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FEATURES OF FUNCTIONING OF CORPORATE
GOVERNANCE SYSTEM IN NIGERIA
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Program «Management»
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Abstract. The article reveals the peculiarities of the functioning
of corporate governance systems in Nigeria through its individual
components. The translation of institutions and individuals respon-
sible for ensuring the accountability of public companies in Nigeria
is covered. Based on the restoration of Nigeria’s colonial heritage, it
has been established that the corporate governance system in this
country is essentially Anglo-Saxon, or “a system of external
control”. It is emphasized that in order to intensify the process of
attracting foreign investment to the country, Nigeria applies the
principles and improves the system of corporate governance.

Keywords: corporate governance, system, development, Nigeria.

AHortanisi. CrarTs pO3KpHUBa€E OCOOMMBOCTI (PYHKIIOHYBaHHS
CUCTEeMH KOpIIOpaTUBHOTO ympaBiiHHS B Hirepii depe3 oxpemi ii
CKJIa/I0Bi. BHCBITIICHO TIepeITiK yCTaHOB 1 0Ci0, sSIK1 BIIOBIIAbHI 32
3a0e3neueHHss e(EeKTUBHOI MiJ3BITHOCTI MyOJIYHUX KOMIaHIi y
Hirepii. Ha ocHoBi BpaxyBaHHs KoJjoHianbHOi cnammuHu Hirepii
BCTAQHOBJIEHO, IO CHCTEMa KOPHOPATHBHOTO YIPABIIHHSA B IiH
KpaiHi TI0 CYTi € aHIJIOCAKCOHCHKOI0, a00 «CHCTEMOIO KOHTPOJIIO 3
0oky». HarosomieHo, o 3 MeTOI0 aKTHBi3aLil MpoLecy 3alydeHHs
1HO3eMHUX iHBeCTHLiH B KpaiHy, Hirepis 3acTocoBy€ NMpUHLIMIH Ta
YIOCKOHATIOE CUCTEMY KOPITIOPATHBHOTO YITPABIIHHS.

KirouoBi ciioBa: KoprnopaTHBHE yNpaBiliHHs, CHCTEMa, PO3BU-
TOK, Hirepis.
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Formulation of the problem. A high level of corporate gover-
nance in the country is a guarantee of investment attractiveness,
proper protection of the interests of national and foreign sharehol-
ders, as well as high competitiveness in commodity markets. There-
fore, the study of the peculiarities of the functioning of the corporate
governance system in Nigeria is becoming increasingly important.

Analysis of basic research and publications. A study of the
formation and functioning of corporate governance systems were:
Adegbit E. [1], Bondar-Pidgurskaya O. V. [8], Glibova A. O. [8],
Okike, ENM [3], Okougbo P. O. [4], Olutuyi O. [5], Parker R. H.
[6], Wallace R. S. O. [7].

The aim of the article is to study the peculiarities of the
formation and functioning of the corporate governance system in
Nigeria.

Presentation of the main research material. Characteristics of
corporate governance systems of any country and its features include
research and analysis of infrastructure, mechanisms, codes, models
and other components, which ultimately form a national system of
corporate governance with its own characteristics.

There are several institutions and individuals charged with the
responsibility for ensuring effective accountability of public
companies in Nigeria. These include:

1. The Government. The Government plays a key role in corpo-
rate governance through the promulgation of various laws affecting
the management and control of business enterprises in Nigeria,
irrespective of their size (Okike, 2007). The main legal framework
for corporate governance is the Companies and Allied Matters Act
(CAMA) 2004. Here are some key aspects of the Act as it relates to
corporate governance: a) Directors and Secretaries of the company;
b) Duties of Directors; B) Financial Statements and Audit.

2. The Financial Reporting Council (FRC). Given the renewed
emphasis on effective corporate governance and accountability in
Nigeria, and the need to have effective mechanisms for developing
and monitoring corporate governance codes and guidelines, the
Federal Government passed the Financial Reporting Act, Ne 6, 2011.

3. Directorate of Accounting Standards — Public Sector.
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Directorate of Auditing Practice Standards.
Directorate of Actuarial Standards.
Directorate of Valuation Standards.
Directorate of Inspection and Monitoring.
Directorate of Corporate Governance.

Through these various arms, the FRC ensures high quality
financial reporting and effective monitoring of companies, external
auditors and other professionals whose work bear upon financial
reporting integrity and corporate governance of entities.

