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There has been this phenomenon that corporate governance is only applicable to 

public sector space and not in the private or SME’s space. Kindly join me in this 

journey in the next couple of months when I will be looking at the role of corporate 

governance in small medium enterprises.    

 

SMEs account for 70% of Zambia’s GDP and 88% of the employment, according to 

a research from the Bank of Zambia (BoZ) and the International Labor Organization 

(ILO) as reported by Zambia invest.com. At global level, according to world bank 

research SME’s represent about 90% of businesses and more than 50% of 

employment worldwide. Formal SMEs contribute up to 40% of national income 

(GDP) in emerging economies. These numbers are significantly higher when 

informal SMEs are included.  According to world bank report which estimates that 

600 million jobs will be needed by 2030 to absorb the growing global workforce, 

which makes SME development a high priority for many governments around the 

world.  

 

In emerging markets, most formal jobs are generated by SMEs, which create 7 out 

of 10 jobs It is worth to note that the SME’s are a critical player in the development 

of every economy and plays a big role in job creation. It is against this background 

that we need to safeguard the governance of SME’S for the purpose of growth by 

ensuring that the corporate governance code is also applicable `to SME’s. First and 

forest most we need to understand what are SME’s? SME stands for Small and 

medium-sized enterprises (SMEs) however this is country specific.   

 

For instance, in the European Union (EU) a business with fewer than 250 employees 

is considered an SME, while in the United States an SME has fewer than 500 

employees. For me who is a Human Resources Practitioner any number that is above 

10 in an organization needs to have good and solid adherence to corporate 

governance in order to stimulate growth and post profits therefore 50 staff is not 

unexceptional for the application of the corporate governance code. This can also be 
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attested by one of the old management Guru by the name of Max weber who studied 

management and governance in organization.   

 

According to Max Weber, bureaucratic management theory focuses on structuring 

organizations in a hierarchy so there are clear rules of governance. His principles for 

creating this system include a chain of command, clear division of labor, separation 

of personal and organizational assets of the owner, strict and consistent rules and 

regulations, meticulous recordkeeping and documentation, and the selection and 

promotion of employees based on their performance and qualifications and the 

SME’s and not unexceptional in good corporate governance.  

 

Several SME’s have had a good capital injection by various financiers be it abroad 

of local but with time the growth of some of the SME’s is neither here nor there. 

Furthermore, some of the SME’s do enjoy competitive advantage in terms of their 

location, products and in some cases their human capital. I am aware of some of the 

SME’s that tabled down the Blue ocean strategy and have moved out of the Red 

Ocean strategy successfully with marginable profits but within a short period of time 

the business starts crumbling down.   

 

As I am penning I have always been wondering as to why huge multinational 

organization at some point go through scaring financial storms but they still come 

out and continue posting profits and yet a well-placed SME’s cannot withstand some 

storms. In a nutshell, I have noticed that there is no sustainability in some SME’s 

despite good capital injection and good business environment and yet this is the 

sector which contributes immensely to the growth of many economies at a national 

level and if left neglected in terms of good governance then we will be doing 

injustice to the development of the Sub Saharan countries.  

 

Catch me in the next article where I will further explore as to why some SME’S 

fail to grow.   

  

Remember SME’s are a drive to every economy and they represent about 90% of 

businesses and more than 50% of employment worldwide hence the need to ensure 

that good governance frameworks are in place.  
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