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Corporate Governance in Italy after the 1998 Reform: What Role for
Institutional Investors? 11

Marcello Bianchi, Luca Enriques

This paper tries to answer two questions: first, whether the changes in the law resulting from the
1998 reform are able to positively affect the attitude to activism of institutional investors in Italy; and
second, whether, legal rules aside, it is reasonable to expect significant institutional investor activism
in Italy. The empirical analysis shows that institutional shareholdings and investment strategies are
compatible with the hypothesis that institutional investors can play a significant role in the corporate
governance of Italian listed companies. However, a curb to their playing such an active role may de-
rive from the predominance of mutual fund management companies belonging to banking groups
(giving rise to conflicts of interest) and from the prevailing ownership structure of listed companies,
which are still dominated by controlling shareholders holding stakes higher than, or close to, the
majority of the capital (implying a weaker bargaining power of institutions vis-a-vis controllers).

KopnoparuBHoe ynpapJjienue B taauu mociae pedopm 1998 r.:
POJIb HHCTUTYIIIOHAJIbHBIX HHBECTOPOB 11

Mapuenno bvawHku, 1.3.H., mpod., mmkosia buszHeca bosonsu (MTamus)
Jlyka dupuxec, 1.9.H., npo@., yausepcureT bosonpu (Utanus)

CraTbs NOCBAILleHA UCC/IeIOBAaHUIO BIUAHNUA peopM KOPIIOPATUBHOTO YIIpABJIE€HUA, IPEAIIPUHATHIX
B Wtanuu B 1998 r., Ha aKTUBHOCTb MHCTUTYLIMOHAJIBHBIX NHBECTOPOB. C/ie/IaH BBIBOJ, YTO peOpMBI
JIeWCTBUTEIBHO CO/IeMCTBOBAJIM POCTY AKTUBHOCTU HHCTUTYIIMOHAJIBHBIX HWHBECTOPOB B MTanmuu.
Bmecre ¢ TeMm, fuHaMuka pedopMm B VTaimy CUIBHO yCTyNaeT aHAJIOTUYHBIM TeHJEHUIUAM, UMelo-
M Mecto B CIITA u Benukobpuranuu. IIpu 5ToM, pakTOpOM pHCKa ABJIAETCSA TOT QakT, 4To 60JIb-
IIMHCTBO MHCTUTYIIMOHAIBHBIX UHBECTOPOB, IPEJICTaBIEHHBIX UHBECTUIIMOHHBIMU (GOHAAMU, MO/-
KOHTPOJIBHBI KPYITHBIM 0AHKOBCKUM XOJIZIMHTAM, UYTO MOXKET CIIPOBOLIMPOBATH KOH(MJIUKT UHTEPECOB
MEX/Iy aKIIMOHEPaMH KPYIHBIX KOPIIOpalui.
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Eastward Enlargement: Privatization in MECC 32

Marco Bigelli, Gianluca Ghini

This paper tries to offer a review of the literature on the main privatisation methods adopted by the
Central and East European Countries which have joined European Union in 2004. After having ana-
lysed the major advantages and shortcomes of each privatisation method the paper briefly describes
the privatisation processes adopted by each single country.

IIpuBaTusanusa B crpaHax Bocrounoiut EBponsr 32

Mapxo bueennu, n.3.1., npod., kadeapa ynpasienus, yauBepcuretr bononbu (Mtanus)
Jlcarayka I'uHu, a.5.4H., ipod., kadeapa yrnpasiaeHus, yaupepcuteT bosoubu (MTajms)

B craTtbe m3ydaroTcss OCHOBHbIE METO/bI IIPUBATHU3AIMY TOCYIAPCTBEHHOH COOCTBEHHOCTH B CTPaHaX
IenTpanpHoii u Bocrounoit EBporsl, koTopsle ctanu wieHamu EC B 2004 r. Ilocse cozeprkaTeibHo-
ro MCCJIeIOBAaHUA NPUUMYINECTB U HEJOCTATKOB Ka)KJI0r0 W3 METOZ0B IIpUBATU3AIWH, NPOBEEH
a"aau3 3PHEKTUBHOCTH IPUBATU3ALNHU B KOKAOU U3 HCCIEAyEMbIX CTPAH.

