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ABSTRACT

Corporate governance has emerged as a critical component of sustainable business management in India,
particularly in the context of promoter-driven business groups where ownership concentration is
significantly high. Minority shareholders in Indian corporations often face challenges such as information
asymmetry, related-party transactions, tunneling of assets, and limited participation in decision-making
processes. This research paper examines the efficacy of corporate governance mechanisms in Indian
business groups with special emphasis on the protection of minority shareholders. The study evaluates the
effectiveness of statutory reforms introduced under the Companies Act, 2013, Securities and Exchange
Board of India (SEBI) regulations, Clause 49 of the Listing Agreement, and independent board structures.
The paper adopts a doctrinal and analytical research methodology using secondary data from scholarly
articles, legal provisions, annual reports, and regulatory frameworks. The findings indicate that although
India has adopted internationally accepted governance standards, enforcement deficiencies and concentrated
ownership structures continue to undermine minority shareholder protection. The paper further highlights
the growing role of shareholder activism, institutional investors, and disclosure norms in improving
governance quality. The study concludes that strengthening enforcement mechanisms, enhancing board
independence, and improving transparency are essential for safeguarding minority shareholder interests in
Indian business groups and ensuring long-term corporate accountability and investor confidence.
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1. Introduction

The complexity of global supply chains has grown with the international sourcing, geographically
dispersed production networks, growing supplier networks and the ever-changing customer expectations.
The developments have brought more uncertainty to the operational side, while the certainty of delivery
has become a key performance indicator measure of the supply chain. Late deliveries cause delays in
production, high logistics and inventory expenses, low customer satisfaction, and diminishing
competitiveness in the organization. Hence, organisations are increasingly focusing on predictive methods
that can detect delivery risks early on and make operational interventions in good time, before disruption
has an impact on supply chain performance (Zouari et al., 2021; Herold et al., 2021). Resilience is now a
strategic priority in the supply chain due to significant disruptions that have revealed weaknesses in
transportation, supplier coordination, workforce availability and information visibility. Recent studies have
revealed that resilient supply chains are not just about physical infrastructure, but also about the capability
to gather, combine and analyse operational data in real-time. Corporate governance refers to the framework
of rules, practices, and processes by which corporations are directed and controlled(1). It determines the
distribution of rights and responsibilities among different stakeholders such as shareholders, directors,
managers, creditors, and regulators. Effective corporate governance promotes transparency, accountability,
fairness, and ethical business conduct. In emerging economies like India, corporate governance assumes
special significance because most corporations are characterized by concentrated ownership and promoter
dominance rather than dispersed shareholding patterns commonly found in developed economies(2).
Indian business groups have historically been dominated by family-owned enterprises where promoters
exercise substantial influence over managerial decisions and board structures. While such concentration of
ownership may enable efficient decision-making and long-term strategic orientation, it also creates the
possibility of expropriation of minority shareholders(3). The principal conflict in Indian corporate
governance is therefore not merely between management and shareholders, but primarily between
controlling shareholders and minority shareholders.

Minority shareholders are shareholders who do not possess controlling stakes in a company and therefore
lack the power to influence corporate decisions independently. Their interests are vulnerable in companies
where promoters or majority shareholders possess overwhelming voting rights(4). The protection of
minority shareholders is crucial because investor confidence, market efficiency, and economic growth
depend significantly on fair treatment of all shareholders. Weak protection discourages foreign investment

and undermines trust in financial markets.
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Figure 01. Corporate governance and minority shareholder protection in Indian business groups

The issue of minority shareholder protection gained prominence in India after several corporate scandals
exposed governance failures in major corporations(5). Cases such as Satyam Computer Services revealed
serious deficiencies in board oversight, auditing mechanisms, and disclosure practices. These incidents
highlighted how weak governance structures could lead to financial fraud and severe losses for minority
investors. Consequently, policymakers and regulators initiated several reforms aimed at strengthening
governance standards and enhancing investor protection(6).

The introduction of Clause 49 of the Listing Agreement by SEBI marked a significant step toward improving
governance practices in listed companies. Clause 49 introduced requirements regarding board composition,
independent directors, audit committees, and disclosure obligations(7). Subsequently, the Companies Act,
2013 further strengthened governance norms by incorporating provisions related to independent directors,
class action suits, related-party transactions, and minority shareholder remedies. SEBI also introduced the
Listing Obligations and Disclosure Requirements (LODR) Regulations to improve corporate transparency
and accountability(8).

