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This literature review explores the intricate relationship between corporate governance and 

accountability within contemporary organizational structures. It underscores the growing global 

significance of corporate governance, particularly in light of high-profile corporate scandals such 

as Enron and WorldCom, which spurred widespread reforms and heightened investor 

awareness. The review draws upon key theoretical frameworks, including agency theory, 

stakeholder theory, shareholder theory, stewardship theory, resource dependency theory, and 

the knowledge-based view, to analyze how corporate governance mechanisms influence 

corporate behavior, performance, and accountability. Agency theory, which remains the 

dominant paradigm, emphasizes the mitigation of conflicts between principals (shareholders) 

and agents (managers) through oversight structures like independent boards and financial 

disclosure. Conversely, stakeholder and stewardship theories expand the accountability 

narrative to encompass ethical leadership and the broader social responsibilities of firms. The 

review further evaluates various corporate governance models to include financial, cognitive, 

contractual, and decision-making models and explores international principles and codes, 

notably the OECD guidelines that shape governance practices across diverse legal systems. It 

reveals how corporate governance fosters transparency, ethical conduct, and long-term 

sustainability by aligning managerial actions with stakeholders’ interests. Empirical evidence also 

affirms that attributes such as board diversity, audit committee effectiveness, and regulatory 

frameworks critically enhance accountability. Ultimately, the review calls for continuous 

adaptation of governance systems to respond to evolving technological, regulatory, and societal 

expectations, ensuring that accountability remains central to corporate operations 

. Keywords: Corporate Governance, Accountability, Agency Theory, 
Resource Dependency Theory 
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Introduction 

 

 
The practice of corporate governance in organizations 
has advanced rapidly in recent years, gaining global 
recognition. Corporate governance has received attention 
in recent time, even nations that are yet to regulate 
corporate governance have embraced its principles 
(Josiah, Ekpe & Bosun-Fakunle 2023), highlighting its 
growing influence. Its widespread attention stems from its 
role in shaping a company's operational structure and 
serving as a foundation for long-term sustainability 
(Angwaomaodoko, 2025; Rezaee, 2025), such that 
implementing and adhering to corporate governance 
practices will benefit business owners who are committed 
to its principles. Corporate governance fosters effective 
oversight, particularly when disclosure and transparency 
are upheld, ensuring accountability and trust while 
keeping stakeholders informed (Grantham, 2020). When 
organizations integrate corporate governance into their 
framework, it significantly impacts investor confidence, 
influencing engagement with the company (Hossain, 
Hasan & Hasan, 2024). Notably, corporate governance 
became even more significant after the collapse of major 
U.S. corporations, including Worldcom, Enron, and 
Adolphia, alongside rising public awareness of corporate 
failures, and heightened investor caution. Consequently, 
investors tend to favor organizations with strong quality 
assurance practices (Wu, Zhu & Tao, 2024), as such 
firms are more likely to maintain a solid reputation. In 
today's digital age, where information is easily accessible, 
shareholders and business owners can monitor corporate 
decisions in real time, enhancing transparency and 
accountability. This accessibility, combined with 
independent financial assessments, reinforces 
confidence in corporate governance (Alabdullah, Yahya, 
& Thurasamy, 2014) thereby significantly impacting a 
company’s performance (Alabdullah, 2016).  
  
Financial accountability, as a crucial derivative of sound 
corporate governance (Natalya, 2014; Moridu, 2023), 
encapsulates the obligation of firms to provide accurate, 
timely, and transparent financial information to 
stakeholders, thereby reinforcing organizational integrity 
and trust. It operates within the framework of corporate 
governance by ensuring that management is held 
responsible for resource stewardship and outcomes of 
their financial decisions (Larcker & Tayan, 2020). In this 
context, corporate governance mechanism to include but 
not limited to board oversight, internal controls, and audit 
committees, serve as institutional safeguards that 
promote financial accountability by reducing information 
asymmetry and agency conflicts (Fama & Jensen, 1983; 
Alzoubi, 2019). In this regard, Amanamakh, (2024) 
document that when firms adopt robust governance 
structures, including clear reporting standards and 
independent audit functions, they are better positioned to 

