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 Promoting Corporate Governance for Economic Accountability 
 
 

By Prof. Bonard Mwape (PhD) 
 
 
Usually, when one talks of Corporate Governance, for many in Africa, a stereotypical 
image of corporate governance is that of a politician on the make siphoning off 
public sector money. In other conversations the debate on governance has circulated 
on structure at the expense of value creation. 
 
The corporate world is often overlooked as a sector in which governance issues 
may rival its public counterpart. The confidential nature of most corporate dealings 
make it hard to detect corporate mismanagement less prosecute it. 
  
Recent headlines have brought the issue of corporate governance to everyone's 
attention. We have all seen the many stories about Enron, WorldCom, Adelphia, and 
other companies that were once mainstays of Zambia economy and global business 
community who have collapsed. Television has brought us images of corporate 
executives, not being recognized for their civic contributions but being led away in 
handcuffs on allegations of malfeasance. 
 
 
But, the last decade has also shown increased cases of bribery, project 
overpricing, shell companies; increased transfer pricing, eroding profits and 
efficiencies at even the so called best run companies. The issue of economic 
accountability as it relates to corporate entities was recently brought sensationally to 
light by reports, that show that; 
 
 
‘There are challenges facing the corporate world with regard to economic 
accountability.’ 
 
Recent reports have created public loss of trust in the corporate world because of the 
number of scams reported. Recently an issue was brought to light by two giants of 
East Africa’s private sector who said; 
 
 
“Today what the focus should be is on the private sector when you are talking 
about economic accountability. There is always a giver and taker.” Why is the taker 
always known not the giver? They also expressed the powerlessness of courts by saying 
“Until today we haven’t seen a challenge or prosecution with private sector 
individuals’…. In the same spirit we have reports on how countries are losing 
resources because of crafty corporate behavior. 

 

One Country is suspected to have lost more than $600 million in the scam, where 
the money was lost in 18 security-related contracts awarded to companies that did not 
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render any service or deliver goods paid for. Some of the firms were later found to have 
supplied substandard equipment at highly inflated prices. 
 
In a four-year investigation by the United Kingdom’s Serious Fraud Office (SFO) into 
allegations of British firms dishing out bribes code-named ‘Chicken’, the report 
unearthed a multi-million-dollar corruption scam where firms dished out millions 
of dollars in bribes to get lucrative printing contracts. Another shock involving 
corporate entities involves two oil giants, ENI and SHELL currently on trial in Milan, 
accused of bribery in one of the biggest corporate scandals in history. The pair are 
accused of paying $1.1billion for an oil block off the cost of Nigeria. 
 

Oversight institutions have also not been spared. 
 
 
A report from an African Country, a National Board of Accountants and Auditors 
(NBAA), deregistered auditing companies from being practicing firms and suspended 
one, for breaching professional ethics, contrary to the requirements of the laws and 
International Federation of Accountants (IFAC) and Code of Ethics for Professional 
Accountants. 
 

It is reported that the National Board of Accountants and Auditors’s (NBAA’s) move 
followed concerns raised that some of the auditing firms were preparing two 
different financial reports for the same company/client, hence, causing losses to the 
government in terms of revenue collection. 
 
 
The punishment for being deleted from the register of practicing firms (de-registration) 
was because the audit firms were found guilty of gross professional misconduct of 
signing of three parallel sets of unaudited financial statements for different purposes. 
 
 
Moreover, the Board decided an employee of the consulting firm be prosecuted after 
being found guilty of intentionally signing the unaudited financial statements and 
issuing opinion. 
 
 
Corporate accountability process has also been flowed by so called Creative Accounting 
Practices. When “you hear Creative Accounting for a lay person it sounds innovative.” 
 
 
However, “Creative accounting is accounting practice that falls outside the regulation 
and give benefit to certain people. It can be described as a practice with a clear aim to 
interrupt t h e  f i n a n c i a l  r e p o r t i n g  p r o c e s s  w h i c h  a f f e c t s  reported income to 
make it looked normal.” “Concisely, creative accounting is the transformation of 
financial accounting figures from what they actually are to what users’ desire by 
taking advantage of the accounting policies which is permitted by accounting 
standard.” 
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Motivation for Creative Accounting 

 

Some of the motivations identified in engaging into creative accounting in the 
corporate world, include: First, to report a decrease in business income to lower the 
tax paid. Second, to enable the company’s performance appear better in future. Third, to 
provide positive view on expectations, securities valuation on risk for analysts in 
anticipated capital market transactions and maintain firm’s performance in analyst’s 
expectation.” 
 
