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Abstract

Power tends to corrupt, and absolute power corrupts absolutely.
Corporations are often imagined as democratic spaces where shareholders collectively shape
the direction of the company through voting rights, board participation, and transparent
governance mechanisms. This ideal of corporate democracy suggests a balanced structure in
which power is distributed, and accountability is maintained through institutional safeguards.
However, the lived reality of corporate functioning frequently reveals a more complex and
unequal distribution of authority. In many corporations, especially those dominated by
promoters or controlling shareholders, decision-making power becomes concentrated in the
hands of a few individuals who are able to influence outcomes with minimal opposition. What
appears outwardly as a democratic structure may, in practice, operate as a system where
authority flows from the top, leaving minority shareholders with limited real influence. This
subtle shift transforms the corporation into a space that resembles a form of corporate

monarchy rather than a participatory institution.

These hidden dynamics often operate beneath formal governance frameworks through
informal alliances, strategic silence within boardrooms, and control over key decision-
making processes. While the law attempts to address such imbalances through remedies for

oppression and mismanagement under the Companies Act, 2013, questions remain about the
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effectiveness of these mechanisms in practice. landscape of Indian labor law, the paper's
concluding section offers recommendations for aligning statutory and non-statutory bonus

practices.

Keywords: Corporate Democracy, Corporate Governance, Corporate Monarchy, Minority

Shareholder Protection, Oppression and Mismanagement

A. INTRODUCTION: -

The concept of corporate democracy forms the foundation of modern company law. It reflects
the idea that shareholders, as owners of the company, should have the ability to influence
corporate decisions through voting rights and participation in governance processes.
Corporate governance mechanisms such as general meetings, board oversight, and disclosure
requirements are designed to ensure that corporate power remains accountable and

transparent.

However, the functioning of many corporations presents a different reality. In practice, power
is often concentrated in the hands of promoters or majority shareholders who exercise
significant control over corporate decisions. This concentration of authority limits the ability
of minority shareholders to participate meaningfully in governance and may lead to situations
where decisions are effectively predetermined. Such a structure raises concerns regarding the
transformation of corporate democracy into a form of corporate monarchy. To address these

imbalances, legal provisions under the Companies Act, 2013 allow shareholders to seek

remedies before the National Company Law Tribunal in cases of oppression and

mismanagement.

This assignment provided us with an excellent opportunity to conduct extensive research and
enhance our understanding of the subject. The entire process of conceptualising, researching,

and completing this project has been both enriching and rewarding.

Finally, we extend our heartfelt thanks to everyone who contributed, directly or indirectly, to

the completion of this work.

B. RESEARCH QUESTIONS: -

1. Whether corporate governance mechanisms effectively ensure corporate democracy

within modern corporations?

2. Whether concentration of power in the hands of promoters and majority shareholders
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leads to oppression and mismanagement of minority shareholders?

3. Whether the remedies provided under the Companies Act, 2013 are adequate and

effective in protecting minority shareholders?

4. Whether informal power structures within corporate boardrooms undermine the

theoretical concept of corporate democracy?

C. RESEARCH OBJECTIVE: -

1. To examine the concept of corporate democracy and its theoretical foundations in

corporate law.

2. To analyse the concentration of power within corporate structures and its transformation

into a form of corporate monarchy.

3. To explore the hidden power dynamics, including informal control and boardroom

practices, that contribute to oppression and mismanagement.

4. To evaluate the effectiveness of legal provisions under the Companies Act, 2013 in

protecting minority shareholders.

5. To suggest measures for strengthening corporate governance mechanisms to ensure

transparency, accountability, and balanced distribution of power.

D. STATEMENT PROBLEM: -

Corporate law is built on the assumption that companies function as democratic institutions
where decision-making power is distributed among shareholders through structured corporate
governance mechanisms. However, in practice, many corporations exhibit a concentration of
power in the hands of promoters, majority shareholders, or dominant directors, resulting in a
governance structure that resembles a “corporate monarchy” rather than true corporate
democracy. This imbalance often leads to the marginalisation of minority shareholders and
creates conditions for oppression and mismanagement, despite the existence of formal legal
safeguards. Although remedies are provided under the Companies Act, 2013, their
effectiveness in addressing these hidden power dynamics remains questionable. The core
problem, therefore, lies in the gap between the theoretical framework of corporate democracy
and the practical reality of concentrated corporate power, raising concerns about whether

current corporate governance mechanisms are sufficient to ensure fairness, accountability,
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and protection of minority interests.