maintain financial discipline, mitigate earnings 
manipulation, and enhance the credibility of their financial 
statements. Such alignment of governance practices with 
accountability expectations is particularly vital in deterring 
opportunistic behaviors and ensuring that financial 
disclosures reflect economic realities of the firm (Johari, 
Rashid, & Mohd Kamil, 2025; Shukla, Agrawal, Dwivedi & 
Singh, 2025). Financial accountability contributes to 
investor confidence and capital market efficiency, as 
transparent reporting enables informed decision-making 
and reduces the risk premium associated with financial 
uncertainty (Bushman & Smith, 2001; Okike, Adegbite, 
Nakpodia, & Adegbite, 2015). Thus, financial 
accountability is not only a reflection of ethical corporate 
behavior but also a strategic imperative that intertwines 
with governance to support organizational resilience and 
stakeholder engagement. However, while many studies 
link corporate governance to company performance in 
terms of financial accountability, with inconsistent 
findings: significant positive or significant negative 
relationship, others present mixed results (Daniel, 2019; 
Aggarwal, 2013; Indriakati, & Daga, 2022; Abdullah, Aziz, 
Najid & Mohamed, 2019; Al-Ahdal, Alsamhi, Tabash & 
Farhan, 2020; Fanta, Kemal, & Waka, 2013). 
  
The first section provides an introductory content, 
followed by review of key concepts and fundamental 
theories of corporate governance to include agency 
theory, shareholder theory, resource dependency theory, 
stakeholder theory, and stewardship theory. In addition, 
section three considers a knowledge-based approach to 
corporate governance and its implications for 
accountability. Finally, this study presents its conclusions. 
  
Conceptual Literature 
  
Corporate Governance 
The definitions of corporate governance differ 
significantly (Claessens, 2003) but align with 
approximations formulated since 1992, which primarily 
aim at setting guidelines for managing and controlling 
business organizations. The guidelines are designed to 
steer corporate actions in a way that assures investors 
that the financial resources they contribute are effectively 
managed to enhance both profitability and efficiency. 
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Corporate Governance Models 

S/N Emphasis Authors 

1 Corporate 
Governance in 
Financial Models 

Adhariani, (2015). 
Syriopoulos and 
Tsatsaronis, (2011). 
Chen, Chen and Lien, 
(2020), Amba, (2014), 
Williamson, (1988). 

2 Corporate 
Governance in 
Models of 
Contracts 
between 
Principals & 
Agents 

Brudney, (1985), 
Renders and 
Gaeremynck, (2012), 
Ward and Filatotchev, 
(2010), Aras, Crowther 
and Capaldi, (2008), 
Styhre, (2016). 

3 Corporate 
Governance in 
Cognitive Models 

Thibeault Irina, Prichina 
Olga and Gorelova 
Galina, (2015), 
Nassreddine and 
Jarboui, (2014), Wirtz, 
(2011). Nassreddine and 
Anis (2012). 

4 Corporate 
Governance in 
Decision Making 

Cutting and Kouzmin, 
(2002), Maharaj, (2009), 
Useem, (2003), Alles and 
Piechocki, (2012), 
Bainbridge, (2002). 

5 Good Corporate 
Governance 

Aluchna, (2009), 
Rodriguez-Fernandez, 
(2016), Adebayo, 
Ibrahim, Yusuf and 
Omah, (2014), Shank, 
Paul Hill and Stang, 
(2013), Cornelius, 
(2005). 

Authors’ Compilations (2025) 
  
Authors emphasize various aspects of corporate 
governance, focusing on key components such as a 
government financial model, governance model 
regulating contracts (normative), and cognitive model of 
government. Some scholars also highlight decision-
making processes incorporating good practices. Andrés-
Alonso and Santamaría-Mariscal (2010), suggest that 
governance mechanisms should discipline managers, 
mitigate agency conflicts, and foster structures that 
encourage learning. Such mechanisms should also 
inspire managers to conceptualize, recognize, and create 
novel investment opportunities. Paz-Ares (2004) 
differentiates corporate governance based on whether it 
is externally imposed or voluntarily adopted. The study 
categorizes it as external or institutional corporate 
governance, enforced through a country's legal 
framework, and internal or contractual corporate 
governance, voluntarily embraced by firms. Similarly, 
Allayannis, Lel, and Miller (2012) distinguish between 
corporate governance at the national and organizational 

levels in their study on foreign exchange derivatives. 
Pintea and Fulop, 2015), opined that the fundamental 
objective of good governance is to enhance company 
value while ensuring fair participation. Good governance 
practices protect and fairly compensate shareholders, 
ensure workers receive due rewards, and provide 
customers with superior products at competitive prices 
(Aluchna, 2009). Suppliers are adequately remunerated 
and assured of timely payments, while creditors are 
guaranteed repayment and fair compensation. 
Additionally, companies bear a broader responsibility to 
society, including tax compliance. 
  
