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& ABSTRACT

b e Corporate governance is the framework of rules, regulation and procedure through
® updates which the company is regulated and governed to maintain the balance between the

stakeholders and investors of the company.
Corresponding Author This paper delves into the role of governance practices within the corporate landscape of
Nitish Agrawal, India and other related jurisdictions. Corporate governance in its present form is a
intricate interplay of legal dimensions, ethics, morality and financial efficiency. Corporate
DoI Governance is necessary to foster a culture of awareness and openness, transparency and

credibility. Different countries follow diversified corporate governance model by
stressing the importance of investors etc.

In this paper, we examine the evolution of corporate governance over time in India, UK
and USA. We also try to draw a comparison between various corporate practices adopted
by the corporations around the world followed by its ultimate impact on their success.
The aim of this paper is to evaluate a variety of corporate governance techniques based
on factors such as Board Constitution, Board Structure, Board Committees, Exploring the
roles of Independent Directors and their responsibilities, examining Conflict of Interest
issues, and analyzing the Disclosure of Information requirements. In addition, the paper
also stresses upon the growing investor focus on environmental, social, and governance
(ESG) issues has prompted a departure from the traditional emphasis on shareholder
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1. INTRODUCTION

Governance is the procedure of building and applying ruling with an organisation or association which comprises
of decision making and rules-setting, policies making and implementation tool to guide the functioning of an
organisation. Efficacious governance is necessary for achieving objective and addressing the needs of the organisation.
Corporate governance is intrinsic to the presence of the company. The requirement for corporate governance is needed
for building trust, persevering ethical standards and securing the resilient success and sustainability of the company.

Effective Corporate governance does not simply involve merely a compliance requirement; rather, it is a cornerstone
for fostering trust among stakeholders, promoting sustainable business practices, and enhancing long-term value
creation. Virtuous Corporate Governance encourages investors’ confidence which is important to the ability of institution
listed to compete for capital. International investment flow enables corporates to get financing from a much-extended
investor group. In an effort to obtain the maximum benefit of the worldwide market and capture enduring capital,
corporate governance framework must inspire trust and confidence.

This legislative framework reflects India's commitment to aligning its corporate governance practices with global
standards. The legislative framework for corporate governance in India is comprehensive, comprising various laws,
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regulations, and guidelines with the objective to ensure transparency, accountability, and fairness in the functioning of
corporate entities.

The companies act 2013 which contemplate revolutionary transformations in the realm of corporate governance,
read with Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements) Regulations, 2015
furnishes diverse measures and regulations promoting the effective governance of companies.”" The Companies Act 2013
serves as a cornerstone legislation regulating the establishment, regulation, and dissolution of companies in India. The
Act emphasizes the role of independent directors and mandates the establishment of various committees, such as the
audit committee and nomination and remuneration committee.

2. HISTORICAL DEVELOPMENT OF CORPORATE GOVERNANCE

The historical progression of corporate governance principles in India. has undergone significant changes over the
years, shaped through economic transformations, regulatory management, and global interventions. Post world war-II,
the USA cultivated robust economic expansion which had played a pivotal role in fostering vigorous economic
development. Corporations were thriving and undergoing rapid expansion. During the 1970s, the Securities and
Exchange Commission (SEC) played a central role in elevating the discourse on corporate governance by taking a stance
and advocating for official reforms in this domain. In 1976, the expression "corporate governance" made its inaugural
appearance in the Federal Register, the formal publication of the United States federal government. The Securities and
Exchange Commission, in collaboration with the New York Stock Exchange, took a pivotal role in spearheading the
progress and execution of corporate governance practices across all enterprises.

In the midst of the 1990s, corporate governance took center stage in the United Kingdom, spotlighting a critical era
marked by executives partaking in unjust practices, leading to the emergence of significant challenges within companies.

In 1991, the London Stock Exchange and the Financial Reporting Council jointly formed the Cadbury Committee, a
dedicated body focused on addressing financial dimensions within corporate governance. The recommendations of the
Cadbury Committee materialized into a comprehensive report advocating principles such as directorial accountability,
equitable share distribution among shareholders, transparent information disclosure, and more. Subsequently, a code
based on these principles were incorporated into the listing requirements of the London Stock Exchange for companies.
The fundamental assumption was that implementing these suggestions would result in enhanced board supervision. The
Cadbury Committee advocated for maintaining a professional and impartial rapport between the board of directors and
auditors, aiming to ensure an accurate and transparent representation of the company's financial statements for all
stakeholders.