Despite these reforms, concerns regarding minority shareholder protection continue to persist. Indian
corporations often exhibit complex ownership structures involving pyramidal holdings, cross-
shareholdings, and promoter-controlled subsidiaries. Such structures may facilitate tunneling, whereby
controlling shareholders transfer corporate resources for personal benefit at the expense of minority
investors. Related-party transactions are another significant concern because promoters may engage in

transactions favoring entities under their control(9).
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Figure 02. Minority shareholder protection in India: Reforms and Challenges

The effectiveness of independent directors has also been questioned. Although independent directors are
expected to provide objective oversight and protect shareholder interests, their appointment and
continuation often depend upon promoter approval(10). This dependence may compromise their
independence and limit their ability to challenge management decisions effectively. Similarly, institutional
weaknesses, slow judicial processes, and inadequate enforcement mechanisms reduce the practical impact
of governance reforms.

Shareholder activism has recently emerged as an important mechanism for improving governance standards
in India. Institutional investors, proxy advisory firms, and retail investor associations have increasingly
participated in corporate decision-making processes(11). Activism relating to executive compensation,
mergers, acquisitions, and related-party transactions has compelled companies to become more transparent
and responsive to shareholder concerns. The rise of digital communication and improved disclosure norms
has further strengthened shareholder engagement(12).

Another important aspect of minority shareholder protection is the legal framework governing oppression
and mismanagement. Sections 241 and 242 of the Companies Act, 2013 provide remedies to minority
shareholders against oppressive conduct by majority shareholders. Additionally, class action suits under
Section 245 enable shareholders to seek legal remedies against fraudulent or prejudicial corporate
practices(13). However, the effectiveness of these provisions depends largely on judicial efficiency and

shareholder awareness.

99 https://ijrdobm.com/issue/archive



Volume 12 | Issue 01 | February 2026

Directors

| Promoter Approval
| Independent

[ Limited Independence

’ Institutional Investars ]
| Proxy Advisory Firms ] % ‘ Shareholder Activism

Digital Communication

Corporate
Governance in India

’ Sections 241 & 242 |

‘ Legal Framework

| Judicial Efficiency |

Figure 03. Corporate governance challenges & Solutions in India

Corporate governance in India has also been influenced by globalization and international investment
flows. Foreign institutional investors increasingly demand higher standards of transparency, disclosure, and
accountability from Indian corporations. Environmental, Social, and Governance (ESG) considerations
have further emphasized the importance of ethical governance practices and stakeholder protection.
Companies with strong governance standards generally enjoy better investor confidence, lower capital costs,
and improved market valuations(14).

Theoretical perspectives on corporate governance further explain the need for minority shareholder
protection. Agency theory emphasizes conflicts between managers and shareholders, while principal-
principal conflict theory focuses on conflicts between controlling and minority shareholders in concentrated
ownership systems. In India, the latter theory is particularly relevant because promoter dominance creates
opportunities for wealth expropriation and governance abuse. Effective governance mechanisms therefore
aim to reduce such conflicts through monitoring, disclosure, and accountability systems(15).

This research paper seeks to critically analyze the efficacy of corporate governance mechanisms in Indian
business groups with regard to protecting minority shareholders. The study examines the strengths and
weaknesses of existing governance structures, evaluates regulatory reforms, and identifies challenges
affecting enforcement and implementation(16). The paper also explores the role of shareholder activism,
board independence, and institutional investors in improving governance standards. Through this analysis,
the study aims to contribute to the broader understanding of corporate governance challenges in emerging

economies like India.
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Research Methodology

This research adopts a doctrinal and analytical methodology to examine the efficacy of corporate
governance mechanisms in Indian business groups for protecting minority shareholders. The study is
primarily based on secondary data collected from academic journals, research papers, government reports,
SEBI regulations, company law provisions, judicial decisions, and corporate governance reports published
by regulatory institutions and scholars(17).

The doctrinal approach has been used to analyze the legal and regulatory framework governing minority
shareholder protection in India. Relevant provisions under the Companies Act, 2013, SEBI (Listing
Obligations and Disclosure Requirements) Regulations, and Clause 49 of the Listing Agreement have been
critically examined to understand their effectiveness in ensuring corporate accountability and investor
protection. Judicial precedents relating to oppression, mismanagement, and shareholder rights have also
been reviewed to evaluate the practical enforcement of minority protection mechanisms(18).

The analytical component of the study focuses on identifying structural challenges in Indian business
groups such as concentrated ownership, promoter dominance, related-party transactions, and inadequate
board independence. The study evaluates how these factors affect governance quality and minority
shareholder rights(19). Existing literature on agency theory and principal-principal conflicts has been used
to explain governance issues specific to emerging economies like India.

