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COMPARATIVE STUDY OF INDIA AND JAPAN 
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ABSTRACT 

Corporate Governance is essential in order to ensure that businesses run well and are sustainable 

enough. It also boosts investor confidence and economic stability. This paper compares and 

contrasts the failings of corporate governance in India and Japan, two major Asian economies. 

This study intends to offer important insights into the particular difficulties and lessons 

discovered within the corporate governance landscape of these two countries by looking at a 

variety of business scandals, legal frameworks, and cultural issues. 

The paper starts by stating the historical and cultural backgrounds in which corporate governance 

operates in India and Japan, emphasizing the significance of traditional values and corporate 

structures. It then deals with the case studies of famous corporate governance failures in both the 

countries, such as the famous Harshad Mehta Scam in India and the Olympus Scandal in Japan, 

to analyze the specific reasons contributing to these failures. The paper then discusses the 

regulatory responses to these corporate scams and evaluates their effectiveness in preventing 

future governance failures. Also, it talks about The Securities and Exchange Board of India 

(SEBI) and the Financial Services Agency (FSA) in Japan, comparing them in terms of their 

enforcement mechanisms and policies, highlighting on the strengths and weaknesses of each 

system. Furthermore, this paper explores the role of corporate culture, board composition, and 

shareholder activism in shaping corporate governance practices in India and Japan. It analyses 

how these factors affect decision-making and accountability within companies, ultimately 

impacting their sustainability in long-term. 

This comparative analysis contributes to a better understanding of the unique characteristics 

surrounding corporate governance in India and Japan, and their effect in the international business 

practices. By identifying the main causes of corporate governance failures and the strengths and 

weaknesses of these regulatory approaches, this paper offers valuable insights for mitigating the 

risk of future failures. 

 

Keywords- Corporate Governance, Business scandals, sustainability, regulatory approaches. 
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Introduction 

Corporate governance serves as a linchpin in ensuring the efficient and sustainable operation of 

businesses while upholding investor confidence and economic stability. The global economy 

witnesses the interplay of various cultural, regulatory, and structural elements that shape 

corporate governance practices. This paper aims to delve into the comparative analysis of 

corporate governance failings in two major Asian economies, India and Japan, shedding light on 

their historical, cultural, and regulatory frameworks. Beginning with an exploration of the 

historical and cultural backdrops that underpin corporate governance in both nations, this study 

emphasizes the significance of traditional values and entrenched corporate structures in shaping 

decision-making processes within businesses. By examining prominent corporate scandals such 

as the Harshad Mehta Scam in India and the Olympus Scandal in Japan, this paper seeks to dissect 

the specific factors contributing to governance failures, including regulatory loopholes, ethical 

lapses, and cultural considerations. 

Furthermore, this research evaluates the regulatory responses to these corporate scandals, 

focusing on the initiatives undertaken by the Securities and Exchange Board of India (SEBI) and 

the Financial Services Agency (FSA) in Japan. It aims to assess the effectiveness of these 

responses in mitigating future governance failures and adapting to the evolving corporate 

landscape. Additionally, this paper delves into a comparative analysis of enforcement 

mechanisms, exploring the strengths and weaknesses of SEBI and FSA in implementing 

regulatory frameworks. It also investigates the roles of corporate culture, board composition, and 

shareholder activism in shaping governance practices, dissecting their impact on decision-making 

and accountability within companies. 

Through this comparative study, the aim is to offer crucial insights into the unique characteristics 

surrounding corporate governance in India and Japan. By identifying the root causes of 

governance failures and evaluating regulatory approaches, this research contributes valuable 

perspectives to mitigate the risks of future failures and foster sustainable business practices in the 

international arena. 

 

Historical Background 

The cultural foundations of corporate governance in Japan and India are a complex web of social 

mores, corporate structures, and historical legacies that have a significant impact on how both 

countries' enterprises are governed. India and Japan are two nations with rich cultural histories 

that have a big influence on how their business cultures operate. India's cultural landscape is 

composed of a wide range of customs, beliefs, and social mores. The business world has 
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frequently been influenced by the historical significance of joint families and hierarchically 

structured civilizations. Conventional principles like loyalty to family, deference to authority, and 

the dynamics of interpersonal relationships frequently influence corporate decision-making. 

Furthermore, the ethical compass that directs corporate governance processes is shaped by the 

influence of spirituality and ethics, which are frequently stressed in Indian culture. 

