SUPREMO AMICUS

(]

VOLUME 37 | April, 2025

ISSN 2456-9704

CORPORATE GOVERNANCE AND
REGULATORY COMPLIANCE : A
STUDY IN INDIAN PERSPECTIVE

By Priyanshu Verma
From Law College Dehradun, Uttaranchal University

By Dr. Ramakant Tripathi
From Law College Dehradun, Uttaranchal University

Abstract

In India, corporate governance is evolving with
regulations, important judicial decisions, and the
national market itself. The primary focus.of
governance is the §

|
enhancement 0 orporate

accountability while balancing the sSter ts OIC
stakeholders for achieving sustainabl

Having a set of legally binding rules to follow, which
include specific laws and regulations, along with
guidelines termed as compliance, gives birth to
regulatory compliance. With the support of a
corporate governance framework, a company can
operate in an ethical manner, thus, protecting the
confidence bestowed upon them by the invgstors. T

introduction of important regulations
Companies Act, 2013, SEBI (LODR) lations,
along with the several committee reco dations
from the Kumar Mangalam Birla and Narayana
Murthy Committees, the regulatory framework of
India has changed dramatically. Under Indian

as t

corporate governance, there are still issues with the
enforcement of regulations, conflicts of interests,
insider trading, corporate frauds, and the prevalence
of promoter-owned companies in the governance
structure. Furthermore, technological changes and
globalization require that Indian corporations
continuously align themselves with international
standards of governance and compliances. This article
seeks to examine the impact of corporate governance
on businesses and stakeholders in India as well as
conduct a thorough analysis of corporate governance
and regulatory compliance by evaluating its evolution,
key principles, regulatory framework, challenges, and

R E

the integration of modern technology into governance.
This multidisciplinary study addresses the case
studies, recent innovations in law, and emerging
issues concerning corporate governance which aim to
underscore how good governance enhances economic
growth and defends the interests of stakeholders. If
India intends to realize its aspirations of being an
economic superpower, then India needs to strengthen
and polish its corporate governance framework.

Understanding Corporate Governance

Corporate governance is referred as a system of rules
or practices determined by external and internal
structures ithin the corporation. A timely
I\jAJte}(VEptio lances the interests of the primary
stakeholde which include the company’s
shareholde anagement, consumers, suppliers,
nciers, megmlatory bodies, and the general public.
Proper governance promotes trust among stakeholders
and enhances long-term sustainable growth, while
ensuring effective, transparent, and ethical operations.
It provides decision-making lines where leadership
can be held accountable and permits achieving defined
objectives within the preset goals. In conditions of
speedy glgbalization, efficient corporate governance
L— pse esas onel of-the important factors determining a
country’s investment environment, impacting foreign
direct investment inflows and overall economic
growth.

Corporate governance is directly responsible for
building confidence among investors and maintaining
economic equilibrium. Respected enterprises are not
only able to attract more investments, but are also able
to operate within the legal framework while remaining
financially solvent. It allows for raised assurance, free
from fraud, mismanagement, or unethical dealings.
Social responsibilities help to enhance governance by
ensuring that firms actively work towards sustainable
development goals (SDGs) alongside ethical business
conduct. In a competitive world today, businesses that
adhere
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The Satyam scam the IL and FS crisis and the Yes
Bank crisis are just a few of the corporate frauds and
financial scandals that have occurred in India and
revealed flaws in governance procedures. Strong
governance procedures are necessary to protect
stakeholder interests and rebuild public trust as these
incidents  demonstrate.  Sustainable  economic
development is eventually the result of improved
market integrity legal compliance and ethical business
practices brought about by effective corporate
governance. The 1991 economic liberalization of India
and its subsequent integration with international
markets had a big impact on corporate governance
procedures. In order to establish governance standards
and guarantee compliance regulatory organizations

like the Reserve Bank of India (RBI) the Se;ﬂie gnb E
iistry of

Exchange Board of India (SEBI) and thg

though the 1956 Companies Act governed corporate
affairs poor governance frameworks resulted from
insufficient investor protection and ineffective
enforcement. At this time most Indian companies were
family-owned and most corporate decisions were
made by promoters. This frequently resulted in
resource misuse and conflicts of interest. Due to lax
regulatory frameworks which also resulted
inadequate accountability and disclosure requirements
corporate fraud and financial misconduct became
widespread.