The research further includes a comparative assessment of governance reforms introduced after major
corporate scandals. Attention has been given to reforms relating to independent directors, disclosure
requirements, audit committees, and shareholder participation mechanisms. Secondary data from scholarly
databases, policy papers, and financial publications have been used to examine trends in shareholder

activism and institutional investor participation in India(20).

Table 01. Research Methodology and Analytical Framework for the Study of Corporate Governance and Minority

Shareholder Protection in Indian Business Groups
Component Brief Description

Research Methodology Doctrinal and analytical approach used.

Type of Data Secondary data analysis.

Sources Used Journals, research papers, SEBI reports, company laws, judicial
decisions.

Doctrinal Study Analysis of legal provisions related to minority shareholder protection.

Laws Examined Companies Act, 2013; SEBI LODR Regulations; Clause 49.

Judicial Review Cases on oppression, mismanagement, and shareholder rights studied.
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Analytical Focus Governance challenges in Indian business groups analyzed.

Key Governance Promoter dominance, concentrated ownership, related-
Issues party transactions.

Theoretical Base Agency theory and principal-principal conflict theory used.

Comparative Analysis  Governance reforms after corporate scandals compared.

Reforms Studied Independent directors, audit committees, disclosure norms.
Additional Focus Shareholder activism and institutional investor participation.

Scope of Study Indian listed companies and business groups only.

Component Brief Description

Research Objective To evaluate governance efficacy in protecting minority shareholders.

The study does not rely on primary empirical surveys or interviews due to limitations of time and
accessibility. However, qualitative analysis of existing academic studies and regulatory developments has
been employed to derive meaningful conclusions regarding governance efficacy. The research aims to provide
a comprehensive understanding of the relationship between corporate governance structures and minority
shareholder protection in Indian business groups.

The scope of the study is limited to listed Indian companies and business groups operating under Indian
corporate laws and regulatory frameworks. International comparisons are used only where necessary to
contextualize governance practices and reforms. The study emphasizes legal, institutional, and governance-

related dimensions rather than purely financial performance indicators.

Results and Discussion

The analysis reveals that corporate governance reforms in India have significantly improved the formal
framework for minority shareholder protection; however, the practical efficacy of these mechanisms
remains mixed. The Indian corporate environment is still dominated by promoter-controlled firms where
ownership concentration allows majority shareholders to exert considerable influence over strategic and
operational decisions. This concentration creates opportunities for expropriation of minority shareholders
through related-party transactions, preferential allotments, tunneling of assets, and managerial
entrenchment.

One of the major findings of the study is that the Companies Act, 2013 and SEBI regulations have
substantially enhanced governance standards in India. Provisions relating to independent directors,
mandatory audit committees, disclosure requirements, and shareholder approvals for related-party

transactions have strengthened formal accountability structures. The introduction of class action suits and
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provisions against oppression and mismanagement represent important legal safeguards for minority
investors.

Despite these reforms, implementation challenges continue to weaken governance efficacy. Independent
directors often lack true independence because promoters largely influence their appointment and removal.
In many Indian companies, independent directors function more as symbolic figures rather than active
monitors of management conduct. Their dependence on promoters for board positions may discourage
them from challenging questionable corporate decisions. Consequently, board independence in several

firms remains superficial rather than substantive.

Table 02: Major Findings on Corporate Governance in India

Area Observation

Governance Reforms Improved  minority  shareholder  protection

framework.
Ownership Pattern Promoter-controlled firms still dominate.
Key Risks Tunneling, related-party deals, preferential treatment.

Companies Act, 2013  Strengthened legal safeguards.

SEBI Regulations Enhanced transparency and disclosures.
Independent Directors Limited independence in practice.

Audit Committees Improved financial oversight.
Shareholder Rights Better protection through legal remedies.
Major Challenge Weak implementation and enforcement.

Overall Finding Strong laws but mixed practical results.

The study also identifies related-party transactions as a major governance concern in Indian business
groups. Promoter-controlled companies frequently engage in transactions with subsidiaries or affiliated
entities that may not always be conducted at arm’s length. Such practices can reduce corporate value and
transfer benefits from minority shareholders to controlling shareholders. Although SEBI regulations
require disclosures and shareholder approvals for material related-party transactions, enforcement remains
inconsistent.

Another important observation is that legal remedies available to minority shareholders are often
underutilized. Although Sections 241 and 242 of the Companies Act provide remedies against oppression
and mismanagement, litigation processes in India are generally lengthy and expensive. Minority

shareholders may lack the financial resources and legal expertise required to pursue corporate litigation
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effectively. Delays in judicial proceedings further reduce the deterrent impact of legal enforcement
mechanisms.

