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1. Corporate Governance



Corporate Governance

Corporate governance is an

organizational system for

steering and monitoring a

company, consisting of

company policies and

processes.



Corporate governance involves establishing frameworks, systems and controls that encourage managers to act in the best 
interests of shareholders. 
More recently, the interests of other stakeholders such as employees, suppliers and society have also been recognized (ACCA, 
2015)
Governance structures are frameworks that help organisations achieve long-term success for their stakeholders (ACCA, 2015)

In family-owned businesses and SMEs, the agent-principal issue is less likely to arise. Since the owners are also the managers, 
management and ownership interests are aligned. Still, these interests do not have to be necessarily those of other stakeholders. 
Moreover, if family shareholders are not actively involved in running the business, some mechanisms may be required to protect 
their interests (ACCA, 2015)



How may SMEs benefit from sound corporate 
governance? 

• less risk of conflict between family 

members or other owners who are 

actively managing the business and 

those who are not

• enhanced access to credit

• faster business growth

• greater resilience to fraud, theft or 

other financial costs that might had 

resulted from poor internal controls 

due to lack of corporate governance

Source: ACCA, 2015



What should be disclosed in the Governance section 

of the integrated report? 

The Governance section shall demonstrate to stakeholders how the governance/people

in charge supports the organization's ability to create value over the short, medium, and

long term.



PPT NOTE
IIRC (2021) suggests that integrated report should refer to the 
following matters possibly impacting the ability to create value:
❑the leadership structure, including the skills and diversity of 

those charged with governance
❑specific processes used to make strategic decisions and to 

establish and monitor the organisational culture
❑organisation’s culture, ethics and values and their use of and 

effects on the capitals, 



Governance elements in SME and their impacts

Step 1

• Identify key governance elements in SME

• Leadership structure

• Ownership structure

• Decision-making structure/allocation of decision-making rights

Step 2

• Assess impact of key governance elements on SME and stakeholders

• Impact of culture, ethics, values on your organisation on use of capitals and key

relationships with stakeholders

• Level of influence of key persons and impact on future value creation



The key governance elements of an organisation concern in particular the leadership, ownership and decision-making structures. 
In outlining a leadership structure, important points would be to present your company’s management, which may or may not 
overlap with ownership, and the profile of key decision-makers. 
An ownership structure has to do with whether company owners are active in the company, i.e. whether they take on a 
management or a supervisory role as board members. Then, it should be recognised the extent to which owners are known to 
the company or are more anonymous and thus have a more distant relationship with the company, focusing mainly on their yield 
of an investment. 
Decision-making structures have to do with the key orientation of decision-making within your company, for example, the extent 
to which decision-making is family-oriented versus formally oriented. They also concern where key decision-making takes place in
a company, for example, through company management, a supervisory board, or general assembly. Related to this is whether 
decision-making power is concentrated with one person or a spread of power to several key decision-makers.



Governance in SMEs

https://www.youtube.com/watch?v=GG1oxXJ7z8U&ab_channel=AdvantageBusinessNewZealand

https://www.youtube.com/watch?v=GG1oxXJ7z8U


2. Roles of 

Governing 

Bodies



The Principal Actors: 

Shareholders, Board of Directors, and Management

Corporate governance focuses on the 

interaction among three key decision-

making bodies.

• Shareholders

• Directors

• Managers

Source: IFC, 2019, p. 4-5 

Large 
Organizations



2. Formation of the executive

committee/management body with a more

collaborative approach to decision making,

with an agenda, procedures and authority.

Decision Making and Strategic Oversight  Evolution in SMEs

1. The founder as a sole 

decision-maker

SMEs’ Owner
wear three hats in business:

Shareholder, Director and Manager  



3. Governance 

Policies



Governance Policies

Written documents 

presenting the system of 

rules, practices, and 

processes by which an SME 

is directed and controlled.



PPT NOTE
The way governance affects business and stakeholders 
concerns how the SME’s culture, ethics, and values are 
reflected in its use of key capitals and its relationships with key 
stakeholders.
It also has to do with the level of influence of key people in the 
SME and its implications for current and future value creation.
SMEs face risks if one of these key people leaves the SME 
because this has implications for the ability of the SME to 
continue to create value, and closing the gap left by that 
person may be a challenging process. In contrast, it may be 
more accessible to introduce change to a company’s 
governance if the influence of single key persons is limited. 
Especially from an external view, when a person is considered 
to be at the heart of the company, their leaving may cause 
challenges in adapting the company’s culture, ethics, and 
values towards new ways of creating value and developing new 
avenues of stakeholder management.



Governance Policies

Source: Tunny J. (2021)

Written governance policies ensure

that SMEs are run in a transparent,

ethical manner, promoting good

business practices.



PPT NOTE

In larger SMEs governance policies, formulated by the

board and management and made available to all

stakeholders, may address the following:

▪ Election of directors to the board

▪ Code of ethics

▪ Document retention & destruction policy

▪ Succession policy

▪ Remuneration policy

▪ Risk management policy

▪ Conflict Resolution



4. Governance 

Examples



Costa  Edutainment, Integrated Report, 2019

Example:  Governance bodies



Costa Edutainment is leader in Italy in  managing  public  and  private facilities for  recreational,  cultural, educational, study and 
scientific research  activities. The leadership of the company finds its  roots  in  the  original  entrepreneurial spirit tied to the 
name of the  Costa family,  which  was  born  in  the  oil  sector and moved into the cruise tourism, establishing itself as one of  
the  most important  and quality  brands  in  Italy and  in  the  world  and  acquiring  over   the years a  transversal  know-how in  
various  sectors.
Costa Edutainment is frequently used as an example of a good practice of IR in SMEs. 

The governance bodies of Costa Edutainments is composed by the Shareholders’ meeting, a board of directors, and a board of 
statutory auditors. 



Test questions



Q1. Which statements are correct?

A. Governance represents an external 

verification.

B. Governance represents a system for 

steering and monitoring the organization.

C. Governance represents a part of the 

shareholders .

D. Governance includes company’s policies 

and processes.



Q2. Governance reflects:

A. The structures of leadership, 

ownership and decision-making

B. How employees are organized

C. Relevant aspects of the external 

environment

D. Organization’s relation with public 

entities

The main purpose of governance is to demonstrate who is in charge, who is responsible and what are decision making poles of 
the organization. 



Q3. TRUE OR FALSE QUESTION

The number of hierarchical levels, 

documentation of roles and 

processes, power of key persons, a 

public image and its managing, 

reflect governance dimensions in 

SMEs.

TRUE FALSETRUE

Indeed, the element posted in the question represents the 
essential elements of the governance.
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Glossary

Corporate governance - an organisational system for steering and 
monitoring a company, consisting of company policies and processes.

Governance structures - frameworks that help organisations achieve 
long-term success for their stakeholders 

Governance policies – written documents presenting the system of 
rules, practices and processes by which a company is directed and 
controlled.


