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Is financial performance the only 
measure of a CEO? 
The NSE board failed in allowing its CEO to run NSE like a fiefdom, 
create power centres, bypass IT security, leak critical information, 
and allow an external influence over her decision making. Boards 
need to overcome the star power of a CEO and look beyond financial 
performance while measuring the worth of a CEO. 
 

 

 

The SEBI order on NSE, its employees, and its board members is a scathing 
indictment. While it reflects several failures across the system, the larger 
accountability is at the board, which remained sanguine for the longest time and 
oblivious to what was festering within NSE. 

The first alarm should have been raised when the CEO appointed someone with 
no relevant experience as her advisor. Sure, there is an argument to say that skills 
need not be industry specific – but for a technical business like the stock 
exchange, experience in financial markets is a must. Over time, if such an  
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individual, a consultant at that, is given unfettered powers over employees, 
meritocracy takes back seat, and favouritism and nepotism tend to emerge as 
growth enablers, and fuels power by association. Such corporate cultures tend 
to percolate through the ranks creating a vicious cycle that keeps fiefdoms alive.  

When the CEO perpetuates this culture, employees tend to believe that the board 
either approves, or doesn’t care enough. Employees may not wrong – do boards 
discuss corporate culture? Most boards meet towards the announcement of 
quarterly results: this was true for NSE as well, until SEBI began asking questions 
in 2016.  

Employees could raise complaints or access the whistle-blower mechanism. But 
employee complaints on work culture tend to be nebulous. It is easy to dismiss 
these as whines rather than cries for help.  For most boards, employee 
complaints are operational and left to management, even if it is the CEO that is 
fostering a feudalistic corporate culture. 

NSE’s board delegated powers comparable to those of a CEO - to a consultant. 
This is unconscionable, but it is likely to have been done with the expectation that 
the decisions will be finally taken by the CEO and not by the consultant. If so, the 
board ignored the realities of what such a decision would entail, putting the 
exchange at legal risk and subjugating employees further by legitimizing a power 
centre. 

The other aspect that the board seems to have overlooked is the mental heath of 
the CEO herself. Heavy is the head that wears the crown; being responsible for 
India’s largest stock exchange is not an easy job. Chitra Ramakrishna in her 
testimony to SEBI has said that her interactions with an external being were 
equivalent to other CEOs using executive coaches and other mental health 
professionals. But it is for the board to proactively assess and address the issue 
of mental health, especially for the one key individual leading the business. 
Understanding what and who influences the CEO is critical to business 
sustainability. 

The pervasive nature of fiefdoms has tangible consequences. The CEO was a key 
risk herself and sent confidential information outside the exchange – she was 
allowed to bypass IT security filters easily, without sufficient questions raised. The 
exchanges own risk management systems failed.  

Was NSE’s board blinded by Chitra Ramakrishnan’s star power? A founding 
member of NSE and a natural successor to the CEO role after Ravi Narain, she 
was a force unto herself. Rightly considered one of the most powerful women in  
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Indian business, she was at the helm of India’s largest stock exchange and the 
world’s largest derivative exchange. If so, this would not be the first such instance 
– Yes Bank and IL&FS would be similar in this context. 

Or was the board sanguine given the exchange’s financial performance? NSE 
continued to prosper under Chitra Ramakrishna’s leadership. Best not to shake 
the apple cart then.  

Boards in India often make the mistake of setting only financial targets to 
measure the CEO’s performance. This is a narrow perspective of shareholder 
capitalism – the single-minded pursuit of profit. For businesses to be sustainable, 
boards need to ensure that CEOs are measured on a more holistic approach, 
creating ESG targets as part of their performance drivers. This will create better 
balance and decrease the impetuousness in decision-making.   

While the SEBI order has several lessons for corporate India, for NSE, it is an era 
gone by. The exchange has a new leadership, and several of the issues raised in 
the order have long been addressed. A similar scenario is unlikely to play out 
again.   

