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EVOLUTION AND CHALLENGES  OF  

CORPORATE GOVERNANCE IN INDIA 
 

AUTHORED BY - AISHWARYA KHARE 

& SHASHIKANT THAKUR 

 

ABSTRACT 

"The current paper targets evaluating the different advancements in Corporate Administration 

in India. The development of new advances in the period of globalization and progression 

altogether changedthe nature of deals. By the development of business life cycles deals turned 

out to be extremely mind boggling and overseeing risk turned into a difficult undertaking for 

the associations. Worries about corporate administration in India were, be that as it may, to a 

great extent set off by Harshad Mehta financial exchange trick of 1992 followed by occurrences 

of organizations designating particular offers to their advertisers at profoundly limited costs 

and the new trick of sathyam. Great corporate administration turned into a catchphrase to deal 

with bookkeeping outrages and to moderate growingconcern about the nature of budget 

summaries. In short Corporate Administration is tied in with advancing corporate decency, 

straightforwardness and responsibility." 

 

Keywords: Corporate, governance, globalization, liberalization. 

 

INTRODUCTION 

Corporate governance is the system by which companies are managed and controlled. It 

includes the practices, rules, and processes that guide a company's decision-making and ensure 

that its actions are in the best interests of its stakeholders. In India, the evolution of corporate 

governance can be traced back to the early 1990s when the country began to liberalize its 

economy and open up to foreign investment. This led to the privatization of many state-owned 

companies, increasing the need for transparency, accountability, and investor protection. Since 

then, there have been several significant reforms aimed at improving corporate governance 

practices in India. These include the establishment of the Securities and Exchange Board of 

India (SEBI), the Companies Act of 1956 and 2013, and the strengthening of listing 

requirements for companies on Indian stock exchanges. This article will provide an in-depth 
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analysis of the evolution of corporate governance in India and the reforms that have shaped its 

current framework. Meaning of Corporate Administration shifts widely. The idea of 

"administration" isn't new. It is as old as human progress. Basically "administration" signifies: 

the course of direction what's more, the interaction by which choices are executed (or not 

carried out). Administration can be utilized in a few settings like corporate administration, 

global administration, public administration and neighborhood administration. It is 

participatory, agreement situated, responsible, straightforward, responsive, compelling and 

proficient, fair and comprehensive and observes the guideline of regulation. It guarantees that 

defilement is limited, the perspectives on minorities are considered and that the voices of the 

most weak in the public eye are heard in direction. It is moreover receptive to the present and 

future necessities of society. 

 

EVOLUTION OF CORPORATE  

GOVERNANCE IN INDIA 

Corporate governance refers to the set of rules, practices, and processes by which a company 

is governed, managed, and controlled. In India, the evolution of corporate governance can be 

traced back to the early 1990s, when the country began to open up its economy to foreign 

investment. The process of evolution has been marked by several significant reforms aimed at 

promoting transparency, accountability, and investor protection. The following is an in-depth 

analysis of the evolution of corporate governance in India. 

 

The Pre-Liberalization Era Before the liberalization of the Indian economy in 1991, corporate 

governance was not a significant concern for most companies. This was because most 

companies were either government-owned or controlled by family-owned business groups. The 

government-owned companies were not subject to the same level of scrutiny as the private 

sector, and family-owned business groups often did not have a clear separation between 

ownership and management. 

 

In the early 1990s, India began to open up its economy to foreign investment, which led to the 

privatization of many state-owned companies. This process increased the need for transparency 

and accountability in corporate governance practices. 
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The Establishment of SEBI The Securities and Exchange Board of India (SEBI) was 

established in 1988 as the country's primary regulator for the securities markets. SEBI has 

played a critical role in improving corporate governance in India through the development and 

enforcement of regulations that promote transparency, accountability, and investor protection. 

SEBI has also played a significant role in developing the Indian capital markets, which has 

increased the availability of funds for companies and created a more competitive environment. 

The Companies Act, 1956 The Companies Act, 1956, was the primary legislation governing 

corporate governance in India until 2013. The Act had several provisions related to the 

management and control of companies, including rules for the appointment of directors and the 

conduct of board meetings. However, the Act did not provide sufficient protection to minority 

shareholders or address issues related to related-party transactions. 

 

The Companies Act, 2013 The Companies Act, 2013, replaced the Companies Act, 1956, and 

introduced several significant changes to the corporate governance framework in India. The 

new law strengthened the role of independent directors, introduced mandatory CSR spending, 

and increased the disclosure requirements for companies. Some of the key provisions of the 

Act include: 

• Appointment of independent directors: The Act requires that at least one-third of the 

board of directors of a public company be independent directors. The Act also sets out 

the qualifications and disqualifications for independent directors. 

• Related party transactions: The Act requires that all related-party transactions be 

approved by the board of directors and disclosed to shareholders. The Act also requires 

that related-party transactions be conducted at arm's length and be in the best interests 

of the company. 

