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AN ANALYTICAL STUDY ON CORPORATE LAW AND
GOVERNANCE IN THE MODERN BUSINESS
ENVIRONMENT

Divyansha Sharma?
I. ABSTRACT

This paper discusses the profound effect of the nature and evolving trends of corporate law and
governance. In this paper, the author has tackled fundamental notions of corporate law,
corporate governance, and their interrelation, then proceeded to discuss conventional
governance frameworks and their shortcomings. The main intent behind this study is to offer
an in-depth analysis of the prevailing critical issues influencing corporate governance systems
and their position and requirements in today’s globalized economy, while proposing flexible
strategies for ensuring transparency, accountability, and sustainable business practices. The
paper explores the manner in which corporate governance operates as a multifaceted requlatory
framework that safequards stakeholder interests, promotes fair business conduct, and sustains
market confidence. Moreover, a distinction is made between governance models in different
jurisdictions, highlighting the contrasts between shareholder-centric and stakeholder-inclusive
approaches, as well as the shift towards integrated ESG (Environmental, Social, and
Governance) considerations. Through definitions, case studies, and critical analysis, the paper
examines contemporary challenges such as corporate fraud, insider trading, boardroom
conflicts, misuse of corporate resources, and requlatory non-compliance. It further investigates
the role of predictive requlatory analytics, whistleblower protection mechanisms, and digital
transparency tools in strengthening corporate oversight. The paper also addresses issues of
regulatory arbitrage, cross-border compliance complexities, and the tension between profit
maximization and ethical conduct. Additionally, it presents real-world examples of corporate
scandals and reforms that have shaped governance norms, underscoring the importance of
robust corporate law frameworks. Overall, the study highlights the necessity of understanding

these developments to formulate effective governance strategies through international

1 BBA LLB (H), 8t Semester, Student at Amity University Ranchi, Jharkhand (India).
Email:divyanshas512@gmail.com
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III.

cooperation, legal reforms, ethical corporate culture, and technological innovations in

compliance monitoring.
KEYWORDS
corporate law, governance, accountability, transparency, ethics

INTRODUCTION

Corporate law and governance provide the foundation of contemporary business
systems, guiding corporations to operate not only as profit-driven organizations but
also as accountable participants in society. In India, where corporations are
instrumental to economic development, the legal and governance framework assumes
heightened importance.? Corporate law in the country is primarily shaped by the
Companies Act, 2013, the regulations issued by the Securities and Exchange Board of
India (SEBI), and the body of judicial precedents.

Corporate governance, in particular, provides mechanisms to balance competing
interests between shareholders, stakeholders, and management. 3 It functions
according to a set of values that direct corporate decision-making: accountability,
transparency, fairness, and responsibility. With globalization and digitalization
reshaping corporate practices, India’s governance models are increasingly evaluated
against international benchmarks such as the G20/OECD Principles of Corporate
Governance 2023. The revised Principles, endorsed by the G20 Leaders in 2023, place
significant emphasis on sustainability, resilience, ESG integration, institutional
investor engagement, and enhanced board responsibilities, thereby reflecting the

evolving expectations of modern corporate governance.*

The Satyam scandal of 2009 exposed significant weaknesses in corporate governance,
prompting stricter regulatory frameworks and enhanced investor protection
mechanisms. In the present context, corporate governance extends beyond legal

compliance to encompass ethical accountability, sustainability commitments, and

2 Avtar Singh, Introduction to Company Law (Eastern Book Company, 2020).
3 Jill Solomon, Corporate Governance and Accountability (Wiley, 2020)
4+ OECD, G20/OECD Principles of Corporate Governance 2023 (OECD Publishing, 2023).
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broader societal responsibilities. Such an expanded view of governance is vital for
building trust in India’s capital markets, which, in turn, drives economic development

and attracts global investment.

This paper aims to trace the evolution and present landscape of corporate law and
governance in India, critically examine key judicial decisions and ongoing challenges,
and propose potential reforms. While the primary focus remains on India, selective
international comparisons are drawn to enrich both academic discourse and practical

insights into governance in the 21st century.
A. Research Problem

Although India has introduced several reforms to strengthen corporate governance,
serious governance failures continue to affect the corporate sector. The Companies
Act, 2013, and various SEBI regulations were introduced to improve transparency,
accountability, investor protection, and ethical corporate conduct. However, incidents
such as the Satyam scam, the IL&FS crisis, and other corporate controversies revealed
major weaknesses in the practical implementation of governance standards. These
events exposed problems relating to weak auditing systems, lack of effective oversight
by boards of directors, delayed regulatory action, misuse of corporate resources, and

poor protection of minority shareholders.

