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CORPORATE GOVERNANCE AND BUSINESS GROWTH

Introduction

The relationship between Corporate Governance and Business Growth cannot be 
over-emphasized. If anything, it has so far been understated. Large 
multinational corporations have gone bankrupt within a very short period 

because of corporate governance failures. Conversely, we have also witnessed 
businesses go from modest profits to resounding successes by embracing sound 
corporate governance principles. This is not to say that corporate governance is the 
sole determinant of business success, however, if history is anything to go by, 
corporate governance is a key ingredient to 
sustainable business growth.

Research carried out in diverse jurisdictions has 
established a positive relationship between 
sound Corporate Governance principles and 
sustainable business growth. For example, 
research conducted by the OECD and 
published in a paper titled Corporate 
Governance: Effects on Firm Performance and 
Economic Growth in 2009, including 139 
companies quoted on the National Stock 
Exchange in India, has shown that firms headed 
by an independent and competent board 
exhibited significantly better indices like 
profitability, return on investment, and stock 
value when compared to other companies like

The concept of Corporate Governance has now evolved beyond plain regulatory 
compliance. With recent major corporate governance failures resulting in increased 
awareness among individuals, corporations and governments, corporate governance 
has become an important factor in attracting investments, both locally and 
internationally. Investors now increasingly need to be confident that the companies 
they invest in possess the required arrangements to ensure that their investments are 
not badly managed. With the appropriate corporate governance practices in place 
like Board independence, shareholder engagement, internal control systems, and 
outsider evaluation, many companies have increased their growth and created long-
term shareholder value.

...Companies now have to 
carefully design and 
execute Corporate 
Governance 
arrangements, the way 
same is conducted for 
product development, 
customer feedback and 
business expansion....
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The recent efforts of the Nigerian Stock Exchange (NSE) in respect to Corporate 
Governance are perhaps the strongest indication that the concept is no longer 
restricted to regulatory compliance. While the Corporate Governance Rating System 
(CGRS) Certification and the Corporate Governance Index of the NSE are not in any 
way compulsory for companies, more companies are obtaining or at least are 
attempting to obtain same in order to enhance shareholder confidence and increase 
their desirability to prospective investors.

Companies now have to carefully design and execute Corporate Governance 
arrangements, the way same is conducted for product development, customer 
feedback and business expansion. In addition to this, companies cannot afford to 
assume that the Corporate Governance arrangements within the organization are 
operative and adequate as same may be costly. It is necessary for regular 
independent evaluation of both the board and the companies by an outsider to 
ensure that these measures are not mere palliatives that serve no purpose. 

The need for an independent evaluation by an outsider becomes more pertinent in 
light of the potentially damaging effect of the application of ill-fitting Corporate 
Governance principles or even the misapplication of otherwise right Corporate 
Governance practices. 
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1.0.   THE COLLAPSE OF LEHMAN BROTHERS.

For 160 years, this corporate giant thrived, surviving the Great Depression and 
two world wars, it was thought that there was no challenge the company could 
not surmount. However, through a series of events engendered by Corporate 

Governance failures, the company filed for bankruptcy in 2008, the largest in 
American history.

As impacting as its collapse was, it was not entirely unpredictable. Lehman Brothers 
maintained very inadequate Corporate Governance practices and displayed a general 
disdain for Corporate Governance evidenced when the turnover chief expressing his 
opinion of corporate governance, said as follows: “Corporate governance is a joke.” 
With the promulgation of the Gramm-Leach-Bliley Act which effectively repealed the 
Glass-Steagall Act in 1999, which made it possible for a bank to be both a commercial 
and investment bank, Lehman brothers started investing heavily in the housing 
market. Between 2003 and 2004, the bank acquired two sub-prime mortgage lenders 
and became a major player in the housing market. By February 2007, the company's 
stock price rose to an all-time high of $86.18 per share. A day before the company 

st
declared record revenue and profit for the 1  Quarter of 2007, its shares had its most 
drastic fall in five years.

In August 2007, two hedge funds managed by Lehman Brothers' biggest rival, 
Bearstearns   failed. At the same time, the decline in the value of Lehman's brothers 
continued. However, the firm didn't reduce the rate of its mortgage backed securities. 
In fact, it increased its mortgage portfolio to $110 billion, which was four times its 
Shareholder equity. In the fourth quarter of 2007, the markets temporarily rebounded 
providing a final opportunity for the firm to reduce its high-risk investments, but the 
bank failed to heed the warning signs. As a result, thousands lost their jobs and 
thousands more their savings. The particular Corporate Governance failings of 
Lehman Brothers include:

Board Composition

Lehman Brothers Board of Directors was composed of the CEO, Richard S. Fuld, Jr, 
who also doubled as Chairman of the Board, and eight independent directors. While 
on the face of it, this composition did not present significant problems, an in-depth 
assessment reveals some salient issues. The average age of the board was 68.4years. 
Of the ten members, nine were retired while four were over 75 years of age. Also, the 
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board was significantly incompetent in financial matters as only two of the directors 
had current experience in the financial industry, instead the board was comprised of 
an actress and a retired Navy Officer. Furthermore, each director was sitting on an 
average of three Boards of other companies and some were actively involved in the 
management of their businesses. The Board members were inactive, inexperienced 
and too busy to concentrate on their board roles.

Corporate Risk Management 

One of the most important roles of a 
Board is risk management. This role is of 
even greater importance for investment 
banks and other companies involved in 
the financial market. Lehman brothers 
had a Risk Committee made up of the 
Executive Committee of the Company, 
the Chief Risk Officer and the Chief 
F inanc ia l  Officer .  The  Execut i ve 
Committee had the duty to determine 
overall risk limits and risk management 
policies of the company. According to 
Lehman Brothers' Policy Manual on 
Quantitative Risk Management, the 
members of the Risk committee were 
required to meet weekly to discuss all 
potential  threats and risk-taking 
activities. 

However, these arrangements only existed in theory. In fact, the Risk Committee only 
met twice in 2006 and 2007, the years preceding the company's collapse. The failings 
of the Board Committees in this respect enabled the management of the company to 
employ aggressively risky strategies which exposed the company to significant losses. 
The company commenced risky subprime lending, commercial real estate and high-
risk lending for leveraged buyouts and when these failed, the company employed 
more risky approach to recover its losses. All through this period, the Board, especially 
the Risk Committee failed to perform its duties and watched as the management drew 
the company into more debt.
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Remuneration Scheme

The remuneration arrangement at Lehman brothers prior to its collapse was highly 
rewarding to the management and board but explicitly unfair to the shareholders. 
According to a study by researchers from Harvard University, top executives in 
Lehman Brothers received about $1 billion from cash bonuses and equity sales 
between 2000 and 2008. In 2008, the year of its collapse, the directors were paid an 
average of $365,000 as Director's fees apart from very high annual bonuses. Between 
1993 and 2007, the CEO and Chairman of the Board was paid almost half a billion 
dollars by the company. Four days before the company's collapse, Fuld told the media 
that “the board has been wonderfully supportive.” 

Independence of the Board

Although, eight of the ten members of the board were independent directors 
according to the New York Stock Exchange, in reality these directors were anything 
but independent. There was overwhelming evidence that the board was not truly 
independent. For example, although, members of the board had been forbidden to 
take advantage of the company's internal investment opportunities since 2002, the 
profits from the transactions finalized before the ban still flowed into the accounts of 
most of the board members. It is also noteworthy that the terms of the transactions for 
these directors were much more favourable than those applicable to entities outside 
the bank. Moreover, most of the directors owned directly or indirectly a brokerage or 
investment account which was in business with Lehman Brothers. Lehman Brothers 
also had relationships with entities in which some of these directors served as non-
executive directors.

2.0.   SKYE BANK'S FAILURE

The failure of Skye Bank (now sold to Polaris bank) depicts a Corporate governance 
failure of not only the board and management of the company but of the regulator in 
its statutory duties. The sequence of events showed how the different stakeholders 
contributed to the failing of the bank.

