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INTRODUCTION

The history of corporate governance is long, rich and packed with
twists and turns. It’s a topic that touches on managerial accountability, board
structure and shareholder rights — including both periods of shareholder
passivity and shareholder. power. Governance began with the rise of
corporations, dating back to the East India Company, the Hudson’s Bay
Company, the Levant Company and other major chartered companies
during the 16th and 17th centuries. . .

While the concept of corporate governance' has existed for centuries,
the name didn’t come into vogue until the 1970s. The United States was the
only country using the term at the time. The balance of power and decision-
making between board directors, executives and shareholders has been
evolving for centuries. The issue has been a hot topic among academic
experts, regulators, executives, and investors, making corporate governance
history critical to understanding why corporate governance is so important.

In a modern business landscape, the importance of board committees
in corporate governance cannot be overlooked. These specialized groups
streamline decision-making, enabling corporations to operate more
transparently and efficiently. The importance of good corporate governance
practices are vital in an era of transparency, accountability, and company
sustainability. Harvard Law School Forum on Corporate Governance
mentioned that 64% of investors believe? weak governance practices are the
most crucial factor, alongside poor financial performance when making
investment decisions.

Thus, boards should at least compare and track their corporate
governance practices with the market and peers to ensure better stakeholder
reporting? in successful business. Also, a positive environment, business
ethics, and board culture* boost a company’s reputation and ensure its
longevity.

Corporate governance refers to the set of rules, procedures, and
processes that guide and control a firm. The importance of corporate
governance in organizations has gained significant attention in the
contemporary business landscape.

Not merely a set of guidelines, an effective corporate governance
framework is instrumental in influencing the behavior of key players and

! https:/fwww.diligent.com/resources/guides/corp governance
? https://corpgov.law harvard.edu/
! https:/fidealsboard com/stakeholder-reporting/

* hitps:/fidealsboard.com/how-can-a-board-of-directors fally THp

other stakeholders within a company. Thus, policies, corporate culture,
goals, ethical behavior, and a positive workplace environment are essential
for ethical decision-making and long-term value creation.

Additionally, to achieve exceptional corporate governance and uphold
business integrity, risk management should become a part of corporate
strategy. Enterprise risk management® helps identify, evaluate, and manage
risks proactively, which, in turn, reduces threats and improves corporate
transparency in terms of long-term success. . 2

The Deloitte report “Good Governance Driving Corporate
Performance” confirms that implementing good governance practices® leads
to better organizational performance. It emphasizes the growing importance
of corporate governance in shaping the decisions made by independent
directors, boards of directors, company management, senior management
executives, and other stakeholders.

Forbes also highlights that having good corporate governance’ leads
to a corporate culture that prioritizes accountability, transparency, and the
welfare of stakeholders. Furthermore, board members and senior leaders
who uphold good corporate governance act as the foundation of business
values.

In this textbook explained the importance of corporate governance in
siralegic management, comparing models of corporate governance across
various industries, delved into how to measure board effectiveness of good
corporate governance and explain the principles of corporate governance.

The textbook begins with an introduction to corporate governance,
highlighting its definition and emphasizing its importance in today's
business world. It explores the theoretical foundations that underpin
corporate governance, focuses on the various mechanisms employed in
¢orporate governance. It investigates the legal and regulatory frameworks
that govern corporate governance practices, delves into board effectiveness
und leadership, recognizing their critical impact on governance practices.
Also focuses on risk management and internal controls within the context
ol corporate governance, the concept of dividends and dividend policy. It
covers the context of listed companies, highlighting the unique challenges
nnd requirements they face. Textbook discusses corporate strategy,
fecognizing its importance within the broader context of corporate

" g oo poratedi 'resources/caresr-map/sell-side/risk Tt ferm-corporate-g e/
hips w w2 diloitte. com/content/dam/Deloitte/nl/D: risk/deloi I-risk-good-g driving-
POt porformance. pdf

w www Torbes com/sites/forbesbusi wneil/2023/02/27/the-five-pillars-of-good-corporate-
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