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Ahstract

This paper focuses on the stmtegic role of corporate
povernance in National development and seeks to
exmmine current best proctices, the chillenges, the
fuilure and offered policy recommendations as
panaceas for efficient implementation of empirically
validated international corporate governance best
practice in Migeria. This paper identified the
underdeveloped mature of the Nigerian economy as o
major obstacle W elficient functioning of corporate
povernance. Lepally binding sharcholders' rights are
undermingd, members: of board of directors are
randomly handpicked froma pool ofcronies and there
is camplete lnck of transparency and disclosure in the
system. Corporale governinés is 4 process, not a
state. The field is continually evalving, its initial
focus wos on the way in which individual
corporations are directed and controlled. This led to
the introduction of national codes of best practice, As
the wider cconomie and social significance of
corporall sovernance became appurent, imternalional
puidelines were published o ndvance its cavse more
broadhy. These guidelines reflected the part which
good governance can play in promoting economic
provwth and business integrity.

Introduction

Corporate governance, @ phrase that not long ago
mwenl liile 1o gl but a handfal of schalars and
shareholders, has now bédome 1 majnstream concern
a staple of disvussion in corporste boardrooms,
aeademic meetings, and policy <ircles arpund 1he
globe, Two events are responsible for the heighlened
Interest in corpomte governance. During the wave off
financial erises in 1998 in Russia, Asia, and Brazil,
the behavior of the corparate sector affected entire
ceomiomries, and deliciencies in corporaie govemance
endanpered the stability of the global financial
system. Just three years later confidence in the
CLFPOrIe secr was '::1'[ppL‘d h} corpormle povernance
seandals in the United States and Furope  that
triggered some ol the largest insolvencies in Tisiory,
Ir the nftermath, not only his the phimie corporate
powernance become nearty. o houscheld term, b
cconomists. the corporate world, and policy miakers
everywhire hegan o recognize the  potentiil
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macroeconomic consequences ol weak corporte
governance  systems, The scandals and  erises,
however, are just manifestations of o number of
strictural reasons why carporate governance s
bewome mure imporant for economic developrient
and weil-being (Becht, Bolton, and Réell 20037,

The lack of effective corporate governance in Nigeria
has worked to the detriment of sharchelders and
created a class of stakeholders who have lost interest
in the system. The corporate povernance calture in
Wigeria has consistently failed 1o be responsible o the
stakeholders; accountable to the shareholders and has
no deep-rvoted mechanism o maintain a balance
among the major players (board of directors,
shareholders, and management) in corporate
governanoe.

The experience of advance countrics has
demonstrated a positive marriage of convenioned
between well coordinated wealih management and
ceonomic development. Lack of [famgwork 1o
manage wealth continues o plague and plunge less
developed countries like Migeria into the vicious
vircle of poverly. Wigeria has m lot of resources being
the Tih targest oil producer in the world but lack the
ability to manage wealth by effectively developing
und encouraging indigenous and [oreign investments.
This innbility has a direct relationship with the need
for efficient corporate governance strateey in Migeria
fiot sustainable development { Quad, 2010),

Objectives

The objectives: of the paper are 1w review the
conceptual framework of corporate governance in
Wigeria, examine the challenges and failure ol
corporale governance In Nigeria while offering
recommendations of policy framework as panaceas
foreffective implementation of corporate governance
best practice in the overall interest of Natiomal
Bevelopment in Migaria,

Literature Review

Corporate governance is relatively a new concept in
Migeria, Scientific research on the subpect-matlcr is
scanl, A few academic apd corporate resaurches




conducted on corporate governance in Migera have
identified institutional, legal and capacity
development as pivotal 1o the development ol
corporate governanee in Nigerin. Anglo-American
system of corporateé governnince. o common law
practice in the LIS and the LK, is adopted in Nigeria,
In Anglo-American system, the excoutive and
independent  non-executive board  memmbers  are
elected by the sharcholders and board members plade
Wigher premium on the sharcholdes o encourage
Mo ol investments,

However, research studies. confirm that in the
Nigerian context, handpicked board members
(executive or not-executivebane not independent and
are not pecessarily bound (lepally or by default) o
place higher value on sharcholders interesis nor
profect the business interests, let alone the interests of
stakeholders (Oyejide and Soyibo, 2001). 1t is
reporied that o much power 15 concentrated on the
Chiel BExecutive OfMicer (CED), and the CEOs, more
aften than not. are also the Chairmen of the boards of
directors, This lack of check and balance compromise
the ability 1o make independent decisions on behalf of
the shoreholders,

Resenrch confirms  that there is lack of law
enforcement capacity to implement the corporate
povernunce codes of conduct m Nigeria, and so is |ack
ol thorough selection, evaluation and replacement of
CEOs, It is also confirmed that retived or replaced
CEOs are praduated (o the membership of the board
which creates not only lots of conflicts and tension
with the new CEOs, but alse, present an opportunily
for contindous cover-up o perpetuate corporate
imischizf,

The ongoing global financial erisis that stared in late
2007 and the recent corporate scandals that led to the
demise of corporate giants like Arthur Andersen,
Enron, WorldCom, etc, has brooght oot the
importande of effective corporate governance the
waorld over. Lapses i the senior managemen! team of
varparstions and the lackadaisical attitude of boards
af directors in Nigeria notably in the areas ol ensuring
adequate review of the svstems for compliance with
laws and regulations, coupled with inadequate
systems o review and approve material changes in
accounting  principles, continve 1o pul corporate
governinece in the forefront as panacea lor
turmsreiind.