• Whistleblower protection: The Act requires that companies establish a whistleblower 

mechanism to allow employees to report any violations of the law or unethical behavior. 

The Companies Act, 2013, has significantly improved corporate governance in India by 

introducing new provisions that promote transparency, accountability, and shareholder 

protection. 

 

Listing Requirements The listing requirements for companies on Indian stock exchanges have 

been continually strengthened over the years. In 2015, SEBI introduced a new set of regulations 
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for listed companies that included provisions related to the composition of boards, appointment 

of independent directors, and disclosure requirements. Some of the key provisions of the listing 

requirements include: 

• Composition of the board: The listing requirements require that the board of directors 

of a listed company have at least one woman director and that at least 50% of the board 

comprise independent directors. 

• Appointment of independent directors: The listing requirements require that at least 

one-third of the board of directors of a listed company be independent directors. 

• Disclosure requirements: The listing requirements require that listed companies 

disclose information related . 

 

CHALLENGES AND OPPORTUNITES 

Challenges: 

One of the major challenges in the evolution of corporate governance in India is the dominance 

of family-owned businesses. Family-owned businesses are a significant part of the Indian 

economy and have played a crucial role in the country's economic growth. However, family-

owned businesses often prioritize the interests of their family members over those of other 

stakeholders, which can lead to conflicts of interest and poor corporate governance practices. 

Family-owned businesses often lack the independent directors and other governance structures 

that are typical in professionally managed companies. 

 

Another challenge is the lack of awareness and education about corporate governance practices 

among Indian companies. Many companies are not aware of the importance of good corporate 

governance practices, and therefore, do not prioritize them. There is a need to create more 

awareness about the benefits of good corporate governance practices and to encourage 

companies to adopt them voluntarily. 

 

The quality of financial reporting in India is another area of concern. Companies often provide 

incomplete or inaccurate financial information, which can make it difficult for investors to 

make informed decisions. The lack of quality financial reporting can also erode investor 

confidence, leading to a lack of investment in the Indian markets. 
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The independence and effectiveness of regulatory bodies, such as SEBI and the Ministry of 

Corporate Affairs, is another challenge. There have been instances where these regulatory 

bodies have failed to take action against companies that have engaged in poor corporate 

governance practices. This has led to a perception that regulatory bodies are not effective in 

enforcing corporate governance standards and regulations. 

 

Opportunities: 

Despite these challenges, there are several opportunities for improving corporate governance 

practices in India. One such opportunity is the increasing awareness of the importance of 

corporate governance practices among Indian companies. As companies become more aware 

of the benefits of good corporate governance practices, they are more likely to adopt them 

voluntarily. 

 

Another opportunity is the increasing involvement of institutional investors in Indian markets. 

Institutional investors, such as mutual funds and pension funds, have significant financial 

resources and can play a crucial role in promoting good corporate governance practices. 

Institutional investors often demand high standards of corporate governance from the 

companies in which they invest, which can incentivize companies to improve their governance 

practices. 

 

The use of technology is another opportunity for improving corporate governance practices in 

India. Technology can be used to automate compliance processes, monitor compliance with 

corporate governance regulations, and provide better access to information for investors. 

The Indian government has also been taking steps to improve corporate governance practices. 

The Companies Act of 2013 was a significant reform that introduced several new provisions 

aimed at strengthening the legal and regulatory framework for corporate governance in India. 

The government has also been working on simplifying the compliance process for companies, 

which can reduce the burden of compliance and encourage companies to adopt good corporate 

governance practices voluntarily. 
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ROLE  OF LAW IN CORPORATE 

GOVERNANCE 

Regulation can give a base set of rules for legitimate guideline of individual or company. Law 

is made not to stop any demonstration but rather to guarantee that on the off chance that you 

do that demonstration, you will face such results for example great for good and terrible for 

awful. In this way, in a similar way, job of regulation in corporate administration is to enhance 

and not to supersede. It can not be best way to oversee corporate administration but rather it 

gives a base set of rules for good corporate administration. Regulation gives specific morals to 

oversee everyone to have most extreme fulfillment and least rubbing. It assumes a 

corresponding part. Job of regulation in corporate administration is in Organizations Act which 

forces specific limitations on Chiefs so there is no distortion of archives, there is no over the 

top of force, so it forces obligation not to create secret gain and make great misfortunes because 

of break of obligation, carelessness, and so, on the job to act to the greatest advantage of the 

organization and so on. 

 

SUGGESTIONS 

1. Esteem based corporate culture: For any association to run in powerful way, it needs tohave 

certain morals, values. Long run business requirements to have based corporate culture. It is a 

set ofbeliefs, morals, standards which are sacred  

2. All encompassing perspective: This comprehensive view is pretty much faithful, strict 

mentality which helps inrunning association. It isn't more straightforward to embrace it, it 

needs extraordinary endeavors and once adoptedit prompts creating characteristics of 

honorability, resistance and compassion. 

