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                    The  result  from  the  qualitative  research  signifies  the  importance  of  prevention, 
 and detection of fraudulent acts from within more than from outside the corporations. The 
 research responses to the questions eg “How poor ethical leadership and mismanagement 
 have led to economic failures, and how most corporate governance programs have been 
 ineffective  in  governance  processes?”  were  debated  extensively  during  the  interviews 
 with  the  participants.  The  participants’  inputs  have  been  both  similar  and  varied  in 
 emphasis, eg the need to keep the communication going between the top and the bottom 
 layer  of  the  employees,  the  upholding  of  moral  values,  strengthening  of  the  internal 
 controls  and  adherence  to  the  good  governance  principles  were  the  recurrent  themes. 


However, the past two decades have seen the failures in corporate governance and make 
 us  realise  the  importance  of  managing  the  risk  factors  within  the  corporation  (Monks 


&amp; Minow, 2011, p. 1) as an integral part of the corporate policy structure. 


The Research question for this study “Why and where corporate governance has 
 failed in deterring financial fraud” is analysed through the research. This is based on the 
 thorough analysis of fraud cases and the inputs provided by the respondents during the 
 interview. The Table below summarises thus; 


  


REASONS OF CORPORATE GOVERNANCE FAILURE 


Reasons 


•  Tone at the top lacking clarity and direction 


•  Top managements’ casual approach to policy implementation 


•  Inadequate review system and poor internal control  


•  Questionable ethics 


•  Low business integrity 


•  Missing documentation 


•  Disregard to risk factors 


•  Non-existence or weak oversight procedures 


•  Lack of training  


•  Outdated fraud response plan 


•  Only marginal or minimum employee participation 
 Table 6: Reasons of Corporate Governance Failure - Author’s Creation 


Protection of corporate reputation,  credibility of management and business as a 
 whole requires  continuous risk evaluations and responsible governance practice. Thus, 
 corporations  have  not  been  able  to  identify  the  risks  correctly.  Otherwise,  Lehman 
 Brothers  would  not  have  collapsed  just  in  one  quarter.  Enron’s  risk  management 
 committee did exist, but did anybody know at that particular point of time that Enron was 
 going  to  collapse  in  the  following  months.  Firstly,  more  important  is  to  recognise  the 
 risks, then assess the risks, and thereafter get into the mitigation of the risks. Therefore 
 the identification, assessment and the mitigation of risks has been a consistent feature of 
 my study. 


To  uncover  the  fraud  incidences  and  identification  of  corrupt  environment,  a 
 proactive  plan  and  an  implementable  strategy  is  needed.  Policies  like  Sarbanes-Oxley 
 came into existence along with the ACFE , PWC , GAAP and various academic scholars 
 to  ensure  accountability  and  the  compliance  with  good  ethical  practices.  Additionally, 
 specific policies by EU and OECD have made progress in influencing the corporations’ 


policies. Corporations indeed have policies and internal control mechanisms but to what 
extent the management implies it, varies from entity to entity. In essence they continue to 
be focused on improving their system of governance but certain types of frauds do still 
surface from time to time. 


The research has revealed that generally there are individual pillars of corporate 
 governance  in  existence;  namely,  the  company  management  team  itself,  including  the 
 directors  of  the  company  that  is  equal  participation  of  executive  and  non-executive 
 directors,  followed  by  regulators  and  then  the  internal  auditors.  In  addition,  the 
 independent auditors are also a vital part of the pillar of corporate governance. Auditors 
 for example Arthur Anderson had not performed  to the extent expected of them  in the  
 detection and avoidance of fraudulent conducts. Cases highlighted in the study confirm 
 the  accounting  manipulations  and  the  lapses  in  the  integrity  standards  that  led  to  the 
 various corporate scandals. Thus, the presence of the independent audit committee has 
 been a noticeable feature of the modern governance scene. Such audit committees often 
 have independent experts who would also be looking from stakeholders and shareholder’s 
 perspective.   


The  three  main  blocks  identified  during  the  research  which  represent  the 
 significant measures in preventing or mitigating fraud practices and enhancing the smooth 
 operations through effective corporate governance are;  


First; The Impact of Company Structure and Governance: requires corporations 
 board  to  possess  a  correct  tone  which  is  an  essential  component  along  with  regularly 
 reviewing management operations to provide directions towards achieving the goals and 
 targets set by the company. Moreover, the board is critical in displaying a proper code of 
 conduct,  ethics  and  integrity  plus  representing  responsibility  towards  stakeholders. 


Furthermore,  Governance  structure  comprises  corporate  culture  in  a  corporation,  an 
 important  aspect  in  providing  smooth  operations.  Thus,  understanding  organisational 
 culture is very critical as it makes the personnel’s in the corporation to be aware of  the 
 corporations  proceedings,  which  leads  them  to  act  and  sense  accordingly  to  the 
 surroundings, ultimately compelling them to make a decision (Lok & Crawford, 2004, p. 


322).  Culture  is  important  for  individuals  as  an  element  of  job  satisfaction  due  to 
 interactions, response and gestures followed by others in the corporation that is integral 
 part  of  organisational  culture.  Lastly,  the  governance  mechanism  of  an  organization 
 includes regular monitoring over the employees’ workings to provide direction in most 
 settings.  That  would  include  a  proactive  data  monitoring,  internal  assessments  and 
 establishing reporting mechanisms. 


Second;  Importance  of  business  ethics:  the  qualitative  research  participants 


Enron’s  top  management  was  unethical  in  their  corporate  activities  and  that  lead  to 
 organization’s  failure.  Therefore,  to  overcome  the  wrong  elements  and  to  maintain 
 dignified  work  operations  an  ethical  training  including  e-testing,  online  courses  and 
 annual compliance training must be included in management regular operating policy. 


Third;  Fraud  precautionary  measures:  these  measures  are  a  significant  area  of 
 corporate governance that a corporation must focus on. The past decade is an example of 
 a series of corporation failures due to fraud and scandals. Thus the management in all the 
 identified cases had neglected the importance of fraud prevention, detection and control. 


As a result regular fraud assessments and risk considerations were repeatedly overlooked. 


Furthermore,  the  audit  committees  and  the  external  auditors  demonstrated  poor 
professionalism.  A  combination  of  all  these  sighted  aspects  lead  to  the  corporate 
governance failure during the instances of the research. 
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