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Abstract 

Corporate governance refers to the system of rules, principles, and processes through which companies are directed and 

controlled to ensure transparency, accountability, and ethical management. Independent directors play a significant role 

in strengthening corporate governance by monitoring managerial decisions, protecting shareholder interests, and 

promoting responsible corporate conduct. The Companies Act, 2013 introduced major reforms relating to independent 

directors, including provisions regarding their appointment, qualifications, duties, liabilities, and board participation. 

These reforms aimed to improve board independence, corporate transparency, and investor confidence in India. 

This study critically examines the role of independent directors in ensuring effective corporate governance under the 

Companies Act, 2013 and SEBI regulations. It further analyses the practical challenges faced by independent directors, 

such as promoter influence, lack of true independence, fear of legal liability, inadequate information access, and weak 

appointment mechanisms. The study concludes that although independent directors are essential for good governance, 

stronger implementation of legal provisions, transparent appointment procedures, enhanced training, and greater 

autonomy are necessary to improve their effectiveness and ensure sustainable corporate governance practices in India. 
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Introduction 

Before the 1980s, corporate governance received little public attention in India, particularly regarding the role and 

responsibilities of Boards of Directors. Over time, governance practices evolved significantly with the emergence of 

independent directors and increasing scrutiny of institutional and judicial weaknesses. Since the early 2000s, corporate 

governance has gained global importance as investors rely on boards and management to fulfil fiduciary duties, protect 

investments, ensure accountability, and generate sustainable returns for shareholders and stakeholders. The directors 

have responsibilities and must answer to many groups, the most important of which are the shareholders.  “Corporate 

governance is a system of making directors accountable to the shareholders for effective management of the corporation 

with an adequate concern for ethics and values”. To entice investors and boost stakeholder trust and confidence, it raises 

the organization's profile in the public eye.1  

Corporate governance is a multidisciplinary concept integrating law, finance, economics, and management to ensure 

accountability, transparency, ethical conduct, effective oversight, and social responsibility in corporations. “Corporate 

Governance means to steer an organization in the desired direction—the responsibility to steer lies with the board of 

directors. Governance is concerned with the intrinsic nature, purpose, integrity and identity of an organization, primarily 

focusing on the entity's relevance, continuity and fiduciary aspects. Corporate Governance is the rules, norms, and 

practices that address the relationship between managers and shareholders and amongst different types of shareholders 

(e.g., controlling shareholders and those who do not have control)”.2 

Fairness, accountability, responsibility, and openness are democratic principles that corporate governance instils in 

businesses.  Various stakeholders, including investors, managers, and boards of directors, are governed by corporate 

governance.  By enhancing business decision-making and performance, it aims to maximise long-term shareholder 

value.  Building processes and incentives that benefit a company's stakeholders is what this entails.  Corporate 

governance challenges have grown in importance and prominence in the last several decades, particularly in the post-

 
1Khanna Vikramaditya, “Corporate Governance in India: Past, Present and Future,” Jindal Global Law Review, Vol. I, September 

2009, p. 171. 
2Dr. Laxmi Kant, "Corporate Governance," Sharma Publication, 1st Edition, 2014, p. 41 
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globalization period.  The early years of the new century have been marred by a crisis of trust and confidence, brought 

about by the scandals, scams, and failures of several multinational businesses across different countries.  A number of 

high-profile corporate scandals have rocked the business world recently, including the UTI Scam, the Harshad Mehta 

Scam, and the most recent and largest of them all, the Satyam Scam in India.  Because of this, people all around the 

globe are beginning to doubt the morals, principles, and standards upheld by corporations and the people who work for 

them in positions of authority.  Ironically, these corporate scandals and frauds are happening despite the existence of 

stringent laws, regulations, and the recommendations and constitutions of several committees tasked with handling the 

myriads of issues related to corporate governance. 

Corporate governance forms the foundation of ethical, transparent, and accountable corporate management. It comprises 

the rules, procedures, and practices that guide companies in protecting stakeholder interests, ensuring long-term 

sustainability, and maintaining responsible corporate conduct. Effective governance requires coordination among the 

Board of Directors, management, shareholders, auditors, and regulatory authorities. Strong governance practices 

enhance investor confidence, reduce corporate risks, and align business objectives with broader economic and social 

responsibilities.  

