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1. Introduction 

Corporate Governance may be defined as the process and rules under which a Company is 

managed on behalf of shareholders and stakeholders. It provides a structure that ensures the 

benefit of all the people associated with the Company.  

The purpose of Corporate Governance is to ensure accountability and transparency in the 

growing corporate sector. The OECD principles are building blocks for such sound governance 

mechanism. It may be noted that India is compliant with the OECD Corporate Governance 

policies.  

Disclosures are regarded as fundamental to the concept of “transparency”. Information should be 

disseminated on time. Disclosures aim at being a powerful tool for protecting investors and 

maintaining high confidence amongst the stakeholders.An efficient Corporate Governance 

system ensures that effective risk management system is in place. The Board becomes aware of 

the various risks involved in strategies, thereby proper controls are adopted before hand itself to 

monitor the said issues.  

Our ancient texts are storehouses of wisdom. The philosophy enshrined in them is universally 

applicable. More so, the knowledge of our ancient ethos is particularly useful to managers of 

today. The broad intent of the Companies Act, 2013 is to strengthen corporate governance in 

India through the introduction of provisions which would facilitate transparency and 

accountability. Our Vedas stress on total transparency, truthfulness and righteousness which 

constitute the key elements of Corporate Governance.  

2. Indian Culture 

Our Indian culture has adopted a two-tier structure of values known as PURUSHARTHAS. The 

lower tier consists of DHARMA, ARTHA and KAMA while the higher tier focuses on 

MOKSHA or salvation – the ultimate goal.  

However, it is also advocated that a man is entitled to have only as much as is necessary for 

one’s own living. Anyone who accumulates wealth in excess of his leg/genuine needs is a thief.  
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Likewise, companies should follow morality (Dharma), put resources to optimum use (ARTHA) 

which in turn will create more resources and have the urge or motivation or desire to earn more 

and more profits. However, the highest value should be social good (MOKSHA). Service ethos 

has been described in our epics and texts. In the Bhagawad Gita, there is a reference to social 

service and welfare of all. The term ‘Loksangrah’ is used.  

According to Tulsidas, there is no religion better than service to others. Wealth creation is 

important, but it is equally important to spend the wealth on socially useful projects.  These days, 

Corporate Social Responsibility (CSR) has become the buzzword. The focus of CSR is ‘giving 

back to the society’ and using the resources on those projects which are beneficial to the society.  

VASUDHAIVAKUTUMBAKAM is a Sanskrit phrase found the Maha Upanishad, which means 

"the world is one family". Believing in this doctrine, each company is expected to do their share 

in community building projects.  

Ramayana:  

Rama Rajya has been established as a model of good governance. Lord Rama is regarded as an 

ideal leader. He is an epitome of truthfulness – the golden lesson of Truth always triumphs or 

SatyamevaJayate taken from the MUNDAKA UPANISHADis enshrined in the life journey of 

Rama. This epic shows the example of a King for whom duty comes before his personal comfort. 

He sent Sita Maa away from the palace to satisfy his subjects who doubted the chastity of Sita. 

Lord Rama set an example to show our managers or decision makers in the field of management 

that everyone is answerable to the stake holders. It may be the CEO or the clerk in the lowest 

rung – in order to ensure transparency, we should at all times protect the interest of our 

stakeholders.  

During Ramayana, subjects were the stakeholders while in the modern day, shareholders, 

vendors, general public are the stakeholders. The goodwill of an organization is built on the trust 

the stakeholders have. It becomes important for modern day managers to perform their tasks with 

transparency thereby upholding their faith.  

The Ayodhya Kanda contains comprehensive lessons on good governance. When Bharata, the 

younger brother of Rama, goes to meet the latter in the forest to request him to return to 

Ayodhya and rule, the two brothers enter into a long and instructive dialogue. 

Rama counsels Bharata on governance. From quality of ministers and the importance of strategy 

sessions, to temperance in administration to justice, Rama expounds on all the subtleties of 
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statecraft. Apparently, Rama seems to be inquiring of Bharata his well-being, whether all is well 

at Ayodhya - in fact, however, in the process, the lessons on effective governance are offered in a 

powerful manner. 

A critical factor in good governance is the quality of ministers. Rama asks Bharata whether he 

has appointed courageous, knowledgeable, strong-willed men with a high emotional quotient as 

his ministers, because quality advice is the key to effective governance. The emphasis is on 

competence and confidentiality. Rama's advice to Bharata is to take a decision on a complex 

issue neither unilaterally nor in consultation with too many people. 