Unarguably, there is no universally accepted definition of 
corporate governance that captures its fundamental 
attributes, leading to some debate (Windsor, 2009). 
However, the conventional understanding aligns with the 
Organization for Economic Cooperation and 
Development (OECD 1999), which defines corporate 
governance as the system through which corporations 
are directed and controlled (OECD, 2016). Depending on 
the perspective from which corporate governance is 
defined, its meaning may vary. From the perspective of 
shareholders’ interest, it is primarily seen as safeguarding 
shareholders' interests (García, 2014). Rather than a 
strict definition, scholars explain corporate governance 
through managerial, ethical, legal, regulatory, structural, 
and behavioral interactions. Its form, whether 
shareholder- or stakeholder-focused depends on the 
perspective adopted, influencing implementation and 
adherence mechanisms. Jovanović & Grujić, (2016) 
noted that corporate governance is not static but evolves 
over time. 
  
Code of Conduct for Good Corporate Governance  
  
It is essential to recognize that the concept of corporate 
governance is rooted in business ethics. Business ethics 
pertains to the application of ethical principles within the 
organizational domain, encompassing human quality, 
individual excellence, and the actions of people within the 
scope of their professional roles (Jalil, Azam & Rahman, 
2010). Ethical business practices are integrated into 
codes of ethics, which establish a comprehensive set of 
values structured within a system or framework designed 
to benefit the company as a whole. Consequently, 
corporate governance, situated within the sphere of 
business ethics, is defined as the system through which 
companies are directed and controlled (Cadbury 1992), 
and is incorporated into what are referred to as codes of 
good governance. 
  
In this regard, the fundamental purpose of good 
governance codes is to protect shareholders from the 
influence of managers (Mrabure & Abhulimhen-Iyoha, 
2020; Duh, 2017) while also ensuring that effective 
oversight is maintained by the former over the latter, 
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thereby mitigating agency problems inherent in their 
relationship (Aguilera & Cuervo‐Cazurra, 2009). Within 
this framework, agency theory examines the dynamics 
between shareholders and managers, highlighting the 
conflicts of interest that may arise between them. 
Presently, in the world of business organizations, multiple 
control mechanisms exist, both external (including the 
market for goods and services, capital market, 
managerial labor market, and corporate control market) 
and internal (such as the board of directors, 
compensation contract design, general meeting of 
shareholders, and financial structure). The overarching 
goal of these mechanisms is to minimize agency 
problems, such as the tendency of managers to act 
opportunistically or pursue self-serving financial gains. 
Nevertheless, to align the common objectives between 
shareholders (principals) and managers (agents), the role 
of the board of directors emerges as a crucial entity 
within the internal mechanisms employed by companies 
to oversee their executives (Dalton, Daily, Ellstrand, and 
Johnson, 1998).  Zhang, (2024) document that the level 
of corporate governance culture is shaped by various 
board-related characteristics. Higher corporate 
governance culture aligns with fewer agency problems 
between shareholders and company executives, thereby 
minimizing conflicts of interest. Indeed, agency problems 
within a company can be reduced in multiple ways. First, 
by regulating internal control mechanisms, particularly 
those associated with board composition (Baek, 2009), 
and second, by enhancing organizational transparency 
through the issuance of financial-accounting information 
that more accurately reflects reality (Fernández-
Rodríguez, Gómez-Ansón, & Cuervo García, 2008). 
  
The issuance of corporate governance codes by different 
countries enhances corporate governance culture within 
companies (Zattoni & Coumo, 2008), leading to improved 
business performance (Alix Valenti, Luce, & Mayfield, 
2011). This is facilitated through the "comply or explain" 
approach, which establishes guidelines that encourage 
the disclosure of more comprehensive and higher-quality 
information for all stakeholders involved (Van den 
Berghe, 2002; Monks & Minow, 2004). Achieving better 
business outcomes on the one hand, and providing 
financial information that truly represents the company’s 
reality on the other contributes to the goal of value 
creation. The ethical standards and regulatory provisions 
outlined in corporate governance reports play a crucial 
role in preventing conflicts between managers and 
company owners. Such conflicts, known as agency 
conflicts, were initially conceptualized within agency 
theory by Jensen and Meckling (1976) and subsequently 
expanded by Tosi and Gomez-Mejia (1994). Agency 
theory remains the most widely applied framework for 
explaining the relationships between a company and its 
various stakeholders (Hermalin & Weisbach, 2000), 

surpassing other existing theoretical perspectives 
(Jensen & Meckling, 1976; Eisenhardt, 1989). 
  
Corporate governance is implemented through specific 
codes established by individual countries. However, 
despite efforts, a universally applicable international code 
has yet to be developed, as no single framework has 
been sufficiently comprehensive to accommodate the 
diverse corporate governance policies across different 
cultural and regulatory environments. 
  
