


















































































































































































































organizationa l structures and a more diverse workforce possess mg various levels and areas of 

expertise.62 2 Private limited companies are of particular importance in cou ntry like Ethiopia with less 

developed capita l markets. Therefore, it is necessary to put a comprehensive lega l fTamework 

concerning the governance of private limited compan ies and making private limited company to be 

run by board is not a choice rather it is a necessity. Good corporate governance for private limited 

compan ies is not on ly concerned primarily with having a board of directors and the relationship 

between a company 's board of directors and the company's shareholders (as with publici share 

companies) rather it is more about establish ing a fi"amework of company processes and attitudes that 

wi ll add value to the bus iness and the nationa l economy, help build its reputation and ensure its long-

.. d 623 term contlllUlty an success. 

Good governance can playa cruc ial role in gaining the respect of key external stakeholders such as 

actua l and potential financ iers, employees, custo mers, and local communities624 Good governance 

effect ive ly provides a license to operate, since it offers externa l stakeho lders assurance that the 

co mpany is being run in an appropriate and responsib le manner, w ith du e regard for the interests of 

non-ins iders.62
' Eve n if the private limited co mpany is not breaking any formal laws, it may be 

operationa lly affected by the negative perception of employees, co nsumers and other stakeholders 626 

The implementation of a robust governance fi'amework is the main means by wh ich such significant 

reputational risks can be mitigated. 

The fact that international companies, attracted by the promise of fast-growing emergmg and 

transition markets, are increasin g ly pursuing growth in these markets, makes improved co rporate 

governance of non-listed/private limited co mpanies a priority627 A corporate governance fi'amework 

must allow co mpanies to idea lly match their legal status with their organizational needs, giving them 

the 0PPoltunity to grow and develop in the context of a highly co mpetitive business env ironment. 628 

Thus, to achieve these, implement ing a full-bodied governance framework; having board of directors 

than managers is at the stage of necess ity than a choice to Ethiopian private limited companies. 

Today these compa nies, even if cover majority of the country's business enterprise (companies), 

(97%), the majority are not that much at the status of va lue adding to the eco nomic deve lopment of the 

country. Because they are participating or conducting a business of importing; not manufacturing 

6 22 Ibid 
623 Corbett a, G. and Tomasell i, S., "Boards of Directors in Italian Family Business", Family Busi ness Review. vol. 9 No.4, 
1996, p. 403. 
624 Beau'ix Dekoster (ed . ), Supra note 6, p. 8 
625 Ibid 
626 Ibid 
627 Fianna Jcsover, Beatr'ix Dekostcr (Ed.), Supra not 622 
628 Nick Wilson, Family Business Surviva l and the Role of Boards, Leeds Uni versity Business School, (March 2013), p. 13 
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and/or exporting and in the h istory of development of mankind there is no country that developed 

based on impOlt based econo my. At this time, hav ing Export lead o r based economy and competing in 

the internat iona l trade is the fas hion of eco nomic developme nt of the g lobe. To achieve these, making 

private limited co mpanies to be run by strategic and profess ional leaders than an individual manager is 

very s ign ificant in the market economy. The strateg ic and profess ional leaders as to the princip le of 

corporate governance are boards of d irecto rs not managers. 

Board of directors play a s ignificant ro le in the governance of PLC main ly adding value for 

shareho lders' interest,( as there is o ften no ready market for shares in private/ and s hareho lders are 

therefore committed to staying with the company for the medium to long term, which increases the ir 

dependence on good governance):'· ba lancing the interests of founder fami lies in family co mpanies 

with the success of the co mpany and Promoting the long-term success of the company and attracting 

external investme nt. 