In February 2014, in a deal still shrouded in controversy, the bank acquired 100% of 
the stake of Mainstreet Bank- a bridge bank for the nationalised Afribank- at a cost of 
NGN126 Billion from the Assets Management Corporation of Nigeria (AMCON). The 
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deal was funded by loan obtained from four banks. This deal got the approval of the 
Board, Central Bank of Nigeria (CBN), and Securities and Exchange Commission (SEC) 
in spite of the weak capital adequacy ratio and poor profitability ratio of the bank.

In September 2014, Skye Bank emerged as one of the eight Systematically Important 
Banks (SIB) in Nigeria. SIBs are described by The Financial Stability Board "financial 
institutions whose distress or disorderly failure, because of their size, complexity and 
systemic interconnectedness, would cause significant disruption to the wider financial 
system and economic activity”. In other words, they were “too big to fail”.

By the end of 2015, the bank was unable to present its Annual Financial Report. By the 
middle of 2016, the CBN finally took action and sacked the board and took over the 
management of the bank. A forensic audit of the firm revealed a negative capital 
position of NGN690 million, inaccurate financial accounts, high cost to income ratio.

However, the above being said, the strongest reasons for the bank's collapse were the 
non-performing loans granted mostly to people or companies which had 
relationships with directors. For example, three loan facilities worth over ₦120 billion 
naira was given to a former Chairman of the bank and another facility worth about 
₦191,000,000,000 (One Hundred and Ninety-One Billion Naira) was granted to the 
father of a non-executive director. This shows clearly that the board that shirked its 
responsibilities of oversight and risk management because it had been compromised. 
It further shows the necessity for an independent Corporate Governance evaluation of 
the Board and the Company as a whole.

The Skye Bank debacle was not just a Corporate Governance failure of the bank's 
board or management but of the different regulators who allowed and even in some 
instances, facilitated the mismanagement. The major reasons for the failure of Skye 
Bank were:

1. Independence of the Board

As earlier mentioned, the ultimate death knell for the bank was the non-performing 
loans the bank had. Of these types of loans, 59.34% were loans given to directors or 
persons connected to directors. Of the 16 directors of the bank, only one was 
appointed as an independent non-executive director. Although this arrangement is in 
compliance with the provisions of the CBN's code of Corporate Governance for Banks 
and Discount Houses, it didn't enhance the independence of the board. As will be 
discussed subsequently, more multinationals are adopting the model of composing 
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their Boards with more of independent directors. A single independent director's 
voice can be easily drowned out by the other directors who are allowed and usually do 
have interests in the firm.

2. Lack of independent or outsider evaluation

The natural inclination of humans is to engage in self-serving endeavours, therefore 
in situations where the board is incompetent, inexperienced or merely a rubber stamp 
of the management, the investment of shareholders is at increased risk of being 
squandered. There is therefore a need for 
an evaluation of the effectiveness of boards 
and their Corporate Governance practices 
by an independent outsider who can then 
advise on lapses and the best ways to 
rectify same. This evaluation is made even 
more essential in view of the rather 
inadequate requirement for only one or 
two independent non-executive directors 
in the board.

3. Laxity of Regulators.

The duty of Regulators goes beyond developing rules and regulations for companies 
under its watch. They must also ensure that practical observance of these rules is 
carried out.  However, because of the number of companies under its control, it is 
always advisable to appoint experts to carry out regular evaluation of its corporate 
governance practices. The multiple regulators with the responsibility of the oversight 
of Skye Bank assumed that the bank was being run well and by its eventual 
intervention was too little too late.

3.0.    THE ENRON STORY

The story of Enron and its collapse depicts most strongly the consequences of 
undervaluing the importance of corporate governance. The scandal led to the 
bankruptcy of Enron, one of the largest American companies at the time and the 
dissolution of its auditor, Arthur Andersen, one of the top five auditing and 
accounting firms globally. At its peak in the middle of the year 2000, the share price of 
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the company sold at $90.75, but barely eighteen months later, the stock plummeted 
to less than a dollar per share. Thousands of employees lost their jobs and the 
reputation and credibility of Wall Street was greatly shaken.

Enron was founded in 1985 with the merger of two natural-gas-transmission 
companies, Houston Natural Gas Corporation and InterNorth, Inc. In 1990, Enron's 
Chairman Kenneth Lay, appointed Jeffrey Skilling as Chief Operating Officer. With the 
help of Jeffrey Skilling, Enron evolved into a trader of energy derivative contracts, 
acting as an intermediary between natural-gas producers and their customers. Under 
Skilling's leadership, Enron gained control of the market for natural-gas contracts and 
the company's profits soared. 

So why and how did the company fail? Its failure is due to a number of reasons related 
largely to corporate governance and they are discussed below.

Accounting Reporting Techniques

The appointment of Jeffrey Skilling as COO and Andrew Fastow as Chief Financial 
Officer brought about the introduction of a number of accounting reporting 
techniques that made the company's accounting reports too complex for 
shareholders to understand and ultimately misled shareholders and regulators as to 
the exact state of the company's finances. One of these accounting techniques 
employed by the company was “Mark to market accounting” which enabled the 
company to record estimated or anticipated profits as actual profits. In addition, the 
company transferred troubled assets, liabilities and losses to Special Purpose Entities 
(SPEs), thereby keeping its losses off its accounting books. Some of these SPEs were 
run by Andrew Fastow, the Chief Financial Officer of Enron. 

Furthermore, in recognizing revenue, the company adopted the merchant model 
which served the purpose of inflating its revenue. Other companies like Goldman 
Sachs were applying the agent model in which only brokerage fees or trading fees 
were recognized as revenue but Enron reported the entire value of each trade as 
revenue. A combination of these dubious accounting techniques misled the public 
and gave the impression that the company was thriving. The façade was eventually 
unravelled and the company's fortunes fell drastically.

The Collusion And Negligence of The Auditors.

Throughout the years that the company adopted suspicious accounting policies, the 
company's auditors were Arthur Andersen, one of the largest and most reputable 
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audit and accounting firms globally, and they also served as the company's 
consultants. The firm was not able to carry out its duties effectively to the highest 
professional standards because of the conflict of interest created by the high fees paid 
by the company. To pressure the auditors into colluding with the company and 
ignoring unaccounted losses and fictitious profits, the company occasionally allowed 
Arthur Andersen competitors, Ernest and Young and PriceWatersCooperhouse to 
occasionally audit its accounts, giving the impression that Arthur Andersen will be 
dispensed with if they failed to cooperate. In a desperate attempt to cover up the 
misconduct, the audit firm shredded relevant documents and deleted thousands of 
emails relevant to the investigation.

Board Oversight

Although, Enron had a model board of directors in theory, composed primarily of 
outsiders with ownership stakes and persons knowledgeable and experienced in 
finance making up its audit committee, there were issues that prevented the board 
from discharging its duties effectively. The company's emphasis on short-term 
earnings and consistent bonus increase to ensure employees were driven to increase 
these earnings portended a risky corporate culture but due to the excessive executive 
compensation, the Board ignored these and even approved the use of different 
accounting techniques to keep the stock price of the company high.
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SECTION B

4.0� OECD PRINCIPLES OF CORPORATE GOVERNANCE

The Organization for Economic Cooperation and Development (OECD) is a group 
comprising highly developed economies which discusses and decides 
economic policies with the goal of fostering economic development. 

Established on December 14, 1960 by 18 (Eighteen) European nations, the United 
States of America and Canada, the group is currently comprised of 34 (Thirty-Four) 
member countries including South American and Asia-Pacific Countries. 

In collaboration with the G20 (an international forum for the governments and central 
bank governors from 19 countries) and the European Union (EU), the OECD released 
its Principles of Corporate Governance in May 1999 which were revised in 2004 and 
2015. The Principles have become an international benchmark which provides 
guidance to governments, regulators, stock exchanges, corporations and investors on 
the best practices of corporate governance.