Prior independence the corporate landscape in India during this period was influenced by colonial rule, with many
companies operating under British governance structures. The focus was primarily on shareholder protection, and
companies were governed by various legal frameworks, including the Companies Act of 1913.

USA

The United States of America experienced the evolution of the inaugural inclusion of corporate governance
principles in the mid-1970s when the Federal Securities Exchange Commission introduced the concept of corporate
governance in the form of managerial accountability. Several reforms were introduced to provide transparency
regarding the independence of directors and the establishment of audit, nomination, and compensation committees by
the publicly traded companies.

As shareholders increasingly turned to litigation to contest the implementation of defensive strategies in legal
arenas, the judiciary consistently supported board actions, particularly when endorsed by independent outside directors
exercising unbiased judgment, and deemed such actions legitimate. This judicial position further solidified the pivotal
role of the outside director in corporate governance. These outside directors are now known as independent directors.

And hence by the end of 1980s, the term "corporate governance" gained traction as it became more closely linked
with the safeguarding and advancement of shareholder interests.
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United Kingdom

The well-known Cadbury Committee of UK characterised “corporate governance” in its report (Financial Aspects of
Corporate Governance, distributed in 1992) as “the framework by which organisations are coordinated and controlled”".

"The corporate governance framework in the UK is deeply rooted in the principle of maximizing shareholder value
". The Combined Code of 1998 (the “Code”) was introduced to explain the best practices related to corporate governance.
The Code adopted was related to voluntary disclosure mandating the corporations to ‘comply or explain’ demanding
greater transparency with self-regulatory approach. "In instances of non-compliance with The Code, an explanation
should be furnished, outlining the context, presenting a cogent rationale tailored to the company's circumstances,
specifying if the departure from The Code is temporary, and elucidating the alternative strategies being adopted by the
company to uphold the Code's principles and diminish any supplementary risks."

The UK Corporate Governance Code of 2010 was rolled out, incorporating amendments from the Combined Code,
particularly emphasizing aspects such as risk management and internal control, remuneration strategies closely tied to
long-term business growth, and fostering shareholder engagement.

India

The definition of corporate governance was first introduced in 1988 by the Confederation of Indian Industry? as
“Corporate governance oversees laws, methodologies, practices, and standards. Under-lying principles that decide an
organisations capacity to undertake administrative decisions related to investors, banks, clients, the State, and
representatives.

The Birla Committee in 19993 was formed to view corporate governance from the perspective of the investors and
shareholders to fit the Indian corporate landscape. The Committee introduced the concept of ‘stakeholders’. The report
mainly consisted of mandatory and recommendatory provisions related to rights of shareholders including institutional
shareholders, declarations related to quarterly outcomes, disclosing performance of the company to the investors etc.

Fast forward in 2003, Narayan Murthy Committee* was formed to majorly to advice on the implementation of
corporate governance and to upgrade the integrity and transparency of the market in terms of the performance of the
companies. The Committee delved into the concept of nominee directors differently from independent directors
recommending discretionary nomination of nominee directors by the companies.

Lastly, JJ Irani Expert Committee® in 2005 made recommendations related to manner of appointment, removal, and
resignation of directors, It was asserted that the final authority to appoint or remove directors should rest with the
company i.e., of the shareholders. The committee also suggested the need for stringent provisions for violation of
corporate governance norms.

3. CORPORATE GOVERNANCE AROUND THE WORLD: A COMPARATIVE ANALYSIS

Corporate Governance, though is largely implemented to serve the same purpose across jurisdictions, however, the
“one size fits all” principle cannot be applied when it comes to practices and procedures. Corporate governance
frameworks often exhibit considerable diversity from one nation to another, reflecting disparities in legal structures and
cultural norms, economic structures, and historical contexts. The corporate governance models in both the USA and UK
are founded on the principle of “shareholder primacy”. Whereas countries like Japan and Germany implement a more
balanced approach between shareholders and stakeholders. Below is an analysis of corporate governance models across
various jurisdictions:

USA

The landscape of corporate governance models can generally be categorized into two main frameworks: the Anglo-
American Model and the Non-Anglo-American Model.