Independent directors play a crucial role within this framework by ensuring objectivity, transparency, and accountability 

in corporate decision-making. Unlike executive or promoter directors, they do not possess financial or operational ties 

with the company, enabling them to function impartially. Their responsibilities include overseeing management 

decisions, preventing conflicts of interest, promoting ethical practices, and contributing to strategic planning, risk 

management, and corporate social responsibility. Thus, independent directors strengthen board independence and 

corporate integrity, making them essential for effective corporate governance and sustainable business growth. 

Development of Corporate Governance in India 

In India, corporate governance reforms gained momentum after economic liberalization and the integration of global 

business standards. Regulatory developments such as Clause 49, SEBI reforms, and the Companies Act, 2013 

significantly strengthened the role of independent directors and enhanced accountability within corporate management. 

Conceptual Foundations of Corporate Governance: Corporate governance refers to the system of rules, practices, 

and processes through which companies are directed and controlled. It ensures accountability, transparency, fairness, 

and ethical conduct in corporate management. The concept is supported by various theoretical approaches, particularly 

Agency Theory and Stakeholder Theory. Agency Theory, developed by Jensen and Meckling, explains the conflict 

between shareholders and management and emphasizes the need for monitoring mechanisms to protect shareholders’ 

interests3. In contrast, Stakeholder Theory, proposed by Freeman, broadens corporate responsibility beyond shareholders 

to include employees, customers, suppliers, and society at large4. These theories collectively shaped the modern 

framework of corporate governance. 

Global Growth of Corporate Governance: The concept of corporate governance gained global significance during 

the 1970s and expanded rapidly after major corporate scandals such as Enron and WorldCom in the United States. These 

scandals exposed weaknesses in board oversight and resulted in reforms like the Sarbanes-Oxley Act, 2002, which 

strengthened transparency and accountability in corporate management5. Similarly, the Cadbury Report, 1992 in the 

United Kingdom emphasized the importance of board independence and non-executive directors in ensuring good 

governance practices6. 

Evolution of Corporate Governance in India: In India, corporate governance reforms accelerated after the economic 

liberalization of 1991, which opened Indian markets to global competition and foreign investment. The need for investor 

confidence and transparent business practices led to several governance reforms. The Confederation of Indian Industry 

 
3 William H Meckling and Michael C Jensen, “Theory of the Firm,” 3 Managerial behavior, agency costs and ownership structure 

305–60 (1976). 
4 R Edward Freeman et al., “Stakeholder theory: The state of the art” (2010). 
5 Anna Zalewska, “Challenges of corporate governance: Twenty years after Cadbury, ten years after Sarbanes–Oxley,” 27 Journal 

of Empirical Finance 1–9 (2014). 
6 Neeta Shah, Christopher J Napier and R Holloway, “The Cadbury report 1992: Shared vision and beyond” United Kingdom 

(2017). 

https://ijsrem.com/


         
           International Journal of Scientific Research in Engineering and Management (IJSREM) 

                          Volume: 10 Issue: 05 | May - 2026                               SJIF Rating: 8.659                                        ISSN: 2582-3930                                                                                                                                               

 

© 2026, IJSREM      | https://ijsrem.com                                 DOI: 10.55041/IJSREM63585                                         |        Page 3 
 

(CII) introduced the first voluntary code of corporate governance in 1998. Subsequently, SEBI implemented Clause 49 

of the Listing Agreement in 2000, mandating board independence, audit committees, and disclosure requirements for 

listed companies7. 

A major milestone was the enactment of the Companies Act, 2013, which introduced detailed provisions regarding 

independent directors, board committees, corporate social responsibility, and enhanced disclosures8. Further reforms 

were recommended by the Kotak Committee Report, 2017, which emphasized stronger board independence, improved 

disclosure standards, and protection of minority shareholders9. These reforms collectively strengthened corporate 

governance practices in India and aligned them with global standards. 

