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Introduction
• It seems on a global scale we are still bedevilled by 

problems, abuses and confusion about the workings of 
the boards or how organisations must be governed.

• We have a corporate governance crisis in both private 
and public sectors stemming from what Bob Garratt 
calls a complex mixture of directoral ignorance, calls a complex mixture of directoral ignorance, 
strategic incompetence and greed

• Our understanding of what corporate governance 
means and what it seeks to achieve is questionable or 
some how suspect

• We seem to lack sincerity in our approach to best 
practices in corporate governance 
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Global Corporate Governance Reform Developments 

• Did corporate governance problems contribute to the global 
financial crisis in the US & Europe?

• Whilst its roots lie deeper in flawed macro-economic & 
monetary policies, inadequate regulation & supervision, bad 
governance made the problem worse. 

• “Boards failed to challenge & Shareholders failed to hold 
them to account for not doing so”-Peter Montagnon, Advisor 
FRC  
them to account for not doing so”-Peter Montagnon, Advisor 
FRC  

• As a result the US is refining its institutional governance post 
the crisis through the Dodd Frank Wall Street Reform & 
Consumer Protection Act (Dodd Frank Act) 

• In June 2010, UK Revised the Combined Code to come up 
with The UK Corporate Governance Code

• In SA King11 was revised resulting in King 111

• Zimbabwe is currently crafting its own Code
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Zimbabwe’s Dynamic Situation
• The theme says it all: RESTORING BUSINESS 

FUNDAMENTALS

• Over the last decade the economy deteriorated 
resulting in the new multi-currency regime beginning of 
2009

• Businesses deviated from normal business practices

• Due to difficult macro-economic situation, shortages of • Due to difficult macro-economic situation, shortages of 
basic goods etc businesses & individuals practiced 
survival corruption

• There was no vision no strategy & no planning  to guide 
the companies

• Moral & Ethical values were eroded

• Does this have a bearing on corporate governance, 
specifically director accountability? 
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What is Director accountability & to whom is it owed?

• Directors as the heart & soul of organisations  make 
decisions & take action on behalf of the entity, they must 
account to someone about those decisions & actions

• They have a duty or obligations to the company & 
Shareholders & or major stakeholders

• They are entrusted with resources & power, they must 
render an account on how these resources & power have render an account on how these resources & power have 
been used

• Effective mechanisms must exist to allow for 
accountability & provide investors & stakeholders a 
means to query & assess the action of directors

• Investors must have rights if they are to provide capital, 
however these rights come with obligations as well
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Where accountability fits in CG
One of the 4 pillars of Corporate Governance :

• Accountability

• Transparency

• Responsibility 

• Fairness

• Accountability stems from the “principle agent 
problem”problem”

• It permeates the entire organisation, a catalyst for 
organisational efficiency & it applies to all organisations

• Lack of accountability results in mis-alignment of 
interests & value destruction for shareholders & other 
stakeholders

• It breeds corruption & greed
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Importance of accountability in corporate 

governance
• “The proper governance of companies will become as 

crucial to the world economy as the proper governance 
of countries” - Jim Wolfenson, Former World Bank 
Chief

• The recent global financial crisis proved this statement 
to be true
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to be true

• The failure of major corporations in the US & Europe 
almost brought down national economies

• The crisis underscored the importance of good 
corporate governance which encompasses 
accountability



How accountability works: The governance of companies is 

similar to the governance of Nations 

SHAREHOLDERS
DECIDE THE PURPOSE OF 

CORPORATE ACTIVITY

CONSTITUENCY
VOTE TO ACHIEVE INTERESTS

BOARD
CABINET &
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“Doing the right thing”

MANAGEMENT
IMPLEMENT STRATEGY

“Doing the thing right”

CABINET &

PARLIAMENT 
LEGISLATE IN THE INTERESTS 

OF CONSTITUENCIES 

CIVIL SERVICE
IMPLEMENT POLICIES

ACCOUNTABILITY IOD



Accountability & the Fiduciary duty of 

Directors
• Directors are fiduciary agents of the corporation, 

holding assets or exercising authority in trust, on behalf 
of someone else

• They have a duty of loyalty which requires them to act 
in good faith & in what is in the best interest of the 
organisation, subordinating  personal interests to the organisation, subordinating  personal interests to the 
welfare of the entity

• Conflict of interest must be avoided/identified & 
managed

• Directors especially NEDs have a duty of care & 
diligence which asks them to make informed decisions 
& exercise reasonable supervision of the business
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What system of governance will make 

directors in Zimbabwe more accountable?

