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A summary of Corporate Governance issues  
 

Corporate governance has been described as follows:  

Corporate governance embodies processes and systems by which provider 
organisations are directed, controlled and held to account. Corporate governance 
in South Africa was institutionalised by the publication of the King Report on 
Corporate Governance in November 1994, which report has subsequently been 
superseded by the King Code of 2002. The purpose of the King Report is to 
promote the highest standards of corporate governance in South Africa. The Code 
of Corporate Practices and Conduct contained in the King Report applies inter alia 
to State-owned enterprises and agencies that fall under the PFMA. In this regard, 
it is applicable to FET Colleges. 
(Financial and Operations Procedures - Toolkit for Further Education and Training 
Colleges, Department of Education, Nov. 2003) 
 

Governance practices are evident in the world of business as well as in education. 
In fact, achieving good governance is a major concern for companies as they have 
to report on their activities to an often unsympathetic shareholder group whose only 
interest in the business is whether it is making money or not. 

In education, the shareholders are the stakeholders who are concerned not about 
making money but that a proper and effective learning environment is in place, and 
that learners are able to achieve worthwhile learning to the best of their ability. 
Consider how the business world controls its practice. 

The King Commission (2002) made recommendations, which led to the revised 
Code of Corporate Practices and Conduct issued by the Institute of Directors that 
sets out how the corporate world within South Africa should 'behave'. It is a very 
detailed document that specifies duties and ethical considerations, as well as 
financial accountability structures, etc. The scandals and disputes that have dogged 
corporate entities worldwide have created concern that governance structures are 
weak and corruption is rife. Certainly, in South Africa this concern has manifested 
itself at all levels, in both public and private companies. It is hoped that companies 
that follow the Code will demonstrate good governance at all levels. 

The Code lists the types of companies to which it applies. It is a Code that could be 
adapted for State enterprises, such as parastatals.  

·  The Code is a set of principles and does not purport to determine the 
detailed course of conduct of directors on any particular issue.  

·  ...companies and their Boards will be required to measure the principles 
set out in this Code against all other statutes, regulations and other 
authoritative directives regulating their conduct and operation with a 
view to applying not only the most applicable requirements, but also to 
seek to adhere to the best available practice that may be relevant to the 
company in its particular circumstances.  
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The Code is very detailed and has many specific clauses that relate to how a Board 
should operate. The Board is the main governance structure and if the Board is 
strong and competent, then shareholders feel confident that the money they invest 
is in good hands. Shareholders look particularly at the leadership role and ability of 
the CEO who is charged not only with leading the company to financial success, but 
also with growing the company and presenting the company's public 'face'. 

Read the following extracts from the Code and think about whether any of these 
statements could be adapted and used in a Code for a provider organisation. 

The Board: 

1. The Board is the focal point of the corporate governance system. It is ultimately 
accountable and responsible for the performance and affairs of the company. 
Delegating authority to Board committees or management does not in any way 
mitigate or dissipate the discharge by the Board and its directors of their duties 
and responsibilities. 

2. The Board must give strategic direction to the company, appoint the chief 
executive officer and ensure that succession is planned. 

3. The Board must retain full and effective control over the company, and monitor 
management in implementing Board plans and strategies. 

4. The Board should ensure that the company complies with all relevant laws, 
regulations and codes of business practice, and that it communicates with its 
shareholders and relevant stakeholders (internal and external) openly and 
promptly and with substance prevailing over form. 

5. The Board shall have unrestricted access to all company information, records, 
documents and property. The information needs of the Board should be well 
defined and regularly monitored. 

6. The Board should consider developing a corporate code of conduct that 
addresses conflicts of interest, particularly relating to directors and management, 
which should be regularly reviewed and updated as necessary. 

7. 
 
 
8. 
 
 
 
 
9. 
 

The Board must identify key risk areas and key performance indicators of the 
business enterprise. These should be regularly monitored, with particular attention 
given to technology and systems. 
Every Board should have a charter setting out its responsibilities, which should be 
disclosed in its annual report. At a minimum, the charter should confirm the 
Board's responsibility for the adoption of strategic plans, monitoring of operational 
performance and management, determination of policy and processes to ensure 
the integrity of the company's risk management and internal controls, 
communication policy, and director selection, orientation and evaluation. 
The Board must find the correct balance between conforming with governance 
constraints and performing in an entrepreneurial way. 

 



Extracted from NQF Support Link, Module 2, Unit 2, Section 5 

�
 
                © Developed by SAQA, Published by eDegree 

 

Finally, it is important to remember that the Board in any corporate setting must 
know: 

·  Ways to ensure that strategic development and implementation 
become the focus and key responsibility of the Board;  

·  How to ensure that the Board's composition reflects the right skills, 
the right attitude and appropriate safeguards to protect the interests 
of shareholders;  

·  Ways to ensure that a company achieves its strategic goals by 
meeting the needs of stakeholders.  

These three statements hold true for a provider organisation as well. 
 
 
 