The research also demonstrates the increasing importance of shareholder activism in improving governance
standards. Institutional investors, mutual funds, and proxy advisory firms have become more active in
scrutinizing corporate decisions. Cases involving executive compensation, mergers, acquisitions, and
governance irregularities have witnessed greater shareholder participation in recent years. Shareholder
dissent against controversial resolutions indicates growing awareness regarding governance rights among
investors.

Technological advancements and digital disclosure platforms have further improved transparency in Indian
capital markets. Online voting systems, mandatory disclosure norms, and electronic dissemination of
annual reports have enabled minority shareholders to participate more actively in corporate governance
processes. Increased access to information has strengthened investor awareness and reduced informational

asymmetry to some extent.
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Figure 04. Key observations from the study
However, the study finds that ownership concentration continues to remain the defining feature of Indian
corporate governance. Unlike Anglo-American governance systems characterized by dispersed ownership,
Indian corporations are predominantly family-controlled. This creates principal-principal conflicts where

minority shareholders face risks from dominant shareholders rather than professional managers.
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Governance reforms imported from developed economies may therefore require adaptation to Indian
institutional realities.

The Satyam scandal remains a significant example of governance failure in India. The case exposed serious
deficiencies in auditing practices, board oversight, and regulatory monitoring. Minority shareholders
suffered substantial financial losses due to accounting fraud and misrepresentation. The scandal prompted
regulators to strengthen disclosure requirements and auditing standards, but it also highlighted the
limitations of formal governance mechanisms when ethical standards are weak.

The role of SEBI has expanded considerably in recent years. SEBI has introduced several reforms to
enhance corporate transparency, regulate insider trading, strengthen disclosure obligations, and monitor
related-party transactions. The regulator has also emphasized the role of independent directors and
institutional investors in corporate governance. Nevertheless, effective enforcement remains essential

because regulatory provisions alone cannot guarantee fair treatment of minority shareholders.
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Figure 05. Corporate governance in India: Challenges and Reforms

The findings further indicate that firms with stronger governance practices tend to enjoy higher investor
confidence and better market reputation. Transparent companies with effective board oversight and ethical
governance structures are generally more attractive to foreign institutional investors. Strong governance
standards also reduce agency costs and improve long-term financial sustainability. This demonstrates that
minority shareholder protection is not merely a legal requirement but also an important determinant of
corporate competitiveness.

The study also highlights the growing relevance of Environmental, Social, and Governance (ESG)
frameworks in India. Investors increasingly evaluate companies based on governance quality and ethical

conduct. Governance failures can adversely affect corporate reputation, stock prices, and investor trust.

105 https://ijrdobm.com/issue/archive



Volume 12 | Issue 01 | February 2026

Consequently, Indian corporations are under increasing pressure to adopt governance practices aligned
with global standards.

Overall, the analysis suggests that India has made significant progress in developing a robust corporate
governance framework. However, enforcement challenges, concentrated ownership structures, and
institutional weaknesses continue to limit the effectiveness of minority shareholder protection. Sustainable
improvement requires not only stronger regulations but also cultural transformation within corporate

institutions emphasizing ethical conduct, accountability, and stakeholder fairness.

Conclusion

Corporate governance plays a vital role in ensuring transparency, accountability, and fairness in corporate
management, particularly in economies characterized by concentrated ownership structures such as India.
This study examined the efficacy of corporate governance mechanisms in Indian business groups with
specific reference to the protection of minority shareholders. The findings reveal that although India has
established a comprehensive legal and regulatory framework through the Companies Act, 2013 and SEBI
regulations, practical implementation challenges continue to undermine the effectiveness of these
mechanisms. Promoter dominance, related-party transactions, and limited board independence remain
major concerns affecting minority shareholder interests. While reforms such as independent directors,
disclosure requirements, and shareholder approval mechanisms have strengthened governance standards,
enforcement deficiencies and institutional limitations continue to weaken investor protection. Legal
remedies available to minority shareholders are often constrained by lengthy litigation processes and
limited accessibility. At the same time, increasing shareholder activism, institutional investor participation,
and enhanced disclosure norms indicate positive developments in Indian corporate governance.
Technological advancements and ESG-based investment approaches are further encouraging companies to
adopt higher governance standards. The study concludes that effective minority shareholder protection
requires stronger enforcement mechanisms, genuine board independence, improved judicial efficiency, and
greater shareholder awareness. Corporate governance reforms must also consider the unique ownership
structures of Indian business groups rather than merely replicating Western governance models. A balanced
governance framework that protects minority interests while ensuring corporate efficiency is essential for
strengthening investor confidence, attracting capital investment, and promoting sustainable economic

growth in India.
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