One may think that a board of directors is reserved for large corporations w ith shareho lder investments 

to oversee and strat egic decisions to be made. The truth is that many small businesses ca n benefit from 

a boa rd of directors6
]O Not all small bus inesses have the ski lls they need to operate effectively 

espec ially if they 've exper ienced rapid growth. A board of directo rs can help by adding to and 

comp lement ing ski lls and industry expertise that you might not have in- house. A board can also help 

ensure you have the right processes in place to manage growth, foclis your strategy, and prepare to 

raise capita l. Therefo re, it is impoltant to formulate the most modern corpo rate governance rules for 

the pr ivate lim ited companies in Ethiop ia particu larly making BoD compulsory to the governance of 

such companies. Making private limited compan ies to have a governance board that should have an 

appropriate mix of skills and experience witho ut being too large ,which may render it difficult to 

manage and therefore less effective, is very vital to make PLC effect ive and valu e add to the cou ntry's 

growth. 

Currently around the globe, since private limited companies are regarded as the backbone of a robu st 

eco nomy, pol icy makers have beco me more and more aware that neglect ing the governance needs of 

these co mpanies w ill stunt productivity, growt h and job creation6
]1 The rapid pace of techno log ical 

cha nge and the decreas ing internationa l barriers to trade have not on ly created new strategic and 

organizational opportunities for compan ies, but have also made them more vulnerable to risks6l2 

Hence, in o rder to help private lim ited companies fu lly explo it the new opportunities and adjust more 

629 Casta ld i, R. and Wortman, M. S. 1. , "Boards of Directors in Small Corporations: An Un tapped Resource", American 
Journal of Small Business, vol. 9 No.2, ( 1984), p. 10. 
6)0 Jeroen Van den Heuvel, Board Roles in Small and Medium-Sized Family Businesses: Performance and imp0l1ance. 
Belgium: Limburg University (changed 10 Hassel! Univers ily), (2005), p. 4 
631 Fianna Jcsovcr, Beatrix Dekostcr (Ed.), supra note 62 1 
632 Ibid 
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eas ily to immediate uncertainty, policymakers should endeavo ur to dev ise the most efficie nt corporate 

governance framework as part of the ir lo ng-term strategy to foster investment, innovation and 

entrepreneurship. Although co rporate governance reforms in Eth iop ia is genera lly bad ly chosen fo r 

private lim ited company, a shift in focus from share companies/primarily fi nancial share companies/ to 

private limited co mpanies is arguab ly important in Ethiopia 's emerg ing and transition economy, 

where most o f the firms are PLCs and ownership and contro l are typically not completely severed. 

Thlls to ma ke private limited co mpanies in Ethiop ia to rlln by board of directo rs is a crea m of the crop 

thinking o f what the present and future bus iness environment see ms. 

Moreover, the presence of boa rd of d irec tors is very important to avo id the prob lem of co nflict o f 

interest or agency prob lem. The man ifestations of agency problems or con fli ct of interest are excess 

ma nagerial co mpensation, excess manageria l perks, empire building, pet projects (free cash flow 

prob lem), s lack ing, and misuse of co rporate resources. Even if, co nflict of interest is a feature of 

publ icly owned com panies, where share ownershi p is d ispersed amo ng a large number of shareho lders 

who do not directly manage the company, it a lso happens in private li mited co mpani es. Because, the 

very cause for conflict of interest is separat ion of ownership and contro l (separate legal 

ex istence/perso nality o f co mpanies from its creators/owners). The agency problem in the governance 

of private limited co mpanies ma inly arises when the shareho ld ers appo int externa l o r a non 

shareho ld er manager. So based on the corporate governance princ iples, the co nflict o f interest or 

agency problem avoid by having a board of directors for the governance o f the co mpany. Therefo re, 

having board directors (or making private limited companies to run by a governance board) to the 

pr ivate limited co mpanies could avo id the problem of co nfl ict o f interest. 

