
In what ways does corporate governance act as an enabler for good 

business within organisations, and as a driver of economic growth? Draw 

on at least one recent example. 
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Introduction 

Corporate governance has become a central pillar of modern business, particularly following 

notable corporate failures and rising public expectations. It refers to the rules, practices, and 

processes guiding how companies are directed and controlled often through a board of 

directors overseeing management. In today’s fast-paced market, robust governance is a 

linchpin for long-term stability and success, preventing misconduct while stimulating good 

business practices and broader economic expansion. As the Organisation for Economic Co-

operation and Development (OECD) argues, corporate governance is “one key element in 

improving economic efficiency and growth as well as enhancing investor confidence,” 

aligning the interests of boards, managers, and shareholders (OECD, 2015, Is corporate 

governance a magic bullet?). 

This report explores how governance fosters internal trust and ethics, fuels innovation and 

responsible risk-taking, attracts capital, lessens systemic risks, and supports inclusive, ESG-

oriented progress. A case study of Unilever, recognised for its strong governance and 

sustainability efforts, demonstrates how these principles drive internal success and broader 

economic benefits. 

Fostering Trust, Ethical Culture, and Strategic Alignment 

One of the most immediate ways corporate governance enables good business is by 

cultivating trust and an ethical culture. Good governance establishes clear ethical standards, 

accountability structures, and a “tone at the top” that permeates the organisation’s culture. 

Boards of directors play a pivotal role in setting and nurturing this culture. Research in 

corporate governance highlights that boards prioritising culture and setting clear ethical 

expectations will “encourage ethical behaviour throughout the company” (The board’s role 

in promoting an ethical culture - Journal of Accountancy). When leadership consistently 
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upholds integrity, transparency, and fairness, employees develop greater trust and 

commitment. Governance underpins this ethical culture, reducing internal misconduct and 

promoting loyalty and teamwork. 

Strong frameworks also align management with stakeholders by defining the company’s 

purpose, values, and strategy. For example, Johnson & Johnson relies on its Credo to balance 

stakeholder interests, allowing the firm to navigate challenges while preserving a reputation 

for ethical conduct and transparency (Learning from the Best: Case Studies in Effective 

Corporate Governance). Transparency is a key facet of governance that builds trust: regular, 

candid disclosure of company performance and risks reassures employees and shareholders 

that the business is being run honestly. Indeed, well-implemented corporate governance 

creates “transparent rules and controls” that align the interests of shareholders, directors, 

management, employees and the community (Corporate Governance: Definition, Principles, 

Models, and Examples). By clarifying a company’s direction and conduct standards, 

governance unifies employees, fostering collaboration essential for innovation and 

productivity. Externally, integrity assures customers, suppliers, regulators, and investors. 

Trust, once established, draws both committed capital and loyal customers; conversely, 

governance lapses can ruin reputations, as scandals from Enron onward have shown. Through 

embedding ethics and accountability into corporate DNA, good governance sustains a 

reservoir of trust that energises strategic execution. Trust underpins organisational resilience 

and broader societal confidence. Thus, ultimately forming the bedrock of sustainable business 

success. 

Enabling Innovation, Effective Risk Management, and Long-Term Sustainability 

Beyond culture, corporate governance is a critical enabler of innovation and prudent risk-

taking. These are essential for business growth in a fast-changing environment. A well-

governed company balances creativity and appropriate oversight. Governance mechanisms 

such as independent boards and risk committees provide the guidance and controls needed to 

manage the pursuit of new opportunities without jeopardising the firm’s stability. Risk 

management is fortified by corporate governance, with boards responsible for identifying 

risks (strategic, financial, operational, etc.) and ensuring systems are in place to control them 

(Corporate Governance: Definition, Principles, Models, and Examples). By managing risk 

and ensuring accountability, boards create a secure setting for responsible innovation. 

Employees are more likely to present bold ideas when they trust management to evaluate 
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them carefully. Meanwhile, strong governance counters short-term pressures, emphasising the 

long-term thinking crucial for sustainable progress. Although investors often seek quick 

returns, forward-thinking boards balance short-term gains with stakeholder interests. The 

UK’s Financial Reporting Council warns that a fixation on immediate profits can lead to 

“poor business behaviours,” underscoring the need for governance that embraces an enduring 

perspective. (Corporate Culture and the Role of Boards). Many of today’s top-performing 

firms have governance that explicitly supports long-range strategy and R&D investment. For 

example, Microsoft Corporation’s board and leadership pivoted in the mid-2010s to a 

“growth mindset” culture – a change championed by CEO Satya Nadella and backed by 

governance structures that valued learning and experimentation. This cultural evolution 

“created a corporate environment that promoted innovation” alongside introspection about 

technology’s societal impacts. Microsoft’s governance also established rigorous risk 

management and ethics review processes (such as an AI ethics committee) to ensure 

responsible innovation. The result has been a rejuvenation of Microsoft’s innovation pipeline 

(e.g. advancements in cloud computing and AI) coupled with avoidance of major ethical 

pitfalls.  

