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ABSTRACT:

Corporate governance is concerned with set of principles,

ethics, values, morals, rules

Corporate governance establishes a system whereby directors

are entrusted with duties and

direction of the company'’s affairs.
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regulations, & procedures.

INTRODUCTION

The term  “governance”
means control i.e. controlling
a company, an organization
etc or a company & corporate
governance is governing or

controlling the corporate
bodies ie. ethics, values,
principles, morals. For

corporate governance to be
good the manager needs -to

meet its responsibilities
towards its owners
(shareholders), creditors,
employees, customers,
government and ‘the society
at large. Corporate
governance helps in

establishing a system where
a director is showered with
duties and responsibilities of
the affairs of the company.
For  effective  corporate
governance, its policies need
to be such that the directors
of the company should not
abuse their power and

regulations, & procedures etc.

responsibilities in relation to the

instead should understand their
duties and responsibilities
towards the company and. should
act in the best interests of the
company in the broadest.sense.

The concept ‘of ‘corporate
governance’ isnot an end; it’s just
a beginning, towards growth of
company for long'term prosperity.
Corporate governance is set of
principles or guidelines on which
a’'‘company is governed. It ensures
that the corporate works in a way
it supposed to work to achieve the
desired goals. It makes the
corporations accountable to each
stakeholder including, directors,

shareholders, employees,
customers etc. The term
governance itself explains the

meaning that it is an act of
managing a corporate entity. The
entity of a corporation is separate
from its officials which makes
corporate governance an
important subject to study.
Corporate governance plays an

Acgountable

Consensus B Transparent

oriented,

Participatory

important role to protect the

rights of thousands of
shareholders, who have
ownership in the company but do
not play an active role in

governing day to day business
activities.

Corporate governance is a part of
Indian corporate sector since the
beginning but corporate
governance failure and fraud of
Satyam Computer Services
Limited increased the concerns
about corporate governance in
India.

Corporate governance concept
emerged in India after the second
half of 1996 due to economic
liberalization and deregulation of
industry and business. With the
changing times, there was also
need for greater accountability of
companies to their shareholders
and customers. The report of
Cadbury Committee on the
financial aspects of corporate
Governance in the U.K. has given
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rise to the debate of Corporate Governance in India.

OBJECTIVES OF THE STUDY

e Tounderstand the need and importance of Corporate Governance in India

e To Study the principles of Corporate Governance

e To understand the future perspective of Corporate Governance in Indian context
e Tostudy the issues involved in Corporate Governance practices in India

The need for Corporate Governance in India

In the last decade, corporate fraud and governance failure is occurring frequently' which is why
we require good corporate governance in the country. India provides proper norms-and laws aligned
with international requirements to govern a corporate. Some of the important reasons are discussed
below which raised the need for corporate governance in India.

1. A corporate has a lot of shareholders with different attitudes towards corporate affairs,
corporate governance protects the shareholder democracy by implementing it through its code
of conduct.

2. Large corporate investors are becoming a challenge to the management of the company because
they are influencing the decision of the company. Corporate governance set the code to deal
with such situations.

3. Corporate governance is necessary to build public' confidence in the corporation which was
shaken due to numerous corporate fraud in recent years. It is important for reviving the
confidence of investors.

4. Society having greater expectations from corporate, they expect that corporates take care of the
environment, pollution, quality of goods and services, sustainable development etc. code to
conduct corporate is important to fulfil all these expectations. Takeovers of the corporate entity
created lots of problems in the past. It affects the right of various stakeholders in the company.
This factor also pushes the need of corporate governance in the country.

5. Globalization made the communication and transport between countries easy and frequent, so
many Indian companies are listed with international stock exchange which also triggers the
need for corporate governance in India.

6. The huge flow of international capital in Indian companies are also affecting the management of
Indian Corporates which require a code of corporate conduct.

PRINCIPLES OF CORPORATE GOVERNANCE
Corporate governance has evolved around certain key principles, which form the base of rules
and guidelines set for the corporate.

Transparency
Disclosure of the relevant information about corporate in timely and accurate manner is
necessary. It helps stakeholder to know their rights and day to day activity of the corporate.

Accountability

It ensures the liability of the person who takes decision for the interest of the others. Hence
persons like managers, chairmen, directors and other officers should be accountable to other
stakeholders of the corporate.

