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Defining corporate governance 

 

• “The system by which companies are directed and controlled.”  

 
Sir Adrian Cadbury, Committee on the Financial Aspects of Corporate Governance (1992) 

 

 

 

• “Corporate governance involves a set of relationships between a 

company’s management, its board, its shareholders and other 

stakeholders. Corporate governance also provides the structure through 

which the objectives of the company are set, and the means of attaining 

those objectives and monitoring performance are determined.” 

 
(OECD, 2004 and 2015)  
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New key principles 

• The corporate governance framework should 

recognise the rights of stakeholders 

established by law or through mutual 

agreements and encourage active co-

operation between corporations and 

stakeholders in creating wealth, jobs, and the 

sustainability of financially sound enterprise. 

 

• The board should apply high ethical 

standards. It should take into account the 

interests of stakeholders. 
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Key areas of national difference in European 
Corporate Governance 

 

1. Board structures –one-tier versus two tier boards 

2. Codetermination–differing degrees of employee involvement on 

boards 

3. Differences in legal duties –shareholder versus stakeholder 

orientation 

4. Ownership structures –concentrated versus dispersed ownership; 

differing importance of institutional ownership, family ownership, 

state ownership, bank ownership and ownership by individuals 

5. Historical/cultural differences in business norms and practices 
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A first evidence of stakeholder inclusion: 
Employee involvement on boards  
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A first evidence of stakeholder inclusion: 
Differences in legal duties? 

Corporate Governance Codes 
 

• Germany (May, 2015): The Management Board is responsible for independently 

managing the enterprise in the interest of the enterprise, thus taking into account the 

interests of the shareholders, its employees and other stakeholders, with the 

objective of sustainable creation of value.  

 

• France (June, 2013): The Board of Directors is mandated by all of the shareholders. It 

exercises the powers that have been assigned to it by law in order to act in the interests 

of the company…. It is not desirable to have within the Board representatives of 

various specific groups or interests because the Board could become a battleground for 

vested interests instead of representing the shareholders as a whole.   

 

• Italy (July, 2015): The directors act and make decisions with full knowledge of the facts 

and autonomously pursuing and placing priority on the objective of creating value for 

the shareholders over a medium-long term period. 

 

• Lux (March 2013): The Board shall be responsible for the management of the company. 

As a collective body, it shall act in the corporate interest, and shall serve all the 

shareholders by ensuring the long-term success of the company. 

 

• UK (April 2016): The board is collectively responsible for the long-term success of the 

company. 
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A first evidence of stakeholder inclusion: 
Differences in legal duties? 

 

 

o Long-term success of the company 

o Sustainable creation of value 

o Interests of the company 
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Differences in legal duties? 

But even the most “shareholder oriented”… 

       

                                                                                …should be “enlightened”  
 

UK, Company Law Act (2006), Section 172, “Duty to promote the success of the 

company”  

 

A director of a company must act in the way he considers, in good faith, would be most 

likely to promote the success of the company for the benefit of its members as a whole, 

and in doing so have regard (amongst other matters) to 

 

a) the likely consequences of any decision in the long term 

b) the interests of the company’s employees 

c) the need to foster the company’s business relationships with suppliers, customers 

and others 

d) the impact of the company’s operations on the community and the environment 

e) the desirability of the company maintaining a reputation for high standards of 

business conduct, and  

f) the need to act fairly as between members of the company 
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A true stakeholder governance framework 

King Report on Corporate Governance (South Africa, King IV, draft) 

 

 

 Corporate governance is about the exercise of ethical and effective 

leadership by the governing body 

 

 When considering the strategy, the governing body should consider the 

legitimate and reasonable needs, interests and expectations of 

stakeholders  
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Stakeholder governance in the financial 
sector 
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Stakeholder governance in the financial 
sector 

• European Commission (2010, 2011, 2012): In addition to shareholders' 

interests, which are essential in the traditional view of corporate 

governance, financial institutions also need to take better account of 

other stakeholders' interests. In particular, the creation of a specific duty 

for the board of directors to take account of the interests of depositors and 

other creditors in their decision-making ('duty of care') could help 

encourage the board of directors to adopt less risky strategies and improve 

the quality of the financial institution's long-term risk management 

 

• Basel Committee (2010, 2015): The board must take into account the 

legitimate interests of shareholders, depositors and other relevant 

stakeholders and that the bank's governance can be improved by 

considering a variety of legal issues, such as the protection and promotion 

of the rights of shareholders, depositors and other relevant stakeholders.  

 

• EBA (2011): This orientation also tends to support trust in the reliability 

of the banking system.  
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Multi-Stakeholder governance 

A matter of democracy?  
 

• seeks to bring stakeholder together to participate in the dialogue, 

decision making, and implementation of solutions to common problems or 

goals  

• increases opportunities for effective participation by those most directly 

impacted by decisions and  

• ensures that decisions made are reflective of and responsive to the 

broadest range of those who must bear the consequences 

 

 

A matter of cooperation? 
 

• common forums to engage in consensus-oriented problem-solving 

• collection of expertise from government, business, the technical 

community, and civil society to properly understand the impact on all 

participants of certain approaches to governance and policy 
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Multi-Stakeholder governance 

A matter of conflicts of interests?  
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Inter-stakeholder Intra-stakeholder 

conflicts between 
stakeholder groups, 

such as between 
investors and 
managers or 

managers and 
employees… 

stakeholder with 

different roles (i.e. 

shareholder and 

client), interests, 

expectations 

How to manage it?  

 

Set boundaries. 

Set priorities. 
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Stakeholder management: Which are the 
relevant Stakeholders? 

• Stakeholder  any group or individual who can affect or is 

affected by the achievement of the organization‘s objectives 

(Freeman, 1984) 

 

• Urgency, power and legitimacy determine how much attention 

management will give to various stakeholders (Mitchell, Agle & 

Wood, 1997)  

 
– Urgency: the degree to which stakeholder claims call for immediate 

attention 

 
 time sensitivity: degree to which managerial delay in attending to the claim 

or relationship is unacceptable to the stakeholder 

 criticality: importance of the claim or the relationship to the stakeholder 

 

– Power: stakeholders possess power to influence the company 

 

– Legitimacy: stakeholders have legitimate relationship with the 

company 

 

 

 

18 



Stakeholder management: Which are the 
relevant Stakeholders? 
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Stakeholder management: the relevant tools 
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• their interest 

• their power within the organisation 

• their capacity to take action and to implement 

where do they fit in the organisation 

• their goals organisational and personal 

• how approachable they are 

• their opponents or supporters 

• the criteria the stakeholder would use to judge 

the organisation’s performance (expectations of 

organisation) 

• how well the stakeholder believes the 

organisation is performing 

• the stakeholder’s judgement 

Stakeholder analysis (brainstorm): 

? 



Stakeholder management: the relevant tools 
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• The Bank has developed a body of existing experience in engaging 

with a broad range of stakeholders. This work has increasingly 

become a matter of regular practice and, in various cases, has been 

a source of innovative solutions to country needs and development 

challenges.  

The World Bank: «Guidance note on bank multi-stakeholder 

engagement» (2009) 



Stakeholder management: the relevant tools 
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UNEP  (2005, «The Stakeholder Engagement Manual») 



Stakeholder management: the relevant tools 
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