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ABSTRACT

Corporate governance is a fair and transparent mechanism that ensures long- term 
shareholder value that benefits all other stakeholders, including society. Over the 
years, various corporate scams and frauds have led to legislative and regulatory 
changes and the adoption of better governance practices across the globe. These 
events brought to light issues such as financial mismanagement, CEOs’ misconduct, 
inadequate regulatory frameworks, weak enforcement mechanisms, etc., underscor-
ing corporate governance's role and its alignment with international standards. 
Therefore, this paper aims to study India's various reforms, significant legislations, 
and regulations to improve corporate governance mechanisms. In addition, it explores 
the influence of corporate governance in achieving various SDG goals, illustrated 
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through case studies. The chapter also underscores the challenges and prospects 
associated with corporate governance within India, alongside the ongoing initiatives 
to align corporate standards with international benchmarks.

1. INTRODUCTION

The concept of governance is as ancient as the advent of human civilization. Gov-
ernance is concerned with making decisions and implementation of such decisions. 
It involves the formal and the informal players involved in the decision- making and 
implementation of the decisions. Corporate governance emerged due to the issues 
emerging out of the agency theory concept, which states that the principal (sharehold-
ers) is the entity that delegates work to the agent (directors), who is responsible for 
performing the activities and tasks of the organization. It also originated due to the 
stewardship theory, which assumes that the interests of managers and shareholders 
are aligned and converge in the organization's long- term success. Stewardship theory 
promotes ethical, responsible, and sustainable business practices.

Corporate governance refers to the set of rules, known as policies, procedures, 
and guidelines, that control the operations of a business enterprise. This is because 
the business must consider the stakeholder interests to ensure accountability, jus-
tice, and openness to prevent negative interactions between the management, the 
board, and stakeholders (Arslan & Alqatan, 2020; OECD, 2015). It is a fair and 
transparent instrument to safeguard long- term shareholder value that advances all 
other stakeholders, including society. Several legal and regulatory changes have 
been made because of corporate scams and fraud. This further led to the adoption 
of better governance procedures worldwide (Fernando, 2017).

The significance of corporate governance can also be depicted in the economic 
reforms of 1991, when India, being a closed economy, shifted to liberalization, 
privatization, and globalization (LPG). Several needs of the Indian economy were 
met through these reforms. For instance, reducing poverty, increasing the econo-
my's growth rate, increasing foreign investment, etc. The changing aspects of the 
global markets further enhanced the expectations of the shareholders and other 
stakeholders, contributing to developing India's corporate governance framework 
(Shleifer &Vishny, 1997).

As pointed out by Khanna and Palepu (2000), integration of the Indian economy 
with the world economy meant that companies had to adopt governance structures 
that were consistent with best practices internationally. Further, two major account-
ing scandals, Enron and WorldCom in the United States in the early 2000s, shook 
the entire corporate world and economies worldwide. These events highlighted 
financial mismanagement, CEOs’ misconduct, inadequate regulatory frameworks, 



 

 

22 more pages are available in the full version of this

document, which may be purchased using the "Add to Cart"

button on the publisher's webpage: www.igi-

global.com/chapter/corporate-governance-reforms-driving-

sustainable-business-practices-in-india/359789

Related Content

CobWeb Multidimensional Model and Tag-Cloud Operators for OLAP of

Documents
Omar Khrouf, Kais Khroufand Jamel Feki (2018). International Journal of Green

Computing (pp. 46-68).

www.irma-international.org/article/cobweb-multidimensional-model-and-tag-cloud-operators-for-

olap-of-documents/221132

Impact of Human Capital on SDG1 in Selected G20 Countries
Meenakshi Gupta, Isha Kumariand Ajay Kumar Singh (2024). Interlinking SDGs and

the Bottom-of-the-Pyramid Through Tourism (pp. 21-48).

www.irma-international.org/chapter/impact-of-human-capital-on-sdg1-in-selected-g20-

countries/352455

An Overview of E-Mobility-Based Threats to the Power Grid: Introduction to

Smart Grids and Mobility Ecosystem
Neha Guptaand Nidhi Gupta (2024). E-Mobility in Electrical Energy Systems for

Sustainability (pp. 142-155).

www.irma-international.org/chapter/an-overview-of-e-mobility-based-threats-to-the-power-

grid/341166

Exploring Sustainability in Tourism Marketing Through Digital and Social

Networks: A Literature Review
Faissal El Mattichi, Abderrazzak Elabbadi, Aziz Hmiouiand Aziz Barhmi (2024).

Promoting Responsible Tourism With Digital Platforms (pp. 213-230).

www.irma-international.org/chapter/exploring-sustainability-in-tourism-marketing-through-digital-

and-social-networks/348886

Recent trends in Sustainable Urban Planning
José G. Vargas-Hernándezand Justyna Anna Zdunek-Wielgoaska (2019).

International Journal of Sustainable Economies Management (pp. 29-47).

www.irma-international.org/article/recent-trends-in-sustainable-urban-planning/232263

http://www.igi-global.com/chapter/corporate-governance-reforms-driving-sustainable-business-practices-in-india/359789
http://www.igi-global.com/chapter/corporate-governance-reforms-driving-sustainable-business-practices-in-india/359789
http://www.igi-global.com/chapter/corporate-governance-reforms-driving-sustainable-business-practices-in-india/359789
http://www.irma-international.org/article/cobweb-multidimensional-model-and-tag-cloud-operators-for-olap-of-documents/221132
http://www.irma-international.org/article/cobweb-multidimensional-model-and-tag-cloud-operators-for-olap-of-documents/221132
http://www.irma-international.org/chapter/impact-of-human-capital-on-sdg1-in-selected-g20-countries/352455
http://www.irma-international.org/chapter/impact-of-human-capital-on-sdg1-in-selected-g20-countries/352455
http://www.irma-international.org/chapter/an-overview-of-e-mobility-based-threats-to-the-power-grid/341166
http://www.irma-international.org/chapter/an-overview-of-e-mobility-based-threats-to-the-power-grid/341166
http://www.irma-international.org/chapter/exploring-sustainability-in-tourism-marketing-through-digital-and-social-networks/348886
http://www.irma-international.org/chapter/exploring-sustainability-in-tourism-marketing-through-digital-and-social-networks/348886
http://www.irma-international.org/article/recent-trends-in-sustainable-urban-planning/232263