• There are basically 2 approaches; Legislative & principle 
based voluntary approach i.e. apply or explain

• Major consideration is the cost of a legislative approach 
(can be burdensome) & whether behaviour can be 
legislated?

• In the past decade the national & corporate cultures 
changed, businesses deviated from normal business 
practices and individuals practiced survival corruption

• There was no more shame in being corrupt

• How easy is it to change the prevailing culture?
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Accountability & Shareholder/Board relations
These relations are at the centre of making boards 
accountable to Shareholders:

• To most boards & Mgt, shareholders are regarded as a 
pain in the neck, consider what happens at most AGMs

• Generally there is poor exchange of information 
between boards & shareholders. If directors  are to be 
accountable mechanisms for shareholders to voice 
their interests & to hold directors accountable should their interests & to hold directors accountable should 
be in place

• Shareholders need to influence boards. In the absence 
of  mechanisms to demand accountability, directors are 
suppose to represent constituencies whose preferences 
are unclear

• Exceptions are where shareholders are also directors. In 
this case dynamics change different challenges arise
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Accountability & Shareholder/Board relations

• Following the global crisis, many investors & regulators 
have focused on corporate governance reforms & 
increased director accountability to prevent a 
recurrence

• US SEC Chairman Mary Schapiro says she “will bring 
transparency & accountability to all corners of the 
market place” market place” 

• SEC has made corporate accountability & shareholder 
empowerment key touchstones for the regulator

• SEC seeks to give shareholders a greater say on who 
serves on corporate boards i.e. up to 25% of the board 
could be installed through a proxy access-the right or 
ability of Shareholders to place their own nominees for 
the board directly at the expense of the entity if;
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Accountability & Shareholder/Board relations

• A shareholder/group of S/H hold at least 3% of the 

company's shares

• Have done so continuously for at least 3 years &

• Continue to hold the shares through to the AGM &

Have submitted a proposal to nominate candidates • Have submitted a proposal to nominate candidates 

for no more than 25% of the board seats 

14



Importance of shareholders/board relations

Other measures being taken:

• Prohibit voting by brokers with shares they hold 
for clients, if they do not obtain appropriate 
instructions from them

• Transparency is important in making directors 
accountable, without it there is no accountabilityaccountable, without it there is no accountability

• There is a push for high quality disclosure in proxy 
statements about directors, board leadership 
structures & the interplay with risk oversight in 
order to empower investors

• Majority voting in director elections to become 
compulsory for listed companies
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Executive Compensation Issues
• This continues to be an area of concern in Zimbabwe & 

abroad 

• Egregious levels of compensation are awarded regardless of 
performance; golden handshakes, golden parachutes, golden 
coffins etc.

• Recently ZCTU threatened to name Executives earning more 
than $10 000/month

• COSATU’s concerns recently on hearing Executive • COSATU’s concerns recently on hearing Executive 
compensation in SA grew by 23% to R4 800 000/annum

In US reforms seek to enhance transparency by  increasing 
disclosure 

• Reforms in US involve a “Say on pay”: A non-binding 
shareholder vote on compensation of the 5 highest paid 
executives

• A non-binding vote at least once every 6 years on whether a 
“say on pay” vote should be held every 1,2,or 3 years  
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Executive Compensation Issues

