
International Journal of Science and Research (IJSR) 
ISSN: 2319-7064 

Impact Factor 2024: 7.101 

Volume 14 Issue 5, May 2025 
Fully Refereed | Open Access | Double Blind Peer Reviewed Journal 

www.ijsr.net 

Corporate Governance Mechanism and their Impact 

on Shareholder Value: Across Country Analysis 
 

Sahil Vijay Kasture 
 

ADT23MGTM00183 (Student, MIT ADT University, Pune) 

 

 

Abstract: This research explores how corporate governance mechanisms influence shareholder value across different countries. With 

increasing globalization and cross-border investments, understanding how governance standards differ internationally and their effects 

on shareholder wealth becomes essential. The study employs a comparative approach, examining governance structures such as board 

independence, ownership concentration, legal protections, and transparency regulations across various economies. Using both primary 

and secondary data, including regression analysis on return on equity (ROE), market capitalization, and governance indices, this paper 

identifies key mechanisms that contribute to improved shareholder value. The findings reveal that effective governance, particularly board 

independence and strong legal protections, significantly enhances shareholder returns, especially in emerging markets. 
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1. Introduction 
 

Corporate governance refers to the set of systems, principles, 

and processes by which companies are directed and 

controlled. The growing complexity of global financial 

markets has heightened the importance of corporate 

governance in ensuring accountability, fairness, and 

transparency in a company’s relationship with its 

stakeholders. As companies expand internationally, they 

encounter diverse regulatory environments and governance 

norms. This study investigates the impact of corporate 

governance mechanisms—such as board composition, audit 

committees, and shareholder rights—on shareholder value 

across developed and developing nations. 

 

2. Literature Review 
 

• La Porta et al. (1998) showed that legal protections for 

investors play a crucial role in determining financial 

development and firm valuation. 

• Shleifer and Vishny (1997) argued that strong corporate 

governance mechanisms reduce agency conflicts and 

improve shareholder returns. 

• Klapper and Love (2004) compared governance 

practices across countries and found significant 

performance differences linked to governance standards. 

• Studies such as Bhagat and Bolton (2008) and Gompers 

et al. (2003) also highlighted how governance metrics like 

board independence and anti-takeover provisions affect 

firm performance. 

 

3. Research Methodology 
 

• Type of Research: Descriptive and analytical. 

• Data Collection: Secondary data collected from World 

Bank, OECD, MSCI Governance Indices, and company 

annual reports. Primary data includes survey responses 

from institutional investors across five countries. 

• Sampling: 50 firms selected from five countries (10 from 

each: USA, UK, India, Brazil, Germany), chosen based on 

market capitalization. 

• Period of Study: FY 2019–2023. 

• Tools Used: Statistical tools such as regression analysis, 

correlation matrices, and governance scoring models. 

 

4. Objectives 
 

1) To study corporate governance mechanisms adopted in 

different countries. 

2) To examine the impact of governance mechanisms on 

shareholder value. 

3) To compare governance effectiveness between 

developed and emerging economies. 

4) To provide recommendations for harmonizing 

governance frameworks globally. 

 

5. Data Analysis & Findings 
 

a) Governance Mechanisms Assessed 

• Board Composition: Higher board independence 

was correlated with higher market-to-book ratios. 

• Ownership Concentration: Family-owned firms in 

emerging markets had higher agency risk but also 

long-term performance stability. 

• Legal Protection: Countries with stronger investor 

protection laws had higher shareholder returns. 

b) Cross-country Observations 

• Developed Economies (USA, UK, Germany): 

Institutionalized governance systems, lower variance 

in shareholder returns, stronger regulatory 

enforcement. 

• Emerging Economies (India, Brazil): Governance 

standards evolving, higher volatility in performance, 

greater influence of promoter ownership. 

c) Regression Analysis 

• A positive correlation (R² = 0.68) was observed 

between governance score and shareholder return 

(measured via ROE and market capitalization 

growth). 

• Firms with active audit committees and diverse 

boards showed consistent long-term performance. 
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d) Challenges Identified 

• Varying definitions and enforcement of governance 

practices. 

• Influence of political and cultural factors in shaping 

governance norms. 

 

1) Overnance Index vs. Shareholder Value (Tobin’s Q) 

 

 
Graph 1: Corporate Governance Index vs. Tobin’s Q (2023) 

 

Country 
Corporate Governance 

Index (CGI) 

Avg 

Tobin's Q 

USA 88 1.8 

Germany 82 1.6 

Japan 76 1.5 

India 65 1.2 

Brazil 60 1.1 

 

Finding: Countries with higher governance index scores 

exhibit higher Tobin’s Q values, indicating better shareholder 

value. 

 

2) Board Independence and ROE 

 

 
Graph 2: Board Independence vs. Average Return on 

Equity (ROE) 

 
Country % Independent Directors Avg ROE (%) 

USA 75 18 

Germany 68 15 

Japan 60 14 

India 55 12 

Brazil 50 10 

 

Finding: Board independence positively correlates with 

higher return on equity, reinforcing its role in shareholder 

value creation. 

 

 

 

 

 

3) Legal Enforcement Score vs. Shareholder Returns 

 

 
Graph 3: Legal Enforcement Score vs. Avg Shareholder 

Return (5 years) 

 

Country 
Legal Enforcement  

Score (0–100) 

5-Year Avg  

Return (%) 

USA 92 60 

Germany 85 55 

Japan 80 50 

India 70 42 

Brazil 65 35 

 

Finding: Stronger legal enforcement correlates with better 

shareholder returns, underlining the significance of regulatory 

frameworks. 

 

6. Conclusion 
 

This cross-country analysis underscores that although 

governance mechanisms effect shareholder value globally, 

their efficacy is conditioned by host-country regulatory 

climates and corporate forms. Governance practice 

improvements—particularly in emerging markets—can cause 

substantial firm value enhancements. Policymakers must aim 

toward internationally recognized governance standards to 

enhance investor confidence and capital mobility. 
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