E. RESEARCH METHODOLOGY: -

Doctrinal research has been undertaken to develop a clearer and more in-depth understanding
of the concept of corporate democracy and its transformation into corporate monarchy within
modern corporate structures. The study primarily focuses on analysing qualitative information
derived from a variety of authoritative sources, including statutory provisions judicial

decisions, academic texts, research papers, legal journals, and relevant online resources.

To support the research, reliable online legal databases such as JSTOR, HeinOnline, and SCC
Online were consulted to gather comprehensive and authentic materials. The inclusion of
viewpoints and interpretations of various legal scholars and corporate governance experts has
contributed to a broader and more nuanced perspective on the subject. This methodical
approach has enabled a detailed examination of both the theoretical framework and practical
realities of corporate governance, while also identifying key challenges and limitations within
the existing legal structure. By employing doctrinal research, the study aims to enhance the
reader’s understanding of the complexities involved and to arrive at well-reasoned
conclusions and recommendations. Therefore, doctrinal research proves to be the most

appropriate method for analysing this topic.

F. LITERATURE REVIEW: -

The evolution of corporate governance theory is deeply rooted in the foundational work of
Adolf A. Berle and Gardiner C. Means, whose seminal study The Modern Corporation and
Private Property highlighted the structural separation between ownership and control in
modern corporations. Their analysis revealed that while shareholders formally own the
company, actual decision-making power often lies with those who control corporate
management, thereby creating the possibility of managerial dominance and reduced

shareholder influence.

Building upon this framework, Lucian A. Bebchuk advanced the argument that stronger
shareholder rights and enhanced governance mechanisms are essential to restrain the
concentration of power and ensure accountability. Similarly, Paul L. Davies and L.C.B.
Gower examined the legal principles governing corporate control and minority shareholder
protection, emphasising the role of law in correcting imbalances within corporate structures.
However, despite their significant contributions, these scholarly perspectives largely remain

confined to formal governance frameworks, focusing on statutory rights, board composition,
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and institutional safeguards. They insufficiently address the informal and often invisible
power dynamics operating within corporate boardrooms, where promoters, dominant

shareholders, and aligned directors may influence outcomes beyond formal processes.

This research, therefore, departs from traditional scholarship by critically examining the gap
between legal theory and corporate reality, arguing that corporate democracy often exists as a
normative ideal, while actual governance practices may reflect a concentration of power akin

to corporate monarchy.

1. Corporate Democracy vs Corporate Monarchy

Corporate law is built on the foundational idea of corporate democracy, where shareholders
collectively participate in decision-making through voting rights, general meetings, and
representation on the board. This concept promotes transparency, accountability, and equal
participation, ensuring that corporate decisions reflect the collective will of all stakeholders.
However, the practical functioning of corporations often deviates from this ideal, giving rise
to what can be described as a corporate monarchy, in which power is concentrated in the

hands of a few dominant individuals, such as promoters or majority shareholders.
1.1 Theoretical Framework of Corporate Democracy

Corporate democracy is based on the principle that shareholders are the ultimate owners of
the company and therefore have the right to influence its management. Mechanisms such as
voting rights, shareholder meetings, and board elections are designed to ensure that decision-
making remains participatory and inclusive. In theory, this system prevents abuse of power

and promotes fair governance.
1.2 Reality of Power Concentration

In practice, many corporations experience a concentration of power among promoters or
controlling shareholders who hold significant equity and influence. This dominance allows
them to control key decisions, including the appointment of directors, strategic policies, and

financial management, often reducing the role of minority shareholders to a passive one.
1.3 Gap Between Ideal Governance and Practical Control

While governance frameworks exist to ensure accountability, there is often a gap between
formal structures and actual practices. Corporate decisions may appear democratic on paper,
but in reality, they are influenced by internal power dynamics and control mechanisms that

favour dominant stakeholders.

62




YOURLAWARTICLE, VOL. 2, ISSUE 4, APRIL MAY 2026

1.4 Judicial Perspective and Case Law

A significant illustration of this tension can be seen in Tata Consultancy Services Ltd v.
Cyrus Investments Pvt Ltd!, arising from the dispute within Tata Sons. In this case, the
removal of Cyrus Mistry as Chairman highlighted the extent of control exercised by majority
shareholders overboard decisions. The dispute raised important questions about whether
corporate governance mechanisms truly ensure democratic participation or whether they
allow dominant shareholders to exercise overriding control. The courts, while upholding the
legal validity of the board’s actions, acknowledged the complexities involved in balancing
majority power with minority rights. Thus, while corporate democracy remains a guiding
principle of company law, the reality of concentrated power often transforms it into a
corporate monarchy, emphasizing the need for stronger governance mechanisms to bridge the

gap between theory and practice.