On the other hand, Japan's corporate culture emphasizes harmony, loyalty, and the importance of 

group dynamics, and it is closely entwined with its heritage of Confucian values. Japan's cultural 

standards are reflected in the history of lifelong employment, keiretsu (interconnected business 

groups), and the importance put on consensus decision-making inside organizations. The use of 

a collectivist approach has an impact on corporate governance by cultivating a robust sense of 

duty and allegiance toward the organization among stakeholders and employees. These cultural 

norms have a significant influence on corporate responsibility and decision-making procedures. 

In India, personal relationships can impact decision-making processes due to hierarchical systems 

and familial ties, which could compromise transparency and merit-based selections. In the 

meantime, Japan's emphasis on consensus-driven decision-making may impede quick decisions 

and risk-taking, which may have an adverse effect on flexibility in a changing economic 

environment. 

Moreover, cultural norms are reflected in the corporate structures of both countries. The corporate 

environment in India is dominated by family-owned enterprises, which frequently integrate 

family dynamics with business operations. In contrast, group-oriented corporate structures are 

common in Japan and place an emphasis on long-term stability, loyalty, and stakeholder 

connection. Comprehending these cultural subtleties is essential to understanding how customs, 

social conventions, and corporate architecture shape the corporate governance environment in 

Japan and India. It clarifies how these factors affect decision-making procedures, systems of 

accountability, and the general viability of companies in these various cultural contexts. 

Since harmony and relationship maintenance are highly valued in India, communication there is 

typically indirect and nuanced. This may have an impact on business communication's openness 

and directness. Japan, on the other hand, has a communication style that is frequently implicit 

and strongly dependent on non-verbal cues. This style reflects the hierarchical structure of 

organisations, where decisions may go through multiple layers before being reached by 

consensus. Within corporate governance, risk-taking behaviours are greatly influenced by 

cultural variables. India frequently exhibits a more dynamic approach to innovation and 

development because of its entrepreneurial spirit and propensity for taking risks. On the other 

hand, Japan's risk-averse society, which values stability and small improvements over big 
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changes, may impede quick innovation. 

Corporate governance is influenced by the distinct gender dynamics found in both Japan and 

India. Because of cultural traditions, gender diversity is slowly but steadily gaining traction in 

India. Japan, on the other hand, has difficulties with gender equality in the workplace because 

corporate hierarchies and decision-making systems are influenced by traditional gender norms. 

Japan cultivates long-lasting alliances and loyalty, which is indicative of its long-term perspective 

in economic interactions. India, on the other hand, places a greater emphasis on adaptability and 

flexibility, which could result in a less stable but more dynamic corporate environment. 

Views of ethics and social responsibility in corporate governance are influenced by cultural 

norms. While Japan's societal principles of harmony and social cohesion drive corporate 

programmes focused on societal well-being and sustainability, India's cultural emphasis on 

charity and community welfare drives CSR initiatives. 

 

Comprehending these complex cultural variables is essential to understanding how they influence 

corporate governance procedures and institutions in Japan and India. They emphasise the 

necessity of using sophisticated methods to create governance frameworks that respect cultural 

norms and strive for accountability, transparency, and environmentally friendly corporate 

operations in these culturally heterogeneous environments. 

 

The Harshad Mehta Scam in India 

The 1992 Harshad Mehta Scam stands as a pivotal and transformative event in India's financial 

history, leaving an indelible mark on the nation's corporate governance landscape. Orchestrated 

by Harshad Shantilal Mehta, this notorious stock market hoax reverberated across the financial 

sector, inflicting a colossal misappropriation of Rs 1439 crores ($3 billion) and inducing a severe 

crisis that obliterated the life savings of many investors, amounting to Rs 3542 crores ($7 billion). 

Mehta, often portrayed as a victim of purported political affiliations, masterminded a scheme that 

exploited regulatory loopholes, perpetrated market manipulation, and orchestrated multiple bank 

frauds, leading to his culpability for 23 offences, albeit being convicted for only four before his 

incarceration. 

The saga of Harshad Mehta's rise from humble beginnings to a prominent stockbroker during 

India's economic liberalization, privatization, and globalization (LPG) era epitomized a "rags to 

riches" tale. However, his meteoric ascent, particularly with his firm Grow More Research and 

Asset Management, earned him the moniker "Big Bull." Mehta's staggering success in inflating 

the value of shares, notably Associated Cement Company (ACC), from Rs. 200 to Rs. 9,000 
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propagated an investment frenzy. His justification of the stock's intrinsic value led to a 

bandwagon effect, contributing to the market crash and unveiling systemic financial flaws that 

Mehta astutely exploited. 