Since the establishment of the FRC, it has issued and revised
codes of corporate governance for public listed companies (examined
later), the latest being the exposure draft on the Nigerian Code of
Corporate Governance 2018. The inspection and monitoring unit has
also been actively monitoring compliance with accounting and
auditing standards, including compliance with the code of corporate
governance..

9. The Corporate Affairs Commission (CAC) was established as
an autonomous body by the Companies and Allied Matters Act
(CAMA) 1990 (section 1) to oversee the regulation and supervision
of the formation, incorporation, registration, management and
winding up of companies.

10. The Securities and Exchange Commission (SEC) is a
Government Agency responsible for the regulation and development
of the Nigerian Capital Market.

11. The Nigerian Stock Exchange (NSE) is a registered company
limited by guarantee and licensed under the Investments and
Securities Acts 2007. NSE is self-regulating and plays a crucial role
in the mobilization of capital.

12. The Society for Corporate Governance (SCG) in Nigeria is a
non-profit organization registered to foster the implementation of
corporate governance standards in Nigeria and other emerging
economies.

13. The Institute for Corporate Governance in Nigeria (ICGN) in
Nigeria (ICGN) is a professional body formed by a team of experts
from different fields with the aim of promoting best corporate
governance practices and business ethics standards in Nigeria, Africa
and globally.

N~
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14. Auditors play an important role in corporate governance
irrespective of the system of corporate governance in place. Their
role in lending credibility to management prepared financial
statements is often a legal requirement.

15. Audit Committees: Whilst it is true that as a former colony of
Great Britain, Nigeria imbibed the laws and corporate practices of
the UK, a revision of the Companies Act in 1990, provided the
opportunity for Nigeria to incorporate into law, corporate governance
practices that were suited to the country’s needs.

16. Shareholders’ Associations: The indigenisation exercise of
1972 (see Okike, 1995) saw the shares of many foreign nationals
changed hands and many Nigerians bought shares from companies
listed on the NSE. Thus the number of indigenous shareholders
increased on the stock market. This rise in shareholder numbers also
gave rise to activist shareholders, who attended annual general
meetings to cause trouble. This shareholder group often challenged
corporate boards whenever they were dissatisfied with the
performance of the companies in which they held shares. They soon
formed themselves into formidable groups.

Development of Corporate Governance Codes in Nigeria:
1) Securities and Exchange Commission Code October 2003;
2) Central Bank of Nigeria Code of Corporate Governance for Banks
in Nigeria Post-Consolidation 2006; 3) National Pension Commi-
ssion (PENCOM) Code of Corporate Governance Practices for the
Insurance Industry in Nigeria 2008; 4) The Code of Good Corporate
Governance for the Insurance Industry in Nigeria 2009; 5) The Code
of Corporate Governance in Nigeria 2011; 6) The Code of Corporate
Governance for the Telecommunication Industry 2016; 7) Nigerian
Code of Corporate Governance (NCCG) 2018.

The Code is meant to promote public awareness of essential
corporate values and ethical practices that will enhance the integrity
of the market and rebuild public trust and confidence in the Nigerian
economy.

Conclusion. The corporate governance system that exists in any
country is often shaped by a wide range of internal as well as
external factors (Okike, 1994, 1998, 1999; Okike and Adegbit,
2012).
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Given Nigeria’s colonial heritage, the system of corporate
governance is essentially Anglo-Saxon, or “system of external
control” (Franks and Meyer, 1994). The features of this system are as
follows (Okike, 2007): 1) the interest of shareholders is the most
important in the daily activities of management, and their priority is
to maximize the wealth of shareholders; 2) there is a functioning
capital market that helps reconcile the interests of management and
shareholders through the right to buy and sell shares at prices that
reflect their value, perceived by investors; 3) there is a chain of
accountability. The company’s executives are accountable to the
boards of directors, which in turn are accountable to shareholders;
4) the rights and responsibilities of key players in corporate
governance are enshrined in the charter.

The 2018 Nigerian Code of Corporate Governance has a more
lenient approach to corporate governance and allows companies to
set policies that are appropriate for their business. This allows
companies to adapt the Code’s Principles to the specifics of their
business and can reduce non-compliance and non-compliance with
the Code. Yes, this does not mean that these principles are applied in
Nigeria in the same way as in countries with more complex capital
markets.

However, Nigeria has the potential and seeks to attract foreign
investment to the country, which can be realized through a sound
corporate governance system.
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