The Principles were developed with an understanding that that there is no singular 
model of corporate governance and what works for one nation or company might be 
ill-suited to another. To this end, the Principles identify the common elements that 
underlie corporate governance and suggest different means of meeting these 
objectives. The principles are non-binding and flexible in order to allow policymakers 
and companies adapt same to their peculiar situations.
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The OECD Principles of Corporate Governance are as follows: 

I. Ensuring the basis for an effective corporate governance framework
The corporate governance framework should promote transparent and 
fair markets, and the efficient allocation of resources. It should be 
consistent with the rule of law and support effective supervision and 
enforcement.

II. The rights and equitable treatment of shareholders and key ownership 

functions.
The corporate governance framework should protect and facilitate the 
exercise of shareholders' rights and ensure the equitable treatment of all 
shareholders, including minority and foreign shareholders. All 
shareholders should have the opportunity to obtain effective redress for 
violation of their rights.

III. Institutional investors, stock markets, and other intermediaries
The corporate governance framework should provide sound incentives 
throughout the investment chain and provide for stock markets to 
function in a way that contributes to good corporate governance.

IV. The role of stakeholders in corporate governance
The corporate governance framework should recognize the rights of 
stakeholders established by law or through mutual agreements and 
encourage active co-operation between corporations and stakeholders in 
creating wealth, jobs, and the sustainability of financially sound 
enterprises.

V. Disclosure and transparency
The corporate governance framework should ensure that timely and 
accurate disclosure is made on all material matters regarding the 
corporation, including the financial situation, performance, ownership, 
and governance of the company.

VI. The responsibilities of the board
The corporate governance framework should ensure the strategic 
guidance of the company, the effective monitoring of management by the 
board, and the board's accountability to the company and the 
shareholders.
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5.0� LEGAL FRAMEWORK OF CORPORATE GOVERNANCE IN NIGERIA

Corporate Governance in Nigeria is regulated by a combination of codes, laws, 
regulations and guidelines. Statutory legislations like the Company and Allied Matters 
Act, 1990 and the Investment and Securities Act, 2007 contain some provisions on 
corporate governance. However, the primary provisions on corporate governance are 
the various codes issued by regulators, such as the Nigerian Code of Corporate 
Governance of 2018 issued by the Financial Reporting Council of Nigeria which 
applies to all companies within the country and the Code of Corporate Governance for 
Public Companies issued by the Securities and Exchange Commission in 2016. These 
Codes are supplemented by sector-specific codes issued by the respective sector 
regulators. For example, the Central Bank of Nigeria released the Code of Corporate 
Governance for Banks and Discount Houses, and the National Insurance Commission 
also has a Code of Corporate Governance for the Insurance Industry.

It is however, important to discuss the nature of these codes. Are they intended to be 
binding or merely suggestive of the kind of practices a company should operate? 
What is the relationship between the codes, statutory legislations and other 
regulations? How consistent are these codes and the principles they contain with 
international best standards and principles of corporate governance

The Nigerian Code of Corporate Governance 2018

In 2016, the Financial Reporting Council of Nigeria (“FRCN”) released draft codes of 
Corporate Governance for private companies, public companies and not-for-profit 
entities, respectively. The draft codes generated a lot of controversy and public outcry 
especially with respect to the draft Code for Not-for-Profit entities and as a result, the 
Codes were suspended. In 2018, the FRCN released a new combined code for public 
and private companies but exempted not-for-profit organizations. 

The essence of the code was to "protect minority shareholders rights, attract and 
retain foreign investments, as well as enhance ease of doing business." According to 
the FRCN, the code “seeks to institutionalize corporate governance best practices in 
Nigerian companies... and rebuild public trust and confidence in the Nigerian economy, 
thus facilitating increased trade and investment.”

Structure of the Code

The Code of Corporate Governance for Public and Private Companies is structured 
into 7 (Seven) Parts and contains 28 (Twenty-Eight) principles alongside 
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recommended practices for the implementation of the principles. The Parts cover the 
following subjects: Board of Directors, Audit, Relationship with Shareholders, 
Business Conduct with Ethics', Sustainability, Transparency and Definitions of Key 
Terms.

Philosophy of the Code

The Nigerian Code of Corporate Governance is generally applicable to all public and 
private companies in Nigeria irrespective of their size or structure, therefore, the code 
allows for flexibility and scalability in its application. The principles are not stringent 
and can be adapted to the peculiar circumstances of each company. There will be 
significant difference in the interpretation and application of the principles by small 
private companies with few shareholders when compared to large companies quoted 
on the stock exchange.

As a result of the above, the philosophy of the Code is “Apply and Explain”. This 
approach presupposes the application of all the principles in the code and requires 
companies to explain the method of interpreting and applying these principles and 
the outcome achieved. However, for this philosophy to be successful there must be 
actual implementation of the principles and consistent evaluation of the level of 
compliance. To that end, the Code contains provisions that stipulate that the 
Commission monitors implementation of the provisions of the code.

Code of Corporate Governance for Public Companies

Before the release of the Nigerian Code 
of Corporate Governance by the 
Financial Reporting Council of Nigeria 
in 2018, the Securities and Exchange 
Commission issued the Code of 
Corporate Governance for Public 
Companies in 2016 which applies only 
to Public companies and publicly-listed 
companies. The Code, among other 
provisions, stipulates that public 
Companies whose shares are listed on 
the stock exchange shall comply with 
the provisions of the Code which shall 
serve as the minimum standard of 
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corporate ethics and behaviour for such companies. For companies seeking to raise 
funds through the capital market through the issuance of securities or by listing, they 
must demonstrate sufficient compliance with the principles and provisions of the 
code as may be applicable to their size and circumstances.

The Code is not intended to be a rigid set of rules but rather serve as a guide to 
facilitate the right corporate governance practices. Under the code, the body 
primarily responsible for ensuring compliance with the code is the Board of Directors 
of each company while shareholders, especially institutional shareholders are 
expected to be familiar with the provisions of the code in order to encourage better 
corporate governance practices. Furthermore, companies are expected to include in 
their annual report and submit a corporate governance report to the Commission. 
The question as to whether a company has sufficiently complied with the code is to be 
ultimately determined by the Commission. The Commission is also empowered and 
obligated by the Code to issue regular guidelines or circulars to facilitate compliance 
with the Code. It is also provided that where there any conflict between the code and 
any other code, the code with the stricter provisions will apply.

The Code of Corporate Governance for Banks and Discount Houses

The Central Bank of Nigeria in 2014 issued the Code of Corporate Governance for 
Banks and Discount Houses. The Code prescribes minimum standards of corporate 
governance but encourages banks and discount houses to aspire to higher standards. 
Unlike the FRCN and SEC Codes earlier discussed, the philosophy of the Code is 
Comply or else. It therefore mandates strict compliance with all of its provisions and 
failure to comply attracts sanctions in line with the Banks and other Financial 
Institutions Act. 

The Code of Corporate Governance for The Insurance Industry 

The Code of Corporate Governance for the Insurance Industry is another sector-
specific code issued by the National Insurance Commission in 2009. The Code reflects 
most of the principles contained in similar codes. There is however a need for the 
review of the codes to ensure consonance with international best practices.

Evaluating The Framework of Corporate Governance in Nigeria

The regulatory framework for corporate governance in Nigeria is interwoven and 
well-constructed. The different codes contain several commendable provisions on 
corporate governance. Although, the provisions sometimes differ from what obtains 
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in most developing countries, they possess 
sufficient congruity with the OECD Principles 
of Corporate Governance while still retaining 
their applicability to the local economic 
space.