One of the most significant concerns in the Indian corporate structure is promoter
dominance. A large number of Indian companies are family-controlled, which allows
promoters to exercise considerable influence over management decisions and board
functioning. This concentration of power often limits the independence of directors
and raises concerns regarding fairness, transparency, and stakeholder protection. In
many cases, independent directors exist only to satisfy legal requirements and are

unable to perform their responsibilities objectively.

Globalization and technological advancements have further transformed the
corporate environment. Indian corporations now operate in highly competitive and
interconnected markets where they must comply with both domestic and
international standards. Along with traditional governance concerns, companies now

face new challenges such as cybersecurity risks, digital fraud, data protection issues,
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cross-border compliance obligations, and ESG-related responsibilities. Businesses are
increasingly expected to balance profitability with ethical conduct, environmental

sustainability, and social responsibility.

Despite the existence of legal and regulatory frameworks, there remains a significant
gap between law and practice. Compliance is often treated as a formal requirement
rather than a genuine commitment to ethical governance. Delays in dispute resolution,
overlapping regulatory authorities, weak enforcement mechanisms, and lack of

corporate accountability continue to reduce investor confidence.

Therefore, the present study seeks to critically examine the evolving nature of
corporate law and governance in India. It aims to analyze the effectiveness of the
existing governance framework, identify major legal and practical challenges, and
explore reforms that can strengthen transparency, accountability, ethical business

conduct, and sustainable corporate growth in the modern business environment.
B. Research Objectives

The present research is conducted with the objective of understanding the changing
dimensions of corporate law and governance in India and examining their role in
ensuring ethical and responsible business practices. The study attempts to evaluate
the effectiveness of existing governance mechanisms while also identifying the major
challenges faced by corporations in the contemporary business environment. The

main objectives of this study are as follows:

1. To study the concept, scope, and evolution of corporate law and corporate

governance in India.

2. To examine the role of the Companies Act, 2013, SEBI regulations, and

judicial decisions in strengthening corporate governance standards.

3. To analyze the relationship between corporate governance, transparency,

accountability, and investor confidence.

4. To identify major challenges affecting corporate governance, including
corporate fraud, insider trading, promoter dominance, weak board

independence, and regulatory non-compliance.

© 2026. LawFoyer International Journal of Doctrinal Legal Research (ISSN: 2583-7753)
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To examine the impact of globalization, digitalization, and technological

developments on modern corporate governance systems.

To evaluate the growing importance of Environmental, Social, and
Governance (ESG) principles in corporate decision-making and

sustainability practices.

To compare Indian governance practices with selected international

governance standards and models.

To study the role of independent directors, whistleblower protection
mechanisms, institutional investors, and regulatory authorities in

promoting ethical governance.

To suggest effective legal and policy reforms for improving transparency,
accountability, investor protection, and sustainable corporate governance in

India

C. Research Questions

The study seeks to answer the following research questions:

1. How has corporate law and corporate governance evolved in India over

time?

What are the major legal and practical challenges affecting corporate

governance in Indian companies?

How effective are the Companies Act, 2013, and SEBI regulations in

ensuring transparency, accountability, and investor protection?

To what extent does promoter dominance affect the independence and

efficiency of corporate governance mechanisms?

What role do courts, regulatory authorities, and institutional investors play

in strengthening corporate accountability?

How have globalization and technological developments influenced

corporate governance practices in India?

© 2026. LawFoyer International Journal of Doctrinal Legal Research (ISSN: 2583-7753)
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What significance do ESG principles hold in the modern governance

framework?

What reforms can improve the effectiveness of corporate governance and

strengthen investor confidence in India?

D. Research Hypotheses

The present study is based on the following hypotheses:

1.

Effective corporate governance mechanisms enhance transparency,

accountability, and investor confidence in corporations.

The reforms introduced under the Companies Act, 2013, and SEBI
regulations have positively contributed to improving governance standards

in India.

Weak enforcement mechanisms, promoter dominance, and lack of effective
board independence are major causes of corporate governance failures in

India.

The integration of Environmental, Social, and Governance (ESG) principles

contributes to sustainable and ethical corporate growth.

Technological tools such as artificial intelligence, blockchain technology,
and digital compliance systems can strengthen corporate monitoring and

reduce governance failures.

Strong whistleblower protection mechanisms and active participation by

institutional investors improve corporate accountability and transparency.

