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Abstract

With a view 1o enhancing optimal perfarmance
and thus assuring altainmeni of goals, fop
exgeuiives in confemporary. organizations ore
Jormulatingfembracing  policies and adopting
measures that are considered mosi appropriate
wgiven the rather keen competition among firms.
One such policy and or measure is the
strengthening of corporate governance. However,
governance becomes meaningfil only to the extent
it can enhance the performances of the key
resonrces that must be engaged in a drive towands
goal accomplishment. People are indispensable
vet perhcps the most difficall tv manage A
conscious effort must therefore be made by the top
level management to challense and stimulate the
wiorkftree to hgher productivity: among other
things, v setting the pace for and tnfluencing the
Yer throwgh effective Human
Resowvces Management, the avganization paves
the way for the grooming of highly skilled and
experienced people in occupy posifions on the
Board of Divectors across arganizations, In effect,
there (s a symbiotic relationship  between

employees.

corparate governance dnd Human Resources
Management,
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Introduetion

Corporate governance is one of the most talked
about ftopics in business, indeed in society
(Anonymous, 2006). It was lowards the end of the
twenticth century that the term, governance,
gained the prominent attention of donor agencies,
social scientists, philanthropists and civil socicly.
The populanty, according to the United Nations
(2006), stems from the fact that it can be applied to
a wule range of issues, relationships and
insticutions involved m the process of managing
public and privateafTairs,

The mstitution or adoption of corporate
governance in its ideal form presupposes he
stnving for best practices in the key functional
areas of the orgamization namely, finance,
marketing, operation/production and human
resources. Undoubtedly, human resources
function 15 a prime mover of all other activities
aimed at achieving corporate goal. In essence, ull
other resources and functions within an
organization must cooperate with or work in
consonance with the human resources in other w
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achieve desired ends. While corporate governance
might aim at transforming the human resources
management practices, among others, in a hid to
attaining corporate efficiency, the human
resources management (on its part) 15 equally well
placed to enhancing the effectiveness of corporate
povernanes via its human capital development
programmes especially at the executive level
Hence, our proposition in this paper is that while
the institution of corporate povernance can make a
difference to effectiveness of the human resources
HEM m turn
mentors/grooms individuals who are potential
candidates for nomination lo serve on corporate
bopards. The implication 15 that a hinkage exasts
hetween corporate governance effectiveness and
the enhancement ol human resources management
practices; they mutoally benefit each other,

management practices, | he

In Migena, the need to msttute and or, embrace
corporale governance started receiving the
deserved atention at the manifestation  of
evidences of corporate instability consequent to
sharp and unwhelesome practices by top
executives particularly in the banking sector. The
crists that enpulfed the Nigerian banking system in
2009 thus brought to the fore the manipulation of
corporate management for personal gains by top
level executives,

I'ms paper examnes the concept of corporate
governance and issues that are assoclated
therewith namely, good governance and
corruption, and what makes for effective corporate
covernance. 1ssués relating to human resources
management practices are similarly x-raved,
stressing  the factors that will enhance the
effectiveness of human resources management
practices. Tuu linkage between corporate
govemance and buman resources management
practices is subsequently discussed. It was
eventually concluded that a svnthesis exists
between these two key concepts, and that
corparate governance can be strengthened through
best practices i hurman resources management.

The Concept of Governance

The concept of governance means different things
to different people although the actual meaning,
according to Anonymous (Undated), depends on
the level of governance we are talking about, the
goals o be achieved and the approach being
followed.

Simply put “governance” means: the process of
decision-making and the process by which
decisions are implemented (or not
implemented). The concept can be used in several
contexts such as corporate governance,
international governance, national governance and
local povernance (ESCAP, Undated). Governance,
according to Pierre (2000}, refers to sustaining
coordination and coherence among a wide variety
of actors with different purposes and objectives
Such actors may include political actors and
institutions, interest sroups, civil society, non-
governmental and transnational organizations.
Government, according to ESCAP (Undated), 15
one of the actors i govermnance. Other actors
involved n governance vary depending on the
level of government thal 1 under discussion and
may include influential landlords, associations of
peasant farmers, coopetatives, NGOs, research
institutes, religions leaders, finance institutions,
political parties, the military, media, lobbvists,
nternational donors, multi-national corporations,
etc. who may play a role in decision-making or in
influencing the decision-making process.