However, in spite of the very commendable 
provisions, implementation has been sorely 
lacking. A lot of companies have failed to 
embrace the concept  of  corporate 
governance and many others manifest major 
lapses of corporate governance. It is 
imperative that both regulators and 
corporate bodies make better commitment 
towards achieving sound corporate 
governance as this is the way to ensure the 
confidence of investors. All the codes contain 
provisions requiring companies to review 
and evaluate their corporate governance 
practices regularly. Regulators must ensure 
full compliance with this provision by 
reviewing these self-assessment reports and 
working together with corporate governance 
experts and consultants to ensure that the 
practices of these companies comply with 
global best practices.

6.0� BOARD STRUCTURE AND COMPOSITION

The Board of Directors is the body primarily responsible for the corporate governance 
practices in a company. Therefore, the board must be composed of the right persons 
qualified and committed to the sustainable growth of the company. The board must 
also be structured to ensure the diversity of ideas such that no single person or groups 
of persons override the others in decision making. The concept of board composition 
encompasses the size of the board, the ratio of executive directors to non-executive 
directors, the number of independent directors, the leadership of the board, tenure of 
board members and the diversity of the board. The parameters for board composition 
differ for different companies as companies have different needs. It is important that 
each company identifies its needs and determines the right persons and balance to 
achieve its intended goals.
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There is no universal agreement on the optimum size of a Board of Directors. 
Companies therefore have the autonomy to determine the size of their boards within 
the limits of regulations.  However, a company must carefully determine the sufficient 
number of directors to ensure the board's decision-making is not delayed due to 
excessive number of directors or the paucity of ideas occasioned by a board lacking 
enough people. There are instances 
where regulations limit the number of 
directors that a company can have. 
For example, banks must have a 
minimum of five directors and a 
maximum of twenty directors. The 
Board size is more often than not 
proportional to the size of the 
company.

A board must be composed of the 
right combination of executive 
directors, non-executive directors 
and independent directors. The 
Codes prov ide that  the non-
e x e c u t i v e  d i r e c t o r s  s h o u l d 
outnumber the executive-directors.  
Companies are also encouraged that 
a majority of the Non-Executive 
directors should be independent 
directors. This ensures that there is a 
balance of Executive management, 
s h a r e h o l d e r  i n t e r e s t  a n d 
independence.

An executive director is also a member of the management team and is involved in the 
day-to-day running of the company. A non-executive director is not involved in 
management.

In order to facilitate the exchange of fresh ideas and perspectives, it is important to 
ensure the diversity of the board. Generally, a board should not be dominated by 
members of the same family or people from the same background or with similar 
interests. Furthermore, boards must embrace gender diversity to ensure that every 
gender is adequately represented in the board.

16

Corporate Governance and Business Growth

Cs

“ a  c o m p a n y  m u s t  c a r e f u l l y 

determine the sufficient number of 

directors to ensure the board's 

decision-making is not delayed due 

to excessive number of directors or 

the paucity of ideas or contributions 

occasioned by a board lacking 

enough people.”



It is also important that directors do not hold onto their roles in perpetuity. The 
Company must make arrangements to rotate its directors to ensure that no single 
director holds excessive influence over the proceedings of the board and other board 
members.

7.0� BOARD OVERSIGHT AND RISK MANAGEMENT

The major role of the board is to maintain 
oversight over the actions of management. The 
board should not be responsible for the day-to-
day running of the company but must monitor the 
actions of management to ensure that executives 
manage the company in the best interests of 
shareholders. Board oversight activities include 
designing Executive compensation packages, 
appointment and removal of CEOs, disclosures, 
approving corporate strategy, identifying and 
managing risks, ensuring compliance with 
regulations and representing the interests of 
shareholders generally.

It is important that the board maintains the right 
balance between oversight and interference. The 
board must be careful not to take over the 
responsibilities of management. Conversely, the 
board must not be extremely disconnected from 
the affairs of the company, becoming in essence, a 
rubber stamp board.

Board oversight is enhanced by the individual responsibilities of board committees. 
Each committee is mandated with the oversight of a particular aspect of the company 
e.g. audit and they report to the full board. For a board to competently discharge its 
oversight duties, substantial percentage of the board must have experience and 
knowledge of the business, be independent and be committed to their board duties. 
The quality of oversight also depends on the quality of information they have.
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Risk Management

Risk-taking is a fundamental driving force in business and entrepreneurship. It is 
integral to the management of a business as no business can survive without taking 
risks. Hence Risk management is generally considered a vital key component of the 
board's oversight functions. Risk management is the identification, assessment, and 
prioritization of risks or threats. Risk management also entails the response to risk 
factors. Risk factors or sources of risks include financial uncertainty, project failure, 
management errors, legal liabilities, accidents and natural disasters. Also, recent 
events have brought data security and other IT related risks to the fore. 

The board's approach to risk management must be proactive. It must design and 
formulate appropriate risk management procedures and internal control systems to 
enable the identification of risks and robust assessment of the nature and extent of 
those risks. It must also develop an agreed process for managing and mitigating the 
risks to reduce the probability of their occurrence and their impact if they occur. 
Furthermore, the board must ensure the entrenchment of a corporate culture that 
allows for sound internal and external information and communication processes 
that enables the board to consistently identify new and emerging risks. These risk 
management and internal control systems must be monitored and regularly 
reviewed to ensure that they are functioning optimally. Risk management must not 
be limited to financial risk as non-financial risks are not less damaging when they 
occur.

Strategic Decision Making

Beyond the management of risks, the board is also responsible for deciding the 
strategic direction of the firm and for ensuring the long-term performance and 
sustainability of the company. There is a great deal of uncertainty among boards as to 
the nature and extent of their roles when it comes to participating in strategy. Some 
boards leave strategic decision making entirely to the CEO ad other management 
executives, effectively becoming a rubber stamp of the management. Some other 
boards become so actively involved in the developing and execution of strategies 
that they become involved in a contest with the management, effectively usurping 
the management's responsibilities. There is no single answer to this question and the 
dimension of the board's role in strategic decision making should be influenced by 
different factors including but not limited to, the type of company or industry, the 
capacity of management and the composition of the board. For example, a board 
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composed of mostly outsiders or independent directors would have a different role 
from a board with a mix of executive, non-executive and independent directors with 
respect to strategy. However, while it is established that the board must not 
unnecessarily interfere with the management of the company, the board must ensure 
that it collaborates with the management team to set the long-term goals, objective 
and strategy of the company and gives a direction which the management team 
works to execute. The board's duty extends to the monitoring of the actions of the 
management team to ensure it aligns with the long-term goals of the company. The 
board must also consistently assess the strategy and evaluate its viability.

8.0� BOARD INDEPENDENCE

Board Independence is one of the major underpinnings of sound corporate 
governance and it is usually determined by the number and proportion of 
independent board members. The threshold of board independence differs by 
jurisdiction as different economies have different standards for independence. For 
example; while in countries like United States of America, companies are expected to 
have a majority of independent directors, the Nigerian Codes generally prescribe a 
minimum of one independent non-executive director. However, companies are 
encouraged by all the Nigerian Codes to ensure that most of their non-executive 
directors independent. The most common way of measuring board independence is 
to consider independent directors as a percentage of the total number of directors.

In the Nigerian Code of Corporate Governance for 
Public Companies 2018, an independent director 
is one whose shareholding in the company is less 
than 0.01%, while the Code of Corporate 
Governance for the Insurance Industry prescribes 
that independent directors are directors who hold 
no shares in the company. In addition to the limit 
on shareholding, an independent director must 
not have been an employee of the company in the 
years preceding his appointment, and must not 
have had any material business relationship with 
the company in those years. Also, his family 
member must not have been a director, employee 
or creditor of the company. 
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Independent directors are a great advantage to any company's board, private or 
public as the director brings objectivity and fresh perspectives with no conflict of 
interests. He is therefore more likely to look out for the interests of all members 
including the interests of minority shareholders. Due to their objectivity, independent 
directors are instrumental in conflict resolutions especially in resolving deadlocks in 
the board. Independent directors also add expertise to the operations of the board. A 
competent independent director brings clear perspective, objectivity in board 
discussions, and, better decision making and results.

