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INTRODUCTION

To build a thriving reputable business it is necessary for

companies to put in place a corporate governance and

accountability mechanism system for its board of directors,

which is the organ responsible for the day-to-day operation

of the company.

We need to consider, beyond corporate governance,

what part “ethical governance” plays in how companies

are managed and if corporate governance codes and

guidelines are sufficient in themselves.

. 

There is no single, catch-all definition for corporate

governance.

The Cadbury Report (1992) (UK) defined corporate

governance as ‘…the system by which companies

are directed and controlled’.

Solomon (2010) defines corporate governance as

‘the system of checks and balances, both internal

and external to companies, which ensures that

companies discharge their accountability to all

their stakeholders and act in a socially responsible

way in all areas of their business activity’

Stakeholders include the employees, customers,

suppliers, service providers, professional advisers,

host-communities, governments and regulators



INTRODUCTION

ETHICS, relates to moral philosophy – indicating what is

morally right or wrong (Singer, 2021) and what is ethical

varies from society to society.

Most corporate governance codes seek to regulate the

actions of corporate entities by defining expected

actions. However, despite the provision of corporate

governance, corporate failures continue to occur.

. 

Interests in ethical issues and corporate

governance practices of modern corporations

(particularly in relation to accountability) have

attracted a lot of public interest, following the

high-profile collapses of a number of large

corporations which involved accounting fraud

and unethical behaviours in management.



INTRODUCTION

❖ At the heart of the COVID-19 pandemic in 2020, a global survey of CEOs by KPMG found that most CEOs were seeing the primary objective of their organisation

shift from purely profit to also consider their purpose in society (KPMG 2020). → 23% saw the organisation’s overall objective in narrow ‘managing for shareholder

value’ terms→ 54% took a broader, purpose-driven approach focused on multiple stakeholders→ 23% noted that their primary objective is to improve society.

❖ In Nigeria, many corporations have addressed business ethics in various ways, including: (i) introduction of compliance programs and managers; (ii) development

of internal codes of conduct; (iii) training programs at board and management levels.

❖ Additionally, there have been several attempts on the part of the Nigerian government to address business ethical issues and regulate corporate organisations in

order to enforce good, transparent and accountable management practices in Nigeria.

❖ HOWEVER, there is room for proper implementation of ethical governance as it has far reaching implications in how it is applied. The Institute of Business Ethics (UK)

provides the parameters of ethical manifestations of board governance as follows:

board behaviours, board structures 

and processes

purpose, strategy & vision for the 

business

values and standards structures & procedures for 

oversight control in its delegation



E T H I C A L  A N D  C O R P O R A T E  G O V E R N A N C E  

P R A C T I C E S  I N  N I G E R I A  ( 1 )  

❖ Globally, there are different regulatory frameworks revolving around universal concepts for regulating the practice of corporate governance.

❖ Corporate governance in Nigeria has evolved over time resulting in the development of codes reflecting some of the principles of global codes.

❖ The Federal Reporting Council (FRC)’s Nigerian Code of Corporate Governance (NCCG) contains elements of international best practices as specified in OECD,

CACG, and the IOD’s codes. The code operates on the ‘apply and explain’ philosophy, which ensures that all principles are applied, without exceptions.

The Companies and Allied

Matters Act 2020 (CAMA)

outlines a governance structure

for business and non-business

organizations and imposes

several duties on the board of

directors

The principal organs, along with the

officers of the company are to ensure

maximum compliance with corporate

governance principles, and are to

demonstrate the right business ethics in

decision making and management of

the company.



Separating the roles of the CEO 

from those of the board chairman

Prescription of non-executive and 

executive directors on the board

Improving the quality and 

performance of board membership

Introducing merit as criterion to

hold top management positions

Introduction of transparency, due 

process and disclosure 

requirements

Transparency regarding financial 

and non-financial reporting

Protection of shareholders rights 

and privileges

Defining the composition, roles 

and duties of the audit 

committee

E T H I C A L  A N D  C O R P O R A T E  G O V E R N A N C E  

P R A C T I C E S  I N  N I G E R I A  ( 2 )  

A combination of corporate laws and codes of corporate governance in Nigeria, have brought to fore the following corporate governance measures,

which are to be adhered to by all organisations within the jurisdiction:



Despite these legal and regulatory backed governance

measures introduced in Nigeria, it is clear that the ethical

health of boards and companies needs to take a more

prominent role in corporate governance.

In more recent times, both globally and in Nigeria,

incidents of corporate failings have shown that beyond

the box-ticking of corporate governance requirements,

the absence of ethical governance will continue to show

gaps in the governance of entities both large and small

particularly given the increase in technology and

automation.

E T H I C A L  A N D  C O R P O R A T E  G O V E R N A N C E  

P R A C T I C E S  I N  N I G E R I A  ( 3 )  



I M P L I C A T I O N S  F O R  S T A K E H O L D E R S

❖ The presence of an effective corporate governance system helps to provide a degree of confidence that is necessary for the proper functioning of

the market economy and economic growth.