Ethical Perspective of Creative Accounting are many but most relevant for tonight’s 
conversation is that corporations tend to misapply accounting principles to give better 
appearance in financial statement to investors, conflict of interest, and for tax evasion,” 
these are the most frequent ethical issues. 
 
Private business individuals have also not been spared. A report by the American 
think tank called National Bureau of E c o n o m i c  R e s e a r c h  ( NBER) 
i n d i c a t e s  t h a t  i n  o n e  country the supper-rich were holding more than a 
trillion in off shore tax havens across the world. 

 

The individuals, who formed the cream of wealthiest, the report said, mostly used the 
offshore accounts to hide ill- gotten trillions, evade national taxes and steered clear 
of their national laws. The estimated amount of “black money” or is it “white 
money” held abroad was nearly two times that country’s national budget and 
represented about 65 per cent of that country’s Gross Domestic Product (GDP, 
according to the report. 
 
 
A common refrain in all these stories is that company executives are not acting in the 
best interest of their organizations, their stakeholders, and their countries. Despite so 
very many Global evidence, the current discourse on economic governance and 
accountability are politically stacked in part by design and in part by accident. It 
means many people are likely to blame the government for all the ills in society 
and more so for poor economic accountability; and indeed for any corporate failure. 
 

However, the issue of corporate failure is even more complex. This is because within 
the same policy system, some companies fail while others are reporting profits. Who do 
we blame? Could it be Policies? 
 
Given these challenges and happenings in the corporate world, embracing 
corporate governance is an eye opener to an inclusive conversation on economic 
accountability. At the core of corporate governance is the level of transparency and 
accountability with which corporate bodies are run and directed. The interface 
between the Board, management, stakeholders and citizens is today an important 
source of corporate governance debate. 
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Indeed, centrally positioned in the economic accountability arena of a country are 
the private sector organisations. It can be urgued that the private sector 
significantly contributes to creation, co-creation, construction and co-construction of 
markets, products and services that are consumed by the citizens on daily basis. 
Government indeed facilitates and regulates this process. So, the contemporary 
million-dollar fact is: Government can’t be solely finger-pointed for poor economic 
performance? 

 
The aim of Corporate Governance is “no longer to shrink a government, but to make 
the government more efficient, move effective, and more focused on delivering better 
services.” 

 
Even the conventional wisdom that we have taken for granted-such as the efficiency of 
financial markets and ability of markets to self-correcting adjustments as the basis of 
good corporate governance has been overturned by practices. 

 
 
The truth is what the then governor of the American Central Reserve Bank, 
Greenpan, said in his testimony to Congress: 

 
 
“I made a mistake in presuming that the self-interests of corporations specifically 
banks and others, were such that they were best capable of protecting their own 
shareholders, equity and society.” 
 

What then is subsumed in Corporate Governance for Economic Accountability? 
 
It is important that both the government and the private sector should be 
interested in improving national economic accountability. The economic 
accountability environment may be partially determined by policies the 
government puts in place, but more significantly by the conduct of the private 
entities that are in the arena. The public and private should intensely interact with 
each other and shape the economic governance agenda of the day. It is the 
analogy of the organist and the dancer. To have a sterling performance, the organist 
needs the dancer and vice versa. Equally, each must be clear on what their role is. 

 
 
Corporate Governance and Economic Accountability, 

 
 
So, what role does the corporate world play in this game? It seems, that economic 
accountability on the part of the private entities should entail disclosure of 
information – both financial and non-financial; ethical conduct of business in ways 
that do not jeopardize the citizens or that does not undermine efforts made by the 
government to improve the quality of life of the citizens or blunt Government 
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policies. This is particularly important given that good economic governance is 
crucial for the functioning of both the public and the private sector. 

 
Indeed, only a transparent, efficient and ethical private enterprise will fully merit 
their stakeholders’ and citizens’ trust. 

 
 
While other spheres of governance – civic governance and political governance have 
been in the mainstream of public domain, economic governance is important in both 
the private and the public domain. Therefore, we need to elevate the conversation 
tonight to be more inclusive. We need to create platforms where we leverage on 
collective intelligence from both the public and the private sector and explore new 
ways in which the resources at the disposal of the country can be harnessed more 
transparently, ethically and accountably to improve everyone’s wellbeing. 