E. Research Methodology

This study uses a doctrinal approach, which mainly entails examining Indian

corporation law and governance statutes, case law, and scholarly commentary. A

thorough examination of the development of the Companies Act, 2013; SEBI

regulations; and court rulings that influence business practices is made possible by

the doctrinal approach. To supplement this, a comparative perspective is employed,

where Indian governance norms are assessed against selected international

© 2026. LawFoyer International Journal of Doctrinal Legal Research (ISSN: 2583-7753)
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frameworks, particularly the G20/ OECD Principles of Corporate Governance 2023,
which provide the latest international benchmark for transparency, accountability,
sustainability, shareholder rights, stakeholder engagement, and board oversight and
regulations in jurisdictions such as the United States and the United Kingdom?®. By
highlighting areas of convergence and divergence, this comparative lens sheds light
on how flexible Indian corporate governance is in an increasingly globalized market.
Along with a few overseas precedents, the study also employs a case study
methodology, concentrating on significant corporate governance developments and
judicial decisions, including the Satyam corporate governance scandal and Tata
Consultancy Services Ltd. v. Cyrus Investments Pvt. Ltd. Through their practical
applicability and limitations in resolving corporate governance issues, these examples
help contextualize governance concepts in the Indian corporate environment.
Through their practical applicability and limitations in resolving corporate issues, case

studies aid in contextualizing governance ideas.

Lastly, a qualitative study of secondary sources, such as government papers, law
commission studies, and academic articles, is used in the research. A thorough grasp
of corporate governance in the Indian context is ensured by this blend of doctrinal,
comparative, and case study approaches, all of which remain pertinent to discussions

around the world.
F. Literature Review

Scholarly writing on corporate law and governance has developed significantly,
especially after corporate failures and market reforms in India. The literature broadly

falls into three streams:

1. Theoretical foundations of corporate governance: Early Indian scholarship
mirrored global debates on the “shareholder versus stakeholder” model.®
While Anglo-American thought, as articulated by Berle and Means,
emphasized shareholder primacy, Indian authors such as Umakanth

Varottil argue that Indian governance structures have increasingly moved

5> OECD, G20/OECD Principles of Corporate Governance 2023 (OECD Publishing, 2023).
6 Christine Mallin, Corporate Governance (Oxford Univ. Press 2019).
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towards a hybrid model that integrates stakeholder interests, owing to
India’s socio-economic context and statutory framework under the
Companies Act, 2013.7

Corporate governance reforms in India: Much of the academic focus has
been on reforms triggered by corporate scandals. The Satyam episode, for
instance, spurred extensive commentary on the failure of boards, auditors,
and regulators.® Following 2009, research has emphasized the importance
of SEBI and the Ministry of Corporate Affairs in enforcing listing
requirements, requiring independent directors, and enhancing disclosure
standards. Some scholars argue that these reforms were primarily responses
to crises, rather than proactive measures founded on anticipatory
governance.

Comparative and global perspectives: A growing body of work compares
Indian governance with international best practices. Varottil and Umakanth
emphasize that while India adopted several OECD-based principles, it has
simultaneously preserved indigenous elements such as mandatory
corporate social responsibility (CSR).? Some believe that the governance in
India is hindered by cultural influences, family-run enterprises, and the
dominance of promoters, which restrict the effectiveness of adopted foreign
frameworks.

Emerging themes: ESG and technology in governance: Current research
emphasizes the significance of incorporating Environmental, Social, and
Governance (ESG) factors into corporate practices in India. SEBI’s
introduction of Business Responsibility and Sustainability Reporting
(BRSR) has drawn academic attention to sustainability as a governance

metric.l At the same time, scholars highlight the promise of digital

7 Umakanth Varottil, Evolution and Effectiveness of Independent Directors in Indian Corporate
Governance, 6 Hastings Bus. L.J. 281 (2010).
8 Sandeep Krishnan, Satyam Scandal: A Corporate Governance Disaster, 22 [IMB Mgmt. Rev. 73

(2010).

9 Umakanth Varottil & Afra Afsharipour, Corporate Governance in India: Mapping the Regulatory
Landscape, in Comparative Corporate Governance (Edward Elgar 2017).
10 SEBI, Circular: Business Responsibility and Sustainability Reporting by Listed Entities (2021).
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governance instruments—like Al-powered compliance tracking and
blockchain transparency —in transforming corporate responsibility. Recent
scholarship has also examined the impact of the G20/ OECD Principles of
Corporate Governance 2023 on global governance standards. The revised
principles introduced a dedicated chapter on sustainability and resilience,
recognizing the importance of environmental and social risks, climate-
related disclosures, and long-term value creation. These developments have
strengthened the integration of ESG considerations into governance
frameworks and have influenced regulatory reforms across several

jurisdictions, including India.

In summary, the research reveals that although corporate governance in India has
progressed alongside international trends, it still possesses unique characteristics
stemming from its regulatory and cultural contexts. This duality emphasizes the
importance of a refined approach that steers clear of simply copying foreign models

while tackling specifically Indian issues.

IV. CORPORATE LAW IN THE MODERN  BUSINESS
ENVIRONMENT

Corporate law forms the backbone of modern business regulation by defining the
legal personality of corporations, rights and obligations of stakeholders, and
mechanisms for accountability.! In India, the evolution of corporation law represents
a movement from colonial-era regulations to current frameworks that fit with global

standards.

