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INTRODUCTION 

“Accountability is a statement of personal promise, both to yourself and to the people around you, to deliver 
specific defined results” 

-Brian Dive 
 

The word “accountability” is used in different parts of society perhaps most often in the realm of government and politics. 
The word has also been increasingly employed in te field of corporate governance. In fact, the Corporate Governance structure under 
the Companies Act, 2013 is standing on five pillars, namely transparency, accountability, responsibility, independency and fairness. 
Keeping is mind the Vision New ICSI-2022, this article talks about one such pillar i.e. 

 
MEANING OF ACCOUNTABILITY 

Accountability is recognized as a complex word and is frequently used in different parts of society. The meaning of 
accountability is mistakenly considered equivalent to the words such as responsibility. The concept of accountability is closely related 
to the word responsibility, but if it is used interchangeably, it will be a source of confusion. 

 
Responsibility is an obligation to act or make a certain decision i.e., it includes personal or moral ethics. Accountability on 

the other hand depicts the relationship that exists between the person who confer responsibilities and the other who ensure that the 
responsibilities conferred are delivered. It also involves reporting back to the person who has conferred the responsibilities. Schedler 
(1999) had summarized the meaning of accountability as 

1. Introduction 
2. Justifications and  
3. Sanctions 

 
Accountability is defined as a ‘process of being called to give account to some authority for one’s actions or a process of giving 

an account’. Thus, accountability can be seen as ‘answerability. It is the relationship that exists between an actor and a forum in which 
the actor is under an obligation to explain and to justify his or her conduct, the forum has the right to pose questions and the actor may 
face consequences. From the above definition is is clear that the word accountability has an element of control, which in fact is a term 
used in the literature before the term accountability took over. 
 

Accountability is said relate to expectations but it is not synonym of discipline or blame. It is general expectation that 
Supervisors have from their employees or for that matter stakeholders have from their company that the task that was allotted to them 
will be completed satisfactorily. It is the duty of Supervisors or stakeholders to ensure that the professionals or the company do not 
define accountability as blame or discipline, but rather, an opportunity for growth and recognition. It is also pertinent to note that 
Supervisors or for that matter stakeholders will recognize efforts that exceed expectations, not just meet them. 
Webster’s Third International Dictionary defines accountability as follows 

1- The state of being accountable. 
2- The state of being liable. 
3- The state of being responsible. 

 
Management and educational literature present many views with regard to accountability. Accountability can be viewed as an 

obligation, as a commodity in an exchange relationship and it can also be viewed as a set of procedures leading to a better 
performance. In fact, it can often be used as a synonym for “good governance”. 
 
PHASES OF ACCOUNTABILITY 

There are three phases of accountability, first, the information phase, second, the debating phase, third, the consequences or 
sanction phase. Information is a crucial took in accountability arrangements. In fact, in all phases of accountability process, 
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information first has to be gathered, processed and then finally it has to be communicated. The range and format in which the 
information has to be provided depends on the type of accountability in question. By providing information to the accountee, the 
account or acknowledges the accountability relationship that exists between them. 

 
The dialogical nature of accountability can be seen in debating phase i.e., process of questioning and answering phase. The 

accountee has the authority to demand answers for the performance of the accountor whereupon the accountor has to provide 
additional information. This phase is important because it offers the greatest information to emerge because information provided 
face-to-face allows immediate feedback, allowing direct verification of the correctness of the information provided.  

 
 
WHY ACCOUNTABILITY IS IMPORTANT IN CORPORATE GOVERNANCE? 
0Accountability is important in corporate governance for the following reasons. 

1. Corporate Performance: Accountability is the key to measure performance of the company. Improved accountability towards 
stakeholders helps in quality decision making which further enhance the long-term prosperity of the companies. This long-term 
prosperity of the company in terms of profitability leads to better corporate performance and thus retaining the trust of the 
investors.  

2. Combating Corruption and Fraud: Companies which are transparent in its dealing with stakeholders i.e., companies which 
provide high level of disclosures to their shareholders and various other stakeholders about the performance of the company are 
in better position as compare to the companies which do not provide such disclosures. Such disclosures provide an environment 
where corruption will certainly fade out. The Companies Act, 2013 and with Securities and Exchange Board of India (Listing 
Obligation and Disclosure Requirements) Regulation, 2015 prescribe several principles governing disclosures and obligations 
of board of directors, committees and professionals towards stakeholders i.e., board of directors, committees and professionals 
are made accountable to shareholder and other stakeholders, thus preventing fraud and corruption to some extent. 