The aftermath of the Harshad Mehta Scam brought seismic shifts in India's financial sector. It 

exposed glaring inadequacies within the country's regulatory frameworks, prompting significant 

reforms and reconfigurations. The establishment of regulatory bodies such as the Securities and 

Exchange Board of India (SEBI) and the National Stock Exchange (NSE) marked a critical 

response to bolster oversight and strengthen banking regulations, adopting computerized trading 

and enhancing monitoring mechanisms. The scandal catalyzed a paradigmatic change in how the 

financial industry operated, emphasizing the imperative for transparency, accountability, and 

stricter adherence to regulations. 

SEBI implemented an array of reforms aimed at addressing vulnerabilities exposed by the scam, 

such as market manipulation, insider trading, and inadequate oversight. These reforms included 

stricter disclosure norms, enhanced surveillance systems, and the imposition of stringent penalties 

for violations. SEBI's focus on transparency and accountability led to the adoption of improved 

disclosure practices, ensuring that companies provided accurate and timely information to 

investors. Additionally, SEBI introduced stringent measures to regulate intermediaries, monitor 

stock exchanges, and scrutinize the functioning of mutual funds, ensuring a more robust and 

vigilant market environment. 

However, assessing the effectiveness of SEBI's responses in preventing future governance 

failures necessitates a nuanced evaluation. The regulatory reforms brought in by SEBI 

undoubtedly strengthened the regulatory framework and instilled greater discipline within the 

financial markets. Improved disclosure norms and surveillance mechanisms have contributed to 

enhancing transparency and investor confidence. The establishment of SEBI as a robust 

regulatory authority has significantly improved oversight and enforcement, acting as a deterrent 

against malpractices. Yet, challenges persist in the evolving corporate landscape. The sheer 

complexity and dynamism of financial markets continually pose new challenges that require 

adaptive regulatory measures. SEBI faces the ongoing task of balancing stringent regulations with 

facilitating market growth and innovation. Moreover, the effectiveness of SEBI's responses is 

sometimes hindered by the resource constraints faced by the regulatory body. Despite its efforts, 

instances of financial irregularities and corporate governance lapses continue to emerge, 

indicating the need for continual vigilance and adaptability in regulatory measures. 

SEBI has showcased resilience and adaptability by periodically revisiting and amending 

regulations to keep pace with changing market dynamics. The regulatory body has displayed a 
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commitment to evolving and refining its approach in response to emerging challenges. SEBI's 

proactive stance in amending rules, revisiting policies, and fostering a collaborative approach 

with stakeholders has been instrumental in mitigating risks and reinforcing the integrity of India's 

financial markets. However, the evolving nature of financial crimes and innovative malpractices 

demands ongoing vigilance and agility in regulatory responses. 

Moreover, the scandal propelled a monumental shift in corporate governance practices. 

Companies, in response to the crisis, fortified their risk management frameworks, enforced 

stringent internal controls, and enhanced compliance measures. A newfound emphasis on 

comprehensive disclosure to stakeholders and increased transparency in financial reporting 

emerged as essential requisites for corporate entities. The imperative for independent board 

oversight led to the establishment of audit committees, signaling a renewed commitment to 

embedding robust corporate governance standards across diverse industries. 

The seismic impact of the Harshad Mehta Scam transcended the financial realm, leaving an 

enduring legacy that reshaped investor perceptions and behaviors. The crisis prompted a culture 

of vigilance and discernment among market participants, compelling a meticulous revaluation of 

investment strategies. The reforms instigated in its wake aimed not only to avert future fraudulent 

activities but also to reinstate trust in India's financial markets, fostering an environment anchored 

in transparency, credibility, and fortified governance that continues to define the nation's business 

landscape.  

The Harshad Mehta Scam of 1992 stands as a watershed moment that reshaped India's financial 

governance landscape, leaving an enduring imprint on regulatory, corporate, and investor realms. 

The scandal's fallout prompted an urgent and comprehensive response from regulatory 

authorities, leading to a fundamental overhaul of India's financial regulatory framework. The 

establishment and empowerment of regulatory bodies like the Securities and Exchange Board of 

India (SEBI) were pivotal, as they ushered in stringent oversight, implemented robust regulations, 

and fortified investor protection measures. These reforms aimed to counter market manipulation, 

enhance surveillance mechanisms, and restore faith in the integrity of the financial system. 

