
 Understanding concepts of Governance
 
Governance
 - refers to a process whereby elements in society wield power, authority and influence and enact policies and 
decisions concerning public life and social uplift.
- means the process of decision-making and the process by which decisions are implemented (or not 
implemented) through the exercise of power or authority by leaders of the country and/or organization.
 
Corporate Governance
 - system of rules, practices and processes by which business corporations are directed and controlled.
-Corporate governance is of paramount importance to a company and is almost as important as its primary 
business plan. It enhances a company’s image in the public eye as self policing company that is responsible 
and worthy of shareholder and debtholder capital. It dictates the shared philosophy, practices and culture of 
an organization and its employees. A corporation without a system of corporate governance is often regarded 
as a body without a soul or conscience.

Characteristic of Good Corporate Governance
The major characteristic of good governance as shown above are as follows:
 1. Participation. It could be either direct or through legitimate institutions or representatives. It needs to be 
informed and organized. This means freedom of association and expression on one hand and an 
organization civil society on the other hand.
2. Rule of law. Good governance requires fair legal frameworks that are enforced impartially and requires full 
protection of human rights.
3. Transparency. Decisions taken and their enforcement are done in a manner that follows rules and 
regulations. Information is freely available and directly accessible to those who will be affected by such 
decisions and their enforcement.
4. Responsiveness. Good governance requires that institutions and processes try to serve needs of all 
stakeholders within the reasonable timeframe.
5. Consensus Oriented. Mediation of the different interest in society is required. It also requires broad and 
long-term perspective on what is needed for sustainable human development and on how to achieve the 
goals of such development.
6. Equity & Inclusiveness. Ensures that all its members feel that they have stake in it and have opportunities 
to improve or maintain their well-being.
7. Effectiveness & Efficiency. The processes and institutions produce results that meets the need of the 
society while making the best use of resources at its disposal.
8. Accountability. The key requirement of a good governance. Organization or institution is accountable to 
those who will be affected by its decisions or actions. Accountability can not be enforced without 
transparency and rule of law.

Relevance of Good Governance to SMEs and Publicly listed companies
 Small Medium Enterprise
 - are businesses that maintain revenues, assets or a number of employees below certain threshold.
- Each country has its own definition of what constitutes a SMEs.
- Businesses with not more than 100M assets and not more than 199 employees.
- Example: Markina shoemakers
 
Publicly-listed Companies
 - A company that has held an initial public offering and whose shares are traded on a stock exchange in the 
over-the-counter market.
- Example: ABS CBN, PHINMA Corp, Ayala Corp, etc.
 Regardless of the size and type, the issue on good governance has become increasingly important. Note 
that there is no single universal formula for a good corporate governance. All organization are encouraged 
to give appropriate attention to the principles and adopt approaches that are tailored to the specific needs 
of the organization at a given point in time. The essence of any good corporate governance system is to 
allow the board and management the freedom to drive their organization forward and exercise it within the 
framework of effective accountability.



Relationship of Shareholders and Other Stakeholders

There is a clear-cut distinction between ownership and professional management of the company. And all 
stakeholders are informed about the day to day operations through various reports and data.












