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Chapter preview

In this chapter we examine the main principles of corporate governance and business 
ethics in the light of a number of high profi le business failures in recent years. The 
topics that we cover include:

● The nature of corporate governance and business ethics.
● The relevant economic theories.
● Approaches to achieving effective corporate governance.
● The need for an effective board of directors.
● Executive remuneration.
● Corporate governance and accounting.
● Ethics and corporate governance.

 

Introduction

In recent years, failures in corporate governance in the UK, USA and Australia have 
caused major disquiet among the key business stakeholders and shaken the confi -
dence of the public at large in both the corporate sector and the various oversight 
bodies that are responsible for ensuring effective corporate governance. Scandals 
such as the demise of BCCI, Barings Bank and the Maxwell media empire in the UK, 
Enron and WorldCom in the USA and the HIH Insurance Group in Australia, hit the 
international media because these major business failures have pointed to a lack of 
leadership from company boards, indifference from institutional investors, ineffec-
tive audit procedures and a lack of regularity oversight by a variety of professional, 
institutional and government watchdogs.
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