10.0� SHAREHOLDER ENGAGEMENT

Many Company Boards and Managements fail to recognize the value of effective 
shareholder engagement and its impact in shaping shareholder perspective of the 
company, the management and the board. Many companies still employ the standard 
approach of communicating with shareholders only during scheduled formal 
shareholder events, such as the annual general meetings, analyst calls, or public 
announcements which serve more as formalities than effective means of 
communication. This has been shown to create dissatisfaction among shareholders 
resulting in shareholder activism in some companies and countries. 

Shareholder engagement is the means by which shareholders communicate their 
opinions, views and concerns to the board of directors and managers, and 
subsequently, the board of directors and management team communicate their 
intentions and decisions. Some of the most common examples of shareholder 
communication are discussions at annual general meetings, analysts and investors 
meetings, annual report, proxy statements, member votes, and announcements on 
the company's website.

Shareholder Engagement should be shareholder-based. Rather than seeking to 
protect the leadership from inquiries of shareholders, shareholder engagement 
should be designed to assist the shareholder in having a better understanding of the 
direction of the company
Improving shareholder engagement begins with the company having a Policy on 
Shareholder Engagement. Such policy should be well documented, detailing the 
means, methods and the objectives of shareholder engagement. Boards in 
implementing this engagement policy must identify the appropriate stakeholders to 
handle the engagement strategy. 
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Additionally, Shareholder engagement must be proactive. Communication with 
shareholders must not only be in response to the concerns of shareholders expressed 
to leadership. The board must anticipate these concerns and address them 
proactively. The board must also ensure that the shareholders are carried along and 
are informed of the state of their investments and important decisions within the 
company.

Disclosure and Transparency

Disclosure and transparency are key components of shareholder engagement. 
Various regulatory frameworks require companies to disclose in full and 
comprehensive manner, all matters material to investors and stakeholders. The OECD 
principles of Corporate Governance contain a list of the information a company 
should disclose which are reechoed in;

1. The financial and operating results of the company.

2. The Company objectives. 
.

3. The major share ownership and voting rights.

4. The members of the board and key executives; the nomination and 
appointment process, their qualification, experience and their remuneration.

5. Material foreseeable risk factors.

6. Material issues regarding employees and other stakeholders.

7. Governance structures and policiesWhen done appropriately, shareholder     
engagement establishes a strong relationship that can be immensely 
beneficial to both companies and investors alike.

10.0� CORPORATE GOVERNANCE AND STAKEHOLDERS

It has long been universally accepted that the primary aim of businesses and 
corporations is to add value to the investments of shareholders. This is known as the 
doctrine of Shareholder primacy. However, on August 19, 2019, the Business 
Roundtable made up of 181 Chief Executive Officers of the largest companies in the 
United States released a statement on the purpose of corporation stating that the 
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purpose of a corporation is to deliver value 
to its customers, invest in its employees, 
deal fairly and ethically with its suppliers, 
support the communities in which they 
work and generating long-term value for 
its shareholders. The import of this 
statement is that each of the stakeholder is 
important and the corporation must 
consider them in its decision-making. This 
statement is in line with global trends and 
international best practices. Companies 
must therefore recognize all stakeholders 
as essential parts of their organization. 

Who then is a stakeholder? A stakeholder is 
everyone who is affected or can be affected by the actions or activities of a 
corporation. Stakeholders therefore include shareholders, employees, creditors, 
suppliers, customers, the government, the local community and even future 
generations.

A number of companies and investors are reluctant to embrace the stakeholder 
theory, believing that this would impact negatively on the profits and revenue of the 
company. However, considering the stakeholders in decision making would 
ultimately be beneficial to the company and its owners and potentially reduce 
external costs. Instead of employing a conflict approach to externalities leading to 
strikes, lawsuits and government penalties, the company would handle the costs 
through negotiation with the stakeholders. This will lead to more efficient 
communication between stakeholders and the company, and better relationships 
built with long-term benefits for both parties. The Nigerian Code of Corporate 
Governance and other supporting regulatory frameworks recognize the advantage of 
stakeholder communication and encourage companies to embrace same in their 
management and oversight of the company.

Environmental, Social and Governance

Environmental, social and governance (ESG) is a term used to refer to the three major 
factors in measuring the societal impact and sustainability of an investment in a 
company. The investment community has increasingly recognized the importance of 
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environmental and social considerations in determining the choice of companies and 
businesses to invest in. Recently, ESG-minded businesses have begun to gain more 
traction, and attract more investments compared to companies without a plan for the 
environment or society. Financial services companies such as JPMorgan Chase, Wells 
Fargo, and Goldman Sachs have published annual reports that show the growth of 
interest in firms with active ESG and Corporate Social Responsibility programs.

11.0� INDEPENDENT OUTSIDER EVALUATION

A fundamental feature of any successful system is that such system or structure is 
assessed or evaluated as to its effectiveness. It is also advisable that this evaluation is 
carried out or facilitated by an independent outsider to ensure the process is 
unbiased or influenced by persons or other factors. This principle holds very true for 
corporate governance. It is necessary to assess at regular intervals the effectiveness of 
the corporate governance structures and arrangements of a company, to determine 
whether amendments need to be made and the best way to effect those changes.  

The Nigerian Code of Corporate Governance provides that the Board must conduct 
an annual evaluation of its performance, its committees and individual board 
member. This evaluation must also be carried out or facilitated by an independent 
external consultant once every three years.  The United Kingdom Corporate 
Governance Code also makes similar provisions. The need for this evaluation has 
been expressed by different shareholder groups and institutional investors seeking to 
be convinced that the board is discharging competently its primary responsibilities. 

The point of evaluation is not for the purpose of apportioning blame or scapegoating, 
rather it is to aid the board members in improving their performances for better 
corporate governance. Boards perform better when they receive feedback about 
areas of strength, areas where they might be deficient and what they could do better. 
In addition, individual members perform better when they are held accountable for 
improving their contribution. 

The evaluation process should apply to the board specifically, as the body primarily 
responsible for corporate governance in a company and should also apply to the 
corporate governance practices of the company generally.

Board evaluation must assess the composition, competence, independence and 
diversity of the board, and must extend to its committees. The general corporate 
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governance evaluation of the company must include the evaluation of shareholder 
engagement; stakeholder communication, disclosure and transparency; internal 
controls and relationship with external auditors.

The use of external consultants as facilitators of the evaluation process allows the 
consultants to apply their expertise in restructuring the arrangements of the board 
where necessary. It also allows for training of board members where their 
performances have been adjudged to be unsatisfactory. 

While it may seem that the work of the external auditor makes an independent 
evaluation of corporate governance redundant, the scope of an audit is limited to the 
accounts and financial statements of a company. It does not include an assessment of 
shareholder engagement, risk management, board independence, stakeholder 
communication and other corporate governance practices. Furthermore, the 
relationship between an external auditor and a company and its board must also be 
monitored to ensure that the company does not exert undue influence on the 
auditors and audit reports. Two of the greatest corporate governance failures in 
history- Enron and Lehman brothers, reportedly involved the collusion of the 
companies with highly reputable auditing firms. The Nigerian Codes of Corporate 
Governance, recognizing this fact require companies to rotate the auditing firms and 
auditing partners after a number of years. 
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SECTION C

12.0� SUCCESSION AND CORPORATE GOVERNANCE: APPLE INC. AS A CASE      

 STUDY

Drawing from the case studies in Section A of this Handbook, it is easily inferred 
that many of the well-known and convincing stories about corporate 
governance revolve around the negative outcomes of the wrong corporate 

governances practices, However, there are a number of companies who have 
successfully applied and embraced the right corporate governance practices. Apple 
Incorporated and Nestle are two companies that have effectively embraced 
corporate governance. By consciously establishing a corporate governance structure 
and implementing documented policies, these companies have been able to not only 
attain success but sustain this success.

