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Small, and Medium Enterprises

Module 3

-Leadership and Company Culture-



About this Series

This series has been designed to offer step by step guidance to SMEs on how they can take a
pragmatic approach to governance, as a means of strengthening their businesses over the
long term.

This series consists of four structured modules providing a comprehensive overview of
corporate governance tailored for SMEs, emphasising both foundational principles and
practical application.

Each module builds on the previous one to provide participants with the knowledge and tools
needed to implement effective governance frameworks that support sustainable growth,
resilience, and long-term success.

This module will introduce the critical role of leadership and company culture for early
governance frameworks. 



What does Corporate Governance 
mean for MSMEs?

Corporate governance in MSMEs refers to the systems, values, and
practices that guide how an MSME is managed, how decisions are
made, and how the business maintains accountability,
transparency, and long-term viability — even if it’s a small team or
family-run business.

It’s about building a culture of good decision-making and
integrity, not bureaucracy.

At its core, corporate governance is about balancing the interests
of a company’s many stakeholders — including shareholders,
management, employees, customers, suppliers, financiers,
government, and the community.

 It defines how decisions are made, who has authority, and how
accountability and transparency are maintained within an
organization.



What are the 2 most critical starting points for
embedding good governance long term?

Leadership

Leadership plays a central role in creating and
sustaining an accountable governance culture in any
organization, especially in MSMEs where the founder
or management team sets the tone for the entire
business. Without strong leadership commitment,
governance practices remain superficial or
inconsistent.

Company Culture

Company culture is the shared values, beliefs,
behaviors, and practices that define how people
interact, make decisions, and work together in an
organization. It’s essentially “how things get done here”
— the atmosphere, norms, and attitudes that shape
employees’ experience and the company’s identity.
For MSMEs, a strong culture can be a competitive
advantage, improving engagement, productivity, and
retention even with limited resources.



Why is Leadership and Company 
Culture so Important?

Because MSMEs are smaller, the structure is usually lean:
Owner / Founder – often serves as CEO and main decision-
maker.
Advisory Board – external mentors or experts providing
guidance (not formal directors).
Management Team – department or functional leads (finance,
operations, marketing).
Auditor / Accountant – ensures financial integrity and
compliance.

Corporate governance in MSMEs is about embedding discipline,
ethics, and clarity into how the business operates — without
adding unnecessary complexity.

While corporate governance for large corporations is typically
formal, regulated, and board-driven, governance in MSMEs is
more flexible, people-centered, and growth-oriented.



What is the Role of Leadership in Good Governance?

Role Modeling Accountability
Leaders demonstrate the behaviors
they expect from employees.
They take responsibility for
decisions, admit mistakes, and act
transparently.

Example: A founder openly reviews financial
reports with the team and accepts
constructive feedback.

Setting Clear Expectations
Leaders define roles,
responsibilities, and decision-making
authority.
They ensure employees know what is
expected of them and how their
performance will be evaluated.

Example: Assigning clear ownership of
budgets, projects, or client accounts.

Establishing Systems and Processes
Leaders design and implement
policies, procedures, and checks
that support governance.
This includes financial controls,
reporting routines, risk management,
and ethical guidelines.

Example: Introducing approval workflows for
expenses or contracts to prevent errors or
misuse.

 Promoting Ethical Behavior
Leaders embed values and ethics
into the company culture.
They reward ethical behavior and
address violations consistently.

Example: Recognizing employees who
act responsibly with customer issues or
supplier negotiations.

Supporting Continuous Improvement
Leaders encourage regular review
and learning from governance
processes.
They adapt systems as the business
grows, ensuring accountability
scales with operations.

Example: Conducting quarterly
governance reviews and updating
policies based on lessons learned.

Creating a Culture of Ownership
Leadership ensures that
accountability is shared across the
organization, not just top-down.
Employees feel empowered to make
decisions while respecting the
governance framework.

Example: Project teams are responsible
for outcomes, with clear metrics and
reporting.



How to Build Strong Company Culture for Good
Governance?

Define Your Values and Vision
Identify the principles and
behaviors you want to guide your
team.
Make sure they align with the
company’s purpose and strategy.

Example: “We value transparency,
collaboration, and continuous learning.”

Hire for Cultural Fit
Recruit employees whose values
and work style align with the
desired culture.
Use interviews and practical
assessments to gauge alignment.

Communicate and Reinforce
Values

Share values, vision, and
expectations regularly.
Use meetings, onboarding, internal
communications, and visible
practices to reinforce them.

Recognize and Reward Desired
Behaviors

Celebrate actions that reflect
company values.
Recognition can be formal (awards,
bonuses) or informal (public praise,
thank-you notes).

Create Policies and Practices That
Support Culture

HR policies, workflows, and
decision-making processes should
embody the values.
Example: Flexible work
arrangements reinforce trust and
employee autonomy.

Encourage Feedback and Adapt
Culture evolves with the team —
encourage open feedback, surveys,
and discussions.
Adjust practices and leadership
approaches to keep culture healthy
and relevant.



Key Takeaways

Leadership

Leadership sets the tone, models behaviors, and
ensures systems are in place — without it,
accountability cannot take root. In MSMEs, the
founder’s leadership often directly determines
whether governance becomes a living culture or
remains a checkbox exercise.

Company Culture

Workplace culture is the living identity of a
business, reflected in how employees act and
interact.
Culture must be intentional, aligned with business
purpose, and modeled by leadership.
For MSMEs, building culture early can boost
retention, productivity, and growth, creating a
foundation for long-term success.



Thank you