❖ It is important that companies look beyond codified requirements and focus on the spirit behind the law and codes of corporate governance.

❖Codes, principles and guidelines are not enough per se. (Solomon J., 2010).

❖ Stakeholders and directors would profit from an ethically driven company; employees are more likely to show loyalty; and communities are likely to

support the efforts of the company within their territory.

❖ There are growing calls for companies to consider the environment and sustainability of the earth’s resources in their actions and a growing number

of global firms such as Blackrock, KPMG, British Airways, Shell, Unilever etc. are beginning to heed this call.

❖ In Nigeria, we are yet to see similar traction in terms of commitment to these ethical considerations.



K E Y  C O N S I D E R A T I O N S  ( 1 )

❖ It is generally agreed that weak corporate governance has been responsible for some recent corporate failures in Nigeria. 

❖Questions of ethics or the right way of conducting business operations are implicit in every aspect of corporate governance and in every board 

decision and action.

❖ To stand the test of time, a commercial entity must have high and consistent standards of ethics. 

❖ In order to dissuade bad corporate governance and promote ethics in the board room, codes of corporate governance typically provide judicial 

remedies (to stakeholders) for breach of directors’ duties, such as:

Action to recover 

secret profit 

Restoration of 

company’s property 

Action in damages

and compensation

Winding up proceedings on

just and equitable grounds 

Application to the Corporate 

Affairs Commission (CAC) 

to investigate company’s affairs 

Relief on the ground 

that the affairs of the company are 

being conducted in an illegal or 

oppressive manner 



K E Y  C O N S I D E R A T I O N S  ( 2 )

❖ However, a major obstacle in obtaining these reliefs is that enforcing them is hinged on the court system, which is not typically expeditious or

affordable within our jurisdiction.

❖ Another avenue to dissuade bad corporate governance and unethical behaviour is through the oversight function of regulatory authorities.

However, despite efforts by regulatory bodies, strict adherence to the standards remains a challenge in Nigeria.

❖ These challenges highlight the need to instil ethical principles and standards amongst the boards, management and employees of companies.

❖ As eminent psychologist Robert Sternberg, aptly puts it,

“rules and regulations aren’t the answer, there is always a loophole to be found and the focus becomes navigating the system rather than

doing what is right. We need leaders with strong moral compass”.



R E C O M M E N D A T I O N S  ( 1 )

“…no company whatsoever can be too big

financially or otherwise to fail if the practice of

good corporate governance is jettisoned”.

(Wilson, 2006)

Effective corporate governance systems

prevent abuse of the power that shareholders

have bestowed upon directors and

managers who represent their interests.

Codes of ethics are typically required to

outline acceptable behaviour, provide a

benchmark for self-evaluation and further the

achievement of high standards of practice.

History has however demonstrated that corporate

governance codes/guidelines and regulatory oversight in

themselves are insufficient.

Companies need to craft strong ethical values which it will

communicate to stakeholders and report on how it abides

by and implements those values in its actions.



R E C O M M E N D A T I O N S  ( 2 )

Board of Directors

❖ Experienced professionals should be employed to

design and oversee the values of companies.

❖ The process of board selection ought to be

considered and carried out in line with the

organization’s needs, with a diverse composition of

directors.

❖ Chief Executives and senior management desist from

running corporate organisations like their personal

businesses.

❖ Directors and members of senior management should

continually update their skills and capabilities in

keeping with the demand of the boardroom.

Management



R E C O M M E N D A T I O N S  ( 3 )

Secretariat/Shareholders

❖ Companies should have a code of ethics which

should be reviewed and updated periodically.

❖ Competent company secretaries should be

employed to drive corporate governance.

❖ Shareholders should be active at the Annual General

Meeting and endeavour to check any excesses of

the board of directors.

❖ There should be an annual corporate governance

evaluation by an independent consultant.

❖ There should be zero tolerance for corporate

governance infractions.

❖ Adequate provisions for whistle-blowing should be

entrenched in the organizational structure of

companies.

❖ The Government should provide an enabling

atmosphere for businesses to operate; and establish

courts for dealing with corporate offences.

❖ Regulatory bodies to improve on their oversight

functions as stipulated in the relevant laws.

Regulatory/Governance



CONCLUSION

❖ The legal principle of ‘separate legal personality’ of corporations did not intend total extrication of the importance of human behaviour in the

management of these entities. This is precisely where ‘ethics’ comes into play in corporate governance.

❖ Alongside efforts being made to strengthen laws and regulations around corporate governance, conscious efforts must also be made to instill high

ethical standards in the boardrooms of companies.

The Friedman position that ‘corporations have the obligation to

make a profit within the framework of the legal system, nothing

more’; and that the only duty of the business leaders is, ‘to make

as much money as possible while conforming to the basic rules of

the society’ is incompatible in the modern business landscape.

There is a need for greater ethical governance within the development

of corporate governance. It is not enough for companies in Nigeria to

comply with the different corporate governance codes in place, it is

important that there is greater transparency on their ethical values to

their stakeholders in order to drive earnings and ensure long term

sustainability.




