
 

 
Review of Research 

ISSN: 2249-894X 
Impact Factor : 5.7631(UIF) 

Volume - 9 | Issue - 7 | April - 2020  
                                                             

 

________________________________________________________________________________________ 
Journal for all Subjects : www.lbp.world 

1 
 
 

CORPORATE GOVERNANCE PRACTICES IN INDIAN BUSINESS GROUPS:  
CHALLENGES AND STRATEGIC PERSPECTIVES 

 
Malappa D/O Nagappa 

Research Scholar 
 

Dr. Babita Tyagi 
Guide 

Professor, Chaudhary Charansing University Meerut. 
 

 
ABSTRACT 
 Corporate governance has evolved as a critical aspect of the Indian business environment, 
especially within the context of large, diversified business groups. In India, the concept of business groups is 
deeply entrenched, with family-run conglomerates playing a dominant role in shaping the country’s 
corporate landscape. The corporate governance practices in these business groups are often distinctive 
due to the intertwined relationship between ownership and management, which poses both opportunities 
and challenges. This paper explores the current state of corporate governance within Indian business 
groups, highlighting the unique challenges they face, including family ownership concentration, lack of 
independent decision-making, and succession planning issues. Despite regulatory reforms and initiatives 
from the government and regulatory bodies like the Securities and Exchange Board of India (SEBI), the 
application of robust governance practices often varies. Factors such as organizational culture, historical 
practices, and the influence of family dynamics continue to shape the governance structures in these 
groups. 
 The paper delves into the strategic perspectives for improving corporate governance in Indian 
business groups, suggesting the adoption of more transparent, accountable, and inclusive governance 
structures. Recommendations include enhancing the role of independent directors, implementing stronger 
internal control mechanisms, fostering greater disclosure and transparency, and aligning long-term 
shareholder value with sustainable business practices. The research further suggests that Indian business 
groups must move towards a more globalized approach to governance, embracing international best 
practices while also acknowledging the unique socio-cultural and economic conditions in India. Through a 
comprehensive analysis, the paper provides a nuanced understanding of how corporate governance can be 
transformed in Indian business groups, offering strategic recommendations for overcoming the challenges 
and ensuring long-term sustainability and growth. 
 
KEYWORDS: Corporate Governance, Indian Business Groups, Family-Owned Conglomerates, Ownership 
Concentration, Independent Directors, Succession Planning. 
 
INTRODUCTION 

Corporate governance is increasingly seen as a crucial 
determinant of a firm's long-term performance and sustainability. In 
the context of Indian business groups, corporate governance takes 
on a unique significance due to the dominant role played by family-
owned conglomerates and the complex ownership structures that 
characterize these groups. India’s business landscape is home to 
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some of the largest and most influential family-run business groups, where governance practices often 
blend traditional management styles with modern regulatory expectations. As these groups grow and 
diversify, ensuring effective governance becomes essential to address emerging challenges and 
maintain competitiveness. Corporate governance in India has undergone significant evolution over the 
years. Legislative and regulatory bodies like the Securities and Exchange Board of India (SEBI) have 
introduced reforms to enhance transparency, accountability, and stakeholder protection. The 1991 
economic liberalization marked the beginning of a new era of corporate governance, which led to the 
establishment of several governance frameworks aimed at improving the standards of management, 
financial reporting, and board accountability. However, despite these efforts, governance within Indian 
business groups often remains under scrutiny due to the enduring influence of family members in 
ownership and decision-making. Indian business groups face a distinctive set of challenges related to 
corporate governance. Family control and concentrated ownership lead to a lack of independent 
oversight, which can result in inefficiencies and conflicts of interest. Additionally, succession planning 
issues, family dynamics, and the influence of patriarchal leadership often affect the objectivity of 
governance mechanisms. The governance structures of these groups may struggle with a lack of formal 
procedures, with decisions often shaped by family interests rather than by strategic or financial 
considerations. 
 This paper examines the corporate governance practices within Indian business groups, 
focusing on the challenges they encounter and the strategic perspectives required for reform. The 
research explores how these groups can adapt to modern governance standards while respecting their 
cultural and organizational traditions. Drawing on existing literature, regulatory guidelines, and case 
studies of leading Indian business groups, the paper identifies critical gaps in governance and proposes 
strategies to overcome them. Through this exploration, the paper aims to shed light on how Indian 
business groups can enhance their governance structures to foster greater transparency, accountability, 
and long-term sustainability. The study concludes with recommendations for aligning the governance 
practices of these groups with both global standards and the unique socio-economic context of India. By 
addressing these issues, Indian business groups can not only comply with evolving regulations but also 
build a strong foundation for enduring success in the globalized marketplace. 
 
