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OVERVIEW

Steve Letza, Tadeusz Kowalski

So frequent and damaging are corporate failures (Probst, Raisch 2005),
or at least so it seems, it is almost a cliché to state that corporate govern-
ance is a critical legal, economic, managerial and societal issue. Under
the precepts of capitalism and globalization, defrauding, deceiving or
ignoring the wishes of minority investors counters the received wisdom
that investor protection is vital to financial development and economic
growth. It is well established that fraudulent behaviour, deceit or the ex-
posure of minority investors to self-interested directors, large sharehold-
ers or the markets, discourages participation, limits the availability of
equity to firms dependent upon external finance, and so constrains fi-
nancial growth.

Corporate governance has come of age and it is now established
that it is good for business, for example, one study found that investors
were willing to pay 18 per cent more, on average, for shares in American
or British firms with ‘strong’ corporate governance practices than for
a firm in a similar competitive position, but with a weak governance pro-
file (Coombes, Watson 2000, pp. 74-76). Moreover there is empirical
evidence to support the contention that good corporate governance is
significantly and positively associated with long-term shareholder
wealth.

Not withstanding this economic imperative, the social and envi-
ronmental irresponsibility of some corporations has seen the emergence
of a large, vocal, and occasionally violent protest movement, the central
objects of whose wrath are company directors, regulators and legislators.
Paradoxically, amongst the most devout capitalists, there is a healthy
body of opinion that shares the view of those they regard as ‘anarchists’
in that they believe that the ‘malefactors of great wealth’ must be reined
in. Consequently, corporate governance reforms are driven by both poli-
tics and shareholder activism.

The transition economies in Europe form an interesting and im-
portant sector in terms of both corporate governance per se and the insti-
tutional aspects of corporate governance. Many of these economies are
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referred to as ‘tiger’ economies, due to their high economic growth, and
are proving to be the seed-bed of economic activity in Europe. However,
sitting along side of the economic growth is the question of corporate
governance and institutional frameworks so vital in ensuring the long-
term sustainable development. It is these aspect which are considered
here.

In this book we gathered a collection of contributions dealing
with various aspects of corporate governance in the European arena.
Thus we examine, evaluate and criticise theories of corporate govern-
ance and approaches to its regulation and functioning, with an emphasis
on the European perspective. We identify a series of pan European is-
sues within contemporary corporate governance thinking. Our aim is
simply to engage in the current corporate governance discourse and
bring to the debate those issues of critical importance to Europe.
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