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Abstract:

The liberalization of India's economy in 1991 marked a transformative era for corporate law and
governance, aligning the private sector with global best practices. The enactment of the
Companies Act, 2013, introduced key reforms, including independent directors, Corporate
Social Responsibility (CSR), and enhanced shareholder rights, ensuring greater transparency
and accountability. Regulatory bodies such as SEBI (Securities and Exchange Board of India)
played a pivotal role in enforcing compliance, curbing insider trading, and safeguarding investor
interests. Additionally, the Insolvency and Bankruptcy Code (IBC), 2016, provided a structured
resolution mechanism, improving corporate insolvency management. The Competition Act,
2002, further strengthened market fairness by restricting monopolistic practices.

Despite these advancements, challenges persist in regulatory enforcement, compliance burdens,
and addressing corporate ethical concerns. The dominance of family-owned businesses, judicial
delays, and the evolving corporate governance landscape require continuous policy refinements.
Furthermore, the integration of digital governance, ESG (Environmental, Social, and
Governance) standards, and fintech regulations is crucial for fostering long-term investor
confidence and sustainable economic growth.

This research critically examines the evolution of corporate law post-globalization, its impact on
private sector governance, and the effectiveness of regulatory frameworks in promoting ethical
business conduct. It underscores the significance of corporate law as a “watchdog” for investor
protection while highlighting areas requiring further reforms. Addressing these gaps will be
instrumental in ensuring robust corporate governance and reinforcing India's position in the global
business landscape.
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Importance of the Study

This research explores the growing significance of corporate law in modern society, particularly
its impact on the Indian private corporate sector since the economic liberalization of 1991. It
examines fundamental legal issues that shape corporate operations, governance, and
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accountability. By analyzing the powers, duties, and responsibilities of corporate entities, the
study also highlights the consequences of failing to adhere to legal standards.
The findings of this research will serve as a valuable resource for professionals engaged in
corporate management, public investment, and asset governance. It will enhance their
understanding of corporate law and its role in shaping business strategies, managing long-term
assets, and facilitating disinvestment of shares. A key aspect of the study is its focus on areas
most influenced by corporate law, such as shareholder wealth maximization, which ensures the
protection and growth of investor interests.
Additionally, the research delves into the regulatory framework governing recruitment policies,
employee compensation, salaries, and benefits within the private corporate sector. It also
examines the role of corporate law in managing labor disputes, including strikes and lockouts,
which often disrupt business productivity. By analyzing the legal mechanisms available for
conflict resolution, this study provides insights into how corporate law helps mitigate disruptions
and fosters smooth business operations.
Ultimately, this research aims to assess the broader impact of corporate law on the functioning,
regulation, and conflict resolution mechanisms within the Indian private corporate sector,
contributing to more efficient governance and business sustainability.
Objective of the Study
This research is undertaken with the following objectives:

1. To develop a clear understanding of corporate law, which is essential for analyzing its

impact on the governance of the Indian private corporate sector.

2. To examine the various amendments and reforms introduced in corporate law over time.

3. To explore the factors that led to the liberalization of trade policies, ultimately driving
the globalization of the Indian economy in 1991.

4. To investigate the key causes behind the economic transformation of India in 1991,
leading to significant policy shifts.

5. To critically analyze and evaluate the pre- and post-liberalization impact of corporate
law on the governance of the Indian private corporate sector, assessing its effectiveness
and areas for improvement.

Limitations of the Study.
The Present Research work will be conducted keeping in mind the following Limitations.
1. The Scope of Corporate Law is very vast and it is not possible to cover the vastness of the
subject while keeping in mind the time factor.
2. There is a difference between the policies of the Indian Corporate Law and the Foreign
Corporate Law and the present research work will be conducted based only on the Indian Corporate
Law.
3. Yet Another Limitation Of The Present Research Work Is That It Is Based On The Case Studies
And Judgments of the Supreme Court of India.
4. Companies are bound by their own Memorandum and Article of Associations, Prospectus, etc.
apart from the Corporate Law which also restricts their reliability.
Hypotheses of the Study
The present Research work shall be carried on with the help of the following hypotheses.