Concurrently, the aftermath of the scandal spurred transformative shifts within the financial 

practices of the nation. Embracing technological advancements, such as computerized trading 

platforms, became imperative to foster greater transparency, efficiency, and resilience in the stock 

market. These technological upgrades aimed to mitigate fraud risks, reduce manual intervention, 

and bolster the market's integrity, reflecting a commitment to modernization and regulatory 

compliance. 

Moreover, the Harshad Mehta Scam triggered an intense scrutiny of corporate governance 

http://www.ijlra.com/


www.ijlra.com 

Volume 2 Issue 7|March 2024 
ISSN: 2582-6433 

 

 

 

Page | 11  
 

 

 

practices. Companies faced heightened pressure to fortify their governance structures, embedding 

ethics, transparency, and accountability at their core. The spotlight on governance reforms 

prompted the implementation of stringent compliance measures, robust internal controls, and a 

heightened adherence to ethical standards across corporate boardrooms. This transformation 

signalled a renewed commitment to ethical conduct and transparency, underlining a seismic shift 

in how businesses operated and were held accountable. 

 

The Olympus Scandal in Japan 

The Olympus Scandal, a scandalous case that rocked Japan's business scene in the early 2010s, 

was a story of corporate misconduct and financial deception. It featured a cunning attempt to 

conceal enormous losses using false accounting techniques, exposing serious weaknesses in the 

corporate governance and regulatory supervision of one of the well-known multinational firms in 

Japan. When Michael Woodford, Olympus's CEO at the time, revealed a number of dubious 

transactions and questionable accounting methods within the organisation, the controversy came 

to an end. It came to light that Olympus had engaged in intricate and opaque purchases of 

businesses with questionable valuations in order to hide investment losses that went back to the 

1990s. The enormous losses—roughly $1.7 billion—were covered up by questionable accounting 

practices, such as exaggerated advising fees and incorrect accounting handling. 

The Olympus Scandal exposed serious flaws in Japan's corporate governance system. It brought 

to light a deeply ingrained culture of opacity in which a hierarchy of senior executives held 

significant authority, frequently at the price of accountability and openness. The scandal exposed 

the shortcomings in internal controls and board oversight, as well as the regulatory agencies' and 

auditors' cooperation in allowing these dishonest activities to continue unabated. The scandal's 

aftermath brought about a profound change in corporate governance in Japan. It sparked demands 

for swift changes to address underlying issues and rebuild investor confidence in the integrity of 

the nation's corporate sector. Authorities, such as the Financial Services Agency (FSA), have 

implemented policies with the objective of improving corporate disclosures, promoting 

transparency, and fortifying board independence and supervision. 

Japan's Corporate Governance Code was revised as a result of the incident, placing more 

emphasis on the value of independent directors, robust internal controls, and open financial 

reporting. Businesses were advised to move away from the corporate secrecy culture that had 

previously predominated and prioritise governance systems that promoted increased 

accountability and monitoring. Furthermore, calls for stricter inspection and enforcement of 

regulatory norms resulted from the scandal's heightened focus on auditors and regulatory 
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agencies. The Olympus Scandal's effects were felt throughout the corporate governance 

landscape globally, including outside of Japan. It acted as a warning story, igniting debates 

throughout the globe on the necessity of strong governance procedures, strict scrutiny, and moral 

behaviour in multinational firms. The controversy brought to light the dangers of poor governance 

and the necessity of encouraging an open and accountable corporate culture across the globe. 

The Olympus Scandal in Japan represents a seismic upheaval in the nation's corporate governance 

fabric, revealing deep-seated issues surrounding transparency, accountability, and regulatory 

oversight within one of Japan's iconic corporations. At its core, the scandal was a web of 

deceptive financial practices that had been meticulously orchestrated over several years, bringing 

to light a culture of secrecy and a lack of robust internal controls within Olympus. The scandal 

illuminated the formidable power wielded by a small group of senior executives within Olympus, 

exemplifying a corporate culture where hierarchical structures impeded dissent and critical 

oversight. Decision-making processes were concentrated within a close-knit circle, diminishing 

the effectiveness of board governance and creating an environment where ethical considerations 

took a backseat to protecting the company's reputation. The scandal exposed how entrenched 

organizational dynamics hindered the proper functioning of checks and balances, ultimately 

facilitating the perpetration of fraudulent activities. 