 
 
The corporate world therefore must join hands with the public sector to stir up 
economic accountability and promote growth. Economic accountability is not just 
a state function. It is a shared responsibility by all actors in the nation. 

 
 
But, what, then, is economic accountability? 

 
 
It refers to the manner in which decision making by those with authority and 
responsibility over economic resources in the public and private sector, exercise 
their powers to achieve the objectives that are set. 

The accountability therefore focuses on a number of issues: - 
 
i) Transparency with which those decisions are made; 
ii) Answerability, that is, the extent to which those in the offices justify their actions 

when there is such demand from the stakeholders or citizens and; 
iii) The sanctions that are put in place by those in authority when accountability 

thresholds are not met. 
 
It is clear that Governments across many parts of the world have been pursuing free 
market reforms. Transparency and accountability has increased, but more needs to be 
done. This will be achieved once we gain traction on clarity of responsibility where 
the role of the public sector and that of the private sector in economic 
accountability begins and ends. We all know how the world faired as a result of 
reckless corporate behavior that led to the global economic crisis of 2008. It was 
mass failure at economic accountability by corporations who considered themselves 
too big to fail. Then, “individuals or corporations acting to their own self-interest, 
destroyed their own institutions, and triggered a major recession.” 

 
Let me offer some thoughts on clarity of responsibility between the public and 
private sector, let me suggest that: - 
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 The checks and balances in the three arms of the state – Executive, Legislature and 
Judiciary need to be further strengthened, and in a manner that focuses on 
improving the systems, processes, people and institutions. This can be seen as a 
strengthening horizontal accountability. 

 The corporate world needs to win greater trust from both the public entities 
and the citizens in general. This means that business models that are more 
inclusive, socially responsible and accountable, sustainable and in thebest interests 
of the economic priorities of the country must be balanced with profit 
considerations. 

 
Some of the key question that are in this conversation are; 
 
1. Who is driving the Economy? - What are Zambian companies doing to 

contribute to economic development? 

2. How are Zambia’s Corporate Entities Performing? - 

Why are some companies in Zambia successful while others are not? Corporate 

captains should not always blame government policies for corporate failures. 

3. How is Transparency and Disclosure taking place among Zambia’s 
Corporate World? - How ethical and transparent are the captains of 
industry in disclosing products and any value addition being created in the 
industry? 

4. Sustainability - How sustainable are the business practices in Zambia? How 
is the private sector contribution to the SDGs? 

5. Corporate Social Responsibility - What is the quality of jobs being created in the 

industry? 
 
 
We can add more and more Questions from our corporate managers, directors and 
leaders but they all fall down to the question “how is t h e  corporate world 
creating value for Zambia?” 

 
Of course, governance is not simply an issue relevant to foreign investors. By far 
the most investment in almost all countries comes from home-grown sources. 
Strengthening domestic confidence in a country’s own corporations and stock 
markets matters greatly to the long-term competitiveness of businesses and to 
the overall health and vitality of national economies. It should not be surprising 
that studies have shown that countries with weaker national investor protection 
tend to have smaller, less liquid, capital markets. 

 
 
It is important to generate conversation among the Executives/ Managers/ Policy 
Makers in the public sector. 
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For the Captain and Executives in charge of public institutions and all regulatory 
bodies, their governance matters greatly. These Executives play a major role in our 
economy not only in-terms of position, but also because of the service they provide. 

 
 
These Executives have an impact on the fiscal and fiscal risks. Unfortunately, in 
most African Countries PI operate with inadequacies. The government appears to be 
giving more to PI than it is receiving from them. Hence the government become 
exposed to growing liabilities through sometimes guarantees and other contingent 
liabilities. 

 
 
Financial crises in Asia makes our point clear. In Asian countries companies 
operated under conditions that prevented external scrutiny, these companies had easy 
access to external debt and equity finance without having to go through the 
appropriate controls. Lack of transparency and accountability led, in turn, to 
distorted incentive s t r u c t u r e s , and d a n g e r o u s l y  h i g h  
c o r p o r a t e  indebtedness. Poor disclosure and audit procedures made the 
situation worse by preventing early warning of the deteriorating financial 
conditions of corporations. Hence the so called tigers collapsed and become hyenas! 

