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Introduction

Background of the research

Corporate governance is an area consisting of a multitude of highly sophisti-
cated national systems, developed over time and overwhelmingly reflecting a
variety of distinguishing national historical, cultural and financial tradi-
tions.' If one were to force a categorisation in this field, two major types
defined in the literature can be seen as forming the polar extremes of the
corporate governance taxonomy — the Anglo-American “outsider” system
represented by the United Kingdom and America, and the Continental
“insider” system exemplified by Germany and Japan.” Of these diversities
existing between the two dichotomous models, one of the most fundamental
lies in the divergence of predominant objectives among public companies, a
major factor affecting core corporate strategies and associated performance.’

In recent decades the global economy has seen a major transformation
with far-reaching and fundamental changes, most notably improvements in

| I Clarke, International Corpurate Governance: A Comparative Approach (2007, Abingdon:
Routledge), ac 170; ReHlection Group, Report of the Reflection Group wn the Future of EU
Company Law (2011, Brussels: European Commission), ar 10-12.

2 R. Aguilera, D, Rupp, C. Williams & J. Ganapachi, “Purtting the S Back in Corporate
Social Responsibility: A Multi-level Theory of Social Changes in Organisations”, (2007) 32
Acadenry of Management Review 836; R. LaPorta, E. Lopez-De-Silanes & A. Shleifer, “Corporate
Ownership Around the World”, (1999) 54 Journal of Finance 471; R. Aguilera & G. Jackson,
“The Cross-National Diversity of Corporate Governance: Dimensions and Determinants”,
(2003) 28 Acadenty of Management Review 447, tootnote 1 and accompanying text.

3 In chis regard, contemporary commentary has also, by and large, polarised around ewo major
camps: those who consider that the corporate system serves the expectations of sharcholders,
i.c. proponents of the sharcholder primacy paradigm, and those who advocate the satistaction
of the interests of a variety of constituencies, i.e. the stakeholder value approach. Though
there are other theories “that can be found somwwheve between these two dominant theories. ., they
have attracted relatively Little support and have rarvely been articlated ™. See A. Keay, The Corpmvate
Obyectzve (2011, Cheltenham: Edward Elgar), ac 10-11; also J. du Plessis, J. McConvill &
M. Bagaric, Principles of Contemporary Corporate Governance (2005, Cambridge: Cambridge
University Press), at 14. For the purpose of this book, other theories outside these rtwo dominant
domains will not be explored in derail.



2 Shareholder primacy and corporate governance

technology, production and trading patterns.* In response to the growth of
internationalised business, matching improvements in the governance of
corporations have been increasingly called for. In turn, attention has been
focused more intensely on the transportability of “best practices” of corporate
governance, including diversified definitions of the objective of the corpora-
tion.” In the 1990s, much of the discussion seemed to have reached a consensus
on the superiority of the Anglo-American regime, observing a greater rhetoric
of Anglo-American shareholder primacy in many aspects of Conrtinental
European practices; these included the growing implementation of Anglo-
American information disclosure standards,® a rising number of hostile takeo-
vers’ and developments of stock markets in many Continental European
economies.® These changes persuaded many scholars that the Anglo-American
corporate governance system featuring shareholder primacy was going rto
become the ultimate formulation of best corporate governance practices.’
However, a sequence of several notorious corporate scandals since the beginning
of the new millennium revived the stakeholder-end argument in the corporate
objective debate, opposing much of the shareholder-oriented argument that
had been prevalent in the 1990s.'” Recent changes in Anglo-American corpo-
rate governance practice, including increasing societal practice by corporations

4 G. Brown, A Strong and Strengthening Economy: Investing in Britain's Future: Economic
and Fiscal Strategy Report and Financial Statement and Budget Report (2006, London: The
Stationery Office), ac para 1.3.

5 M. Rubach & T. Sebora, “Comparative Corporate Governance: Competitive Implications
of an Emerging Convergence”, (1998) 33 Journal of World Business 167; M. Guillén, Mudels
of Management: Work, Authority and Organisation in Comparative Perspective (1994, Chicago:
University of Chicago Press).

6 G. Jackson, Regiomal Integration and the Diversity of Corporate Governance: Some Lessous from
European Integration, A Memo Prepared for the RIETT International Symposium “Asian
Economic Integration: Current Status and Future Prospects”, 22—-3April, (2002), at 4.

7 “Burope’s New Capitalism: Bidding for che Future", The Economist, 12 February 2002, at 71.

8 J. Collee, “The Future as History: The Prospects tor Global Convergence in Corporate
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