ESCAP (Undated) further elaborated that good
povernance has ¥ major charactenstics. Jf s
parficipatory. consensuy-orfented, accountable,
trapsparent, responsive, effective and efficient,
equitable and inclusive, and follows the rule of
law, I assurcs that corruption is minimized, the
views of minorities are taken into account and that
the voices of the most vulnerable in society are
heard in decision-making. It is also responsive to
the present and future needs of society,

With a wview to assuning the realization of
objectives, major donors and international
financial inslitutions are increasingly basing their




aid and loans on the condition that reforms that
ensure “good govemance™ are undertaken by
beneficiary agencies. Fora better and clearer grasp
of the subject matter that constitute the thrust for
this paper, it 1s pertinent to attempt an answer to the
question: “what 1s good governance?™

Good Governance

Good governance, according to Saiful (Undated),
refers to the delivery of minimum public service
including infrastructure for basic education and
health, roads and' other means of transport and
communication, rule of law and accountability.
Good govemance 15 not only the absence of
corruption, but also the establishment of
institutional arrangements which help create an
environment for sustainable economic
development and for removal of abject poverty.
Thus, good governance also ineludes an
appropnate and effective legal framework for
commerce, financial nstitutions, taxation,
government expenditure, environment, business
competition, and labour market.

According to the World Bank (1993), good
governance entails sound public sector
management (efficiency, effectiveness and
economy ), accountability, exchange and free flow
of information (transparency), and a legal
framework for development (justice, respect for
human rights and liberties).

Lack of transparency and cffective institutional
conliols is the main factor leading 1o poor
governance. Hence, Yadav (2005) concluded that
both corruption and bad governance can be
contained 1f the formulation and implementation
of projects and policies are iransparent and invelve
commumty. Pillay (2004) argued that the rules and
practices of povernance shape the foundations of
sustanable development and if these rules and
practices are not effectively monitored and
applied, the very basis of development is
compromised,

Development 15 closely associated with
democracy and state building. Democratization
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makes the state more transparent and more
responsive to social needs. This, m turn,
strengthens the state by enhancing its legitimacy
and by integrating different cntities (Daddiah,
19499).

Good Governance and Corruption

Corruption, in the view of Camerer (1997), 1s
especially harmful mn developing countries
because these countries tend to have fewer
resources, and need to use these searce resources in
the most effective manner. Corruption i5 thus
related to poor govemance; lack of transparency
and of effective institutional controls is the main
factors leading to poor governance (Saiful,
Undated).

Nye (1967) defined cormuption as a behavior that
deviates from the formal duties of a public role
because of private (that i3, personal, close family,
private chique) status regarding pecuniary gains or
that violates rules against the exercise of certan
type of private skills regarding influence. This
in¢ludes such behavior as bribery (use of reward 10
pervert the judgment of a person in & position of
trust}; nepotism (bestowal of patronage by reason
as nscriptive relationship than merit); and
misappropriation (illegal appropriation of public
resources for private-regarding uses). Corruption
15 an extralegal institution used by individuals or
groups to gam influence over the action of the
bureaucracy.

LUNDP (1998) similarly defines corruplion as the
misuse of public power, office or authonity for
private benelit — through bribery, extortion,
influence peddling, nepotism fraud, speed money
or embezzlement In essence, corruption is an
antithesis and or negation of good governance, and
should not in any way be assoctated with an
eslablishment that professes adoption of corporaie
EOvemance praclices.

Causes And Consequences of Corruption
Corruption and corrupt practices/tendencies
emanate from within organizations, In this regard.
Pillay (2004) argues that the normal motivation of
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public-sector employees to work productively has
been undermuned by many factors — including
declining civil service salaries and promotion
unconnected to performance. Staff members have
also been demoralized by dysfunctional
sovenment  budgets, inadequate supplies and
cquipment, delays in the releasc of budget funds,
and a loss of organizational purpose, The
motivation to remain honest has further been
wenkened as a result of semor officials and
puolitical leaders using public office for privale
paimn. [t was further highlighted that the major
conlributions to corruption were undesirable
social controls, anbiguated laws, excess demand,
entreprencurial politics, burcaucratization,
excessive diseretion, and defective admimistrative
arranzements (including inadeguate controls).
Corruption is not without associated
consequences. In many developing countnes, the
seneral public, media and non-governmental
organtzations (NGOs) consider corruption as a
single major cause of under-development and slow
growth (Yadav, 2005). Pillay (2004) argues that
corruption 15 one of the major impediments to
cffective development. Frisch (1994) was of the
opinion that corruption would kill the
development spirit, Previows rescarch found that
corruptions have contributed to lower levels of
private investment and growth (Maure, 1995, Wi,
2000}, capital flows and currency crises (Wei and
Wi, 200 1), inferior resource allocation (Ades and
di Tella, 1999, distoned government revepue
(Tanzi ang Davoodi, 1997}, higher income
mequality and poverty [Gupta, Davoodi and
Alpnso-Terme, 1998), inflation {(Al-Marhub,
2000) and lower standards m public hife (Faria,
2001),