Corporate Governance Principles 
  
Since 1999, the OECD has issued its Principles of 
Corporate Governance (OECD, 2004). The principles 
have served as fundamental reference materials for 
policy makers, investors, corporations, and various 
stakeholders worldwide. Moreover, they have expanded 
corporate governance agenda while offering a 
specialized framework that guides best practices, 
ensuring effective implementation. The principles can be 
adapted to align with the distinct circumstances of each 
country, whether a member or non-member of the OECD, 
or any specific region. In addition, the principles support 
legislative and regulatory initiatives in both OECD-
affiliated and non-affiliated nations. The principles can be 
concisely summarized by the following key postulates. 
  

1. Safeguard the rights of shareholders while 
guaranteeing fair and just treatment for all, 
including minority and foreign investors. 

2. Provide all shareholders with the opportunity to 
seek and receive appropriate compensation for 
any damages arising from the infringement of 
their rights.  

3. Acknowledge the rights of relevant third parties 
and encourage proactive collaboration between 
stakeholders and corporations in fostering wealth 
creation, job opportunities, and the sustainability 
of financial enterprises.  

4. Ensure that shareholders receive timely and 
sufficient information regarding all crucial aspects 
of the company, including its financial condition, 
performance, shareholding structure, and 
governance.  

5. Establish a clear strategic direction for the 
company, ensuring effective oversight of 
management by the Board of Directors, and 
reinforce its obligations towards shareholders. 

  
Overall, the primary objective is to enhance investor 
protection, particularly in nations where legal protection 
are relatively weaker. Şahin, (2015) opined those 
countries that operate within the common law or Anglo-
Saxon legal framework (common law nations) provide 
stronger legal protection for investors compared to 
countries following a civil law tradition (code law nations) 
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like Nigeria. Consequently, countries with a civil law 
tradition incorporate a larger number of corporate 
governance measures than their common law 
counterparts (Zattoni & Cuomo, 2008). However, 
corporate governance codes tend to focus on expanding 
investor protection to a greater extent than the earlier 
codes. 
  
Fundamental Theories of Corporate Governance 
  
Agency Theory 
  
In 1776, Adam Smith identified the agency problem, 
emphasizing that managers entrusted with other people’s 
finances do not exercise the same level of care as the 
actual owners. This foundational concept was further 
developed in 1932 by Berle and Means, who highlighted 
the separation between ownership and control within 
corporations, highlighting its implications such as 
investment diversification and low ownership 
concentration. They also recognized the inherent conflicts 
of interest among directors, managers, and proprietary 
investors. Jensen and Meckling (1976) later 
conceptualized the agency relationship, asserting that 
principals could minimize divergences from their interests 
by implementing appropriate incentives for agents. 
Agency-related challenges are addressed through 
structured decision-making systems that distinguish 
between managerial execution and oversight functions at 
every level of an organization (Fama & Jensen, 1983). 
The theory incorporates key aspects such as information 
asymmetry, adverse selection, and moral hazard, which 
encompass both pre-contractual and post-contractual 
opportunism (Van-Slyke, 2006). Due to its explanatory 
power, agency theory remains the dominant framework in 
corporate governance research, with its application 
steadily increasing over time (Huang & Ho, 2011). 
Agency theory remains a fundamental lens for examining 
corporate governance phenomena, particularly in 
addressing conflicts between external investors and 
managers, as well as the expropriation of minority 
shareholders by controlling shareholders (Eisenhardt, 
1989). The theory’s enduring contributions include its 
insights into risk, incentive structures, and the role of 
information systems in mitigating agency costs. As 
corporate governance research evolves, agency theory 
persists as the most extensively applied framework, 
offering a structured approach to understanding the 
complexities of managerial decision-making, firm 
ownership, and stakeholder relations (Tricker, 2009). 
  
Resource Dependency Theory 
  
In expressing corporate governance, the resource 
dependency theory has also been utilized in several 
academic studies (Pfeffer & Salancik, 1978). This theory 
perceives organizations as being interdependent with the 

environment in which they function. To sustain their 
existence, organizations must rely on the resources and 
information made available by other firms and the agents 
operating within their contextual framework. Under such 
conditions, organizations engage in competition with 
other entities that also seek to access and utilize those 
same limited resources. This theoretical perspective is 
restricted to examining the link between stakeholders 
such as business partners, professional managers, the 
governing board, and the external environment. Although 
this theory identifies key elements of corporate 
governance, it did not account for other significant 
interest groups, to include customers, employees, 
business associations, and suppliers, among others. 
These various groups can influence the realization of the 
organization's objectives, thereby impacting overall 
business success.  
  