in

Post-Liberalization Reforms (1991-2000)

An importantturning point for corporate governance
i I@| wa economic reforms of 1991. The need
to bring I corporate governance practices into

h international standards grew as a

Corporate Affairs (MCA) have been eaenwl C tﬂojpliance
regulatory interventions have contributgd] " jth lt.of ecammmic liberalization and an increase in

transformation of corporate governance in India. In
2000 the Listing Agreements Clause 49 was
introduced requiring listed companies to follow risk
management  guidelines  independent  director
requirements and disclosure standards. Significant
changes were brought about by the Companies Act of
2013 including increased shareholder rights strict
director liabilities and mandatory CSR.
groups like the Kotak Committee (2017
important suggestions for raising
standards.

itional
e made
ernance

Evolution of Corporate Governance

Corporate governance in India has evolved over
several decades, shaped by economic reforms,
regulatory interventions, and landmark corporate
fraud cases. The journey of corporate governance in
India can be divided into three distinct phases:

Pre-Liberalization Era (Before 1991)

Corporate governance in India was primarily
influenced by government laws and regulations prior
to economic liberalization with little emphasis placed
on corporate accountability and transparency. Even

foreign investment. To improve investor protection
and oversee capital markets the Securities and
Exchange Board of India (SEBI) was founded in 1992.
Mandatory disclosures and enhanced financial
reporting standards for listed companies were among
the major reforms implemented during this time.

L_ pAcEitional . SEBI introduced Clause 49 in the
Li

ing Agteement-which requires corporate boards to
have independent directors. This increases
managements accountability to stakeholders and
shareholders. The Kumar Mangalam Birla Committee
(1999) which established basic principles for good
governance like board independence risk management
and financial disclosure transparency was one of the
corporate governance committees that emerged during
this time.

Strengthening of Corporate  Governance
Framework (2000—Present)

A string of corporate scams in the early 2000s revealed
flaws in the laws that were in place. Often called
India’s Enron the Satyam scandal of 2009 brought to
light the necessity of more stringent laws to stop
corporate fraud and financial misrepresentation. A
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number of historic reforms were implemented in
response including the following.
* Important provisions for governance were introduced
by the Companies Act of 2013 which superseded the
antiquated Companies Act of 1956. o Required CSR
(corporate social responsibility) programs.

o More stringent guidelines for the makeup of the board
including independent directors. Improved financial
reporting and audit transparency. The 2015 SEBI
(Listing Obligations and Disclosure Requirements)
Regulations further reinforced compliance requirements
and disclosure standards for listed companies.

* To strengthen creditor protection and corporate debt
resolution procedures the Insolvency and~ B
Code (IBC) 2016 was introduced.

UPR E Mg

* Regulatory Need: Listed companies are required by
Indian corporate laws including the Companies Act
2013 and the SEBI (Listing Obligations and
Disclosure Requirements) Regulations to regularly
disclose financial and operational information.
Publication yearly reports hosting investor briefings
and keeping thorough corporate governance
disclosures on business websites are examples of best
practices.

Accountability

Corporate accountability ensures that company
executives and board members are held responsible
s and decisions. Effective governance

nsure that the management is

\/ answerable hareholders and other stakeholders.
* A greater focus on environment: cla

governance (ESG) considerations as businesses are
compelled to reveal their sustainability initiatives.

» The use of technology-driven governance solutions
like blockchain-enabled financial transparency and Al-

based compliance monitoring.