1 Sir Adrian Cadbury, Report of the Committee on the Financial Aspect of Corporate Governance (Gee & Co. Ltd. 1992).
2 Desirable Corporate Governance: A Code (1998).

3 The Report of the Kumar Mangalam Birla Committee on Corporate Governance (1999).

4 The Report of Shri N R Narayana Murthy Committee on Corporate Governance (2003).

5 The Report of the Expert Committee on Company Law (2005).
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Anglo-American Model: This model is based on the principle of “Shareholders Wealth Maximisation”. This
classification can be further subdivided into the Liberal Model and Coordinated Model. The former prioritises the interest
of the shareholders and the latter recognises the interest of the stakeholders.

Non-Anglo-American Model: This model is based on the principle of “Corporate Wealth Maximisation”. This model
is mostly adopted by the developing countries as they continue to observe major changes in business and political
landscape and hence corporate governance takes a back seat for them.

The listed entities and the corporate governance norms in USA is largely shaped by institutions such as the Securities
and Exchange Commission ("SEC") and the New York Stock Exchange ("NYSE") and NASDAQ.

USA has a unitary structure for the board of directors. The board of directors plays a multifaceted role encompassing
various responsibilities, including the selection, assessment, and remuneration of the Chief Executive Officer,
deliberating and endorsing the company's strategic direction, ensuring shareholder interests are prioritized, and
supervising the auditing process to ensure accurate financial reporting. Notably, neither the SEC nor federal legislation
mandates a specific board size, leading to significant variation across companies, with an optimal range typically falling
between seven to ten directors. The majority of the directors have to be independent as per the listing rules of the NYSE
and NASDAQ. The three major committees ensuring compliance with corporate governance norms are Audit Committee;
Nomination Committee; and Compensation Committee.

From the above analysis, we understand that there is a layer of regulations at both federal and state level making
compliance a difficult task for US entities.

United Kingdom

The UK's corporate governance framework operates on the "comply or explain" principle, widely regarded as one
of the most effective models globally. The most important code of practice is the UK Corporate Governance Code® (the
“Code”), which is published and updated periodically by the Financial Reporting Council (“FRC”), a statutory body
responsible for effective implementation of the Code. Below are the certain principles on which the Code functions:

e A company is headed by the Board which in turn is collectively responsible for the success of the company;

e The board should include a balance of executive and non-executive directors to avoid concentration of
decision-making power;

e There should be a formal and transparent procedure for appointment of new directors;

e Timely and transparent evaluation of the Board’s performance;

e Transparency in remuneration related decisions for directors;

e Transparent and fair procedure for appointment of audit committee and working of auditors; and
e Active involvement of shareholders in the affairs and objectives of the company.

The Code follows the approach that in case of non-compliance by the entities, a proper and clear explanation is
provided. The explanation should be accompanied by the background related to the non-compliance or deviation, concise
reasoning for the deviation, time consideration for the deviation, and alternative measures adopted by the company to
mitigate any risks associated with the non-compliance or deviation?.

India
The corporate governance norms were first time officially introduced by the Securities Exchange Board of India
(“SEBI”) in year 2000 via Clause 49 of the listing agreement of the stock exchanges (“Listing Agreement”)®. The Listing

Agreement contained various governance related reforms for the listed companies with disclosure requirements ranging
from structure and responsibility of board, internal control and interest of shareholders.

Fast forward in 2009, the Indian economy experienced a jolt when the massive Satyam scandal was exposed raising
concerns around implementation of corporate governance practises. Following the scandal, the Companies Act, 2013

6The Financial Reporting Council, The UK Corporate Governance Code (Issued on July 16, 2018).

7Financial Reporting Council (March 18, 2024), https://www.frc.org.uk/library/standards-codes-policy/corporate-governance/uk-corporate-

governance-code/.