AIMS AND OBJECTIVES:  
Aims: 
 The primary aim of this research is to explore and critically analyze the corporate governance 
practices in Indian business groups, focusing on the unique challenges they face and the strategic 
perspectives required for their improvement. The study seeks to provide a comprehensive 
understanding of how these practices can be aligned with both Indian regulatory standards and 
international best practices. Through this exploration, the research aims to contribute to the 
enhancement of governance structures in family-run conglomerates, ensuring transparency, 
accountability, and long-term sustainability. 
 
Objectives: 
1. Examine the Current Governance Frameworks: 
Investigate the existing corporate governance structures in Indian business groups, particularly family-
owned conglomerates, and analyze how they comply with Indian regulations (such as SEBI) and global 
governance standards. 
2. Identify Key Governance Challenges: 
Identify the unique challenges faced by Indian business groups in maintaining effective governance, 
including issues related to family ownership concentration, succession planning, lack of independent 
decision-making, and conflicts of interest. 
3. Assess the Impact of Family Control on Governance: 
Explore how family ownership and control affect governance practices, decision-making processes, and 
organizational transparency within Indian business groups. 
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4. Evaluate Regulatory Reforms and Their Effectiveness: 
Analyze the role of Indian regulatory reforms (such as the Companies Act, SEBI guidelines, and other 
corporate governance codes) in shaping governance practices and the extent of their effectiveness in 
addressing the challenges specific to business groups. 
5. Examine International Best Practices in Governance: 
Review global corporate governance best practices and their applicability to Indian business groups. 
This includes understanding the role of independent directors, shareholder rights, and accountability 
mechanisms in international business conglomerates. 
 
REVIEW OF LITERATURE:  
 The literature on corporate governance in Indian business groups reflects a growing academic 
and policy-oriented interest in understanding the distinctive characteristics of ownership, control, and 
management within the Indian corporate structure. Indian business groups are largely characterized by 
concentrated ownership, family dominance, and pyramidal structures, which distinguish them from 
widely held corporations commonly observed in Anglo-American economies. Scholars have consistently 
noted that this ownership concentration significantly shapes governance practices, board composition, 
and decision-making processes. Early studies on corporate governance in India emerged in the post-
liberalization period following the economic reforms of 1991. These reforms exposed Indian firms to 
global competition and increased scrutiny from foreign investors, prompting the need for improved 
transparency and accountability. Research during this phase emphasized the inadequacy of traditional 
governance mechanisms in addressing agency conflicts, particularly those between controlling 
shareholders and minority shareholders. Unlike the classic principal-agent problem between owners 
and managers, Indian business groups often exhibit a principal–principal conflict, where majority 
family shareholders may expropriate minority interests. 
 The introduction of governance reforms under the Companies Act, 2013 and regulatory 
measures by the Securities and Exchange Board of India (SEBI) significantly influenced academic 
discourse. Literature examining these reforms suggests that while formal compliance has improved, 
substantive governance transformation remains uneven. Scholars argue that regulatory frameworks 
have strengthened board independence, disclosure norms, and audit mechanisms; however, 
enforcement challenges and entrenched family influence often limit their effectiveness. Empirical 
studies indicate that the presence of independent directors has increased in listed firms, yet questions 
remain regarding their actual independence in family-dominated boards. Another significant stream of 
literature focuses on family ownership and its dual impact on governance. On one hand, family 
involvement is associated with long-term orientation, stewardship behavior, and sustained business 
vision. On the other hand, excessive family control may lead to nepotism, entrenchment, and resistance 
to professional management. Research suggests that succession planning is a critical governance 
concern in Indian business groups, with many conglomerates facing instability during generational 
transitions. The absence of structured succession frameworks has been linked to governance disputes 
and performance volatility. Comparative studies between Indian business groups and global 
conglomerates reveal both convergence and divergence in governance practices. While Indian firms 
increasingly adopt international best practices in reporting standards, board committees, and risk 
management frameworks, socio-cultural influences continue to shape governance behavior. Literature 
emphasizes that informal networks, trust-based relationships, and family hierarchies often coexist with 
formal governance mechanisms. This dual structure creates a hybrid governance model that reflects 
both modernization and tradition. 
 