Corporate Governance

The concepl, corporate povernance. has been
variously defined, Wikipedia (2010) defines it as
the set of processes, customs, policies. laws, and
ingtitutions affecting the way a corporation (or
company) is directed, administered or controlled.
Corporate governance also includes the
relationslups among the many stakeholders

involved and the goals for which the corporation i
governed. The principal stakeholders are the
sharcholders, the board of directors, employees,
customers, creditors, supphiers, and the
community at large: As Dignam and Lowry (2006)
remarked, corporate governance is 4 mult-faceted
subject, and their view, an important theme of
corporate governance is
accountabibity of certain individuals in an
organization through mechanisms that try to
reduce orchminate the principal-agent problem.

to ensure the

O'Donovan (2003) defines corporate govermance
4s ‘'an internal system encompassing policies,
processes and people, which serves the needs of
shareholders and viher stakeholders, by dirceling
and controlling management activities with good
business savvy, objectivity, accountabilily and
imtegrity'. Sound corporate govemance 15 reliant
on external marketplace commitment and
legislation, plus a healthy board culture which
safeguards polictes and processes.

Crawford (2007) explams that hold, broad cflors
to reform corporate governapce have been driven
in part, singe the late 1970s by the needs and
desires of shareowners to exercise ther nghis of
corporate ownership and to inerease the value of
their shares and, therefore, wealth. Over the past
three decades. corporate directors' duties have thus
expanded greatly beyond their traditional legal
respansibility of duty of loyalty to the corporation
and its sharcholders. There has however been
renewed mierest i the corporate  govirnanee
practices of modern corporations since 2001,
particularly due 1o the high profile collapses of a
nunber of large US A, lioms such as Toaron
Corporation and MCI Inc. (formerly WorldCom),
The need for and significance of corporate
governance was amplificd by the East Asian
Financial Crisis of 1997 which saw the economics
of Thailand, Indongsia, South Korea, Malayvsia and
The Philippines severely affected by the ext of
forcign capital after property assets vollapsed
(Wikipedia, 2010). It was remarked that the lack of
corporate governance mechamisms in these East
Asian countries Highlighted the wenknesses of the




institutions in their cconomics. Sapovadia (2007)
stresses that the positive effeet of corporate
povernance on different stakeholders ultimately is
g strenglhened cconomy, and hence good
corporate governance i§ a tool for secio-economic
development.

O'Donovan (2003} holds the view that 'the
perceived quality of a company's corporatc
governance can influence its share price as well as
tlhe cost of raising capital. Quality 1s determined by
the linancial markets. legislation and other
external market forces plus how policies and
processes are implemented and how people are
led. External forces are, 1o a large extent, outside
the circle of control of any board. The internal
environment, on the other hand, offers companics
the apportumty to differentiate from competitors
through their board culture’. He thus eoncludes that
corporate governance 1s a system of structuring,
operating and controlling a company with a view
to achicve long term slralegie poals to salsfy
shireholders, creditors, employees. customers and
suppliers, and complying with the legal and
regulalory  requirements, apart from meeting
environmental and local commumity needs.

Parties to Corporate Governance

Wikipedia (2010} gives an insight of partes
mvalved in corporate governance 16 include the
regulatory body (e.g. the Chief Executive Officer,
the Board of Direclors, Management,
Sharcholders and Auditors). Other stakeholders
who take part include suppliers, cmployees,
creditors, customers and the community at large,
In corporations, the sharcholders delegates
decision rights to the manmager to act in the
principal’s best interests. This separation of
ownership from control implies a loss of effective
control by shareholders over managerial
decisions, Parlly as a result of this separat:on
between the two parties, a system of corporate
povernance controls 15 implemented to assist i
aligning the incentives ol managers with those of
sharchalders. With the significant increase in
equity holdings of mvestors, there has been an
opporiunily for & reversal of the separation af
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ownership and control problems becsuse
ownership 1s not 50 diffuse.

All partics to corporate govemance have an
milerest, whether direct or indirect. in the effective
performance of the organization. Direclors,
workers and management recerve salaries, benefits
and reputation, while sharcholders receive capital
retum, Customers receive zoods and services;
supplicrs receive compensation for their goods and
setvices, In return, these mdividuals provide value
in the form of natoral, human, social and other
forms of capital.

A key factor v effeching corporate governance 18
an mdividual's decision 10 participate in an
organtzation c.g. through providing financial
capitaland trust that they will recerve a farshare of
the orgamizational returns, However, if some
parties arc recerving more than therr far relumn,
then other participants may choose to disconlinue
participating thus leading o organizational

collapse:

Principles of Corporate Governance

Corporate governance is founded en some basic
principles: 15 key ¢lements include honesty, frust,
integrity, openness, performance orientalion,
responsibility and accountability, mutual respect
and commtment to the organization. As Wikipedia
(2010a) stresses, of impertance (o corporale
governance s how duectors and management
develop a model of governance that aligns the
values of the corporate participants and then
evaluate this model periodically for iis
effectiveness. In particular, senior execulives
should conduct themselves honestly and ethically,
especially concerning actuil or apparent conllicts
of interest, and disclosure in financial reports

Thus, the commonly decepled prineiples of
corporale governance mclude:

a. Rights and equitable treatment of
sharcholders: Organizations should
respect the rights of
thi sharcholders and help to exercise those
rights. They can help shareholders
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exercise their rights by cffectively
communicating information that 1s
understandable and accessible and
encouraging sharcholders 1o participate in
general meetings.

b, Interests of other Stakeholders:
Organizations should recognize that they
have legal and other obligations to all
legitimate stakcholders.