Bhagavad Gita: 

The philosophy of Bhagavad-Gita has remained and will remain as a guide for developing 

managerial effectiveness, not only in this 21st century but also for many more centuries to come. 

Bhagavad-Gita is the summary of all Vedic philosophies and its teachings can be effectively 

applied to address any problem related to individual or organization. It may not be wrong to say 

GITA can be expanded to mean Grand Integration Of Thoughts and Action. 

SWADHARMA, an essential ideal of Gita refers to performance of one’s duty. Each one has to 

do his duty, no matter what his circumstances are. At the same time, he should not expect results 

or fruits from performing his duty. This is indicated by Karma yoga which represents the essence 

of Gita through the concept of Niskam Karma. This concept emphasizes on action without 

expecting the fruits of action.  

Karma Yoga states that we only have the right to work but not on the consequences or fruits of 

our action. We shouldn’t work for results but rather work for a purpose or ideal. When we work 

for a vision, we will always strive to reach it, no matter what the hardships are. This principle 

should be adopted by start-ups. We cannot expect results immediately on starting an enterprise. It 

takes time to build and nurture it. So, new age entrepreneurs should work towards a vision taking 

cue from the verses below: 

“KarmanyevadhikarasTe Ma phalesukadachana Ma karma 

phalheturbhurMa.Tesango’stvakarmani" 

 The English translation goes on to state “to work only you have the right and you have no right 

to the fruits of work” – this was the message given to Arjuna by Lord Krishna.  

Vedic literature can be expressed via-Dharma-Socialism, Artha-Capitalism, Moksha-Spiritualism 

(Love, Compassion and devotion). 
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The Vedic concept of the universe is founded on two pillars, truth and order which are 

represented by Satya and Rita.  

Fairness or Impartiality – Samdarshita is an important element of governance which 

encompasses equality towards all. It is a part of our ancient texts. SAMA SHATRO CHA 

MITRE CHO has been mentioned in the Bhagawad Gita which advocates impartiality.  

Dharma, which sustains the society and maintains social order should serve as the moral 

foundation for Governance. When thought, speech and action are in tandem with one another, 

Dharma will surely prevail. TasmatYatpurushoManasabhiGacchati. 

3. Mahabharata: Principles of Governance 

Shanti Parva, part of Mahabharata recites the duties of the ruler, Dharma and aspects of good 

governance, as counseled by the dying Bhisma to Yudhistara and various Rishis. This Parva 

contains over a 100 Chapters on the duties of a King and rules of proper governance.  

A prosperous kingdom must be guided by truth and justice. The duty of a ruler 

and his cabinet is to enable people to be happy, pursue truth and act sincerely.  

The proper function of a ruler is to rule according to dharma; he should lead and not use his 

power to enjoy the luxuries of life. Shanti parva asserts rulers have a dharma(duty, 

responsibility) to help the upliftment of all living beings. The best law, claims Shantiparva, is 

one that enhances the welfare of all living beings, without injuring any specificgroup. 

Shri Krishna preaches to Arjuna that the process of decision making has to be transparent. It has 

to be accessible to citizens/public. In this way, the subjects will have faith in the system. In the 

same way, the Board has to keep the shareholders in the know-how of things going on in the 

Company. Let us discuss the principles of Governance as enshrined in the Mahabharata.  

Principles of Governance 

a. Delegation of Work: 

Ved Vyasa asked Lord Ganesha to pen down the Mahabharata as he wrote. He chose Ganesha 

for the job because Ganesha was quick in writing. Choose the right person for the job or in other 

words delegation should be done in such a way that the best person is chosen for the job.  

Delegation is an important principle of management.  

b. Utilise Time Effectively: 

When the Pandavas were in exile, they did not cry or regret. They utilized the time to acquire 

new skills and strengths. Bhima went to Lord Hanuman to get enhanced strength. Similarly, 
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Arjuna went to get new weapons or DivyaAstras. Yudhistaraperfected the game of dice in this 

period.  

So, we should always remember to make the most of our time. We end up regretting our past 

decisions. What managers can learn from Mahabharata is to effectively use the time they have at 

their disposal.  

c. Selecting the Right Man 

Both Duryodhanna and Arjuna came to Lord Krishna for help. Arjuna chose Lord Krishna’s 

expertise while Duryodhana chose Krishna’s army. It was Lord Krishna’s wisdom and 

motivating words that helped Pandavas win the war.  

d. Individual interest Sacrificed for Organisational Goals 

We see that Pandavas worked towards a common goal; each individual is a part of the team and 

individual interests have to be sacrificed for team interests. They did not have separate goals. 