Problem Statement  

Despite significant reforms introduced under the Companies Act, 2013 and SEBI regulations, corporate scandals such 

as Satyam and Vijay Mallya exposed serious weaknesses in India’s corporate governance framework. Independent 

directors, who are expected to ensure transparency, accountability, and protection of stakeholder interests, often face 

challenges such as promoter influence, lack of autonomy, inadequate information access, and fear of legal liability. 

Consequently, concerns remain regarding their actual independence and effectiveness in preventing corporate 

mismanagement and fraud. This study seeks to critically examine the role, effectiveness, and challenges of independent 

directors in strengthening corporate governance in India. 

Aim and Objective of the Study 

The study aims to critically analyses the role of independent directors in strengthening corporate governance in India, 

particularly under the Companies Act, 2013. Objectives of the Study are: 

1. To examine the legal and regulatory framework governing independent directors under the Companies Act, 

2013 and SEBI regulations.  

2. To analyses the role of independent directors in promoting transparency, accountability, and ethical corporate 

governance.  

3. To evaluate the challenges faced by independent directors and suggest reforms for improving their independence 

and effectiveness. 

Research Methodology 

The present study adopts a doctrinal research methodology to critically analyses the role of independent directors in 

strengthening corporate governance in India, with special reference to the Companies Act, 2013. The research is 

primarily based on qualitative analysis of legal principles, statutory provisions, judicial decisions, and scholarly opinions 

relating to corporate governance and independent directors. The study relies on both primary and secondary sources of 

data. Primary sources include statutory materials such as the Companies Act, 2013, SEBI (Listing Obligations and 

Disclosure Requirements) Regulations, committee reports, rules, notifications, and relevant judicial pronouncements 

delivered by the Supreme Court and various High Courts. Important case laws concerning corporate governance and the 

liabilities of independent directors have also been examined to understand judicial interpretation and practical 

application of the law. 

Secondary sources comprise books, research articles, journals, commentaries, reports, newspapers, and online legal 

databases relating to corporate governance, board independence, shareholder protection, and corporate accountability. 

The study also analyses reports of various committees such as the Kumar Mangalam Birla Committee, Narayana Murthy 

Committee, and Kotak Committee to evaluate the evolution of governance reforms in India. 

The research further adopts an analytical and comparative approach to examine the effectiveness of independent 

directors in ensuring transparency, accountability, and ethical governance practices. The study identifies practical 

 
7 Vikash Kumar Upadhyay and Tarkesh J. Molia, “Judging the Freedom of Religion in India on the Touchtone of Doctrine of 

Essential Practice Test,” 8 Law and world 8–16 (2022). 
8 A Ramaiya, Guide to the Companies Act, 19th ed. (LexisNexis India, 2020), VI. 
9 Dhriti Jhaveri, “An Evolutionary Step towards Greater Corporate Governance: The Kotak Committee Report,” 5 Issue 2 Indian 

JL & Legal Rsch. 1 (2023). 
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challenges faced by independent directors and proposes suitable recommendations for strengthening their independence, 

competence, and contribution to effective corporate governance in India. 

Critically Analyses  

Independent Directors and Effective Corporate Governance 

The effectiveness of corporate governance largely depends on the active participation and independence of the Board of 

Directors. Within this framework, independent directors function as key mechanisms for ensuring transparency, 

accountability, and ethical decision-making in corporate management. 

Ensuring Transparency and Accountability: Independent directors play a vital role in strengthening transparency and 

accountability within corporate governance. As non-executive members of the board, they are expected to exercise 

impartial judgment and monitor the actions of management and executive directors. Their presence enhances investor 

confidence by ensuring that corporate decisions are made fairly and in compliance with legal and ethical standards. The 

Companies Act, 2013 and SEBI regulations emphasize board independence to improve disclosure practices, financial 

reporting, and accountability mechanisms10. Independent directors also contribute to effective auditing and internal 

control systems, thereby reducing the possibility of financial irregularities and corporate misconduct. 