In conducting the study I have conducted an interv iew with d ifferent individua ls. In the in terview, 

what I have taken fro m T ilahun 1'eshome633
, he agrees with the compulso riness of board of d irectors to 

pri vate limited companies but co nditioned up on certain qualifications. What Professo r Tilahun 

Teshome has said is that a governance board o f directors be mandato ry to private limited co mpanies 

however it be base on either the capita l thresho ld of the co mpany, the type of the bus iness what the 

PLCs operate or base on the num ber of shareho lders to the co mpany. He says that practica lly most 

private limited compa nies have adviso ry board. Professo r Tilahun Tes home says the board of directors 

be a governance board not be an execut ive board and to do that the who le lega l framewo rk have to be 

changed. 

On top of th is, the corporate governance pract ices of Ethiopian private lim ited companies te ll us that 

as there are certain co mpanies which are governed by board of d irectors. In co llect ing data fo r the 

63) Til ahun Teshome, professor at Addis Ababa University. Faculty of' law, (conducted on December 1312013 E.C) 
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study I have fo und the following companies run by a governing board. For examp le, the MIDROC 

Ethiopia company website te lls us that as there are cel1a in groups of MIDROC company group that 

cou ld be governed by board of directors. All of the MIDROC companies, which p lus to the webs ite the 

data fi'om the ministry of trade shows that total about 84 are private limited companies. 

The website states that6l4 "The MIDROC Ethiopia Investment Group is organized with various 

modalities o/management. One set o/companies are organized under MIDROC Ethiopia Technology 

Group, Chief Executive Officer. The other set of companies are Otganized as totally independent 

entities, some having Boards o[Directors. where as a group have a Consultative Body represented by 

the Top Management of each of these companies. The Head Office of the MIDROC Ethiopia 

Investment Group serves also as the secretariat of this Consultative Body.. 

Andnet international pic is another private limited company that runs with a governance board of 

directors. The board of directors of Andnet international private limited company consists of five 

members. As I have found from the data and interview what I have conducted from documents and the 

company manager the main role of the governance board is supervision of the day to day activities of 

the company manager, designing strategic plans of the company, approve the finance of the company 

and etc. 

Different private li m ited companres in Ethiop ia have advisory boards. This comes j;-om the very 

prob lem of Ethiopian investors; having the money but not the knowledge about how to run and utilize 

it. They have the money but not the knowledge. Most of the owners of Ethiopian business entities do 

not have the appropriate knowledge about how to run their business professionally. That is why they 

are obliged to have adviso ry boards. When co mpany behaviour does not fulfil the expectations o f 

society, the company may suffer significant consequences. Even if the firm is not breaking any forma l 

laws, it may be operationa lly affected by the negative perception of employees and consumers. The 

implementation of a robust governance framework is the main means by which such significant 

reputational risks can be mitigated. One can perceive here is that these companies are even become 

elite minded than the policy makers about the importance or role of board of directors in the 

governance of private limited companies. It is a wakeup ca ll for the Eth iopian policy makers about the 

necessity of ha ving! making compu lsory board of directors in the governance of private li mited 

company. Thus it is necessary to fo rmulate a rule that could encourage shareholders (the business 

comm unity) of private li mited companies to make companies run by board of directors than on ly a 

manager or team of managers fo r the lo ng term success of co mpanies and deve lopment of the 

country's economy. 

634 http://\vww.midroc~ethiopia.com.et/jndex.html, (retrieve on 21 / 10/201 3) 
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CHA PTER FIVE 

CONCLUS ION AND RECOMMENDATIONS 

5.1. CONCLUSION 

The 1960 Co mmercia l Code of Ethiop ia inco rporates prov isions pertinent to the governance of pr ivate 

limited co mpanies. However, such prov is ions are inadequate/ too little to address spec ific issues in 

corpo rate governance re lated to board of directors, shareho lders meeting, audit ors and the mandatory 

req uire ment of two shareho lders for the fo rmat ion of private limited co mpan ies. This study has 

exam ined the law pertinent to the governance of private lim ited co mpa nies in Ethiopia w ith spec ific 

reference to the necessity of board of directors to such companies, shareho lders meeting and 

appoint ment of auditors' base on the number 0 f shareho Iders, the issue of conflict of interest and the 

mandatory req uirement of two shareholders fo r the formation and existence of private li mited 

companies. 