8 Securities and Exchange Board of India, Clause 49 of the Listing Agreement, SMDRP/POLICY/CIR-10/2000 (Issued on February 21, 2000).
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was introduced by repealing the Companies Act, 1956 and the Listing Agreement was superseded by the SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015

Through these corporate governance reforms, government has endeavoured to achieve the following:
¢ Involvement of the industry giants in the progress of governance matters;
e Focus on improving the functioning and the role of board in the companies;

e Focus on independence of the board of directors, formation and working of Committees such as audit
committee and nomination and remuneration committee; and

e Transparent and defined rights of the shareholders.
Below are the certain practises incorporated under the reforms to streamline governance in Indian companies.
1) Dilution of promoter control

Concentration of power in the hands of the promoters is a widespread feature of Indian companies, however, it was
realised that this can lead to abuse of power while also neglecting interest of the minority shareholders. This issue was
addressed under the Companies Act, 2013 in form of provisions related to related party transactions (“RPT”), directors’
duties to act in good faith and to promote the interest of the shareholders/ stakeholders, and action against oppression
and mismanagement of the minority by the majority shareholders. Among above provisions, regulation of RPTs both
under the Companies Act, 2013 and SEBI (LODR) has played a significant role in keeping a check on the corrupt and
uncalled RPTs.

2) Duties of Board and practices

The Companies Act, 2013 stipulates the criteria and practices for transparent working of the Board which broadly
includes:

1) Qualification for the appointment of independent directors;
2) Stringent disclosure requirements;

3) Penalty and liability in case of class action suits;

4) Regulating and managing RPTs;

5) Gender inclusive provisions; and

6) Obligation towards shareholders and stakeholders.

Apart from the Companies Act, 2013, the publicly listed companies have to adhere to other significant regulations
under SEBI (LODR), 2015 which include:

1) Stricter rules related to board composition;
2) Stringent regulations for board committees and independence of directors; and
3) Expansive disclosure and reporting requirement along with heavy penalties.

Moreover, the Companies Act, 2013 imposes broad responsibilities and duties on directors to keep corporate
governance in check. These primarily include;

1) Fiduciary duty to act in good faith to advance the objectives of the companies ;

2) Breach of statutory duty leading to civil and criminal penalties against the “officer in default”!’; and

% SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015, Reg.30.

10 “Officer who is in default®, for the purpose of any provision in the Companies Act, 2013 enacts that an officer of the company who is in
default shall be liable to any penalty or punishment by way of imprisonment, fine or otherwise, means any of the following officers of a
company, namely:—

(i) whole-time director;

(if) key managerial personnel,

(iif) where there is no key managerial personnel, such director or directors as specified by the Board in this behalf and who has or have given
his or their consent in writing to the Board to such specification, or all the directors, if no director is so specified;

(iv) any person who, under the immediate authority of the Board or any key managerial personnel, is charged with any responsibility including
maintenance, filing or distribution of accounts or records, authorises, actively participates in, knowingly permits, or knowingly fails to take active
steps to prevent, any default;
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3) Liability in case of individual liability under various statutory provisions outlined in the Companies Act 2013.

4. BOARD COMMITTEES AND PRACTISES

The Companies Act, 2013 and SEBI (LODR), 2015 requires certain companies to appoint a nomination and
remuneration committee'!. The need for this committee was realised due to the high influence of majority shareholders
in the process of nomination and appointment of directors. This committee is entrusted with the task of: (i) considering
proposal for searching, evaluating and recommending independent directors and non-executive directors; (ii) evaluate
nomination parameters qualifications, performance, attributes and presence; (iii) recommend remuneration policy for
directors, key managerial personnels and employees; and (iv) making sure the remuneration and performance are
perfectly balanced. The committee should have three or more non-executive directors with majority of independent
directors. A disclosure is required to be made in the boards’ report regarding the remuneration policy and figures.

Indian listed companies are additionally mandated to establish an audit committee as per regulatory requirements.
To keep a check on the financial transactions of the company. SEBI (LODR), 2015 requires that the audit committee must
of minimum of three directors of which two-third should be independent directors'?. This committee is entrusted with
the responsibility of; (i) Keeping a track of company’s financial reporting process; (ii) Approving payment to statutory
auditors; (iii) Reviewing annual financial statement, internal risk control and management and risk process; and (iv)
Approving related party transactions among other things.

