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SERIES LIST
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Series 3: Governance Structures and Roles of Shareholders, Directors, and Committees
Series 4: Internal Control, Audit Procedures, and Accountability Mechanisms

Series 5: Ethical Codes and Professional Standards in Corporate Governance

Outline — Series 1: Concepts and Theoretical Framework of Corporate Governance

Since ACC 203 is a 3-unit course, each Series should contain 3 to 5 main Parts. The outline for Series 1 is structured
as follows:

Part 1: Introduction to Corporate Governance**

- 1.1.1 Definition and meaning of corporate governance

- 1.1.2 Importance and relevance in modern organisations
- 1.1.3 Principles underpinning corporate governance

Part 2: Theoretical Framework of Corporate Governance**
- 1.2.1 Agency theory and its implications

- 1.2.2 Stewardship theory and managerial accountability

- 1.2.3 Stakeholder theory and balancing interests

- 1.2.4 Other relevant theoretical perspectives

Part 3: Practice of Corporate Governance**

- 1.3.1 Application of governance principles in organisations
- 1.3.2 Challenges‘in implementing governance frameworks
- 1.3.3 Benefits of effective governance practices

Introduction — Series 1: Concepts and Theoretical Framework of Corporate Governance

**Background**

Imagine a. company where decisions are made without clear accountability, where shareholders are uncertain
about their rights, and where managers act without oversight. Such a company would struggle to survive in today’s
competitive environment. This is why corporate governance is so important: it provides the framework that
ensures fairness, transparency, and responsibility in the way organisations are directed and controlled. In this
Series, you will be introduced to the foundations of corporate governance, which form the bedrock of the entire
course.

**Series aim**
Fw
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The aim of this Series is to equip you with a clear understanding of the meaning, principles, and theoretical
foundations of corporate governance, and to show how these ideas are applied in practice.

**Series synopsis**

We shall commence this Series by defining corporate governance, exploring its importance, and identifying the
principles that underpin it. Next, we will examine the theoretical frameworks that explain corporate governance,
including agency theory, stewardship theory, stakeholder theory, and other perspectives. Finally, we will conclude
by considering how governance principles are applied in organisations, the challenges that arise in
implementation, and the benefits that effective governance can bring.

##Ht Series Learning Outcomes — Series 1: Concepts and Theoretical Framework of Corporate Governance

Upon completing this Series, you should be able to:

SLO 1.1 define corporate governance and explain its meaning in organisational contexts,
SLO 1.2 analyse the importance and relevance of corporate governance in modern organisations,
SLO 1.3 identify and explain the principles that underpin corporate governance,

SLO 1.4 describe agency theory and evaluate its implications for corporate governance,
SLO 1.5 explain stewardship theory and assess its role in managerial accountability,

SLO 1.6 analyse stakeholder theory and discuss how it balances diverse interests,

SLO 1.7 evaluate other theoretical perspectives relevant to corporate governance,

SLO 1.8 apply governance principles to organisational practice,

SLO 1.9 examine challenges in implementing governance frameworks, and

SLO 1.10 assess the benefits of effective governance practices for organisational success.
## 1.1 Introduction To Corporate Governance

### 1.1.1 Definition and meaning of corporate governance

Corporate governance refers to the system of rules, practices, and processes by which a company is directed and
controlled. It establishes the framework for achieving accountability, fairness, and transparency in the relationship
between a company’s management, its board, shareholders, and other stakeholders. In simple terms, corporate
governance ensures that organisations.are run responsibly and ethically, with clear checks and balances in place.
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Corporate Governance Structure

SHAREHOLDERS

Accountabillity O gu— I I _>SHAREHOLDERS

Company Performance

Elect / Remove
Approve Accounts

BOARD OF DIRECTORS

Non-Executive Directors,
Executive Dhairman,
Committees (Audit, Remueration, Nomination)

Delegate Authority / Oversee Report To / Implement Strategy

MANAGEMENT

CEO, CFO, COOS,
Department Heads,
Employees

Source: OER (Open Educational Resource)

Diagram showing the relationship between shareholders, board of directors, and management.
Caption: Figure 1.1 Relationship structure in corporate governance.

Fill in the blank: Corporate governance is the system of , practices, and processes by which a company is
directed and controlled.

### 1.1.2 Importance and relevance in modern organisations

Corporate governance is important because it promotes trust and confidence among investors, protects
shareholder rights, and ensures that organisations operate in a sustainable and ethical manner. In today’s global
business environment, companies that practise good governance are more likely to attract investment, maintain
stability, and achieve long-term success.
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Benefits of Corporate Governance

Enhanced Transparancy & Trust

Improved Decision-Making & Strategy
Reduced Risk & Fraud

Increased Investor Confidence & Value

Source: OER (Open Educational Resource)

Box 1.1 Key benefits of corporate governance
- Enhances investor-confidence

- Promotes accountability and transparency

- Protects shareholderrights

- Supports sustainability and /ethical practices

Fill in the blank: One major benefit of corporate governance is that it enhances confidence.

### 1.1.3 Principles underpinning corporate governance

The principles of corporate governance provide the foundation for its practice. These include accountability,
transparency, fairness, and responsibility. Accountability ensures that managers and directors are answerable for
their actions. Transparency requires openness in communication and disclosure of information. Fairness involves
equitable treatment of all stakeholders. Responsibility emphasises ethical conduct and compliance with laws and
regulations.
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Key Principles of Corporate Governance

Principle Description

1. Fairness Equitaible treatment of all sharshoders,
including minorities.

2. Accountaiblity Timely, accurate disclosue are
responsible for information about the

3. Transparency company performance and operations.

The board provides strategic guidance and
overstiwes management

4. Responsiblity

Source: OER (Open Educational Resource)

Table 1.1 Principles of corporate governance

| Principle | Description |

I I I

| Accountability| Managers and directors are answerable for actions|

| Transparency | Open communication and disclosure of information |
| Fairness | Equitable treatment of all stakeholders |

| Responsibility| Ethical conduct and compliance with regulations |

Fill in the blank: The principle of __ requires openness in communication and disclosure of information.

HiHHHH Pilot questions 1.1
1. Corporate governance refers to:
a) Marketing strategies
b) Rules, practices, and processes for directing a company
c¢) Production planning
d) Human resource allocation

-
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2. Which of the following is a key benefit of corporate governance?
a) Increased secrecy
b) Enhanced investor confidence
c) Reduced accountability
d) Elimination of shareholder rights

3. Which principle of corporate governance ensures equitable treatment of all stakeholders?
a) Accountability
b) Transparency
c) Fairness
d) Responsibility

4. Corporate governance is most relevant in:
a) Informal family businesses only
b) Modern organisations operating in competitive environments
c) Organisations with no shareholders
d) Government departments exclusively

5. The principle of responsibility in corporate governance emphasises:
a) Profit maximisation only
b) Ethical conduct and compliance with laws
c) Avoiding transparency
d) Reducing shareholder involvement
## 1.2 Theoretical Framework Of Corporate Governance

#iH# 1.2.1 Agency theory and its implications

Agency theory explains the relationship between **principals** (shareholders) and **agents** (managers).
Principals expect agents to act in their best interest, but managers may pursue personal goals instead. This creates
what is known as the **agency problem**, where conflicts of interest arise. Corporate governance provides
mechanisms such as monitoring; incentives, and accountability structures to reduce these conflicts.
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Agency Theory in Corporate Governance

PRINCIPALS

GOVERNANCE MECHANISMS
(e.g), Board Oversight, Incentives,
Audits

Sharesholers / Investors

!

Information Assmmerity

CONFLICTS OF INTEREST
(e.g), Misaligned Goals, Effort

Effort Shirking, Perquuite Consumption MANAGEMENT

Management / Executives

Source: OER (Open Educational Resource)

Source: OER (Open Educational Resource)

Diagram showing the relationship between shareholders (principals) and managers (agents), with arrows indicating

potential conflicts.
Caption: Figure 1.2 Agency relationship in corporate governance.

Fill in the blank: Agency theory highlights the conflict between and agents.

##Ht 1.2.2 Stewardship theory and managerial accountability

Stewardship theory presents a more optimistic view of managers. It assumes that managers are **stewards**,
motivated toact in the best interest of shareholders and the organisation. Instead of focusing on control, this
theory emphasises trust, empowerment, and alignment of goals. Corporate governance under stewardship theory
enhcourages collaboration and shared responsibility.
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Key Features of Stiewspahip Theory

* Managers are trustwasty steerds of company assets

* Motivated by non-monetary factors like
responsibility & recognition

* Prioritize organizational success & lon-lorng value creation

Act in the best intersts of the company & sharadhoders

Source: OER (Open Educational Resource)

Box 1.2 Key features of stewardship theory

- Managers act as stewards of organisational resources
- Emphasis on trust and empowerment

- Alignment of managerial and shareholder goals

- Focus on long-term organisational success

Fill in the blank: Stewardship theory assumes that managers act as of organisational resources.

### 1.2.3 Stakeholder theory and balancing interests

Stakeholder theory broadens the scope of corporate governance beyond shareholders. It argues that organisations
must consider the interests of all **stakeholders**, including employees, customers, suppliers, communities, and
regulators. Effective governance requires balancing these diverse interests to achieve sustainable success.

)
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Stakethoker Groups and Their Interests in
Corporate Governance

Stakeroler Group ‘ Primary Interests

Financial returns, share value
growth, transparancy

Shareholders / Investors

Employees Job security, fair compensation,
good working coditions

Customers Quality prodments-lorng contracts,
ethrtices, fair dealings

Source: OER (Open Educational Resource)

Source: OER (Open Educational Resource)

Table 1.2 Examples of stakeholders in corporate governance
| Stakeholder group-|-Interest in the organisation |

| Shareholders ' | Return on investment, wealth maximisation |

| Employees | Job security, fair wages, career development |

| Customers | Quality products, fair pricing, safety |

| Suppliers | Reliable contracts, timely payments |

| Community | Environmental responsibility, social impact |

| Regulators | Compliance with laws and standards |

Fill'in the blank: Stakeholder theory requires organisations to balance the interests of groups.

#### 1.2.4 Other relevant theoretical perspectives
Beyond the main theories, other perspectives also contribute to corporate governance. These include **resource
dependency theory**, which highlights the importance of external resources and relationships, and **transaction

-
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cost theory**, which focuses on minimising costs in organisational exchanges. Each perspective adds depth to our
understanding of governance and provides alternative lenses for analysing organisational behaviour.

Agernpats
Sharesholers / Investors

Stakeshoker
Theory

Corporate
Governance
Theories

Stewardship Stakestoker
Theory Theory

Resource
Dependence

Theory

Source: OER (Open Educational Resource)

Diagram showing multiple theories (agency, stewardship, stakeholder, resource dependency, transaction cost)
connected to corporate governance.
Caption: Figure 1.3 Theoretical perspectives on corporate governance.

Fill in the blank: Resource dependency theory highlights the importance of external and relationships.

HiHHHEH Pilot questions 1.2
1. Agency theory focuses on the relationship between:
a) Shareholders and managers
b) Customers and suppliers
c) Employees and regulators
d) Communities and organisations
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2. Which theory assumes managers act as stewards of organisational resources?
a) Agency theory
b) Stewardship theory
c) Stakeholder theory
d) Transaction cost theory

3. Stakeholder theory requires organisations to:
a) Focus only on shareholder wealth
b) Balance the interests of diverse groups
c) Reduce transaction costs exclusively
d) Empower managers without accountability

4. Resource dependency theory emphasises:
a) Internal control mechanisms
b) External resources and relationships
c) Shareholder rights only
d) Employee empowerment

5. The agency problem arises when:
a) Managers act in the best interest of shareholders
b) Shareholders and managers have conflicting goals
c) Stakeholders collaborate effectively
d) Regulators enforce compliance
## 1.2 Theoretical Framework Of Corporate Governance

### 1.2.1 Agency theory and its implications

Agency theory explains the relationship between **principals** (shareholders) and **agents** (managers).
Principals expect agents to act in their best/interest, but managers may pursue personal goals instead. This creates
what is known as the **agency problem**, where conflicts of interest arise. Corporate governance provides
mechanisms such as monitoring, incentives, and accountability structures to reduce these conflicts.
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Agency Theory in Corporate Governance

PRINCIPALS

Sharesholers / Investors

GOVERNANCE MECHANAISMS
(e.g), Board Oversight,
Incentives, Audits

CONFLICTS OF INTEREST
(e.g), Misaligned Goals,
Effort Shirking,
Perqyuite Consumption

Information Assermerity

MANAGEMENT

Management / Executives

Source: OER (Open Educational Resource)

Diagram showing the relationship between shareholders (principals) and managers (agents), with arrows indicating
potential conflicts.
Caption: Figure 1.2 Agency relationship in corporate governance.

Fill in the blank: Agency theory highlights the conflict between and agents.

#iH# 1.2.2 Stewardship theory and managerial accountability

Stewardship theory presents a more optimistic view of managers. It assumes that managers are **stewards**,
motivated to act in the best interest of shareholders and the organisation. Instead of focusing on control, this
theory.emphasises trust, empowerment, and alignment of goals. Corporate governance under stewardship theory
encourages collaboration and shared responsibility.

[Insert box here]

Box 1.2 Key features of stewardship theory

- Managers act as stewards of organisational resources
- Emphasis on trust and empowerment
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- Alignment of managerial and shareholder goals

- Focus on long-term organisational success

Sample Al prompt: "Create a text box listing four key features of stewardship theory in corporate governance."
Search string: "stewardship theory corporate governance OER"

Fill in the blank: Stewardship theory assumes that managers act as of organisational resources.

##Ht 1.2.3 Stakeholder theory and balancing interests

Stakeholder theory broadens the scope of corporate governance beyond shareholders. It argues that organisations
must consider the interests of all **stakeholders**, including employees, customers, suppliers, communities, and
regulators. Effective governance requires balancing these diverse interests to achieve sustainable success.

Staketlolder Groups and Their Interests in

Corporate Governance

_ Stakeoder Group Primary Intensts
Shareholers Return on investment, wealth maximisation

m Reliable contracts, timely payments

Compliance with laws and standards

Source: OER (Open Educational Resource)
Source: OER (Open Educational Resource)

Table 1.2 Examples of stakeholders in corporate governance
| Stakeholder group | Interest in the organisation
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Fill in the blank: Stakeholder theory requires organisations to balance the interests of groups.

### 1.2.4 Other relevant theoretical perspectives

Beyond the main theories, other perspectives also contribute to corporate governance. These include **resource

dependency theory**, which highlights the importance of external resources and relationships, and **transaction
cost theory**, which focuses on minimising costs in organisational exchanges. Each perspective adds depth to our
understanding of governance and provides alternative lenses for analysing organisational behaviour.

Corporate Governance Theories
A

Agency Theory Stakeholder Theory
Shareshoders / Managers Multiple Groups

Corporate
Governance
Theories

Stewardship Theory Resource Dependence
Trusted Executives External Resources

Institutional Theory

Norms & Regulations

Source: OER (Open Educational Resource)

Diagram showing multiple theories (agency, stewardship, stakeholder, resource dependency, transaction cost)
connected to corporate governance.
Caption: Figure 1.3 Theoretical perspectives on corporate governance.

Fill in the blank: Resource dependency theory highlights the importance of external and relationships.

Pilot questions 1.2
1. Agency theory focuses on the relationship between:
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a) Shareholders and managers

b) Customers and suppliers

c) Employees and regulators

d) Communities and organisations

2. Which theory assumes managers act as stewards of organisational resources?
a) Agency theory
b) Stewardship theory
c) Stakeholder theory
d) Transaction cost theory

3. Stakeholder theory requires organisations to:
a) Focus only on shareholder wealth
b) Balance the interests of diverse groups
¢) Reduce transaction costs exclusively
d) Empower managers without accountability

4. Resource dependency theory emphasises:
a) Internal control mechanisms
b) External resources and relationships
c) Shareholder rights only
d) Employee empowerment

5. The agency problem arises when:
a) Managers act in the best interest of shareholders
b) Shareholders and managers have conflicting goals
c) Stakeholders collaborate effectively
d) Regulators enforce compliance

## 1.3 Practice Of Corporate Governance

#it# 1.3.1 Application of governance principles in organisations

Corporate governance principles are applied in organisations through structures and processes that ensure
accountability, transparency, fairness, and responsibility. For example, boards of directors oversee management
decisions, audit committees monitor financial reporting, and disclosure requirements ensure that stakeholders
receive accurate information. These applications help organisations maintain integrity and build trust with
investors and the public.
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Application of Corporate
Governance Principles

CORPORATE GOVERNANCE
PRINCIPLES

Fairness, Accouttabiity, Transparence, Responsibiity

DISCLOSURE

w AUDIT COMMITTEES PROCESSES

Strategic Direction, Financial Reporting, Timely Information,
Executive Performance, Internal Controls Material Matters,

Risk Management Compliance Stakeloler Communication

Reinforce and Monitor

Source: OER (Open Educational Resource)

Diagram showing governance principles applied through board oversight, audit committees, and disclosure
processes.
Caption: Figure 1.4 Application of governance principles in organisations.

Fill in the blank: Audit committees monitor reporting to ensure accuracy and accountability.

##H# 1.3.2 Challenges in implementing governance frameworks

Despite the importance of corporate governance, organisations often face challenges in implementation. These
include resistance to transparency, conflicts of interest, lack of enforcement of regulations, and cultural
differences in governance practices. Addressing these challenges requires strong leadership, effective policies, and
commitment to ethical standards.
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Challenges in Implementing
Corporate Governance

Resistance to Change from Leadership

Lack of Understanding & Awareness

Balancing Stakeloher Interests

Regulatiory Complexity & Compliance Cost

Source: OER (Open Educational Resource)

Box 1.3 Common challenges in implementing governance frameworks
- Resistance to transparency

- Conflicts of interest

- Weak enforcement of regulations

- Cultural differences in governance practices

Fill in the blank: One common challenge in implementing governance frameworks is to transparency.

#it# 1.3.3 Benefits of effective governance practices

When governance frameworks are effectively implemented, organisations enjoy numerous benefits. These include
improved decision-making, enhanced investor confidence, reduced risk of fraud, and long-term sustainability.
Effective governance also strengthens the reputation of organisations and supports compliance with legal and
ethical standards.
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Benefits of Effective Governance Practices

Improved decision-making Clear acca_unabiility leads
better choices

Investor confidence Transparency attracts and
retains investment

Reduced risk of fraud Strong controls minimime
unhetical behavior

sustainability Ethical practices support onort long—term success =

Source: OER (Open Eucational Resource)

Table 1.3 Benefits of effective governance practices

Fill in the blank:/Effective governance reduces the risk of by ensuring strong controls.

