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“Good governance is not an outcome of 
itself, it is forged deep inside organisations 
and has an almost primitive connection 
with culture”



So, what are we doing here?



Governance



Ultimate defence?

http://www.museums.gov.gg/Castle-Cornet



White elephant?

https://999thepoint.com/where-did-the-term-white-elephant-party-come-from/



But first…



There were 5 monkeys…



…and a ladder…



…at the top of the ladder, bananas…



…and a spray of water.



What do we mean by 
Ultimate defence?



Defending against?



The Agency issue?
Professional managers are said to be virtually unaccountable to 
shareholders.

Macey, Jonathan R., (1998). Measuring the Effectiveness of Different Corporate Governance Systems: 
Toward a More Scientific Approach. Bank of America Journal of Applied Corporate Finance, Vol. 63, No. 
2, 1998.



Since Berle and Means’ 1932 "The Modern Corporation and 
Private Property," many have believed that there are significant 
problems with the system of corporate governance. 

In particular, the separation of ownership and control, where it is 
said to produce an organisational structure in which shareholders 
face collective action problems that make it impossible for them 
effectively to monitor and discipline the management of the 
firms in which they have invested.

Macey, Jonathan R., (1998). Measuring the Effectiveness of Different Corporate Governance Systems: 
Toward a More Scientific Approach. Bank of America Journal of Applied Corporate Finance, Vol. 63, No. 
2, 1998.



Regulatory Risks?



Non-regulatory risks?



Fraud/Corruption?Fraud/Corruption?



Individual dominance?



Financial loss/instability?



What do we mean by
White elephant?



Expensive?
Little use or value?

Effective?



Perhaps there are some questions we need 
to ask first?



What is governance?
How do we get it?

Is it effective?
Does it add value?



So, what is governance?
How do we get it?



So, what’s Governance…



The definitions are: 
Long-winded, and
Theoretical



Most importantly, they lack:
Practicality



However…



…good governance is possibly the product of 
good decision-making and the effective 
implementation of those decisions.



Decision-making

Implementation



Decision-making itself is the product of 
three features…



Decision-making
…Information quality,
Effective information flow, and
Quality of decision-makers



Decision-making

Implementation



Implementation, is the product of three 
features…



Implementation
Clear instruction,
Efficiencies of operation, and
Reasoned persistence.



…good governance is possibly the product of 
good decision-making and the effective 
implementation of those decisions.



However…



Policies, processes and systems are all but 
window dressing to the real game 
changers…



…the drivers, the things without which
these will undoubtedly fail...



...consistent, ethical, visible, and strong 
leadership, 

guided by…



...clear principles, which encourage good 
behaviours



"Good governance cannot be imposed by the introduction of 
standards, rules or protocols. 

Rather, it is continually co-produced by members of the 
organisation, in all their diverse roles, by the way in which they 
learn how to blend rules, processes and controls with strong 
values and positive behaviours, to achieve a model of good 
governance that works for their particular purposes and context.” 

Professor Catherine Staite



Rules are different to 'norms'

Rules exist for two principle reasons

1. When we can’t count on people to make good choices in creating and 
sticking to the norms around us, and

2. When it’s too complicated or off putting to keep the norms in sync



Several studies and initiatives have emphasised the importance of 
a strong ethical organisational DNA (ODNA) to create and 
promote an effective corporate governance culture of trust, 
integrity and intellectual honesty. 

Arjoon, (2006) highlights the drawbacks of an excessively heavy 
reliance on rules-based approaches that increase the cost of 
doing business, overshadow essential elements of good corporate 
governance, create a culture of dependency, and can result in 
legal absolutism. 

Arjoon, S., (2006). Striking a Balance Between Rules and Principles-based Approaches for Effective 
Governance: A Risks-based Approach. Journal of Business Ethics, Volume 68, Issue 1, pp 53–82



Arjoon suggests that the way forward for effective corporate 
governance is to strike an optimal balance between rules-based 
and principles-based approaches. 

Recent corporate scandals have demonstrated that the ethical 
ODNA is critical to the driving force and basis of legal and 
regulatory requirements. 

Effective governance means adhering to ethical principles, not 
merely complying with rules, and is a crucial guardian of a firm’s 
reputation and integrity.

Arjoon, S., (2006). Striking a Balance Between Rules and Principles-based Approaches for Effective 
Governance: A Risks-based Approach. Journal of Business Ethics, Volume 68, Issue 1, pp 53–82



A model towards good governance



Is it effective?
Does it add value?



Korac-Kakabadse et al 2001 considered corporate governance’s 
contribution to corporate performance reveals that…

…there is no conclusive evidence of contribution. 

Korac-Kakabadse, N., Kakabadse, A. and Kouzmin, A. (2001), "Board governance and company 
performance: any correlations?", Corporate Governance, Vol. 1 No. 1, pp. 24-30.



Otten et al, 2004 assessed whether good corporate governance 
leads to higher common stock returns and enhances firm value in 
Europe. 

They demonstrated a positive relationship between stock returns 
and corporate governance. 

However, they also found a negative relationship between 
governance standards and earnings-based performance ratios

Otten et al., (2004), Empirical evidence on corporate governance in Europe: The effect on stock returns, 
firm value and performance. Journal of Asset Management Volume 5, Issue 2, pp 91–104 



Khanchel, I. (2007), looked at 624 US listed and non-financial firms 
for the period of 1994-2003. 