• A comparison of executive pay & company 

performance

• Median total compensation of all employees at the 

company, the CEO’s compensation & the ratio between 

the two

• Claw back provisions for executives following a 

restatement of financial statements regardless of 

whether there was fraud/misconduct or not  

• In order to promote shareholder activism, Institutional 

investment managers will be required to disclose proxy 

votes on executive pay & golden parachutes
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Stewardship Code For Investors
• Publicly disclose policy on how stewardship 

responsibilities have been discharged

• Robust policy on managing conflict of interest

• Monitor companies in which they invest

• Establish clear guidelines on when & how they will 
escalate activities to promote & enhance shareholder escalate activities to promote & enhance shareholder 
value

• Be willing to act collectively with other investors

• Have a clear policy on voting & disclosure of voting 
activity

• Report  periodically on their stewardship & voting 
activities
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Role of Non Executive Directors (NEDs)
• NEDs provide leadership, constructively challenge & 

contribute to strategy, guide the company through 
monitoring  risk, executive & organisational 
performance. 

• They bring experience, skills, independence & objective 
judgement. They are watchdogs

• Challenge: Independence paradox-To obtain adequate • Challenge: Independence paradox-To obtain adequate 
information critical for accountability duties NEDs are 
dependent on Executives-those that in turn they are 
suppose to monitor & be independent from

• Even with the best will, there are challenges in getting 
accurate, timely & adequate information, needed to 
make informed decisions
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Other Factors: Director Selection Process

• There is need to re-look at our director selection 

process

• Old school methods no longer work

• If directors are to be accountable to shareholders, 

appointment to the board should be through a appointment to the board should be through a 

formal & rigorous procedure that is transparent & 

credible

• The use of Nomination Committees is encouraged

• There is need to provide director development 

programs & proper induction to new directors
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Poor Risk Management Standards & Practices

• With reference to the crisis OECD identified the above 
as a missing element

• Risk was not managed on an enterprise-wide basis, it 
was based on particular products & market lines

• Disclosure of foreseeable risk was poor  producing • Disclosure of foreseeable risk was poor  producing 
boiler plate disclosures

• Remuneration & incentive systems have implications 
for risk taking & requires monitoring by the risk 
management committee

• Zimbabwe is in a new multi-currency environment do 
we have lessons in the area of risk management?
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Multiple Board Seats
• The above is blamed for failure of boards to exercise 

objective independent judgement & failure to 
effectively monitor management & hold them 
accountable

• Serving on too many boards interferes with 
performance of board members

• Companies need to consider the extent to which • Companies need to consider the extent to which 
multiple board seats for a director is compatible with 
effective board performance

• Full biographical details for directors seeking 
appointment or re-appointment need to be disclosed 
to enable shareholders to evaluate these directors & 
make an informed decision
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Director Appraisals

• Appraisals no longer stop at the board room 

door

• They are a tool to help boards to assess 

themselves & make them accountable to themselves & make them accountable to 

shareowners & stakeholders

• It should not be a tick box exercise
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Conclusion
• Director accountability is critical in value creation 

& serving of legitimate interests of capital 
providers & major stakeholders

• The rights of investors matter if you want to 
attract funding at a reasonable cost

• Investors/shareowners need to be responsible & • Investors/shareowners need to be responsible & 
use their rights wisely & well

• Corporations need to be open & listen to their 
shareholders even if they may be annoying

• Making this relationship work will improve 
organisational efficiency & keep regulators at bay
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Conclusion

• While we cannot legislate for ethics & good 

behaviour we need to start promoting an effective 

corporate & national culture that foster confidence 

& trust

• Let us re-evaluate & re-calibrate our value systems, • Let us re-evaluate & re-calibrate our value systems, 

good governance stems from the heart

• It is essential that we reinforce the basic values of 

honesty, integrity & transparency which are pillars 

of our governance structures 
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Conclusion
• Lack of accountability breeds corruption, even if you 

are running  a modern, sophisticated & highly 
technologically driven business, money is still made 
through an exchange of goods & services 

• Financial sophistication , engineering & cleverness is 
no substitute for a good corporate strategy & 
accountability accountability 

• Directors need to be more engaged, more effective & 
more accountable than we have been if we are to 
take the economy of Zimbabwe to the $100 billion 
level.

I THANK YOU
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