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Based on the AAA training “Managing Business Growth”, this Business Bulletin 

delves into the topic of Corporate Governance, explaining what it is, why it is 

important for companies and how you should deal with it in your own 

company. 

 

1. What is Corporate Governance? 

 

Corporate Governance is the framework of operation that is established to 

control and direct the company at the highest levels. It is intended to direct 

and manage the business affairs of a company in order to:  

 

 enhance the company’s transparency and accountability; 

 define roles and responsibilities of internal stakeholders such as the 

company board, directors, management and shareholders; 

 make sure the company’s management protects shareholder’s rights 

and works in the best interest of shareholders;  

 make sure the interests of broader stakeholders (such as employees, 

investors, local communities and customers) are taken into account; 

 assure ethical behavior and integrity.   

 

It is essentially a function of leadership and direction within an organization; 

appropriate risk management and control over its activities; and the manner 

in which meaningful disclosure relating to its activities is made to shareholders 

and other stakeholders. 

 

2. Why is Corporate Governance important?  

 

Companies have to act in the best interest of their shareholders and take into 

account an increasing number of internal and external stakeholders. Let’s 

look at a few examples to illustrate this:  

 Shareholders expect a reasonable rate of return and transparent 

information on the financial situation of the company.    

 Employees expect a fair wage and safe working conditions. 

 Customers are not only interested in the price and quality of products, 

but also increasingly demand accurate information on ingredients, 

production processes, environmental impacts, etcetera. If a customer is 

not satisfied, he/she may feel or be entitled to return the goods, or to a 

refund or rebate. This is the case for both business-to-business and 

business-to-consumer transactions. 

 



 

 

 

 

 

 Members of local communities expect their wellbeing to be respected, 

and expect companies not to pollute or cause health issues as a result 

of their production processes.  

 Governments demand companies to adhere to all kinds of national 

and international laws and regulations. 

 

In short, it’s not sufficient for a company to “just” determine how best to run 

the business from the viewpoint of an economic return on investment. 

Companies are expected to behave ethically, responsibly and transparently.  

 

Companies have to take into account the broader social and market 

environment, and respect a variety of written and sometimes unwritten 

regulations and demands. Not doing so implies a risk of reputation damage, 

loss of customers or license to operate. To take this even further, broader 

stakeholders and the wider audience increasingly expect you to 

communicate openly and to be accountable.  

 

3. What does this mean for your company? 

 

A framework for Corporate Governance will help to guide the company to 

behave ethically and transparently while respecting the needs and rights of 

crucial internal and external stakeholders. The critical questions you will have 

to ask yourself in building a corporate governance structure for your 

company include: 

 

• Is the leadership aligned to the organization’s leadership and strategy? 

• Is there a company performance monitoring & evaluation system? 

• Are the accounting books audited at stated intervals? 

• How to relate to and communicate with stakeholders? 

 

4. Further reading 

 

An interesting example from Tanzania with further information on Corporate 

Governance is linked to this Business Bulletin and can be downloaded from 

the AAA Resource Centre. The AAA training “Managing Business Growth” can 

help you to get started on your company’s Corporate Governance 

framework. 

 