In co nduct ing the study the writer has discovered the follow ing corporate governa nce tribu lations of 

private limited co mpanies . The first co rporate governance pro blem is the absence of board of directors 

in the governance of PLCs. Contrary to other countries corpo rate governance tradition, the Ethiopian 

company law makes private lim ited co mpan ies to be run by managers than directors. The 1960 

Commercia l Code of Ethio pia under Artic le 525( I) st ipulates private limited companies sha ll be 

managed by one or more managers. Company laws of di fferent co untries make private limited 

co mpan ies to be run by a certain statutory bodies. Most of the co untries arou nd the world make private 

limited co mpany to run by board/board of directors. Because it is the board o f d irectors who prov ide 

the intrinsic leadership and d irection at the top of the organization; estab lish and maintain its vision, 

miss ion and values whereas managers carry through the strategy on beha lf oFthe directors. 

The other po int that takes my attention is the two perso n minimum requirement for the formation of 

private limited compan ies. Even ifcap ita l has a paramo unt importance in the fo rmation ofa compan y, 

members o r the perso nal ity of share holders p laya s ignificance ro le in the fo rmation and operation of 

co mpany. That is why compa ny laws of d ifferent countries tries to determine the minimu m and 

max imum num ber of shareholders for the for mat ion and operation of pri vate limited company. For the 

formation and operation of private limited co mpanies the minimum number o f shareho lders in most 

countries is two. However, the reduction of the number of members be low two does not cause for the 

disso lution of the company. Rather it changes its for m and name and beco mes a sing le member or one 

man company. What they put as a compu lsory element is that the s ing le member company must have 

board of directors. 
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In Ethiopia, co ntrary to other co untries co rporate law, the ultimate fate of the private lim ited 

cOrn . . 
Pames, If the shareho ld ers reduced below two, is d isso lut ion of the company. T his makes the 

bu . 
Siness society in Ethiopia to search for othe r means/ room to escape from this mandatory 

reCj tlirement. Among the private limited co mpanies 90% are fam ily base businesses with only two 

shareholde rs in which one o f the share ho lders are nominal shareho lders. Whereas the corporate 

governance practice of other countries show us that a private limited company could fo rmed by one 

i1lelllber/shareho lder, however what is required is to have is the mandatory statutory bodies for the 

governance of the company i.e. directors, auditors, shareho lders meeting and manage rs. Therefore, this 

is 9 big legal and practical problem in the corporate governance of private limited co mpanies whic h 

encourages the kiosk menta lity of Eth iopian business co mmunity. 

The add itiona l tribulation in the governance of private lim ited co mpanies is the making of the ot her 

governing body (shareholders meeting) base on the number of shareho ld ers of the co mpany. Contrary 

10 the corporate governance law and tradition of othe r countries, the Ethiopian Co mmercial Code 

makes shareholders meeting conditional (conditiona l co rporate governance body) i. e. no shareho lders 

meeting is necessary unless the members to the co mpany are not more than twenty. In the Ethiopian 

corporate governance law and practices it is difficult to say s hareho lders ' meeting is cons idered as one 

of the formal body in the governance o f private limited compan ies. So this aga in makes one to raise 

the question "does rhe co rporate governance law regu late the members of the company, the capital of 

the company or the co mpany"? 

