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CORPORATE GOVERNANCE 101

Corporate Governance: Why Every Company
Needs a Board of Directors

Corporate governance is the framework that ensures a company is
directed, controlled, and managed responsibly.

At the center of this framework is the Board of Directors, the body
responsible for providing oversight, accountability, and strategic direction
to the company.

Strong boards are essential for sustainable growth, investor confidence,
and regulatory compliance.
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CORPORATE GOVERNANCE 101

What is Corporate Governance?

Corporate governance refers to the system of rules, policies, and structures
through which a company is directed and controlled.
It defines the relationship between:

e Shareholders

» Directors

« Management

o Other stakeholders
Under the Companies and Allied Matters Act 2020, the management of a
company is vested in the Board of Directors, who are responsible for ensuring that
the company operates in the best interests of its shareholders while maintaining
accountability and transparency.
Good corporate governance promotes:

 Ethical leadership

e Proper financial management

e Responsible decision-making

e Long-term sustainability
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Who Are the Board of Directors?

The Board of Directors is a collective body of individuals appointed to oversee
the management of a company.
While management handles day-to-day operations, the board focuses on
oversight and strategic leadership.
Key responsibilities of the board include:

o Setting the company’s long-term strategic direction

e Monitoring the performance of executive management

e Ensuring compliance with legal and regulatory obligations

e Protecting the interests of shareholders and stakeholders

Directors are expected to act in good faith, with diligence, and in the best

interests of the company.
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Strategic Leadership and Decision-Making

One of the most important roles of a board is to provide strategic leadership.
A competent board helps the company:

Develop long-term business strategies

Evaluate major investments and corporate transactions

Guide expansion plans and growth opportunities

Ensure that management decisions align with the company’s vision and

objectives
Because board members often bring diverse professional experience, they

provide independent insight that strengthens corporate decision-making.
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Oversight, Accountability, and Risk Management

A key responsibility of the board is oversight of management and corporate
risk.
The board ensures that the company:

e Maintains accurate financial reporting

e Implements strong internal controls

e Complies with legal and regulatory requirements

« Identifies and manages key business risks
Effective boards play a critical role in preventing financial mismanagement,
governance failures, and reputational damage.

They also ensure that management remains accountable to shareholders and

other stakeholders.
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CORPORATE GOVERNANCE 101

Why Every Growing Company Needs a Board

Many startups and SMEs assume that boards are only necessary for large
corporations. This is a misconception.
Even growing companies benefit from having a functional and independent
board because it:

» Strengthens corporate governance structures

e Enhances investor and stakeholder confidence

e Improves strategic decision-making

e Supports long-term sustainability and growth

Strong governance is not just a regulatory requirement; it is a strategic

advantage for building resilient and credible businesses.
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