Corporate Governance: Understanding Important Contingencies 41
Morten Huse

The objective of this paper is to explore important contingencies for boards and governance designs.
The paper is made in a setting where governance in SMEs in transition economies is to be developed,
and knowledge from advanced market economies constitutes the framework to be built on. The core
of the paper is the presentation of six groups of important contextual variables that must be analyzed
and understood when corporate governance systems shall be developed. The framework presented in
the paper includes understanding the perspectives of both internal and external actors in the corpo-
rate governance process, and that the design of a governance system will include issues related the
board working style as well as the board members.

KopnoparuBHOe ylipaB/ieHMe. OCHOBHBIEC IIOCTYJ/JIAThI 41

Mopmen X103, 1.3.H., Ipod., 3aBeAyomui kadeaoil ”HHOBAIMH M SKOHOMHKU OpraHu3a-
nuit, HopBexkckas mkosa menempkmenta (HopBerust)

B craTbe u3ydaroTcs OCHOBHBIE MTOCTYJIATHl KOPIOPATUBHOTO YIIPABJIEHUS IPUMEHUTEIBHO K pabore
CoBETOB AMPEKTOPOB U CHUCTEME MEXaHW3MOB KOPIIOPAaTHBHOTO yIipaBieHudA. ba3ol ucciaeqoBaHusA
IIpe/icTaBJIeHbl CTPaHBI C IepeXOHOU 5KOHOMUKOHN. Bee dakTopsl, Biusomnie Ha 3¢ (GeKTUBHOCTD
KOPIIOPATHUBHOTO YIIpaBJIeHUs, pa3OUTHI Ha mIecTh rpymin. Ocoboe BHUMAaHUE yeIsaeTcs TakuM (ak-
TOpaM, KaK MO/IXOAbI K OpraHU3anuu paboThl U yncaeHHOCTh COBETa TUPEKTOPOB.

FCA Agency Costs, Earnings Management, and Investor Monitoring 51
Richard Chung, Michael Firth, and Jeong-Bon Kim

Free cash flow has been identified as having the potential to be a major agency cost where managers
make expenditures that have negative NPVs. This agency problem reduces profitability and lowers
stock market valuations. We argue that firms with high free cash flow and poor growth opportunities
will suffer from the free cash flow agency problem. Our results are consistent with expectations and
show that firms with high free cash flow and low growth are associated with low long term profitabil-
ity. We also find that managers use income-decreasing accruals when a firm has high free cash flow
agency costs. This earnings management is motivated by managers’ desire to shift profits to future
years when the full impact of the sub-optimum investments hits earnings.

AreHTCKUE U3JEPKKHA, YIIPABJIEHYE JEHEeKHBIMU II0TOKAMHU U
KOPIIOPATUBHBIA MOHUTOPUHT 51

Puuapo Yame, n.5.H., npod., [OHKOHTCKUH HoIuTeXHUUecKui yHuBepcuTeT ('OHKOHT)
Maiikn @upm, n.3.H., mpod., TOHKOHTCKHUH TouTeXHUYeCKNY yHUBepcuTeT ([OHKOHT)
JDiceone-BoH Kum, 11.3.H., pod., [OHKOHTCKUY MOJIUTEXHNYECKUH yHUBepcUuTeT ('OHKOHT)