5. EMERGING CORPORATE GOVERNANCE PRACTICES

Within emerging corporate governance paradigms, it's crucial to acknowledge the significance of corporate social
responsibility (“CSR”) being introduced by the Companies Act, 2013 based on the principle of “giving back to the society”.
Section 135 of the Companies Act read with Schedule VII and the CSR Policy Rules, 2014 lays down the criteria to; (i)
recognise eligibility of certain corporates to make CSR spend; (ii) calculate amount to be spent towards CSR; and (iii)
sectors in which CSR amount needs to be spent. Through CSR, government has tried to achieve sustainability goals and
encouraging stakeholder activism.

Apart from CSR, the latest emerging trend towards more achieving sustainability is enforcing environmental, social
and governmental (“ESG”) norms. SEBI has mandated the top 1000 listed companies to make disclosure under the
Business Responsibility and Sustainability Report (“BRSR”)!* framework. The ESG framework requires the companies
to make disclosure related compliance of the principles laid down under the National Guidelines on Responsible
Business Conduct (“NGRBC”)'%.

Similarly, SEBI has laid down provision for ESG rating providers under the SEBI (Credit Rating Agencies) Regulations
19991, Similarly, RBI has released a ‘Framework for acceptance of Green Deposits’'® (fixed deposits, proceeds of
which are used towards project/activities which yield environment benefits) to allow certain banks certain banks and
NBFCs to accept green deposits.

These above-mentioned practices are playing crucial role in building goodwill and reputation of the companies
among investors.

(v) any person in accordance with whose advice, directions or instructions the Board of Directors of the company is accustomed to act, other than
a person who gives advice to the Board in a professional capacity;

(vi) every director, in respect of a contravention of any of the provisions of this Act, who is aware of such contravention by virtue of the receipt by
him of any proceedings of the Board or participation in such proceedings without objecting to the same, or where such contravention had taken
place with his consent or connivance;

(vii) In respect of the issue or transfer of any shares of a company, the share transfer agents, registrars and merchant bankers to the issue or transfer.
11 The Companies Act, 2013, Section 178.

12 SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015, Part III, No.18.

13Securities Exchange Board of India, BRSR Core, SEBI/HO/CFD/CMD-2/P/CIR/2021/562 (Issued on May 10, 2021).

4Ministry of Corporate Affairs, National Guidelines on Responsible Business Conduct (Issued on December 10, 2018).

15SEBI, Master Circular for ESG Rating Providers (“ERPs”), SEBI/HO/DDHS/POD2/P/CIR/2023/121 (Issued on July 12, 2023).

16Reserve Bank of India, Framework for acceptance of Green Deposits (Issued on April 11, 2023).
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6. CORPORATE GOVERNANCE AND ITS IMPACT

The biggest impact of the corporate governance failure was seen in the year 2008 when the Satyam scandal was
exposed. The company was involved in a fabricated related party transaction related to the promoters and humongous
fraud in the financial statements. The revelation of scam led to the massive drop in the share prices of the company by
70% (seventy percent). Later, the company was acquired by Tech Mahindra. However, the Satyam’s promoter and
managing director, Ramalinga Raju and Rama Raju respectively were held guilty of criminal conspiracy, cheating and
breach of trust for manipulation of financial statements.

Since then, India has seen several companies facing dire consequence owing to their lackadaisical attitude towards
maintaining good corporate governance. Latest examples being Byjus, Paytm and Zee-Sony merger call-off.

Byjus faced several setbacks in the year 2023 starting from the resignation of auditors over delayed financial
statements, insolvency proceeding being initiated by the lenders, and a high-profile lawsuit in US over repayment of loan
terms. These discrepancies led to stark decrease in the valuation of the company. Now, the CEO Byju Raveendran is facing
ousting demand from the investors over governance, financial mismanagement and non-compliance issues.

Similarly, Paytm Payments Bank faced scrutiny by the banking regulator RBI for alleged financial frauds, falsifying
customer information and even money laundering. RBI flagged these issues to the company board, however, the
management failed to address the concerns. This led to an action by the RBI halting certain business operations of the
company.

Zee-Sony merger was considered to be the biggest merger in the history of entertainment and broadcasting industry.
However, the same was called off by Sony alleging non-fulfilment of conditions precedents of the deal and disagreement
over appointment of Punit Goenka (CEO, Zee) as he was facing investigations by the SEBI for embezzlement of funds in
the company.