 

 

 

 

 

 
A modified version of this column by Hetal Dalal was published on 
www.moneycontrol.com on 24 February 2022, and it can be accessed here: 
https://bit.ly/3BO039w  

 

 

 

 

  

https://www.iiasadvisory.com/institutional-eye/facebook-and-the-dangers-of-a-singular-focus-on-profit-maximization
http://www.moneycontrol.com/
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Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The information 
contained herein is solely from publicly available data, but we do not represent that it is accurate or complete and it 
should not be relied on as such. IiAS shall not be in any way responsible for any loss or damage that may arise to any 
person from any inadvertent error in the information contained in this report. This document is provided for assistance 
only and is not intended to be and must not be taken as the basis for any voting or investment decision and/or construed 
as legal opinion/advice. The user assumes the entire risk of any use made of this information. Each recipient of this 
document should make such investigation as it deems necessary to arrive at an independent evaluation of the individual 
resolutions referred to in this document (including the merits and risks involved). The discussions or views expressed 
may not be suitable for all investors. The information given in this document is as of the date of this report and there can 
be no assurance that future results or events will be consistent with this information. This information is subject to change 
without any prior notice. IiAS reserves the right to make modifications and alterations to this statement as may be 
required from time to time. However, IiAS is under no obligation to update or keep the information current. Nevertheless, 
IiAS would be happy to provide any information in response to specific queries. No copyright infringement is intended in 
the preparation of this document. Neither IiAS nor any of its affiliates, group companies, directors, employees, agents or 
representatives shall be liable for any damages whether direct, indirect, special or consequential including lost revenue 
or lost profits that may arise from or in connection with the use of the information. This report may cover listed companies 
(the ‘subject companies’); IiAS may hold a nominal number of shares in some of the subject companies to the extent 
disclosed on its website and/or these companies might have subscribed to IiAS’ services or might be shareholders of IiAS. 
IiAS, its research analyst(s) and their associates or relatives, do not have any financial interest of one per cent or more in 
any of the subject companies. The disclosures of interest statements incorporated in this document are provided solely 
to enhance the transparency and should not be treated as endorsement of the views expressed in the report. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This information should 
not be reproduced or redistributed or passed on directly or indirectly in any form to any other person or published, copied, 
in whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or 
entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where such distribution, 
publication, availability or use would be contrary to law, regulation or which would subject IiAS to any registration or 
licensing requirements within such jurisdiction. The distribution of this document in certain jurisdictions may be restricted 
by law, and persons in whose possession this document comes, should inform themselves about and observe, any such 
restrictions. The information provided in these reports remains, unless otherwise stated, the copyright of IiAS. All layout, 
design, original artwork, concepts and other Intellectual Properties, remains the property and copyright of IiAS and may 
not be used in any form or for any purpose whatsoever by any party without the express written permission of the 
copyright holders. 
 
Other Disclosures 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024) dedicated to providing participants in 
the Indian market with independent opinions, research and data on corporate governance issues as well as voting 
recommendations on shareholder resolutions of about 800 listed Indian companies (https://www.iiasadvisory.com/iias-
coverage-list). Our products and services include voting advisory reports, standardized services under the Indian 
Corporate Governance Scorecard, and databases (www.iiasadrian.com and www.iiascompayre.com). There are no 
significant or material orders passed against the company by any of the Regulators or Courts/Tribunals.  
 
This article is a commentary on general trends and developments in the securities market. 
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About IiAS 
Institutional Investor Advisory Services India Limited (IiAS) is an advisory firm, dedicated to 
providing participants in the Indian market with independent opinions, research and data on 
corporate governance issues as well as voting recommendations on shareholder resolutions for 
about 900 companies that account for over 95% of market capitalization.  
 

IiAS provides bespoke research, valuation advisory services and assists institutions in their 
engagement with company managements and their boards.  

 
IiAS has equity participation by Aditya Birla Sunlife AMC Limited, Axis Bank Limited, Fitch Group 
Inc., HDFC Investments Limited, ICICI Prudential Life Insurance Company Limited, Kotak 
Mahindra Bank Limited, RBL Bank Limited, Tata Investment Corporation Limited, UTI Asset 
Management Company Limited and Yes Bank Limited.  

IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024). 
 

 
 