¢. Role and Responsibilities of the Board:
The board needs a range of skills and
understanding to be able to deal with
various business issues and have the
ability to review and challenge
management performance. It needs lo be
of sufficient size and have an appropriate
level of commitment to fulfill its
responsibiliies and duties. There are
is5ucs about the appropriate mix of
execulive and non-execulive directors.

d. Integrity and Ethical Behaviour: Ethical
and responsible decision-making is not
only important for public relations, it is
also a necessary eclement in risk
management and avouding lawsuits,
Orgamzations should therefore develop a
code of conduct for their directors and
cxceutives that promotes ethical and
responsible decision-making

¢. Disclosure and Transparency:
Organizations should clarify and make
publicly known the roles and
responsibihities of board and management
to provide sharecholders with a level of
accountability. They should also
implement procedures to independently
verily and safoguard the integrity of the
company's financial reporting. Disclosure
of material matters concerning the
oreamzation should be timely and
balanced to ensure that all investors have
access to clear factwal information
(Wikipedia, 2010a; Coleman, 2010).

In essence, issues involving corporale governance
principles as enumerated by Wikipedia (2010a:7)
include the following:

e  ioternal controls and internal auditors

= the independence of the organization's
external auditors and the quality of their
audits

e oversightand management risk

» oversight of the preparation of the
organization's financial statements

e review of the compensation arrangements
for the chief executive officer and other
seniorexecutives

s the resources made available to directors
in carrying out their duties

« the way in which individuals are
nominated for positions on the board

» dividend policy

In the view of Jones and Pollitt (2003), 1ssues in
corporate governance however, do not arise in a
vacuum but rather from an identifiable process.

Internal Corporate Governance Controls
Internal corporate govemance controls monitor
activities and then take corrective action to
accomplish organizational goals (Wikipedia,
2010a:8), Examples imclude:

= Monitoring by the board of directors

= Internal control procedures and internal
auditors
RBalance of power
=  Remuneraiion

External Corporate Governance Controls
Similarly, external corporate governance controls
encompass the controls that extemal stakcholders
exercise over the organization; they include:
= Competition
= Debteovenants
e Demand for and assessment of
performance information {especially,
financial statements})
e Government regulations
o  Managerial labour marlket
» Media pressure
o Takeovers




Systemic Problems of Corporate Governance

a  Demand for mformation: In order to
influence the directors, the sharcholders
must combine with others to form a
significant voting group which can pose a
real threat of carrying resolutions or
appomting directors at a general meeting.

b. Monitoring costs: A barrier to
sharcholders using good information s the
cost of processing it especially 1o a small
sharcholder,

¢. Supply of accounting information:
Financial accounts form a crucial link in
cnabling providers of finance to monitor
directors. Imperfections in the financial
reporting process will cause imperfections
mn the effectiveness of corporate
governance.

It should thus be appreciated that financial
reporting 15 a crucial element necessary for the
corporate governance system (o function
effectively.

Significance of Corporate Governance

Pillay (2010) declared that robust govemance 15 a
pre-requisite for a healthy emterprise. By ensuring
that the nght procedures and processes are in place,
good governance helps to strengthen the labour
productivity of an organization

Leadership, as Pillay (2010) further stressed that
leadership is also key in the strong governance of
any organization. It 1s easier for good practices at
the top to percolate all the way 1o the bottom, than
for positive habits to move upstream. Board
members must be seen to be mdependent, without
having an “outside hand” influencing their
viewpoints. While board directors and executives
help set the tone, however, it s still crucial for
vigilance to be applied at every level,

Human Resources Management Practices

OFf all resources that organizations must employ to
achieve goals, human resources are apparently the
most indispensable. People are too central to
organizational functioning and success; all other
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resources only become handy when the nght
caliber of people are engaged to appropriately
employ and apply them.

Human Resource Management (HRM) 15 the
strategic and coherent approach to the
management of an organization's most valued
assets — the people working there, who
individually and collectively contribute to the
achievement of the objectives of the business
(Armstrong, 2006), In simple words, HRM means
employing people, developing their capacities,
utilizing, maintaining and compensating their
services in tune with the job and orgamzational
requirement {Wikipedia, 2010b).