Principles of Corporate Governance

a set of
behaviour

The foundation of corporate governance
core values that direct ethical
accountability and corporate decision-making. These
guidelines make sure that companies run ethically
fairly and transparently which builds confidence with
regulators investors and other stakeholders.

Transparency and Disclosure

In corporate governance transparency refers to the
timely accurate and transparent disclosure of a
business financial and operational activities.
Businesses must give stakeholders crucial information
about their risk factors corporate policies executive
choices and financial health. Transparency lowers the
possibility of corporate malpractice and fraud while
boosting investor confidence.

Board OverSIght. The board of directors plays a key
role in monitoring management actions and ensuring
alignment with corporate objectives.

Shareholder Rights: Providing shareholders with
voting rights and access to corporate information

empowers to-hold the company accountable.
SUPREMC

Fairness and Equity

Fairness and equity principles ensure that all
stakeholders, including minority shareholders,
employees, and customers, are treated justly. Good
governance frameworks prevent conflicts of interest
and protect stakeholders from exploitation.

Protection of Minority Shareholders: Companies
must ensure that controlling shareholders do not take
undue advantage of minority stakeholders.

Equal Access to Information: All shareholders
should receive the same level of information and

opportunity to participate in decision-making.

Responsibility and Ethical Conduct

PIF 6.242

wWww.supremoamicus.org




SUPREMO AMICUS

VOLUME 37 | April, 2025

AEUs 8

(]

ISSN 2456-9704

Corporate governance frameworks emphasize ethical
business practices, social responsibility, and
sustainable development. Companies are expected to
adopt responsible policies that benefit society while
maximizing shareholder value.

Corporate Social Responsibility (CSR): The
Companies Act, 2013, mandates certain companies to
allocate a percentage of their profits to CSR initiatives.

Environmental, Social, and Governance (ESG):
Companies are increasingly integrating ESG factors

into their business strategies to promote sustainability.

Independence and Objectivity

The independence of decision-making b)(:‘diets; JsuEi; aQ E

the board of directors and audit ¢ tees, 1

essential for unbiased

corporate ﬁvﬁzﬂ ce C lanj provid
Independent directors play a critical role Jn €nStrin histleb

impartiality and preventing conflicts of interest.

Role of Independent Directors: The Companies Act,
2013, mandates a certain number of independent
directors on boards to enhance objectivity in decision-
making.

Audit Committees: Independent audit
ensure the integrity of financial re
compliance with regulations.

g and

Risk Management and Internal Controls
Corporate governance frameworks must include
robust risk management and internal control
mechanisms to mitigate financial, operational, and
compliance risks.

Risk Assessment: Companies should regularly assess
financial, regulatory, and operational risks to
implement effective mitigation strategies.

Internal Audit Mechanisms: A strong internal audit
function helps detect fraud, ensures regulatory
compliance, and enhances financial accountability.

Regulatory Frameworks of Corporate Governance
in India
India has a robust corporate governance regulatory
framework that is constantly evolving to address new
problems. There are several laws rules and guidelines
that are designed to safeguard the interests of investors
ensure ethical business practices and promote
transparency in organization operations. The dot. Act
of 2013 on Companies. The Company’s Act of 2013
is the cornerstone of Indian corporate governance. It
resulted in several reforms to enhance investor
protection accountability and transparency. The Act
mandates the appointment of independent directors
establishes the necessity of corporate social
responsibility, (CSR) and enforces strict financial
'scfcsgre rgmirements. Additionally, it ensures that
companies re to stringent governance standards
0ls for corporate misconduct reporting
rs. SEBI and Listing Regulations. For
listed businesses the Securities and Exchange Board
of India (SEBI) is primarily in charge of corporate
governance. The 2015 SEBI (Listing Obligations and
Disclosure Requirements) Regulations set strict
guidelines for corporate disclosure shareholder rights
and board duties. The establishment of audit

cogmittej\tﬁe appointment of independent directors
mitteé L pan the- cantrol “of related party transactions are all