  
Shareholder Theory 
  
Friedman (1962), in his book Capitalism and Freedom, 
asserts that the sole social responsibility of companies is 
to utilize its resources in ways that foster profit 
generation, provided they operate within the principles of 
free enterprise. According to this perspective, companies 
are not bound by moral obligations or social 
responsibilities to any stakeholders other than its 
shareholders, as their primary objective is to maximize 
profits exclusively for them. Within the shareholder 
approach, shareholders are regarded as the sole 
beneficiaries entitled to the income generated by the 
company. Consequently, the measurement of created 
value is based on the returns they receive. This 
perspective underscores that corporate governance is 
fundamentally structured around the interaction between 
shareholders and managers, who oversee and regulate 
the process of value creation. Additionally, it emphasizes 
that only shareholders' interests are prioritized, with 
management’s principal aim being the maximization of 
shareholder value. 
  
Stakeholders Theory 
  
The foundation of stakeholder theory is attributed to 
Edward Freeman (1984), who asserts that an 
organization must be structured in a way that considers 
the interests of various stakeholders, including 
employees, clients, suppliers, and creditors, while 
ensuring alignment with the ethical principles that 
underpin the organization. However, capitalism, which 
serves as the backdrop for this theory, faces criticism 
from Mansell (2013), who contends that stakeholder 
theory weakens the fundamental principles of the market 
economy by introducing the notion of a social contract 
within the organization. The legitimacy of claims on the 
organization is established through the existence of an 
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exchange relationship, where stakeholders encompass 
shareholders, creditors, managers, employees, 
customers, suppliers, local communities, and the broader 
public (Hill & Jones, 1992).  
  
Broadly speaking, stakeholders are defined as any group 
or individual capable of influencing or being influenced by 
the achievement of a company's objectives (Freeman, 
1984). The stakeholder approach asserts that all 
contributors to value creation are entitled to a share in the 
added value generated along the value chain (Tantalo & 
Priem, 2016). This perspective suggests that corporate 
governance is structured to ensure that the remuneration 
of all participants is managed and safeguarded, with due 
consideration given to their opportunity cost. The 
interests of all stakeholders affected by corporate 
decisions and actions, as well as their role in corporate 
governance, are taken into account. In this sense, the 
company is viewed as a network of contractual 
relationships involving diverse stakeholders (Aoki, 1991). 
Within the stakeholder framework, corporate governance 
is shaped by the dynamic interactions among the various 
agents involved in the governance system. As highlighted 
by OECD, (2004), these relationships are governed partly 
by legal and regulatory frameworks, yet depend on 
voluntary adaptation and, more significantly, on market 
forces that influence corporate behavior and decision-
making. 
  
Knowledge-Based Theory 
  
The process of generating value through investment 
opportunities remains largely uncharted, necessitating a 
theoretical foundation rooted in corporate knowledge. 
Within this framework, value creation is driven by a firm's 
identity and competencies, which function as a unified 
entity (Teece et al., 1994). A distinctive feature of this 
approach is the firm’s ability to generate and apply 
knowledge, ensuring both long-term profitability and 
dynamic efficiency. The knowledge-based theories that 
underpin this framework include three primary 
perspectives. First, the behavioral perspective, (Cyert & 
March 1963), who conceptualizes the firm as a political 
coalition and a cognitive institution that evolves through 
organizational learning. Second, the neo-Schumpeterian 
evolutionary economic theory, developed by Nelson and 
Winter (1982), who portrays the firm as a cohesive 
system integrating productive knowledge and 
organizational routines, arguing that competition is driven 
by innovation rather than pre-existing investment choices. 
This theory contends that investment opportunities are 
dynamically shaped by learning and accumulated 
knowledge. Third, the resource-based view (RBV), 
influenced by Penrose’s (1959) theory of firm growth, 
positions the firm as a repository of resources shaped by 
managerial vision and experiential learning. Sustainable 
growth, according to this view, is contingent on a firm’s 

capacity for knowledge accumulation and learning 
specificity, giving rise to extensive research on the 
knowledge-based theory of the firm. 
  
From this perspective, the firm functions as a knowledge 
processor and repository, manifesting in various ways: 
shaping business activities through managerial foresight, 
fostering knowledge creation as a foundation for 
innovation and investment, safeguarding its knowledge 
base, coordinating productive activities through 
knowledge utilization and dissemination, and resolving 
both interest-based and knowledge-related disputes 
(Hodgson, 1998). This necessitates a reassessment of 
corporate governance, which should focus on identifying 
and executing profitable investments within a dynamic 
efficiency framework. Demsetz, (1969) posits that 
efficiency requires balancing three objectives: enabling 
broad experimentation, directing investments toward 
promising opportunities, and ensuring the widespread 
application of acquired knowledge. The knowledge-based 
perspective also challenges the conventional financial 
interpretation of corporate governance, which traditionally 
views the firm-investor relationship as purely capital-
based. Aoki, (1991) document that in venture capital 
models, investor expertise in project selection outweighs 
their financial contributions. However, corporate 
governance models emphasizing control and incentive 
mechanisms often neglect the cognitive dimension of 
organizational capital formation. O’Sullivan (2001), 
alongside Aoki’s broader research, advances a more 
holistic corporate governance framework integrating 
disciplinary and cognitive dimensions, paving the way for 
a more critical understanding of value creation through 
corporate knowledge. 
  