Miller, according to Wikipedia (2010b), sugpests
that HRM relates to “those decisions and actions
which concern the management of employees at all
levels in the business and which are related to the
implementation of strategics directed towards
creating and sustaming competitive advantage™

Human resources management involves several
processes, These processes can be performed n an
HR department, but some tasks can also be
outsourced or performed by line-managers or
other departments, and they include the following:

1. Waorkforee planning

2. Recruitment (sometimes separated into
attraction and selection)
Induction, Onentation and On-boarding
Skills management
Training and development
Personnel administration
Compensation in wage or salary
Time management
Travel management (sometimes
assigned 1o accounting rather than
HRM)
10, Payroll (sometimes assigned to

accounting rather than HRM)

11, Employes benefits administration
12, Personnel cost planning
13, Performance appraisal
14, Labourrelations
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Human Resource Management (HRM) 1s a staft
function: it 15 the management function through
which managers recruit, select, train, and develop
arganization members. It 1s the Human Resource
Management Department that decides whether a
company needs more or fewer employees and
managers from time to time. The HRM process 1s
thus an ongoing procedure that tries to keep the
organization supplied with the night people m the
right positions, when they are needed (Stoner,
Freeman and Gilbert, Ir., 2000)

The HRM process includes seven basic activities:
|. Human resource planning which 1s

designed to ensure that personnel needs

will be constantly and appropriately met.

Recrntment - concerned with developing

a pool of job candidates in line with the

hurman resource plan,

3. Selection which involves using
application forms, resumes, INLErvIews,
employment and skill tests and reference
checks to evaluate and screen job
candidates for the managers who will
ultimately select and hire a candidate.

4. Socialization (orientation) which 1s
designed to help selected individuals fits
smoothly into the organization.

5. Training and development aimed 1o
increase employees' abilities to contribute
to orgamizational effectiveness. Traming
is designed to improve skills in the present
job while development programmes are
designed to prepare employees Tor
promstion.

i, Performance appraisal compares an
individual's job performance to standards
or ohjectives developed for the
individual's position

7. Promotons, transfers, demotions, and
scparations which are reflections of an
employee's value to the organization.
High performers may be promoted or
transferred 1o help them develop their
skills, while low performers may be
demoted, transferred to less important
positions, or even separated. Any of these

'!'d

options, will, in tum, affect human
resource planning (Stoner, Freeman and
Gilbent, Jr., 2000),

The link between the practice of HRM and
organizational performance 15 evidenced
in improved employee commitinent,
lower levels of absentecism and turnover,
higher levels of skills and therefore higher
productivity, enhanced quality and
efficiency (Golding, 2010). In effect, the
notion of best practice — sometimes called
‘high commitment' HRM — propeses that
the adoption of certan best practices in
HRM will result in better organizational
performance. Pleffer (1994) argued that
there were seven hest practices for
achieving competitive advantage through
people and ‘building profits by pulting
people first’. These practices ineluded —
providing employment sceurity, selective
hiring, extensive training, sharing
information, sclf-managed teams, high
pay based on company performance and
the reduction of status differentials.

Evaluating Human Resources Effectiveness

To evaluate the effectiveness of the HRM process
within an organization, the Harvard researchers
have proposed a “four C's” model: compeience,
commitmeni, congruence, and cost effectiveness
{Stoner, Freeman and Gilbert, Jr., 2000), Examples
of questions related to each of the four C's and
some methods for measuring them, are given
below:

a. Competence: How competen) are
employees in their work? Do they need
additional training? Performance
evaluations by managers can help a
company determine what talent it has
available. To what extent do HRM policies
attract, keep, and develop employees with
skills and knowledge needed now and in
the future?

b. Commitment: How committed are
employees to their work and organization?
Surveys can be conducted through
iterviews and questionnaires (o find




answers to this question, Additional
information can be gained from personal
records about voluntary separation,
abscntecism: and grievances. To what
extent do HRM policies enhance the
cornmitment of employees to their work
and orpanization?

¢. Congruence: Is there comgruence, or
apreement, between the basic philosophy
and poals of the company and s
cmployees? 1s there trust and common
purpose belween managers and
employees? Incongruence can be detected
w the frequency of strikes, conflicts
between managers and subordinates, and
grievances, A low level of congruence
results in low levels of trust and common
purpose; tension and stress belween
erployees and managers may increase.
What levels of congruence between
management and employees do HRM
policies and practice enhance or retain?

d. Cost effectiveness: Are HRM policies
cost-cflective in terms of wages, benefits,
tumover, absenteeism, strikes, and similar
factors?

By shaping HRM policies to enhance
commitment, competence, congruence, and cost
effectivencss, an organization increéases its
capacity to adapt to changes in its environment,
High commument, for example, means better
communication between cmployees and
managers. Mutual trust 15 enhanced, and all
stakcholders are responsive to one another's needs
and concerns whenever changes in environmental
demands ocecur. High competence means that
emplisyees are versatile in their skills and can take
on new roles and jobs are needed. They are better
able 1o respond to changes in environmental
demands. Cost effectiveness means that human
resource costs, such as wages, benefits, and strikes,
are kept equal to or less than those of competitors.
Finally, higher congruence means that all
stakeholders share a common purpose and
collaborate n solving problems brought about by
changes in environmental demands. This capacity

The Nexus Betwieen Coarpovaie Governanes wnd Humon Resowrees Managament Practices

t collaborate 1s crucial to organtzational survival
and growth in an ¢ver changing environment.