provisions that guarantee improved governance in
publicly traded companies. Reserve Bank of India
(RBI) regulations. The Reserve Bank of India (RBI)
has established a governance framework for banks and
non-banking financial companies (NBFCs) that
includes stringent eligibility requirements for board
members mandatory disclosure standards and risk
management protocols. The RBIs regulations help to
ensure financial stability prevent financial fraud and
preserve investor faith in the banking system. the 2002
Competition Act.
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The Competition Commission of India (CCI) governance standards is difficult for regulatory
regulates corporate behavior to prevent monopolistic agencies like the Reserve Bank of India (RBI) the
practices and ensure fair market competition. Cartels Ministry of Corporate Affairs and SEBI. Although the
are prohibited by the Act which also regulates mergers Companies Act 2013 and SEBI (LODR) Regulations
and acquisitions and penalizes unethical business contain stringent provisions many corporations
practices that harm consumers interests. Through the continue to engage in unethical business practices due
enforcement of fair competition laws the CCI works to a lack of regulatory oversight and delayed legal
to improve the business environment in India. actions. Without strong enforcement mechanisms

companies can avoid governance standards without
Other signatory bodies facing severe consequences.

In order to prevent mismanagement and safeguard the Promoter Dominance and Minority Shareholder
rights of creditors the IBC established a systematic Rights and Ineffective Board Independence and
procedure for resolving corporate insolvency. Lack of Accountability
Through the promotion of corporate accountability the
strengthening of creditor rights and the; 'emcjas' ) OIQ E I\J}TOIP’Gtgrs pgllier over decision-making is a significant
time-bound resolutions the law makes hat issuefor I corporate governance. Many Indian
troubled businesses do not pose SyStGHKSlXEZIi C E)jnesses either family-run or dominated by a
economy. In India corporate governange 1§ impacte ct_few amdividuals who wield disproportionate
by several other laws. In addition to preventing illicit influence over corporate decisions. Conflicts of
financial activity the Prevention of Money Laundering interest often result in the rights of minority
Act (PMLA) of 2002 ensures financial transparency. shareholders being ignored. Board independence is
The Information Technology Act of 2000 contains crucial to corporate governance because it guarantees
regulations pertaining to cybersecurity and data that the companies decisions are based on
security. SEBI has also created Environmental Social stakeholders interests rather than individual
and Governance (ESG) disclosure guidelines references. However, many Indian companies do not
encourage sustainable business practices. g L pﬁaﬁfe borrﬁk}itely- autonomous boards. A lot of
independent directors have intimate ties to promoters
Challenges in Corporate Governance infiiidia and management so the appointment process is often
unclear. Since independent directors are unable to
Although corporate governance in India has advanced fulfill their oversight duties this could lead to subpar
significantly in recent years a number of obstacles still corporate governance frameworks and compromised
stand in the way of its full potential. These problems decision-making.
stem from corporate wrongdoing regulatory gaps
organizational accountability issues and structural Insider Trading and Corporate Frauds
problems. To promote an open and morally conscious
business environment these barriers must be removed.
Here are a few of the main corporate governance Insider trading and corporate fraud continue to be
issues that India is facing. major issues in the Indian market. Cases of market
manipulation and information asymmetry persist in
Weak Enforcement and Regulatory Gaps spite of SEBIs strict regulations against insider
trading. Prominent scandals that draw attention to the
Although India has a robust legal system that governs weaknesses in Indias corporate governance structure
business operations it is still very challenging to include the Satyam scam and the IL and FS financial
enforce these laws. Enforcing strict adherence to crisis. Fraudulent financial reporting earnings
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misrepresentation and  opaque  related-party
transactions undermine investor trust and harm Indian
companies reputations.
Other challenges the
governance in India