B craTthe HCciIeayeTca BJIIMAHNE areHTCKHUX U3AEPKEK Ha pasMep AEHEKHBIX IIOTOKOB B KOPIIOpaIu-
AX. CZ[eJIaH BBIBO/I, UTO HpO6JIeMa Al€HTCKUX U3AEPHKEK ABJIACTCA Goiiee OCTpOﬁ B TE€X KOPIIOpAIUAX,
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I7ie MOHUTOPUHT CO CTOPOHBI aKIIMOHEPOB 3a HUCIIOJIb30BAHUEM JIEHEKHBIX IIOTOKOB ABJISETCA OYeHb
cnabeiM. Bosiee Toro, 60s1e€ OCTPOMY BJIMSAHUIO ar€HTCKUX U37IEPIKEK [T0/IBEPIKEHBI Te KOPIIOPAIUH, Y
KOTOPBIX OYeHb cJIabble MepPCIEKTUBBI JJIA Pa3BUTHUA Ha phIHKe. B pesysbraTe, Takue KOPIOpAIU
JIEMOHCTPUPYIOT OYeHb HU3KHE IOKA3aTeTH (DIUHAHCOBO-IIPOU3BOJICTBEHHOH eI TETPHOCTHU B JIOJITO-
CPOYHOM IlepHuojie.

An Exploration of the Chief Executive Officers’ (CEOs) Perception of
Strategic Management Process: the Case of British High Tech SMEs 62

Azhdar Karami

The past decade of organizational research has moved from an investigation of organizational static
to an investigation of organizational dynamics, much of it focused on strategy and its formulation and
implementation. This research is an attempt to shed light on the business owner managers and Chief
Executive Officers’ (CEOs) perception of the importance of strategic management process in Small
and Medium sized Enterprises (SMEs) in the UK. The data gathered from a sample of 132 CEOs of
high tech firms and a combination of qualitative and quantitative research methods were employed
for data analysis. In this research it has been found that firms which employ strategic management
techniques, whether formal or informal, exhibit enhanced levels of success in formulation and im-
plementation of business strategies than those firms which do not employ such procedures. Employ-
ing strategic management process in SMEs significantly helps in solving organizational problems,
and reducing organizational conflicts. It significantly impacts on employees’ satisfaction and chang-
ing organizational culture.

Bocnpusartue crpaTeruiecKoro MeHe :kMeHTa I'J1aBHbIMU
N cnostHUTEIbHBIMY YIPaBJIAIONIUMI . ONBIT IIPpe IPUATHI
BBICOKOTEXHOJIOTHYECKOU oTpaciu Besnkoopuranum 62

Adxcdap Kapamu, 51.3.H., npod., yHuBepcuTeT Yasibca (Besmukobputanus)

B craTthe usyuaercs otHomeHue [J1aBHBIX VICIOTHUTETBHBIX YIIPABJISIONINX U COOCTBEHHUKOB KOP-
mopanui K crpaTernueckoMy MeHe/kMeHTy. CliesiaH BBIBOJI, UYTO COOTBETCTBYIOIlee BHUMAaHUE PYKO-
BOAUTENEN U COOCTBEHHUKOB K CTPATETMUECKOMY MEHEPKMEHTY CYIIECTBEHHO YJIydIlaeT MO3UIUU
KopHopanuil Ha pblHKe. B pesysbrare, yMeHbIIAETCA YUCI0 areHTCKUX KOH(IINKTOB MeXy y4acT-
HUKaMH KOPIIOPATUBHOTO yIIpaBjeHusA (areHTaMy ¥ NPUHITUIIAJIAMHU) U BO3pACTaeT 0BepUe TPYZo-
BOT'0 KOJIJIEKTHBA K PYKOBOZCTBY.

Perfect Competition: A Case of “Market-Failure” 70
William Barnett, 11, Walter Block, Michael Saliba

In this paper we research one of the corporate governance mechanisms, i.e. market for goods and
services. We focus on perfect competition. We concluded with the explicit argument for letting loose
the dogs of the Federal Trade Commission and the Antitrust Division of the Justice Department upon
perfect competitors. Our main concern is the failure of mainstream economics to incorporate, prop-
erly and completely, the concept of foregone alternatives, into its analysis. The present paper is an
attempt to trace out the some of the implications of this critical error for industrial organization.

dddexkTUBHBII PHIHOK TOBAPOB U YCJIYT KAK MEXaHU3M
KOPIIOPaTUBHOIO yIpaBJI€eHUA 70

Bunvam bBapvemm, 1.3.H., npo®., yausepcuret Jloitona (CIIIA)
Yoamep Bbaok, p.3.H., mpod., 3aB. Kadeapoit skoHOMUKH, yHUBepcutet Jloiona (CIIIA)
Maiixa Caauba, 51.3.H., npod., yauuBepcuret Jloitona (CIIIA)