As Weihrich and Koontz (1994) siressed, 1 is
obviaus that while enterprise objectives may difier
sernewhat invarous organizations, the imdividuuls
involved also have needs and objectives that wre
especially important to them. Through the function
of leading, managers help people see that they cun
satisfy therr own needs and utilize their potential
and at the same tune contribute to the amms of un
enterprise. Managers should thus have an
understanding of the roles assumed by people, the
individuality of people, and the personalities of
people.

Capacity development 15 the process by which
individuals, organizations, institutions and
societies develop abilities to perform functions,
solve problems and set and achieve objectives,
Capacity development needs to be addressed at
three inter-related levels: individual, institutional
and societal (United Nations, 2006).

It 15 very important that corporate governance
appreciate the prominent position that labour
occupies in organizations; they are partners in
progress. It is a simple fact that when business
realizes its utter dependence on its employees and
treats them well, it builds up employee loyalty and
that always improves their productivity as well us
the quality of work. It s just human nature to
respond well to being treated well.

Corperate  governance should, i effect, be
inclined to mamtaining an engaged workforce
which can lead to increased production, innovation
and good word of mouth advertising for the
company as an employer Board of directors
should therefore embrace corporate social
responsibility practices in human resource
management 1o include valumg human capital,
providing safe and healthy workplaces and a
work/life balance; embracing diversity 1n human
resources and continual skills development for all
employees. The benefits of undertaking ethicul
human resource management, as Lloyd (2009)
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acknowledeed include greater engagement of
emplovees which may lead 1o decreased staff
turhiover, opportunities for greater inovation as
employees feel valued, and the potential to be
conzidered an employer of choice.

Corporate Governance Linkage with Human
Resources Management Practices

The stakeholders of a corporation are cinployees,
customers, craditors and owners. Corporate
sovernance describes how a corporation meets the
nterests of cach of the stakeholders without
compromismg the overall interest of the company
or neglecting obligations (o wther stakeholdears
(Coleman, 20107,

[he owners are calied sharcholders, They are
primary stakeholders i a company, Sharcholders
do not play @ role in the company's operations and
development. The “disconnect™ hetween the
owners of a corporation and the company itself 1s
one of the most critical aspects of corporate
governance. Good corporate govemance includes
a healthy, transparent relationship between the
owners, the board and the company's operations,

Similarly, Fremond {2000} explams that the board
of directors in a corporation serves as the central
pody in the corporate governance structure, Board
members overses the budgzet and operation of a
company. They are duty-bound to analyze and
report this information to sharcholders honestly
and accurately. The board appoints high level
management officials tor the corporation. These
officials have a great deal of authority and
responsibility, and can ultimately determine the
success or fallure of a company, The board is the
primary conductor of corporate governance. They
are the bridge between the owners and emplovees
of a company. They make the long term decisions
that shape a corporalion’s structure and integrity.

Stakeholders and sharcholders alike are searching
for methods of ensuring the long term health and
prosperity of the company. Stakeholders include
employers, sharcholders, management, creditors,
trade unions, customers, supplers, the local

community, and future generations.

Future generations: Sustainable development 15 at
the centre of the stakeholder debate and this
suggests a responsibility to future gencrations —
those who will one day be reliant upon the pliyvsical
environment —as a stakeholder group.

The commeon ground however, 1s that stakeholders
und sharcholders agree that effective corporate
povernance requires the following principles:
Transparency: Tull disclosure of financial and
non=financial information.

Accountability: Ensuring that management 1s
effectively oversecen (and where necessary,
replaced) by appointing an independent and
competent governing body.

Fairness: Equitable treatment ofinvestors,
Responsibifity: Ensuring the corporation Tulfills
its proper role m sociely.

Emplovee Participation in Corporate
CGovernance

The specific areas of employee participalion
identified by Fremond (2000) are:

o Right to Consultation: Employees must be
consulted on cerlain management
decisions. This right inereases
transparency of manigement decisions
and allows cmployee opinion to
amaliorate the asymmetry of information
between management and the markot,

f. Duties of bodrd members o consider
stakeholders’ nterests ancluding  the
employees. This right reinforces
accountability by protecting stakeholders,

¢, Right to nominate/vote for supervisory
board members. In many cases, emplovee
participation on the board is mandated.
This right ereates a check and balance
system between management and the
supervisory board, which in turm creates
the perception of greater fairness.

d. Compensation/privatization programmes
that make employees sharcholders,




thereby empowering them (the
employees) to elect the supervisory board,
which in turn, holds management
responsible.