HiHHH#E Pilot questions 1.3
1. Which of the following is a way governance principles are applied in organisations?
a) Board oversight of management decisions
b) Ignoring disclosure requirements
c) Eliminating audit committees
d) Avoiding accountability structures

2. A common challenge in implementing governance frameworks is:
a) Strong enforcement of regulations
b) Resistance to transparency
c) Clear accountability
d) Effective leadership
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3. Which benefit of effective governance practices enhances investor confidence?
a) Weak enforcement of regulations
b) Transparency and disclosure
c) Cultural differences
d) Conflicts of interest

4. Effective governance reduces the risk of:
a) Fraud
b) Transparency
¢) Accountability
d) Sustainability

5. Which of the following is a long-term benefit of effective governance practices?
a) Short-term profit maximisation only
b) Sustainability and ethical success
c) Avoidance of compliance with laws
d) Reduction of shareholder involvement

Series summary — Series 1: Concepts and Theoretical Framework of Corporate Governance

This Series introduced you to the foundations of corporate governance, highlighting its purpose and relevance in
ensuring accountability, transparency, fairness; and responsibility within organisations. We began by defining
corporate governance and examining its importance in modern business, before moving on to the theoretical
frameworks that explain how governance operates, including agency, stewardship, and stakeholder theories, as
well as other perspectives. We concluded by exploring how governance principles are applied in practice, the
challenges organisations face in implementation, and the benefits that effective governance brings.

By engaging with this Series, you should now be able to define corporate governance, explain its principles, analyse
key theories, and apply these ideas to organisational practice. You should also be able to evaluate challenges and
assess the benefits of effective governance; as outlined in the Series Learning Outcomes (SLOs). This knowledge
provides a strong foundation for the subsequent Series, where we will examine codes of corporate governance at
both national and international levels.

Glossary — Series 1:.Concepts and Theoretical Framework of Corporate Governance

**Corporate governance**: The system of rules, practices, and processes by which a company is directed and
controlled, ensuring accountability, fairness, and transparency.

**Accountability**: The principle that managers and directors are answerable for their actions and decisions to
stakeholders.

**Transparency**: The practice of openness in communication and disclosure of information to stakeholders.

**Fairness**: The equitable treatment of all stakeholders, ensuring that no group is unduly favoured or
disadvantaged.

**Responsibility**: The obligation of managers and directors to act ethically and comply with laws and
regulations.
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**Agency theory**: A theoretical framework that explains the relationship between shareholders (principals) and
managers (agents), highlighting conflicts of interest known as the agency problem.

**Agency problem**: The conflict that arises when managers pursue personal goals rather than acting in the best
interest of shareholders.

**Stewardship theory**: A perspective that assumes managers act as stewards, motivated to protect and grow
organisational resources in alignment with shareholder interests.

**Stakeholder theory**: A framework that emphasises the need to balance the interests of all stakeholders,
including employees, customers, suppliers, communities, and regulators.

**Resource dependency theory**: A perspective that highlights the importance of external resources and
relationships in shaping organisational behaviour and governance.

**Transaction cost theory**: A framework that focuses on minimising costs in organisational exchanges and
decision-making processes.

#itH# Concept Check Questions — Series 1

**Qbjective questions**
1. Corporate governance refers to the system of
and controlled. (Linked to SLO 1.1)
2. Which principle of corporate governance requires openness in communication and disclosure of information?
a) Accountability
b) Transparency
c) Fairness
d) Responsibility (Linked to SLO 1.3)
3. Agency theory highlights the conflict between and agents. (Linked to SLO 1.4)
4. Which theory assumes managers act as stewards of organisational resources?
a) Agency theory
b) Stewardship theory
c) Stakeholder theory
d) Transaction cost theory (Linked to SLO 1.5)
5. Effective governance reduces the risk of by ensuring strong controls. (Linked to SLO 1.10)

, practices, and processes by which a company is directed

**Short-answer questions**

6. Explain one benefit of effective corporate governance for modern organisations. (Linked to SLO 1.2, 1.10)
7. Identify two stakeholder groups and describe their interests in corporate governance. (Linked to SLO 1.6)
8. State one challenge organisations face when implementing governance frameworks. (Linked to SLO 1.9)
9. Describe the agency problem in one sentence. (Linked to SLO 1.4)

10. What does stewardship theory emphasise about managerial accountability? (Linked to SLO 1.5)

**|ong-answer questions**

11. Analyse the importance of corporate governance principles such as accountability, transparency, fairness, and
responsibility, and explain how they contribute to organisational success. (Linked to SLO 1.3, 1.8, 1.10)

12. Evaluate stakeholder theory by discussing how organisations can balance diverse stakeholder interests while
maintaining profitability. (Linked to SLO 1.6, 1.7)

13. Assess the challenges organisations face in implementing governance frameworks and propose strategies to
overcome them. (Linked to SLO 1.9)
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#it## Answers to Concept Check Questions — Series 1

**Qbjective questions**

1. Rules (Linked to SLO 1.1)

2. Transparency (Linked to SLO 1.3)

3. Principals (shareholders) (Linked to SLO 1.4)
4. Stewardship theory (Linked to SLO 1.5)

5. Fraud (Linked to SLO 1.10)

**Short-answer questions**

6. One benefit is enhanced investor confidence, as transparency and accountability attract investment. (Linked to
SLO 1.2, 1.10)

7. Example: Employees seek fair wages and job security; customers expect quality products and fair pricing. (Linked
to SLO 1.6)

8. Resistance to transparency is a common challenge. (Linked to SLO 1.9)

9. The agency problem occurs when managers pursue personal goals instead of shareholder interests. (Linked to
SLO 1.4)

10. Stewardship theory emphasises that managers act as stewards, motivated to protect organisational resources
and align with shareholder goals. (Linked to SLO 1.5)

**Long-answer questions**
11. *Basic response*: Accountability ensures managers are answerable, transparency promotes openness, fairness
guarantees equitable treatment, and responsibility enforces ethical conduct. Together, these principles build trust
and support organisational success.

*Value-added response*: Outstanding learners:may connect these principles to real-world examples, such as
how transparency in financial reporting reduces investor risk, or how fairness in stakeholder treatment enhances
corporate reputation.

12. *Basic response*: Stakeholder theory requires organisations to balance interests of shareholders, employees,
customers, suppliers, and communities, ensuring sustainability while maintaining profitability.

*Value-added response*: Outstanding learners may discuss practical strategies, such as corporate social
responsibility programmes or stakeholderengagement policies, and evaluate their impact on long-term
profitability.

13. *Basic response*: Challenges include resistance to transparency, conflicts of interest, and weak enforcement of

regulations. Strategies include stronger leadership, clear policies, and adherence to ethical standards.
*Value-added response*: Outstanding learners may propose advanced solutions, such as adopting international

governance codes, leveraging technology for compliance monitoring, or embedding governance culture through

training and incentives.

Answers to Pilot Questions — Series 1

**Pilot questions 1.1 (Introduction to Corporate Governance)**

1. b) Rules, practices, and processes for directing a company

2.'b) Enhanced investor confidence

3. c) Fairness

4. b) Modern organisations operating in competitive environments
5. b) Ethical conduct and compliance with laws

**Pijlot questions 1.2 (Theoretical Framework of Corporate Governance)**
1. a) Shareholders and managers
£
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2. b) Stewardship theory

3. b) Balance the interests of diverse groups

4. b) External resources and relationships

5. b) Shareholders and managers have conflicting goals

**Ppilot questions 1.3 (Practice of Corporate Governance)**
1. a) Board oversight of management decisions

2. b) Resistance to transparency

3. b) Transparency and disclosure

4. a) Fraud

5. b) Sustainability and ethical success

H### References and Attributions — Series 1

Figures, tables, and boxes included in this Series were either suggested as Al-generated illustrations orsourced
from open educational resources (OERs). Where Al generation was proposed, the prompts and platforms have
been noted.

**Figures**

Figure 1.1 Relationship structure in corporate governance.

- Suggested Al prompt: "Generate a simple organisational diagram showing'shareholders at the top, board of
directors in the middle, and management at the bottom, with arrows indicating accountability."

- Source suggestion: "corporate governance organisational structure diagram OER"

Figure 1.2 Agency relationship in corporate governance.

- Suggested Al prompt: "Generate a diagram showing shareholders as principals and managers as agents, with
arrows indicating conflicts of interest and governance mechanisms."

- Source suggestion: "agency theory corporate governance diagram OER"

Figure 1.3 Theoretical perspectives on corporate governance.

- Suggested Al prompt: "Generate a-diagram showing different theories connected to corporate governance in a
central hub format."

- Source suggestion: "corporate governance theories diagram OER"

Figure 1.4 Application of governance principles in organisations.

- Suggested Al prompt: "Generate a diagram showing governance principles applied through board oversight, audit
committees, and disclosure processes."

- Source suggestion: "application of corporate governance principles diagram OER"

**Tables**

Table 1.1 Principles of corporate governance.

- Suggested Al prompt: "Generate a table with four rows listing principles of corporate governance and their
descriptions."

- Source suggestion: "principles of corporate governance table OER"

Table 1.2 Examples of stakeholders in corporate governance.
- Suggested Al prompt: "Generate a table listing stakeholder groups and their interests in corporate governance.'
- Source suggestion: "stakeholder theory corporate governance table OER"

Table 1.3 Benefits of effective governance practices.
- Suggested Al prompt: "Generate a table listing four benefits of effective governance practices with
descriptions."

)
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- Source suggestion: "benefits of corporate governance OER"

**Boxes**

Box 1.1 Key benefits of corporate governance.

- Suggested Al prompt: "Create a text box listing four key benefits of corporate governance in bullet points."
- Source suggestion: "benefits of corporate governance OER"

Box 1.2 Key features of stewardship theory.

- Suggested Al prompt: "Create a text box listing four key features of stewardship theory in corporate
governance."

- Source suggestion: "stewardship theory corporate governance OER"

Box 1.3 Common challenges in implementing governance frameworks.

- Suggested Al prompt: "Create a text box listing four common challenges in implementing governance
frameworks."

- Source suggestion: "challenges in corporate governance OER"

**General references**

- Tricker, B. (2019). *Corporate Governance: Principles, Policies, and Practices* (4th ed.). Oxford University Press.
- Mallin, C. A. (2019). *Corporate Governance* (6th ed.). Oxford University Press.

- Solomon, J. (2020). *Corporate Governance and Accountability®* (5th ed.). Wiley:

- OECD (2015). *G20/OECD Principles of Corporate Governance®. Organisation for Economic Co-operation and
Development.

All references and attributions are provided in APA style. Al-generated illustrations are noted with their prompts,
while OER search strings are included to guide sourcing of open educational resources.

COURSE CODE:ACC 203
COURSE TITLE: Corporate Governance and Accounting Ethics
COURSE UNIT LOAD:(3 Units C: LH 30)

SERIES LIST

Series 1: Concepts-and Theoretical Framework of Corporate Governance

Series 2: Codes of Corporate Governance — National and International Perspectives

Series 3: Governance Structures and Roles of Shareholders, Directors, and Committees

Series 4: Internal Control, Audit Procedures, and Accountability Mechanisms

Series 5: Ethical Codes and Professional Standards in Corporate Governance

Outline — Series 1: Concepts and Theoretical Framework of Corporate Governance
Series 2: Codes of Corporate Governance — National and International Perspectives

Main Parts and Sub-Parts

2.1 National codes of corporate governance
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2.1.1 Historical development of national codes
2.1.2 Key features of Nigerian corporate governance codes
2.1.3 Implementation and compliance challenges

2.2 International codes of corporate governance
2.2.1 OECD principles of corporate governance
2.2.2 UK Corporate Governance Code
2.2.3 Other notable international frameworks (e.g., US, South Africa)

2.3 Comparative analysis of national and international codes
2.3.1 Similarities and differences in principles
2.3.2 Lessons for Nigerian organisations from international practice
2.3.3 Case examples of cross-border governance application

2.4 Emerging trends and reforms in governance codes
2.4.1 Globalisation and harmonisation of governance standards
2.4.2 Digitalisation and governance codes
2.4.3 Future directions for corporate governance codes

Introduction — Series 2: Codes of Corporate Governance — National and International Perspectives

In the last Series, we explored the concepts and theoreticalframeworks that underpin corporate governance,
laying a strong foundation for understanding how organisations are directed and controlled. Building on that
knowledge, this Series turns to the practical dimension of governance by examining the codes that guide corporate
behaviour both nationally and internationally. These codes are essential because they provide structured
standards that organisations must follow to ensure accountability, transparency, and ethical conduct.

The aim of this Series is to familiarise yowwith the major national and international codes of corporate
governance, and to equip you with the ability.to compare, evaluate, and apply these frameworks in organisational
contexts.

We shall commence this Series by studying national codes of corporate governance, with particular attention to
their historical development, key features, and compliance challenges. Next, we will explore international codes,
including the OECD principles, the UK Corporate Governance Code, and other notable frameworks. Following that,
we will engage in a.comparative analysis of national and international codes, identifying similarities, differences,
and lessons for Nigerian organisations. Finally, we will wrap up by considering emerging trends and reforms in
governance codes, such as globalisation, digitalisation, and future directions for harmonising standards.

Series Learning Outcomes = Series 2: Codes of Corporate Governance — National and International Perspectives
Upon completing this Series, you should be able to:

SLO 2.1 describe the historical development of national corporate governance codes,

SLO 2.2 explain the key features of Nigerian corporate governance codes,

SLO 2.3 analyse the challenges organisations face in implementing and complying with national codes,
SLO 2.4 explain the OECD principles of corporate governance,

SLO 2.5 describe the main provisions of the UK Corporate Governance Code,

SLO 2.6 identify and summarise other notable international governance frameworks,

SLO 2.7 compare national and international codes by highlighting similarities and differences in principles,
SLO 2.8 evaluate lessons Nigerian organisations can learn from international governance practices,

SLO 2.9 apply insights from cross-border governance examples to organisational contexts,
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SLO 2.10 analyse emerging trends such as globalisation and harmonisation of governance standards,
SLO 2.11 evaluate the impact of digitalisation on governance codes, and

SLO 2.12 assess possible future directions for corporate governance codes.

## 2.1 National Codes Of Corporate Governance

#i# 2.1.1 Historical development of national codes

National codes of corporate governance emerged as a response to corporate scandals, weak accountability, and
the need to protect investors. These codes provide structured guidelines for how companies should be-managed
and controlled. In Nigeria, the evolution of governance codes reflects efforts to strengthen transparency and
accountability in both public and private organisations. Over time, reforms have been introduced to-align with
global standards while addressing local challenges.

Evolution of Corporate
Governance Codes in Nigeria

From Early Reforms to Recent Updates

2003:
SEC Code

2011: 202x: Recent
FRC Code Updates

1990s: Early
Reforms

Ongoing revisions,
digital
governance,
sustainabiity (ESG)
(ESG) focus

Cadbury Report
(1992) influence,
focus on

board structure.

Securtties & Exchange)
Commission Code,
= | code, response to

financial crisies.

Financial Reporting
Council Code,

= | harmonassion efforts,=»
principles-based,
"apply or explain”

Source: OER (Open Educational Resource)

Diagram showing the timeline of corporate governance code development in Nigeria.
Caption: Figure 2.1 Historical development of Nigerian corporate governance codes.

Fill in the blank: National codes of corporate governance were developed as a response to corporate and
weak accountability.
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#iHt 2.1.2 Key features of Nigerian corporate governance codes

The Nigerian codes of corporate governance emphasise principles such as board independence, shareholder rights,
disclosure requirements, and ethical conduct. **Board independence** means that directors should act without
undue influence from management. **Disclosure requirements** ensure that organisations provide accurate and
timely information to stakeholders. These features are designed to promote trust, accountability, and sustainable
growth in Nigerian organisations.

Key Features of Nigeriate
Governance Codes

e [ o

Directors act without undue
influence from
management

Board Independence

Sharehohler Rights Accurate and timely information for
for stakededrs

’ Complaince with laws and promotion
Ethical Conduct of intpegrity

Source: OER (Open Educational Resource)

Table 2.1 Key features of Nigerian corporate governance codes

Fill in the blank: One key feature of Nigerian corporate governance codes is independence.
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2.1.3 Implementation and compliance challenges

Despite the existence of governance codes, organisations often face challenges in implementation. These include
lack of awareness, weak enforcement mechanisms, cultural resistance, and limited resources. For example, some
companies may struggle to maintain independent boards due to family ownership structures. Addressing these
challenges requires stronger regulatory oversight, capacity building, and commitment to ethical practices.

Challenges in Implementing Nigerian
Corporate Governance Codes

Cultural Resistance & Traditional Practices
Enforcement & Regulatory Overisight Gaps
Lack of Awareness & Capacity

Political Intereffence & Corruption

Source: OER (Open Educational Resource)

Box 2.1 Common challenges in implementing Nigerian corporate governance codes
- Lack of awareness among organisations

- Weak enforcement mechanisms

- Cultural resistance to governance reforms

-Limited resources for compliance

Fill in'the blank: A common challenge in implementing Nigerian corporate governance codes is weak
mechanisms.
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Pilot questions 2.1
1. National codes of corporate governance were developed mainly to:
a) Increase marketing strategies
b) Address corporate scandals and accountability issues
c) Reduce production costs
d) Eliminate shareholder involvement

2. Which of the following is a key feature of Nigerian corporate governance codes?
a) Board independence
b) Reduced disclosure requirements
c) Elimination of shareholder rights
d) Avoidance of ethical conduct

3. Disclosure requirements in Nigerian corporate governance codes ensure:
a) Secrecy of company operations
b) Accurate and timely information for stakeholders
c) Elimination of board oversight
d) Reduced accountability

4. One common challenge in implementing Nigerian corporate governancecodes is:
a) Strong enforcement mechanisms
b) Cultural resistance
c) Increased awareness among organisations
d) Adequate resources for compliance

5. Board independence in Nigerian corporate governance codes means:
a) Directors act without undue influence from management
b) Directors avoid accountability
c) Shareholders lose voting rights
d) Organisations reduce transparency.
## 2.3 Comparative Analysis Of National And International Codes

##Ht 2.3.1 Similarities and differences in principles

National and international codes of corporate governance share common principles such as accountability,
transparency, fairness, and responsibility. These similarities reflect the universal need for ethical and effective
corporate practices. However, differences arise due to cultural, legal, and economic contexts. For example, while
Nigerian codes emphasise compliance with local regulatory frameworks, international codes such as the OECD
principles focus on global standards and cross-border applicability.
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Comparison of Nigerian vs. International
Corporate Governance Codes

National Codes International Codes
(Nigeria) (OECD, UK, etc.)
.1: Emphasis on regulatory Emphasis of global

Accountabll'ty compliance best practices

Disclosure requirements tailored Broad disclosure aligned
Transparency to local laws with international norms
Transparency Disclosure shaulender Broad disclosure stakester

rights interets
Fairness Rrotection of sharehoder Protection <_Jf diverse

rights stakehoter interests
Responsibility Ethical conduct within Ethical conduct with global

Nigerian context sustainability focus

Source: OER (Open Educational Resource)

Table 2.3 Similarities and differences between national and international codes

Fill in the blank:/Both national and international codes share common principles such as accountability,
transparency, , and responsibility.