Results show statistically significant and positive associations 
between each governance index (exception to board index) and 
firm size, investment opportunities, intangible assets and directors 
and officers ownership. 

Furthermore, institutional ownership and external financing needs 
are positively related to each governance index considered.

However, growth opportunities and performance have no 
significant effect on governance quality.
Khanchel, I. (2007), "Corporate governance: measurement and determinant analysis", Managerial 
Auditing Journal, Vol. 22 No. 8, pp. 740-760.



The Institute of Chartered Accountants of Scotland reviewed 
governance factors and various performance indicators.

The findings reveal no clear systematic relationship between 
governance factors and improved performance, and no strong 
evidence that governance reduces either total or systematic risk. 

The Institute of Chartered Accountants of Scotland, (2009). Corporate Governance and Corporate 
Performance: UK FTSE 350 Companies



Humera et al, 2011 investigated the relationship between 
corporate governance and firm performance of twenty firms listed 
at Karachi Stock Exchange. 

The result shows that firms with good corporate governance 
measures perform well, as compared to the firms having no or 
less corporate governance practices. 

Humera K, et al., (2011). Corporate Governance and Firm Performance: A Case study of Karachi Stock 
Market. International Journal of Trade, Economics and Finance, Vol.2, No.1



Massod and Ghodratollah, 2011 reiterate that the value creation 
of Corporate Governance can be measured through the firm 
performance.

Based on a randomly selected sample of companies they found 
that CEO duality has a negative relationship with firm 
performance (Return on Equity and Return on Asset).

However, there is no significant relationship between board 
independency, board size and ownership structure and firm 
performance.
Masood and Ghodratollah, (2011). Corporate Governance and Firm Performance. International 
Conference on Sociality and Economics Development (ICSED 2011), Kuala Lumpur, Malaysia, June 17-19, 
2011, International Proceedings of Economics Development and Research (IPEDR) vol.10, International 
Association of Computer Science and Information Technology Press (IACSIT Press), Singa.:

https://ssrn.com/abstract=2259541


For all assessed SMEs, corporate governance factors – board size, 
chief executive officer (CEO) age and tenure and directors’ 
remuneration – are significantly associated with performance of 
SMEs. 

The results also suggest that while board size is associated with 
the performance of both small and medium enterprises, CEO age 
is significant only for medium firms and directors’ remuneration 
only for small ones, while CEO tenure and proportion of non-
executive directors are not significant for either.

Afrifa, G. and Tauringana, V. (2015), Corporate governance and performance of UK listed small and 
medium enterprises, Corporate Governance, Vol. 15 No. 5, pp. 719-733.



Malik 2016, found a strong positive relationship between 
corporate governance and firm performance. 

Smaller board sizes are found to generate better firm 
performance in Fortune Global 500 Companies. 

Frequency of board meetings have also been found to have 
inverse relationship with firm performance. 

Malik, M. and Makhdoom, D. (2016), Does corporate governance beget firm performance in Fortune 
Global 500 companies?, Corporate Governance, Vol. 16 No. 4, pp. 747-764.



Akbar et al 2016, examined the relationship between corporate 
governance compliance and firm performance in the UK. 

In contrast to earlier findings in the UK literature, the results 
suggest that compliance with corporate governance regulations is 
not a determinant of corporate performance in the UK. 

Akbar S, et al., (2016). More on the relationship between corporate governance and firm performance in 
the UK: Evidence from the application of generalized method of moments estimation. Research in 
International Business and Finance



So…

Most attempts to measure the quality of corporate governance 
focus on compliance related issues. 

Numerous rating models also seem to focus on the inputs of 
governance, such as the composition of boards and the separation 
of the CEO and chairman roles. 

Argüden, (2010). Measuring the effectiveness of corporate governance. Leadership and Organisations. 



However, they do not pay sufficient attention to the quality of 
information, decision-making processes, nor link the effectiveness 
of governance to output measures such as the brand image, 
employee and customer satisfaction indices, or profitability and 
value creation. 

Also, most measures fail to deal with learning and development in 
governance. 

Argüden, (2010). Measuring the effectiveness of corporate governance. Leadership and Organisations.



…measuring the quality of corporate governance is still a relatively new 
concept. 

The construction of the index for measuring the quality of corporate 
governance still comes down to simplification of standards or criteria 
which mainly revolve around three dimensions - compliance, 
performance and accountability. 

In contrast to the level of compliance with good governance standards, 
scientific assessment of the quality of corporate governance remains a 
mystery.

Darko, T et al., (2014). Measuring the Quality of Corporate Governance – A Review of Corporate Governance 
Indices. European Journal of Economics and Management (1234-5678) 1 (2014), 1; 234-251



So, back to our question…
Governance

Ultimate defence?

White elephant?



So, what do we do with all this?

1. Design, document and share extensively across the business 
your governance framework

2. Ensure you have considered the key aspects such as:
• Decision-making
• Implementation
• Principles or values

3. Recognise that policies, procedures, systems and controls are 
important, but not a panacea

4. Design and implement a ‘cultural’ programme
5. Consider carefully how you will monitor the progress and 

performance of your governance framework



Thank you
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