Increasingly, corporate governance is tied to lasting success, including environmental and 

social sustainability. Modern boards must address future challenges such as climate change 

and resource scarcity. By embedding sustainability into core strategy, setting goals, tracking 

progress, and linking executive rewards to long-term metrics, good governance helps 

businesses remain resilient and thrive. According to Unilever, a global company renowned 

for its sustainability agenda, “strong corporate governance is a critical part of [their] 

approach to sustainability and an enabler of accelerated progress” toward their goals 

(Sustainability governance | Unilever). In practice, this meant Unilever’s board and 

leadership could commit to ambitious targets knowing they had oversight structures to guide 

execution and manage the associated risks. The company’s governance ensured sustainability 

objectives were woven into decision-making at every level, driving consistent innovation in 

products and processes. 

Evidence shows that firms with robust governance and sustainability strategies excel over the 

long term. By avoiding catastrophic risks (like environmental crises or compliance failures) 

and investing in futureproofing, diversifying energy, adopting circular practices, and 

cultivating diverse talent, they become more resilient. Quality governance balances 

opportunity and caution, enabling innovation while safeguarding reputation. Over time, these 
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businesses adapt more readily to market shifts, maintain steady growth, and bolster the 

broader economy through ongoing innovation and employment. As one governance expert 

noted, “effective governance leads to successful risk management”, which in turn supports 

strategic innovation and long-term value creation (The Role Corporate Governance Plays in 

Risk Management). 

Driving Investor Confidence, Capital Attraction, and Economic Stability 

From an external perspective, robust corporate governance significantly boosts investor 

confidence and attracts capital, fuelling business expansion and economic growth. Investors, 

whether individual shareholders, institutional funds, or banks, seek assurance that a company 

is being managed prudently and with their interests in mind. Strong governance provides this 

assurance by ensuring transparency in financial reporting, shareholder rights protection, and 

executives' accountability. The OECD observes that well-designed governance policies help 

companies access financing, particularly from capital markets, promoting innovation, 

productivity, and entrepreneurship and fostering economic dynamism (G20/OECD Principles 

of Corporate Governance 2023). Firms with strong governance raise capital more easily and 

at a lower cost, as investors trust their oversight and fairness. This enables greater investment 

in growth. Studies consistently link good governance to stronger investor appeal. For 

example, a report for Asia-Pacific Economic Cooperation noted that “confidence in corporate 

governance is essential in attracting individual and collective savings into securities issued 

by companies” (2010 APEC Economic Policy Report). High governance standards foster 

investor trust, leading to deeper, more resilient capital markets. Post-2008 reforms 

highlighted governance’s role in financial stability. Strong standards reduce contagion risk, 

while failures can trigger market panic. For firms, good governance becomes a key 

competitive edge. Firms like PepsiCo and Procter & Gamble, known for diligent boards and 

stakeholder-minded policies, enjoy strong investor followings and relatively stable stock 

performance (Learning from the Best: Case Studies in Effective Corporate Governance). 

Well-governed companies earn a “trust premium,” as transparency and strong controls reduce 

risk and attract investors. This boosts capital access and share price stability. Governance 

standards, often required by regulators, help stabilise markets and support sustainable growth. 

One policy report succinctly stated, “good corporate governance is critical to ... the smooth 

functioning of the financial system”. It is “a prerequisite for attracting foreign investment” 

into an economy (2010 APEC Economic Policy Report). 
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Contributing to Inclusive and ESG-Aligned Economic Development 

Recently, there has been increasing recognition that corporate governance should serve 

broader societal goals. Effective governance can drive inclusive and ESG-aligned economic 

development by ensuring companies consider the needs of all stakeholders, employees, 

customers, communities, and the environment in their decision-making. This stakeholder-

oriented approach helps businesses contribute to issues like job creation, inequality reduction, 

and environmental protection, thereby supporting more inclusive growth. The OECD’s 

updated principles (2023) emphasise that well-designed governance policies support the 

sustainability and resilience of corporations and, in turn, may “contribute to the sustainability 

and resilience of the broader economy” (G20/OECD Principles of Corporate Governance 

2023). Investors are expanding their focus beyond short-term financial returns to include “the 

financial risks and opportunities posed by broader environmental and societal challenges”. 

Capital providers are increasingly rewarding companies that manage environmental and 

social risks well. Governance is the tool that companies use to respond to these expectations, 

for example, through ESG reporting and stakeholder engagement processes. 

Companies with strong governance go beyond compliance by embedding ESG and 

stakeholder priorities into core decisions. This builds trust, opens new markets, and supports 

inclusive practices like diversity, fair labour, and community partnerships. Unilever, for 

example, links governance to livelihoods and human rights, tracking progress across its 

supply chain. This approach helps distribute the benefits of growth more widely, fostering 

equity and resilience across the company’s value chain (Sustainability governance | 

Unilever). This governance-driven initiative means that as Unilever grows, it intentionally 

lifts those connected to its business, from farmers in developing countries to employees and 

local communities. The net effect is more inclusive economic development. 