##Ht 2.3.2 Lessons for Nigerian organisations from international practice

International codes provide valuable lessons for Nigerian organisations. For instance, the UK’s “comply or explain”
principle encourages flexibility while maintaining transparency, and South Africa’s King Reports highlight the
importance of integrated reporting. Nigerian organisations can adopt these practices to strengthen governance
structures, improve stakeholder engagement, and enhance global competitiveness.
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Lessons for Nigerian Organisations from
International Corporate Governance Code$

* Enhance Board Diversity & Independence

» Adopt Broader Stakekoser Focus (eep., ESQG)

» Strengthen Digital & Cyber Governance Culture
* Promote Proactive Risk Management Culture

Source: OER (Open Educational Resource)

Box 2.3 Lessons Nigerian organisations can learn from international codes
- Flexibility through-“comply or explain”

- Integrated reporting for sustainability

- Stronger stakeholderinclusivity

- Adoption of global best practices

Fill in the blank: The UK’s “comply or explain” principle encourages while maintaining transparency.

### 2.3.3 Case examples of cross-border governance application

Cross-border governance cases illustrate how organisations adapt codes to operate in multiple jurisdictions. For
example, multinational companies listed in Nigeria and abroad must comply with both Nigerian codes and
international frameworks such as the OECD principles. This dual compliance ensures credibility with local
regulators and international investors. Such cases demonstrate the importance of harmonising governance
practices to meet diverse expectations.

)
She-o) LA-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



Cross-Border Corporaate
for Mulntan inal Companies

" )
Nigerian Corporate International
Governance Codes Shared Governance Frameworks
(FRC, SEC, etc.) Governance (OEED, UK Code, etc.)

* Local Laws & Regulations Principles « Global Best Practices
 Context-Specific Guidelines « Transparency * Investor Expectations
» Domestic Stakekater Focus » Accoualbliity ) o
« Responsiblity * Universal Principles
» ESG Considrations
\_ Integrated Compliance J

L

Multianatonal Companies
Operate Here

Source: OER (Open Educational Resource)

Diagram showing cross-border governance application with Nigerian codes and international frameworks
overlapping.
Caption: Figure 2.3 Cross-border governance application.

Fill in the'blank: Multinational companies listed in Nigeria and abroad must comply with both Nigerian codes and
framewaorks.

Pilot questions 2.3
1. Which principle is common to both national and international governance codes?
a) Accountability
b) Secrecy
c) Profit maximisation only
d) Reduced transparency

2. Nigerian codes emphasise compliance with:
a) Global sustainability standards
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b) Local regulatory frameworks
c) International investor demands
d) Cross-border trade agreements

3. The UK’s “comply or explain” principle promotes:
a) Rigidity in governance
b) Flexibility with transparency
c) Elimination of disclosure requirements
d) Reduced accountability

4. South Africa’s King Reports highlight the importance of:
a) Integrated reporting and inclusivity
b) Financial secrecy
c) Shareholder exclusion
d) Avoidance of sustainability

5. Multinational companies must comply with both Nigerian codes and:
a) International frameworks
b) Local customs only
¢) Reduced governance standards
d) Shareholder secrecy
## 2.4 Emerging Trends And Reforms In Governance Codes

### 2.4.1 Globalisation and harmonisation of governance standards

Globalisation has increased the need for harmonised governance standards across countries. Organisations
operating internationally must align with both local and global codes to maintain credibility and attract
investment. Harmonisation helps reduce conflicts. between national and international requirements, making
governance more consistent and effective.
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Harmonisation of Global Governance Standards

International Frameworks
National Governance Framewarks Industry-Specific
Codes (e.g. OEED Principles, Regulations
(e.g, Nigerian FRC, UK Code, G20/FSB, UN (e.g. Financial Sector,
US Sarban-Oxley) Guiding Principles Tech, Extractive

Global Convergence towards
Harmonaised Standards:

« Integrated Reporting (eg. IFRS, SASB)
 ESG Standards
* Cross-Border Compliance
Unified Ethical Frameworks

Benefits:
* Investor Confidency
Enhanced Transparency
Sustainable Practices

Source: OER (Open Educational Resource)

Diagram showing harmonisation of governance standards across countries.
Caption: Figure 2.4 Harmonisation of. governance standards.

Fill in the blank:'Harmonisation of governance standards helps reduce conflicts between national and __
requirements.

2.4.2 Digitalisation and governance codes

Digitalisation is reshaping corporate governance by introducing new tools for transparency, accountability, and
compliance. Technologies such as blockchain, artificial intelligence, and big data analytics are being integrated into
governance frameworks. These tools improve monitoring, enhance disclosure, and reduce fraud. Digitalisation also
raises new challenges, such as cybersecurity risks and data privacy concerns, which governance codes must
address.
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Impact of Digitalisation on
Corporate Governance Codes

» Enhanced Data Transparancy & Reporting
* Increased Cyber Security & Data Protection Focus
 Digital Shareshoder Engagement & E-Voting
* Al & Analytics for Risk Overisight &
Compliance

Source: OER (Open Educational Resource)

Box 2.4 Impact of digitalisation on governance codes
- Enhanced transparency through digital reporting

- Improved accountability with real-time monitoring
- Reduced fraud via blockchain applications

- New challenges'in cybersecurity and data privacy

Fill in the blank: Digitalisation introduces new challenges such as cybersecurity risks and privacy concerns.

2.4.3 Future directions for corporate governance codes

The future of governance codes points towards greater integration of sustainability, ethics, and stakeholder
inclusivity. Codes are expected to evolve to address environmental, social, and governance (ESG) issues, ensuring
that organisations contribute positively to society. There will also be stronger emphasis on adaptability, allowing
codes to respond quickly to emerging risks and global changes.
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Future Directions for
Corporate

Governance Codes

Key Trends & Focus Areas

Future Direction Description

Integration of ESG principles into
governance codes

Sustainability

: Stronger emphasis of ethical

Ethics conduct and integrity

Stakeloler Inclusivity Greater recggntlon of diverse
stakehoder interests

Flexibiity to respond of emerging

risks risks and global shifts

Adatipbility

Source: OER (Open Ecucational Resource)

Table 2.4 Future directions for corporate governance codes

Fill in the blank:/Future governance codes are expected to integrate environmental, social, and issues.

Pilot questions 2.4
1. Globalisation hasincreased the need for:
a) Harmonised governance standards
b) Reduced transparency
c) Elimination of international codes
d) Avoidance of accountability

2. Which technology can reduce fraud in governance frameworks?
a) Blockchain
b) Typewriters
¢) Manual filing systems
d) Paper ledgers
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3. Digitalisation introduces new challenges such as:
a) Cybersecurity risks and data privacy concerns
b) Reduced transparency
c) Elimination of disclosure requirements
d) Avoidance of accountability

4. Future governance codes are expected to integrate:
a) ESG principles
b) Secrecy and reduced accountability
¢) Elimination of stakeholder interests
d) Short-term profit maximisation only

5. Adaptability in future governance codes means:
a) Flexibility to respond to emerging risks and global changes
b) Rigidity in governance practices
c) Avoidance of sustainability issues
d) Elimination of ethical conduct

Series summary — Series 2: Codes of Corporate Governance — National andnternational Perspectives

This Series examined the role of governance codesin shaping organisational behaviour, highlighting their
importance in promoting accountability, transparency, and ethical conduct. We began with national codes, tracing
their historical development and identifying key features of Nigerian frameworks, before considering the
challenges organisations face in implementation. We then moved on to international codes, focusing on the OECD
principles, the UK Corporate Governance Code, and other notable frameworks such as the US Sarbanes-Oxley Act
and South Africa’s King Reports. Following that, we compared national and international codes, drawing lessons
for Nigerian organisations and exploring case examples of cross-border governance. Finally, we addressed
emerging trends and reforms, including globalisation, digitalisation, and future directions for governance codes.

By engaging with this Series, you should now be able to describe national codes and their development, explain
the features of Nigerian governance frameworks, and analyse compliance challenges. You should also be able to
explain and evaluate international codes, compare them with national frameworks, and apply lessons to
organisational contexts. In addition, youshould be able to analyse emerging trends such as harmonisation and
digitalisation, and assess future directions for governance codes. These outcomes, as outlined in the Series
Learning Outcomes (SLOs), provide you with the skills to critically evaluate governance codes and apply them in
both national and international settings.

#iHt# Glossary — Series 2: Codes of Corporate Governance — National and International Perspectives

**National codes of corporate governance**: Structured guidelines developed within a country to regulate how
organisations are directed and controlled, ensuring accountability and transparency.

**QECD principles of corporate governance**: Internationally recognised standards that promote transparency,
accountability, efficiency, and equitable treatment of shareholders and stakeholders.

**UK Corporate Governance Code**: A framework emphasising leadership, accountability, remuneration, and
stakeholder engagement, distinguished by its “comply or explain” principle.

**Comply or explain principle**: A governance approach that requires companies either to comply with code
provisions or explain why they have chosen not to, thereby promoting flexibility and transparency.
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**Sarbanes-Oxley Act (SOX)**: A United States law focusing on financial reporting, accountability, and internal
controls to prevent corporate fraud.

**King Reports**: South African governance frameworks that emphasise integrated reporting, sustainability, and
stakeholder inclusivity.

**Board independence**: The principle that directors should act without undue influence from management,
ensuring objective oversight.

**Disclosure requirements**: Obligations for organisations to provide accurate, timely, and transparent
information to stakeholders.

**Integrated reporting®*: A governance practice that combines financial and non-financial information,
highlighting sustainability and long-term value creation.

**Globalisation of governance standards**: The trend towards harmonising national and international codes to
reduce conflicts and promote consistency across borders.

**Digitalisation in governance**: The use of technologies such as blockchain; artificial intelligence, and big data
analytics to enhance transparency, accountability, and compliance.

**ESG principles**: Environmental, social, and governance standards integrated into corporate governance codes
to ensure ethical and sustainable organisational practices.
#itH# Concept Check Questions — Series 2

**Qbjective questions**
1. National codes of corporate governance in Nigeria were developed primarily to address . (Linked to SLO
2.1)
2. Which principle is unique to the UK Corporate Governance Code?
a) Accountability
b) Transparency
c) “Comply or explain”
d) Stakeholder inclusivity (Linked to SLO 2.5)
3. The OECD principles‘of corporate governance are designed to promote:
a) Secrecy and reduced accountability
b) Transparency, accountability, and efficiency
¢) Elimination of shareholder rights
d) Reduced board effectiveness (Linked to SLO 2.4)
4. The Sarbanes-Oxley Act focuses primarily on reporting and accountability. (Linked to SLO 2.6)
5. Future governance codes are expected to integrate environmental, social, and issues. (Linked to SLO
2.12)

**Short-answer questions**

6. Explain one key feature of Nigerian corporate governance codes. (Linked to SLO 2.2)

7. ldentify one challenge organisations face in implementing national codes. (Linked to SLO 2.3)

8. Describe the “comply or explain” principle in the UK Corporate Governance Code. (Linked to SLO 2.5)

9. State one lesson Nigerian organisations can learn from international governance practices. (Linked to SLO 2.8)
10. Mention one impact of digitalisation on governance codes. (Linked to SLO 2.11)

**Long-answer questions**
r.-j
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11. Analyse the similarities and differences between Nigerian national codes and international governance codes,
and explain why these matter for organisations. (Linked to SLO 2.7)

12. Evaluate the lessons Nigerian organisations can learn from international frameworks such as the UK Code and
King Reports, and discuss how these lessons can be applied locally. (Linked to SLO 2.8, 2.9)

13. Assess the emerging trends in governance codes, including globalisation and digitalisation, and propose how
organisations should prepare for future reforms. (Linked to SLO 2.10, 2.11, 2.12)

#i#t## Answers to Concept Check Questions — Series 2

**Objective questions**

1. Corporate scandals and weak accountability (Linked to SLO 2.1)
2. “Comply or explain” (Linked to SLO 2.5)

3. Transparency, accountability, and efficiency (Linked to SLO 2.4)
4. Financial (Linked to SLO 2.6)

5. Governance (Linked to SLO 2.12)

**Short-answer questions**

6. Board independence, which ensures directors act without undue influence from management. (Linked to SLO
2.2)

7. Weak enforcement mechanisms. (Linked to SLO 2:.3)

8. It requires companies either to comply with.the Code’s provisions or explain why they have chosen not to.
(Linked to SLO 2.5)

9. Flexibility through the “comply or explain” principle. (Linked to SLO 2.8)

10. Enhanced transparency through digital reporting. (Linked to SLO 2.11)

**Long-answer questions**

11. *Basic response*: Nigerian codes emphasise compliance with local regulations, while international codes

emphasise global best practices. Bothshare principles such as accountability and transparency.
*Value-added response*: Qutstanding learners may discuss how these differences affect multinational

companies, highlighting the need for harmaonisation to attract global investors.

12. *Basic response®*: Nigerian organisations can learn flexibility from the UK’s “comply or explain” principle and
inclusivity from South Africa’s King Reports.

*Value-added response*: Outstanding learners may propose practical applications, such as adopting integrated
reporting to enhance sustainability and stakeholder trust.

13. *Basic response*: Emerging trends include harmonisation of standards, digitalisation, and integration of ESG

principles. Organisations should prepare by strengthening compliance and adopting new technologies.
*Value-added response*: Qutstanding learners may suggest proactive strategies, such as investing in

cybersecurity, embedding ESG into governance culture, and aligning with international reforms to remain

competitive.

###H# Answers to Pilot Questions — Series 2

**Pilot questions 2.1 (National codes of corporate governance)**
1. b) Address corporate scandals and accountability issues

2. a) Board independence

3. b) Accurate and timely information for stakeholders

4. b) Cultural resistance

5. a) Directors act without undue influence from management
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**Pilot questions 2.2 (International codes of corporate governance)**
1. b) Promote transparency, accountability, and efficiency

2. c) “Comply or explain”

3. b) Financial reporting and accountability

4. b) Integrated reporting and inclusivity

5. a) Ethical and sustainable corporate practices

**Pilot questions 2.3 (Comparative analysis of national and international codes)**
1. a) Accountability

2. b) Local regulatory frameworks

3. b) Flexibility with transparency

4. a) Integrated reporting and inclusivity

5. a) International frameworks

**Pilot questions 2.4 (Emerging trends and reforms in governance codes)**
1. a) Harmonised governance standards

2. a) Blockchain

3. a) Cybersecurity risks and data privacy concerns

4. a) ESG principles

5. a) Flexibility to respond to emerging risks and global changes

#H#HH#H References and Attributions — Series 2

Figures, tables, and boxes included in this Series were either suggested as Al-generated illustrations or sourced
from open educational resources (OERs). Where Al generation was proposed, the prompts and platforms have
been noted.

**Figures**

Figure 2.1 Historical development of Nigerian corporate governance codes.

- Suggested Al prompt: "Generate atimeline diagram showing the evolution of corporate governance codes in
Nigeria from early reforms to recent updates."

- Source suggestion: "Nigeria corporate governance code history timeline OER"

Figure 2.2 OECD principles of corporate governance.

- Suggested Al prompt: "Generate a diagram listing the six OECD principles of corporate governance in a circular
format."

- Source suggestion: "OECD principles corporate governance diagram OER"

Figure 2.3 Cross-border.governance application.

- Suggested Al prompt: "Generate a diagram showing Nigerian corporate governance codes overlapping with
international frameworks for multinational companies."

- Source suggestion: "cross-border corporate governance application diagram OER"

Figure 2.4 Harmonisation of governance standards.

- Suggested Al prompt: "Generate a diagram showing interconnected national and international governance codes
converging into harmonised standards."

- Source suggestion: "harmonisation corporate governance standards diagram OER"

**Tables**
Table 2.1 Key features of Nigerian corporate governance codes.
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- Suggested Al prompt: "Generate a table listing four key features of Nigerian corporate governance codes with
descriptions."
- Source suggestion: "Nigerian corporate governance code features OER"

Table 2.2 Selected international governance frameworks.

- Suggested Al prompt: "Generate a table listing four international governance frameworks, their countries, and
key focus areas."

- Source suggestion: "international corporate governance frameworks table OER"

Table 2.3 Similarities and differences between national and international codes.

- Suggested Al prompt: "Generate a table comparing similarities and differences between Nigerian corporate
governance codes and international codes."

- Source suggestion: "comparison Nigerian vs international corporate governance codes OER"

Table 2.4 Future directions for corporate governance codes.

- Suggested Al prompt: "Generate a table listing four future directions for corporate governance codes with
descriptions."

- Source suggestion: "future directions corporate governance codes OER"

**Boxes**

Box 2.1 Common challenges in implementing Nigerian corporate governance codes.

- Suggested Al prompt: "Create a text box listing four. common challenges in implementing Nigerian corporate
governance codes."

- Source suggestion: "challenges Nigerian corporate governance code OER"

Box 2.2 Key features of the UK Corporate Governance Code.
- Suggested Al prompt: "Create a text box listing five key features of the UK Corporate Governance Code."
- Source suggestion: "UK Corporate Governance Code features OER"

Box 2.3 Lessons Nigerian organisations can learn from international codes.

- Suggested Al prompt: "Create a text box listing lessons Nigerian organisations can learn from international
corporate governance codes."

- Source suggestion: "lessons Nigerian corporate governance international codes OER"

Box 2.4 Impact of digitalisation.on governance codes.
- Suggested Al prompt: "Create a text box listing the impact of digitalisation on governance codes."
- Source suggestion: "digitalisation impact corporate governance codes OER"

**General references**

- Tricker, B. (2019). *Corporate Governance: Principles, Policies, and Practices* (4th ed.). Oxford University Press.
- Mallin, C. A. (2019). *Corporate Governance* (6th ed.). Oxford University Press.