B pabore usyuaeTcs oAuH U3 MEXaHU3MOB CUCTEMbI KOPIIOPATUBHOTO YIIPABJIEHHUs], 8 UMEHHO PBIHOK
TOBapoOB H ycIyT. C/iesiaH BBIBOJI, UYTO PETYJIMPOBAHIE PhIHKA TOBApOB U yeiyr CIIA He coco6eTByeT
PA3BUTHIO OJTHOTO U3 BAKHEUIHNX YCJIOBUU 3(PPEKTHBHO DYHKIIMOHHPYIOMIETO PhIHKA TOBApOB U
YCJIYT, T.€. YECTHOH KOHKYPEHIIHH.
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SECTION 2. CORPORATE OWNERSHIP
PA3/IEJI 2. KOPIIOPATHUBHAA COBCTBEHHOCTbD

Ownership Structure and Performance: A Comparison of Different
Corporate Governance Systems 76

Alberto de Miguel, Julio Pindado, Chabela de la Torre

This paper analyses how the main institutional factors characterizing corporate governance systems
around the world affect the relationship between ownership structure and firm performance. Our
analysis gives rise to the following remarks. First, ownership concentration and insider ownership
levels are determined by several institutional features such as investor protection, development of
capital markets, activity of the market for corporate control, and effectiveness of boards. Second, the
relationship between ownership concentration and performance is not directly affected by these insti-
tutional factors. Third, there is, however, a direct influence of corporate governance characteristics
on the relationship between insider ownership and performance.

CTpyKTypa KOPpIOPaTUBHOU COGCTBEHHOCTH U 3((PEKTHUBHOCTH
KOPIIOPAIIUH . MEKAYHAPOAHAA MPAKTUKA 76

Aavbepmo de Muzenw, 11.3.H., Ipod., 3aBeAyONNA Kadeapor SKOHOMUKH IPEAIPUATHH,
yHuBepcuret Canamanka (Mcnanus)

Xyauo ITundado, n.3.H., mpod., Kadeapa SKOHOMHUKH MPeANPUATHIH, yHUBepcuTeT Casa-
manka (Mcnanus)

Yabena de na Tope, 1.5.H., npod., kaderpa SKOHOMUKHU MPeAIPUATUH, yHIUBepcuTeT Caa-
manka (Mcnanus)

B craThe usyuaercsa 3aBUCUMOCTb 3 GEKTUBHOCTU JEATEIBHOCTH KOPIIOPAIIUHA OT CTPYKTYPBI KOPIIO-
patuBHOM cobcTBeHHOCTH. C/1eyIaH BBIBOJI, UTO YPOBEHb KOHIIEHTPALIMHM COOCTBEHHOCTH U YIACTHE B
COOCTBEHHOCTH WHCAH/IEpOB 3aBUCHUT OT TaKuX (paKTOPOB KaK CTENE€Hb 3AIIUTHI PAB WHBECTOPOB,
YPOBEHb Pa3BUTHS PHIHKOB KAIUTaIa, aKTUBHOCTh YIACTHUKOB PHIHKA KOPIIOPATUBHOT'O KOHTPOJIA U
apdextuBHOCTh paboThl COoBETA IUPEKTOPOB. BiinsiHNe MaHHBIX AKTOPOB SBJISAETCS, TEM HE MEHEE,
KOCBEHHBIM.

Ownership Structure and Proxy Contest without Proxy Trading:
Evidence from Taiwan Securities Markets 86

Lanfeng Kao, Anlin Chen

This paper discusses how proxy fights affect the incumbent managers’ attitude toward the sharehold-
ers. In Taiwan, the proxy rules Amendments in 1996 prohibit the proxy fighters to purchase proxy
rights from shareholders. We argue that the prohibition of proxy trading favors the incumbents to
gain control over the firms. Since the proxy rules favor the incumbent managers, incumbent manag-
ers do not have to keep a high ownership to gain control leading to severe agency problems between
incumbent managers and outside shareholders. With the case of stopping proxy trading in Taiwan,
we indicate that to order to mitigate the managers’ unethical behaviors toward shareholders under
the separation of ownership and control, proxy rules should be unbiased toward both the incumbents
and raiders.