Barriers to Emplovees' Role

Though employee sharcholders may have the
mierest and incentives to play a full role in
corporate governance, Fremond (2000) points out
that therc are barmiers o rules and m the
mnstitutional capacity o enforce those rules,
namely:

i Voung: In many companies, employees
cannot in practical terms vote their shares,
for example, they may have their shares
voted en bloc by management,

i Access to information: If employees have
the nght to vote, they ofien have
msuflicient information on which to rely.

nn Acecess 1o independent advice; Without
access to independent advice, employees
are often guided (o voling in a manner
consistent with management's
inclination.

w. Fragmented voting bloc: Employee
voting neecds coordination. The
fragmented voting bloc creates the free
rider problem and makes it hard to have
influence.

v. Retnbution: Some employees may fear
retribution 1if they wete against
management ¢ otherwise attempting (o
mncrease the voice of employees within
the corporation.

Conclusion

The foregoing suggests that the adoption and or
strengthening of governance in corporate
establishments would undoubtedly not only bring
ahout some stahility m the affected institutions but
would equally ecnhance their growth and
development. However. il is pertinent to
appreciate that implementation of best practices in
corporate governance as instituted by top level

The Neoas Beoween Corporate Governanee and Human Resources Managoment Praetices

execcutives would certainly require the
involvement and cooperition of employees at all
levels within the orgamization. The implication is
that employee parlicipation in corporate
governance 15 not just inevitable but crucial,

Bibliography

Ades, A. and di Tella, R (1999), Renis,
Competition and Comuption, American
Economic Review, Vol 89, pp, 982-993

Al-Marhubi, F. A, (2000), Corruption and
Inflation, Economics Letters, Vol, 66, pp.
199-202.

Anonymous (2006), Corporate Governance, A
Closer Look at Business Education, The
Aspen Institute Busimess and Society
Program, July, Website: htip://www
beyondgreypinstripes.org/pdfiCGRepont
pdf Retnieved September 13,2010,

Anonymous (Undated), Understanding 1he
Concept of Govern ance Website:
hitp://www.gdre org/u-gov/governance-
understand. html Retrieved 29/09/2010

Armstrong, M. (2006}, A Handbook of Human
Resource Management Practice, 10" ed.,
Kogan Page, London.

Becker, B. and Gerhart, B. (1996), The Impact of
Human Resource Management on
Organizational Performmance, Academy
of Management Journal, 39(4), 779-801

Camerer, L. (1997), Tackling the Multi-Headed
Drapon-Evalyaung Prospects for a Single
Anti-Carruption Agency m South Africu,
Associaled Paper No. 38, Institute for
Secunty Studies, Cape Town

Coleman, Q. (2010), Explain the Concept of
Corporate Governance, c¢How: Online
Master Programme, Umversity of
Liverpool, May 26. Website:

Nigerian Academy of Management Journal 55



Nigerian Academy of Managemeant Journal 56

TheNevne Betiveen Corporate Governgnes and Hunign Resources Menagement Practices

hitp: fiwww.chow.com/about 6555387
ecxplain-concept-corporate-
governance.himl Acecessed September
20,2014,

Crawford, C. T, (2007), The Reform of Corporate
Governance: Major Trends in the 115,
Corporate  Boardroom, 1977-1997, A
Doctoral Dissertation, Capella
University, Website:
htep !/ Fwvwsw, seeo.
about_us/crawford_dissertation.php

net/

Daddiah, C. K. (1999), Beyond Governance and
Democratization in Afica; Toward State
Building for Sustainable Human
Dievelopment in Africa, Vol, 1, No. 1.

Diagnam, A, and Lowry, J. (2006). Company Law.
Cixford University Press, Chapter 135.

Faria. I. R. (2001), Rent Seeking in Academia,
American Economst, Vol 45, pp. 69-74.

Fremond, O. (2000}, Corporate Governance: The
Rale of Stakecholders, Websile;
www.ocod. org/dataoecd/5/4 11930657 p
df Retrieved Sepiember23, 2010,

Frisch, [ {1994), Effects of Corruption on
Development, Democracy and Human
Rights in West Africa, Africa Leadership
Forum, Cotonou, pp. 60-61,

Golding, N. (2010}, Strategic Human Resource
Management, [n Beardwell, J and
Claydon, T. (2010), Human Resource
Management: A Conlemporary
Approach, FT Prentice Hall, Wew York.

Giolding, N. (2010}, Strategic Human Resource
Management, In Beardwell, J. and
Clayton, T. (2010), Human Resource
Management: A Critical Text, Thompson.
Mew Jersey.

Gupta, 5., Davoodi. H. and Alonso-Terme, R.

(1998}, Does Corruption Affect Income,
Inequality and Poverty? IMF Working
Paper WP/28/76.