The Companies Act, 1956, laid the foundation for corporate regulation but was widely
criticized for its complexity and outdated provisions.1? After much stakeholder input,
the Companies Act of 2013 was passed with the goal of modernizing Indian corporate
governance by strengthening board responsibility, protecting minority shareholders,

and enforcing stronger disclosure requirements. Crucially, the Act acknowledged

' A. Ramaiya, Guide to the Companies Act (19th ed., LexisNexis 2020).
12 Ministry of Corporate Affairs, Report of the Expert Committee on Company Law (2005).
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ideas like independent directors, corporate social responsibility (CSR), and class

action lawsuits, indicating a move toward a stakeholder-centric paradigm.

The Securities and Exchange Board of India (SEBI) has played an equally important
role in the development of India's corporate regulatory framework. SEBI was
constituted as a non-statutory regulatory body in 1988 and was subsequently granted
statutory powers under the Securities and Exchange Board of India Act, 1992. It
oversees the securities market to protect investors, promote fair market practices, and
ensure the orderly development of the securities industry!3. SEBI has incorporated
global best practices into Indian corporate governance through laws like the Listing
Obligations and Disclosure Requirements (LODR) Regulations, 2015. Mandatory
board committees, quarterly financial reports, and increased audit committee
responsibilities, for example, guarantee that Indian businesses retain transparency on

pace with their international counterparts.

Another major development in modern Indian corporate law is the enactment of the
Insolvency and Bankruptcy Code, 2016 (IBC). The Code introduced a consolidated
and time-bound framework for insolvency resolution and liquidation, replacing the
fragmented regime that previously governed corporate insolvency. The IBC
strengthened creditor rights by shifting control of insolvent companies from existing
management to insolvency professionals operating under the supervision of the
Committee of Creditors (CoC). This framework has significantly enhanced director
accountability, encouraged responsible corporate conduct, and improved recovery
mechanisms for financial creditors. The establishment of the National Company Law
Tribunal (NCLT) as the primary adjudicatory authority under the IBC has further
streamlined insolvency proceedings and contributed to greater confidence among
investors and stakeholders. Consequently, the IBC has emerged as a critical pillar of

India's modern corporate governance and restructuring framework.14

13 Securities and Exchange Board of India Act 1992; SEBI, ‘About SEBI" (Official History and
Establishment of SEBI).

14 Insolvency and Bankruptcy Code 2016 (India); Bankruptcy Law Reforms Committee, The Report of
the Bankruptcy Law Reforms Committee (Government of India 2015).
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Judicial interpretation also shapes corporate law in India. Courts have always placed
a strong emphasis on fiduciary duty and moral business practices. In Dale &
Carrington Investment v. P.K. Prathapan, the Supreme Court held that a managing
director who allots shares to himself without adequate disclosure to other
shareholders acts in breach of his fiduciary duty and the principle of proper purpose.
The decision emphasized that although directors generally do not owe fiduciary
duties directly to shareholders, such duties may arise in specific circumstances where
the conduct of directors adversely affects shareholder interests and amounts to
oppression or mismanagement.!> Similarly, in LIC v. Escorts Ltd., the Court balanced
shareholder rights with the state’s regulatory interests, laying down principles of

corporate democracy.

The integration of technology in business has further expanded the scope of corporate
law. Provisions relating to electronic voting, digital record-keeping, and mandatory
filings through MCA21 reflect India’s attempt to modernize compliance
mechanisms.1¢ Furthermore, the rise of unicorns and start-ups has forced regulators
to modity their policies regarding data protection, cross-border mergers, and foreign

investment.

The required CSR framework under Section 135 of the Companies Act, 2013, which
makes India the first nation to formally mandate corporate social responsibility, is
another characteristic that sets Indian corporate law apart. This clause, which
mandates that eligible businesses invest at least 2% of their average net profits in CSR

initiatives, represents a paradigm shift in how businesses and society interact.
V. CORPORATE GOVERNANCE: PRINCIPLES AND PRACTICES

Corporate governance may be defined as the framework through which companies
are directed, managed, and held accountable. It ensures that corporate power is used
in a way that protects the interests of stakeholders and shareholders by embodying

the values of accountability, responsibility, transparency, and justice. In India, the

15 Dale & Carrington Inv. (P) Ltd. v. P.K. Prathapan, (2005) 1 S.C.C. 212 (India).
16 Ministry of Corporate Affairs, MCA21 e-Governance Project Report (2006).
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evolution of governance has been shaped by regulatory reforms and high-profile
corporate scandals. 17 The Anglo-American model places a strong emphasis on
shareholder primacy, but India's system, which is shaped by its socioeconomic
context, takes a stakeholder-inclusive approach and requires businesses to strike a
balance between their responsibilities to the community, employees, and creditors

and to shareholders.