1. Null Hypothesis (Ho) - Corporate Law does not have a Direct Influence on the growth of

the Indian Private Corporate sector.
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Alternate (Hi) - Corporate law does have a direct influence on the growth of the Indian
private corporate sector.
2. Null Hypothesis (Ho): -Corporate law does not act as a “Watchdog” of the investors.

Hi: -Corporate law acts as a “Watch-Dog” of the investors.

Review of Literature

Chakrabarti, Megginson, and Yadav (2006)

Chakrabarti, Megginson, and Yadav (2006) examined the evolution of corporate governance in
India and identified significant strengths and challenges. The authors noted that, on paper, India's
legal framework offers one of the strongest systems of investor protection globally. However, the
effectiveness of this framework is undermined by systemic issues such as judicial delays and
corruption. Furthermore, the concentration of ownership and the dominance of family-controlled
business groups characterize the Indian corporate sector. Despite these challenges, the authors
concluded that India's corporate governance standards are on par with other major emerging
economies, such as Brazil, China, and Russia.

Gupta and Parua (2006)

Gupta and Parua (2006) assessed the level of compliance with corporate governance codes among
private sector companies listed on the Bombay Stock Exchange during 2004-2005. Their study
revealed that over 70% of the companies adhered to 80% or more of the mandatory and non-
mandatory governance codes. Specifically, compliance exceeded 80% for 17 out of the 21 codes
examined. While these findings demonstrated significant adherence to the Clause 49 requirements,
the authors cautioned against drawing overly broad conclusions, emphasizing that the results
primarily reflected compliance with financial reporting practices.

Khanna (2009)

Khanna (2009) explored the paradox of increasing foreign institutional investor (FII) interest in
Indian markets despite weak enforcement of corporate governance reforms during their early
implementation. He argued that FIIs were attracted to high returns, which likely outweighed
concerns about insider activity in the nascent stages of the market. However, as the markets
matured, robust enforcement became crucial to maintaining investor confidence. This suggests
that while enforcement is essential for sustained market growth, its immediate implementation
may not be critical during early market development.

Dharmapala and Khanna (2011)

Dharmapala and Khanna (2011) investigated the impact of stringent enforcement measures on
corporate governance in India, focusing on the introduction of Section 23E to the Securities
Contracts (Regulation) Act in 2004. This provision imposed significant penalties for non-
compliance with the Listing Agreement, including Clause 49. Their empirical study, involving
over 4,000 firms from 1998 to 2006, revealed a positive correlation between the reforms and firm
value, with affected firms experiencing over a 10% increase in market value. This highlights the
critical role of enforcement in enhancing corporate governance and boosting market confidence.
Khanna and Palepu (2004)

Khanna and Palepu (2004) analyzed the dynamics of concentrated ownership in India, suggesting
that it often results from market inefficiencies rather than being a root cause of governance issues.
In some cases, concentrated ownership can offer advantages, such as leveraging internal markets
for capital and talent, particularly in sectors like software. They argued that this ownership
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structure could foster innovation and competitiveness in environments where external factor
markets are underdeveloped.
Pratip Kar
Kar explored the interplay between Indian cultural values and corporate governance, highlighting
areas where Anglo-Saxon governance norms clash with local practices. Key challenges include
related-party transactions, promoter influence, and board dynamics. Kar suggested that Western
governance standards need to be adapted to align with Indian cultural sensitivities to ensure their
effectiveness in the Indian context.
Insights and Implications
These studies collectively underscore the significant progress India has made in corporate
governance while highlighting persistent challenges. Tailored solutions are necessary to address
enforcement gaps, dominant shareholder influence, and cultural differences. Adapting global
governance practices to India’s unique context, coupled with effective enforcement, is crucial for
sustaining investor confidence and fostering market growth.
Research Gap: The researcher finds that there are provisions with regards to Corporate Laws
pre and post-globalization but there is very little information with regards to the impact of
Corporate Law on the Governance of the Indian Private Corporate Sector pre and post-
globalization. The impact factor of the Corporate Law on the Private Sectors of India was
missing. Some researchers have worked on what corporate law is and the scenario of corporate
law pre and post-era of Globalization but the impact factor is missing. The era post-1991 was
the era of LPG i.e. Liberalization, Privatization, and Globalization and the impact factor of the
corporate laws was immense on the Indian Private Corporate Sector. Moreover, whether the
Existing Companies Act 1956 was capable enough of meeting the demands of Liberalization,
Privatization, and Globalization or a change in the Companies Act 2013 was required. This was
a question to be discussed which was ignored by most of the researchers of that era. Moreover,
if there was an impact, then the areas or the sectors of the Indian private Corporate Sector that
were affected the most was a question that required an answer which was missing in the
previous research works. The Researcher in the present research work tries to find an answer to
all these questions and tries to fill up the gap of Research pre- and post-era of Globalization.
Research Methodology:

e This study aims to explore the domain of corporate law with a specific focus on analyzing Supreme

Court case laws and judgments.

e The empirical findings are intended to serve as a foundation for future investigations, suggestions,
and conclusions.

Data Sources:
e Primary Sources:

o Data will be collected using tools such as questionnaires, interviews, observations, and
schedules.

e Secondary Sources:

o This will include Information drawn from published journals, articles, books on corporate
law, government-issued reports, and various online platforms.

Population and Sampling:
e Target Population: Company Secretaries, Chartered Accountants, and Financial Executives
working in Private Companies.
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e Sample Size: A total of 100 participants, including 40 Company Secretaries, 40 Chartered
Accountants, and 20 Financial Executives.

e Sampling Methodology: Random Sampling will be employed to select participants.

Data Collection and Analysis:
e Tools for Data Collection: A well-structured questionnaire was utilized to gather information,
which was distributed in person and via email to participants.

e Analytical Approach: Data analysis will be conducted using IBM SPSS (Version 22), employing
the One-Sample t-test method for hypothesis testing.

e [Ethical Safeguards: Responses will be gathered in a manner that ensures they are free from bias,
coercion, or any undue influence.

Nature of Research:
e This exploratory study is designed to chart a course for subsequent research, addressing similar
topics within the scope of corporate law.

Statistical Tools:
e Data variables were coded to facilitate efficient input into statistical software.

e A One-Sample t-test was selected to evaluate the collected data and test the research hypotheses.

The following table deals with the number of respondents and their classifications. The total
sample is 100 out of which 40 are Chartered Accountants, 40 are Company Secretaries and 20 are
Accounts and Finance Executives out of which only 15 responded to the questionnaire reducing
the number of respondents to 95

Statistics of Respondents

Respondents Frequency | Percent Valid Percent Cumulative
Percent
Chartered Accountants | 40 40 40 40
Company Secretary 40 40 40 80
Accounting and
Finance Executive of | 15 20 20 100
Corporate
Total 95 100 100 100
Case Processing Summary
Cases
Valid Missing Total
N Percent | N Percent | N Percent

Importance of corporate law * CA, | 95 100.0% | 0 0% 95 100.0%
CS, Executives
Wrong implementation of corporate | 95 100.0% | 0 0% 95 100.0%
law * CA, CS, Executives
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Proper implementation of corporate | 95 100.0% | 0 0% 95 100.0%
law * CA, CS, Executives

Impact of globalization * CA, CS, |95 100.0% | 0 0% 95 100.0%
Executives

Impact of CSR * CA, CS, Executives | 95 100.0% | 0 0% 95 100.0%
Mandatory implementation of CSR * | 95 100.0% | 0 0% 95 100.0%
CA, CS, Executives

Following CSR * CA, CS, Executives | 95 100.0% | 0 0% 95 100.0%

Importance of corporate law * CA, CS, | 95 100.0% | 0 0% 95 100.0%
Executives

Reason for changed attitude to CSR 2 | 95 100.0% | 0 0% 95 100.0%
* CA, CS, Executives

Reason for changed attitude to CSR 3 | 95 100.0% | 0 0% 95 100.0%
* CA, CS, Executives

