Effective Corporate Governance
Effective Corporate Governance is a basis on which effective Boards and corporation are run. It is the balancing of power, performance and profits with integrity, transparency, accountability and reform in both private and public companies.

The responsibility of ensuring good corporate governance rests heavily on the shoulders of the board of directors and Chief Executive. Good corporate governance is a requirement by law and cannot be ignored or set aside.

The process of sound corporate governance commences with establishing a clear insight into the strategic goals and objectives of the organisation, then determining the roles, responsibilities and requirements of each of the relevant players.

In most companies, corporate governance concentrates on at least the following factors:

· Strategic Direction of the Company.
· Ensuring disclosure of all relevant information to shareholders and creditors. 

· Business risk analysis and mitigation.
· A system of rules and voluntary practices that will guide the board of directors and the CEO.
· Ensuring legal and regulatory laws and systems are complied with and enforced.
· Establishing independent audit committees composed of independent directors.
· Monitoring and controlling management.
· Protecting and enhancing the integrity, performance and reputation of the company.
Nonetheless, corporate governance is not just about a commitment to these requirements. More importantly it emphasizes the significance of ethics in business. For instance, a commitment to transparency results in better compliance to laws and regulations. Accordingly, this lessens the likelihood of fraudulent business dealings. Thus, corporations attract more investments because of the increased confidence of investors.
The Australian Stock Exchange’s Code of Conduct for best practice in Corporate Governance provides us the following recommendations.
The company should:
· Lay solid foundations for management and oversight – this includes establishing and enforcing the respective roles and distinct responsibilities of board members and management including the delegation of duties.

· Structure the Board to be of an effective composition, size and commitment to adequately discharge its responsibilities and duties. It further recommends that the Board should be majority independent directors and the Chairman should certainly be independent. (A director is no longer deemed independent after serving 10 years). However, it is recognised that executive directors play an important role in providing an intimate knowledge of the business to the board deliberations.
· Promote ethical and responsible decision making, including establishing a code of conduct to clarify the standards of ethical behaviour required by directors and executives. This will also cover the identification and management of conflicts of interest.
· Safeguard integrity in financial reporting. This includes appointing an audit committee to review and consider the accounts and to establish a process to ensure the independence and competence of the company’s external auditors.
· Make timely and balanced disclosure. This will ensure the company announcements are factual and presented in a clear and balanced way. “Balance” requires disclosure of both positive and negative information.
· Respect the rights of shareholders and stakeholders.  Providing them with effective communication and ready access to balanced and understandable information about the company and corporate proposals. Making it easy for them to participate in general meetings. Companies have a number of legal obligations to stakeholders such as employees, clients and the community as a whole. 
· Recognise and manage risk. Once risk is identified it is easier to manage and establish systems and processes to mitigate the risk.
· Encourage enhanced performance by ensuring that directors and key executives are equipped with the knowledge and information they need to discharge their responsibilities effectively, and that their individual and collective performance is regularly and fairly reviewed...
· Remunerate fairly and responsibly by adopting remuneration policies that attract and maintain talented and motivated directors and employees so as to encourage enhanced performance of the company. It is important that there be a clear relationship between performance and remuneration.
It takes a leader who can craft farsighted business strategies to guarantee long-term prosperity of a business. The greatest challenge to corporate governance lies in the ability of companies to meet and satisfy the needs and divergent views of all its stakeholders. 

In small companies, corporate governance may prove unnecessary however, some aspects of the systems and procedures will help these small organisations cope better with risk and provide more control over regulatory and financial requirements.
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