In response to the scandal's seismic impact, Japan's regulatory authorities embarked on a quest to 

revamp the country's corporate governance landscape. The Financial Services Agency (FSA) 

spearheaded initiatives to instill greater transparency and accountability, emphasizing the 

importance of independent oversight and enhanced disclosure practices within corporate entities. 

Amendments to Japan's Corporate Governance Code were introduced, advocating for the 

implementation of stringent internal controls, the appointment of independent directors, and the 

establishment of audit committees to fortify governance frameworks and ensure ethical conduct. 

Furthermore, the Olympus Scandal triggered a broader introspection within Japan's corporate 

community, sparking conversations about the need for a cultural shift towards openness, ethical 

decision-making, and a redefined approach to corporate transparency. It prompted companies to 

revaluate their governance structures, re-examine their internal processes, and prioritize ethical 

standards in their operations. The scandal's repercussions extended to the auditing profession, 

prompting a re-examination of the role and responsibilities of auditors, with an increased focus 

on their independence and vigilance in detecting irregularities. 

Beyond Japan, the Olympus Scandal resonated internationally, serving as a stark reminder of the 

risks associated with inadequate governance and the imperative for stringent oversight in 

multinational corporations. It prompted global discussions about the need for standardized 
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governance practices, stringent regulatory enforcement, and ethical conduct in corporate 

boardrooms worldwide. In essence, the Olympus Scandal in Japan was a catalyst for substantial 

introspection and reforms within the country's corporate governance framework. It triggered a 

fundamental reevaluation of governance practices, instigated sweeping regulatory changes, and 

stimulated a cultural shift towards transparency, accountability, and ethical conduct within 

corporate entities. The lessons learned from this scandal continue to reverberate globally, 

advocating for robust governance structures and ethical standards as pillars for sustainable and 

trustworthy corporate environments. 

To sum up, the Olympus Scandal in Japan revealed serious shortcomings in regulatory 

supervision, corporate governance, and ethical standards in the nation's corporate sector. It was a 

seminal event. It led to extensive changes in governance procedures, changes in regulations, and 

a resurgence of the focus on accountability and openness. The lessons learned from this incident 

have had a lasting impact on Japan's corporate governance structure, acting as a driving force 

behind significant adjustments meant to stop similar wrongdoings and promote an honest and 

open corporate culture. 

In the aftermath of significant corporate scandals like the Olympus Scandal, the Financial 

Services Agency (FSA) in Japan embarked on a series of regulatory reforms aimed at fortifying 

corporate governance and enhancing oversight mechanisms. The FSA introduced stringent 

measures to address the deficiencies that allowed deceptive practices to persist within corporate 

entities. These measures included revisions to the Corporate Governance Code, stressing the 

importance of board independence, transparent disclosures, and strengthened internal controls. 

Additionally, the FSA initiated policies to promote accountability, such as advocating for the 

appointment of independent directors and the establishment of audit committees within 

companies. The effectiveness of the FSA's regulatory responses in averting future governance 

failures remains a subject of evaluation. The reforms introduced post-scandals sought to instill 

greater transparency, ethical conduct, and oversight within corporations. They aimed to mitigate 

systemic weaknesses in corporate governance that facilitated fraudulent activities. The emphasis 

on independent oversight, enhanced disclosure norms, and improved internal controls represented 

a shift towards a more robust governance framework. However, the true efficacy of these reforms 

in deterring malpractices and preventing future scandals is contingent upon their implementation 

and enforcement across corporate entities, as well as the agility of regulatory bodies in adapting 

to evolving challenges. 

The ability of the FSA to adapt its regulatory framework to the evolving corporate landscape 

remains crucial in mitigating emerging risks and challenges. Corporate environments constantly 
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evolve, presenting new complexities and vulnerabilities that necessitate continuous regulatory 

adjustments. The FSA's responsiveness and adaptability in updating regulations to address 

emerging risks, technological advancements, and changing business models will determine its 

effectiveness in safeguarding against governance failures. As corporate practices, financial 

instruments, and global market dynamics evolve, regulatory frameworks must evolve in tandem 

to remain effective deterrents against malfeasance and ensure sustained investor confidence. 

