Corporate governance is the framework of rules, practices, and processes that direct and control corporations, ensuring accountability, transparency, and fairness to stakeholders. It is essential for investor protection, compliance with government obligations, and long-term value maximization.
Concept of Corporate Governance
· Definition: Corporate governance refers to the system by which companies are directed and controlled. It balances the interests of shareholders, management, customers, suppliers, financiers, government, and the community.
· Its origin dates back to the time when there was a rise in corporate failure and scandals and a need was felt to compulsorily follow strict compliances related to accountability of top board, regular disclosure of financial statements and strong internal control systems.
· Core Principles: Transparency, accountability, fairness, and responsibility.
Meaning
· It is the power structure of rules and practices that governs corporations.
· Ensures that decision-making aligns with ethical standards and legal frameworks at all times.
· Promotes trust and confidence among investors and stakeholders.
Scope
· Internal governance: Board of directors, committees, management practices.
· External governance: Regulatory bodies (SEBI, Companies Act 2013 in India), Stock Exchanges, Auditors.
· Global relevance: Applies to multinational corporations, ensuring competitiveness and reputation.
Need for Corporate Governance
· Prevents corporate scandals and fraud.
· Enhances investor confidence and market stability.
· Ensures compliance with laws and regulations.
· Promotes sustainable growth and long-term profitability
Mechanisms of Corporate Governance
· Board of Directors: Independent and diverse boards ensure unbiased decision-making.
· Committees: Audit, remuneration, and risk committees monitor specific areas.
· Disclosure & Transparency: Regular financial reporting and disclosures.
· Regulatory Oversight: SEBI, Ministry of Corporate Affairs, and other regulators enforce compliance
Corporate Governance and Stakeholders
· Shareholders: Protection of rights and fair returns.
· Employees: Ethical treatment, fair wages, and career growth.
· Customers: Quality products and services.
· Community & Environment:  Corporate social responsibility (CSR) and sustainability initiatives
Investor Protection
· Ensures fair disclosure of information.
· Prevents insider trading and fraudulent practices.
· Provides mechanisms for grievance redressal.
· Builds investor confidence through accountability and transparency.
Obligations
· To Investors: Safeguard investments, provides accurate information, ensure fair returns.
· To Government: Compliance with tax laws, corporate regulations, and contribution to economic development.
Corporate Governance and Value Maximization
· Strong governance enhances organizational performance and brand reputation.
· Attracts foreign investment and improves global competitiveness.
· Aligns corporate goals with long-term shareholder value and sustainable growth thus leading to value maximization.