Furthermore, governance is instrumental in aligning corporate activities with global 

sustainability goals (such as the UN Sustainable Development Goals). Companies known for 

outstanding governance, like Unilever, Microsoft, and others, often lead their industries in 

cutting carbon emissions, advancing gender equality, or investing in upskilling workers. They 

achieve this by embedding ESG targets into corporate objectives and tasking the board to 

oversee ESG performance. A sound governance framework for sustainability matters can help 

companies recognise and respond to stakeholder interests and “contribute to their long-term 

success” (G20/OECD Principles of Corporate Governance 2023), as well as the welfare of 
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society. Boards increasingly require climate risk disclosures and carbon reduction plans to 

ensure business viability in a low-carbon future. Governance measures like anti-corruption 

policies support cleaner practices and fairer competition, especially in developing economies. 

Adoption of such standards fosters more stable, inclusive, and sustainable growth. As noted 

in an APEC economic report, corporate governance can raise awareness about productivity 

and competitiveness in pursuing “a higher standard of living over time” (2010 APEC 

Economic Policy Report). Companies become engines of positive economic change by 

extending corporate governance to include environmental and social goals. Governance thus 

aligns profit with societal well-being, fostering more equitable and sustainable growth. 

Case Study: Unilever’s Governance Driving Business Success and Economic Value 

Unilever shows how strong governance can drive business success and broader societal gains. 

Known for embedding sustainability into its core strategy, the company under CEO Paul 

Polman (2009–2019) and current leadership moved away from short-term thinking by ending 

quarterly earnings guidance and favouring socially and environmentally beneficial 

investments. Backed by the board, Unilever’s Sustainable Living Plan (USLP) introduced 

ambitious targets such as improving health for one billion people, halving its environmental 

footprint, and supporting millions in its supply chain. Rather than mere philanthropy, these 

goals were built into governance structures and treated as central to Unilever’s long-term 

mission. (How Unilever is Winning with Sustainability: A Case Study in Purpose-Driven 

Profit). Unilever integrated sustainability into governance by assigning board oversight and 

tying executive incentives to ESG goals, aligning purpose with profit. This fostered an ethical 

culture, driving innovations like plant-based products that cut costs and appealed to conscious 

consumers. Governance enabled a long-term vision, giving sustainability a central role in 

strategy and operations. 

Unilever’s governance focus also significantly mitigated risks and bolstered long-term 

resilience. With climate change and resource scarcity posing material risks to supply chains, 

Unilever took proactive measures to source sustainably and reduce dependency on volatile 

commodities. By 2020, Unilever achieved 100% certified sustainable palm oil, thereby 

reducing deforestation risk in its supply and protecting the company from future regulatory or 

reputational shocks. As noted in one analysis, by embracing sustainable practices, Unilever 

“mitigates these risks and ensures the long-term viability of their operations” (How Unilever 

is Winning with Sustainability: A Case Study in Purpose-Driven Profit). Strong governance 
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enabled Unilever to handle external shocks, including the 2020 pandemic, by prioritising 

values and stakeholder trust. Externally, its sustainability reputation boosted brand loyalty for 

core products (like Dove, Lifebuoy, and Hellmann’s), translating purpose into profitable 

growth for its sustainable living brands (How Unilever is Winning with Sustainability: A 

Case Study in Purpose-Driven Profit). Investor confidence in Unilever surged as its forward-

thinking governance delivered strong shareholder returns. The company attracted long-term 

investors by emphasising a “future-ready” strategy and risk reduction. Governance-led 

initiatives supported millions of small farmers and micro-entrepreneurs, raising incomes and 

expanding market access. At the same time, Lifebuoy’s hygiene campaigns reached hundreds 

of millions, improving public health and growing future consumer bases. Unilever’s top ESG 

rankings and industry influence highlight its governance model's broad social and economic 

impact, which it describes as an “enabler of accelerated progress” (Sustainability governance 

| Unilever). This progress has had ripple effects: driving suppliers to higher standards, 

inspiring other firms, and contributing to global initiatives like the Sustainable Development 

Goals. In summary, Unilever’s case demonstrates that effective corporate governance can 

unite purpose and profit, yielding robust business performance while advancing economic 

growth and social well-being, demonstrating governance as an enabler of good business and a 

driver of economic growth. 

Conclusion 

In conclusion, corporate governance is essential for both internal performance and economic 

progress. Setting ethical standards, ensuring accountability, and aligning interests cultivate 

trust and cooperation that spur innovation and strategic risk-taking. Strong governance also 

attracts investor capital, fuelling growth while minimising market disruptions. Critically, 

modern governance extends beyond profit to address societal and environmental challenges, 

aligning corporate actions with broader development goals. Unilever’s success illustrates how 

robust governance is an active catalyst for long-term value creation rather than a bureaucratic 

hurdle. As global challenges intensify, companies with enlightened governance will be 

positioned to adapt and thrive, benefiting shareholders, employees, communities, and entire 

economies. 
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