Challenges persist in ensuring the comprehensive effectiveness of regulatory responses by the 

FSA. Despite reforms aimed at strengthening governance, loopholes and cultural nuances within 

corporate structures might still pose challenges to enforcement. Additionally, the rapid pace of 

technological innovation and globalization presents new challenges that demand swift regulatory 

responses to prevent exploitation and malpractices. The FSA's success in overcoming these 

challenges and its ability to consistently monitor, enforce, and adapt regulatory measures will 

shape its capacity to prevent future governance failures effectively. The continued collaboration 

with industry stakeholders, periodic reassessment of regulatory frameworks, and proactive 

adjustments to address emerging risks will be instrumental in fortifying Japan's corporate 

governance landscape under the purview of the FSA. 

 

Analysing and Comparing the efforts 

The Securities and Exchange Board of India (SEBI) and the Financial Services Agency (FSA) in 

Japan function as regulatory authorities overseeing their respective securities markets and 

financial sectors. SEBI, established in 1988, serves as India's securities regulator, while the FSA, 

formed in 2000, regulates Japan's financial services industry. Both agencies are entrusted with 

enforcing regulations, ensuring market integrity, and fostering investor protection through 

distinct enforcement mechanisms and policies tailored to their countries' regulatory 

landscapes.SEBI employs a multifaceted approach, combining enforcement actions, 

investigations, and adjudication to uphold regulatory compliance. Its enforcement arsenal 

includes penalties, disgorgement of profits, and even prosecution to deter market misconduct. 

However, SEBI faces challenges in swiftly resolving cases due to procedural complexities and 

legal bottlenecks, which can lead to delays in delivering justice. Conversely, the FSA adopts a 

proactive supervisory approach, emphasizing close monitoring, regular inspections, and 

regulatory guidance. Its strengths lie in early detection of irregularities and swift corrective 

actions, minimizing market disruptions. Nonetheless, the FSA's reliance on guidance and 

persuasion at times might lack the teeth necessary for robust enforcement. 

SEBI's effectiveness lies in its ability to respond assertively to market infractions and its focus 
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on implementing regulations to enhance market integrity and investor confidence. However, the 

agency sometimes faces challenges in ensuring uniform compliance across a diverse financial 

landscape, leading to pockets of non-compliance. On the other hand, the FSA's supervisory 

approach fosters a culture of compliance, resulting in better adherence to regulations among 

financial institutions. Yet, there might be limitations in enforcing compliance uniformly, 

especially in more traditional business sectors where practices are deeply rooted.SEBI and FSA's 

enforcement mechanisms significantly impact corporate governance practices in India and Japan. 

SEBI's actions have driven Indian companies to prioritize transparency, ethical conduct, and 

accountability, catalysing the establishment of robust governance frameworks. However, gaps in 

enforcement might lead to occasional lapses in governance standards. In contrast, the FSA's 

proactive supervision has instilled a stronger culture of compliance and transparency in Japan's 

corporate landscape. This emphasis on compliance has contributed to improved governance 

practices, but there might be limitations in tackling deep-seated cultural issues that affect 

governance. 

In conclusion, SEBI and the FSA employ distinct enforcement strategies with unique strengths 

and weaknesses in regulating their financial markets. SEBI's assertive enforcement actions have 

pushed for greater adherence to regulations, fostering improved governance practices in India. 

Meanwhile, the FSA's proactive supervisory approach has enhanced compliance levels but may 

require stronger enforcement teeth to address underlying cultural challenges. Moving forward, 

both SEBI and the FSA need to strike a balance between enforcement rigor and flexibility, 

address inherent weaknesses, and adapt swiftly to emerging challenges in the dynamic global 

financial landscape. Collaboration, periodic reassessment of enforcement strategies, and 

harmonization with international best practices will be pivotal in strengthening their impact on 

corporate governance practices. 

 

Role of Corporate Culture and Board Composition 

Corporate culture and board composition significantly impact decision-making processes, 

accountability, and overall corporate governance within companies in both India and Japan. 

These elements play a pivotal role in shaping the behaviour, values, and ethical standards 

prevalent in organizations, consequently influencing their long-term sustainability and integrity. 

An organization's corporate culture, which is engrained throughout, establishes standards, values, 

and behaviour patterns for its workforce. The business culture prevalent in India frequently 

exhibits hierarchical structures and a deference to authority, potentially impeding candid 

communication and dissent and influencing the decision-making process. A lack of accountability 
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could result from this hierarchical structure since staff members could be reluctant to question 

choices made by high management or bring up anomalies. Conversely, corporate culture in Japan 

has historically placed a strong emphasis on consensus-building and group harmony (referred to 

as "wa"), creating a cohesive but occasionally repressive workplace in which defying authority 

can be viewed as impolite. This culture may prevent accountability by discouraging constructive 

criticism or whistle blowing. 

