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CORPORATE GOVERNANCE IN INDIA:
CHALLENGES AND THE WAY FORWARD

BY KARAN PANDOH!

I. INTRODUCTION

Corporate governance, at its core, involves the framework of rules, practices, and processes by
which companies are directed and controlled. It ensures accountability, fairness, and
transparency in a company’s relationships with all its stakeholders—shareholders, management,
customers, government, and the public. In India, corporate governance has gained significant
attention over the last two decades, particularly after high-profile scandals like the Satyam
fiasco, which exposed critical gaps in oversight and regulation. As India aspires to become a
global business hub, robust corporate governance is not just desirable—it is essential. This
article delves into the Indian corporate governance framework, identifies pressing challenges,

analyzes key case law, and proposes actionable reforms.

II. LEGAL FRAMEWORK GOVERNING CORPORATE GOVERNANCE IN INDIA

India’s corporate governance ecosystem is shaped by a combination of statutory law, regulatory

guidelines, and judicial pronouncements.

The Companies Act, 2013 is the primary legislation that provides the legal foundation for

corporate governance. Key provisions include:

e Section 149: Mandates the appointment of at least one woman director and a specified
number of independent directors in listed companies.

e Section 177: Requires certain companies to form an Audit Committee for monitoring
financial reporting and disclosures.

e Section 135: Introduces Corporate Social Responsibility (CSR) obligations.

The Securities and Exchange Board of India (SEBI) further strengthens governance through
the Listing Obligations and Disclosure Requirements (LODR) Regulations, 2015. These

regulations ensure timely disclosures, board composition transparency, and related-party

! Author is a Advocate at J&K High Court

ISSN: 2584-0649



Indian Journal of Legal Research and Review Vol. I Issue V | 11

transaction monitoring.

The Kotak Committee on Corporate Governance (2017) brought significant reforms.
Accepted by SEBI in 2018 and implemented in phases, the committee’s recommendations
aimed to enhance board effectiveness, strengthen the role of independent directors, and ensure

proper disclosure of financial information.

III. CHALLENGES IN IMPLEMENTATION

Despite having a fairly robust legal and regulatory framework, the implementation of corporate

governance in India continues to face multiple obstacles:

1. Lack of Truly Independent Directors: Often, so-called "independent" directors are
acquaintances or former associates of promoters, which compromises their objectivity and
oversight role.

2. Promoter Dominance: In many Indian firms, especially family-owned businesses,
promoters hold significant equity and decision-making power, making it difficult to enforce
checks and balances.

3. Weak Enforcement Mechanisms: Although SEBI and the Ministry of Corporate Affairs
(MCA) have investigative powers, enforcement is often slow. Penalties and corrective measures
are delayed, reducing their deterrent effect.

4. Boardroom Diversity: Gender and professional diversity on company boards remain low.
The representation of women and professionals from non-corporate backgrounds is often
minimal and tokenistic.

5. Ineffective Whistleblower Mechanisms: Fear of retaliation and lack of confidentiality

often prevent employees from reporting unethical practices internally.

IV. CASE STUDY: THE SATYAM SCANDAL
The Satyam Computer Services Ltd. fraud of 2009 remains one of the biggest corporate

governance failures in India. Founder Ramalinga Raju confessed to inflating the company’s

balance sheet by over 7,000 crores.

ISSN: 2584-0649



Indian Journal of Legal Research and Review Vol. I Issue V | 11

Despite the presence of well-credentialed independent directors and auditors, the fraud went
undetected for years. The board approved an acquisition of two companies owned by Raju’s

family—raising red flags that were ignored.

This scandal underscored systemic weaknesses in the role of auditors, board oversight, and the
ineffectiveness of whistleblower policies. As a result, the Companies Act, 2013 was introduced,
and SEBI strengthened its corporate governance norms. The Serious Fraud Investigation

Office (SFIO) was also institutionalized as a statutory body to investigate such frauds.

Case Citation: Ramalinga Raju v. State of Andhra Pradesh, 2009 SCC OnLine Hyd 269

V. RECENT DEVELOPMENTS AND REFORMS

In recent years, India has made strides in modernizing its corporate governance regime:

e Kotak Committee Implementation: Recommendations like separating the roles of
CEO and Chairperson, requiring a minimum number of board meetings, and ensuring
detailed performance evaluation have been gradually adopted.

e ESG Reporting: SEBI introduced the Business Responsibility and Sustainability
Report (BRSR) for the top 1,000 listed entities from FY 2022-23 onwards, embedding
environmental and social accountability into governance.

e Director Training: The Indian Institute of Corporate Affairs (IICA) offers training and
certification programs to prepare directors, especially independent ones, for their legal
and fiduciary duties.

e Insolvency and Bankruptcy Code (IBC), 2016: The IBC has indirectly improved
corporate governance by penalizing mismanagement and providing time-bound
insolvency resolution processes.

e Technology Integration: E-governance platforms like the MCA21 portal have enhanced

transparency in filings and disclosures.

VI. SUGGESTIONS FOR IMPROVEMENT

While regulatory evolution has been commendable, governance challenges remain deeply

rooted in culture and practice. Here are some measures that could further strengthen India’s

ISSN: 2584-0649



Indian Journal of Legal Research and Review Vol. I Issue V | 11

corporate governance:

1.

Reforming Independent Director Appointment: Establish independent
nomination panels, including regulators or third-party agencies, to vet independent
directors.

Whistleblower Protection: Mandate anonymous digital reporting channels, backed
by strong anti-retaliation laws.

Diversity Quotas: Go beyond tokenism by incentivizing boards to
include professionals from varied disciplines—law, academia, public policy, etc.

Investor Activism: Institutional investors must actively exercise their voting rights
and demand greater transparency and accountability.

Digital Governance Tools: Encourage companies to adopt digital dashboards
for compliance tracking, board evaluations, and financial auditing.

Faster Enforcement: Regulatory bodies like SEBI, SFIO, and NCLT must be

better staffed and technologically equipped to ensure timely interventions.

VII. CONCLUSION

Corporate governance in India has evolved significantly—from being compliance-oriented to

becoming strategic and value-driven. However, the true test lies in execution. Law and

regulations form the skeleton, but a culture of ethics and transparency gives it life.

As India aims to attract global investment and build resilient enterprises, the corporate sector

must internalize governance as a principle—not just a regulation. Promoters, regulators,

investors, and professionals all have a role in making governance a living, breathing practice

that fuels trust, innovation, and growth.
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