 3. Consistence with regulations: Those organizations stand and consent to laws of 

SecuritiesExchange Leading body of India (SEBI), Unfamiliar Trade Guideline Act, Contest 

Act2002, Digital Regulations, Banking Regulations and so on  

4. Exposure, straightforwardness, and responsibility: Revelation, straightforwardness and 

accountabilityare significant viewpoint for good administration. Opportune and exact data 

ought to bedisclosed on the issues like the monetary position, execution and so on. Due to huge 

competitionin the commercial center the clients having options don't move to other corporate 

bodies. 
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5. Corporate Administration and Human Asset The executives: For any corporate body,the 

representatives and staff are very much like family. For an organization to be wonderful the 

job ofHuman Asset The executives turns out to be extremely indispensable, the two of them 

are straightforwardly connected. Everyindividual ought to be dealt with with individual regard, 

his accomplishments ought to berecognized. Every individual staff and representative ought to 

be given best open doors toprove their value and these should be possible by Human Asset 

Division. 

6. Advancement: Each Corporate body needs to face challenge of development for example 

development inproducts, in administrations and it assumes a significant part in corporate 

administration. 

7. Need of Legal Change: There is need of legal change for a decent economyand likewise in 

the present changing season of globalization and progression. It necessities to determine 

expediently questions in cost effectivemanner. 

8. Illustrations from Corporate Disappointment: Each story has a moral to gain from, each 

failurehas accomplishment to gain from, similarly, corporate body have specific strategies 

whichif goes as a disappointment they need to gain from it. Disappointment can be both interior 

also asexternal anything it might be, in great administration, corporate bodies need to learn 

fromtheir disappointments and need to move to the way of achievement. 

9.Independent chiefs choice rules should be straightforward, additionally interaction of 

arrangement of BOD should be reexamined. 

10. It is vital to zero in on Amount or benefits as well as on the supportability of 

businessmodels. 

11.Need for having directing the elements of the board and make them responsible 

andtransparent to investors. 

12.Codes of lead and informant strategies should be outlined so as to be possibleto put in to 

rehearse. 

13 Controllers ought to upgrade penalities as well as to fix responsibility in forcing significant 

penaltiesfor resistance . 
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COMMITTES INVOLVED IN CORPORATE 

GOVERNANCE 

 

1. Cadbury England 1992 

 

2. King Committee South of Africa 1994 & 2002 

 

3. CII India 1996 

 

4. Hampel England 1998 

 

5. Kumar Mangalam Birla India 2000 

 

6. SEBI India 2000 

 

7. Narayana Murty India 2003 

 

CONCLUSION 

In conclusion, the evolution of corporate governance in India has been marked by significant 

reforms aimed at promoting transparency, accountability, and investor protection. The 

liberalization of the Indian economy in the early 1990s led to the privatization of state-owned 

companies, which increased the need for better corporate governance practices. The 

establishment of SEBI, the Companies Act of 1956 and 2013, and the strengthening of listing 

requirements for companies on Indian stock exchanges have all contributed to improving 

corporate governance in India. While there is still room for improvement, the current 

framework has significantly improved the governance practices of Indian companies and 

helped create a more competitive and investor-friendly environment. Going forward, it is 

important that companies continue to adhere to best practices in corporate governance, and 

regulators continue to monitor and enforce compliance with regulations to ensure that 

companies operate in the best interests of their stakeholders. The idea of corporate 

administration relies on absolute straightforwardness, trustworthiness and responsibility of the 

administration and the directorate. Be it finance, tax assessment, banking or lawful system 

every single spot requires great corporate administration. Corporate Administration is a method 

not an end, Corporate Greatness ought to be the end. Once, the great Corporate Administration 

is accomplished and the Indian Corporate Body will try to please the entire world. In the Indian 

setting, the requirement for corporate overnance has been featured in view of the tricks 

http://www.ijlra.com/


www.ijlra.com 

Volume 2 Issue 7|April 2023 
ISSN: 2582-6433 

 

 

Page | 13  
 

 

 

happening every now and again since the rise of the idea of progression from 1991. We had 

the Harshad Mehta Trick, Ketan Parikh Trick, UTI Trick, Vansishing Organization Trick, 

Bhansali Trick thus on. In the Indian corporate scene, there is a need to enlist worldwide 

guidelines so that basically while the degree for tricks might in any case exist, it tends to be 

essentially diminished to the base. Corporate administration and moral way of behaving have 

various benefits. First and foremost, they help to assemble great brand picture for the 

organization. When there is a brand picture, there is more prominent steadfastness, when there 

is more prominent faithfulness, there is more noteworthy obligation to the workers, and when 

there is a responsibility to representatives, the workers will turn out to be more inventive. In 

the ongoing serious climate, innovativeness is indispensable to get an upper hand. Corporate 

Administration in the Public Area can't be kept away from and hence it should be embraced. 

Yet, Corporate Administration ought to be embraced since it brings a lot to the table to the 

Public Area. Great Corporate Administration, Great Government and Great Business remain 

forever inseparable. 
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