- Solomon, J..(2020). *Corporate Governance and Accountability* (5th ed.). Wiley.

- OECD(2015). *G20/OECD Principles of Corporate Governance*. Organisation for Economic Co-operation and
Development.

- Financial Reporting Council (2018). *UK Corporate Governance Code*. London: FRC.

- Sarbanes-Oxley Act of 2002, Public Law 107-204, United States Congress.

- Institute of Directors in Southern Africa (2016). *King IV Report on Corporate Governance for South Africa*.
Johannesburg: loDSA.

All references and attributions are provided in APA style. Al-generated illustrations are noted with their prompts,
while OER search strings are included to guide sourcing of open educational resources.
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COURSE CODE:ACC 203
COURSE TITLE: Corporate Governance and Accounting Ethics
COURSE UNIT LOAD:(3 Units C: LH 30)

SERIES LIST

Series 1: Concepts and Theoretical Framework of Corporate Governance

Series 2: Codes of Corporate Governance — National and International Perspectives
Series 3: Governance Structures and Roles of Shareholders, Directors, and Committees
Series 4: Internal Control, Audit Procedures, and Accountability Mechanisms

Series 5: Ethical Codes and Professional Standards in Corporate Governance

Series 3: Corporate Governance Structures and Mechanisms

Main Parts and Sub-Parts

3.1 Board structures and composition
3.1.1 Types of board structures (unitary vs. dual boards)
3.1.2 Board composition and independence
3.1.3 Roles and responsibilities of directors

3.2 Committees of the board
3.2.1 Audit committees
3.2.2 Remuneration committees
3.2.3 Nomination and governance committees

3.3 Mechanisms of corporate gavernance
3.3.1 Internal mechanisms (policies, contrals, reporting)
3.3.2 External mechanisms (regulators, markets, stakeholders)
3.3.3 Monitoring and enforcement practices

3.4 Effectiveness of governance structures
3.4.1 Evaluating board performance
3.4.2 Measuring governance outcomes
3.4.3/Case studies of effective and weak governance structures

Introduction — Series 3: Corporate Governance Structures and Mechanisms

In‘the last Series, we examined national and international codes of corporate governance, focusing on the
standards and principles that guide organisations in maintaining accountability and transparency. Building on that
foundation, this Series turns to the structures and mechanisms that put those codes into practice. Governance is
not only about rules but also about the systems and people who ensure those rules are followed. Understanding
these structures is essential for appreciating how organisations operate effectively and responsibly.

The aim of this Series is to equip you with knowledge of the key governance structures and mechanisms, and to
enable you to evaluate their effectiveness in promoting sound corporate practices.
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We shall commence this Series by exploring board structures and composition, including the types of boards, their
independence, and the roles of directors. Next, we will move on to committees of the board, such as audit,
remuneration, and nomination committees, which play specialised roles in governance. Following that, we will
examine the mechanisms of corporate governance, both internal and external, and how monitoring and
enforcement are achieved. Finally, we will wrap up by considering the effectiveness of governance structures,
evaluating board performance, measuring governance outcomes, and reviewing case studies of both strong and
weak governance practices.

Series Learning Outcomes — Series 3: Corporate Governance Structures and Mechanisms
Upon completing this Series, you should be able to:

SLO 3.1 define the different types of board structures, including unitary and dual boards,

SLO 3.2 explain the importance of board composition and independence,

SLO 3.3 describe the roles and responsibilities of directors within governance structures,

SLO 3.4 explain the functions of audit committees in corporate governance,

SLO 3.5 describe the role of remuneration committees in determining executive pay,

SLO 3.6 outline the responsibilities of nomination and governance committees,

SLO 3.7 analyse internal governance mechanisms such as policies, controls; and reporting systems,
SLO 3.8 evaluate external governance mechanisms including regulators, markets, and stakeholders,
SLO 3.9 explain how monitoring and enforcement practices:strengthen governance,

SLO 3.10 evaluate the effectiveness of board performance in achieving governance objectives,

SLO 3.11 assess governance outcomes using measurable indicators; and

SLO 3.12 analyse case studies to distinguish between effective and weak governance structures.
## 3.1 Board Structures And Composition

##t 3.1.1 Types of board structures (unitary vs. dual boards)

Corporate boards are the central decision-making bodies in organisations. A **unitary board** structure means
that both executive and non-executive directors sit together on a single board, sharing responsibility for strategic
decisions and oversight. In contrast, a **dual board** structure separates management and supervisory functions
into two distinct boards, commonly seen in countries such as Germany. Each structure has advantages and
challenges, with unitary boards promoting cohesion and dual boards enhancing oversight.
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Comparison of Unitary
vs. Dual Board Structure

Corporate Governance Models

UNITARY BOARD DUAL BOARD
Composition:  Key Responsbilties: SUPERVISIORY BOARD
. Composition:.SharehoIIer & Employee
« Execuative « Strategy & Represeriatives
(Management) aiperetions « Key Responsbilties:
» Overse Management Management
Appoint/Remove Executives
» Non-Executive Joint
Directors Responsibllity ‘
(Independent
Oversigaht
MANAGEMENT BOARD
« Non-Executive . Accountab.ility - CompOStiVe Directors
Directors & Reporting « Daily Operations,
Compliance Implemant Strategy

Source: OER (Open Educational Resource)

Diagram comparing unitary and dual board structures.
Caption: Figure 3.1.Comparison of unitary and dual board structures.

Fill in the blank:'A dual board structure separates management and functions into two distinct boards.

#### 3.1.2 Board composition and independence

**Board composition** refers to the mix of executive, non-executive, and independent directors. A balanced
compaosition ensures diverse perspectives and reduces the risk of groupthink. **Board independence** is critical
because independent directors are expected to act objectively, free from management influence, and safeguard
shareholder interests. Effective boards often include members with varied expertise, backgrounds, and
professional experiences.
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Elements of Board Compoiistion
Key Roles & Characteristics

Description

Company managers

Executive Directors involved in daily operations

Provide overshight and

Non-Executive Directors S
strategic input

Act objectively, free from

Independent Directors -
management influence

. . Mix of skills, backgrounds, and
Diversity professional experiences

Source: OER (Open Educational Resource)

Table 3.1 Elements of board composition

Fill in the blank:/Independent directors are expected to act , free from management influence.

### 3.1.3 Roles and responsibilities of directors

Directors play a vital role in ensuring effective governance. Their responsibilities include setting strategic direction,
overseeing management, protecting shareholder interests, and ensuring compliance with laws and regulations.
Executive directors focus on operational management, while non-executive and independent directors provide
oversight and challenge decisions where necessary. Collectively, directors are accountable for the long-term
sustainability of the organisation.
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Key Responsibilites of

Corporate Directors
Core Duties & Oversight

Setting strategic direction
Overseving management performance

Protecting sharehholer interests

Ensuring compliance with laws and regulations
Promoting long-term sustainabiity

Source: OER (Open Educational Resource)

Box 3.1 Key responsibilities of directors

Fill in the blank:/Directors are accountable for the long-term of the organisation.

HiHHH#E Pilot questions 3.1
1. A unitary board structure means:
a) Executive and non-executive directors sit together on one board
b) Management and supervisory functions are separated
c) Only executive directors are included
d) Shareholders directly manage the company

2. A dual board structure is commonly seen in:
a) Nigeria
b) Germany
c) United States
d) United Kingdom
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3. Board independence ensures that directors:
a) Act objectively, free from management influence
b) Focus only on daily operations
c) Avoid shareholder interests
d) Reduce transparency

4. Which of the following is an element of board composition?
a) Diversity of skills and backgrounds
b) Elimination of independent directors
c) Reduced oversight
d) Avoidance of non-executive input

5. One key responsibility of directors is:
a) Setting strategic direction
b) Avoiding compliance with laws
c) Reducing shareholder involvement
d) Eliminating sustainability concerns
## 3.2 Committees Of The Board

### 3.2.1 Audit committees

An **audit committee** is a specialised board committee responsible for overseeing financial reporting, internal
controls, and risk management. It ensures that.financial statements are accurate and comply with regulatory
standards. Audit committees also liaise with external auditors to strengthen transparency and accountability. Their
role is crucial in preventing fraud and maintaining investor confidence.
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Functions of a Corporate
Audit Committeee

Key Roles in Governance & Oversight

AUDIT
COMMITTEE

Reinforce & Integrate

FINANCIAL REPORTING INTERNAL CONTROLS RISK MANAGEMENT

« External Audit Oversight » System Design & Effectvness « |dentify & Assess Risks

« Review of Financial Statements * Fraud Prevention » Monitor Mitigation Efforts
« Earnings Annonurcements « Compliance with Policies « Cybersecurisity Oversight

Source: OER (Open Educational Resource)

Diagram showing the functions of an audit committee.
Caption: Figure 3.2 Functions of an audit committee.

Fill in the blank:'An audit committee is responsible for overseeing financial , internal controls, and risk
management.

#i## 3.2.2 Remuneration committees

A **remuneration committee** determines executive pay and ensures that compensation policies align with
organisational performance and shareholder interests. It sets guidelines for salaries, bonuses, and incentives,
aimingto balance fairness with competitiveness. By linking remuneration to performance, these committees help
prevent excessive pay and promote accountability.
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Key Responsbilties of a
Cemumuation Committee

Core Duties & Compensation Ovesright

® Setting executive pay policies

® Linking remunestation to performance

® Ensuring fairness and competinsites

® Aligning compensation with sharsholoer
interests

Source: OER (Open Educestional Resource)

Box 3.2 Key responsibilities of remuneration committees

Fill in the blank:'Remuneration committees aim to balance fairness with in executive pay.

### 3.2.3 Nomination and governance committees

**Nomination and governance committees** oversee the appointment of directors and ensure that governance
practices remain effective. They identify suitable candidates for board positions, promote diversity, and evaluate
governance policies. These committees play a vital role in maintaining board quality and ensuring that governance
structures adapt to changing organisational needs.
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Functions of Nomination &
Governance Committees

Key Roles in Board Composition & Oversligt

i Jown

Director Appoitments Identiving and recommending suitable candidates

Diversity Promotion Ensuring varied skills and backgrounds on the board
Governance Evaluation  Revieiwg and updating governance policies

Board Quality Assurance Maintaning effective board compostion and practices

Source: OER (Open Educational Resource)

Table 3.2 Functions of nomination and governance committees

Fill in the blank:'Nomination committees promote diversity by ensuring varied and backgrounds on the
board.

HiHH##HE Pilot questions 3.2

1. The primary responsibility of an audit committee is:
a) Overseeing financial reporting and internal controls
b) Determining executive pay
c) Appointing directors
d) Promoting shareholder secrecy

2. Remuneration committees ensure that executive pay is:
a) Excessive and unregulated
b) Linked to performance and shareholder interests
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c) Avoided altogether
d) Determined by external auditors

3. Which of the following is a key responsibility of nomination committees?
a) Identifying suitable candidates for board positions
b) Setting executive pay policies
c) Overseeing financial reporting
d) Reducing board diversity

4. Audit committees liaise with:
a) External auditors
b) Shareholders directly
c) Remuneration committees
d) Nomination committees

5. Governance evaluation by nomination committees involves:
a) Reviewing and updating governance policies
b) Avoiding compliance with regulations
c) Eliminating board oversight
d) Reducing transparency
## 3.3 Mechanisms Of Corporate Governance

### 3.3.1 Internal mechanisms (policies, contrels, reporting)

**Internal mechanisms** are systems within an organisation that ensure compliance with governance standards.
These include policies, internal controls, and reporting procedures. Policies set the rules for ethical conduct and
decision-making, while internal controls safeguard assets and prevent fraud. Reporting mechanisms, such as
management reports and internal audits, provide transparency and accountability. Together, these mechanisms
strengthen organisational integrity.
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Examples of Internal
Governance Mechanisms

Key Systems & Practices

» Ethical policies and codes of conduct

- Internal control systems
Management reporting procedures
Internal audits

Source: OER (Open Educational Resource)

Box 3.3 Examples of internal governance mechanisms

Fill in the blank:/Internal controls safeguard assets and prevent

#it# 3.3.2 External mechanisms (regulators, markets, stakeholders)

**External mechanisms** are forces outside the organisation that influence governance. Regulators enforce
compliance with laws and standards, while markets discipline companies through investor behaviour.
Stakeholders, including shareholders, employees, and customers, exert pressure by demanding accountability and
ethical practices. These external mechanisms complement internal systems, ensuring that organisations remain
transparent and responsible.
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Exaprless of Nigerian vs. International

Examples of External
Governance Mechanisms

Key Roles in Board Composition & Oversligt

s Jorirwn

Enforce compliance Eriorce compliance with laws

RegUIators laws and standards and standates

Markets Markets Discipline companies through
investor behaviour

Staketorders Management Discipline companies through

procedures invetor behaviour

Source: OER (Open Educational Resource)

Source: OER ZE (Open Educational Resource)

Table 3.3 External governance mechanisms

Fill in the blank:/Regulators enforce compliance with laws and

### 3.3.3 Monitoring and enforcement practices

**Monitoring and enforcement practices** ensure that governance mechanisms are effective. Monitoring involves
regular evaluation of policies, controls, and board activities. Enforcement refers to actions taken when
organisations fail to comply, such as penalties, sanctions, or regulatory interventions. Effective monitoring and
enforcement build trust among stakeholders and enhance organisational credibility.
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GOVERNANCE CYCLE

1. STANDARDS & CODES

« Laws & Regulations
« Internal Policies

2. IMPLENENTIONG & EVAPUANCE

« Integrate Policies
« Independent Reviews
« Stakelloter Feedback

4. ENFORCEMENT & SANCTIONS

« Corrective Actions Fines & Penaliig
« Legal Action

Source: OER (Open Educational Resource)

Diagram showing the cycle of monitoring and enforcement in corporate governance.
Caption: Figure 3.3 Monitoring and enforcement cycle.

Fill in the blank: Enforcement.refers to actions taken when organisations fail to with governance
standards.

HiHHH#HE Pilot questions 3.3
1.Anternal mechanisms of governance include:
a) Ethical policies, internal controls, and reporting procedures
b) Market discipline and stakeholder pressure
c) Regulatory sanctions only
d) External audits exclusively

2. Which of the following is an external governance mechanism?
a) Internal audits
b) Regulators enforcing compliance
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¢) Management reporting procedures
d) Codes of conduct

3. Stakeholders exert governance influence by:
a) Demanding accountability and ethical practices
b) Avoiding transparency
c) Reducing compliance standards
d) Eliminating board oversight

4. Monitoring in governance involves:
a) Regular evaluation of policies and board activities
b) Avoidance of compliance checks
c) Eliminating reporting procedures
d) Reducing stakeholder involvement

5. Enforcement practices may include:
a) Penalties, sanctions, or regulatory interventions
b) Avoidance of accountability
c) Elimination of transparency
d) Reduced oversight of directors
## 3.4 Effectiveness Of Governance Structures

### 3.4.1 Evaluating board performance

Evaluating board performance is essential for determining whether governance structures are effective. Boards are
assessed based on their ability to set strategic direction, oversee management, and protect shareholder interests.
Evaluation methods include performance reviews, self-assessments, and external audits. These processes help
identify strengths and weaknesses, ensuring that boards remain accountable and capable of fulfilling their
responsibilities.
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Methods for Evaluating Board
Performance

Key Processes & Oversigat

Description

Formal assessment of board

Performance Reviews activities and outcomes.

Directors evaluate of own

Self-Assessments contributions and processes.

Independent review of board

External Audits effectviness.

Source: OER (Open Ecucational Resource)

Table 3.4 Methods of evaluating board performance

Fill in the blank:/Evaluating board performance helps identify strengths and in governance structures.

### 3.4.2 Measuring governance outcomes

Governance outcomes are measured by examining indicators such as financial performance, stakeholder
satisfaction, compliance with regulations, and organisational sustainability. Effective governance leads to improved
investor confidence, ethical practices, and long-term growth. Measuring outcomes ensures that governance
structures are not only in place but also delivering tangible benefits to the organisation and its stakeholders.
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Indicators of Corporate Governance Outcomes
Key Metrics & Impact Areas

Financial Performance Regulatory Compliance
» Profitability & Growth * Adhertane to Laws

* Return of Investment » Reduced Legal Issues

* Market Valuation « Ethical Conduct

Effective
Governance

Outcomes

Stakeleiter Satisfaction Sustainability & ESG
* Investor Confidence « Environmental Impact

» Employee Morale « Social Responsibility

» Customer Trust  Long-Term Value

Source: OER (Open Educational Resource)

Diagram showing indicators of governance outcomes.
Caption: Figure 3.4 Indicators of governance outcomes.

Fill in the blank: Governance outcomes are measured by examining indicators such as financial performance and
satisfaction.

##H# 3.4.3 Case studies of effective and weak governance structures

Case studies provide practical insights into how governance structures succeed or fail. Effective governance
structures are characterised by strong board oversight, transparent reporting, and stakeholder engagement. Weak
structures often suffer from poor accountability, lack of independence, and inadequate compliance. Studying these
cases helps learners apply theoretical knowledge to real-world situations and understand the consequences of
governance practices.
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Features of Effective vs. Weak
Governance Structures

Key Characteristics & Case Study Insights

Effective Governance Weak Governance

Independent & Diverse Board Lack of Independence
Transparent Decision-Making Opage Processes
Robust Risk Management Poor Risk Controls
Accaunaibility & Ethics Limited Accouabbility

Strategic Oversight Management Dominance

Source: OER (Open Educational Resource)

Box 3.4 Features of effective vs. weak governance structures
- Effective: strongoversight, transparent reporting, stakeholder engagement
- Weak: poor accountability, lack of independence, inadequate compliance

Fill in the blank: Weak governance structures often suffer from poor accountability and lack of

HiHHHHE Pilot questions 3.4
1. Which of the following is a method of evaluating board performance?
a) Performance reviews
b) Stakeholder secrecy
c¢) Avoidance of compliance
d) Reduced transparency

2. Governance outcomes can be measured by:
a) Financial performance and stakeholder satisfaction
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b) Reduced accountability
c) Avoidance of ethical practices
d) Elimination of compliance standards

3. Effective governance structures are characterised by:
a) Strong oversight and transparent reporting
b) Poor accountability and secrecy
c) Lack of independence
d) Inadequate compliance

4. Weak governance structures often suffer from:
a) Poor accountability and lack of independence
b) Strong stakeholder engagement
c) Transparent reporting
d) Effective compliance

5. Case studies of governance structures help learners:
a) Apply theoretical knowledge to real-world situations
b) Avoid understanding consequences
c) Eliminate stakeholder involvement
d) Reduce board oversight

Series summary — Series 3: Corporate Governance Structures and Mechanisms

This Series focused on the organisational structures and mechanisms that bring corporate governance principles to
life. We began by examining board structures and composition, highlighting the differences between unitary and
dual boards, the importance of independence, and the roles of directors. We then explored the specialised
committees of the board, including audit; remuneration, and nomination committees, each with distinct
responsibilities in maintaining accountability and fairness. Following that, we studied governance mechanisms,
distinguishing between internal systems such as policies and controls, and external influences such as regulators,
markets, and stakeholders, while also considering monitoring and enforcement practices. Finally, we assessed the
effectiveness of governance structures by evaluating board performance, measuring governance outcomes, and
reviewing case studies of both strong and weak governance practices.