The last problem that the wr iter has discovered in the study is the hitch in relation to confl ict of 

interest. The Commerc ial Code put clearly the possible solutions of conflict of interest that could ar ise 

in share companies. However, the code fai led to put the possible mec hanisms of how to so lve conflict 

of interest that co uld arise between the managers vs. shareholders, managers vs. the COmpany, 

managers vs. other stakeho lders and shareho lders/members and the company. Generally, severa l 

facto rs enab led a marked increase in the necess ity of improv ing co rpo rat e governance of private 

limited compan ies. These factors include notably: g lobalization, technology, populat ion and tree 

market. Given that these factors are likely to pers ist in offering progressive ly greater potential for the 

negative impact of corporate activity 0 11 soc ieties, economies, env ironment, etc., it is sensible to 

increasingly ca ll ing for substantially improved visibility and controls in Corporate Governance of 

PLCs in Et hiop ia. Accordingly in the recommendation part , the writer wou ld like to put the possible 

so lutions/recommendat ions fo r these prob lems. 
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5.2. RECOMMENDATIONS 

In Ethio pia, private limited co mpanies cover 97% of the country's compa ny type business and play 

s ignifica nt role in the co untry's economy. However, the provis ions o f the 1960 Co mmerc ial Code 

govern ing PLCs are inco mplete and sketchy. Private limited companies experience many lega l and 

practica l co rporate go vernance problems. Among these, the absence o f board of directo rs in the 

governance of PLCs, the making of auditors and shareholders meeting governance bodies ' based on 

the number of shareho lders of the company, the abse nce of means to reso lve conflicts o f interest and 

the two person min imum lega l requirement for the fo rmation of private limited companies are the 

main corpo rate governance prob lems ofPLCs in Ethio pia. The sketchy natu re of the provis ions of the 

Commercial Code that govern PLCs and lack of reference to share co mpanies' provisio ns worsen 

those problems. These problems make Ethiopian private limited co mpanies, when we see it in light of 

private limited co mpanies of other countries, not to be effective and not contribute what it had to be. 

Private lim ited co mpanies to run with two foot and co mpetitive in the g lobal market the above 

problems shall be renovated/modernize and the write r would like to recommend the following so as to 

create a hea lthy corporate governance environment for PLCs in Ethio pia. 

RECOMMENDATIONS ONE 

To begin with, the g iga nt ic co rporate governance problem of Eth iopian PLCs is the absence of board 

of di rectors. Eth iopian co mpany law/ Commercia l Code prefer PLCs to run by managers only than 

inc lusive of board of directors, managers, auditors and shareho lders. Th us the wr iter reco mmend s 

governance board of directo rs to be compulsory to such co mpanies fo r the reaso n that ; 

First ly, the key actors in co rporate governance are shareholders, board of directors ' managers and 

aud itors. T hese corporate governance bodies have the ir own fundamenta l significance in the 

governance of a company in wh ich one cannot substitute the role of the other. Or it is difficult to 

make the ro le played by one go vernance body to be replaced by another body since they have their 

own spec ific and natural ro le as to their establishm ent. For examp le manage rs cannot perform the ro les 

of directo rs or shareho lders in the same lega l status. This is the distinct behaviour of a co mpany. 

However, in private limited co mpanies, the d ist inction between the members of the governance tripod 

o f board, management, and shareho lders might be unc lear sin ce the members are small in number. An 

owner-manager may fulfil a ll o r several of these ro les. Nonethe less, it is important to recognize the 

unique ro le that the board plays in the leaders hip of the company. It has overa ll respons ibility fo r the 

compa nies' acti vities. At an early stage of a company's development, it is appropriate to operate ma ny 

aspects of the board ' s act ivities in a relat ive ly informal and non- bureaucratic manner. 
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Second ly, one great advantage of co mpany form of bus iness organization is the separation of 

ownership and co ntro l. Attributable to this, the governance of the co mpany can be left to a group of 

profess ionals /boards of directors and managers/ who, with their co mpetence, specialized knowledge 

or skills, qual ificat ions of training, ca n bring better corporate performance and success. An effective 

governance framework defines ro les, responsib ilities and an agreed distribution of power amongst 

shareho lders, the board, management and other stakeho lders. Espec ia lly in private limited 

compa nies/s mall business, it is important to recognize that the co mpany is not an extens ion of the 

perso nal propel1y of the owner. The overa ll per formance of a co mpany and the pro fi tabi lity of the 

bus iness are highly affected by the corporate governance bodies. To achieve the targeted rates of 

growth and expans ion ofa company, co mpetent and profess ional governance bod ies of the company is 

as much important as the access ibi lity of adeq uate fin ance. 