Independence
Independence of top manager is important for smooth functioning of the corporate. Board of
Director must work without the interference of any interested party in the corporate.
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Corporate Governance Framework in India
The Indian framework on Corporate Governance has been vastly in sync with the international
standards. Broadly, it can be described in the following:
1. The Companies Acts 2013 has provisions concerning Independent Directors, Board
Constitution, General meetings, Board meetings, Board processes, Related Party Transactions,
Audit Committees, etc.
2. SEBI (Securities and Exchange Board of India) Guidelines ensure the protection of investors
and have mandated the companies to adhere to the best practices mentioned in the guidelines.
3. Accounting Standards issued by the ICAI (Institute of Chartered Accountants.of India)
wherein the ICAI is an autonomous body and issues accounting standards. The:disclosure of
financial statements is also made mandatory by the ICAI backed by the Companies Act-2013,
Sec. 129.
4. Standard Listing Agreement of Stock Exchanges applies to the companies whose shares are
listed on various stock exchanges.
5. Secretarial Standards Issued by the ICSI (Institute of Company Secretaries of India) issues
standards on ‘Meetings of the board of Directors’, General Meetings’, etc.. The companies Act
2013 empowers this autonomous body to provide standards which each and every company is
required to adhere to so that they are not punished under the Companies Act itself.

Role Of Law In Corporate Governance In Indian Perspective

Law can only provide a minimum code of conduct for proper regulation of human being or
company. Law is made not to stop any act but to ensure that if you do that act, you will face such
consequences i.e. good for good and bad for bad. Thus, in the same manner, role of law in corporate
governance is to supplement and not to supplant. It can not be only way to govern corporate
governance but instead it provides a minimum code of conduct for good corporate governance. Law
provides certain ethics to govern one and all so as to have maximum satisfaction and minimum friction.
It plays a complementary role. Role of law in corporate governance is in Companies Act which imposes
certain restrictions on Directors so that thereiis no misrepresentation of documents, there is no
excessive of power, so that it imposes.duty.not to make secret profit and make good losses due to
breach of duty, negligence, etc, duty to act in the best interest of the company etc.

Issues in Corporate Governance in India
Although there exist many issues in the field of Corporate Governance especially in India, an
effort has been made to highlight only the major ones here:

Board performance

The requirement of at least one woman director is necessary, and also the balance of executive
and non-executive directors are not maintained. Evaluation is not performed from time to time and
transparency is lost somewhere. The performance is not result oriented. These requirements are not
always met with.

Independent Directors

Independent directors are appointed for a reason which does not seem to be fulfilled in the
current scenario. Even after SEBI guidelines being issued to the corporates, for the appointment of an
audit committee or giving of a comprehensive definition of the independent directors, the actual
situation appears to be worse.

Accountability to Stakeholders

The accountability is not restricted to that of the shareholders or the company, it is for the
society at large and also the environment. The directors are not to keep in mind their own interests but
also the interests of the community.
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Risk Management

The risk management techniques are to be mandatorily be undertaken by the directors as per
the Company Laws and they have to mention in their report to shareholders as well. This is not being
done in the most sincere manners required for the job.

Privacy and Data Protection

This is an important governance issue. Cybersecurity has evolved to be the most important
aspect of modern governance. Good governance can only be achieved once the directors and other
leaders in the company are well known about the hazards in this field.

Corporate Social Responsibility (CSR)

Being among the few countries to legislate on CSR, it is mandatory for companies.to invest
minimum 2% of the profits in the last 3 years for CSR activities. Otherwise proper reasons should be
mentioned in the reports in case of failure. The companies seem to be reluctant towards making such
investments.

Good corporate governance in the changing business environment has emerged as powerful
tool of competitiveness and sustainability. It is very important at this point and it needs corporation for
one and all i.e. from CEO of company to the ordinary staff for the maximization of the stakeholders’
value and also for maximization of pleasure and minimization of pain for the long term business.

Global competitions in the market need best planning, management, innovative ideas,
compliance with laws, good relation between directors, shareholders, employees and customers of
companies, value based corporate governance in order to grow, prosper and compete in international
markets by strengthen their strength overcoming their. weaknesses and running them effectively and
efficiently in an efficient and transparent manner by adopting the best practices.

Corporate India must commit itself as.reliable, innovative and prompt service provider to their
customers and should also become reliable business partners in order to prosper and to have all round
growth.