2.Concentration of Power and Promoter Dominance

The concentration of power within corporate structures is a defining feature that often
challenges the ideal of balanced governance. While corporate law envisions a system where
authority is distributed among shareholders and managed through accountable boards,
promoters and majority shareholders frequently exercise dominant control over corporate
affairs. This dominance can significantly influence decision-making processes and may lead

to an imbalance between majority and minority interests.
2.1 Concept of Promoter Dominance

Promoter dominance refers to the control exercised by founding members or majority
shareholders who hold substantial equity in the company. Their position allows them to
influence strategic decisions, appoint key managerial personnel, and shape the direction of the
company. While such control may provide stability, it can also limit independent decision-

making within the board.

2.2 Mechanisms of Power Concentration

Power concentration is often maintained through:
e Majority shareholding and voting rights

e Control overboard composition

! Asset Reconstruction Company (India) Ltd v Bishal Jaiswal AIR Online 2021 SC 179
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e Influence on management and key appointments
e Ability to pass resolutions without significant opposition

These mechanisms enable promoters to retain control even when formal governance

structures are in place.
2.3 Impact on Corporate Governance

Excessive concentration of power can weaken corporate governance by reducing transparency
and accountability. Independent directors may become ineffective, and minority shareholders
may have limited influence over important decisions. This imbalance increases the risk of

decisions being made in the interest of a few rather than the company as a whole.
2.4 Judicial Perspective and Case Law

A significant judicial recognition of promoter dominance can be seen in Dale and Carrington
Investment (P) Ltd v. P.K. Prathapan®, where the Supreme Court dealt with the issue of
misuse of majority power. In this case, the majority shareholders issued additional shares to
themselves with the intention of gaining a controlling interest in the company. The Court held
that such an act amounted to oppression, as it was done not in the interest of the company but
to consolidate personal control. The judgment emphasised that corporate powers must be
exercised in good faith and for the benefit of the company as a whole. Thus, while promoter
control is an inherent aspect of many corporate structures, unchecked concentration of power
can distort governance mechanisms and lead to oppression, making it essential to ensure

effective checks and balances within the corporate framework.

3.Hidden Power Dynamics in Boardrooms

Corporate governance is often understood through formal mechanisms such as board
structures, voting procedures, and statutory regulations. However, beyond these visible
frameworks, there exist hidden power dynamics that significantly influence decision-making
within boardrooms. These dynamics operate through informal control, internal alliances, and
interpersonal relationships, often shaping outcomes in ways that are not reflected in official

records.
3.1 Informal Control and Internal Alliances

In many corporations, certain individuals—particularly promoters or influential directors—

2 Zandu Pharmaceutical Works Ltd v Mohd Sharaful Haque (2005) 1 SCC 212 (SC)
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exercise control indirectly by forming alliances within the board. These alliances may
influence key decisions such as strategic planning, financial policies, and managerial
appointments. As a result, decisions may appear collective, while actual control remains

concentrated among a few individuals.
3.2 Boardroom Silence Culture

A critical aspect of hidden power dynamics is the silence culture within boardrooms.
Directors may refrain from questioning or opposing decisions due to fear of losing their
position, maintaining professional relationships, or aligning with dominant management. This
silence prevents meaningful discussion and weakens the system of checks and balances

within the company.
3.3 Groupthink and Lack of Independent Judgment

Another important concept is groupthink, where the desire for consensus discourages dissent
and critical evaluation. Directors may conform to dominant opinions rather than expressing

independent views, leading to flawed decision-making and reduced accountability.
3.4 Impact on Corporate Governance

These hidden dynamics undermine the effectiveness of corporate governance by reducing
transparency and accountability. Even when formal structures exist, the presence of informal
influence can lead to decisions that favour dominant groups, increasing the risk of oppression

and mismanagement.
3.5 Judicial Perspective and Case Law

The impact of weak board oversight and hidden governance failures can be seen in Satyam
Computer Services Ltd Scam Case involving Satyam Computer Services. In this case, despite
the presence of independent directors and audit committees, large-scale financial fraud went
undetected for years. The failure of the board to question or critically examine management
decisions highlighted how silence, lack of independence, and informal control can undermine

corporate governance mechanisms.