Third ly, co rporate governance goes beyo nd the protection of shareho lders. Corporate governance of 

private li mited co mpanies shou ld a lso a im to protect the interest of other stakeho lders, such as 

employees, suppliers and cred itors and the soc iety as a whole. In Ethiop ia, most private limited 

companies are owned and contro lled by two ind ividuals or by a family i.e. owners co ntinu e to playa 

significant direct ro le in management. In this context, good governance is not mainly a question of 

protecting the interests of abse ntee shareholders. Rather, it is concerned with establishing a fra mewo rk 

of company processes and attitudes that add va lue to the bus iness and he lp to ens ure its long-term 

co ntinu ity and success. Thus it is important to be acquainted w ith the unique role that the board plays 

in the leadership of the company. 

FOlll1h ly, in Ethiopia, Private limited co mpan ies have increased in s ize and co mplexity and they 

require more complex organ izat iona l structures and a more diverse workforce possessing various 

leve ls and areas of expert ise. Private limited compan ies are of particular importance in co untry 

(Ethiopia) w ith less deve loped capita l markets. Therefore, it is necessary to put a clear legal 

fi'a mework concerning the governance of private limited companies and mak ing private limited 

compa ny to be run by board is not a choice rather it is a necess ity. 

Fifth ly, the fact that internationa l companies, attracted by the promise of fast-grow ing emerg ing and 

trans ition markets, are increas ingly pursuing growth in these markets, makes improved corporate 

governance of private limited compan ies a priority. A corporate governa nce framework must a llow 

co mpanies to idea lly match their lega l status with their organizationa l needs, g iving them the 

oppo rtunity to grow and develop in the context o f a highly competitive business environment. Hence, 

in order to he lp private limited companies fu lly exploit the new opportunities and adjust more easi ly to 

immediate uncertainty, Ethiopia n policy makers should endeavour to devise the most effic ient 

corporate governance framework as part of the ir lo ng-term strategy to foster investme nt, innovation 
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and entrepreneurship. Thus, to achieve these, imp lementing a fu ll-bodied governance framework ; 

having board of directors than on ly managers is at the stage of necess ity than a cho ice to Ethiopian 

private limited compan ies. 

Plus to this, in Ethiopia, the majority of the private limited co mpanies are participat ing or conducting a 

bus iness of importing; not manufacturing and/or export ing. In the histo ry of develop ment of mankind 

there is no country that deve lop base on impolt base economy. At the present time, havi ng export lead 

o r base eco nomy and compet ing in the international trade is the fas hio n of eco nomic deve lopment of 

the globe. To ach ieve these, making private limited compan ies to be run by strateg ic and professio nal 

leaders than an individ ua l manager is very signi ficant in the market eco no my. T he strategic and 

professiona l leaders as to the princip le of corporate governance are boards of d irectors not ma nagers. 

Thus making PLCs to run by a governing board is at the tip of necessity. 

Sixt hly, the corporate governance practices of Ethiopian private limited co mpanies te ll us that as there 

are certain co mpanies which are governed by board of directors. These compan ies are even become 

e lite minded than the po licy makers about the importance or role of board of directors in the 

governa nce of private li mited co mpanies. It is a wakeup ca ll fo r the Ethiopian policy makers about the 

necess ity of having/ making co mpulso ry board of d irectors in the governance of pr ivate li mited 

company. T hus it is necessary to formulate a rule that cou ld enco urage shareholders (the bus iness 

co mmunity) of private limited co mpan ies to make compan ies run by board of direClOrs than on ly a 

ma nager or team of managers for the long term success of companies and deve lopment of the 

country's econo my. Different pr ivate limited companies in Eth iopia have adviso ry boards. This comes 

from the very prob lem of Ethiopian investo rs; having the money but not the know ledge about how to 

run and uti lize it. Most of the owners of Ethiopian business ent ities do not have the appropriate 

knowledge about how to run the ir bus iness pro fess ionally. That is why they are ob liged to have 

adv iso ry boards. 