CTpyKTypa KOpIopaTuBHOM COOCTBEHHOCTH U 60pb0a 3a rojioca
AKIIMOHEPOB: ONbIT phIHKA TaliBaHsA 86

Jlangene Kao, n.3.H., mpod., Harinonansueiil yuuBepcuteT Kaoceionra (TaiiBans)
Anaun Yew, p.5.H., pod., kadenpa ynpasiaenusa, HanuonanpHbill yHUBepcuter CaH-fAT
Cen (TatiBaub)

B cratpe uccsenyerca BiausgHue 60pHObI 32 TOBEPEHHOCTH aKIIMOHEPOB HAa IIOBE/IEHUE PYKOBOJAMTE-
Jeil xopnopanuii. HamMmu musydaercs THUIOTe3a, COTJIACHO KOTOPOU 3aKOHOZATEIBHOE 3alpelleHUe
TOPTOBJIN IOBEPEHHOCTAMU aKI[MOHEPOB CIIOCOOCTBYET peayn3alyil PYKOBOJUTEIISIMU KOPIIOpAIUit
CBOUX MHTEPECOB U MIPOBOIUPYET areHTCKHue KOHMIUKTEI, T.e. KOH(MJIUKTHI pyKOBOAUTEIEN U aKIINO-
HEpOB.
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Does Pyramiding Have an Impact on Firm’s Capital Structure
Decision Among Malaysian Distress Companies? 93

Fauzias Mat Nor, Bany Ariffin

This paper investigates the impact of separation of cash flow rights from control rights resulting from
pyramidal forms of ownership structure on firm’s capital structure. In particular, our objective is to
examine whether such separation affects the financing decisions among Malaysian listed distressed
Companies. Even though it is not conclusive our findings somewhat lend support to the leverage-
increasing non-dilution entrenchment effect on corporate leverage, whereby the separation of cash
flow rights and control rights lead to the increase of leverage among the distressed companies. Con-
sequently, excessive use of leverage in order to protect ultimate owner’s dominance in these compa-
nies then leads to disastrous financial valuation.

BimsaHNe NupaMuJaJdbHBIX CTPYKTYP KOPIOPATUBHOU COOCTBEHHOCTH
Ha CTPYKTYPY KallUTAJIA: ONBIT KOopnmopanud Maransum 93

®aysuac Mam Hop, 1.3.H., T1pod., MPOPEKTOP IIKOJIBI YIIPaBJIeHUsI ON3HECOM, YHUBEPCUTET
KebGaurcaan (Masaiizus)
Bbanu Apuggun, n.5.H, kadbeapa Oyxydera u ¢puHaHcoB, yHuBepcuteT [Tyrpa (Mataiizus)

B paborte msydaercs BIUSAHHE PasfieIeHHs [IPaB HA yIpaBJIEHUs IEHeXKHBIMHU [TOTOKAMU OT IIPaB Ha
KOPIIOPATUBHBIA KOHTPOJIb Ha CTPYKTYpy KamuTaja kKopropamuii Manaisuu. CreiaH BBIBOJ, UTO
VBEJIMYEHUE CTENEHU pas3JieJIeHNusl HUCC/IeLyeMbIX IIPaB IPHUBOAUT K POCTY (PUHAHCOBOTO phIUATA.
Oco6GeHHO 3TO KacaeTcs TeX KOPIOpaIiii, KOTOPbIE UCIIBITHIBAIOT 3HAUNUTEIbHBIE (DITHAHCOBBIE TPY/I-
HOCTH.
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Anexcandp Kocmiok, k.3.H., 3asedytowiuil kageopoii ynpasaenusn u B3/], VAB/T HBY (Vk-
pauna)
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