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                    The term corporate governance is well-known and it has been in co-existence with 
 the expansion of the international trade. More precisely , it began to attract attention in 
 the  early  1970’s  in  the  United  States  of  America.  Corporate  governance  is  simply 
 designed for better decision making in a corporate environment. According to S.B, Sailaja 
 and Begum (2014, p.1) it is “the system by which business corporations are directed and 
 controlled.  The  corporate  governance  structure  specifies  the  distribution  of  rights  and 
 responsibilities  among  different  participants  in  the  corporation,  such  as  the  board, 
 managers, shareholders and other stakeholders. It spells out the rules and procedures for 
 making decisions on corporate affairs. By doing this, it also provides the structure through 
 which  the  company  objectives  are  set  and  the  means  of  attaining  those  objectives  a 
 monitoring performance". 


Corporate  governance  in  the  main  is  designed  to  safeguard  shareholders'  rights 
through adherence to the prescribed governance practices but it goes way beyond those 


objectives.  It  is  concerned  with  adherence  to  the  prescribed  accounting  and  audit 
 standards,  compliances  with  the  applicable  legislations  and  the  Stock  Market 
 requirements.  Board  members  are  therefore  accountable   for  their  actions 
 towards  managing the corporation. Safeguarding its assets, taking preventive measures 
 against   risks  along  with  future  operations  is  also  the  message  published  in  numerous 
 business journals by leading authorities (Calder, 2008, p. 2). It is described as “the process 
 by  which  corporations  are  made  responsive  to  the  rights  and  wishes  of  stakeholders” 


(Demb & Neubauer, 1992, p. 9).Various views of corporate governance can therefore be 
 seen.  While they all appear to converge towards the role of the executives and their legal 
 and ethical obligations in the running of their corporations for the good of the stakeholders 
 it’s also connected with preservation of the environment and its natural resources.  


The numerous opinions on the subject can also be referred to as diverse cultural 
 contexts  coming  from  different  intellectual  backgrounds,  curiosities  and  practices. 


Contributors in the area come from distinctive educational disciplines. However, “there 
 is often little or incomplete integration between the various disciplines” (Turnbull, 1997). 


This  can  be  seen  as  a  weakness  of  corporate  governance.  Nevertheless,  its  difficult  to 
 imagine a world without the concept of corporate governance. 


2.1.1 Models Related to Corporate Governance 


Researcher’s and academician’s were able to identify and come up with various 
 models  that  were  proposed  with  corporate  governance  operations.  The  most  relevant 
 models are provided by Hawley and Williams in the year 1996, they stated four different 
 organisational  governance  models  that  provide  the  relevant  working  mechanism  best 
 suited in a corporate organization. Corporate governance is the vital component that is 
 the centre stone of these models for operating devices. These models are mentioned along 
 with their brief explanation below: 


1.  Finance Model 
2.  Stewardship Model 
3.  Stakeholder Model 
4.  Political Model 


1.Finance Model 


There are two main features of this model; one is the rules and the other is the 
 incentives. Excluded from there are the other frameworks for example those relating to 
 the regulatory or legal and political aspects. The main focus is on how best to align the 
 behaviour  of  the  top  management  with  the  expectations  of  the  shareholders.  With  this 
 being  the  desired  goal  the  finance  model  sets  up  suitable  rules  for  the  management  to 
 follow in protecting the shareholders’ interest. 


2.Stewardship Model 


This model focuses on the decision-making and the consequent results of those 
 decisions made by the management for the benefit of the shareholders. “By whom and 
 how the decisions are endorsed and who are accountable for those decisions is the main 
 aspect  of  this  model.  Stewards  are  the  executives  or  managers  of  the  corporation” 


(Turnbull,  1997,  p.189).  Afterall,  the  stewards  being  the  representatives  of  the 
 corporations  work  with  determination  to  achieve  high  returns  for  the  shareholders 
 (Donaldson & Davis, 1994, p.424). 


3.Stakeholder Model 


This  model  identifies  the  stakeholders  as  not  only  the  investors  but  also  the 
 employees, the communities, the customers and the suppliers, and also the governments. 


After all they are all  connected  in generating value for the entire stakeholders and not 
exclusively for the shareholders and the owners of the business. It could be said that the 
stakeholders are less interested in the share price appreciation but more focused on the 
all-encompassing  performance  of  their  corporation.  This  philosophy  contributes  to  the 
longevity of the company and thus it benefits all stakeholders in the long run. 


4.Political Model 


It’s a democratic model for effecting changes in company policies as it affects the 
 decision making process. It stipulates the distribution aspects of the powers and privileges 
 among the various parties associated with corporate governance. It’s structured with the 
 object of providing checks and balances in the multinationals to allow participation in the 
 smooth  running  of  the  corporation  in  a  way  that  allows  involvement  of  the  civic 
 communities also. Accountability and transparency are intended to be achieved by this 
 model which are two of the pillars of corporate governance. 


2.1.2 Failure of Corporate Governance 


The  corporate  scandals  of  the  past  two  decades  have  drawn  attention  to  the 
 weaknesses  of  the  execution-type  of  corporate  governance  policies.  Accounting 
 manipulations  such  as  the  overstated  earnings  coupled  with  the  internal  control 
 weaknesses lead to the failures cited in Table 1 and 2 above. Poor leadership and equally 
 poor communication together with excessive secretive practices also in the author’s view 
 are among the reasons behind corporate malpractices. Why some senior board members 
 were so blind to the financial realities of their corporations remains a point of debate. But 
 the fact is that they were consistently and deliberately covering up for their poor financial 
 performances. It’s also a reasonable conclusion to draw that the excessive complexities 
 which are inherent in multinationals too contributed to their overall corporate governance 
 failures. 


Additionally, some of the inappropriate incentives for example the performance 
 based  remuneration  systems  compromised  the  ethics  even  at  the  chairmanship  status. 


Suffice  to  say  that  professional  ethics  continue  to  be  necessary  for  maintaining  an 
 effective  corporate  governance  tone  at  the  top  down  to  the  managerial  level  of 
 management. 


Clearly  the  corporate  governance  policies  and  procedures  alone  proved 
insufficient in terms of safeguarding the assets and also proved ineffective in reducing 
financial risks from both within and outside of those corporations mentioned in the above 
tables. In summary it’s the author’s strong belief that the contributory factors that lead to 


governance  failures  go  beyond  just  the  ethical  violations,  transparency  deficiency, 
accountability and oversight issues, they are also inseparable from the conflict of interest 
requirement which was a commonly lacking factor in the cited cases. 
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