Jones, I and Pollitt, M. (2003), Understanding
How Issues in Corporate Governance
Develop: Cadbury Report te Higgs
Review, ESRC Ceontre for Business
Research, Umiversity of Cambndge
Working Paper No. 277, December.
Website: bt topogibd
www.chr.cam ac.uk/pdl/wp277 pdfap27
7.pdl Retrieved September 15,2010,

Lloyd, T. (2009), Ethical Human Resources
Management: Use Corporate Social
Responsibility to Value Human Capital,
July 28 Website: http//www. suile101,
com/content/ethical-human-resources-
management. Rewieved: 16/10/2010

Mauro. P. (1995), Corruption and Growth,

Quarterly Journal of Economies, Vol, 110,

pp681-712.

Nye, J1. 5. (1967), Corruption and Political
Development; A Cost-Benefit Analysis,
American Political Science Review, LXI,
2, June, pp. 417427,

ODonovan, G. (2003), A Board Cullure of
Corporate Governance, Corporate
Governance [nternational Journal, Val, &,
Issue 3,

Pleffer., J. (1994). Competitive Advantage through
People, Harvard Busimess School Press,
Boston, MA,

Pierre, 1. (2000), Debating Governance: Authority,
Steering and Democracy, Oxford
Limversity Press,

Pillay, I, Y, (2010), Comporate Governance, The
Art of Good Governance, istinguished
Speaker Lecture Series, Cooler Insights,
Price Waterhouse Coopers, Sawrday




March 20. Wehsite: http:/fcoolinsights,
blogspot.com/2010/03/art-of-corporate-
governance Retrieved September 28,
2010.

Pillay, 5. (2004). Corruption — the Challenge to
Ciood a South Afrcan
Perspective, The International Journal of
Publi¢ Sector Management, Vol. 17, No,
7, pp 586-605.

CGovernance:

Saiful, T (Undated), Good Governance far
Fighting Corruption in Aceh. Website:
http/fpkukmweb.ukm. my/~pkaukm/Buk
ul&2/PDF-bukul/BB_Saiful_
GoodGovernanceForFightingCorruption
Retneved September 16,2010

Sapovadia, V. (2007), Good Cerporate
Governance: An Instrument for Wealth
Maximization. Website:  hitp://papers
ssm.comdso 1 3/papers.cfim?abstract id9
55289 Remeved September 20, 2010,

Stoner, & F, Freeman, B, E. and Gilbert, R.
{2000), Management, Sixth Edition,
Prentice-Hall of India Private Limited,
Mew Della

Tanzi, V. and Davoodi, H. (1997), Corruption,
Public Investment and Groorking Paper
WP/97/139,

LINDE (1998), Fighting Corruption to Improve
Governance, Management Development
and Governance Division, Bureau for
Developnient Policy,

UNESCAP (Undated)}, What is Good
Governance?, United Nations Economic
and Socml Commssion for Asia and the
Pacific. Website: http//www.unescap.org
/pdd/prs/ProjectActivities/'Ongoing/gg/s
overnance.asp Accessed 29/09/2010

United Nations (2006), Definition of Basic

The Nexiws Berween Corporate Governance and Human Resources Management Praciices

Concepts and Terminelogies in
Governance and Public Adminstration,
Committee of Experts on Public
Administration, Fifth Session, United
MNations Economic and Social Council,
MNew York, 27-31 March, Website:
http:/funpan ] .un.org/intradoc/ groups/pu
blic/documents/un/unpan02232 pdf
Retrieved September 23, 2010,

Wei 8. 1. and Wu, Y, (2001), Negative Alchemy?
Corruption, Composition of Capital
Flows, and Currency Crises, NBER
Working Paper 8187,

Wetr 5. L (2000), How Taxing is Corruption on
International Investors? Review of
Economics and Stanstics, Vol 82, pp |-
IT.

Weihirich, H. and Koontz, H. (1994), Management:
A Global Perspective, Tenth Edition,
MMoeGraw Hill, Inc., New York,

Wikipedia (2010a). Corporate Governance,
Wikipedia: the Free FEncyclopedia,
Websiter hup://en wikipedia. org/
wiki/Corporate governance  Actessed
29/09/2010

Wikipedia (2010b), Human Resource
Mamagement, Wikipedia, the Free
Encyclopedia. Website: http:/ien.
wikipedia.org/wiki/Human resource ma
nagement/Features. Accessed on 16
Cretober 2010

World Bank (1993), Govemmance, Washington 13,
.

Yadav, G. 1 (2005), Corruption in Developing
Countnies: Causes and Solutions, Global
Blues and Sustainable Development
Conference, Scptember. Website:
www.lists.acomp.usf. edu/pipermail/
lasso/2005 September/000307 himl
Retrieved September 30, 2010.

Nigeriar dcademy of Maragemend Journal 57