Seventhly, co nfl ict of interests (or Agency prob lem) between shareho lders and managers are arising 

fi·o m the separation of owners hip and co ntro l. Eve n if, con fl ict of interest is a feature of pub licl y 

owned companies, where share owne rsh ip is dispe rsed among a large number of shareholders who do 

not direct ly manage the compa ny, it a lso happens in private limited co mpanies. Because, the very 

cause for the ris ing of con fl ict of inte rest is separat ion of ownersh ip and control (separate legal 

ex is tence/perso na I ity 0 f co mpan ies fro m its creato rs/o wners). 

In the Ethiopian private lim ited co mpanies, the problem of co nflict of interest or agency prob lem 

main ly arises when the share ho lders appoint no n member managers. During this t ime, the prob lem of 

con fli ct of interest may arise up. The Commercial Code does not put mechanisms about how to so lve 
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confli ct of interest between the managers vs. shareho lders, managers vs. the compa ny and managers 

vs. other sta keho lders except o rdering managers to perform the ir duties w ithin the limits of the objects 

of the co mpany w ith due care and dilige nce under art icle 528 and 53 1. The Co mmerc ia l Code does say 

nothing about a conflict of interest betwee n shareho lders/members and the private lim ited company 

while the Code c learly addresses such issue in case of share companies. The presence of board of 

directors is very important to avoid the problem of conflict of interest or agency problem. Base on the 

co rporate gove rnance principle, the conflict of interest or agency prob lem is avoided by having a 

board of d irectors for the governance of the company. Therefo re, having board ofdirectors (or making 

private limited co mpanies to run by a governance board) to the private li mited co mpanies cou ld avoid 

the prob lem of conflict of interests. 

Therefo re, it is important to formu late the contemporary co rporate governance rules to the private 

limited companies in Ethiopia part icu larly maki ng BoD compulsory to the governance of such 

companies. Making private limited compan ies to have a governa nce board that should have an 

appropriate mix of skills and experience without being too large ,which may render it difficult to 

manage and therefore less effective, IS ve ry vita l to make PLCs effective and va lue add to the 

cou ntry's g rowth . For that matter, at an early stage of a company's deve lopment, it may be 

appropriate to make PLCs to have a board of directo rs in a relatively informal and no n- bureaucratic 

manner. However, when the private limited co mpan ies become more co mp lex and large the legis lat ive 

organ or any other concerned body sha ll make them to run by a governance board. The comp lexity and 

large ness of the private limited co mpanies can be ca lcu lated either base on the capital threshold, 

numbers of employees or the type of activity that the co mpanies operate. 

RECOMMENDATIONS TWO 

The other corporate governance dilemma of private limited companies in Eth iopia is the making of 

shareho lders meet ing base on the number of shareho lders of the compa ny. Stand on the principle of 

co rporate governance a ll major dec is ions that affect the rights of the shareholders and the co mpany are 

to be taken in the share ho lders' meeting. However, Shareho lders meeting is mandatory to the 

Ethiopian PLCs is only whe n the members are ~re than twenty. Shareho lders ' meeting is the 

supreme body of any company. So this makes one to raise the question "does the co rporate governance 

law regulate the members of the company or the company"? Thus the wr iter wou ld like to recommend 

the pol icy maker o r the leg is lat ive organ to adopt the effic ient and/or modern ized corporate 

governance princ iple concerning the governance of PLCs and make shareholders meeti ng not base on 

the number of shareho lders to the company. 
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