These corporate seandals culminated the introduction
of Sirbanes Oxley in the US which further brought
into the palitical ond corporate  limelight the
inevitability of efficient corpornte governance in
providing  strategic direction not only to the
management  but also, o ensure  fransparcncy,
confrols and  accountability o profect  business
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interests, the interest of the shareholders and the
sinkeholders. With regard to the ongoing pglobal
economic problems, curment researches in cotporile
governance have clearly pointed out the positive
correlation  belween efficiency in carporite
governance best practive and sustainable economic
prowlthand development (OEC. 2008},

Prior to the ongoing plobal linancial melidown, the
experience of the Asian Tigers linancial crisis in (he
19490% signaled o clarion call w reform corporate
governance s the solution lor suecesstul turnaround.
The ongaing practice in the less developed countnes
in Africa, Middle East, Asia, Eastern Europe to
embrace privatization of govérmmenl enlerprises,
must especially Russia's regretful mbassive
privatization without the appropriate systems in
place, are wakeup calls 1o the underdeveloped,
developing and developed countries alike o invest in
infrastructure necessary o sustain efficiency in
corporale  governance best practice (MeCioe and
Sanjoy, 2009).

However, the major import from these literature
reviews i5 that regardless of the level of economic
advancement of the western world, the fundamentals
and the pragmatic common-sense peinciples of
corporale governance remain relevant. The lesson
learnied is that the collapse of one of the major players
in corporate governance i.e. when the agent is not
acting in the best interest of the principal by tnking
inappropniate  nsks, because the board 5 not
providing the oversight to minimize agency
problems, the resull is huge agency cost [Mallin,
2014). In the ongoing global context, govermments
around the world are compelled 1o pay the agencs cost
[monitoring and  disciplining) with the  buil-out
payments which further plunged the global ceonomy
into deficit

Corporate Governance in Nigeria

Without appearing suspiciously patriotic, Migern 15
globally legendary for corrupt practices which have
eaten deep into the social fabrics of the Wigerian
society, The subject of corporate governance as
previously noted, is relatively new in Nigeria und the
rest of the underdeveloped and developing
ecconomics. History ol corpomle povernance in
academic and corporate is also at the early acopter
stage 1he world over. and the first real leciure in
corporate govermnance was delivered -ar Harvard ps
recently as 15 yearsagoin 1996, { Morn, 20107,

The 1999 change in government in Nigeria ushered in
d new democranie admipistraton with a policy 1w
attract new and sustainable foreign investimenis
which necessitated the heed for reform in all
ramilications. This resulled in an established
commission to review the exisience, adequacy ond
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relevance of corporste sovemance in Nigeriarelative
to the international best practices in response (o the
New [nterntitional Economic ' Order (NIEG ., Thus,
the Nigerian Code of Corporate Governance
Practices was developed in 2003 based on unifary
board stiueture (as in LK and LISA ywith e phasis on
the identified triple constraints: the role of board of
diréctors and managenent, shareholders rights and
privileges. and the audit commitiee (Ovebode, 2009),

In Nigeeia the recent insider's t. 90w massive and
prevalent frouds, mandatory retirement of CEOs of
hanks, due to.cormupt practices and inelficient thber-
stamped board, have combived to signal the absetice
of or filure ol existing  corpurate goverrinee
structure. The Company wd Allied Matters Act
(CAMA) enacted o repulate and balanee the
relationship among the board, sharcholders and the
munneement mmcluding other sikehoicsrs, failed
woefully due to inadequare enfordement eapacity.

| he corporate gorertance regulatory institutions in
Migerin such as the Securlly and Eschange
Commission (SEC), Central Bank of Nigeria (CHN),
Corparate Alle.s Com- o (CAC) and the
Nigerian Depasit Insura=—  oration (NDIC), are
shadTedd with self~inter e itives wha easily and
reindilv collaborate with cor, dries' senior executives
o compromise the sharcholders” interests. Board
members are pick ! o the poo! af high-profiled
retired senor mal*i . offeers and civil servanis
without expertise n basic finance and business
operations ( Ok para, 2000,

These set of never-do-well saboteurs sitatop the aver
populated board of directors (average 40-50
members) with the sole purpose to perpetunle cortupt
praciices particulaely fixing the remunerations of
semior executives  which compromise corporale
povernunee  clqueite  and  decorum.  In Niger,
institutional  investors  are discournged  pnd not
included in governance, and it is not uncommon fo
bribe some shareholders to rally support for the board
and the management at annoal general meetings
{ALGM), while the meetings even take place at remole
lociations In an altempt lo keep away mosl
shareholders.

