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ABSTRACT
1. Introduction

1.1 Corporate Governance: The Emergence and Exigency in South Asia

While the expression ‘corporate governance” (CG) first appearcd in the United States
Federal Register in 1976, the underlying ideas have attracted scholars for decades.
However, the focus on CG evolved more recently in Asia, owing to the 1997 financial
crisis (Claessens & Fan, 2002). The crisis sparked a wave of CG reforms across the
continent, which has resulted in an increase in relevant rescarch in subsequent years. In
terms of CG, the economies of South Asia trail behind those of other areas. This
vulnerability is caused by family-run firms' concentrated ownership and a fragile
regulatory framework with high corruption and litle transparency (Shirodkar et al., 2016).
Despite these difficulties, current initiatives in South Asia to enhance CG frameworks

present encouraging directions for further study.
1.2 Audit Quality, Board Diversity and Firm Performance: A Tapestry of Governance

Several prominent theories provide light on the link between CG and FP. Jensen and
Meckling (1976) pioneered agency theory, which considers CG asa method to ameliorate
agency difficulties caused by the separation of ownership and control. It focuses on
holding managers accountable for their actions and discouraging possible wrongdoing
with proper incentives and sanctions. Freeman's (1984) stakeholder theory takes a larger

view, arguing for managerial consideration of all stakeholders' interests. This idea

contends that meeting the requirements of numerous stakeholders improves long-term
corporate success. Williamson (1985) introduced transaction cost theory, which focuses
on firms' internal governance structures. It proposes that firms set up CG mechanisms to
reduce transaction costs linked with contracting and resource allocation, hence increasing
value creation. Pfeffer and Salancik (1978) established resource dependency theory, which
emphasises the influence of external resources on FP. It implies that directors, through

their external networks, may acquire essential resources for the fim, thereby contributing
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