Reason for changed attitude to CSR 4 | 95 100.0% | 0 0% 95 100.0%
* CA, CS, Executives

Reason for changed attitude to CSR 5 | 95 100.0% | 0 0% 95 100.0%
* CA, CS, Executives

Reason for changed attitude to CSR 6 | 95 100.0% | 0 0% 95 100.0%
* CA, CS, Executives

Reason for changed attitude to CSR 7 | 95 100.0% | 0 0% 95 100.0%
* CA, CS, Executives

Reason for changed attitude to CSR 8 | 95 100.0% | 0 0% 95 100.0%
* CA, CS, Executives

Reasons behind liberalization and | 95 100.0% | 0 0% 95 100.0%
globalization * CA, CS, Executives

Change required in Companies Act | 95 100.0% | 0 0% 95 100.0%
1956 * CA, CS, Executives

The reason behind the change in | 95 100.0% | 0 0% 95 100.0%

companies act * CA, CS, Executives

Org. have codes and corporate gov. | 95 100.0% | 0 .0% 95 100.0%
standards * CA, CS, Executives

Org. have CSR policies * CA, CS, | 95 100.0% | 0 0% 95 100.0%
Executives

Performing duty of a watchdog * CA, | 95 100.0% | 0 0% 95 100.0%
CS, Executives

Impact of corporate law on the growth | 95 100.0% | 0 0% 95 100.0%
of the corporate sector * CA, CS,
Executives

Impact of corporate law on | 95 100.0% | 0 0% 95 100.0%
management of investment * CA, CS,
Executives

Impact of corporate law on |95 100.0% | 0 0% 95 100.0%
management of long-term assets * CA,
CS, Executives
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Struggling to develop successful | 95 100.0% | 0 0% 95 100.0%
strategies * CA, CS, Executives
Portfolio analysis, political and other | 95 100.0% | 0 0% 95 100.0%
risk assessment leads to better
management of investment * CA, CS,
Executives

Globalization led to an increase in the | 95 100.0% | 0 0% 95 100.0%
number of mergers and amalgamation
* CA, CS, Executives

Corporate law made the functioning of | 95 100.0% | 0 0% 95 100.0%
the private sector easy or complicated
* CA, CS, Executives

The trust of investors and financers | 95 100.0% | O .0% 95 100.0%
improved after 1991 * CA, CS,
Executives

Importance of corporate law * CA, CS, Executives Crosstabulation

This table deals with the importance ofcorporate law for the implementation of good corporate
governance.

CA, CS, Executives
Executiv | Total

CA |CS e
Importance of corporate | Very much | Count 36 34 10 80
law % within CA, | 90.0 | 85.0 | 66.7% 84.2%
CS, Executives | % %
Irrelevant | Count 1 0 1 2

% within CA, | 2.5 .0% 6.7% 2.1%
CS, Executives | %
Count 0 2 2 4

May be % within CA, | .0% |5.0% | 13.3% 4.2%
CS, Executives
Cannot say | Count 3 4 2 9

% within CA, | 7.5 10.0 13.3% 9.5%
CS, Executives | % %

Total Count 40 40 15 95
% within CA, | 100. | 100.0 | 100.0% 100.0
CS, Executives | 0% | % %

The table above shows that 84 % of the respondents combined responded that corporate law is
highly or very important for the implementation of good corporate governance whereas only 2.1%
said that it is irrelevant. Hence the table above clearly highlights the importance of corporate law
for the implementation of good corporate governance

Importance of Corporate Law
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Bar Chart
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The same result is depicted in the above bar chart which clearly shows that 36 out of 40 Chartered
Accountants, 34 out of 40 Company Secretaries, and 10 out of 15 executives point out that
corporate law is very important for implementation of good corporate governance.

