FOREWORD

Over the last few years corporate governance has become a growing area of
public interest and academic research. In the meantime several universities offer
not only undergraduate modules but whole LLM or MBA streams in this topic.
More and more PhD students specialise in this area borne by the fact that
outstanding academics dedicate their research to corporate governance issues.
Corporate governance journals such as the journal “Corporate Ownership and
Control” and international conferences offer platforms for inspiring discussions
and that the research in this area is internationally recognised.

The financial crises of Enron, WorldCom and Parmalat at the beginning of the
21*" century have heated up the discussion about the proper governance of
companies. Corporate governance is a highly topical subject which concerns the
management of large companies and the way in which they use their power and
influence in society today. It encompasses a wide range of issues extending from
company law to business ethics.

Generally the term corporate governance deals with issues borne by the
separation of ownership and control. To solve agency problems between
shareholders and their management, between majority and minority shareholders
as well as between shareholders and other stakeholders the importance of
monitoring institutions which range from supervisory boards to external
monitors such as institutional investors is stressed. The recent past has seen
several corporate governance codes published by companies, interest groups,
agencies, regulators or supranational organisations such as the OECD. All these
mechanisms should guarantee an alignment of the interests of the owners and
the management of corporations.

This textbook tries to cover several topics in the interdisciplinary area of
corporate governance. In addition to an illustration of the legal and regulatory
response to corporate governance problems, voluntary agreements in form of
codes will be discussed. The theoretical foundation of corporate governance is
based on agency theory, transaction cost economics, resource dependence theory
and stakeholder theory. The latter focuses on the relative differences of a
stakeholder-oriented corporate governance system compared to a shareholder-
oriented one. Stakeholders can be classified in outside and inside stakeholders
such as employees.

Boards of directors, respectively supervisory boards, are seen as a linking part
between the different interest groups within a company to guarantee “good
governance”. A board is seen as an economic institution that can help solving
the agency problems inherent in managing an organisation. We have to differ
between one-tier board systems in Anglo-Saxon Common Law countries, and



the two-tier board structure characteristically for Continental European and
Asian Civil Law states. Both take an allegedly different route to solve the
multiple agency problems. In a wide section about international corporate
systems the differences within certain countries are analysed. But despite
differences in corporate governance systems we can observe that the problems
of corporate governance are globally uniform, and therefore the necessity for
solving the latter.

This textbook tries to address all these problems and draft possible solutions. It
should provide academics, students and practitioners with an:

e understanding of the theoretical basis of the principles and development of
corporate governance;

e awareness and understanding of some of the current academic and policy
issues around the themes of corporate governance;

e understanding of the theoretical and practical aspects of corporate
governance to a range of contemporary law, economics and business
problems;

e understanding the relevance of the governance of corporations within the
wider social, political and economic context;

e understanding how corporate governance problems are addressed within the
different corporate governance systems;

e ability to identify how law and economics are jointly relevant to the
theoretical and practical aspects of corporate governance.

We are very proud of declaring about support and participation in writing this
book by corporate governance experts from 20 countries of the world. They are
experts both from developed and developing countries providing readers of this
book with an international comparative analysis of corporate governance
practices and corporate governance essentials. Efforts of more than 40 corporate
governance experts have found its implementation in this book. We hope that
our international team did utmost to deliver the corporate governance essentials
to students and many other types of readers.