Protection of Minority Shareholders and Risk Management: One of the primary responsibilities of independent 

directors is the protection of minority shareholders from promoter dominance and misuse of corporate power. They 

ensure that the interests of all stakeholders are considered during decision-making processes and help maintain fairness 

in related-party transactions and managerial actions. Independent directors also play a crucial role in risk management 

by identifying operational, financial, and reputational risks faced by companies. Through active participation in audit 

committees and board meetings, they assist in developing strategies to minimize risks and promote long-term corporate 

sustainability11. 

Strategic Planning, Corporate Ethics, and CSR: Independent directors contribute significantly to strategic planning 

by providing objective opinions and professional expertise in corporate decision-making. Their independent perspective 

helps companies adopt sustainable business strategies and improve organizational performance. They also promote 

corporate ethics by ensuring compliance with legal obligations and ethical standards, thereby fostering responsible 

business conduct. Furthermore, independent directors support Corporate Social Responsibility (CSR) initiatives under 

Section 135 of the Companies Act, 2013 by encouraging socially responsible practices and balancing economic 

objectives with social welfare. 

Prevention of Fraud and Mismanagement: The increasing occurrence of corporate scams such as the Satyam scandal 

highlighted the importance of independent directors in preventing fraud and mismanagement. Independent directors act 

as watchdogs within the boardroom by scrutinizing financial transactions, monitoring executive conduct, and 

questioning suspicious managerial decisions. Their role is essential in maintaining corporate integrity and preventing 

abuse of power. However, their effectiveness depends upon genuine independence, access to information, and strong 

governance mechanisms within the organization. 

Legal Framework of Independent Directors under the Companies Act, 2013 

After understanding the evolution of corporate governance in India, it becomes essential to examine the legal framework 

that governs independent directors. The Companies Act, 2013, along with SEBI regulations, introduced detailed 

provisions regarding the appointment, duties, liabilities, and functioning of independent directors to strengthen 

transparency, accountability, and effective corporate governance within Indian companies. 

Statutory Recognition of Independent Directors: The Companies Act, 2013 introduced a comprehensive legal 

framework governing independent directors in India to strengthen corporate governance and ensure board independence. 

Section 149(6) of the Act defines an independent director as a director other than a managing director, whole-time 

 
10 A Ramaiya, Guide to the Companies Act, 19th ed. (LexisNexis India, 2020), VI. 
11 Tusharkant Panda, “Analyzing the Role of Independent Directors in a Company,” 4 Issue 3 Indian JL & Legal Rsch. 1 (2022). 
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director, or nominee director who does not possess any material or pecuniary relationship with the company that may 

affect their independence12. The provision seeks to ensure impartiality and objectivity in corporate decision-making. 

Appointment and Qualifications: The appointment of independent directors is governed by Sections 149 and 152 of 

the Companies Act, 2013. Listed public companies are required to appoint at least one-third of the total number of 

directors as independent directors. Such directors must possess integrity, relevant expertise, and professional experience. 

Additionally, they are required to provide a declaration confirming their independence at the first board meeting and 

annually thereafter. The selection process aims to ensure that independent directors are capable of exercising unbiased 

judgment and safeguarding stakeholder interests13. 

Duties, Liabilities, and Code of Conduct: The duties of directors are prescribed under Section 166 of the Companies 

Act, 2013, which requires directors to act in good faith, exercise due care, and promote the objectives of the company 

while protecting shareholder interests. Independent directors are expected to uphold ethical standards, monitor 

management performance, and prevent conflicts of interest. Their liabilities are limited to acts occurring with their 

knowledge, consent, or negligence. 

Schedule IV of the Companies Act, 2013 provides the Code for Independent Directors, outlining professional conduct, 

responsibilities, and functions. It emphasizes integrity, objective judgment, confidentiality, and active participation in 

board processes. The Code also requires independent directors to ensure adequate deliberation in board meetings and 

safeguard minority shareholder interests. 

Audit Committee, NRC, and SEBI Regulations: Independent directors play a significant role in board committees 

such as the Audit Committee and Nomination and Remuneration Committee (NRC) under Sections 177 and 178 of the 

Companies Act, 2013. These committees oversee financial reporting, internal controls, executive remuneration, and 

board appointments. SEBI (LODR) Regulations further strengthen board independence by mandating enhanced 

disclosure standards, evaluation mechanisms, and corporate governance practices for listed companies14. Collectively, 

these legal provisions seek to enhance transparency, accountability, and effective corporate governance in India. 