Stewardship Theory  
  
Stewardship theory, as articulated by Donaldson (2008), 
posits that no inherent conflict of interest exists between 
owners and managers, emphasizing an organizational 
structure that enhances coordination and efficiency. 
Rejecting the notion of managers as opportunistic agents, 
this theory views managers as competent professionals 
acting in the best interest of the organization (Donaldson 
& Davis, 1991). Stewardship Theory asserts that 
managers, when granted autonomy, will responsibly 
manage corporate assets, fostering long-term relational 
reciprocity through trust, reputation, and shared 
objectives (Hilb, 2005; Van Slyke, 2006). It assumes that 
managerial interests naturally align with those of 
shareholders, reducing the necessity for financial 
incentives to mitigate conflicts (Donaldson, 2008). While 
directors must recognize key stakeholders' interests, their 
primary legal duty remains to shareholders, with market 
forces, legal frameworks, and regulatory controls serving 
as mechanisms to resolve conflicts of interest (Tricker, 
2009). 
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In response to the limitations of agency theory, 
Stewardship theory emerged in the early 1990s, offering 
a psycho-sociological perspective on corporate 
governance (Donaldson & Davis, 1991; Davis, 
Schoorman, & Donaldson, 1997). It portrays managers 
as stewards committed to the organization’s success, 
aligning their personal ambitions with collective goals. 
However, its primary limitation lies in its narrow focus on 
the owner-manager relationship, overlooking other 
stakeholders’ influence (Davis, Schoorman, & Donaldson, 
1997).  
  
Financial Accountability 
  
Financial accountability is a multifaceted concept that 
occupies a central position in public finance, corporate 
governance, and development discourse, denoting the 
obligation of individuals or institutions entrusted with 
financial resources to demonstrate, document, and justify 
the use of such resources in accordance with agreed 
rules and standards. Scholars have approached the 
definition of financial accountability from various 
perspectives, underscoring its normative, procedural, and 
institutional dimensions. For instance, Agyemang et al. 
(2017) describe financial accountability as the 
mechanisms, processes, and institutions through which 
financial actors are held responsible for fiscal decisions 
and actions. Bovens and Schillemans (2017) 
conceptualize financial accountability as a relational 
process involving the duty of account-holders to explain 
and justify their fiscal conduct to account-givers, who may 
impose sanctions or confer rewards. Similarly, Ohemeng 
and Grant (2018) emphasize that financial accountability 
goes beyond the technical dimension of bookkeeping to 
encompass transparency, answerability, and 
enforceability in the use of financial resources.  
  
This view aligns with the argument of Alon and Hageman 
(2020), who posit that financial accountability involves not 
only compliance with financial regulations but also the 
demonstration of stewardship, value-for-money, and 
integrity in financial management. Financial accountability 
serves both as a control mechanism to prevent fiscal 
mismanagement and as a catalyst for improving 
organizational performance and trust (Peters, 2018). In 
development contexts, financial accountability is seen as 
a pillar of good governance and an enabler of fiscal 
discipline, particularly in fragile states where institutional 
weaknesses undermine effective public finance 
management (Kariuki & Raga, 2020). Theoretical 
literature distinguishes between ex-ante and ex-post 
financial accountability, where the former relates to pre-
decision checks such as budget approval processes, and 
the latter concerns post-decision evaluations such as 
audits and financial reporting (Adegbite, 2017). 
Additionally, several authors highlight the link between 

financial accountability and broader constructs like ethical 
leadership, transparency, and stakeholder trust, 
emphasizing that its efficacy depends on institutional 
context, legal framework, and cultural norms within which 
it is practiced (Uzochukwu, 2019; Agbo & Nweke, 2021). 
Thus, the conceptual discourse on financial accountability 
has evolved from a narrow focus on financial reporting to 
an expansive construct that integrates normative 
expectations, institutional frameworks, and relational 
dynamics between stewards and stakeholders in financial 
governance. 
  