By completing this Series, you should now be able to define board structures, explain board composition and
independence, and describe the responsibilities of directors. You should also be able to explain the functions of
board committees, analyse internal and external governance mechanisms, and evaluate monitoring practices. In
addition, you should be able to assess board performance, measure governance outcomes, and analyse case
studies/to distinguish effective from weak governance structures. These achievements, as outlined in the Series
Learning Outcomes (SLOs), provide you with practical skills to critically evaluate governance structures and apply
them in organisational contexts.

HiHt#H Glossary — Series 3: Corporate Governance Structures and Mechanisms

**Audit committee**: A specialised board committee responsible for overseeing financial reporting, internal
controls, and risk management.

**Board composition**: The mix of executive, non-executive, and independent directors, as well as diversity of
skills and backgrounds, within a corporate board.

**Board independence**: The principle that independent directors act objectively, free from management
influence, to safeguard shareholder interests.
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**Directors**: Individuals elected or appointed to the board who set strategic direction, oversee management,
and ensure compliance with laws and regulations.

**Dual board structure**: A governance model where management and supervisory functions are separated into
two distinct boards, common in countries such as Germany.

**External mechanisms**: Governance influences outside the organisation, including regulators, markets, and
stakeholders, which enforce accountability and transparency.

**Governance outcomes**: The measurable results of governance practices, such as financial performance,
stakeholder satisfaction, compliance, and sustainability.

**Internal mechanisms**: Systems within an organisation, such as policies, internal controls, and reporting
procedures, that ensure compliance and ethical conduct.

**Monitoring and enforcement**: Processes that evaluate governance practices and apply sanctions or penalties
when organisations fail to comply with standards.

**Nomination and governance committee**: A board committee responsible for appointing directors, promoting
diversity, and reviewing governance policies.

**Performance review**: A formal assessment of board activities.and outcomes used to evaluate effectiveness.

**Remuneration committee**: A board committee that determines executive pay, ensuring fairness,
competitiveness, and alignment with shareholder interests.

**Unitary board structure**: A governance model where executive and non-executive directors sit together on a
single board, sharing responsibility for decisions and oversight.
#itH# Concept Check Questions —Series 3

**Qbjective questions**
1. A unitary board structure means that executive and non-executive directors sit together on one board. (Linked
to SLO 3.1)
2. Which country.commonly uses.a dual board structure?
a) Nigeria
b) Germany
c) United States
d) United Kingdom (Linked to SLO 3.1)
3. Board independence ensures that directors act , free from management influence. (Linked to SLO 3.2)
4. The primary responsibility of an audit committee is:
a) Overseeing financial reporting and internal controls
b) Determining executive pay
¢) Appointing directors
d) Promoting secrecy (Linked to SLO 3.4)
5. Remuneration committees aim to balance fairness with in executive pay. (Linked to SLO 3.5)

**Short-answer questions**

6. Define board composition and explain why diversity is important. (Linked to SLO 3.2)
7. State one key responsibility of directors in governance structures. (Linked to SLO 3.3)
8. Identify one external governance mechanism and explain its role. (Linked to SLO 3.8)
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9. Describe one method of evaluating board performance. (Linked to SLO 3.10)
10. Mention one feature of weak governance structures. (Linked to SLO 3.12)

**Long-answer questions**

11. Analyse the differences between unitary and dual board structures, and discuss their implications for
governance effectiveness. (Linked to SLO 3.1)

12. Evaluate the roles of audit, remuneration, and nomination committees in strengthening corporate governance.
(Linked to SLO 3.4, 3.5, 3.6)

13. Assess how internal and external governance mechanisms complement each other, and explain how
monitoring and enforcement practices ensure compliance. (Linked to SLO 3.7, 3.8, 3.9)

14. Using case studies, distinguish between effective and weak governance structures, and explain the
consequences for organisational sustainability. (Linked to SLO 3.12)

#iHt#H Answers to Concept Check Questions — Series 3

**Objective questions**

1. True (Linked to SLO 3.1)

2. b) Germany (Linked to SLO 3.1)

3. Objectively (Linked to SLO 3.2)

4. a) Overseeing financial reporting and internal controls (Linked to SLO 3.4)
5. Competitiveness (Linked to SLO 3.5)

**Short-answer questions**

6. Board composition refers to the mix of executive, non-executive, and independent directors. Diversity ensures
varied skills, perspectives, and experiences, reducing groupthink.(Linked to SLO 3.2)

7. Setting strategic direction. (Linked to SLO 3.3)

8. Regulators enforce compliance with laws and standards. (Linked to SLO 3.8)

9. Performance reviews, which formally.assess board activities and outcomes. (Linked to SLO 3.10)

10. Poor accountability. (Linked to SLO 3.12)

**Long-answer questions**
11. *Basic response*: A unitary board combines executive and non-executive directors, while a dual board
separates management and supervisory functions.

*Value-added response*: Outstanding learners may discuss how unitary boards promote cohesion but risk
reduced oversight, whereas dual boards enhance accountability but may slow decision-making.

12. *Basic response*: Audit committees oversee financial reporting, remuneration committees set executive pay,
and nomination committees appoint directors.

*Value-added response*: Outstanding learners may evaluate how these committees collectively strengthen
governance by ensuring transparency, fairness, and board quality.

13. *Basic response*: Internal mechanisms such as policies and controls work alongside external mechanisms like
regulators and markets. Monitoring and enforcement ensure compliance.

*Value-added response*: Outstanding learners may explain how stakeholder pressure complements internal
audits, and how sanctions reinforce accountability.

14. *Basic response*: Effective governance structures feature strong oversight and transparency, while weak
structures suffer from poor accountability and lack of independence.
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*Value-added response*: Outstanding learners may analyse real-world cases, showing how weak governance
leads to scandals and loss of investor confidence, while effective governance supports sustainability and trust.
#it## Answers to Pilot Questions — Series 3

**pilot questions 3.1 (Board structures and composition)**

1. a) Executive and non-executive directors sit together on one board
2. b) Germany

3. a) Act objectively, free from management influence

4. a) Diversity of skills and backgrounds

5. a) Setting strategic direction

**Pijlot questions 3.2 (Committees of the board)**

1. a) Overseeing financial reporting and internal controls
2. b) Linked to performance and shareholder interests
3. a) ldentifying suitable candidates for board positions
4. a) External auditors

5. a) Reviewing and updating governance policies

**Pijlot questions 3.3 (Mechanisms of corporate governance)**
1. a) Ethical policies, internal controls, and reporting procedures
2. b) Regulators enforcing compliance

3. a) Demanding accountability and ethical practices

4. a) Regular evaluation of policies and board activities

5. a) Penalties, sanctions, or regulatory interventions

**Ppilot questions 3.4 (Effectiveness of governance structures)**
1. a) Performance reviews

2. a) Financial performance and stakeholder satisfaction

3. a) Strong oversight and transparent reporting

4. a) Poor accountability and lack of independence

5. a) Apply theoretical knowledge to real-world situations

H#HHH References and Attributions — Series 3

Figures, tables, and boxes included in this-Series were either suggested as Al-generated illustrations or sourced
from open educational resources (OERs). Where Al generation was proposed, the prompts and platforms have
been noted.

**Figures**

Figure 3.1 Comparison.of unitary and dual board structures.

- Suggested Al prompt: "Generate a diagram comparing unitary and dual board structures, showing their
composition and responsibilities."

- Source suggestion: "unitary vs dual board structure corporate governance OER"

Figure 3.2 Functions of an audit committee.

- Suggested Al prompt: "Generate a diagram showing the functions of an audit committee, including financial
reporting, internal controls, and risk management."

- Source suggestion: "audit committee functions corporate governance OER"

Figure 3.3 Monitoring and enforcement cycle.

- Suggested Al prompt: "Generate a diagram showing the cycle of monitoring and enforcement in corporate
governance, including evaluation, compliance, and sanctions."

- Source suggestion: "monitoring enforcement corporate governance diagram OER"
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Figure 3.4 Indicators of governance outcomes.

- Suggested Al prompt: "Generate a diagram showing indicators of governance outcomes, including financial
performance, compliance, stakeholder satisfaction, and sustainability."

- Source suggestion: "governance outcomes indicators diagram OER"

**Tables**

Table 3.1 Elements of board composition.

- Suggested Al prompt: "Generate a table listing elements of board composition with descriptions."
- Source suggestion: "board composition independence corporate governance OER"

Table 3.2 Functions of nomination and governance committees.

- Suggested Al prompt: "Generate a table listing functions of nomination and governance committees with
descriptions."

- Source suggestion: "nomination governance committee functions OER"

Table 3.3 External governance mechanisms.
- Suggested Al prompt: "Generate a table listing external governance mechanisms with descriptions."
- Source suggestion: "external governance mechanisms corporate governance OER"

Table 3.4 Methods of evaluating board performance.
- Suggested Al prompt: "Generate a table listing methods of evaluating board performance with descriptions."
- Source suggestion: "board performance evaluation corporate governance OER"

**Boxes**

Box 3.1 Key responsibilities of directors.

- Suggested Al prompt: "Create a text box listing five key responsibilities of corporate directors."
- Source suggestion: "roles responsibilities.corporate directors governance OER"

Box 3.2 Key responsibilities of remuneration committees.
- Suggested Al prompt: "Create a text box listing key, responsibilities of remuneration committees."
- Source suggestion: "remuneration committee responsibilities corporate governance OER"

Box 3.3 Examples of internal governance mechanisms.
- Suggested Al prompt: "Create a text box listing examples of internal governance mechanisms."
- Source suggestion: "internal governance mechanisms corporate governance OER"

Box 3.4 Features of effective'vs. weak governance structures.
- Suggested Al prompt: "Create a text box listing features of effective and weak governance structures."
- Source suggestion: "case studies effective weak corporate governance OER"

**General references**

- Tricker, B. (2019). *Corporate Governance: Principles, Policies, and Practices* (4th ed.). Oxford University Press.
-/Mallin, C..A. (2019). *Corporate Governance* (6th ed.). Oxford University Press.

-Solomon, J. (2020). *Corporate Governance and Accountability* (5th ed.). Wiley.

- OECD (2015). *G20/OECD Principles of Corporate Governance*. Organisation for Economic Co-operation and
Development.

- Financial Reporting Council (2018). *UK Corporate Governance Code*. London: FRC.

- Institute of Directors in Southern Africa (2016). *King IV Report on Corporate Governance for South Africa*.
Johannesburg: loDSA.
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All references and attributions are provided in APA style. Al-generated illustrations are noted with their prompts,
while OER search strings are included to guide sourcing of open educational resources.

COURSE CODE:ACC 203
COURSE TITLE: Corporate Governance and Accounting Ethics
COURSE UNIT LOAD:(3 Units C: LH 30)

SERIES LIST

Series 1: Concepts and Theoretical Framework of Corporate Governance

Series 2: Codes of Corporate Governance — National and International Perspectives
Series 3: Governance Structures and Roles of Shareholders, Directors, and Committees
Series 4: Internal Control, Audit Procedures, and Accountability Mechanisms

Series 5: Ethical Codes and Professional Standards in Corporate Governance
Series 4: Shareholder Rights and Stakeholder Engagement

Main Parts and Sub-Parts

4.1 Shareholder rights and responsibilities
4.1.1 Fundamental rights of shareholders
4.1.2 Responsibilities and limitations of shareholders
4.1.3 Protection of minority shareholders

4.2 Stakeholder theory and engagement
4.2.1 Understanding stakeholder theory
4.2.2 Identifying key stakeholders
4.2.3 Mechanisms for stakeholder engagement

4.3 Balancing shareholder and stakeholder interests
4.3.1 Conflicts between shareholder and stakeholder priorities
4.3.2 Strategies for balancing interests
4.3.3 Case examples of successful balance

4.4 Accountability and transparency in engagement
4.4.1 Disclosure and reporting practices
4.4.2 Role of communication in governance
4.4.3 Building trust through transparency

Introduction — Series 4: Shareholder Rights and Stakeholder Engagement

In the previous Series, we explored governance structures and mechanisms, focusing on the roles of boards,
committees, and monitoring practices. This Series shifts attention to the rights of shareholders and the broader
engagement of stakeholders. Corporate governance is not only about internal structures but also about how
organisations interact with those who have a vested interest in their success. Understanding these dynamics is
crucial for ensuring accountability, fairness, and long-term sustainability.
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The aim of this Series is to provide you with knowledge of shareholder rights and responsibilities, stakeholder
theory and engagement, and the strategies organisations use to balance diverse interests while maintaining
transparency and accountability.

We shall commence this Series by examining shareholder rights and responsibilities, including the protection of
minority shareholders. Next, we will move on to stakeholder theory and engagement, identifying key stakeholders
and mechanisms for involving them in governance. Following that, we will analyse how organisations balance
shareholder and stakeholder interests, considering conflicts and strategies for resolution. Finally, we will conclude
with accountability and transparency in engagement, focusing on disclosure, communication, and building trust
through openness.

#iHt Series Learning Outcomes — Series 4: Shareholder Rights and Stakeholder Engagement

Upon completing this Series, you should be able to:

SLO 4.1 define the fundamental rights of shareholders,

SLO 4.2 explain the responsibilities and limitations of shareholders,

SLO 4.3 describe mechanisms for protecting minority shareholders,

SLO 4.4 explain stakeholder theory and its relevance to corporate governance;

SLO 4.5 identify key stakeholders in an organisation,

SLO 4.6 outline mechanisms for effective stakeholder engagement,

SLO 4.7 analyse conflicts between shareholder and.stakeholder priorities,

SLO 4.8 evaluate strategies for balancing shareholder and stakeholder interests,

SLO 4.9 illustrate case examples of successful balance between shareholder and stakeholder interests,
SLO 4.10 explain disclosure and reporting practices that enhance accountability,

SLO 4.11 describe the role of communication in governance engagement, and

SLO 4.12 evaluate how transparency builds trust among shareholders and stakeholders.
## 4.1 Shareholder Rights And Responsibilities

### 4.1.1 Fundamental rights of shareholders

Shareholders are the owners of a company.and hold certain fundamental rights. These include the right to vote on
key issues such as electing directors, approving mergers, and amending company policies. Shareholders also have
the right to receive dividends when declared, access information about company performance, and attend general
meetings. These rights ensure that shareholders can influence the direction of the company and protect their
investments.
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Fundamental Rights of Sharehoders

Key Enttillmess in Corporate Governance & Owenship

VOTING

 Elect Directors
* Approve Major Decisions
* Influence Company Directio]

-

h SHAREHOLDER

INFORMATION ACCESS

¢ Financial Statements
¢ Annual Reports
e Material Disclosures

DIVIDENDS

¢ Share in Profits
* Receive Distributions
e Priority in Liquidation

—

MEETINGS

e Attend AGMS
¢ Ask Questions
* Propose Resolutions

Source: OER (Open Educational Resource)

Diagram showing fundamental rights of shareholders.
Caption: Figure 4.1 Fundamental rights of shareholders.

Fill in the blank:'Shareholders have the right to vote on key issues such as electing

#iHt 4.1.2 Responsibilities and limitations of shareholders

While shareholders enjoy rights, they also have responsibilities and limitations. Responsibilities include exercising
voting rights responsibly, respecting company policies, and avoiding conflicts of interest. Limitations exist because
shareholders do not manage daily operations; this is the role of directors and managers. Shareholders must act in
good faith, ensuring their decisions support the long-term sustainability of the company.
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Responsblities of Sharehoders
Core Duties in Corporate Governance

 Exercising voting rights responsibly
* Respecting company polices

* Avoding conflicts of interect

Acting in of goith

Source: OER (Open Educational Resource)

Source: OER (Open Educational Resource)

Box 4.1 Responsibilities of shareholders

Fill in the blank:/Shareholders do not manage daily operations; this is the role of and managers.

### 4.1.3 Protection of minority shareholders

Minority shareholders, who own smaller stakes in a company, are vulnerable to decisions made by majority
shareholders. Protection mechanisms include legal safeguards, regulatory oversight, and governance practices that
ensure fairness. These mechanisms prevent oppression, guarantee equal treatment, and provide avenues for
redress when rights are violated. Protecting minority shareholders strengthens trust and promotes inclusive
governance.
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Mechanisms for Protecting
Minority Shaldeolers

Key Safagards in Corporate Governance

i | o |

Laws that prevent oppression
and guarantee equal treatment

Legal Safufrads

Monitoring by regulators

Regulatory Oversight to ensure fairness

Policies that promote

Governance Practices inclussity and transparency

Source: OER (Open Educational Resource)

Table 4.1 Mechanisms for protecting minority shareholders

Fill in the blank: Protecting minority shareholders strengthens trust and promotes governance.

Pilot questions 4.1
1. Which of the following is a fundamental right of shareholders?
a) Voting on key issues
b) Managing daily operations
c) Setting executive pay directly
d) Avoiding company meetings

2. Shareholders have the responsibility to:
a) Exercise voting rights responsibly
b) Manage daily operations
c) Ignore company policies

)
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d) Avoid acting in good faith

3. Daily operations of a company are managed by:
a) Directors and managers
b) Shareholders directly
¢) Minority investors
d) Regulators

4. Which of the following is a mechanism for protecting minority shareholders?
a) Legal safeguards
b) Shareholder secrecy
c) Avoidance of transparency
d) Reduced oversight

5. Protecting minority shareholders promotes:
a) Inclusive governance
b) Reduced accountability
c) Avoidance of fairness
d) Elimination of trust
## 4.2 Stakeholder Theory And Engagement

### 4.2.1 Understanding stakeholder theory

**Stakeholder theory** argues that organisations should consider the interests of all parties affected by their
activities, not just shareholders. Stakeholders include employees, customers, suppliers, regulators, and
communities. The theory emphasises ethical responsibility, long-term sustainability, and inclusive decision-making.
By recognising stakeholder interests, organisations build trust and enhance their reputation.
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STAKEHAOKER THEORY

Key Groups & Interendencies in Corporate Governance

SHAREHODLERS

* Investment & Capital
+ Dividends & Returns

REGULATORS SUPPLIERS
+ Compliance & Law * Materials & Services
Licensies & Oversight Payments & Contracts

h CORPORATION —}

EMPLOYEES CUSTOMERS
« Labor & Skills « Purchases & Feedback
Efforts

» Wages & Conditions DR
» Priority in Liquiities

COMMUNITIES

Social Impact
Environment & Ethics

Source: OER (Open Educational Resource)

Diagram showing stakeholder theory with shareholders, employees, customers, suppliers, regulators, and
communities.
Caption: Figure 4.2 Stakeholder theory framework.