faced by corporate

Regulatory burden and administrative roadblocks.
Excessive bureaucratic requirements frequently
accompany corporate governance compliance in India
burdening businesses with compliance. Even though
rules are meant to increase transparency companies
may end up concentrating more on formalities than the
core principles of governance as a result of
excessively complicated compliance frameworks
Furthermore start-ups and smaller busin€ss

to comply with strict regulations whichc eﬁr It 1ﬁ

more than just following rules and laws its also about
encouraging an ethical and honest culture
businesses. A lot of Indian businesses continue to face
problems with unethical behavior such as bribery
corruption and lobbying. Because employees fear
reprisals for reporting dishonest or unethical practices
the lack of robust internal whistleblower mgchanis

makes governance problems even DZS
protection and cybersecurity challenges. rporate
operations become more digitally tegrated
cybersecurity has become a crucial component of
governance. Data breaches and cyber risks result from
Indian businesses frequent lack of comprehensive
strategies to protect digital assets. Although many
businesses find it difficult to put in place sufficient
cybersecurity measures data privacy laws like the
Digital Personal Data Protection Act 2023 impose
strict compliance requirements. Customers trust
corporate transparency and the integrity of
governance are all risk from inadequate
cybersecurity  frameworks.  Globalization and
International Standards Compliance. Conforming to
international corporate governance standards is
becoming essential as Indian businesses increase their
global presence. A problem though is the disparity
between national governance standards and

in

at

L p:(j:?ernanc

E LG
non-compliance or loophole exploitatio: mll C wlres a
an ethical corporate culture. Corporat h_incl

international best practices. Many Indian companies
especially those that operate internationally find it
difficult to meet international regulatory standards
like those established by the World Bank OECD and
International Financial Reporting Standards (IFRS).
One of the most important challenges for companies
striving for global integration is bridging the gap
between Indian and international governance
standards. Legal ambiguity and judicial delays. A
major obstacle to the implementation of corporate
governance is Indias sluggish legal system. Due to
judicial backlogs cases involving corporate fraud
shareholder disputes and regulatory violations
frequently take years to resolve. Delays in court cases
deter investors from pursuing legal action and lessen
Ipor governance rules deterrent power.
pt enforcement of governance laws
effective dispute resolution process
fortifying commercial courts and
tribunals. Enhancing Governance Mechanisms: The
Path Ahead. A multifaceted strategy is needed to
address corporate governance issues in India.
Important first steps in improving governance include
bolstering regulatory enforcement increasing board
independence encouraging moral leadership and
amlining ,compliance frameworks. Furthermore
Iggandards can be raised by implementing
technological solutions like blockchain for transparent
reporting and Al-driven compliance monitoring.
Corporate governance in India will be further
strengthened by promoting shareholder activism
enhancing protections for whistleblowers and
guaranteeing prompt legal resolutions.

Future of Corporate Governance in India

Significant changes in corporate governance in India
are being driven by evolving international best
practices technological integration and regulatory
advancements. To manage new opportunities and
challenges in the business environment corporate
governance must adapt as India gets closer to
becoming a significant player in the global economy.
enhancements to governance laws and their
fortification. One of the most crucial elements of
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corporate governance for Indias future is
strengthening regulatory frameworks. It is expected
that the government and regulatory bodies like SEBI
and the Ministry of Corporate Affairs (MCA) will
implement more stringent laws and compliance
requirements to increase accountability and
transparency. Given shifting business conditions new
regulations may impose corporate governance
standards more rigorously particularly with regard to
financial disclosures board independence and
promoter influence. Ensuring compliance and
lowering governance risks will require strengthening
the roles and responsibilities of audit committees
independent  directors and risk management
frameworks. Combining technology and digital
governance. Corporate governance in dndi :Fl
greatly impacted by technology. @
blockchain big data analytics
intelligence  (Al) enhance
compliance monitoring and fraud detection. Al-
powered governance tools enable real-time financial
transaction monitoring anomaly detection and
improved  regulatory  oversight.  Blockchain
technologys decentralized immutable ledger system
can be extremely helpful in reducing fraud and
ensuring that company disclosures are impenetrabl
As companies rely more and more digit
transactions and automated  deci making
incorporating technology into ernance
frameworks will become essential. expanded
knowledge of environmental social and governance
(ESG) factors. Corporate governance will place a high
priority on sustainability and ethical business