Corporate Governance and Financial Accountability  
  
Corporate governance and accountability are deeply 
intertwined concepts that have garnered significant 
attention in academic discourse and corporate practice. 
Accountability, a fundamental pillar of effective 
governance, ensures that corporate actors, particularly 
management, are held responsible for their decisions and 
actions in alignment with stakeholders' interests. The 
essence of corporate governance lies in establishing 
structures and mechanisms that enhance transparency, 
promote ethical decision-making, and foster a culture of 
responsibility among corporate leaders (Aguilera & 
Crespi-Cladera, 2016). As firms operate in an 
increasingly complex and competitive business 
environment, the role of corporate governance in 
reinforcing accountability has become a critical area of 
research and debate. Scholarly literature consistently 
emphasizes that robust governance frameworks mitigate 
agency problems by reducing information asymmetry and 
ensuring that managers act in shareholders' best 
interests (Jensen & Meckling, 1976). The agency theory 
posits that conflicts arise between principals 
(shareholders) and agents (managers) due to divergent 
incentives and asymmetrical information access. In this 
context, effective corporate governance mechanisms 
serve as instrumental tools in enhancing accountability 
and preventing opportunistic behavior by executives 
(Shleifer & Vishny, 1997). 
  
Further, stakeholder theory extends the discussion 
beyond the traditional shareholder-manager dynamic, 
arguing that firms must be accountable not only to 
investors but also to a broader range of stakeholders, 
including employees, customers, suppliers, and the wider 
community (Freeman, 1984). This perspective 
underscores the moral and social responsibilities of firms, 
advocating for governance practices that uphold ethical 
conduct, social responsibility, and sustainability. In this 
regard, corporate governance is not merely a compliance 
mechanism but a strategic approach to fostering long-
term trust and legitimacy in the business ecosystem. The 
literature also highlights the role of external governance 
forces in reinforcing corporate accountability. Regulatory 
frameworks, corporate governance codes, and financial 
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reporting standards have been instrumental in ensuring 
that firms adhere to principles of transparency and 
integrity (Brown, Beekes, & Verhoeven, 2011). Countries 
with strong legal institutions and enforcement 
mechanisms tend to exhibit higher levels of corporate 
accountability, as stringent oversight discourages 
fraudulent practices and financial misstatements (La 
Porta, Lopez-de-Silanes, & Shleifer, 1999). Conversely, 
weak governance structures, particularly in emerging 
economies, often contribute to corporate scandals, 
financial misreporting, and unethical managerial conduct. 
  
Moreso, empirical evidence suggests that governance 
practices such as audit committee effectiveness, board 
diversity, and CEO duality influence the degree of 
corporate accountability. Independent audit committees 
play a crucial role in monitoring financial reporting, 
ensuring that corporate disclosures are accurate and 
reliable (Abbott, Parker, & Peters, 2004). Similarly, board 
diversity comprising gender, expertise, and international 
experience has been linked to improved accountability as 
it enhances board deliberations and oversight (Adams & 
Ferreira, 2009). However, the concentration of power in a 
single individual, as seen in firms where the CEO also 
serves as the board chair, has been criticized for 
weakening accountability mechanisms, as it reduces the 
board’s ability to independently oversee management 
activities (Finkelstein & D’Aveni, 1994). 
  
Beyond regulatory and structural factors, corporate 
culture and ethical leadership significantly influence 
accountability within firms. Scholars argue that 
governance is not solely about formal controls and 
compliance but also about fostering an ethical corporate 
culture where integrity, fairness, and responsibility are 
embedded in decision-making processes (Treviño, 
Weaver, & Reynolds, 2006). Companies that prioritize 
ethical leadership and corporate citizenship are more 
likely to establish a culture of accountability, thereby 
reducing the risk of corporate misconduct and 
reputational damage. From a global perspective, 
corporate governance reforms have been shaped by 
high-profile corporate scandals, such as the collapses of 
Enron and WorldCom, which underscored the 
catastrophic consequences of weak accountability 
structures. These incidents led to the introduction of 
stringent governance regulations, such as the Sarbanes-
Oxley Act (2002) in the United States, which mandated 
stricter financial reporting and internal controls (Coates, 
2007). Similarly, the Cadbury Report (1992) in the UK 
and subsequent corporate governance codes across 
various jurisdictions have reinforced the necessity of 
accountability-driven governance practices. 
  