4. Oppression and Mismanagement

Oppression and mismanagement represent critical challenges within corporate governance,
arising when the affairs of a company are conducted in a manner that is unfair to certain
shareholders or detrimental to the company’s overall interests. While corporate structures are

designed to ensure fairness and accountability, misuse of power by those in control can lead
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to situations where minority shareholders are prejudiced, and corporate functioning is

compromised.
4.1 Meaning and Scope

Oppression refers to conduct that is harsh, burdensome, and wrongful towards minority
shareholders, even if such conduct may be legally permissible. Mismanagement, on the other
hand, relates to improper or negligent handling of company affairs that threatens its financial
stability or operational integrity. The scope of these concepts is broad and includes any act

that results in unfair treatment or harms the company’s interests.
4.2 Types of Oppressive Conduct
o Exclusion of minority shareholders from decision-making
e Unfair allotment of shares to dilute minority interest
e Removal of minority directors from the board
e Diversion or misuse of company funds

e Passing resolutions that benefit majority shareholders at the expense of minority

interests
4.3 Legal Framework and Remedies

To address such issues, remedies are provided under the Companies Act, 2013, which allows
aggrieved shareholders to seek relief. The law empowers the National Company Law
Tribunal to intervene and take necessary actions, including regulating company affairs,

removing directors, and preventing further oppressive or mismanaged conduct.
4.4 Protection of Minority Shareholders

These legal provisions play a crucial role in protecting minority shareholders by ensuring that
corporate powers are exercised fairly and not abused by those in control. They aim to
maintain a balance between majority rule and minority rights, thereby strengthening corporate

governance.
4.5 Judicial Perspective and Case Law

A significant interpretation of oppression can be seen in Needle Industries (India) Ltd v.

Needle Industries Newey (India) Holding Ltd’, where the Supreme Court held that even if an

3 Bachan Singh v State of Punjab AIR 1981 SC 1298
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act is legally valid, it may still amount to oppression if it is unfair or prejudicial to minority
shareholders. The Court emphasized that fairness and equity are essential in corporate

conduct, and majority powers must not be used to harm minority interests.

5. Effectiveness of Corporate Governance Mechanisms

Corporate governance mechanisms are designed to ensure that companies are managed in a
transparent, accountable, and fair manner. These mechanisms aim to prevent misuse of
power, protect shareholder interests, and maintain trust in corporate functioning. However,

the real challenge lies not in their existence but in their effective implementation.
5.1 Role of Independent Directors

Independent directors are expected to act as impartial decision-makers who bring objectivity
to board discussions and safeguard the interests of minority shareholders. They serve as a
check on the powers of promoters and management, ensuring that decisions are taken in the

best interest of the company as a whole.
5.2 Role of Audit Committees and Oversight Mechanisms

Audit committees play a crucial role in monitoring financial reporting, ensuring accuracy in
disclosures, and preventing financial irregularities. They are responsible for maintaining

transparency and strengthening internal control systems within the company.
5.3 Transparency and Disclosure Norms

Transparency is a key pillar of corporate governance. Disclosure requirements ensure that
shareholders have access to relevant and accurate information regarding the company’s

financial position, decision-making processes, and risks involved.
5.4 Governance Illusion: Form vs Reality

Despite the presence of these mechanisms, many companies exhibit what can be termed a
“governance illusion.” This occurs when governance structures exist only in form, while
actual decision-making remains controlled by a few individuals. Independent directors may
lack true independence, audit committees may function passively, and disclosures may be

made merely to comply with legal requirements rather than to ensure genuine transparency.
5.5 Judicial Perspective and Case Law

A significant example highlighting the failure of corporate governance mechanisms is the
Satyam Computer Services Ltd Scam Case involving Satyam Computer Services. In this case,

despite the presence of independent directors and audit committees, large-scale financial
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fraud went undetected for years. The board failed to exercise proper oversight, demonstrating
that formal governance mechanisms alone are insufficient without active and independent

functioning.

Thus, while corporate governance mechanisms are essential for maintaining accountability,
their effectiveness depends on genuine implementation, independence, and active
participation. Without these, governance risks become symbolic, failing to prevent misuse of

power and protect stakeholder interests.

6. Landmark Legislation: Companies Act, 2013 and Its Evolution

The Companies Act, 2013, is a landmark legislation that governs the incorporation,
management, and regulation of companies in India. It replaced the older Companies Act,
1956, intending to modernise corporate law in line with global standards and address

emerging challenges in corporate governance.

