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ABSTRACT

This paper has attempted to offer explanations that Jacilitate the understanding of the
role corporate governance can play in managing the global economic down turn arising
Jrom excessive credits boom of the new millennium. It also identified the place of Agency
theory and stewardship theory in corporate governance. The paper concluded that
corporate governance is the key strategic management issue which can lead to better

organizational performance over time and reduce the risk of enterprises getting into
trouble.

INTRODUCTION

The creditboom of the early years of the new millennium left many financial institutions
unhealthily bloated. Yet only a few months ago, a smooth return to the pre-credit crunch
world would seem conceivable, but that would be a case of the world eating its cake and
wishing to have it back. The world's financial firms have lost close of N2.8 trillion
dollars as a result of the continuing credit crisis, the Bank of England has recently
estimated. The Bank of England's latest Financial Stability Report (FSR) estimates that
UK banks would have to shed one-sixth of assets to return to 2003 leverage levels. Such
outright shrinking of balance sheets could be achieved in several ways, all of them dire
(Business Day, 2008:45). Yet the idea that a quick recession would purge the world of
past excesses is ludicrous. The danger is, instead of a slump, as a mountain of private
debtin the United State of America (U.S.A) equal to three times the GDP, it topples over
mnto mass bankruptcy (Wolf, 2008). The crux of the matter is that further downward
spiral would ignite further decay of the world's financial systems and proceed via
pervasive mistrust, the vanishing of credit, closure of vast numbers of entrepreneurial
Ventures, soaring unemployment, tumbling commodity prices, cascading declines in
asset prices and soaring repossessions. Globalization no doubt would spread the
Catastrophe everywhere in the globe. Many of the victims would be innocent of past
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excesses, while many of the most guilty would retain their ill-gotten gains.

The global financial crisis has brought volatility for markets in other countries
especially India where the sensex index of the Bombay Stock Exchange broke through
8,000, falling by 11 percent and the rupee hit a new low of 50.29 to the Dollar in October,
2008. The information technology outsourcing industry and the small and medium sized
business ventures were particularly vulnerable. The SME sector in India contributes
more than 50 percent of the country's exports. If there is recession that is deeper and
recovery is longer, the sector is going to be hit more terribly than others. Down here in
the continent, the Governor of South African Reserve Bank in October 2008 point
blankly told his country men and women that the global economy has been significantly
hit by the financial crisis that arose as a result of poor regulated financial institutions in
developed countries and the slowdown threatens to undermine the economy and further
push tens of millions of South Africans over the poverty line (Business Day, 2008:56).
Similarly in Nigeria, the global economic melt down is equally having its tolls with the
downward pressure it is already inflicting on the process of our commodities with the
real possibility that the volume of oil export will be extremely reduced by the depressed
international demand due to the crisis. Countries whose banks' capitalization are miles
higher than our consolidated banks are fighting tooth and nail to come up with solid and
appropriate levels of regulations to stem the destructive tide of America's global
financial crisis. Our policy makers should be doing same instead of treating our own
economic problems with kid's glove. The truth remains incontrovertible that we have
had successful bank consolidation but it has not resolved all the problems of our
banking industry, let alone the national economy's. So when the world's largest
economies are coughing so violently, we should not pretend that it is not an infectious
cough or flu.

CORPORATE GOVERNANCE DEFINED:
A corporation is a mechanism established to allow different parties to contribute
capital, expertise and labour for their mutual benefit. Management runs the company
without taking responsibility for personally providing the funds. The
investor/shareholder participates in the profits of the enterprise without taking
responsibility for the operations. To make this possible, laws are formulated so that
shareholders have limited liability and invariably limited involvement ina corporation's
activities. That involvement includes the right to elect directors who have a legal duty/to
represent the shareholders and protect their interests (Monks and Minow, 1995:824);
The board of directors has therefore an obligation to approve all decisions that might
affect the long-run performance of the corporation. This means that the corporationis
fundamentally governed by the board of directors overseeing top management with the
concurrence of the shareholders. The term corporate governance refers to the
relationship among these three groups in determining the direction and performa
the corporation (Monks and Minow, 1995:1). Shleifer and Vishny (1997:737) writ

NJEFR,Vol.2 No.1 June 2008 .