Fill in the blank: Stakeholder theory argues that organisations should consider the interests of all parties by
their activities.

#i## 4.2.2 |dentifying key stakeholders

Key stakeholders vary depending on the organisation but generally include shareholders, employees, customers,
suppliers, regulators, and the wider community. |dentifying stakeholders involves mapping their interests,
influence, and expectations. This process helps organisations prioritise engagement and allocate resources
effectively.
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Key Stakeboders & Their Interests

Corporate Governance & Value Creation

Stakehoker Interest/Expectation

Sharehoders Return on investment, accoutnablity
Employees Fair wages, job security, safe worktions
Customers Quality products, fair pricking conditions

Fair produts, fair pricing, ethical practices
Suppliers Reliable contracts, timely payments
Regulators Compliance with laws and standards

Communities Social responsiblity, environmental sustanaiblity

Source: OER (Open Educational Resource)

Table 4.2 Key stakeholders and their interests

Fill in the blank:/Customers expect quality products, fair pricing, and practices.

### 4.2.3 Mechanisms for stakeholder engagement

Stakeholder engagement involves strategies and mechanisms that allow organisations to interact with
stakeholders effectively. Mechanisms include consultations, surveys, public meetings, corporate social
responsibility (CSR) initiatives, and transparent reporting. Effective engagement ensures that stakeholders feel
valued and that their concerns are addressed, strengthening organisational legitimacy.
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Mechanisms for

Stakeloder Engagement

Corporate Governail & aboration

® @ Consultations and dialogue sessions

® ©® Surveys and feedback tools

® @ Public meetings and forums

® @ Corporate social responsibility initiatives
® O Transparent reporting and disclosures

Source: OER (Open Educational Resource)
Box 4.2 Mechanisms for stakeholder engagement

Fill in the blank:/Effective stakeholder engagement strengthens organisational

HiHHH#E Pilot questions 4.2
1. Stakeholder theory emphasises:
a) Considering the interests of all affected parties
b) Focusing only on shareholders
¢) Ignoring community concerns
d) Avoiding ethical responsibility

2. Which of the following is a key stakeholder?
a) Employees
b) Shareholders
c) Customers
d) All of the above
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3. Identifying stakeholders involves:
a) Mapping their interests, influence, and expectations
b) Ignoring their concerns
¢) Reducing engagement
d) Avoiding accountability

4. Which of the following is a mechanism for stakeholder engagement?
a) Consultations and dialogue sessions
b) Transparent reporting
c) Corporate social responsibility initiatives
d) All of the above

5. Effective stakeholder engagement helps organisations:
a) Strengthen legitimacy
b) Reduce transparency
c) Avoid accountability
d) Eliminate trust

## 4.3 Balancing Shareholder And Stakeholder Interests

### 4.3.1 Conflicts between shareholder and stakeholder priorities

Conflicts often arise when shareholder interests, such as maximising profits, clash with stakeholder priorities like
fair wages, environmental sustainability, or community welfare. For.example, shareholders may push for
cost-cutting measures that negatively affect employees or customers. Recognising these conflicts is the first step
towards finding solutions that balance financial performance with social responsibility.

LA-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



Key Stakebders & Their Interests

Corporate Governance & Challenges

Examples of Conflicts Between

Sharehoroler and Stakethoder Priorities

Corporate Governance Challenges

@ Cost Cutting vs. Employee Well-being

® Short-term Profits vs Environmental
Sustainability

@® Dividend Payouts vs R«D Investment

Executive Pay vs Fair Wages
@ Factory Relocation vs Community Impact

Source: OER (Open Educational Resource)

Box 4.3 Examples of conflicts between shareholder and stakeholder priorities
- Profit maximisation-vs. fair wages

- Cost-cutting vs. product quality

- Expansion vs. environmental sustainability

Fill in the blank: Conflicts'often arise when shareholder interests clash with priorities.

HiH# 4.3.2 Strategies for balancing interests

Strategies for balancing shareholder and stakeholder interests include adopting corporate social responsibility
(CSR) initiatives, integrating environmental, social, and governance (ESG) principles, and engaging in dialogue with
stakeholders. Transparent communication and inclusive decision-making help organisations align profit goals with
ethical responsibilities. Effective strategies ensure long-term sustainability and build trust among all parties.
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Strategies for Balancing
Shareholder and Staekder Interists

Corporate Governance & Sustainable Value Creation

Strategy Description

CSR Initiatives Programmes aderessing social
enviromental concerns

ESG Integration Embeding sustainbility principles into

governance

Staketalder Dialogue Engaging statehoders in decision-
deision-making processes

Transparent Communication Sharing information Openly to
build trust

Source: OER (Open Educational Resource)

Table 4.3 Strategies for balancing shareholder and stakeholder interests

Fill in the blank:/Transparent communication helps organisations align profit goals with responsibilities.

### 4.3.3 Case examples of successful balance

Case examples illustrate how organisations can successfully balance shareholder and stakeholder interests.
Companies that integrate ESG principles often achieve both financial growth and social impact. For instance, firms
that invest in sustainable practices may reduce costs in the long run while enhancing their reputation. These
examples show that balancing interests is not only possible but also beneficial for long-term success.
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Case Examples of Succesful
Balance: Shareholoer & Stakeker Interests

Financial Growth & Social Impact

Patagonia 1) Unliever

Unilaver

Financial Growth: Consistent EPS Rise
Sociad: Sustainable Living Plan
Key: Long-Term ESG Strategy

Financial Growth: +$IB Revenue (2020)
Social Impact: Fair Trade, Eco-Friendly
Key: Mission-Driven Approach

Sustainable
Value
Creation

Etsy L

O Financial Growth: Strong Market Cap

| | Ll
> Interface
={51

Financial Growth: Market Leadership
Socistat: "Mission Zero" Waste Supports Small Businesses
Key: Circular Economy Model Key: Community-Centric Platform

Source: OER (Open Educational Resource)

Diagram showing case examples of successful balance between shareholder and stakeholder interests.
Caption: Figure 4.3.Case examples of successful balance.

Fill in the blank:'Companies that integrate ESG principles often achieve both financial growth and impact.

Pilot questions 4.3
1. Conflicts between shareholders and stakeholders may occur when:
a) Profit maximisation clashes with fair wages
b) Transparency is promoted
c) Stakeholders are engaged in dialogue
d) ESG principles are integrated

2. Which of the following is a strategy for balancing interests?
a) Corporate social responsibility initiatives
b) Ignoring stakeholder concerns
¢) Reducing transparency
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d) Avoiding dialogue

3. Transparent communication helps organisations:
a) Build trust among shareholders and stakeholders
b) Reduce accountability
c) Eliminate stakeholder involvement
d) Avoid ethical responsibilities

4. Case examples of successful balance show that:
a) Financial growth and social impact can be achieved together
b) Profit goals must always override stakeholder concerns
c) Sustainability reduces reputation
d) Stakeholder engagement is unnecessary

5. Integrating ESG principles into governance leads to:
a) Long-term sustainability and enhanced reputation
b) Reduced trust and accountability
c) Avoidance of ethical practices
d) Elimination of stakeholder dialogue

## 4.4 Accountability And Transparency In Engagement

##t 4.4.1 Disclosure and reporting practices

Disclosure and reporting practices are essential for accountability in corporate governance. Organisations must
provide accurate and timely information about their financial performance, governance policies, and social
responsibility initiatives. Transparent reporting builds confidence among shareholders and stakeholders, ensuring
that decisions are made with full knowledge of the company’s activities.

LA-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



Disclosure & Reporting Practices

Corporate Governance Transparency

Disclosure & Reporting Practices

e | om

Financial Reporting Providing accurate and timely

Providing accurate and timely financial

Governance Disclosure ... cial statements

ESG Integration Sharing information on board structures
and policies

CSR Reporting Reliable contracts, tiaws and payments

Communicating social Communicaties social and enviroimenta
initiatives

Source: OER (Open Educational Resource)

Table 4.4 Disclosure and reporting practices

Fill in the blank:/Transparent reporting builds confidence among shareholders and

### 4.4.2 Role of communication in governance

Communication plays a vital role in governance engagement. Clear, consistent, and accessible communication
ensures that stakeholders understand organisational decisions and policies. Effective communication channels
include annual reports, press releases, shareholder meetings, and digital platforms. By maintaining open
communication, organisations strengthen accountability and reduce misunderstandings.
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Communication Channels in

Governance

Corporate Engagement & Transparancy

® Annual reports
® Press releases
® Shareshoher meetings

® Digital platforms (websites, social modia)

Source: OER (Open Educational Resource)

Box 4.4 Communication channels in governance

Fill in the blank:/Effective communication strengthens accountability and reduces

#### 4.4.3 Building trust through transparency

Transparency is the foundation of trust in corporate governance. Organisations that openly share information
about their operations, challenges, and achievements foster credibility among shareholders and stakeholders.
Transparency reduces suspicion, encourages participation, and supports long-term relationships. Trust built
through transparency enhances organisational legitimacy and resilience.
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Transparency & Trust in Governance
Building Credibility & Stakekoter Confidence

OPENNESS

« Access to Information
>y | Clear Communication
« Full Disclosure

1

CREDIBILITY

»{ « Accurate Reporting
* Reliable Data

|« Ethical Conduct

ACCOUNTABILITY

« Adhertence to Rules | «
« Consegence Management .

« Performance Monitoring

. 4

PARTICIPATION
« Stakelolare Dialogue
« Feedback Mecharisms
* Inclusive Decision-Making

Source: OER (Open Educational Resource)

Diagram showing how transparency builds trust in governance.
Caption: Figure 4.4 Transparency and trust in governance.

Fill in the blank: Transparency reduces suspicion and supports long-term

HiHHHE Pilot questions 4.4
1. Disclosure and reporting practices include:
a) Financial reporting
b) Governance disclosure
c) CSR reporting
d) All of the above

2. Transparent reporting builds confidence among:
a) Shareholders and stakeholders
b) Regulators only

)
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¢) Managers only
d) Communities exclusively

3. Which of the following is a communication channel in governance?
a) Annual reports
b) Shareholder meetings
c) Digital platforms
d) All of the above

4. Effective communication helps organisations:
a) Strengthen accountability and reduce misunderstandings
b) Avoid transparency
c) Eliminate stakeholder involvement
d) Reduce trust

5. Transparency builds trust by:
a) Encouraging participation and fostering credibility
b) Promoting secrecy
c) Reducing openness
d) Avoiding accountability

Series summary — Series 4: Shareholder Rights andStakeholder Engagement

This Series examined how shareholder rights and responsibilities interact with broader stakeholder engagement in
corporate governance. We began by outlining the fundamental rights of shareholders, their responsibilities, and
the mechanisms for protecting minority shareholders. We then explored stakeholder theory, identifying key
stakeholders and the mechanisms organisations use to engage them. Building on this, we analysed conflicts
between shareholder and stakeholder priorities, strategies for balancing interests, and case examples of successful
integration. Finally, we considered accountability and transparency in engagement, focusing on disclosure
practices, communication channels;and the role of transparency in building trust.

By completing this Series, you should now be able to define shareholder rights and responsibilities, explain
stakeholder theory, and identify key stakeholders. You should also be able to evaluate mechanisms for stakeholder
engagement, analyse conflicts between shareholder and stakeholder priorities, and assess strategies for balancing
interests. In addition, you should be able to explain disclosure and reporting practices, describe the role of
communication in governance, and-evaluate how transparency builds trust. These achievements, aligned with the
Series Learning Outcomes (SLOs), equip you with practical skills to critically assess shareholder and stakeholder
dynamics in corporate governance.

Glossary — Series 4: Shareholder Rights and Stakeholder Engagement

**Accountability**: The obligation of organisations to explain and justify their actions to shareholders,
stakeholders, and regulators.

**Disclosure**: The act of providing accurate and timely information about company performance, governance,
and social responsibility.

**ESG (Environmental, Social, and Governance)**: Principles that integrate sustainability and ethical
considerations into corporate governance and decision-making.
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**Minority shareholders**: Shareholders who own smaller stakes in a company and may be vulnerable to majority
decisions, requiring protection mechanisms.

**Responsibilities of shareholders**: Duties such as exercising voting rights responsibly, respecting company
policies, avoiding conflicts of interest, and acting in good faith.

**Shareholder rights**: Fundamental entitlements including voting on key issues, receiving dividends, accessing
information, and attending general meetings.

**Stakeholder engagement**: Mechanisms and strategies used by organisations to involve stakeholders in
decision-making and governance processes.

**Stakeholder theory**: A governance approach that emphasises considering the interests of all parties affected
by organisational activities, not just shareholders.

**Transparency**: Openness in sharing information about operations, challenges, and achievements, which builds
trust and credibility.
#it# Concept Check Questions — Series 4

**Objective questions**
1. Shareholders have the right to:
a) Vote on key issues
b) Manage daily operations
c) Set executive pay directly
d) Avoid company meetings (Linked to SLO 4.1)

2. Which of the following is a responsibility of shareholders?
a) Exercising voting rights responsibly
b) Ignoring company policies
¢) Managing daily operations
d) Avoiding good faith (Linked to SLO 4.2)

3. Minority shareholders are protected through:
a) Legal safeguards
b) Regulatory oversight
¢) Governance'practices
d) All of the above (Linked to SLO 4.3)

4. Stakeholder theory emphasises:
a) Considering the interests of all affected parties
b) Focusing only on shareholders
¢) Ignoring community concerns
d) Avoiding ethical responsibility (Linked to SLO 4.4)

5. Effective stakeholder engagement strengthens organisational:
a) Legitimacy
b) Secrecy
c) Avoidance
d) Weakness (Linked to SLO 4.6)
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**Short-answer questions**

6. Define shareholder rights and give one example. (Linked to SLO 4.1)

7. State one limitation of shareholders in corporate governance. (Linked to SLO 4.2)

8. Identify one key stakeholder and explain their interest. (Linked to SLO 4.5)

9. Mention one strategy for balancing shareholder and stakeholder interests. (Linked to SLO 4.8)
10. Explain how transparency builds trust in governance. (Linked to SLO 4.12)

**Long-answer questions**

11. Analyse the importance of protecting minority shareholders and explain mechanisms used to achieve this.
(Linked to SLO 4.3)

12. Evaluate stakeholder theory and discuss how organisations identify and engage stakeholders effectively.
(Linked to SLO 4.4, 4.5, 4.6)

13. Assess conflicts between shareholder and stakeholder priorities and propose strategies for balancing these
interests. (Linked to SLO 4.7, 4.8)

14. Discuss how disclosure, communication, and transparency contribute to accountability and trust in corporate
governance. (Linked to SLO 4.10, 4.11, 4.12)

H#H#H# Answers to Concept Check Questions — Series 4

**Qbjective questions**

. a) Vote on key issues (Linked to SLO 4.1)

. a) Exercising voting rights responsibly (Linked to SLO 4.2)

. d) All of the above (Linked to SLO 4.3)

. a) Considering the interests of all affected parties (Linked to SLO 4.4)
. a) Legitimacy (Linked to SLO 4.6)
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**Short-answer questions**

6. Shareholder rights are entitlements such as voting on key issues. Example: electing directors. (Linked to SLO
4.1)

7. Shareholders cannot manage daily operations; this is the role of directors and managers. (Linked to SLO 4.2)

8. Employees are key stakeholders; they expect fair wages and safe working conditions. (Linked to SLO 4.5)

9. Corporate social responsibility initiatives. (Linked to SLO 4.8)

10. Transparency builds trust by reducing suspicion, encouraging participation, and fostering credibility. (Linked to
SLO 4.12)

**Long-answer questions**
11. *Basic response*: Minority shareholders are protected through legal safeguards, regulatory oversight, and
governance practices.

*Value-added response*: Outstanding learners may explain how these mechanisms prevent oppression,
guarantee equal treatment, and strengthen trust in governance.

12. *Basic response*: Stakeholder theory emphasises considering all affected parties. Organisations identify
stakeholders by mapping interests and engage them through consultations, surveys, and CSR initiatives.

*Value-added response*: Qutstanding learners may evaluate how effective engagement enhances legitimacy
and reputation, citing examples of stakeholder-driven policies.
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13. *Basic response*: Conflicts occur when profit maximisation clashes with stakeholder priorities. Strategies
include CSR, ESG integration, dialogue, and transparent communication.

*Value-added response*: Outstanding learners may propose how balancing interests leads to long-term
sustainability and improved trust, with case examples of firms achieving both financial growth and social impact.

14. *Basic response*: Disclosure, communication, and transparency ensure accountability and build trust.
*Value-added response*: Qutstanding learners may discuss how accurate reporting, open communication
channels, and transparent practices reduce misunderstandings, foster credibility, and strengthen organisational

resilience.
#it## Answers to Pilot Questions — Series 4

**Pilot questions 4.1 (Shareholder rights and responsibilities)**
. a) Voting on key issues

. a) Exercise voting rights responsibly

. a) Directors and managers

. a) Legal safeguards

. a) Inclusive governance
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**Pilot questions 4.2 (Stakeholder theory and engagement)**
1. a) Considering the interests of all affected parties

2. d) All of the above

3. a) Mapping their interests, influence, and expectations

4. d) All of the above

5. a) Strengthen legitimacy

**Ppilot questions 4.3 (Balancing shareholder and stakeholder interests)**
. a) Profit maximisation clashes with fair wages

. a) Corporate social responsibility initiatives

. a) Build trust among shareholders and stakeholders

. a) Financial growth and social impact can be achieved together

. a) Long-term sustainability and enhanced reputation

u b wWwN P

**Pijlot questions 4.4 (Accountability and transparency in engagement)**
1. d) All of the above

2. a) Shareholders and stakeholders

3. d) All of the above

4, a) Strengthen accountability and reduce misunderstandings

5. a) Encouraging participation and fostering credibility

##H#H References and Attributions — Series 4

Figures, tables, and boxes included in this Series were either suggested as Al-generated illustrations or sourced
from open educational resources (OERs). Where Al generation was proposed, the prompts and platforms have
been noted.