Corporate Scandals and Judicial Interpretation 

Despite the introduction of corporate governance reforms and independent director mechanisms, several corporate 

scandals in India exposed serious weaknesses in board oversight and accountability. Judicial decisions arising from these 

scandals played a significant role in interpreting the duties, liabilities, and effectiveness of independent directors within 

the corporate governance framework. 

Corporate Scandals and Governance Failures: Corporate scandals in India revealed major deficiencies in 

transparency, accountability, and board independence. These incidents highlighted the inability of boards and 

independent directors to effectively supervise management and prevent financial irregularities. Consequently, judicial 

intervention and regulatory reforms became necessary to strengthen corporate governance mechanisms. 

The Satyam Scam and Failure of Board Oversight: The Satyam Computer Services scandal of 2009 is regarded as 

one of India’s largest corporate frauds. The company’s chairman, Ramalinga Raju, admitted to falsifying financial 

statements and inflating company assets for several years. The scandal exposed severe failures in auditing practices, 

board supervision, and the functioning of independent directors. Although Satyam had reputed independent directors on 

its board, they failed to question suspicious financial disclosures and managerial decisions. The case demonstrated that 

mere appointment of independent directors does not guarantee effective corporate governance unless they function 

independently and actively monitor management15. The scandal led to stricter governance reforms under the Companies 

Act, 2013 and SEBI regulations. 

 
12 G. K. Kapoor and Sanjay Dhamija, Company Law and Practice, 24th ed (Taxman, 2019). 
13 Abhishek Kumar and Padma Aparajita Parija, “Evolution of Independent Directors in India: A Boon for Corporate 

Governance.,” 12 Vidhigya: The Journal of Legal Awareness (2017). 
14 Akshay Dhekane and Urvashi Singh, “SEBI LODR Regulations and the Missing Piece: Why Listed Companies Disclose 

Insolvency Applications by Operational Creditors,” 12 NLUJ L. Rev. 1 (2026). 
15 Vikramaditya Khanna and Shaun J Mathew, “The Role of Independent Directors in Controlled Firms in India: Preliminary 

Interview Evidencer” National Law School of India Review 35–66 (2010). 
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Harshad Mehta Scam and Financial Manipulation: The Harshad Mehta securities scam of 1992 exposed weaknesses 

in India’s banking and financial systems. Manipulation of banking receipts and stock market transactions resulted in 

massive losses to investors and financial institutions. The scandal highlighted the absence of proper regulatory 

supervision and internal corporate controls. Court in Harshad Shantilal Mehta vs Custodian & Ors,16 case reinforced the 

need for stronger disclosure standards, transparent auditing mechanisms, and independent oversight within corporations. 

Vijay Mallya Case and Corporate Mismanagement: The Vijay Mallya case involving Kingfisher Airlines 

demonstrated failures in corporate accountability and risk management. Despite mounting debts and financial instability, 

the board failed to exercise adequate oversight over managerial decisions. The State Bank of India and Ors vs Kingfisher 

Airlines Ltd. And Ors,17 case raised concerns regarding the passive role of independent directors and their inability to 

effectively challenge promoters and management. It further emphasized the importance of board independence and 

financial accountability in corporate governance. 

Tata–Cyrus Mistry Dispute and Judicial Interpretation: The Tata–Cyrus Mistry dispute highlighted conflicts 

between majority shareholders and board independence within corporate governance. The removal of Cyrus Mistry as 

Chairman of Tata Sons raised concerns regarding oppression, minority shareholder rights, and the autonomy of directors. 

In Tata Consultancy Services Ltd. v. Cyrus Investments Pvt. Ltd.,18 the Supreme Court upheld the powers of the majority 

shareholders while emphasizing the importance of lawful corporate procedures and board authority. The case 

demonstrated the continuing tension between promoter control and independent corporate governance in India. 

