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Good Governance —Fundamental to Improving 
Transparency and Accountability

Businesses, quintessential for growth and economic 
development, function in different forms, shapes, 

and sizes, many times acquire corporate form of 
structure. With the potential of the Indian economy 
and the vast pool of available entrepreneurial interest 
the number of registered companies in the country 
continue to rise. Undeterred by the challenges 
posed by the pandemic, the number of companies 
registered under the Companies Act, 2013 have risen 
by 16,641 in the month of September, 2020 making 
12,63,824 active companies. Companies with limited 
liability and perpetual existence make available vast 
resources to the businesses. In companies ownership 
and the management of business are separated 
out with shareholders, who provide capital, are 
different set from the people who actually manage 
the organisation. While board of directors, elected 
representatives of the shareholders oversee the 
management, senior executives are responsible for 
the day-to-day operations. As the ownership and the 
management is disassociated, there is a natural need 
for sound governance systems. The significance of the 
governance also increase manifold as business, as a 
part of society, must function for overall good of the 
society.

Corporate Governance in India has evolved over a 
long period of time. Bringing new dimensions, the 
Companies Act, 2013, brought several new provisions 
relating to independent directors, women directors, 
corporate social responsibility, mandatory compliance 
of secretarial standards, mandatory compliance of 
standards of accounting and like. The Companies 
Act, 2013 has undergone many amendments to suit 
the changing requirements. The system of corporate 
governance is aptly complemented by Securities and 
Exchange Board of India (SEBI). SEBI in the year 2015, 
issued the Securities and Exchange Board of India 
(Listing Obligations and Disclosure Requirements) 
Regulations, 2015, with the objective of streamlining 
and consolidating the provisions of various listing 
agreements in operation for different segments of 
the capital markets, such as equity shares, preference 
shares, debt instruments, units of mutual funds, Indian 
depository receipts, securitised debt instruments and 
other specified securities. The regulations are divided 
into two parts - the substantive provisions and the 
procedural requirements. At the same time, good 
governance has much wider ramifications and is not 

exclusive domain for companies and listed entities. 
Today good governance is fundamental to improving 
transparency and accountability in other forms of 
business entities as well. This is important as good 
governance is not exclusive domain of corporate 
sector.

Incidentally, the stringent laws and regulations that 
are in place are not able to eliminate a few instances 
where management of the corporates have not acted 
in responsible manner and indulged in activities 
that are detrimental to owners, other stakeholders 
and the society. Chartered Accountants with their 
incisive skills can play a leading role in bringing 
good governance. While total elimination of such 
instances can be a utopian dream, their frequency and 
magnitude can certainly be reduced. In the evolving 
environment, Chartered Accountants need to master 
new competencies that will ensure their continued 
success. The knowledge and skills gained through 
the process of education and training and improved 
by a system of continuing professional education is 
fundamental to the profession and need to be used in 
conjunction with the time established virtues. Ethical 
conduct, keen observant, open-minded, versatile, 
diplomatic, quick decision maker, sensitive, team 
man are some of the virtues that set apart successful 
professionals. The accounting profession is dependent 
on the independence, integrity and excellence of its 
members and their consistent adherence to such 
sound virtues. In the matters related to corporate 
governance, professional accountants can acquire 
new roles that are key to effective functioning of 
the organisations. From critical jobs in the areas of 
financial reporting, internal control and finance to 
the overall in charge as Chief Executive Officers, 
professional accountants are well equipped to 
identify and improve practices being followed in the 
organisations and bring good governance. Chartered 
Accountants possess right skill sets that can help 
them to broaden their perspective and create value 
for the shareholders, other stakeholders and the 
society.  They can leverage their capabilities in the 
areas of financial and non-financial information to 
help organisations in value creation and amalgamate 
environmental, social and governance factors in the 
business activities and its various reports.