The G20/OECD Principles of Corporate Governance 2023 constitute the leading
international benchmark for corporate governance. Building upon earlier versions, the
2023 Principles introduce a dedicated chapter on sustainability and resilience and
place greater emphasis on ESG-related risks and opportunities, climate-related
disclosures, institutional investor stewardship, and enhanced board accountability.
These developments recognize that effective governance extends beyond financial
performance and requires corporations to address long-term sustainability challenges.
India has incorporated several of these principles through the Companies Act, 2013,
SEBI'’s Listing Obligations and Disclosure Requirements (LODR) Regulations, 2015,
and Business Responsibility and Sustainability Reporting (BRSR) requirements.
Consequently, Indian corporate governance increasingly reflects a balance between
shareholder protection, stakeholder interests, sustainability objectives, and

responsible corporate conduct.

[lustration 1: Corporate Governance Framework

17 Sandeep Krishnan, Corporate Governance in India: Emerging Trends, 22 IIMB Mgmt. Rev. 73
(2010).
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Debates on governance have also focused heavily on executive salaries. Concerns
regarding responsibility and justice have been raised by excessive compensation
packages. In India, Section 197 of the Companies Act, 2013, places restrictions on
managerial remuneration, requiring shareholder approval for pay beyond prescribed
limits'8. Global developments such as "say-on-pay" systems in the US and the UK are
reflected in this. The expanding role of institutional investors is another important
trend in corporate governance. Boardroom decisions are now heavily influenced by
large investors who seek improved environmental, social, and governance (ESG)
compliance. Through their guidance of shareholder votes on important issues, proxy

advice firms further improve accountability.

Contemporary governance also emphasizes sustainability and ethics. SEBI has
mandated Business Responsibility and Sustainability Reports (BRSR) for the top 1000
listed companies, requiring disclosure of environmental and social impacts.'. This is
in line with international initiatives such as the European Union’s Corporate
Sustainability Reporting Directive (Directive (EU) 2022/2464), which strengthened

sustainability reporting requirements for companies. The Directive has subsequently

18 OECD, G20/OECD Principles of Corporate Governance 2023 (OECD Publishing, 2023).
19 SEBI, Circular: Business Responsibility and Sustainability Reporting by Listed Entities (2021).
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been amended by Directive (EU) 2026/470 (Omnibus I Directive), which revised its
scope and applicability thresholds?0. Whistleblower protection forms another crucial
aspect. In India, SEBI's Prohibition of Insider Trading Regulations, 2015, includes
mechanisms for employees to report misconduct with confidentiality safeguards.?!

These clauses are similar to international laws that encourage whistleblowers, such as

the Dodd-Frank Act in the United States.

Lastly, board diversity is highlighted by corporate governance. Diverse boards
improve corporate reputation and make better judgments, according to studies. An
indication of a movement in Indian culture toward inclusivity is the country's
legislation requiring listed corporations to include at least one female director. All
things considered, Indian corporate governance now represents a hybrid model that
combines local legislative innovations with international best practices, hence

enhancing confidence in capital markets and firms.
VI. CASELAWS

Reliance Industries Ltd. v. Union of India (2014)2?, is a significant Supreme Court
decision on the enforcement of arbitration agreements in commercial disputes. The
Court upheld the parties’ choice of a foreign seat of arbitration and clarified that where
the seat of arbitration is outside India, the applicability of Part I of the Arbitration and
Conciliation Act, 1996, may be excluded. The judgment reinforced the importance of
respecting contractual arbitration arrangements and contributed to greater certainty
in commercial dispute resolution, thereby strengthening investor confidence in the

legal framework governing business transactions.

The Tata Consultancy Services Ltd. v. Cyrus Investments Pvt. Ltd. (2021)23
(sometimes referred to as the Tata-Mistry conflict) is significant in understanding

minority shareholder protection and corporate governance. The Supreme Court held

20 Directive 2022/2464/EU of the European Parliament and of the Council on Corporate Sustainability
Reporting [2022] OJ L322/15, as amended by Directive (EU) 2026/470
21 SEBI, Prohibition of Insider Trading Regulations (2015).

22 Reliance Industries Ltd. v. Union of India, (2014) 7 S.C.C. 603 (India).
2 Tata Consultancy Services Ltd. v. Cyrus Investments Pvt. Ltd., (2021) 9 S.C.C. 449 (India).
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that the removal of Cyrus Mistry as executive chairman of Tata Sons did not amount
to oppression or prejudice against minority shareholders under Section 241 of the
Companies Act, 2013. The Court further clarified that mere removal from a
chairmanship position does not constitute grounds for judicial interference in internal
board decisions. The judgment therefore reaffirmed the principle of corporate
democracy while clarifying the scope of judicial review in matters of corporate

management.

