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Evolution of the Indian Corporate Board

Analysing the impact of diversity and inclusion
norms in the face of entrenched mindsets, lack of
proactive policies, and limited access to networks
for underrepresented groups

n the rapidly evolving corporate

landscape, the quest to be dif-

ferent and more profitable com-
pared to one’s competitors makes
it almost imperative for the boards
and key management of a company
to prioritise innovation. Arguably,
one of the most direct ways to en-
courage innovation is to include
a diverse set of people and utilise
their experiences and qualifica-
tions, which in turn can then in-
teract to generate more innovative
outcomes than may potentially
have been possible otherwise. This
holds true for the boardroom as
muchasit does for product develop-
ment. A diverse boardroom is better
equipped to understand and serve
diverse, advanced and emerging
markets. India’s cultural richness
and regional diversity necessitate
nuanced approaches to meet varied
consumer needs. Boards reflecting
this diversity (in terms of expertise
in onshore and offshore markets)
are better positioned to craft strat-
egies that resonate with a broader
stakeholder base, fostering stronger

consumer trust and market pene-
tration. Notably, research appears
to consistently demonstrate a pos-
itive correlation between diverse
boards and financial performance.
Studies have highlighted that com-
panies with diverse boards exhibit
improved profitability and resil-
ience. This underlines the tangible
impact diversity brings to the finan-
cial health and growth prospects of
Indian companies. Additionally, the
criticality of diversity and inclusion
within boardrooms of Indian com-
panies has surged to the forefront,
notonlyas a strategic advantage but
alsoas a legal imperative.

India, as a global economic pow-
erhouse, has acknowledged the
pivotal role of diversity in boards
of large and mid-sized corporates.
Embracing diversity in the com-
position of corporate boards has
therefore, been mandated by vari-
ous legal provisions in recent years.
Section 149(1) of the Companies
Act, 2013 and Rule 3 of the Com-
panies (Appointment and Quali-
fication of Directors) Rules, 2014
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placesa mandatoryrequirement for
listed and public companies to ap-

point one woman director on their
respective boards of directors, em-
phasising the importance of gender
diversity and inclusion. The Secu-
rities and Exchange Board of India
(Listing Obligations and Disclosure
Requirements) Regulations, 2015
further stipulates that the Boards of
the top 1,000 listed entities should
have at least one independent wom-
an Director. Promoting LGBT QIA+
rights at workplaces, the Rights
of Persons with Disabilities Act,
2016, extending maternity leaves
to six months (for birth) and three
months (for adoption) are some of
the other moves that have brought
a discussion on the importance of
D&I to the forefront.

Yet, despite the growing recog-
nition of its importance, achieving
diversity and inclusiveness in Indi-
an corporate boardsremains awork
in progress for various reasons, in-
cluding entrenched mindsets, lack
of proactive policies, and limited
access to networks for underrepre-
sented groups. To overcome these
practical hurdles, Indian compa-
nies must proactively implement
practical, realistic and objective
measures, including revisiting re-
cruitment strategies, setting explic-
itdiversity targets, offering mentor-
ship programs, and ensuring equal
opportunities for all.

Capitalising on benefits

The focus of the law today
is restricted to mid-sized and
large corporates. Small com-
panies can also capitalise on
the benefits of having a di-
verse board by proactively
working towards building di-
versity amongst their respec-
tive board of directors, even
though not legally required to
do so, and in so doing, distin-
guish themselves favourably
compared to their competition.

In conclusion, while the Indi-
an regulatory regime mandates
the inclusion of diverse perspec-
tives in Indian corporate boards,
their strategic significance far
outweighs mere compliance. Em-
bracing diversity and inclusion
isn’t just a moral prerogative; it's
a strategic necessity. By fostering
a diverse and inclusive board cul-
ture, Indian companies can un-
lock innovative potential, better
serve diverse and complex mar-
kets, bolster financial performance,
and fortify corporate governance,
ultimately positioning themselves
for sustained success in a rapid-
ly evolving business landscape in
India.
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