3. Enhanced Investor Trust: Investors who are provided with high level of disclosures regarding company’s performance tire 
likely to Invest openly in such companies. Disclosure is considered as one of the components of accountability thus 
accountability presupposes disclosure. It is generally seen that global institutional investors are ready to pay up to 40 percent 
for shares in Companies which have good corporate governance practices which include accountability as one of the aspects. 

4. Enhanced Enterprise Valuation: Investor’s expectations and confidence on management and organization are fulfilled 
through enhanced management accountability. This is return increases the value of the organization. 

5. Agency Theory: Principal-agent theory means interactions between at least two contract partners principal and agent. The 
agent acts on behalf of principal i.e., Professionals like Company Secretary act on behalf of shareholders. The theory 
presupposes two things, first principal’s access to information is limited, second, principal cannot perfectly monitor the 
performance of his agent. Hence this agency problem is solved when agent i.e., the professional provides complete and 
transparent information to its principal i.e., the shareholders. Due to the principal- agent relation that exists between the 
shareholders and the professionals, a professional is obliged to disclose true and fair position of the company on regular basis 
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to all its shareholders in order to maintain good investor’s relations. Good corporate governance further creates an environment 
whereby professionals cannot ignore their accountability towards shareholders of the company. 

 
ABOUT THE ICSI 

It is one of the premier national professional bodies set up under an act of Parliament, the Company Secretaries Act, 1980. 
The institute functions under the jurisdiction of the Ministry of Corporate Affairs, Government of India.  

 
Vision: “To be a global leader in promoting Good Corporate Governance” 
 
The focus of Vision New ICSI -2022 has to be its stakeholders, external and internal, and meeting their aspirations and expectations. 
 
Mission: “To develop high caliber professional facilitating good Corporate Governance” 
 
There are following causes of Accountability of a Professional as under. 

1. Corporate fraud for the company by the Employers: Employers can commit fraud by increasing profits by inflating sales. Price 
fixing is also one of the ways to commit fraud. Cheating customers through short weights and measures, short counts and 
substituting cheaper materials for more profits, false advertising is also included in cheating. Violating government regulators 
by evasion of taxes, political corruption and padding costs on government contracts. 

2. Corporate fraud against the company by the Employees: Employees can commit fraud by forging signatures and endorsement 
on a cheque, is appropriation of assets, by manipulation in receivables like fake vendor invoices, false expense vouchers, fake 
suppliers, fake contractors etc, they can commit fraud by manipulation in salary and wages payments like payment to bogus 
employees, less payment to employees, or excess salary to senior executives who are relative of owners. 

3. Consequences of Fraud committed by Employers and Employees: 
 Stakeholders: One of the major consequences of fraud is loss of trust and confidence of investors in the organization, loss of 

credibility of the organization, loss of employees due to switching over, nonpayment to creditors, and decreases in value of 
investment.  

 Economy: Fraud results in loss of confidence of foreign investors, reduction in employment, adverse effect on overall growth, 
higher cost of projects, imposition of more government controls, there will also be negative impact on the investment climate in 
the country. 

 Organization: Because of fraud there is an adverse effect on Banker’s attitude in providing loans to the organization, loss of 
reputation and decrease in value of shares, loss of customers and dedicated employees, etc. 
 

CONCLUSION 
Corporate frauds are not new to Corporate India. In the year 2007 a study was conducted by a Pune based forensic 

consultancy service. The study was named as “Early Warning Signals of Corporate Frauds. Some shocking findings regarding frauds 
in India were first, in the year 2007, near about 1200 companies who are listed on BSE and over 1300 companies listed on NSE have 
manipulatd their financial statements. Second, manufacturing sector is a hub of frauds and then follows the real estate and public 
sector. The KPMG India Fraud Survey Report (2008) present that to over 80 percent of the respondents said that, fraud is a serious 
problem and also that the procurement, sales and distribution are mostly prone to frauds. Sutdy by Kroll in 2015 is also in the same 
line and states that the globalization of business increases fraud risk. The survey also indicates that biggest fraud threat to companies 
comes from within the organization. With the increase number of frauds, the role of professionals like statutory auditor, internal 
auditor, cost auditor and Company Secretary comes into picture. It is their responsibility to detect and investigate such frauds.  
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