RESEARCH METHODOLOGY:  
 This study adopts a descriptive and analytical research design to examine corporate governance 
practices in Indian business groups, focusing on the challenges they face and the strategic perspectives 
for improvement. The research is primarily based on secondary data, supported by qualitative analysis 
of governance frameworks, regulatory provisions, and documented case studies of prominent Indian 



 
 

CORPORATE GOVERNANCE PRACTICES IN INDIAN BUSINESS GROUPS: CHALLENGES AND … .     VOLUME - 9 | Issue - 7 | April- 2020 

________________________________________________________________________________________ 

________________________________________________________________________________________ 
Journal for all Subjects : www.lbp.world 

4 
 

 

business conglomerates. The study relies extensively on secondary sources of data, including academic 
journals, books, research papers, government reports, policy documents, and publications issued by 
regulatory authorities such as the Securities and Exchange Board of India (SEBI) and the Ministry of 
Corporate Affairs. Key legislative documents, including the Companies Act, 2013 and SEBI (Listing 
Obligations and Disclosure Requirements) Regulations, are examined to understand the formal 
governance framework applicable to Indian business groups. Annual reports, corporate governance 
reports, and sustainability disclosures of selected leading Indian conglomerates are also analyzed to 
assess practical implementation. 
 A qualitative research approach is employed to interpret governance structures, ownership 
patterns, board composition, and disclosure practices within Indian business groups. Content analysis 
is used to review corporate governance statements, audit committee reports, and board structure 
disclosures. This method enables the identification of recurring themes such as ownership 
concentration, role of independent directors, succession planning, minority shareholder protection, and 
compliance with regulatory norms. The research also incorporates a comparative perspective by 
examining international corporate governance best practices and evaluating their relevance and 
applicability to the Indian context. This comparative analysis helps identify gaps between global 
governance standards and existing practices in Indian business groups. The sampling for the study is 
purposive in nature, focusing on large and diversified Indian business groups with significant market 
presence and public listing status. These groups are selected due to their economic significance, 
complex ownership structures, and availability of publicly accessible governance data. The study does 
not aim to generalize findings statistically but instead seeks to provide in-depth analytical insights into 
governance trends and challenges. 
 
STATEMENT OF THE PROBLEM:  
 Corporate governance has emerged as a fundamental pillar for ensuring transparency, 
accountability, and sustainable growth in modern corporations. In India, business groups—many of 
which are family-controlled conglomerates—play a dominant role in the economy. Despite significant 
regulatory reforms introduced through the Companies Act, 2013 and the Securities and Exchange Board 
of India (SEBI) guidelines, concerns persist regarding the effectiveness and implementation of 
corporate governance practices within these groups. Indian business groups are often characterized by 
concentrated ownership, pyramidal shareholding structures, and significant family influence over 
management and board decisions. While such structures may provide long-term strategic stability, they 
also create governance challenges, particularly conflicts between majority and minority shareholders, 
limited board independence, inadequate succession planning, and potential related-party transactions 
that may not always align with broader stakeholder interests. The coexistence of traditional family 
control with modern regulatory expectations often results in a gap between formal compliance and 
substantive governance quality. Although governance frameworks in India have evolved to align more 
closely with global standards, practical implementation within business groups remains uneven. 
Independent directors may lack true autonomy, disclosure practices may focus more on regulatory 
compliance than genuine transparency, and internal control mechanisms may be influenced by 
dominant family members. Furthermore, generational transitions within family-owned conglomerates 
frequently expose weaknesses in leadership continuity and governance structure. The core problem 
addressed in this study is the persistent disconnect between established corporate governance 
regulations and their effective execution within Indian business groups. There is a need to critically 
examine whether existing governance mechanisms adequately address the structural and cultural 
complexities of family-controlled conglomerates. Additionally, it is essential to explore strategic 
perspectives that can strengthen governance practices without undermining the entrepreneurial 
strengths and long-term orientation of these business groups. 
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DISCUSSION:  
 Corporate governance practices in Indian business groups reflect a complex interplay between 
regulatory frameworks, family ownership structures, and evolving market expectations. India’s 
corporate sector is dominated by large conglomerates such as the Tata Group, Reliance Industries 
Limited, Aditya Birla Group, and Mahindra Group, many of which operate through intricate holding 
structures and cross-shareholdings. These groups combine modern corporate systems with strong 
family influence, creating a governance environment that is both distinctive and challenging. A central 
issue in Indian business groups is concentrated ownership. Promoter families often hold significant 
equity stakes, enabling them to exercise substantial control over strategic decisions. While this 
concentration may reduce the classical agency problem between owners and managers, it intensifies 
the principal–principal conflict between controlling shareholders and minority shareholders. This 
dynamic can lead to concerns regarding related-party transactions, preferential treatment, and limited 
board independence. Although regulations mandate the appointment of independent directors and 
audit committees, the effectiveness of these mechanisms often depends on the actual autonomy granted 
within family-dominated boards. 
 The regulatory environment in India has undergone significant transformation, particularly 
after the enactment of the Companies Act, 2013 and enhanced listing requirements introduced by the 
Securities and Exchange Board of India (SEBI). These reforms strengthened disclosure norms, 
mandated board committees, and emphasized risk management and internal controls. However, the 
discussion reveals that compliance is sometimes procedural rather than substantive. Firms may fulfill 
formal requirements without necessarily embedding a culture of accountability and transparency in 
their governance practices. Succession planning emerges as another critical governance challenge. 
Many Indian business groups are transitioning from first- or second-generation leadership to 
subsequent generations. The absence of structured succession frameworks can lead to internal 
disputes, strategic uncertainty, and reputational risks. Some leading conglomerates have 
institutionalized succession planning and professional management systems, while others continue to 
rely heavily on informal family consensus. The governance quality during generational transitions often 
determines long-term organizational stability. Board composition and the role of independent directors 
remain central to governance effectiveness. While independent directors are expected to safeguard 
stakeholder interests and provide objective oversight, their independence can be compromised by 
social, professional, or familial proximity to promoters. Strengthening the selection process, enhancing 
board diversity, and ensuring transparent performance evaluation of directors are increasingly viewed 
as necessary reforms. 
 