Indian courts have played an important role in defining directors’ duties and corporate accountability. In Dale & 

Carrington Investment (P) Ltd. v. P.K. Prathapan,19 the Supreme Court emphasized fiduciary duties and fairness in 

corporate management. Similarly, in N. Narayanan v. SEBI,20 the Court stressed the responsibility of directors in 

maintaining transparency and preventing fraudulent practices. In Mackintosh Burn Ltd. v. Sarkar and Chowdhury 

Enterprises Pvt. Ltd.,21 the Supreme Court reaffirmed the importance of protecting shareholder interests and ensuring 

responsible governance practices. These judicial interpretations strengthened the accountability framework governing 

directors and corporate management in India. 

Challenges Faced by Independent Directors 

Although independent directors are regarded as essential instruments of effective corporate governance, their practical 

functioning often faces several institutional and operational challenges. These limitations weaken their ability to function 

independently and reduce their effectiveness in ensuring transparency, accountability, and ethical corporate 

management. 

Lack of True Independence: One of the most significant challenges faced by independent directors is the absence of 

genuine independence in practice. Although the Companies Act, 2013 defines independent directors as individuals free 

from material or pecuniary relationships with the company, many directors remain influenced by promoters and senior 

management. In several corporations, independent directors function more as symbolic figures than active watchdogs, 

thereby weakening the purpose of board independence22. 

Promoter Dominance and Influence: Indian corporate structures are largely promoter-driven, which often limits the 

autonomy of independent directors. Since promoters significantly influence board appointments and decision-making, 

independent directors may hesitate to challenge management decisions or expose irregularities. The Satyam scandal 

demonstrated how board members failed to question fraudulent financial practices despite evident governance failures23. 

This excessive promoter control undermines accountability and compromise’s objective corporate oversight. 

 
16 AIR 1998 SUPREME COURT 2291 
17 AIRONLINE 2017 SC 750 
18 AIRONLINE 2021 SC 179 
19 AIR 2005 SUPREME COURT 1624 
20 AIR 2013 SUPREME COURT 3191 
21 AIRONLINE 2018 SC 820 
22 Tushar Kant Panda, “Analyzing the Role of Independent Directors in a Company,” 4 Issue 3 Indian JL & Legal Rsch. 1 (2022); 

Ibid. 
23 Vikramaditya Khanna and Shaun J Mathew, “The Role of Independent Directors in Controlled Firms in India: Preliminary 
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Fear of Civil and Criminal Liability: Independent directors frequently face concerns regarding personal liability 

arising from corporate misconduct and regulatory violations. Increasing judicial scrutiny and enforcement actions have 

created fear among directors regarding civil and criminal proceedings. In N. Narayanan v. SEBI,24 the Supreme Court 

emphasized the responsibility of directors to ensure transparency and compliance with securities regulations. Such cases 

have increased apprehension among independent directors, often discouraging active participation in board processes. 

Lack of Access to Adequate Information: Effective decision-making requires timely and accurate information; 

however, independent directors often depend on information provided by executive management. Limited access to 

internal corporate data restricts their ability to independently verify financial statements and managerial actions. This 

information asymmetry reduces their effectiveness in detecting fraud, risk, and corporate mismanagement. The failure 

of independent directors during the Satyam scandal reflected the consequences of inadequate oversight and insufficient 

access to reliable corporate information. 

Weak Appointment and Selection Process: The appointment process of independent directors remains another major 

concern. Since promoters and controlling shareholders frequently influence director selection, independence may exist 

only in theory rather than practice25. The absence of a transparent and independent appointment mechanism often results 

in the selection of directors who are reluctant to oppose management decisions. This weakens board accountability and 

stakeholder confidence. 

Lack of Training and Professional Expertise: Independent directors are expected to oversee complex corporate, 

financial, and regulatory matters, yet many lack adequate training and professional expertise. Insufficient orientation 

programmes and governance education reduce their ability to effectively perform oversight functions. The Kotak 

Committee Report emphasized the need for continuous training, performance evaluation, and skill development to 

improve board effectiveness and corporate governance standards26. 

