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Every game on the pitch has rules and regulations which are monitored 

internally by the referee and externally by the various  regulating bodies, 

be in it volleyball, football netball etc. Lack of adherence to the rules of 

the game attracts sanctions of either a warning or under worst case 

scenario, one can be expelled for non- compliance to the rules of the game.  

 

This is a simple prototype to make us understand that equally in the area 

of entrepreneurship, many SME’s fail to grow due to the lack of 

adherence to the corporate governance code.  For SME’s to succeed and 

remain sustainable on the market, there is need to have a firm guiding 

framework which should be enforced to make the system operate.  In 

some countries, there is a conception that the SME’s are personal or 

belong to the family, hence the owner can make any decisions at will, 

without checks and balances.   

 

We should also note that in as much as SME’s are personal, they are 

registered under a certain government regulator, hence making them 

governable and they can only be well governed through the application of 

the corporate governance code. 

  

In the next two articles, I will look at how two countries have applied the 

corporate governance code and the challenges faced in the running of the 

SME’s. This article looks at Malaysia while the other article will narrow 

down to Ghana. 

  

Let us not assume that everyone understands the concept of Corporate 

Governance Code! What is corporate governance in a nutshell? Good 



corporate governance (CG) is primarily the responsibility of every 

company, and both hard and soft law should provide comprehensive 

corporate governance frame-work, thereby encouraging the introduction 

of high governance standards and best practices in the entities’ 

governance system.  

 

The aim of this contribution is to broaden understanding on the role of 

codes of good governance in improving corporate governance practice in 

an organization. Furthermore, origins of good corporate governance date 

back to as far back as the eighteenth century where its first seeds were 

rooted in both the East and the West. The collapse of the likes of Enron 

and WorldCom in the recent years, as well as the global financial crisis 

has led to corporate governance becoming a key focus by many 

governments as they wanted to prevent occurrences of such nature. My 

wish is that African countries should strictly legislate the Corporate 

Governance Code among the SME’s. 

  

In Malaysia, for instance, SME’s contribute about 32% of the GDP and 

19% of the total export value of the SMEs' (NSDC, 2016), the lack of 

corporate governance code has affected the sustainability of SME’s 

mostly because the majority shareholders who are considered to be 

owners, expropriate the profits at the expense of the minority 

shareholders and this could have been a different case if the corporate 

governance code was applicable to such scenarios.  
 

Expropriation of minority shareholder’s rights occurs when the majority 

shareholders take profit of the firms for themselves rather than to return it 

to the minority shareholders. This means that, the control shareholders can 

make private benefits on the shareholders' expense. It consists of 

misappropriation, resisting potentially beneficial take-over offers, selling 

and buying assets without shareholders' consent. Furthermore, related 

lending, diverting corporate opportunities from the company, hiring 

unqualified family members on managerial positions, rewarding 

themselves with undue pay without performance, taking managerial 

benefits such as spending profligately. 



 
 

Most of the Malaysian SMEs are family owned. Particularly, 72% family 

owned firms exist in Malaysia and this is the situation in many developing 

countries. Similarly, 60% SMEs are family concentrated and they do not 

practice corporate governance well (Himmelberg et al, 2004). It is 

common practice that families have control over management of the 

firms. According to Ibrahim & Samad (2011), family concentration in 

Malaysian firms increased from 57.7% to 67.2% and the cut off level for 

voting has increased from 10% to 20%. They further expressed that, the 

Malaysian SMEs structure reflects concentrated ownership and high 

agency cost due to fraudulent behavior of the majority shareholders. 

 

  

However, Malaysia has now improved in the adherence of the good 

Corporate Governance code among SME’s by ensuring that for example, 

if an SME applies for a bank loan for business expansion, it may help to 

show the bank that it has adopted Corporate Governance practices. 

Having good Corporate Governance is about creating and protecting 

value. It helps in enhancing sustainability over the long run.” 
 

The Securities Commission Malaysia (SC) implemented the new 

Malaysian Code on Corporate Governance (MCCG) in April 2017. The 

MCCG requires all public listed companies to disclose their compliance 

with the code in their annual reports. Other local companies are 

encouraged to adopt the code as well and that way the SME’s will be 

driven in a better, more sustainable direction.” It is, therefore, important 

for SME’s in developing countries to adopt the corporate governance code 

to avoid the business going into oblivion. Furthermore, in order to ensure 

adherence to the corporate governance code, it is desirable that prior to 

registering of a SME, the authorities who issue business operating licenses 

should first draw comfort that the corporate governance code principles 

are up and running in that particular SME. This will definitely will lead to 

a drop in numbers of SME’s who entered the market and disappear faster 

than they appeared because the corporate governance code was not 

in place.  
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