 
 
 
The public debate shows that current economic accountability frameworks focus on a 
narrow approach to value creation. The current corporate governance frameworks are 
indeed inadequate in the context of escalating economic accountability issues. Some 
of the key questions for conversation among public executives could include question 
like; 

1. How can we create frameworks of value for money in public finance 

management and accountability? 

2. How can we enhance the integrity of our monetary; auditing, accounting and 

financial systems? 

3. How can our regulatory framework be informed to provide effective and 

competent oversight? 
 

 

This discussion requires us to widen the conversation. Corporate Governance puts 
Executives both in the public and private sector at the center of that conversation. 

 
 
The issue is complex. It is not enough to say government policies contribute to 
corporate failures. The issue is why is it that given the same policy systems of a 
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country, some companies fail while others thrive with profitability? 
 
Why is it that some companies are clean and pay what belongs to Caesar while 
others default and claim hard times and see nothing but bees? 

 
 
It can be argued that the private sector, the public sector, civic organizations and 
indeed the citizens, are responsible for economic accountability. This is a departure 
from the past where economic accountability has been sharply pointed on the 
Executive. 

 
It is my standpoint that, unless Corporate Governance and Good Governance 
synergize to improve economic accountability, the future of our nation and 
indeed any other nation remains compromised. This will negatively affect the 
future generations. The time to make hard choices for a better future is now. In 
my view, the Government, citizens and private sector ought to and should work 
together in regard to economic accountability. 
 

HOW DO WE CHANGE CURRENT CORPORATE GOVERNANCE PRACTICES TO 
IMPROVE ECONOMIC ACCOUNTABILITY? 
 

Past corporate governance efforts have tended to be more inward looking as opposed to 

stakeholder-orientation.  The general perception about corporate  governance, has been 

to think of codes and rules. One criticism of this approach to corporate governance is 

that it tends to focus on the development of fairly specific rules and codes of behavior 

rather than insisting on adherence to certain principles of behavior. 

 
The problem with rules and codes, is that business dynamics, e-commerce, e-
conomy open loopholes in rules and codes. When loopholes open, inappropriate or 
unethical actions that are not specifically prohibited by the codes or rules or laws do 
take place. Recent report by Mauritius leaks provide a good example of how 
multinational corporations are gaming the system/regulations/rules/agreements to 
shrink their tax bills – and cheating Africa of vital tax revenue. 
 

The true scandal is that, like most tax avoidance schemes, these acts are completely    

legal, but unethical. Mauritius leaks reveal that multinational corporations artificially 

but legally, shifted their profits out of African countries, (profit shifting) where they 

do business to the corporate tax havens. These transactions are legal because they are 

based on the signed Double Taxation Avoidance Agreement. However, evidence 

shows that these practices are unethical as they siphon resources from poor countries. 
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Globally, a position is being made that corporate governance should focus also on 
principles instead of rules and codes. That is, we should establish key principles 
against which corporate decisions are going to be held accountable. 

 
In this way managers and directors will have to consider not only whether some 
action would violate a code but whether it would violate a principle. This is why 
many analysts seem to agree and I quote “whichever way regulation evolves, 
disclosure and transparency are imperative to adequate corporate governance.” 
 
What is the way forward? 

 
 
Ethical reporting is the way to go. The corporate world, just like the public sector, is 
keen on winning trust and confidence of its stakeholders particularly because this 
legitimizes the corporate existence. Compromises and corruption issues that we hear 
and read about also take place in the corporate world. The public sector takes the 
pressure that come with negative publicity while the corporate entities remain mute. 
The corporate governance domain needs to rise to the occasion where the public ask 
tough questions on how the corporate entities deal with rent seeking behaviour 
with both the public officials and their own employees. 

 
 
Conclusion, 

 
It has been said that “Good corporate governance is critical to the health of the 
corporate system, our financial system, and our economy. Our economy will be 
stronger if corporate decisions are made with competence and integrity, and if 
shareholders and the public can appropriately assess the profitability and riskiness 
of corporations’ business activities.” Indeed, good corporate governance, as the 
quotation goes, is essentially about effective leadership. Such leadership should be 
characterized by the ethical value of responsibility, accountability, fairness and 
transparency. 

 

Responsible managers/directors should direct the company with a view to 
achieving sustainable economic, social and environmental accountability. 

 
 
About the Author: Prof. Bonard Mwape is a Member of the Institute of Directors of Zambia is an 
International Business and Management expert and currently serves as the Director General and 
Chief Executive Officer of ESAMI. 


