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Abstract

Corporate managers, as corporate managerial experts, play a very
important role in social economic development. In the era of knowledge-
based economy, there is an increasing demand for market specialization,
fast and efficient corporate strategy-making and execution. Therefore,
corporate operation relies more and more on corporate manager’s manage-
ment specialty. The managerial knowledge and talent of corporate manag-
ers have already become an element of the production, which is as impor-
tant as the investment from sharcholders. Their increasing importance
drives corporate managers to angle for higher positions in administrative
hierarchy of corporate. Their authority is extending and responsibilities
are increasing day by day. With the desire to satisfy their personal
interests’ growing, managers create a series of scandals by opportunism,
such as abusing power, wasting money and resources, neglecting their
job responsibilities or even fraud. How to restrain managers’ growing per-
sonal desire and fully develop their potential talent? The ultimate solution
lies in improving their understanding of morality. The real enemy of free
market economy is moral relativism. The real effective market police are
everybody’s conscience. Western developed countries have been already
paying attention to Confucius moral thought and cherishing Chinese value
of social relationship and ethics. Japanese executives have even put it in-
to practice already. In China, the specific measures to regulate mangers
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is the localization and humanization of the legal system. This means to
give legal sanction to Confucius business ethics and practise the profes-
sional moral code through legislation, to respect managers’ human re-
source values and motivate them to be creative and hard-working. This
book includes four chapters, with an introduction, a conclusion and fu-
ture outlook , which is about 187,037 words.

In the prefix, the main legal problems of corporate managers are
stated. The social division of labor resulted in the emergence of a new so-
cial class: managers who act as business managerial experts. Their status
and influence are of greater importance with the development of the econ-
omy. However, it is followed by the problems of slackness in their job,
abuse of power and fraud. Agency problem is troubling the development
of the global economy. Many social subjects (including law) are focusing
close on it. However, there has not yet been a perfect solution. The legal
system concerning with managers emerged early in Ancient Rome in the
form of lawsuit, but at that early stage of commodity economy, the devel-
opment of enterprise management u‘fas far behind what it is now. Nowa-
days, there are all kinds of complicated social relationships. New prob-
lems and conflicts are always emerging. What’s more, each area and eth-
nic groups has its own characteristics. As a result, we should look for
new methods to solve the agency problem according to our own condi-
tions. Corporate mangers are senior executives who are hired to offer
management service and are given the management authority. They in-
clude the chief executives of corporate subsidiaries and chief executive of-
ficers. Chinese corporate managers should be morally well cultivated and
the manager system should be the one that highly adopts ethical standards
under the traditional and cultural background.

The first chapter lays the theoretical foundation for regulating the
agency problem. The current solutions such as authorized agency theory,
theory of fiduciary, theory of governance, and theory of motivation have
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different degrees of flaws. The legal regulation of corporate managers
should go after the principles of safety, efficiency and respecting for indi-
vidual rights and values. The solution of the agency problem should make
use of the local resources and practise the combination of both moral en-
hancement and financial motivation: on one hand, corporate managers
should be encouraged to establish excellent professional ethical standards
which should be turned into legal rules so that their understanding of mo-
rality can be enhanced. On the other hand, benefit system provides them
job motivation financially. Competition and conflicts give corporate man-
agers great social pressure, but when the law regulates the competition, it
will turn the pressure into the driving force to them. This is the theory of
morality enhancement and financial benefits that is discussed in this
book. The law specifies corporate managers’ moral obligations, financial
benefits helps them to realize their ethics, and ethics ensures the safety of
their benefits and actualize their individual values. In this way, this the-
ory helps to get the ultimate solution to agency problem.

The second chapter deals with the management authority, ménagers’
rights and benefits. The management authority is the power which is de-
rived from corporate autonomy and it must have proper restraints and ex-
tensions. Under the constraints of market competition mechanism, corpo-
rate managers are forced to strengthen their self-restraint, which can keep
them from abusing their power; the economic development objectively
calls for the extension of corporate managers’ authority. The extension
and application of managers’ authority can eliminate corporate managers’
conservativeness and slackness to a certain extent. The powers of man-
agement does not equal to the personal rights of managers, so there
should be measures to ensure corporate managers’ rights to share surplus
revenues ( including profit surplus and corporate value-added). There
should be a limit to both rights and benefits, which are adjusted and con-
trolled by the professional ethics. Their power is balanced by the powers
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of shareholders’ meeting and board of directors, using the way of lawsuit
to confront their power to achieve a kind of balance (which is in accord
with the Chinese value of moderation and harmony). In addition, corpo-
rate managers can be motivated and restrained by setting up corporate
managers’ credibility files using the high-tech internet information sys-
tem. On the other hand, we can also draw from the developed countries’
practices to ensure the function of corporate managers’ authority by opera-
tional judging principle and to ensure their rights and benefits by meas-
ures like safe responsibilities, so that they can focus on their task without
other worries. )

Chapter three deals with corporate managers’ obligations. This obli-
gation has risen above the obligations morally or professionally and be-
come the legally speaking obligation ( obligation or legal obligation for
short) , including the loyalty and attention obligations to the corporation
as well as a third party. The faithfulness in traditional Chinese meaning is
different from the loyalty in Western countries. It includes keeping one’s
word and is more close to the spirit and basic value of this new era. Loy-
alty has already been accepted by the international community, while in
our country, corporate managers’ obligations are under the name of loyal-
ty but with the content of faithfulness. The attention obligation is one that
is at the professional level. The standards of professional ethics can be
made by the corporation, the guild and related civilian organizations, and
examined according to the standards by the state organs. The judicial de-
partments can confirm its effectiveness case by case. The establishment
of corporate managers’ obligation is good for building corporate managers’
social credibility, which brings security and efficiency. The social credi-
bility of corporate managers in China should be built around the core of
emotional trust, and ensured by legal punishment measures, which
means to restore the traditional emotional trust by legal forces and realize
general credibility using expert system and high-tech means.
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The fourth chapter is about the civil responsibility of corporate man-
agers. This includes the responsibility both to the corporation and to a
third party. Corporate managers should take on the responsibility to actu-
ally perform or take remedial measures or compensate for any losses if
they slack in their work. If a corporate manager does not take way of re-
medial measures, the corporation can terminate the contract and ask for
compensation for breaking the agreement and the infringement of interest.
To keep the corporate manager’s personal property under the corporation
is the result of business agency. This kind of right (disgolgeinent) is the
corporation’s passive request and is a relatively safe measure to take when
the corporate manager breaks the contract. This can coexist with the right
to ask for compensation for losses. If a corporate manager makes inten-
tional serious mistakes in his jobs, he and the corporation will be joint re-
sponsibility together to the third party when the corporation is solvent.
However, when the corporation is insolvent, the corporate manager
should be responsible for a third party directly and personally. Here the
corporate manager can defend against the compensation to a third party
and get the right for abrogation after he performs the compensation. We
should establish a sound guarantee mechanism and measures for corporate
managers’ responsibilities, including the group punishment and the law-
suit mechanism. The group punishment mechanism is good for strengthe-
ning corporate managers’ ability to take on responsibilities and avoids
making mistakes by supervising each other. The lawsuit mechanism can
provide strong guarantee of their responsibilities.

Key words: corporate manager, combination of moral enhancement
and financial motivation, management authority, legalization of profes-

sional ethics, safeguard benefits.
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