Apple Incorporated (“Apple”) is a multinational technology company that develops 
and sells computer hardware, software and online services. The company 
manufactures iPhone, iPad, Mac PC, Safari, Shazam, iTunes and other successful 
products. The company has a current workforce of 123,000 full-time employees. 
Apple is popular for its success in the tech market. It is the world's largest 
technological company by revenue, and in August 2018, became the first company to 
be valued at over One Trillion US Dollars.

The electronics and technology market within which Apple plays is intensely 
competitive. Many companies such as Nokia, RIM- the producers of blackberry have 
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lost market share and experienced drastic reduction in stock value due to the intense 
competition for market share among participating companies. Apple has been able 
to maintain its upward trajectory by the combination of ingenious business decisions 
and implementation of the right corporate governance principles, most especially as 
it relates to Board oversight and succession.

Board Structure and Composition at Apple

Apple has a Board of Directors composed of eight executive and non-executive 
directors. The directors are elected for renewable one-year tenure and are required to 
be highly qualified, experienced and possess adequate leadership skills. Executive 
Directors are also prohibited from being members of more than two other boards 
besides Apple, in whatever capacity. The US Federal Trade Commission has had to 
intervene to ensure that none of Apple's Directors was simultaneously a director at 
Google, a competing company. The Apple Board delegates its duties to committees 
such as the Audit and Finance Committee, and the Nominating and Governance 
committee which are composed of independent Directors.

Shareholder Engagement

The shareholding structure at Apple facilitates better shareholder engagement as the 
bulk of Apple's shares are owned by shareholders through Mutual Funds and other 
institutional investors while the bulk of the remainder is held by Directors and Top 
Executives. The Institutional investors communicate with the board and management 
through their representatives who are usually knowledgeable about corporate 
governance. The shareholders have through these representatives successfully 
agitated for more transparency on issues like the compensation and remuneration 
schemes of the directors.

Succession

Usually, many companies, including the top and most successful ones, rely heavily on 
the ingenuity and personality of key personnel in the management, especially the 
Chief Executive Officer, the Chief Operating Officer and the Chief Financial Officers to 
pilot the affairs of the company. Due to the overdependence of the company on these 
persons, the resignation, retirement, death or sudden incapacitation of these persons 
usually results in the companies struggling and failing to replicate the performances 
in their absence. Apple has however handled the issue of succession admirably.
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Steve Jobs was generally perceived to be the major brain behind Apple's success. He 
defined the company's culture and was the image of the company. He, along with 
Steve Wozniack founded the company in 1976 but he left the company in 1985 
because of differences with other top executives. He returned as the CEO of the 
company in 1997 and revitalized the company, undertook to earn an annual salary of 
$1, while relying on altered stock options as compensation. In the ensuing years, 
Apple share price increased to $199.99 per share and in 2007 the company made a 
profit of over $1.5 billion. When Jobs re-joined the company, it was $1 billion in debt 
and nearing bankruptcy, but by 2007, the company had an $18 billion surplus and no 
debt. Steve Jobs died in 2011 after a protracted battle against pancreatic cancer.

Sequel to his death, Apple has remained a going 
concern and has not fared badly. In fact, the 
company has become significantly more profitable. 
In the 12 months preceding Job's death, the 
company generated $108 billion in sales and made a 
profit of $25.9 billion. By 2016, exactly five years 
later, the sales had increased to $220 billion and 
profits had almost doubled. How did Apple achieve 
such seamless succession? Years before the death of 
Steve Jobs, Apple had put in motion a well-thought 
out, elaborate succession plan. 

It is however, noteworthy, that although the board already had a succession plan, the 
plan was facilitated by the leaves of absence taken by Steve Jobs. The shareholders 
seeking to protect their investments wrote a proposal demanding that the board 
formulate its succession plan for the position of the CEO. The said succession plan was 
required to be revealed annually in a written report to the shareholders. Two years 
before Steve Jobs' death, Tim Cook was revealed to shareholders as his successor. Tim 
Cook had been the Chief Operating Officer of the company for 14 years and therefore 
knew the ins and outs of the company.

Companies must be proactive in planning succession. The event leading to the 
absence of a long serving CEO or top executive may be sudden and not allow for 
necessary adjustments in the absence of adequate planning. Succession planning is 
important in small private companies because ownership is usually not separated 
from management which makes only an individual or a few persons responsible for 
the continuity of the business. As result, the death of the owner often times makes the 

27

Corporate Governance and Business Growth

Cs

“The event leading to 

the absence of a long 

ser ving CEO or top 

e x e c u t i v e  m a y  b e 

sudden and not allow 

f o r  n e c e s s a r y 

adjustments  in  the 

absence of adequate 

planning.”



death of such companies. Large companies must also carry out effective succession 
planning, especially companies that are managed or led by founders or long- serving 
executives.

13.0� NESTLÉ'S ELABORATE CORPORATE GOVERNANCE ARRANGEMENTS

ABOUT NESTLE

Nestlé S.A. is a Swiss multinational food and beverages conglomerate with 
corporation headquartered in Vevey, Vaud, Switzerland. It is by revenue and size the 
largest food company in the world, with a market capitalisation of roughly US$247 
billion. Formed in 1905, Nestle has thrived for 115 year and has survived some of the 
greatest economic hardships in history. With over 447 factories and operating in 189 
countries, Nestle employs around 339,000. Its products include Milo, Maggi, Nescafe, 
Kitkat, Nido and Golden morn. 

Corporate governance has influenced greatly on how Nestle is run and managed. The 
company commits greatly to global best practices of corporate governance in all 
countries where it has a presence. The corporate governance structures and 
arrangements are documented and they serve as a guide to the Board of Directors in 
discharging its corporate governance responsibilities. 

The Board of Directors is composed of 14 members, all of whom are non-executive 
directiors except the Chief Executive Officer. In addition, with the exception of the 
Chairman, all the Non-executive Directors are independent. Nestlé's Board of 
Directors is highly structured to ensure competence and diversity in age, gender, 
education and qualifications. The Independent directors mostly have degrees in 
Business Administration, Economics, Finance and Law. 

All board members are elected annually and no board member can serve beyond a 12-
year period subject to some exceptions. There is also an age limit of 72 years on all 
board members and they are precluded from holding more than four additional 
mandates in other listed companies or five additional mandates in the case of non-
listed companies. There is a lead independent director who also serves as the Vice-
Chairman and presides over meetings in the absence of the Chairman. He serves as an 
advisor to the Chairman and acts as an intermediary between the Chairman, the Board 
and the Company's stakeholders.
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The Board discharges its duties through a number of committees. These include the 
Committees on Corporate Governance, Compensation, Nomination and 
Sustainability, and Audit, respectively. A record is kept of the number of meetings 
held by each committee and the attendance of each member. In 2019, the Corporate 
Governance Committee met seven times, the Compensation Committee met three 
times and the other two committees met five times each. The plenary board met a 
total of nine times. Also, the independent directors have meetings separate from the 
plenary board meetings. The average attendance of members at all board and board 
committee meetings is recorded at 97%. 

Beyond risk management, the Board of Directors is primarily responsible for the 
ultimate direction of the corporation. The Board also discusses and approves the 
strategic direction of the company in its meetings and carries on oversight of 
management to ensure that this direction is being implemented by the CEO and the 
management team.

In spite of the sophisticated structure of its Board and the competence of its board 
members, Nestle's corporate governance is also supported by various external 
advisory groups who carry out regular evaluation and offer expert opinion. 

Relationship With Stakeholders

One of the ways by which Nestle has distinguished itself is its relationship with 
stakeholders. Having a significant presence in many countries around the world, the 
company has developed a global stakeholder network which assists the company to 
understand the communities in which it operates and acknowledge the contribution 
of all stakeholders to the long-term success of the corporation. 