The evolution of company law in India began with the Companies Act, 1956, which primarily
focused on basic corporate regulation and procedural compliance. However, over time, with
the growth of the corporate sector and increasing instances of corporate fraud and governance
failures, the need for a more robust and transparent legal framework was felt. This led to the
enactment of the Companies Act, 2013. The 2013 Act introduced several significant reforms,
including stronger corporate governance norms, enhanced roles for independent directors,
stricter disclosure requirements, and the introduction of Corporate Social Responsibility
(CSR). It also provided clearer provisions for oppression and mismanagement, empowering

shareholders to seek remedies through the National Company Law Tribunal.

Overall, the Companies Act, 2013, represents a shift from mere regulation to ensuring
accountability, transparency, and protection of stakeholder interests, making it a

comprehensive framework for modern corporate governance in India.

7. Power and Participation in Modern Boardrooms

In today’s corporate environment, governance is no longer judged only by compliance, but by
how power is actually exercised within boardrooms. While legal frameworks have evolved, a
new dimension of analysis focuses on who truly influences decisions and whose voices shape
corporate outcomes. Modern corporations are witnessing a shift where formal authority and
informal influence coexist, often creating layered power structures that are not immediately
visible. One emerging aspect in this context is the increasing presence of women in
boardrooms, encouraged under the Companies Act, 2013. While this inclusion reflects
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progress, it raises important questions about whether such representation leads to real
influence or remains symbolic. Women directors have the potential to bring diverse
perspectives, ethical sensitivity, and greater accountability, which may help challenge

concentrated power structures.

At the same time, corporate governance today is influenced by investor activism, digital
transparency, and stakeholder awareness, making companies more accountable than ever
before. However, informal factors such as internal alliances, legacy control, and strategic
silence still shape decisions behind the scenes. Thus, the present scenario reflects a transition
where corporate governance is evolving, but true effectiveness depends on transforming
representation into meaningful participation and ensuring that power is exercised in a more

inclusive and accountable manner.

TRUE DEMOCRACY EXISTS ONLY WHERE EVERY VOICE IS HEARD.

Q1. Whether corporate governance mechanisms effectively ensure corporate democracy

within modern companies?

The paper argues that there is a significant "gap" between the formal democratic structure and

the company's actual operations.

e The Ideal: Theoretically, mechanisms like voting rights, board participation, and

disclosure requirements are meant to ensure accountability.

o The Reality: In practice, power is often concentrated in the hands of promoters or

majority shareholders, transforming the "democracy" into a "corporate monarchy".
The paper identifies why specific governance tools often fail to ensure true democracy:

e Independent Directors: While intended to be impartial safeguards for minority

shareholders, they often lack true independence or remain passive.

e Audit Committees: These are designed for oversight, but cases like the Satyam Scam
prove they can fail to detect fraud when internal power dynamics suppress

questioning.

e Boardroom Culture: A "silence culture" and "groupthink" often prevent directors
from challenging dominant management, rendering democratic checks and balances

ineffective.

The paper explicitly addresses this in Section S5, stating that many companies exhibit a
"governance illusion". This means that while governance structures exist on paper to
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comply with the law, actual decision-making remains controlled by a few dominant

individuals.

POWER TENDS TO CONCENTRATE UNLESS IT IS CONSTANTLY
QUESTIONED.

Q2. Whether the concentration of power in the hands of promoters and majority

shareholders lead to oppression and mismanagement of minority shareholders?

Yes. The concentration of power in the hands of promoters and majority shareholders often

leads to the unfair treatment and mismanagement of minority shareholders.

In many corporations, power is heavily concentrated in the hands of promoters or majority
shareholders who hold significant equity and influence. This concentration of authority allows
a small group of individuals to control key outcomes such as board appointments and
strategic policies—with minimal opposition. As a result, what appears to be a democratic
structure on the outside often functions as a 'corporate monarchy" on the inside, where
decisions are effectively predetermined before minority shareholders can meaningfully
participate. This shift leaves smaller investors with limited influence and creates an

environment where their interests can be easily marginalised.

The research paper explains how minority shareholders are harmed through oppression when
power is unchecked. The majority often uses its dominant position to unfairly dilute shares,
issuing new equity to itself to reduce the minority's stake and influence. Furthermore,
minority members are frequently excluded from decision-making and see their representative
directors removed from the board. These dynamics allow the majority to pass resolutions that
secure unfair profits or divert company funds for personal benefit at the expense of everyone

else

Beyond social unfairness, concentrated power often results in mismanagement that threatens a
company’s financial stability. Dominant owners may misuse company funds for personal
gain, while a "culture of silence" prevents board members from questioning risky or
fraudulent actions. The Satyam Scam serves as a major example where management

dominance and a lack of oversight allowed massive fraud to go undetected for years.