And hence, though they were only five, they could take on the mighty Kauravas.  

e. Espirit De Corpse – Teamwork 

In modern day, we see each task being designated to teams so that work can be performed 

efficiently. We can see instance of this in our Mahabharata where the Pandavas worked as a team 

ably guided by Shri Krishna. Each of the Pandavas were well-versed in a particular field. Arjuna 

was an expert in archery, Bhima in strength, Yudhistara in wisdom. All of them worked together 

and overcame almost 100 opponents.  

f. Women Empowerment 

When we look at Mahabharata, Pandavas respected their woman and made them an integral part 

of decision-making, we find that Pandavas gave a lot of importance to their womenfolk, be it 

their mother Kunti or Draupadi or Subadhra – who was Arjuna’s wife. So, empowering women 

has been a part of our ancient ethos. 

It has been mandated that there should be at least one woman director on the Board in all listed 

Companies. This clause has been inserted to ensure women have a say in decision-making. 

Women play an active role in the Company management. It is a part of Corporate Governance. 

Today, we have the requirement of at least one independent woman director on the Board. It is in 

a bid to empower women and make them participate in the economic growth. Administration 

was carried out on the basis of consultation and collective decisions and such decisions were 
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implemented by centralized bureaucracy.Maurya period was hailed as the period of good 

governance. It was because of the presence of Chanakya in the King’s court.  

4. Maurya Period 

Kautilya 

Kautilya or Chanakya was a manager in the Maurya rule. His ‘Arthasasthra’ – a book on public 

administration is popular all over the world and contains principles of good governance which 

we can follow even today.  

According to Kautilya, the essence of leadership lies in the acceptance of leader by the subjects. 

There are two pillars of governance – Nyaya and Dharma i.e Justice and Ethics respectively. 

Hence, any leader in order to be loved and respected by the people,must follow the tenets of 

Justice and Ethics. His decisions have to be bound by law and his conduct has to be moral. 

In Arthasasthra, he states that there exists a strong correlation between good governance and 

economic prosperity of a nation. He says that King is a servant of the State. He should not 

harbour personal likes and dislikes. In order to ensure a good system of governance, there must 

be a properly guided public administration, 

He summarised the duties of a King as follows: 

a. Raksha (safeguarding wealth) 

b. Vriddhi (Maximise/ Enhancement) 

c. Palana (Protection) 

d. Yogakshema 

By applying these tenets to a corporate scenario, we will be able to understand that a Company 

has to protect the interests of its stakeholders at all times. Not only should the management 

protect a shareholder’s wealth, it should take steps to enhance the wealth.Arthasasthra stresses on 

the welfare of people. Welfare state is one where the State plays a key role in the protection and 

promotion of the economic and social well-being of its subjects. It is based on principles of equal 

opportunity and equitable distribution of wealth. The main objective of a King/State is to secure 

the welfare of the people. When we look at corporate houses, the main objective of a Company is 

no doubt profit but those profits have the distributed to the shareholders who are the real owners 

of the Company. 
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In Arthasashtra, emphasis was also laid on maintaining the environment. When we look at 

Corporate Social Responsibility today, we see that protection of environment is an important 

element. This concept was explained by Kautilya long ago itself.   

Very often, we see that in organisations, there is a lack of succession planning. Of late, every 

company is laying stress on succession planning. In fact, Kautilya states that Yuvraj (prince) 

should be trained in political science and economic administration. This is a lesson in succession 

planning. ‘Going concern’ concept is enshrined in this philosophy. Every organisation is started 

with the hope that it continues till eternity. There has to be a concrete plan on how the business 

has to be taken forward. In the olden days, the prince was expected to take after the King. These 

days, the next-in line to the CEO and the Board have to be trained on the intricacies of Company 

management which would tide them in the wake of any crisis.  

Kautilya also states that: ‘YO YASMIN KARMANI KUSHALASH SA TASMIN EVA 

YOKTAVYAH’ 

A person should be engaged in that job which he is capable of doing efficiently. Every person 

cannot do everything, but each person is capable of doing something. The leader will have to 

assess the capabilities of the employees and assign jobs to them accordingly. Hence, leader 

should be capable of assessing his subordinates’ skills and assign them work accordingly.  
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