Life Insurance Corporation of India v. Escorts Ltd. (1986)24 is a landmark decision on
the principle of corporate democracy in Indian company law. The Supreme Court held
that shareholders possess statutory rights to participate in corporate decision-making,
including the right to requisition extraordinary general meetings and remove
directors through majority voting, subject to compliance with the procedures
prescribed by law. The Court emphasized that shareholders are not ordinarily
required to disclose their reasons for exercising such rights. This decision laid the
foundation for the principle of corporate democracy, which continues to influence
contemporary corporate governance disputes involving the balance between majority

control and minority shareholder protection.

Securities and Exchange Board of India v. Sahara India Real Estate Corporation Ltd.
(2012)%, is a landmark decision that significantly strengthened the principles of
corporate transparency, disclosure, and investor protection in India. The Supreme
Court held that companies raising funds from the public must comply with statutory
disclosure requirements and regulatory oversight mechanisms designed to safeguard
investor interests. By directing Sahara to refund the funds raised through non-
compliant instruments, the Court reinforced the principles of transparency,
accountability, and regulatory compliance as essential components of sound corporate

governance.

2 Life Insurance Corporation of India v. Escorts Ltd., (1986) 1 S.C.C. 264 (India).
% Securities and Exchange Board of India v. Sahara India Real Estate Corp. Ltd., (2012) 10 S.C.C. 603
(India)
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Infosys whistleblower allegations (2019) brought attention to ethical issues in
boardrooms.?¢ The case demonstrated the value of whistleblower measures in
boosting business confidence, even when an internal inquiry exonerated the

management of misconduct.
VII. CHALLENGES IN CORPORATE LAW & GOVERNANCE

[lustration 2: Key Challenges Affecting Corporate Governance in India
Major Challenges in Corporate Governance:

Promoter Dominance

Weak Board Independence
Corporate Fraud

Insider Trading

Regulatory Arbitrage
Delayed Dispute Resolution
ESG Compliance Issue

® N S = L o=

Cybersecurity Risks

Despite significant reforms, corporate governance in India faces persistent challenges.
The implementation gap continues to remain one of the foremost challenges —while
laws such as the Companies Act, 2013, and SEBI’s Listing Obligations and Disclosure
Requirements prescribe robust governance mechanisms, compliance in practice often

falls short.?”

The frequency of promoter dominance in Indian firms is one obstacle. Indian
businesses are frequently family-controlled, with promoters having a
disproportionate amount of power overboard decisions, in contrast to Anglo-
American nations where ownership is distributed. The protection of minority
shareholders and related-party transactions are called into question by this

concentration of power. Another recurring problem is regulatory arbitrage, where

2 Infosys Whistleblower Complaint: SEBI, US SEC Examine Charges, Bus. Standard (2019).
27 Umakanth Varottil, ‘Evolution and Effectiveness of Independent Directors in Indian Corporate
Governance’ (2010) 6 Hastings Business Law Journal 281.
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companies exploit loopholes or inconsistencies between multiple regulatory bodies —
such as SEBI, MCA (Ministry of Corporate Affairs), and RBI—to evade

accountability.?®

The effectiveness of independent directors presents an additional challenge. Although
laws require them to exist, formal independence does not always equate to substantive
independence. The appointment of many independent directors through promoter

networks restricts their capacity to act objectively.

Corporate scandals such as Satyam (2009) and the IL&FS crisis (2018) revealed glaring
lapses in auditing and board oversight.?® Since auditors are financially reliant on the
very businesses they oversee, the relationship between them and their clients
frequently affects neutrality. The effectiveness of audit standards and enforcement
procedures has come under scrutiny due to repeated failures to discover fraud.
Furthermore, by international standards, shareholder activism in India is still in its
infancy. Retail shareholders frequently lack the knowledge or mean to hold boards
accountable, while institutional investors are becoming more vocal. The sluggish legal
system is another urgent issue. Corporate conflicts may take years to resolve in

tribunals or courts, which erodes investor confidence.

Corporate governance challenges are also shaped by broader socio-economic realities.
For instance, environmental and social governance (ESG) integration is still evolving
in India. 30 ESG reporting is now required for major enterprises by SEBI's Business
Responsibility and Sustainability Report (BRSR); however, adoption is still
inconsistent, and smaller businesses have capacity issues. Furthermore, concerns
about digital governance and cybersecurity are growing. Businesses are more
vulnerable to cyber threats, data breaches, and regulatory obstacles related to data
protection as a result of the growing digitization of financial and corporate activities.