To combat these risks, the Companies Act, 2013 provides legal protection by allowing
minority shareholders to seek help from the National Company Law Tribunal (NCLT).
Crucially, the courts have ruled that even if an action is technically "legal," it can still be
classified as oppression if it is unfair or burdensome to smaller shareholders.
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SILENCE IN THE FACE OF POWER OFTEN STRENGTHENS IT.

Q3. Whether the remedies provided under the Companies Act, 2013 are adequate and

effective in protecting minority shareholders

NCLT Power: Shareholders can complain to the National Company Law Tribunal,

which has the power to remove dishonest directors and stop unfair decisions.

Fairness Over Legality: The law allows the court to step in even if an action is

technically "legal," as long as it is unfair or burdensome to the minority.

New Safeguards: It introduced independent directors and audit committees to act as

neutral "referees".

Despite these laws, several "hidden" problems make them hard to use effectively:

The Governance Illusion: Companies often follow the rules on paper (form) but keep

all the power in the hands of a few people (reality).

Passive Oversight: "Neutral" directors often stay silent or lack true independence,

meaning they don't actually stop the majority from misbehaving.

Slow Detection: As shown in the Satyam Scam®, Major mismanagement can stay
hidden for years because formal legal checks are bypassed by informal power

alliances.

JUSTICE IS MEANINGFUL ONLY WHEN IT PROTECTS THE WEAKEST.

Q4. Whether informal power structures within corporate boardrooms undermine the

theoretical concept of corporate democracy?

Yes, informal power structures significantly undermine the theoretical concept of corporate

democracy by creating a gap between formal rules and practical control.

1. Hidden Alliances and Control

Informal Alliances: Promoters or influential directors often form secret groups within

the board to control strategic decisions.

Predetermined Outcomes: Because a few people hold the real power, key decisions

are often made behind the scenes before the official meeting even starts.

Layered Power: Modern boards often have "layered" structures where authority looks

4 Selvi v State of Karnataka (2010) 8 SCC 660 (SC)
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democratic on paper, but informal influence drives the actual results.
2. The "Silence Culture"

o Fear of Speaking Up: Directors may stay silent to protect their jobs or stay on the

"good side" of the powerful boss, which stops any real democratic debate.

e Groupthink: This happens when everyone just agrees with the leader to avoid

conflict, leading to poor decisions and a lack of accountability.

e Weakened Oversight: This culture of silence makes "check and balance" tools, like

independent directors, completely ineffective.
3. The "Governance Illusion"

e Form vs. Reality: Companies follow the "form" of democracy (having meetings and
committees) to stay legal, but the "reality" is that power remains concentrated in a few

hands.

e Symbolic Presence: Even when more diverse voices (like women directors) are added
to the board, their presence can remain symbolic if they are not given a real say in the

informal power circles.

CONCLUSION:

Informal power structures turn a participatory democracy into a "corporate monarchy".
They ensure that while the company looks democratic to the public, it is run by a small,

dominant group using strategic silence and private alliances.

Corporate governance aspires to establish companies as institutions built on transparency,
accountability, and collective decision-making, reflecting the true spirit of corporate
democracy. However, the practical reality within many corporations often departs from this
ideal. The concentration of power in the hands of promoters and dominant shareholders,
combined with hidden boardroom dynamics such as informal control, silence culture, and

groupthink, frequently transforms corporate democracy into a form of corporate monarchy.

Although the legal framework under the Companies Act, 2013, provides remedies to address
oppression and mismanagement, the effectiveness of these provisions depends largely on their
genuine implementation. Corporate governance mechanisms such as independent directors,
audit committees, and disclosure norms, while structurally sound, may at times operate as
formalities rather than active checks on power, creating what can be described as a

“governance illusion.”

72




YOURLAWARTICLE, VOL. 2, ISSUE 4, APRIL MAY 2026

The core challenge lies not in the absence of regulatory frameworks but in the gap between
their intended purpose and actual practice. Strengthening the independence of directors,
promoting meaningful shareholder participation, and fostering a culture of accountability
within boardrooms are essential steps toward addressing this imbalance. Ultimately,
achieving true corporate democracy requires ensuring that power is exercised responsibly, so
that corporate governance moves beyond mere compliance and reflects fairness, inclusivity,

and genuine accountability in practice.
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