CONCLUSION:  
 Corporate governance in Indian business groups represents a dynamic and evolving domain 
shaped by regulatory reforms, market pressures, and deeply rooted family ownership structures. Indian 
conglomerates have historically played a central role in the country’s economic development, 
combining entrepreneurial vision with diversified expansion. However, the dominance of promoter 
families, concentrated ownership patterns, and complex group structures have created governance 
challenges that require continuous attention and reform. The study highlights that while India has 
developed a robust legal and regulatory framework—particularly through the Companies Act, 2013 and 
strengthened SEBI regulations—the effectiveness of corporate governance in business groups depends 
largely on implementation rather than mere compliance. The presence of independent directors, board 
committees, and disclosure norms has improved formal governance standards, yet substantive 
independence, transparency, and accountability remain areas of concern in certain cases. 
 Family control, although beneficial in providing long-term strategic orientation and stability, 
can give rise to principal–principal conflicts, succession uncertainties, and limited professional 
autonomy. Effective succession planning, professionalization of management, and clear separation 
between ownership and control are essential to ensure continuity and reduce governance risks. 
Moreover, evolving expectations from global investors and stakeholders require Indian business groups 
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to integrate environmental, social, and governance (ESG) principles into their strategic frameworks. 
The findings suggest that meaningful governance reform must go beyond regulatory adherence and 
focus on cultivating a governance culture rooted in ethical leadership, transparency, and stakeholder 
engagement. Strengthening the independence and diversity of boards, enhancing internal control 
mechanisms, promoting shareholder activism, and ensuring transparent related-party transactions are 
critical strategic measures. In conclusion, Indian business groups stand at a transformative juncture 
where traditional family-based governance models must align with global standards and modern 
corporate expectations. By embracing professional management practices, reinforcing accountability 
structures, and fostering sustainable business strategies, Indian conglomerates can enhance investor 
confidence, protect stakeholder interests, and secure long-term organizational resilience in an 
increasingly competitive global economy. 
 
REFERENCES:  
1. Securities and Exchange Board of India (2015). SEBI (Listing Obligations and Disclosure 

Requirements) Regulations, 2015. Mumbai: SEBI. 
2. Ministry of Corporate Affairs (2013). The Companies Act, 2013. Government of India, New Delhi. 
3. Confederation of Indian Industry (1998). Desirable Corporate Governance: A Code. New Delhi: CII. 
4. Securities and Exchange Board of India (2000). Report of the Kumar Mangalam Birla Committee on 

Corporate Governance. Mumbai: SEBI. 
5. Securities and Exchange Board of India (2003). Report of the N. R. Narayana Murthy Committee on 

Corporate Governance. Mumbai: SEBI. 
6. Organisation for Economic Co-operation and Development (2015). G20/OECD Principles of 

Corporate Governance. Paris: OECD Publishing. 
7. La Porta, Rafael, Lopez-de-Silanes, Florencio, Shleifer, Andrei, & Vishny, Robert W. (1998). Law and 

finance. Journal of Political Economy, 106(6), 1113–1155. 
8. Claessens, Stijn, Djankov, Simeon, Fan, Joseph P. H., & Lang, Larry H. P. (2002). Disentangling the 

incentive and entrenchment effects of large shareholdings. Journal of Finance, 57(6), 2741–2771. 
9. Khanna, Tarun & Palepu, Krishna G. (2000). Is group affiliation profitable in emerging markets? An 

analysis of diversified Indian business groups. Journal of Finance, 55(2), 867–891. 
10. Tata Group (various years). Annual Reports and Corporate Governance Reports. Mumbai. 
 