A significant recent development in this area is the Digital Personal Data Protection

28 Ministry of Corporate Affairs, Report of the Committee to Review Offences under the Companies
Act, 2013 (India 2018).

2 Sandeep Krishnan, Satyam Scandal: A Corporate Governance Disaster, 22 [IMB Mgmt. Rev. 73
(2010).

30 SEBI, Business Responsibility and Sustainability Reporting by Listed Entities (2021).
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Act, 2023 (DPDP Act), along with the DPDP Rules, 2025. The Act establishes a
comprehensive framework for the protection and processing of personal data in India
and imposes important obligations on companies functioning as data fiduciaries.
Organizations are required to implement effective consent management mechanisms,
maintain data security safeguards, establish grievance redressal systems, and ensure
compliance with statutory data protection requirements. As businesses increasingly
rely on digital technologies and data-driven decision-making, compliance with the
DPDP framework has become a critical component of corporate governance and risk
management.3! Finally, cultural and ethical challenges persist. In many cases,
compliance is treated as a box-ticking exercise rather than an ethical commitment.32 In
Indian boardrooms, this compliance-driven mentality impedes the growth of a true
culture of accountability and integrity. In addition to regulatory reform, addressing
these issues calls for a change in corporate culture, more robust enforcement, and

active involvement from all parties involved.
VIII. FUTURE OUTLOOK OF CORPORATE LAW & GOVERNANCE

The future of corporate law and governance in India will be shaped by the twin
imperatives of global competitiveness and domestic accountability.3® Strong
governance frameworks will be essential to drawing in foreign investment and
maintaining economic growth as India strives to become a $5 trillion economy. The
growing significance of technology in governance is one important development.
Digital shareholder voting platforms, Al-powered compliance tools, and blockchain-
based corporate registries are likely to become commonplace. Increased transparency,
speedier decision-making, and fewer fraud opportunities are all promised by these

technologies.

Another significant development is the convergence of governance and

sustainability.34 Investors now expect long-term strategies that take environmental,

31 Digital Personal Data Protection Act, 2023 (India)

32 Jill Solomon, Corporate Governance and Accountability (Wiley 2020).

3 NITI Aayog, India’s Vision for a $5 Trillion Economy (2019).

34 Sakis Kotsantonis, Christopher Pinney & George Serafeim, ESG Integration in Investment
Management, 28 J. Applied Corp. Fin. 10 (2016).

© 2026. LawFoyer International Journal of Doctrinal Legal Research (ISSN: 2583-7753)



2002 LawFoyer International Journal of Doctrinal Legal Research [Vol. IV Issue II]

social, and governance (ESG) problems into account; they are no longer content with
short-term financial rewards. Future corporate governance will prioritize
sustainability, as seen by India's regulatory push through BRSR disclosures. The
variety and composition of boards is another area that has evolved. It is anticipated
that boards in India would become more inclusive in the future, with more women,
experts from a wider range of industries, and younger directors with experience in
sustainability and technology. It is anticipated that this change will improve
boardroom decision-making and match business objectives with society demands.
Additionally, shareholder activism is likely to grow stronger.3> Indian boards will be
under increasing pressure to defend choices about executive compensation, mergers,
acquisitions, and sustainability projects as a result of the assertiveness of institutional
investors and proxy advisory firms. There remains significant scope for improvement
in the legal and regulatory framework. Delays that now erode investor trust may be
lessened with the support of initiatives to digitize the operations of tribunals like the
NCLT (National Company Law Tribunal) and expedite dispute settlement

procedures.

The future also demands a stronger emphasis on ethical leadership and corporate
culture.3® Misconduct cannot be stopped by regulations alone; whether or not
governance concepts are translated into actual accountability will depend on the tone
established by boards and senior management. Integrating international governance
norms with India's distinct business climate presents another difficulty. Indian
circumstances, such as promoter-driven businesses and changing financial markets,
require adaptation of international standards, such as OECD norms, which offer

helpful benchmarks.
[lustration 3: ESG Model in Corporate Governance

ESG FRAMEWORK:

% Stuart L. Gillan & Laura T. Starks, The Evolution of Shareholder Activism, 19 J. Applied Corp. Fin.
55 (2007).
36 N. Balasubramanian, Corporate Governance and Stewardship (McGraw Hill 2017).

© 2026. LawFoyer International Journal of Doctrinal Legal Research (ISSN: 2583-7753)



2003 LawFoyer International Journal of Doctrinal Legal Research [Vol. IV Issue II]

1. Environmental

e Climate Responsibility

e Pollution Control

e Sustainable Practices
2. Social

e Employee Welfare

e Consumer Protection

e Social Responsibility
3. Governance

e Transparency

e Accountability

e FEthical Leadership

Finally, the rise of global crises whether financial shocks, pandemics, or climate-
related disruptions will continue to test corporate resilience. Indian corporate
governance frameworks must therefore adopt a proactive, rather than reactive,

approach to risk management.3”

