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Preface

The Companies Act 2006 was a landmark in the evolution of com-
pany law in the UK. Its sheer size alone makes it remarkable-with
1,300 sections and 16 detailed schedules it has the reputation of being
the largest single piece of legislation ever passed by the British Parlia-
ment. Yet, its true significance lies in its substance rather than its
size.,

Before the Companies Act 2006, company law in the UK rested
on foundations that had been put in place in the nineteenth century.
This law had many positive features but there were also many prob-
lems. Over the years, the patchwork of regulation had become increas-
ingly complex and, inaccessible to non-specialists. Although many
rules and principles had stood the test of time well, others had become
outdated. The need for modernization was a principal driver of the de-
tailed and careful reviews that led up to the enactment of the Compa-
nies Act 2006. The aim was to combine the best of the past with new
thinking in order to produce an overall framework of company law that
would be up-to-date, competitive and forward-looking, and that would
facilitate enterprise.

Now that the Companies Act 2006 has been in operation for sever-

al years, a body of evidence as to its practical impact is starting to
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build. To take just one example, one of the key innovations of the
Companies Act 2006 is the formulation of the overarching duty of loyal-
ty of directors as a duty to promote the success of the company in the
interests of its members. To fulfil this duty, directors must have regard
at least to (a) the likely consequences of any decision in the long
term, (b) the interests of the companys employees, (c¢) the need to
foster the company s business relationships with suppliers, customers
and others, (d) the impact of the company% operations on the commu-
nity and the environment, (e) the desirability of the company maintai-
ning a reputation for high standards of business conduct, and (f) the
need to act fairly as between members of the company. The inclusion
of this list of factors to which directors must have regard has led to the
duty being described as one that mandates an ‘ enlightened shareholder
value’ approach. The enlightened shareholder value approach implies
that directors who concentrate simply on maximising shareholder value
on the short term are not fulfilling their statutory duty. Yet, whether
the law and the realities of business practice are well-aligned with each
other remains highly contestable. There are some who would suggest
that the reality is that the Companies Act 2006 Las not done enough to
shift the focus from short-term profit maximisation to longer-term, sus-
tainable and welfare-enhancing goals.

Scholars from other legal traditions who can view arguments from
a different perspective can greatly enrich debates such as that taking
place in the UK around the fundamental responsibilities of directors
and the role of the law in inculcating appropriate standards of behav-
iour. By making the UK source material more easily accessible to Chi-

nese scholars, Professor Weijun Ge has provided the vital foundation
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for much fruitful and stimulating two-way dialogue between Chinese
and British scholars of company law. His work represents a major con-
tribution to transnaticnal comparative scholarship that should help to
build strong links between legal families.

The fact that the book is in its second edition merits a specific
comment. A certain amount of stability in the law is important. Con-
stant revisions would make it hard for businesses to make long-term
plans, and would be costly. Yet, at the same time, the law needs to
be kept up-to-date, especially in a field such as company law where
out of date rules and regulations would have the potential to hold busi-
nesses back and dampen national competitiveness. The Companies Act
2006 has certainly not stood still in the years since its original enact-
ment, and there have been very many detailed amendments. A second
edition is therefore most welcome. This edition contains a fully com-
prehensive translation of the legislation including all the changes up to
March 2012. This allows readers to rely on this work, safe in the

knowledge that it is a reliable source of the latest information.

Professor Eilis Ferran
Chair of Faculty Board
Professor of Company and Securities Law & JM Keynes Fellow
Law Faculty, University of Cambridge
24 Apnl 2012
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