The composition of corporate boards plays a pivotal role in steering governance practices. In 

India, boards historically comprised primarily of promoters or family members might prioritize 

personal interests over the company's welfare, potentially leading to conflicts of interest and 

governance lapses. Conversely, Japan often sees a concentration of insiders or long-tenured 

directors on boards, which might limit diversity of thought and independence, hampering 

effective oversight and decision-making. Contributions to or Mitigation of Governance Failures: 

The makeup of the board and the company culture can either strengthen corporate governance or 

serve as a barrier to it. Corporate scandals in both nations frequently highlight the ways in which 

governance failures can be caused by a toxic corporate culture that accepts unethical behaviour 

or by an insular board devoid of independent supervision. Nonetheless, businesses that promote 

openness, moral behavior, and diversity on their boards typically lessen the impact of governance 

errors. Stronger governance practices, for example, are typically displayed by organizations in 

Japan that encourage open communication despite hierarchical rules or in India that appoint 

diverse and independent boards. 

To foster a culture of transparency and accountability, companies must prioritize diversity in 

board composition, ensuring representation across gender, expertise, and independence. 

Inculcating a culture that encourages open communication, values ethical conduct, and rewards 

accountability is imperative. Indian companies embracing whistleblower protection mechanisms 

and Japanese firms encouraging more active dialogue in boardrooms can significantly bolster 

governance practices. Implementing comprehensive training programs, establishing robust 

internal control systems, and encouraging a culture of speaking up against wrongdoings can 

reinforce ethical standards and accountability. 

Going forward, businesses in Japan and India ought to concentrate on developing a culture that 

values moral behavior, openness, and responsibility from the top down. It is critical to increase 

board diversity, create a climate that welcomes differing viewpoints, and strengthen the 

procedures for reporting violations. Regulators ought to support excellent practices and provide 

incentives for businesses to embrace progressive governance principles. Furthermore, it is 

imperative that corporate cultures and board structures be continuously assessed and modified to 
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conform to international best practices. This will guarantee that governance continues to improve, 

that stakeholder trust is strengthened, and the long-term viability of businesses in both countries 

is reinforced. 

An important factor in determining business culture is leadership. The attitudes, actions, and 

moral principles of the leadership set the standard for the entire organisation in both Japan and 

India. Building a culture that places a high priority on integrity, transparency, and accountability 

requires ethical leadership behaviours. Leaders who set a good example, promote open 

communication, and show a dedication to moral decision-making play a major role in helping 

their organisations develop a culture of accountability and excellent governance. Ensuring 

diversity and independence within corporate boards is critical for effective oversight and robust 

governance. In India, boards benefit from increased independence, gender diversity, and varied 

expertise, which contribute to better governance practices by fostering more comprehensive 

discussions and diverse perspectives. In Japan, promoting diversity in terms of skill sets, age, and 

international experience on boards can counteract insular decision-making and facilitate a broader 

range of viewpoints, enhancing board effectiveness. 

In conclusion, corporate culture and the makeup of the board have a big impact on how Indian 

and Japanese businesses make decisions, hold themselves accountable, and handle governance. 

The key to reducing governance failures and promoting a culture of accountability and openness 

in corporate contexts is to engage with stakeholders, embrace global best practices, build diverse 

and independent boards, and create an ethical and transparent culture. Driving lasting corporate 

governance advances in both countries will require matching leadership values with moral 

behaviour, adjusting for cultural quirks, and putting progressive governance practices into 

practice. 

 

Shareholder Activism and its Impact on Governance 

Exploring the role and impact of shareholder activism in shaping corporate governance practices 

in India and Japan unveils the multifaceted dynamics that influence decision-making, 

accountability, and the pursuit of sustainable business practices. Shareholder activism constitutes 

a crucial mechanism through which investors exercise their influence to steer corporate behavior 

and governance. In India, shareholder activism has witnessed a gradual but impactful rise, 

primarily driven by concerns over governance lapses, inadequate disclosures, and shareholder 

rights. Activist investors, often institutional shareholders or minority stakeholders, leverage their 

ownership positions to voice concerns, demand reforms, and push for changes in corporate 

strategies. This activism manifests in various forms, including proxy voting, filing resolutions, 
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litigation, or engaging in dialogue with company management and boards. However, cultural 

inclinations towards consensus and hierarchical structures occasionally dampen the potency of 

shareholder activism in India, as it may be perceived as confrontational or disruptive within the 

traditional corporate framework. 

