
i

CORPORATE GOVERNANCE

IN

FINANCIAL INSTITUITIONS OF NEPAL

Submitted By:
Singh Surendra Mohan

Shankar Dev Campus
Campus Roll No: 1078/2063

Submitted to:
Office of the Dean

Faculty of Management
Tribhuvan University

In partial fulfillment of the requirements for the Degree of
Master of Business Studies (M.B.S)

Kathmandu
February, 2013



ii

RECOMMENDATION

This is to certify that the thesis

Submitted by:

Singh Surendra Mohan

Entitled :

CORPORATE GOVERNANCE

IN

FINANCIAL INSTITUITIONS OF NEPAL
has been prepared as approved by this department in the prescribed format of the

Faculty of Management. This thesis is forwarded for examination.

…………...   .………….. ……. ……………............

Prof. Snehalata Kafle  Prof. Bishweshor Man Shrestha  Asso.Prof. Prakash Singh Pradhan

(Thesis Supervisor)     (Head, Research Department)                  (Campus Chief)



iii

Viva- Voce Sheet

We have conducted the viva-voce of the thesis presented

By:

Singh Surendra Mohan

Entitled :

CORPORATE GOVERNANCE

IN

FINANCIAL INSTITUITIONS OF NEPAL

And found the thesis to be the original work of the student and written according to

the prescribed format. We recommend the thesis to be accepted as partial

fulfillment of the requirement for the degree of

Master of Business Study (MBS)

Viva-Voce Committee

Head, Research Department                       …………………………

Member (Thesis Supervisor) …………………………

Member (External Expert) …………………………



iv

TRIBHUVAN UNIVERSITY

FACULTY OFMANAGEMENT

CENTRAL DEPARTMENT OF MANAGEMENT

Kirtipur, Kathmandu, Nepal

DECLARATION

I hereby declare that the work reported in this thesis entitled “Corporate

Governance in Financial Institutions of Nepal” submitted to Shanker Dev Campus

, Tribhuvan University is my original work. It is done in the form of partial

fulfillment of the requirements for the Master of Business Study (M.B.S) under the

supervision and guidance of Prof. Snehalata Kafle.

.......…………………..

Singh Surendra Mohan

Researcher

Roll no. 1078/2063

Central Department of Management

Date:17.03.2069



v

ACKNOWLEDGEMENT

The word corporate governance is defined as the relationship between the

management and board of directors, shareholders and other stakeholders. The good

corporate governance practice is crucial for the overall development of the

corporate sector. Corporate governance is about to bring a change in the overall

thinking process in how business is operated. Corporate governance, however, is

about disclosure, transparency, free flows of information and maximizing

shareholders’ value.

This study aims at examining the issues, practices and significances of corporate

governance in financial institution in Nepal. The specific objectives are: (i) to

analyze the issues of Corporate Governance in Nepalese enterprises, (ii) to know

how far corporate governance practice exists in the organization, (iii) to examine

the pace of corporate governance practices in the companies, (iv) to identify the

need of corporate governance, and (v) to examine the factors in which quality of

corporate governance depends.

I owe a deep gratitude to my respected teacher Prof. Snehalata Kafle, Shanker Dev

Campus, Putalisadak Kathmandu for her consistent encouragement, guidance and

valuable supervision at every stage of my work. This work would not have been

materialized in the present form without her incisive observations and intellectual

directions in the course of completion.

I also thank to number of offices, which cooperated with this work by providing

available information. Special thanks are made to Nepal Rastra Bank, Ministry of

Finance, several commercial bank & financial institution, Tribhuvan University

Library, Library of ICAN and others. I would also like to thanks to my friends



vi

Chandan Gupta Rauniyar, Puja Bhatt, Chiran Shrestha who support me to complete

my thesis.

I hope this small effort of mine will be a great value to those who are involved in

corporate governance and other future researchers of this area.

Singh Surendra Mohan

Mahendranagar-18,Kanchanpur

Mahakali, Nepal



vii

Table of Content

Recommendations i
Viva-Voce Sheet ii
Declaration iii
Acknowledgement iv
Table of Contents vi
List of Tables viii
List of Figures ix

Chapter I

Introduction

1.1 Introduction/ Background                                                          1

1.1.1 Historical Overview 7

1.1.2 The importance of the Financial sector for development   10

1.1.3 Importance of Corporate Governance in Financial Sector 14

1.2 Problem Statement 17

1.3 Objectives of the study                                                            19

1.4 Significance of the study 20

1.5 Limitations of the study 21

1.6 Chapter plan / Organization of the study 21

Chapter II

Literature Review

2.1 Conceptual Framework 23

2.2 Theory and Literacy of Corporate Governance                        32



viii

2.3 Review of empirical work 46

2.4 Corporate Governance – Country wise Assessment 50

2.5 Corporate Governance in banks and financial institutions       53

2.6 Concluding Remarks 56

Chapter III

Research Methodology

3.1 Research Design 69

3.2 Nature and Source of Data 70

3.3 Selection of Enterprises 71

3.4 Method of Analysis 72

3.5 Data Collecting Procedure 73

3.6 Data Processing Procedure 74

Chapter IV

Presentation and Analysis of Data

4.1 Introduction ( Profile of Respondent)                                        76

4.2 Major Findings 95

Chapter V

Summary, Conclusion and Recommendation 97

Bibliography 100

Appendix 102



ix

LIST OF TABLE

1. Management Performance 28

2. Number of Enterprises Selected for the Survey Investigation 71

3. Model of data collection procedure 74

4. Respondent Profile 76

5. Element of good corporate governance practice 85

6. Responsible governing bodies 90

7. Problem of financial institution in Nepal 91



x

LIST OF FIGURES

1. Sector having good corporate governance                                 77

2. Pace of corporate governance in financial sector in Nepal 78

3. Frequencies of BODs meeting in the fiscal year                        80

4. Current way of holding annual general meeting                        81