In conclusion, technology, sustainability, inclusivity, and ethical duty are all
intertwined in India's corporate law and governance landscape. A comprehensive
strategy that combines cultural change and regulatory reform would guarantee that
Indian businesses continue to be globally competitive while advancing societal goals.
The Digital Personal Data Protection Act, 2023, and the DPDP Rules, 2025, are also
expected to play a significant role in shaping the future of corporate governance in
India. Companies are now required to strengthen internal data governance
frameworks and ensure responsible handling of personal data. Compliance with
obligations relating to consent management, data protection, grievance redressal, and

cybersecurity is likely to become a board-level priority. As digital business models

3 Thomas Clarke, International Corporate Governance: A Comparative Approach (Routledge 2017).
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continue to expand, effective data governance will be essential for maintaining

regulatory compliance, consumer trust, and corporate accountability.
IX. SUGGESTIONS AND RECOMMENDATIONS

In order to strengthen corporate governance in India, there is a need for both effective
legal reforms and a stronger ethical corporate culture. Regulatory frameworks alone
cannot ensure good governance unless companies genuinely commit themselves to

transparency, accountability, and responsible business practices.

First, the independence and effectiveness of boards of directors should be improved.
Independent directors must be selected through transparent procedures that reduce
promoter influence and allow them to function objectively. Their role should go
beyond mere compliance, and they should actively participate in monitoring

corporate decision-making, financial reporting, and stakeholder protection.

Second, stronger action is required against corporate fraud, insider trading, financial
manipulation, and regulatory violations. Regulatory authorities such as SEBI, RBI,
and the Ministry of Corporate Affairs should improve coordination and information-
sharing mechanisms to reduce loopholes and strengthen enforcement. Timely
investigation and strict penalties can discourage unethical corporate conduct and

improve investor confidence.

Third, whistleblower protection mechanisms should be made more effective.
Employees and stakeholders should be encouraged to report misconduct without fear
of retaliation or discrimination. Confidential reporting systems, legal safeguards, and
transparent inquiry procedures can play a significant role in exposing corporate

wrongdoing at an early stage.

Another important area is the use of technology in governance and compliance
systems. Companies should adopt advanced digital tools such as Al-based
compliance monitoring, blockchain-based record management, and automated risk
assessment systems. These technologies can improve transparency, reduce human
error, strengthen internal controls, and help regulators identify suspicious corporate

activities more efficiently.
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Further, there is a need to promote greater awareness regarding Environmental,
Social, and Governance (ESG) responsibilities. Businesses should not treat ESG
compliance merely as a regulatory requirement but as an essential part of long-term
sustainability and ethical governance. Companies should focus on environmental
protection, employee welfare, social responsibility, and ethical leadership in addition

to financial performance.

Corporate dispute resolution mechanisms should also be strengthened. Delays in
tribunals and courts reduce investor confidence and weaken accountability. Faster
disposal of corporate disputes through procedural reforms, digitalization of tribunals,
and efficient case management systems can improve the effectiveness of the legal

framework.

Finally, corporate governance in India must move from a compliance-based approach
to a value-based approach. Ethical leadership, responsible management, stakeholder
participation, and transparency should become integral parts of corporate culture. A
balanced governance framework that combines strong regulation, technological
innovation, and ethical business conduct will not only strengthen investor trust but

also contribute to sustainable economic growth and global competitiveness.
X. CONCLUSION

The foundation of a contemporary economy is corporate law and governance, which
provide the structure for companies to strike a balance between profit-making and
social responsibility, accountability, and transparency. The evolution of India’s
corporate governance framework —from the Companies Act, 1956, to the Companies
Act, 2013, and the SEBI-led reforms —demonstrates a clear trajectory toward aligning

domestic practices with global benchmarks.38

Legal reforms have been crucial in filling the holes revealed by crises like Satyam, but
they need to be complemented with moral leadership and an integrity-based culture,
according to the study's research. Good governance cannot be ensured by regulatory

frameworks alone; corporate boards must embrace the values of accountability,

38 Ministry of Corporate Affairs, Report of the Committee on Corporate Governance (India 2017).
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equity, and stakeholder inclusion. Further, Indian corporate governance now operates
in a globalized context, where cross-border investments, international reporting
standards, and sustainability pressures demand greater convergence with global

norms while respecting domestic realities such as promoter-driven ownership.3°

In conclusion, striking a careful balance is essential to the development of corporate

law in India:
e Between regulation and self-regulation.
e Between shareholder primacy and stakeholder inclusivity.
e Between profitability and sustainability.

Indian companies that successfully strike this balance would not only boost investor
confidence but also make a significant contribution to national development and
global sustainability objectives. The analysis confirms that corporate governance is a
strategic tool for long-term wealth generation rather than just a compliance process.
Indian businesses are in a strong position to establish international standards for
governance excellence thanks to technical advancements, legislative changes, and
cultural shifts. In order to shape the interaction between business, government, and
society in the ensuing decades, corporation law and governance must be viewed as

dynamic tools of growth rather than as set laws.
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