Corporate Governance is nothing moreithan‘a set of ideas, innovation, creativity, thinking
having certain ethics, values, principles etc which gives direction and shape to its people, employees
and owners of companies and help'them to flourish in global market.

Indian Corporate Bodieshaving adopted good corporate governance will reach themselves to a
benchmark for rest of the world; it brings laurels as a way of appreciation. Corporate governance lays
down ethics, values, and principles, management policies of a corporation which are inculcated and
brought into practice. The importance of corporate governance lies in promoting and maintains
integrity, transparency and accountability throughout the organization.

Corporate governance has existed since past but it was in different form. During Vedic times
kings used to have their ministers and used to have ethics, values, principles and laws to run their state
but today it is in the form corporate governance having same rules, laws, ethics, values, and morals etc
which helps inrunning corporate bodies in the more effective ways so that they in the age of
globalization become global giants.

Several Indian Companies like PepsiCo, Infuses, Tata, Wipro, TCS, and Reliance are some of the
global giants which have their flag of success flying high in the sky due to good corporate governance.

Toady, even law has a great role to play in successful and growing economy. Government and
judiciary have enacted several laws and regulations like SEBI, FEMA, Cyber laws, Competition laws etc
and have brought several amendments and repeal the laws in order that they don’t act as barrier for
these corporate bodies and developing India. Judiciary has also helped in great way by solving the
corporate disputes in speedy way.

Corporate bodies have their aim, values, motto, ethics and principles etc which guide them to
the ladder of success. Big and small organizations have their magazines annual reports which reflect
their achievements, failure, their profit and loss, their current position in the market. A few companies
have also shown awareness of environment protection, social responsibilities and the cause of
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upliftment and social development and they have deeply committed themselves to it. The big example
of such a company can be of Deepak Fertilizers and Petrochemicals Corporation Limited which also
bagged 2nd runner up award for the corporate social responsibility by business world in 2005.

Under the present scenario, stakeholders are given more importance as to shareholders, they
even get chance to attend, vote at general meetings, make observations and comments on the
performance of the company.

Corporate governance from the futuristic point of view has great role to play. The corporate
bodies in their corporate have much futuristic approach. They have vision for their company, on which
they work for the future success. They take risk and adopt innovative ideas, have futuristic goals, motto,
and future objectives to achieve.

With increase in interdepence and free trade among countries and citizens-across the globe,
internationally accepted corporate governance standards are of paramount importance for Indian
Companies seeking to distinguish themselves in global footprint. The companies should always keep
improving, enhancing and upgrading themselves by bringing more reliable integrated product and
service quality. They should be more transparent in their conduct.

Corporate governance should also have approach of holistic‘view, value based governance,
should be committed towards corporate social upliftment and social responsibility and environment
protection. It also involves creative, generative and positive things that add value to the various
stakeholders that are served as customers. Be it finance, taxation, banking or legal framework each and
every place requires good corporate governance.

Hence corporate governance is a means and not an end, corporate excellence should be end.

SUGGESTIONS

In line with the issues mentioned above, there is a greater onus upon the directors of the
companies to adapt to the standards and best practices provided in various laws and guidelines. Other
than the laws and norms prescribed by various institutions‘from time to time, the companies are also
expected to act responsibly towards the‘society as:a whole because the corporates are so huge in the
current times, that they affect each and every individual citizen of the country equally. The burden on
the companies is already reduced as they are made to follow a set of guidelines and they are not
required to make any amends to that. It is also required that the stakeholders also participate in the
decision making processes to. make ita contributory job altogether.

CONCLUSION

The more the level of corporate governance, the stronger is the company in the eyes of the
shareholders of the company. The independent and the active directors are the ones who infuse and
contribute towards displaying the corporate as that of having a positive outlook. When it comes to
investment, the investors also seek to find the companies with stronger corporate governance in them.
The corporate governance requirements in India deliberate the companies to audit their working
culture and givethe shareholders community a more positive outlook as their actions have moral and
legal implications. The new norms after the Companies Act 2013 came into the picture, are very
balanced and innovative. They have helped reformed the growth of Indian companies as per
international standards. Shareholders are involved in the decision making of the companies and various
safeguardshave been put in order so that the interests of the shareholders and the society as a whole is
not sidelined. Corporate Governance imbibes the much-required transparency in the corporates.
Therefore, it pushes India ahead in the race of emerging economies of the world
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