Nonetheless, given the dismay piciure of corporate
governance in Migeria, it should be noted that the
inelficiency of corporate povernance best practice 15
nol limited to Nigena alone, As earlier pointed ou,
the Tailure of companies in the developed countries
such as Arthur Andersen, Enron, WorldCom, the
problems with Fannie Mae, Citi Group, ele, in the
United States, Royal Bank of Scotland and Baring
bank in the United Kingdont, Parmalat in Ialy and
Satvain in Indian, are clear indications for reform in
internmtional best practices in corporste governance.
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Failure of Corporate Governance In Nigeria

The challenges and failure of corporite governgnoe i
Migeria stems from e culture of corraption und [k
of mstitutions] capucity to implement the codes of
conduct governing corpornte povermunee. Company
ey 28 enjoy an simosphercol lack ol check and
balances in the systent 1o engase in pross misconduces
sihce investors are nol included in the govering
structure. Policy and procedures required 1o ensure
etficien mernal controls are disregarded, and ol
lack of ' =wigh selection process (ol C EC and board
members  round pegs in square holes) remaln n
chal. e in Nigeria,

The hbusiness cum  sharcholders' nierests  are
secondary to the self-intecest of board members and
the management. Limiled opportunities (o
institutional investors, and near zéo interest in
corporate social  investments 1o demonstrate
companics sense of belongingness as evidenced in
envirohmenial pollutions, are clear Indications of
failure of corporate governance. Lack of manogerial
training and capacity development among Nigerian
execilives o manage business risks has resulicd in
huge apency costs, and sharcholders have had (o
shoulder several avoidable agency costs sinee the
board of directors usually fhiled as o montloring
device tominimize ageney problems:

The recent eollapse of The Nigerian Stock Exchange
miarket is a pointer oo system devoid of controls and
accountability, which resulted in lack of shareholiders'
interest and confidence o the operating environment,
Some Nigeran companics relocated their operations
1o mare stable and vibrant peighboring countries like
Ghann and South Alrica. Fallure of corpomie
povernance in Nigeria has also been traced 1o lack of
cffective yardsticks 1o evaluate hoard and
mansgement processes and performunce, since the
board sub-committees required 1o be Tully
independence, especially the audit and remuneration
committeses, arc compromised. The suditors/dhe aodii
committee of the board have been singled our as
ihettors of fraudulent practices given thelr readiness
lo cover-up cormupt practices lor execulives in a
desperate bid for kick-back, and, to retain the nudit
engagementis}ofhig clients.

Conclusions

This paper reviewed the eonceplual framework and
practice of corporate governance in Nigeria given the
recent global economic challenges and the financial
melidown, It 15 reasonable o conclude that the
implementation strotegy  af corporale  povernunce
standard in Nigeria has been poorly formuloted.
Despiie the existence of institutional infrastructure (o
aid proper deployment of corporate governance best
practices in Migeria, lack of enlorcement and
complionee remam a challenge while the negative
impact of cormuplion pn corporale  povernance
effectivencss cannot be over emphasized. Absence of
transparency, disclosure, controls and accountability
continue 1o cast a bleak shadow on the primary




responsihility of the board who ofien collaborute with
the management to capitalize on the financial
illitgracy ofthe sharcholders.

While it pliays (o the wdvantage of Nigeria to
ook inward in formulating sustainable strategy to
fmplement best practices in corporate governance, it
15 also potentially suicidal 1o operate o autarky
considering the increasing opportunities ror fareign
mvestments (Combined Code 2008). 1 is important Lo
ermphasize that this paper serves as bedrock for
further research to measure suecess and S ressive

elaboration of the development and o0 apentation,

processes to reposition corporate Nige nehat with
inlemational best practice in corporate govers -nee.

IT recommended panneeas are well implemented,
Nigeria will see instant results in the following aneas:
Excellent relationship between the board,
the management and the shareholders
(stakeholders)
Unprecedented transparcncy. proper
disclosure, controls and accountability inthe
system
Increased shareholders’ relurns on
investments and  institutional  investors”
participation
Internal controls effectiveness and marked
reduction in investible ageney cost and
problems.
Recommended policy frameworks are
manifold: country specific and
international best practices,

Country Specific:
Eradicate corruption as the major
constraint of any Lociv-economic
development

Institutionalize efficient recruiting process.

teralign human resources with strength
Sponsor research and development as a
requirement for wealth management

[rvest more resources on enforcement and
compliance with lnws and regulations

Make sharcholders' interest the centerpicee
incorporate governanee policy formulation
Epcourage the development of institutional
investors and incorporate them n
governance

Fnternatiomal Best Practices
Promote a system of high-powered and
independent sub-commitiees of the board
Ensure stak eholders' interest, ownership and
participalion incorpomte governance
Conduel compulsory induction training on
povernance for new members of board of
directors
Embark on strietured training forcompanies
management o strengthen internal controls
Encourage efficient process and
performance evaludtion and reporting 1o
stakcholders
Enforce “comply or explain mechanisms™
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and miake CEOVCFO certity reports

Make audit and rfemuseration  suohe
cornmittees winlly independent and highly
functioning.
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