Findings and Suggestions 

The study reveals that independent directors play a crucial role in strengthening corporate governance by promoting 

transparency, accountability, and protection of stakeholder interests. The Companies Act, 2013 and SEBI regulations 

significantly enhanced the legal framework governing independent directors through provisions relating to board 

independence, audit committees, disclosures, and director responsibilities27. However, corporate scandals such as 

Satyam and Kingfisher Airlines exposed serious weaknesses in the practical functioning of independent directors and 

board oversight mechanisms. 

The research further finds that the independence of independent directors often remains theoretical due to promoter 

dominance, weak appointment procedures, lack of access to reliable information, and fear of legal liability. In many 

companies, independent directors are unable to effectively challenge management decisions or prevent corporate 

misconduct. Additionally, inadequate training and excessive multiple directorships reduce their efficiency and active 

participation in board functions. 

Suggestions for Strengthening Independent Directors 

➢ Transparent Appointment Process: A transparent and independent appointment mechanism should be 

established to reduce promoter influence over the selection of independent directors. The appointment process must 

ensure merit-based selection, professional competence, and genuine independence to improve board effectiveness28. 

 
Interview Evidence” National Law School of India Review 35–66 (2010). 
24 AIR 2013 SUPREME COURT 3191 

 
25 Akshita Arora, “Do independent directors enhance better corporate governance in companies in India,” 27 Public 

Administration and Policy 154–66 (2024). 
26 Amit K Kashyap and Karan Parihar, “Need of the stewardship code: A relook on Kotak Committee’s report,” 11 International 

Journal of Management (IJM) (2020). 
27 CS S. Dhanapal, “Independent Directors under Companies Act 2013” Tax Guru Team, 2013available at: 

https://taxguru.in/company-law/independent-directors-companies-act-2013.html. 
28 Shruti Khetan and Varsha Maria Koshy, “Appointment of independent directors in India: A critique,” 43 Business Law Review 

(2022). 

https://ijsrem.com/


         
           International Journal of Scientific Research in Engineering and Management (IJSREM) 

                          Volume: 10 Issue: 05 | May - 2026                               SJIF Rating: 8.659                                        ISSN: 2582-3930                                                                                                                                               

 

© 2026, IJSREM      | https://ijsrem.com                                 DOI: 10.55041/IJSREM63585                                         |        Page 8 
 

➢ Training and Skill Development: Regular orientation and professional training programmes should be 

introduced to enhance directors’ knowledge regarding corporate governance, financial management, compliance 

obligations, and risk assessment. 

➢ Stronger SEBI Supervision: SEBI should strengthen monitoring and enforcement mechanisms to ensure strict 

compliance with corporate governance norms. 

➢ Limiting Multiple Directorships: Independent directors should not hold excessive board positions 

simultaneously, as multiple directorships affect their efficiency and ability to devote adequate time to corporate 

oversight. 

➢ Independent directors should receive reasonable legal protection for actions performed in good faith. 

➢ Improved Disclosure and Information Mechanisms: Companies must provide independent directors with timely, 

accurate, and complete information to enable effective decision-making. 

Conclusion 

Independent directors have emerged as a crucial component of effective corporate governance by promoting 

transparency, accountability, and ethical corporate management. Their role in protecting shareholder interests, 

monitoring managerial decisions, and preventing corporate misconduct has gained significant importance in modern 

corporate structures. The Companies Act, 2013, along with SEBI regulations, strengthened the legal framework 

governing independent directors through provisions relating to board independence, audit committees, disclosures, and 

director responsibilities. However, despite these reforms, several practical challenges continue to affect their 

effectiveness. Promoter dominance, lack of genuine independence, fear of legal liability, inadequate access to 

information, and weak appointment procedures often restrict independent directors from performing their duties 

efficiently. Corporate scandals such as Satyam and Kingfisher Airlines exposed serious weaknesses in board oversight 

and governance mechanisms. Therefore, stronger implementation of corporate governance laws, transparent 

appointment mechanisms, enhanced training, and greater autonomy for independent directors are necessary to ensure 

effective governance and sustainable corporate growth in India. 

********* 
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