On the other hand, Japan has historically displayed a more subdued terrain of shareholder 

activism, marked by a tradition of group decision-making and a historical propensity for harmony 

preservation. On the other hand, recent changes to regulatory frameworks and corporate 

governance standards have progressively opened the door for more shareholder activism and 

involvement in Japan. The development of institutional shareholders and activist investors raising 

concerns about governance standards and underperformance, while not as widespread as in other 

Western economies, indicates a shift in the market. In Japan, shareholder activism frequently 

takes a more cooperative stance, seeking to impact governance by positive interaction and 

discourse as opposed to aggressive means. 

While differing in degree and methodology, shareholder activism has a discernible influence on 

the decision-making procedures in both economies. In India, shareholder activism has been 

crucial in drawing attention to shortcomings in governance and persuading boards to implement 

more transparent procedures. There have been cases where activism has resulted in improved 

disclosure requirements, improved accountability systems, and altered board compositions. But 

obstacles remain because of powerful shareholders, ingrained interests, and complicated legal 

issues that sometimes make shareholder initiatives less effective. Similarly, in Japan, while 

historically shareholder activism was relatively subdued, recent trends indicate a shift toward 

increased shareholder engagement, particularly concerning corporate governance reforms. 

Activist investors targeting underperforming companies or advocating for governance 

enhancements have prompted changes in board structures, increased dividend payouts, and 

propelled dialogue on corporate strategy. Despite these advancements, cultural norms 

emphasizing consensus and harmony might pose hurdles to the aggressive tactics often seen in 

Western activist campaigns. 

Furthermore, shareholder activism plays a pivotal role in fostering accountability within 

companies. In India and Japan, activism acts as a check on management decisions, promoting 

transparency and accountability among boards and executives. By challenging governance 

lapses, inadequate risk management, or strategic missteps, shareholder activists catalyze 

discussions that compel companies to justify their actions and decisions to their shareholders and 

stakeholders. This heightened scrutiny often leads to a re-evaluation of corporate strategies and a 

greater emphasis on shareholder interests and sustainable business practices. The influence of 
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shareholder activism in fostering sustainable business practices in India and Japan is steadily 

gaining ground. Activist interventions have spurred conversations about environmental, social, 

and governance (ESG) considerations, prompting companies to embrace more sustainable 

strategies. Activists advocating for responsible corporate behaviour, ethical practices, and greater 

social responsibility have prompted shifts towards more sustainable business models, aligning 

companies' interests with broader societal concerns. Moreover, shareholder activism advocating 

for improved governance practices, increased board diversity, and better risk management aligns 

with the pursuit of long-term sustainable value creation. 

In conclusion, there is no denying the influence of shareholder activism on corporate governance, 

even though it differs in intensity and methodology between Japan and India. It acts as a catalyst 

for change, encouraging businesses to adopt more accountable, transparent, and environmentally 

friendly corporate practices. Shareholder activism is still developing and changing the face of 

corporate governance as both economies negotiate changing regulatory environments, but it does 

so within the constraints of national legislative systems and cultural quirks. 

 

Conclusion 

In conclusion, the comparative analysis of corporate governance in India and Japan reveals 

multifaceted insights into the complexities that underlie sustainable business operations. The 

examination of historical, cultural, and regulatory landscapes elucidates the diverse influences 

that shape governance frameworks in these Asian economies. The exploration of high-profile 

corporate scandals, regulatory responses, and enforcement mechanisms underscores the critical 

need for robust governance structures and vigilant oversight. While SEBI and FSA have made 

strides in addressing governance failures, their strengths and weaknesses highlight areas 

necessitating continual refinement and adaptation to evolving challenges. 

Moreover, the role of corporate culture, board composition, and shareholder activism emerges as 

pivotal factors influencing decision-making processes and accountability within companies. 

Understanding the interplay of these elements offers pathways toward fostering transparent, 

ethical, and accountable business practices. This comparative analysis serves as a valuable 

resource, providing insights into mitigating governance risks and advancing sustainable business 

operations globally. By identifying root causes and evaluating regulatory approaches, this 

research contributes to the ongoing discourse on bolstering corporate governance practices and 

fortifying investor confidence in the international business landscape. 
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