Performing duty of a watchdog * CA, CS, Executives Cross tabulation

This table deals with one of the most important questions of the questionnaire as to whether
Corporate Law is performing its duty as a “Watch Dog”

CA, CS, Executives

Executiv | Total

CA | CS e
Performing the duty of a | Highly Count 38 39 12 89
watchdog agree % within CA, | 95.0 | 97.5 | 80.0% 93.7%
CS, Executives | % %
Agree Count 0 0 1 1
% within CA, | .0% |.0% 6.7% 1.1%
CS, Executives
Neutral Count 1 0 2 3
% within CA, |2.5 |.0% 13.3% 3.2%
CS, Executives | %
disagree Count 1 0 0 1
% within CA, | 2.5 |.0% 0% 1.1%
CS, Executives | %
Count 0 1 0 1
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Highly % within CA, |.0% |2.5% |.0% 1.1%
Disagree | CS, Executives
Total Count 40 40 15 95

% within CA, | 100. | 100.0 | 100.0% | 100.0
CS, Executives | 0% | % %

From the above table, it is visible that 97.3 % of the total respondents highly agree that corporate
law acts as a watchdog for investors, whereas 1.1% disagree with it and 3.2% of the total
population remains neutral about it.

Companies Act 2013 is performing the Duty of A watch Dog.

Bar Chart
40+ CA, CS, Executives
HEca
EHcs
[ Executive
3077
R
c
3
o 207
1077
0— T - T — T —
Highly agree Agree Neutral Highly disagree = Disagree

Performing duty of a watch dog

From the above figure, it is visible that 89 of the total respondents highly agree that
corporate law acts as a watchdog for the investors, whereas 1 disagreed with it and 3 of the
total population remained neutral on it.
Testing of Hypothesis Number 1:
Null Hypothesis (Ho). Corporate Law does not have a direct influence on the growth of the
Indian Private Corporate Sector.
Alternate Hypothesis (H1). Corporate Law does have a direct influence on the growth of
Indian Private Corporate Sector.
To test of hypothesis conveniently through Statistical software, the researcher has
reclassified the hypothesis in the following way;

Ho-=2

H1 < 2
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Ho Corporate Law does not have a direct influence on the growth of the Indian Private
Corporate Sector and (H1). Corporate Law does have a direct influence on the growth of the

Indian Private Corporate Sector.

The researcher has used the One Sample “t” Test and the test is one tail. 2 stands for “No”
Question number 16 of the Questionnaire deals with the above hypothesis. After analyzing

the above questions the researcher has got the following responses,

(Testing of Hypothesis 1)

Respondents
Yes No Cannot Total
Say
Practicing
chartered
accountants 36 2 2 40
Practicing
Company
Secretaries 38 1 1 40
Finance
Executives
of  Private
Companies 13 2 0 15

The result or output of the test is as follows.
One Sample “t” Test

One-Sample Statistics

Std.
N Mean Deviation Std. Error Mean
Impact off 95 1.28 .679 .070
Corporate Law on
Growth Corporate
Sector
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One-Sample Test (Result of Test of Hypothesis 1)
Test Value =2

95% Confidence Interval

Sig. (2-|[Mean of the Difference
T|df |tailed) Difference Lower Upper
Impact of Corporate|10.276 .000 =716 -85 -.58
Law on the growth 94
of the corporate
sector

Based on the data presented in the table, we observe that the result is statistically significant at the
5% level of significance. In statistical testing, if the significance value is greater than 0.05, we fail
to reject the null hypothesis. However, if the significance value is less than 0.05, the null hypothesis
is rejected. In this case, the significance value is less than 0.05, indicating that the null hypothesis
is rejected. This leads to the acceptance of the alternate hypothesis, which suggests that corporate
law has a direct and meaningful impact on the growth and development of the Indian private
corporate sector. Therefore, the findings support the view that corporate law plays a crucial role in
fostering the expansion and success of private companies in India.
Testing of Hypothesis Number 2:
Null Hypothesis (Ho): Proper implementation of law shall not help to earn profit by the Private
Corporate Sector.
Alternate Hypothesis (H1). Proper implementation of law shall help to earn profit by the Private
Corporate Sector.
To test of hypothesis conveniently through Statistical tools, the researcher has reclassified the
hypothesis in the following way.