will

practices in the future. Investors regulators and
consumers are calling for greater corporate
responsibility with regard to environmental social and
governance (ESG) considerations. Companies will be
required to disclose their ESG commitments and
employ sustainable business models. Since SEBI first
introduced the Business Responsibility and
Sustainability =~ Reporting (BRSR)  framework
additional requirements of this kind are most likely in
the works. If companies don’t integrate ESG factors
into their governance frameworks they risk losing the
confidence  and  credibility  of  investors.

B NS
A?VHC |

L pjug abiding

internationalization and adherence to global best
practices. As Indias economic hegemony increases its
corporate governance standards must align with
global standards. International regulatory bodies like
the World Bank the OECD and the International
Financial Reporting Standards (IFRS) have created
corporate governance standards. These global
governance standards will be mandatory for Indian
companies particularly those with foreign investments
or international operations. This alignment is expected
to increase investor confidence promote cross-border
cooperation and elevate Indias profile in global
markets. improving shareholder rights and protection.
Going forward one of the main areas of focus for
corporate governance in India be the
f shareholder rights and protection.
holders often find it difficult to be
y in companies that are promoted.
for shareholder activism more
transparent voting processes and improved grievance
procedures are possible future modifications.
Strengthening sharcholder engagement through
digital voting platforms and disclosure requirements
will ensure that company decisions align with
stakeholder interests. Organizational culture and
al guidance. Corporate governance is more than
My the law it also entails fostering an

ethical corporate culture. In Indian companies’ moral
leadership and integrity responsibility must be
prioritized at all levels. Future governance reforms
may place a higher priority on leadership development
initiatives for corporate ethics committees and the
requirement that key managerial personnel possess

will

governance certifications. In order to prevent fraud
misconduct and unethical behavior a corporate
integrity culture must be established. Challenges and
the Way Ahead. Despite these advancements
implementing sound governance practices remains
challenging. Judicial delays regulatory enforcement
and resistance from influential corporate interests
continue to impede progress. Addressing these issues
will require a multi-stakeholder approach that
includes the judiciary corporations investors and
government  regulators. ~ Without  improved
enforcement mechanisms streamlined legal processes
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and proactive corporate compliance governance
reforms will fail.

Conclusion

Corporate governance in India has evolved
significantly, moving from a loosely regulated system
to a more structured and transparent framework.
However, challenges such as regulatory gaps, weak
enforcement, corporate frauds, and promoter
dominance continue to hinder its effectiveness. Legal
reforms alone are not enough effective
implementation and a strong ethical commitment from
corporate entities are equally vital. Laws like the
Companies Act, 2013, SEBI (LODR) Regulations

and CSR norms have strengthened goveru eg
compliance must be seen as an ethical 1% si 111ty
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rather than just a legal requirement. G olitic ekly
technology particularly Al, blockchain am

analytics can enhance transparency, reduce fraud, and
improve compliance.

Strengthening  board independence, protecting
whistleblowers, and encouraging shareholder
activism are crucial. The judiciary and regulators also

improve governance standards. To st lobally
competitive, India must integrate intern al best
practices into its domestic framework. Aligning with
global norms, enhancing transparency, and fostering
responsible business behaviour are essential steps.

In conclusion, while progress has been made,

play a vital role swift legal processes, strict enaltlz% igation HM and
and active oversight can build 1nvestﬁst a L pR latio 2015.

sustained efforts are needed to build a corporate
environment rooted in transparency, accountability,
and ethical conduct. A collaborative approach
leveraging regulation, technology, and corporate
responsibility will shape a resilient governance
framework that supports long-term economic growth
and stakeholder trust.
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