Shareholders and the financial community, academia, communities, consumers and 
the general public ,customers, employees and their representatives, governments, 
industry and trade associations, intergovernmental organizations, NGOs, reporting 
agencies, suppliers (including farmers and smallholders) are formally recognized by 
Nestle as stakeholders.

Nestle regularly engages with the global stakeholder network through workshops, 
convenings and similar events. Through the constant interaction with stakeholders, 
the company facilitates collective projects, develop human capacity and create 
mutual trust and respect with the community.
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In 2019, some of the Corporate Social Responsibility programs of the company 
included Creating Shared Value (CSV) Forum events and a Nestlé Stakeholder 
Convening in London, which was attended by approximately 70 stakeholders as well 
as Nestlé S.A. CEO Mark Schneider, two members of Nestlé's Executive Board and 15 
employees. Subjects covered included Nutrition in the First 1000 Days of Birth, 
Diversity and Inclusion, and Plastic Packaging. Additionally, two Stakeholder 
Workshops on Responsible Sourcing in November 2019, focusing on forest 
conservation and improving the livelihoods and living income of smallholder 
farmers.

Nestle's culture of continuing engagement with all stakeholders has enabled the 
creation of long term value for the communities they do business in and has led to 
significant sustainable growth for the company.

14.0� CRISIS GOVERNANCE: COVID-19 AS A CASE STUDY

The goal of corporate governance is to protect the investments of shareholders and 
ensure the sustainable growth of the company, long term. This is achievable through 
the practice and application of right corporate governance principles. After the 
collapse of Enron, many companies, investors and regulators sought to establish 
suitable structures capable of identifying wrong actions of management and 
exercising adequate oversight. However, in spite of the sophistication of the 
corporate governance structures of a company and its commitment to implementing 
same, there are supervening events that can severely affect a company and threaten 
its existence. In such situations, it is the role of board's corporate governance to 
adequately plan for these events and help the company navigate these events. The 
COVID-19 pandemic, currently ongoing at the time of writing is one of such 
supervening events. With the economy under recession, movements and gatherings 
restricted, businesses locked down and unemployment at its highest in a long time, 
the role of the board at a time like this is distinct.

Corporate Governance becomes more important during a crisis. Without strategic 
decision making, a company might not survive the hardship of the crisis. The Board of 
Directors as the body primarily responsible for corporate governance of a company 
must be awake to its duties and determine the best path for the company, taking into 
account all factors. 
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The Board of Directors has a duty to exercise 
oversight on the actions of the management. 
Generally, the board must maintain a balance 
between oversight and interference to ensure 
that it does not take over the day to day running 
of the company which is the function of 
management. However, during a crisis situation 
such as the COVID-19 pandemic, there must be a 
reassessment of this balance because boards 
must act quickly and decisively to ensure that the 
company is not severely damaged by the ripple 
effects of the pandemic. 

Therefore, Boards of various companies cannot 
afford to wait until they are informed by 
management of the steps being taken, but must 
always inquire as to same and hold regular 
meetings to deliberate on the best line of action 
to take in the interest of the company. The 
restriction on movement and gatherings makes it 
difficult for Boards to meet, hence, they must rely 
on technological means of discharging their 
duties. Boards should consider the use of board 
portals to ensure that there are no corporate 

governance lapses and to guarantee the protection of sensitive company information 
exchanged among board members.

Reviewing the Priorities of the Board

The priorities of the Board during a crisis must be re-evaluated during a crisis. While 
the long-term sustainability of a company is important and must still be considered in 
making decisions, a short-term strategy must be developed specifically for navigating 
the crisis. The priorities of the board must include health and safety of all employees 
and personnel, business continuity, assessment of likely financial impact of the 
pandemic on the company and the liquidity of the company, increased shareholder 
engagement and communication with regulators. The Board must then take 
necessary steps to ensure the viability of the enterprise.

15.0� TECHNOLOGY AND CORPORATE GOVERNANCE
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Technology is playing an increasingly major role in our lives. Almost every aspects of 
our daily lives is now influenced one way or another by technology and it can also be 
employed as a tool of Corporate Governance. A number of companies have 
embraced technology as a tool of corporate governance and the COVID-19 
pandemic further brought to bear the importance of technology. The major ways by 
which technology can aid corporate governance include Board Portals, Virtual 
Shareholder Engagement, Data Analysis and Automated Board Evaluation:

1. Board Portal

A board portal is software that enables members of Boards of Directors to 
communicate and collaborate electronically with themselves and access company 
information and documents all under a secure process. A board portal can be an in-
house application custom built for a company or a commercial application 
subscribed to by a company. 

The features of a Board Portal which contribute greatly to execution of the board's 
mandate include:

1. Online Communication: This enables the Board to hold meetings, vote, reach 

resolutions and carry out other related board activities at any time and with 

relative ease. With the use of capabilities like video and audio conferencing, 

document sharing, recording and collation of votes, online board activity is 

smoothly carried out.

2. Board Packet and Documents Creation, Modification and Distribution: This 

allows board members and corporate secretaries to create board materials 

and disseminate them to other board members online. These documents can 

be easily reviewed and modified, with the modifications immediately 

distributed.

3. Strict Security: Due to the nature of information employed by boards, security 

and confidentiality are essential. Products such as Zoom have experienced 

problems related to privacy and security. Board portals ensure security 

through the use of two-factor authentication for logins, role-based access to 

information, full encryption etc.
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4. Dashboard featuring Key Performance Indices of the Company: In order to 

enable directors a quick view of the company's key indicators and to keep 

them abreast of changes in these indices, the dashboard which is like an 

introductory page displays the most important information about the 

company. This information includes Net Profit Margin, Share price, Revenue 

growth, operational cash flow etc.

5. Read Receipts: A record of the number of times each material is read by a 

board member is recorded and maintained by board portals.

6. Audit Trail: The activity of users on the board portal is tracked and recorded. 

For example, the record of every member that accessed or downloaded a 

document.

7. User Directory: The portal also contains the contact information of every 

board member and other important company personnel.

2. Shareholder Engagement

Hewlett-Packard, the producers of HP laptops, desktops, printers and other computer 
hardware have embraced technology in their shareholder engagement process.  It 
runs a year-long stockholder outreach program which culminates in its annual 
stockholder meeting, which is conducted virtually through a live webcast and online 
stockholder tools. Although the live webcast is available only to stockholders at the 
time of the meeting, a replay of the meeting is made publicly available on the 
company's investor relations site. Some Nigerian Companies have also embraced the 
use of technology in recent times. United Bank for Africa Plc streamed its Annual 
General Meeting live on YouTube platform allowing its members send their 
comments and contributions to a previously-forwarded email address. 

The different ways in which technology can facilitate shareholder engagement during 
this period as this include:

1. Virtual General Meeting: It is important to note that the Companies and Allied 
Matters Act although silent on the subject of Virtual General Meetings, it does 
not expressly prohibit same. Consequently, the Nigerian Stock Exchange, 
recognizing the importance of continued shareholder engagement during the 
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¹“Building a forward-looking board” Mckinsey Quarterly, February 2014 | Ar�cle
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pandemic, issued a guidance on virtual general meetings prescribing 
guidelines for how they may be conducted. The guidance specifically requires 
that companies include in their Articles of Association, Management Charters 
or similar documents, provisions relating to the holding and running of virtual 
meetings. Virtual Shareholder Meetings enable the members to follow the 
meeting by audio or video, submit questions or contributions and cast their 
votes online.

2. Online Accessibility to Statutory Records and Company Information: 

Companies are statutorily required to keep a number of books including but 

not limited to Register of Members, Register of Substantial interest in shares, 

register of directors and Secretaries. These books are expected to be available 

for inspection but this would be difficult in a lockdown situation. Therefore, 

companies in embracing technology must ensure that all these records are 

available online and are easily accessible by members. The records must be 

constantly updated and relevant questions asked by members as to its 

content must be promptly and adequately answered.