Ho-=2

Hi<2
Ho Proper implementation of law shall not help to earn profit by the Private Corporate Sector. (H1).
Proper implementation of law shall help to earn profit by the Private Corporate Sector.
The researcher has used the One Sample “t” Test and the test is one tail. 2 stands for “No”.
Question number 16 and Question 3 of the Questionnaire deal with the above hypothesis. After
analyzing the responses to the above questions the researcher has got the following responses;

Respondents Yes No Cannot Total
Say
Practicing chartered
accountants
37 1 2 40
Practicing Company
Secretaries
38 1 1 40
Finance Executives
of Private
Companies
13 2 0 15
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( Result of Testing of Hypothesis 1)
One-Sample Statistics

Std.

N | Mean Deviation |Std. Error Mean

Proper 95 1.21 544 056
implementation
of corporate law

One-Sample Test
Test Value =2

95% Confidence
Interval of the

Sig. !
(2- Mean Difference
T df [tailed) Difference Lower Upper
Proper - 941.000 -.789 -.90 -.68

implementation |14.152
of  corporate
law

From the data presented in the table, it is evident that the result is statistically significant at the 5%
level of significance. In statistical hypothesis testing, if the significance value exceeds 0.05, the
null hypothesis is accepted. However, if the significance value is less than 0.05, the null hypothesis
is rejected. In this case, the level of significance is found to be less than 0.05, which leads to the
rejection of the null hypothesis. As a result, the alternate hypothesis is accepted, supporting the
notion that the implementation of corporate law plays a vital role in enhancing the profitability of
businesses. This conclusion underscores the importance of corporate law in contributing to the
financial success and stability of organizations.
Testing of Hypothesis Number 2:
Ho: Corporate Law does not work as a “Watchdog “of the investors.
H;i. Corporate Law does work as a “Watch - Dog “of the investors
For testing of above hypothesis through statistical software conveniently researcher has
reclassified the above hypothesis in the following manner.

Ho-3

H1 > 3
Ho Corporate Law does not work as a “  Watch — Dog “of the investors and (H1). Corporate Law
does work as a “Watch - Dog “ of the investors. The researcher has used the One Sample “t” Test
and the test is one tail. 3 stands for “Neutral Response” and H; stands for Greater than 3. Question
number 16 of the Questionnaire deals with the above hypothesis. When Ho is rejected Hi > 3 will
be accepted.
At the time of coding the Researcher has classified the responses as follows

a. Highly Disagree

b. Disagree
c. Neutral
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d. Agree

e. Highly Agree

After analyzing the above questions the researcher has got the following responses.

Question number 15 of the questionnaire deals with the above hypothesis Following was the kind

of response that the researcher got from the respondents.

Responde
nts

Strongly
Agree

Agree

Neutral

Disagree

Highly
Disagree

Practicing
chartered
accountant
S

35

Practicing
Company
Secretaries

36

Finance
Executives
of Private
Companie
S

13

Based on the above information whereby 35 practicing Chartered Accountants and 36 Company
Secretaries highly agree to the above question and only 1 case of highly disagreeing to this the
following results can be derived. The test conducted on SPSS software shows the impact as to
whether corporate law is acting as a “watchdog “or not.

One-Sample Statistics

Std.
N[ Mean |Deviation Std. Error Mean
Performing the 95 1.15 618 .063
duty of a
watchdog
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One-Sample Test (Result)

Test Value =3
95% Confidence
Sig. Interval  of  the
(2- Mean Difference
T df tailed) Difference Lower Upper
Performing - .000 -1.853 -1.98 -1.73
the duty of] 29.204194
a watchdog

From the table above, it is clear that the result is statistically significant at the 5% level of
significance. In hypothesis testing, if the significance value is greater than 0.05, the null hypothesis
is accepted. However, if the significance value is less than 0.05, the null hypothesis is rejected.
Since the level of significance is below 0.05 in this case, the null hypothesis is rejected. This
confirms the acceptance of the alternate hypothesis, which indicates that corporate law serves as
an effective safeguard for investors, ensuring their interests are protected.
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