**Figures**

Figure 4.1 Fundamental rights of shareholders.

- Suggested Al prompt: "Generate a diagram showing fundamental rights of shareholders, including voting,
dividends, information access, and meetings."

- Source suggestion: "fundamental rights of shareholders corporate governance OER"

Figure 4.2 Stakeholder theory framework.
£
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- Suggested Al prompt: "Generate a diagram showing stakeholder theory with shareholders, employees,
customers, suppliers, regulators, and communities."
- Source suggestion: "stakeholder theory corporate governance OER"

Figure 4.3 Case examples of successful balance.

- Suggested Al prompt: "Generate a diagram showing case examples of successful balance between shareholder
and stakeholder interests, highlighting financial growth and social impact."

- Source suggestion: "case examples balancing shareholder stakeholder interests OER"

Figure 4.4 Transparency and trust in governance.

- Suggested Al prompt: "Generate a diagram showing how transparency builds trust in governance, including
openness, credibility, and participation."

- Source suggestion: "transparency trust corporate governance diagram OER"

**Tables**

Table 4.1 Mechanisms for protecting minority shareholders.

- Suggested Al prompt: "Generate a table listing mechanisms for protecting minority shareholders with
descriptions."

- Source suggestion: "minority shareholder protection corporate governance OER"

Table 4.2 Key stakeholders and their interests.
- Suggested Al prompt: "Generate a table listing key'stakeholders and their interests."
- Source suggestion: "key stakeholders corporate governance OER"

Table 4.3 Strategies for balancing shareholder and stakeholder interests.

- Suggested Al prompt: "Generate a table listing strategies for balancing shareholder and stakeholder interests
with descriptions."

- Source suggestion: "strategies balancing shareholder stakeholder interests OER"

Table 4.4 Disclosure and reporting practices.
- Suggested Al prompt: "Generate a table listing disclosure and reporting practices with descriptions."
- Source suggestion: "disclosure reporting practices corporate governance OER"

**Boxes**

Box 4.1 Responsibilities of shareholders.

- Suggested Al prompt: "Create a text box listing responsibilities of shareholders."
- Source suggestion: "shareholder responsibilities corporate governance OER"

Box 4.2 Mechanisms for.stakeholder engagement.
- Suggested Al prompt: "Create a text box listing mechanisms for stakeholder engagement."
- Source suggestion: "mechanisms stakeholder engagement corporate governance OER"

Box 4.3 .Examples of conflicts between shareholder and stakeholder priorities.

-Suggested Al prompt: "Create a text box listing examples of conflicts between shareholder and stakeholder
priorities."

- Source suggestion: "conflicts shareholder stakeholder corporate governance OER"

Box 4.4 Communication channels in governance.
- Suggested Al prompt: "Create a text box listing communication channels in governance."
- Source suggestion: "communication governance corporate engagement OER"
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**General references**

- Freeman, R. E. (1984). *Strategic Management: A Stakeholder Approach*. Pitman.

- Tricker, B. (2019). *Corporate Governance: Principles, Policies, and Practices* (4th ed.). Oxford University Press.
- Mallin, C. A. (2019). *Corporate Governance* (6th ed.). Oxford University Press.

- Solomon, J. (2020). *Corporate Governance and Accountability* (5th ed.). Wiley.

- OECD (2015). *G20/OECD Principles of Corporate Governance*. Organisation for Economic Co-operation and
Development.

- Financial Reporting Council (2018). *UK Corporate Governance Code*. London: FRC.

- Institute of Directors in Southern Africa (2016). *King IV Report on Corporate Governance for South Africa*.
Johannesburg: loDSA.

All references and attributions are provided in APA style. Al-generated illustrations are noted with their prompts,
while OER search strings are included to guide sourcing of open educational resources.

COURSE CODE:ACC 203
COURSE TITLE: Corporate Governance and Accounting Ethics
COURSE UNIT LOAD:(3 Units C: LH 30)

SERIES LIST

Series 1: Concepts and Theoretical Framework of Corporate Governance

Series 2: Codes of Corporate Governance — National and International Perspectives
Series 3: Governance Structures and Roles of Shareholders, Directors, and Committees
Series 4: Internal Control, Audit Procedures, and Accountability Mechanisms

Series 5: Ethical Codes and Professional Standards in Corporate Governance

Series 5: Corporate Governance and Ethics

Main Parts and Sub-Parts

5.1 Ethical foundations of corporate governance
5.1.1 Understanding ethics in governance
5.1.2/Principles of integrity, fairness, and accountability
5.1.3 Ethical dilemmas in corporate decision-making

5.2 Codes of ethics and professional conduct
5.2.1 Role of codes of ethics in governance
5.2.2 Developing and implementing ethical codes
5.2:3' Monitoring compliance with ethical standards

5.3 Corporate social responsibility (CSR) and sustainability
5.3.1 CSR as an ethical obligation
5.3.2 Linking CSR to governance outcomes
5.3.3 Sustainability practices in corporate governance
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5.4 Ethical leadership and culture
5.4.1 Role of leaders in promoting ethics
5.4.2 Building an ethical organisational culture
5.4.3 Case studies of ethical and unethical leadership

5.5 Global perspectives on ethics in governance
5.5.1 International standards and frameworks
5.5.2 Cross-cultural ethical challenges
5.5.3 Emerging trends in global corporate ethics

#i#t## Introduction — Series 5: Corporate Governance and Ethics

In the previous Series, we examined shareholder rights and stakeholder engagement, focusing on-how
organisations balance diverse interests and build trust through transparency. This Series now turns to the ethical
dimension of corporate governance, which underpins all structures, mechanisms, and relationships within
organisations. Ethics provides the moral compass that guides decision-making, ensuring that governance is not
only legally compliant but also socially responsible and sustainable.

The aim of this Series is to equip you with knowledge of ethical foundations, codes of conduct, corporate social
responsibility, ethical leadership, and global perspectives on governance ethics. By exploring these themes, you
will understand how integrity, fairness, and accountability shape governance practices and how ethical leadership
fosters trust and resilience.

We shall commence this Series by examining the ethical foundations of corporate governance, including principles
and dilemmas. Next, we will explore codes of ethics and professional conduct, focusing on their development and
implementation. Following that, we will analyse corporate social responsibility and sustainability as ethical
obligations. We will then consider the role of leadership and organisational culture in promoting ethics. Finally, we
will conclude with global perspectives, examining international standards, cross-cultural challenges, and emerging
trends in corporate ethics.

Series Learning Outcomes — Series 5: Corporate Governance and Ethics
Upon completing this Series, you should be able to:

SLO 5.1 define the ethical foundations of corporate governance,

SLO 5.2 explain the principles of integrity, fairness, and accountability in governance,
SLO 5.3 analyse ethical dilemmas in corporate decision-making,

SLO 5.4 describe the role of codes of ethics in guiding governance practices,

SLO 5.5 demonstrate how to develop and implement ethical codes within organisations,
SLO 5.6 evaluate methods for monitoring compliance with ethical standards,

SLO 5.7 explain corporate social responsibility (CSR) as an ethical obligation,

SLO 5.8 assess how CSR contributes to governance outcomes,

SLO 5.9 apply sustainability practices within corporate governance frameworks,

SLO 5.10 analyse the role of leaders in promoting ethical behaviour,

SLO 5.11 design strategies for building an ethical organisational culture,

SLO 5.12 evaluate case studies of ethical and unethical leadership,

SLO 5.13 describe international standards and frameworks for ethics in governance,
SLO 5.14 analyse cross-cultural ethical challenges in corporate governance, and

SLO 5.15 evaluate emerging global trends in corporate ethics.

## 5.1 Ethical Foundations of Corporate Governance

)
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### 5.1.1 Understanding ethics in governance

Ethics in corporate governance refers to the moral principles that guide decision-making and behaviour within
organisations. It ensures that governance practices go beyond compliance with laws to embrace fairness, integrity,
and responsibility. Ethical governance builds trust among shareholders, stakeholders, and society, and helps
prevent misconduct.

Ethics in Corporate Governance
Core Principles for Responsible Leadership

FAIRNESS

* Equal Treatment
* Impartial Decisions
* Minrory Rights

ycation
V‘QQ ,

ETHICAL

GOVERNANCE

INTEGRITY RESPONSIBLITY

* Honesty & Truthuhness « Accantalbility for Actions
* Avoidane of Conflicts » Stakeloler Consideration
* Moral Courage * Sustainable Practices

Source: OER (Open Educational Resource)

Diagram showing ethics in governance with principles of fairness, integrity, and responsibility.
Caption: Figure 5.2 Ethical foundations of governance.

Fillin.the blank: Ethics in governance ensures practices go beyond compliance with

### 5.1.2 Principles of integrity, fairness, and accountability

Three key principles underpin ethical governance:

- **Integrity**: Acting honestly and consistently in decision-making.

- **Fairness**: Ensuring equal treatment of shareholders, stakeholders, and employees.

- *¥*Accountability**: Taking responsibility for actions and decisions, and being answerable to stakeholders.

-
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Principles of Ethical
Governance

Integrity, Fairness, and Accontabiity

 Integrity
* Fairness
e Accautablity

Source: OER (Open Educational Resource)

Box 5.1 Principles of ethical governance

Fill in the blank:/Accountability means being answerable to for actions and decisions.

### 5.1.3 Ethical dilemmas in corporate decision-making

Ethical dilemmas occur when organisations face choices between profit and ethical responsibility. Examples
include deciding whether to cut costs at the expense of employee welfare, or whether to pursue growth strategies
that harm the environment. Resolving dilemmas requires balancing short-term gains with long-term sustainability
and ethical obligations.
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Box 5.3 Common Ethical Dillemas in Corporate Governance

Dilemma Ethical Concern Ethical Concern
o Cost-cutting vs.
O fair wages g Employee Sustainability
0 .
[3eh Exp_anSIon i Sustainability Stakeloter trust
environmental care
Profit vs

transparency

Source: OER - Corporate Governance & Ethics

Table 5.1 Examples of ethical dilemmas in corporate governance

Fill in the blank: Ethical dilemmas require balancing short-term gains with long-term

H#iHHHH# Pilot questions 5.1
1. Ethics in governance ensures practices go beyond:
a) Compliance with laws
b) Profit maximisation only
c¢) Avoiding fairness
d) Ignoring responsibility

2. Which of the following is a principle of ethical governance?
a) Integrity
b) Fairness
c) Accountability
d) All of the above
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3. Accountability means:
a) Being answerable to stakeholders for actions and decisions
b) Avoiding responsibility
c) Ignoring transparency
d) Reducing fairness

4. Which of the following is an example of an ethical dilemma?
a) Cost-cutting vs. fair wages
b) Transparent reporting
c) Fair treatment of employees
d) Honest communication

5. Resolving ethical dilemmas requires balancing:
a) Short-term gains with long-term sustainability
b) Profit with secrecy
c) Compliance with avoidance
d) Fairness with dishonesty

## 5.2 Codes of Ethics and Professional Conduct

### 5.2.1 Role of codes of ethics in governance

Codes of ethics provide formal guidance for behaviour and decision-making in organisations. They set standards
for integrity, fairness, and accountability, ensuring that employees and leaders act consistently with organisational
values. A well-defined code of ethics strengthens governance by reducing misconduct and promoting trust.
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ETHICAL GOVERNANCE: THE PILLARS OF TRUST
IN GOVERNANCE

INTEGRITY FAIRNESS

\ Equity,
Imparitality,
Transparency, CODE OF r:anual .

ETHICS Treatment

Honesty,
Trust

Transparency, Responsibility,
Honesty Oversignt,
Compliance

] 1 s
L=

Responsiblity,
Compliance

el
——

SOUND GOVERNANCE
FRAMERMOEK

Source: OER - Corporate Governance & Ethics

Diagram showing the role of codes of ethics in governance.
Caption: Figure 5.2 Role of codes of ethics.

Fill in the blank:'Codes of ethics provide formal guidance for and decision-making.

### 5.2.2 Developing and implementing ethical codes

Developing ethical codes involves identifying organisational values, consulting stakeholders, and drafting clear
guidelines. Implementation requires training employees, communicating expectations, and embedding the code
into daily operations. Successful implementation ensures that ethical standards are not just written but actively
practised.
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Box 5.2

Steps in developing and implementing
ethical codes

Identify organisational values

Consult stakeloders

Draft clear guidelines
& Train employees

‘I
{% Embed into daily operations

@ p Communicate expectations

s @ s W P

Source: OER - Corporate Governance & Ethics

Fill in the blank: Successful implementation ensures that ethical standards are actively

### 5.2.3-Monitoring compliance with ethical standards

Monitoring compliance ensures that codes of ethics are followed consistently. Mechanisms include audits,
reporting systems, whistle-blower protections, and disciplinary measures. Regular monitoring promotes
accountability and helps organisations detect and address ethical breaches promptly.
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Box 5.4

Mechanisms for Monitoring Ethical
Compliance in Governance

Mechanism Description

Audits Regular reviews of practices and
A\ adherirance to codes

Reporting systems Channels for employees to report

g concerns

@ Whisle-blover protection = Safugads for individuals reporting
mindsockt

Q Discipletiary measures Sanctions for breaches of ethical
= ethical standards

Source: OER - Corporate Governance & Ethics

Table 5.2 Mechanisms for monitoring compliance with ethical standards

Fill in the blank: Monitoring compliance promotes accountability and helps detect breaches.

HiHHHH# Pilot questions 5.2
1..Codes of ethics provide guidance for:
a) Behaviour.and decision-making
b) Profit maximisation only
c¢) Avoiding fairness
d) lgnoring accountability

2. Developing ethical codes involves:
a) Identifying organisational values
b) Consulting stakeholders
c) Drafting clear guidelines
d) All of the above
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3. Successful implementation of ethical codes requires:
a) Training employees and embedding codes into operations
b) Ignoring expectations
¢) Avoiding communication
d) Reducing accountability

4. Which of the following is a mechanism for monitoring compliance?
a) Audits
b) Reporting systems
¢) Whistle-blower protection
d) All of the above

5. Monitoring compliance helps organisations detect:
a) Ethical breaches
b) Profit maximisation
c) Avoidance of fairness
d) Reduced transparency
## 5.3 Corporate Social Responsibility (CSR) and Sustainability

### 5.3.1 CSR as an ethical obligation

Corporate Social Responsibility (CSR) refers to the ethical duty of organisations to contribute positively to society
beyond profit-making. CSR initiatives may include community development; environmental protection, and fair
labour practices. By treating CSR as an ethical obligation, organisations demonstrate accountability to stakeholders
and strengthen their legitimacy.
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Figure 5.3 CSR as an ethical obligation

COMMUNITY ENVIRONMENT

Sustainable

practices,
Pollution
reduction
Resource
conservation

engagement,
Philhaptainy,
investment

ETHICAL
OBLIGATION

Fair wages, Draft clear
Safe conditions guidelines

LABOUR
Praclitons,

Employee
welfare

i~ 1

SOUND GOVERNANCE
FRAMERMOEK

Source: OER - Corporate Governance & Ethics

Fill in the blank: CSR initiatives may include community development, environmental protection, and
practices.

### 5.3.2 Linking CSR to governance outcomes

CSR contributes directly to governance outcomes by enhancing reputation, building stakeholder trust, and
ensuring long-term sustainability. Organisations that integrate CSR into governance frameworks often experience
improved stakeholder relations and reduced risks. Linking CSR to governance outcomes highlights its strategic
importance beyond philanthropy.

LA-NET | ONLINE LEARNING VIDEO PLATFORM FOR POST-SECONDARY & HIGHER INSTITUTION STUDENTS



Box 5.5 CSR Initiatives and Governance Outcomes

CSR Initiative Governance Outcome
2 Enhhanced reputation Long-term sustainability
.o& . o
@ and goodwill and reduced risks
@ Environmental protection Improved stakelolher trust
practices and employee satisfaction

Source: OER - Corporate Governance & Ethics

Table 5.3
CSR contributions to governance outcomes

Fill in the blank:'Linking CSR to governance outcomes highlights its strategic importance beyond

##Ht 5.3.3 Sustainability practices in corporate governance

Sustainability practices ensure that organisations operate responsibly with regard to environmental, social, and
economic impacts. Examples include reducing carbon emissions, adopting renewable energy, and promoting
diversity.and inclusion. Sustainability strengthens governance by aligning business operations with long-term
societal/goals.
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Box 5.6 Sustainability Practices in Corporate Governance

ﬂ[:f,) Reducing carbon emissions
. @ Adopting renewable energy
. Q\ Promoting diversity and inclusion

Ensuring resource efficiency O

Q

Source: OER - Corporate Governance & Ethics

Box 5.3 Examples of sustainability practices in governance

Fill in the blank: Sustainability practices strengthen governance by aligning operations with long-term
goals.

HiHH#H Pilot questions 5.3
1. CSR refers to the ethical duty of organisations to:
a) Contribute positively to society
b) Focus only on profit-making
¢) Avoid accountability
d) Ignore stakeholders

2. CSR initiatives may include:
a) Community development
b) Environmental protection
c) Fair labour practices
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d) All of the above

3. Linking CSR to governance outcomes highlights:
a) Its strategic importance beyond philanthropy
b) Avoidance of sustainability
c) Ignoring stakeholder trust
d) Reducing reputation

4. Sustainability practices include:
a) Reducing carbon emissions
b) Adopting renewable energy
c) Promoting diversity and inclusion
d) All of the above

5. Sustainability strengthens governance by aligning operations with:
a) Long-term societal goals
b) Short-term profit only
c) Avoidance of responsibility
d) Reduced accountability
## 5.4 Ethical Leadership and Culture

### 5.4.1 Role of leaders in promoting ethics

Leaders play a central role in embedding ethics into corporate governance. Their behaviour sets the tone for the
organisation, influencing employees and stakeholders. Ethical leaders demonstrate integrity, fairness, and
accountability, ensuring that decisions align with organisational values.and societal expectations.
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Diagram showing the role of leaders in promoting ethics.
Caption: Figure 5.4 Role of ethical leadership.