Above examples are few of the several such cases where failure to practice good corporate governance has resulted
in huge loss of fortune and reputation of the companies. India has observed significant changes in the corporate
governance since the beginning of 2000s. Indian regulators have been active in raising concerns and flagging key issues
to secure the interest of the shareholders and general public. Legislations have been made stringent such as introducing
penalties and imprisonment or both for non-compliance with the provisions. As India is witnessing a boom with the new-
age start-ups and increasing number of publicly listed companies, it is important to create a robust mechanism for
compliances and maintaining good corporate governance within the company.

7. CONCLUSION AND SUGGESTION

Corporate governance serves as the cornerstone for sustainable and ethical business operations, fostering trust
among stakeholders and ensuring long-term organizational success. In the wake of recent studies and notable cases, both
in India and globally, the importance of robust governance mechanisms has become increasingly evident. These
developments underscore the need for transparency, accountability, and strategic oversight, which are essential to
navigate the complexities of today’s dynamic business environment.

Recent Indian cases, such as the regulatory scrutiny surrounding the Adani Group’s financial practices, highlight the
critical role of governance in mitigating reputational risks and maintaining investor confidence. Simultaneously, global
incidents, such as the collapse of FTX and Wirecard, emphasize how the absence of stringent checks and balances can
lead to catastrophic outcomes, not just for the companies involved but for the broader economy. These examples
illustrate that corporate governance is not merely a compliance requirement but a strategic necessity for safeguarding
organizational integrity and stakeholder interests.

In India, the evolution of corporate governance has been driven by significant regulatory advancements, including
the Companies Act, 2013, and the proactive measures introduced by the Securities and Exchange Board of India (SEBI).
These frameworks have mandated greater board independence, enhanced disclosure norms, and mechanisms for
addressing stakeholder grievances. However, challenges persist, particularly in ensuring uniform implementation across
diverse industries and organizational structures. Family-owned businesses and small to medium-sized enterprises often
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struggle to align with these evolving governance standards, highlighting the need for tailored solutions and capacity-
building initiatives.

Internationally, the integration of Environmental, Social, and Governance (ESG) factors into corporate governance
practices has emerged as a transformative trend. This shift from a shareholder-centric model to a broader stakeholder
approach reflects a growing recognition of the interconnectedness between business operations and societal well-being.
Frameworks such as the OECD Principles of Corporate Governance and guidelines from the International Corporate
Governance Network (ICGN) emphasize the importance of addressing global challenges, including climate change,
diversity, and inclusive economic growth, through responsible governance.

The impact of corporate governance extends beyond organizational boundaries, influencing market stability,
investor sentiment, and economic development. Strong governance practices help mitigate systemic risks, ensure
regulatory compliance, and foster innovation by creating an environment of trust and accountability. Conversely, weak
governance structures can lead to financial mismanagement, ethical lapses, and a loss of stakeholder confidence, as
evidenced by high-profile corporate failures worldwide.

Emerging technologies and digital transformation have further reshaped the corporate governance landscape. Tools
such as blockchain, artificial intelligence, and data analytics offer unprecedented opportunities for enhancing
transparency, streamlining processes, and improving decision-making. However, they also present new challenges, such
as cybersecurity risks and the ethical implications of automated systems. To remain effective, governance frameworks
must evolve to address these technological disruptions while maintaining a focus on core principles of accountability
and fairness.

In conclusion, the study of corporate governance and its impact reveals a clear imperative: organizations must adopt
a proactive and adaptive approach to governance that aligns with both regulatory requirements and societal
expectations. This involves not only complying with established norms but also fostering a culture of integrity,
innovation, and inclusivity. For Indian businesses, this means leveraging regulatory advancements while addressing
unique structural and cultural challenges. Globally, it entails harmonizing governance practices to address shared risks
and opportunities in an increasingly interconnected world.

The future of corporate governance lies in its ability to anticipate and respond to emerging trends, from ESG
integration to technological advancements. By prioritizing the interests of all stakeholders—including shareholders,
employees, customers, and communities—organizations can build resilient and sustainable business models. Ultimately,
effective corporate governance is not just a mechanism for managing risks; it is a strategic enabler of long-term growth,
trust, and prosperity in a rapidly changing global landscape.
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