 
 
 

Conclusion 
  
Corporate governance plays a fundamental role in 
fostering accountability by ensuring that corporate actors, 
particularly managers, are held responsible for their 
decisions and actions. Agency theory underscores the 
importance of governance mechanisms such as board 
independence, financial disclosure, and regulatory 
oversight in mitigating conflicts of interest between 
shareholders and managers, thereby reducing agency 
costs and enhancing transparency. Additionally, 
stakeholder theory expands the concept of accountability 
beyond shareholders to include employees, customers, 
and society at large, advocating for ethical governance 
practices that promote long-term sustainability. Corporate 
governance reforms worldwide have been shaped by 
major corporate scandals, prompting stricter regulations 
like the Sarbanes-Oxley Act in the U.S. and corporate 
governance codes in various countries. Strong legal 
institutions and enforcement mechanisms contribute to 
higher levels of corporate accountability, whereas weak 
governance structures increase the risk of fraud and 
financial misreporting. Literature highlights that factor 
such as audit committee effectiveness, board diversity, 
and CEO duality significantly influence corporate 
accountability, with independent oversight bodies 
strengthening financial reporting integrity while excessive 
managerial power weakens accountability structures. 
Beyond regulatory compliance, corporate culture and 
ethical leadership play a crucial role in embedding 
accountability into organizational decision-making 
processes. As governance frameworks evolve in 
response to technological advancements and global 
economic changes, maintaining accountability remains 
essential for corporate integrity, stakeholder trust, and 
long-term business. 
  
Recommendations 
  
Based on the findings of the literature reviewed, several 
key recommendations can be made to strengthen 
corporate governance and improve financial 
accountability in Nigeria: 
  
1. Strengthen Regulatory Frameworks and 

Enforcement 
There is a consensus in the literature that while 
Nigeria has made significant efforts in developing 
corporate governance codes (e.g., the SEC Code of 
Corporate Governance and the Nigerian Code of 
Corporate Governance 2018), enforcement remains 
weak. It is recommended that: 
a) Regulatory bodies such as the SEC, CBN, and 

FRCN enhance their supervisory capacities and 
ensure strict enforcement of existing laws. 
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b) Penalties for non-compliance should be 
effectively applied to deter malpractice and 
encourage corporate discipline. 

  
2. Enhance Board Independence and Competence 

Studies show that board independence, diversity, and 
competence are critical to ensuring transparency and 
accountability. 
a) Companies should adopt best practices by 

including a higher proportion of independent non-
executive directors. 

b) Board members should be selected based on 
merit, with emphasis on relevant industry 
experience, financial literacy, and ethical 
standing. 

c) Continuous professional development for board 
members should be institutionalized. 

  
3. Promote Ethical Corporate Culture and 

Transparency 
Literature points to the erosion of ethical standards in 
corporate governance practices across many 
Nigerian firms. 
a) Firms should adopt and implement clear ethical 

codes and whistleblower policies to foster 
integrity. 

b) Greater transparency in financial reporting, 
including timely disclosures and compliance with 
International Financial Reporting Standards 
(IFRS), should be mandated. 
  

4. Improve Stakeholder Engagement and 
Accountability 
Traditional shareholder-centric governance models 
are inadequate in the Nigerian context. There is a 
growing call for stakeholder-inclusive governance. 
a). Companies should engage stakeholders beyond 
shareholders, including employees, communities, 
and regulators, in corporate decision-making. 
b). Clear mechanisms for stakeholder feedback and 
redress should be established. 

  
5. Build Institutional Capacity and Corporate 

Governance Literacy 
The literature emphasizes the need for capacity-
building within institutions and among corporate 
leaders. 
a). Government and non-governmental organizations 
should invest in corporate governance education and 
awareness campaigns. 
b). Institutions such as the Institute of Directors (IoD), 
professional accounting bodies, and business 
schools should offer targeted training on corporate 
governance best practices. 
 
 

      

6. Leverage Technology for Transparency 
Emerging literature suggests that technology can 
enhance governance and accountability through 
automation, data analytics, and digital reporting. 
a). Firms should adopt Enterprise Resource Planning 
(ERP) systems and digital audit trails to improve the 
accuracy of financial data. 
b). Regulatory agencies should also leverage data-
driven supervision tools. 

     
7. Encourage Political Will and Reduce Corruption 

One of the recurring challenges highlighted in the 
literature is the pervasive influence of political 
patronage and corruption. 
a). There is a need for stronger political will to 
insulate corporate regulatory bodies from political 
interference. 
b). Anti-corruption agencies should be 
empowered and incentivized to pursue corporate 
malfeasance independently and effectively. 

 
The effectiveness of corporate governance in ensuring 
financial accountability in Nigeria is highly dependent on 
a combination of institutional reforms, enforcement 
mechanisms, ethical leadership, and stakeholder 
commitment. As Nigeria continues to attract foreign 
investment and strengthen its financial markets, these 
recommendations must be integrated into policy and 
corporate strategy to foster a sustainable and transparent 
business environment. 
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