Fill in the blank: Leaders set the tone for the organisation by demonstrating

#### 5.4.2 Building an ethical organisational culture

An ethical culture is created when values are embedded into policies, practices, and everyday behaviour.
Organisations build such cultures by promoting transparency, rewarding ethical conduct, and encouraging open
dialogue. A strong ethical culture reduces misconduct and enhances trust among stakeholders.
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ELEMENTS OF AN
ETHICAL ORGANISATIONAL CULTURE

v" Transparency in decision-making

v Rewarding ethical behavior

v Rewarding ethical behavior

v/ Encoriaging open dialogue

v/ Embedied values into policies and practices

OPEN EDUCATIONAL RESOURCE (OER)

OPEN EDUCATIONAL RESOURCE (OER)

Box 5.4 Elements of an‘ethical organisational culture

Fill in the blank:/A strong ethical culture reduces misconduct and enhances among stakeholders.

### 5.4.3 Case studies of ethical and unethical leadership

Case studies provide practical insights into the impact of leadership on governance. Ethical leaders often inspire
trust, improve reputation, and ensure long-term sustainability. Conversely, unethical leadership can lead to
scandals, financial losses, and damaged credibility. Analysing case studies helps learners understand the
consequences of leadership choices.

Table 5.4 Case studies of ethical and unethical leadership
Fill in the blank: Unethical leadership can lead to scandals, financial losses, and damaged

---Pilot questions 5.4
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1. Leaders promote ethics by:
a) Demonstrating integrity, fairness, and accountability
b) Ignoring organisational values
¢) Avoiding transparency
d) Reducing responsibility

2. Elements of an ethical organisational culture include:
a) Transparency in decision-making
b) Rewarding ethical behaviour
¢) Encouraging open dialogue
d) All of the above

3. A strong ethical culture enhances:
a) Trust among stakeholders
b) Avoidance of accountability
¢) Reduced transparency
d) Ignoring values

4. Ethical leadership outcomes include:
a) Trust and improved reputation
b) Scandals and financial losses
c) Damaged credibility
d) Reduced sustainability

5. Analysing case studies of leadership helps learners:
a) Understand the consequences of leadership choices
b) Avoid ethical responsibility
c) Ignore governance outcomes
d) Reduce accountability
## 5.5 Global Perspectives on Ethics.in.Governance

### 5.5.1 International standards and frameworks

International standards provide guidance for ethical governance across borders. Examples include the OECD
Principles of Corporate.Governance, the UN Global Compact, and the ISO 26000 guidelines on social responsibility.
These frameworks promote consistency, accountability, and sustainability in global corporate practices.
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INTERNATIONAL FRAMEWORKS FOR
ETHICS IN GOVERNANCE

FRAMEWORK FOCUS AREA

* Governance
OECD Principles structures and
accantaibility

* Human rights, labour
UN Global Compact environment, anti-
sustanability

OPEN EDUCATIONAL RESOURCE (OER)

Table 5.5 International standards and frameworks for ethics in governance

Fill in the blank: The UN Global Compact focuses on human rights, labour, environment, and

##Ht 5.5.2 Cross-cultural ethical challenges

Global organisations face ethical challenges due to cultural differences. Practices considered acceptable in one
country may be viewed as unethical in another. Issues include labour standards, environmental expectations, and
business transparency. Addressing these challenges requires sensitivity, adaptability, and adherence to universal
ethical principles.

-
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CROSS-CULTURAL ETHICAL CHALLENGES
IN GOVERNANCE

v/ Bribey and corruption norms

v/ Differing views on nepotism and favorinisint

v/ Varying standards for environmental
protection

v/ Human rights and labor practice disparities

v/ Transparency and disclorsre expectations

OPEN EDUCATIONAL RESOURCE (OER)

OPEN EDUCATIONAL RESOURCE (OER)

Box 5.5 Examples of cross-cultural ethical challenges
- Labour standards.differences

- Environmental/expectations

- Business transparency norms

Fill in the blank: Addressing cross-cultural challenges requires sensitivity, adaptability, and adherence to
principles.

### 5.5.3 Emerging trends in global corporate ethics

Emerging trends in global ethics include increased emphasis on sustainability, digital ethics, and diversity and
inclusion. Organisations are expected to address data privacy, artificial intelligence governance, and climate
change. These trends highlight the evolving nature of ethics in governance and the need for continuous
adaptation.
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EMERGING TRENDS IN
GLOBAL CORPORATE ETHICS

DIVERSITY &
INCLUSION

SUSTAINBILITY

DIGITAL ETHICS

OPEN EDUCATIONAL RESOURCE (OER)

Diagram showing emerging trends in global corporate ethics: sustainability, digital ethics, diversity and inclusion.
Caption: Figure 5.5-Emerging trends in global corporate ethics.

Fill in the blank: Emerging trends in global ethics include sustainability, digital ethics, and

HiHH#HE Pilot questions 5.5
1. Which of the following is an international framework for ethics in governance?
a) OECD Principles
b) UN Global Compact
€).1SO 26000
d) All of the above

2. The UN Global Compact focuses on:
a) Human rights, labour, environment, and anti-corruption
b) Profit maximisation only
c¢) Avoidance of transparency
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d) Ignoring sustainability

3. Cross-cultural ethical challenges may involve differences in:
a) Labour standards
b) Environmental expectations
c) Business transparency norms
d) All of the above

4. Addressing cross-cultural challenges requires:
a) Sensitivity, adaptability, and adherence to universal principles
b) Ignoring cultural differences
c) Avoiding accountability
d) Reducing transparency

5. Emerging trends in global ethics include:

a) Sustainability, digital ethics, and diversity and inclusion

b) Avoidance of data privacy

c) Ignoring climate change

d) Reducing stakeholder engagement
Series summary - Series 5: Ethical Codes and Professional Standards in
Corporate Governance
This Series explored the ethical dimension ‘of corporate governance, highlighting its importance
in guiding organisational behaviour and decision-making. We began with the ethical foundations
of governance, examining principles such as integrity, fairness, and accountability, and
considering how dilemmas arise when profit motives conflict with ethical responsibilities. We
then looked at codes of ethics and professional conduct, focusing on their role, development,
implementation, and monitoring. Building on this, we discussed corporate social responsibility
(CSR) and sustainability as ethical obligations, linking them to governance outcomes and long-
term societal goals. The Series also examined ethical leadership and organisational culture,
showing how leaders influence values and how culture shapes trust. Finally, we considered
global perspectives; including international standards, cross-cultural challenges, and emerging
trends such as digital ethics and sustainability.
By completing this Series, you should now be able to define ethical foundations, explain key
principles, and analyse dilemmas in governance (SLOs 5.1-5.3). You should also be able to
describe, implement, and monitor codes of ethics (SLOs 5.4-5.6), explain and assess CSR and
sustainability practices (SLOs 5.7-5.9), and evaluate the role of leadership and culture in
promoting ethics (SLOs 5.10-5.12). In addition, you should be able to describe international
standards, analyse cross-cultural challenges, and evaluate global trends in corporate ethics (SLOs
5.13-5.15). These outcomes provide you with a practical framework for applying ethical codes
and professional standards in corporate governance.
Glossary - Series 5: Ethical Codes and Professional Standards in Corporate
Governance
Accountability: The responsibility of individuals and organisations to be answerable for their
actions and decisions to stakeholders.
Codes of ethics: Formal documents that outline expected standards of behaviour and decision-
making within organisations.
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Corporate Social Responsibility (CSR): The ethical obligation of organisations to contribute
positively to society through initiatives such as community development, environmental
protection, and fair labour practices.

Ethical culture: The shared values, practices, and behaviours within an organisation that
promote integrity, fairness, and transparency.

Ethical dilemmas: Situations where organisations face conflicting choices between profit
motives and ethical responsibilities.

Ethical leadership: Leadership that demonstrates integrity, fairness, and accountability, setting
the tone for ethical behaviour across the organisation.

Fairness: The principle of treating all stakeholders equitably and without bias in governance
decisions.

Integrity: Acting honestly and consistently in decision-making, aligned with organisational
values and ethical standards.

International standards: Frameworks such as the OECD Principles, UN Global Compact, and
ISO 26000 that guide ethical governance practices globally.

Sustainability: Practices that ensure organisations operate responsibly with regard to
environmental, social, and economic impacts, supporting long-term societal goals.
Transparency: Openness in sharing information about organisational operations, decisions, and
outcomes to build trust and credibility.

This glossary consolidates the essential terms intreduced in Series 5, making it easier for learners
to revisit and reinforce their understanding.

#itH# Concept Check Questions — Series 5

**Objective questions**
1. Define the main purpose of ethics in corporate governance. (Linked to SLO 5.1)
2. Which principle ensures equal treatment of stakeholders?
a) Integrity
b) Fairness
c) Accountability
d) Transparency (Linkedto SLO 5.2)
3. Identify one mechanism for monitoring compliance with ethical standards. (Linked to SLO 5.6)
4. CSR initiatives contribute to governance outcomes by:
a) Enhancing reputation
b) Building trust
c) Ensuring sustainability
d) All/of the above (Linked to SLO 5.8)
5. Which international framework focuses on human rights, labour, environment, and anti-corruption? (Linked to
SLO 5.13)

**Short-answer questions**

6. Explain what an ethical dilemma in governance is, and give one example. (Linked to SLO 5.3)

7. Describe one step in developing and implementing ethical codes. (Linked to SLO 5.5)

8. State one sustainability practice that strengthens corporate governance. (Linked to SLO 5.9)

9. Identify one outcome of ethical leadership. (Linked to SLO 5.10)

10. Mention one cross-cultural ethical challenge faced by global organisations. (Linked to SLO 5.14)
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**Long-answer questions**

11. Analyse the importance of codes of ethics in governance and explain how organisations can ensure
compliance. (Linked to SLOs 5.4, 5.6)

12. Evaluate how CSR and sustainability practices contribute to governance outcomes and long-term societal goals.
(Linked to SLOs 5.7-5.9)

13. Assess the role of leadership in promoting ethics and discuss how organisational culture supports ethical
behaviour. (Linked to SLOs 5.10-5.12)

14. Discuss international standards and frameworks for ethics in governance, and analyse how organisations
address cross-cultural challenges. (Linked to SLOs 5.13-5.14)

15. Evaluate emerging global trends in corporate ethics and explain their implications for governance. (Linked to
SLO 5.15)

#iHt#H Answers to Concept Check Questions — Series 5

**Objective questions**

1. Ethics ensures governance goes beyond compliance to embrace fairness; integrity, and responsibility. (SLO 5.1)
2. b) Fairness (SLO 5.2)

3. Audits, reporting systems, whistle-blower protections, ordisciplinary measures. (SLO 5.6)

4. d) All of the above (SLO 5.8)

5. UN Global Compact (SLO 5.13)

**Short-answer questions**

6. An ethical dilemma is a conflict between profit motives and ethical responsibilities. Example: cost-cutting vs. fair
wages. (SLO 5.3)

7. One step is consulting stakeholders to ensure inclusiveness in drafting codes. (SLO 5.5)

8. Reducing carbon emissions is a sustainability practice that strengthens governance. (SLO 5.9)

9. Ethical leadership builds trustiamong stakeholders. (SLO 5.10)

10. Labour standards differences across countries. (SLO 5.14)

**Long-answer questions**
11. *Basic response*: Codes of ethics guide behaviour and reduce misconduct. Compliance is ensured through
audits and reporting systems.

*Value-added response*: Outstanding learners may explain how embedding codes into daily operations and
protecting whistle-blowers strengthens accountability and trust.

12. *Basic response*: CSR and sustainability enhance reputation, build trust, and ensure long-term sustainability.
*Value-added response*: Qutstanding learners may evaluate how CSR initiatives reduce risks, improve
stakeholder relations, and align governance with societal goals.

13. *Basic response*: Leaders promote ethics by demonstrating integrity and accountability. Culture supports
ethics through transparency and rewarding ethical behaviour.

*Value-added response*: Outstanding learners may assess how leadership scandals damage credibility, while
ethical cultures foster resilience and stakeholder confidence.

14. *Basic response*: International standards such as OECD Principles, UN Global Compact, and I1SO 26000 guide
governance. Organisations face challenges due to cultural differences.
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*Value-added response*: Outstanding learners may analyse how universal principles help address labour,
environmental, and transparency issues across diverse contexts.

15. *Basic response*: Emerging trends include sustainability, digital ethics, and diversity and inclusion.
*Value-added response*: Outstanding learners may evaluate how data privacy, Al governance, and climate

change reshape ethical expectations in global governance.

#### Answers to Pilot Questions — Series 5

**Ppilot questions 5.1 (Ethical foundations of governance)**

1. Ethics ensures governance goes beyond compliance with laws.
2. d) All of the above (Integrity, Fairness, Accountability)

3. a) Being answerable to stakeholders for actions and decisions
4. a) Cost-cutting vs. fair wages

5. a) Short-term gains with long-term sustainability

**Pilot questions 5.2 (Codes of ethics and professional conduct)**
1. a) Behaviour and decision-making

2. d) All of the above (values, consultation, drafting)

3. a) Training employees and embedding codes into operations

4. d) All of the above (audits, reporting, whistle-blower protection)
5. a) Ethical breaches

**Pilot questions 5.3 (CSR and sustainability)**

1. a) Contribute positively to society

2. d) All of the above (community, environment, labour practices)

3. a) Its strategic importance beyond philanthropy

4. d) All of the above (carbon reduction, renewable energy, diversity)
5. a) Long-term societal goals

**Ppilot questions 5.4 (Ethical leadership.and culture)**

. a) Demonstrating integrity, fairness, and.accountability

. d) All of the above (transparency, rewarding ethics, dialogue)
. a) Trust among stakeholders

. a) Trust and improved reputation

. a) Understand the consequences of leadership choices

u b WN -

**Pilot questions 5.5 (Global perspectives on ethics in governance)**
1. d) All of the above (OECD Principles, UN Global Compact, ISO 26000)
2. a) Human rights, labour, environment, and anti-corruption

3. d)All of the above (labour, environment, transparency)

4. a) Sensitivity, adaptability, and adherence to universal principles
5.1a) Sustainability, digital ethics, and diversity and inclusion

#ith# References and Attributions — Series 5

Figures, tables, and boxes included in this Series were either suggested as Al-generated illustrations or sourced
fromopen educational resources (OERs). Where Al generation was proposed, the prompts and platforms have
been noted.

**Figures**

Figure 5.1 Ethical foundations of governance.

- Suggested Al prompt: "Generate a diagram showing ethics in corporate governance with fairness, integrity, and
responsibility."
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- Source suggestion: "ethics corporate governance principles OER"

Figure 5.2 Role of codes of ethics.

- Suggested Al prompt: "Generate a diagram showing the role of codes of ethics in governance, including integrity,
fairness, and accountability."

- Source suggestion: "role of codes of ethics corporate governance OER"

Figure 5.3 CSR as an ethical obligation.

- Suggested Al prompt: "Generate a diagram showing CSR as an ethical obligation with community, environment,
and labour practices."

- Source suggestion: "CSR ethical obligation corporate governance OER"

Figure 5.4 Role of ethical leadership.

- Suggested Al prompt: "Generate a diagram showing the role of leaders in promoting ethics, highlighting integrity,
fairness, and accountability."

- Source suggestion: "ethical leadership corporate governance OER"

Figure 5.5 Emerging trends in global corporate ethics.

- Suggested Al prompt: "Generate a diagram showing emerging trends in global corporate ethics, including
sustainability, digital ethics, and diversity and inclusion."

- Source suggestion: "emerging trends global corporate ethics OER"

**Tables**

Table 5.1 Examples of ethical dilemmas in corporate governance.

- Suggested Al prompt: "Generate a table listing examples of ethical dilemmas in corporate governance with
concerns."

- Source suggestion: "ethical dilemmas corporate governance examples OER"

Table 5.2 Mechanisms for monitoring compliance with ethical standards.

- Suggested Al prompt: "Generate atable listing.mechanisms for monitoring compliance with ethical standards
with descriptions."

- Source suggestion: "monitoring compliance ethical standards corporate governance OER"

Table 5.3 CSR contributions to governance outcomes.
- Suggested Al prompt: "Generate a table showing CSR initiatives and their governance outcomes."
- Source suggestion: "CSR governance outcomes corporate governance OER"

Table 5.4 Case studies of ethical and unethical leadership.
- Suggested Al prompt: "Generate a table comparing outcomes of ethical and unethical leadership."
- Source suggestion: "case studies ethical unethical leadership corporate governance OER"

Table 5.5 International standards and frameworks for ethics in governance.

- Suggested Al prompt: "Generate a table listing international standards and frameworks for ethics in governance
with focus areas."

- Source suggestion: "international standards ethics corporate governance OER"

**Boxes**

Box 5.1 Principles of ethical governance.

- Suggested Al prompt: "Create a text box listing principles of ethical governance: integrity, fairness,
accountability."

- Source suggestion: "principles ethical governance integrity fairness accountability OER"

-
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Box 5.2 Steps in developing and implementing ethical codes.
- Suggested Al prompt: "Create a text box listing steps in developing and implementing ethical codes."
- Source suggestion: "developing implementing ethical codes corporate governance OER"

Box 5.3 Examples of sustainability practices in governance.
- Suggested Al prompt: "Create a text box listing examples of sustainability practices in corporate governance."
- Source suggestion: "sustainability practices corporate governance OER"

Box 5.4 Elements of an ethical organisational culture.
- Suggested Al prompt: "Create a text box listing elements of an ethical organisational culture/"
- Source suggestion: "ethical organisational culture corporate governance OER"

Box 5.5 Examples of cross-cultural ethical challenges.
- Suggested Al prompt: "Create a text box listing examples of cross-cultural ethical challenges in governance."
- Source suggestion: "cross cultural ethical challenges corporate governance OER"

**General references**

- Freeman, R. E. (1984). *Strategic Management: A Stakeholder Approach*. Pitman.

- Tricker, B. (2019). *Corporate Governance: Principles, Policies, and Practices* (4th/ed.). Oxford University Press.
- Mallin, C. A. (2019). *Corporate Governance* (6th ed.). Oxford University Press.

- Solomon, J. (2020). *Corporate Governance and Accountability* (5th ed.). Wiley.

- OECD (2015). *G20/OECD Principles of Corporate Governance*. Organisation for Economic Co-operation and
Development.

- United Nations Global Compact (2010). *Ten Principles of the UN Global Compact*. New York: UNGC.

- International Organization for Standardization (2010). *ISO 26000: Guidance on Social Responsibility*. Geneva:
ISO.

- Financial Reporting Council (2018). *UK-Corporate Governance Code*. London: FRC.

- Institute of Directors in Southern Africa (2016). *King IV. Report on Corporate Governance for South Africa*.
Johannesburg: loDSA.

All references and attributions are provided in APA style. Al-generated illustrations are noted with their prompts,
while OER search strings are included to guide sourcing of open educational resources.
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