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A summary of changing understandings of governance

Limited but vital traditional roles for governance

Until the 1990s governance of organisations and institutions had limited scope and
status. Governance was important mainly for the maintenance of stakeholder
confidence in the management of money.

The term was used mostly in relation to the Boards of Directors of companies which
represented the interests of shareholders. Their key role was to ensure that the
company's operations were legal and ethical and that reporting was honest. They
also kept an eye on management decisions in the interests of profitability.

Governance also applied to the Boards of Directors or Trustees of non-profit
organisations. Here they acted as the guardians of funds, which might include
endowments, donor grants or bequests. In this case the directors needed to see that
the money was being used in line with the purpose of the fund and in the interests of
the beneficiaries of the funds.

A Board at that time would typically consist of a small group of professionals,
especially lawyers and accountants, plus the managing director. Their most common
task was to review and approve reports, especially financial statements. Only in the
case of malpractice or mismanagement did they need to take corrective action.

Broadening of the scope and burdens of governance s ince 1990

The very important traditional roles are still at the heart of governance. In fact,
fiduciary responsibility’ has always been, and remains, a tough requirement for
directors and trustees. This is a legal term for the responsibility to be in good faith
and deserve the trust placed in one. The most embarrassing thing for directors and
trustees is to be found guilty of breach of fiduciary responsibility. It used to apply
almost exclusively to the use of money.

However, in the 1990s the term governance moved to the centre of discussions of
international development. In some quarters the quality of governance came to be
seen as the most important factor in promoting the development of a society.

The reasons for this growth in importance arise from the fall of Soviet Communism
in 1990 and the triumph of a social model that...

- claims to support 'small' government with weakened capability to
intervene in people's lives, and decentralisation of authority with minimal
central interference (sometimes called neo-liberalism);

- claims to support a much more powerful free market, with an emphasis
on the roles of investors and entrepreneurs (also part of neo-liberalism);

- vastly increases influence for multi-national corporations, international
trade and communications (globalisation);

- stresses the importance of good governance, accountability and legal
formalities for investment and economic growth.
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Some observers have called this way of looking at society managerialism.

How the new emphasis on governance is reflected in Sout  h Africa

The shift to this new emphasis on the importance of governance can be seen in at
least five ways in South Africa:

at international level, in the strong championship on the quality of
governance processes in the development of NEPAD, the New
Partnership for Africa's Development;

nationally, in the struggle against fraud being notably pursued by the
Scorpions;

locally, through the strengthening of the structures, powers and
accountability of local government;

at corporate level, in the influential King report on corporate
governance;

at institutional level, in the new importance officially assigned to
governing bodies in public institutions of learning at all levels.

The impact of this model on the humble traditional Board of Trustees or Directors
has been to raise the scope and the stakes. Before the 1990s Trustees or Directors
had more defined and narrower roles. They were unlikely to be held responsible for
the failure of a company, or the poor results of an institution of learning. And they
were not thought to be representing the interests of a constituency, or responsible
for overseeing the implementation of ambitious national policies. Above all, they
were not expected to be responsible for the success of democratisation.

In the new order, local governance bodies of all kinds are expected to be
representative, and to see the improvement of democracy and the quality of life as
an underlying commitment within their area of responsibility. They must not only
check that the accounts and procedures of the organisation are correct; they must
also ensure that broader policies are in place, are good and are acted on. (These
might include, for example, human resources, curriculum, evaluation and
assessment, and so on.) And they must participate in setting the strategic direction
of the organisation for which they have taken responsibility - not just approve the
strategic direction at a remove. They must give attention to how choices are made in
the organisation, and how they are implemented. In addition, the expectations and
rules of conduct of directors and trustees have been tightened up quite considerably
in the past few years.

Some different approaches to governance

People involved in governance have therefore taken on positions of great
importance. While much of their work as Directors will be routine and rigorous, much
of it is also open-ended and creative. Different Directors and different Boards will
approach their responsibilities in different ways.

Research has suggested that the different approaches are expressed in the words
Process, Control, Rules, Activity. These reflect emphasis rather than total positions.
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A Board that stresses control is most concerned with a detailed,
disciplinary monitoring of the way its policies and guidelines are
implemented.

A Board that stresses process is most interested to nurture and
encourage movement in the right direction.

A Board that stresses rules ensures that good rules are in place and
are followed (in the spirit of quality assurance).

A Board that stresses activities identifies key projects and tasks, and
focuses on encouraging and monitoring their successful completion.
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