3. Easy Communication of Strategies and Actions of Management: Through the 

use of technology, shareholders can be easily and promptly updated as to the 

plans of the management and board towards managing the company and 

how it affects their investments. 

4. Tracking Investor Activity: Through the virtual platform provided, 

shareholders would be able to track aggregate investor activity and analyze 

the possible effects on stock value and other key indices.

5. Presentation of Annual Reports and Financial Statements: Most companies 

still present their annual reports in flat PDF format or in hard copy, which often 

can be too convoluted and complex for shareholders to understand. 

Technology can aid in presenting this information in an interactive format that 

is easy to comprehend thereby ensuring that the target audience can relate to 

the information.
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6. Record of Transcripts: The transcripts of General Meetings and other 

important meetings can be archived in audio or video format on the platform 

to facilitate better record keeping and for ease of reference for shareholders.

    3. Data Governance

Data governance refers to all the policies and processes by which an organization 

defines, collates, analyses and manages all its data and information. The management 

of data is very important to the running of any business organization and serves as the 

basis for virtually all business decisions including decisions on corporate governance. 

Because of the importance of data, most boards are preoccupied with the analysis of 

past data. 

In a study carried out by Mckinsey and Company in February 2014¹, it was discovered 
that company boards typically spend the bulk of their time- about 70% on reviewing 
past data- including quarterly reports, audit reviews, budgets and compliance, rather 
than on issues most crucial to the future growth and direction of the business. While it 
is important for the board to analyse past data, the board should expend most of its 
time and resources towards the future direction and strategic decision making. 

4. Automated Board Evaluation

In line with the provisions of the Codes of Corporate Governance and international 
best practices, the board of directors is required to carry out evaluation of its self, its 
members and the corporate governance practices of the company at large. This 
evaluation process is to be undertaken annually and once in every three years must be 
carried out or facilitated by an independent outsider. This requirement has seen little 
or no compliance by companies and even less enforcement by regulatory bodies. 
Most boards and regulators have found it difficult to devote their time and resources 
towards this evaluation process and its enforcement.

Technology is capable of simplifying the process of evaluation, making it faster and 
less expensive to undertake this activity on a regular basis. While the use of 
technology as a tool of corporate governance evaluation is a largely automated 
process, it is not entirely devoid of human input.

16.0 THE NIGERIAN STOCK EXCHANGE AND CORPORATE GOVERNANCE

The Nigerian Stock Exchange is a company limited by guarantee licensed under the 
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Investments and Securities Act of 2007 and regulated by the Securities and Exchange 
Commission. The Exchange services the largest economy in Africa by offering listing 
and trading services, licensing services, market data solutions, ancillary technology 
services and more.  
In different countries, all over the world, stock exchanges promote corporate 
governance by prescribing a minimum corporate governance standard for companies 
seeking to be listed on the exchange. For example, in the United States, the New York 
Stock Exchange requires that companies on its listing comply with its corporate 
governance rules. In addition, they are also required to comply with the applicable 
provisions of the Sarbanes-Oxley Act of 2002. Similarly, the Nigerian Stock Exchange 
facilitates corporate governance through its listing rules and by other initiatives such 
as the Corporate Governance Rating System.

CGRS Certification And Corporate Governance Index

The traditional role of Stock Exchange in corporate governance is exercised mainly 
through listing, maintenance, ongoing disclosure and delisting rules and 
requirements. Depending on the type of listing, stock exchanges require companies 
to have some corporate governance structures and practices which serve as part of 
the minimum standard for being listed.

In a bid to encourage better corporate governance among companies listed on the 
exchange, the NSE in collaboration with the Convention for Business Integrity 
launched the Corporate Governance Rating System (CGRS) in 2013. The CGRS rates all 
companies listed on the Main and Premium Boards of the NSE. 

The CGRS is not an entirely new concept. Exchanges in China, South Korea, India and 
South Africa have introduced corporate governance rating systems for rating listed 
companies. 

The objectives of the CGRS include:

· To diagnose the status quo of Corporate Governance in Nigeria;

· To improve Corporate Governance and business culture in Nigeria;

· To provide incentives for companies committed to good Corporate 

Governance; and
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· To raise the attractiveness and competitiveness of Nigerian Companies to 

external capital providers.

The CGRS rates companies based on the quality of their corporate integrity; corporate 

compliance; understanding of fiduciary responsibilities by their directors and their 

corporate reputation.

After the CGRS rating is concluded, companies with a score of 70% and above are 
given the CGRS certification and certifications are also awarded to the Directors of 
those companies. A CGRS certification makes a company eligible to be added to the 
Corporate Governance Index, launched in February, 2018. 

The index has become an important measure of corporate governance standards 
employed by local and foreign investors keen on investing in well governed 
companies. Companies on the index have as a result of the certification increased 
substantially, their access to capital especially from foreign investors.

The benefits of the CGRS and the Corporate Governance Index to individual 
companies and the economy at large are substantial. Some of these benefits include
 

1. Increase the reputation of and attractiveness of companies that meet the 

rating threshold

2. Provide a tool to enable regulators monitor and evaluate the adeherence 

to corporate governance regulations and the impact of corporate 

governance reforms 

3. The development of a tradable CG Index to attract investors that are 

inclined towards corporate social responsibility  

4. Providing valuable information for conducting research in various fields like 

corporate finance, corporate law and corporate governance 

5.  Identifying, pre-empting and preventing undesirable business situations 

by reducing company reputational risk  

6. It is a fundamental requirement for listing on the NSE's Premium Board 

among other criteria.
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EDITORIAL

The importance of corporate governance to the long term 
growth and sustainability of any organization cannot be 
over-emphasized. As discussed in this handbook, without 
the right control systems and governance arrangements, 
decades and centuries of business growth can be undone 
and vast amounts of capital frittered away within a short 
period of time. Conversely, with the right corporate 
governance structures in place, organizations can attract 
substantial investments, build the organization and 
experience lasting success.

However, corporate governance should not be seen as a 
fancy phrase that only applies to big corporations and 
multinationals. Irrespective of the size and nature of the 
business, corporate governance is essential in building and 
maintaining business development and success. Therefore, 
corporate governance is as relevant to a small family 
business as it is to a 200-year old Coca-Cola or Nestle. 

Numerous examples abound in Nigeria and Africa of 
promising entities that could still be in business today had 
the founders thought through corporate governance and 
made adequate succession plans.  It is thus prudent to have 
such culture entrenched from the start of the business.

The concept of corporate governance is just as relevant 
within the government. This is true especially for African 
countries like Nigeria where headship and management of 
government agencies is determined by seniority and 
sentiment as against meritocracy. This approach to 
governance is not only out-dated, it has become 
problematic and suicidal. The Executive, Legislature, 
Judiciary and government agencies can become much 
more efficient and effective if the same principles of 
corporate governance are applied in managing these 
institutions.



ABOUT ABCS

ina Blankson Corporate Solutions (ABCS) is a Asubsidiary of Aina Blankson, LP. It was 
established to meet the business and tax 

advisory, incubation, corporate governance and 
company secretarial needs of corporate organizations 
and especially clients of the Firm. With the growth of 
Aina Blankson and its client portfolio, it became 
imperative to extricate the company secretarial and 
business advisory services from core legal service of 
AB. 

Business priorities differ in relation to various factors 
which include the socio-economic environment and 
the developmental stage of the business. While a 
start-up may prioritize funding and market entry, a 
more established business will prioritize new market 
penetration, change management, innovation and 
corporate governance. Whatever the business stage, 
ABCS will provide strategic support for business.

ABCS Corporate Governance services is targeted 
towards providing top-notch corporate governance 
consultancy to our various clients. Our service 
offerings include corporate governance advisory and 
evaluation, corporate governance culture and 
trainings, obtaining and maintaining CGRS 
certification and using technology as a tool to 
facilitate the corporate governance practices of our 
corporate clients. 
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