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2 This separation of ownership and control is often referred to as the “principle-agent problem.”
The principals are the investors also supply the capital, while the managers are the agents of the

investors who run the company.

3 These examples are draw from Jean Tirole, “Corporate Governance,” Econometrica, Vol. 69,

No. 1, January
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4 Pyramid ownership structures, for example, enable insiders at the top to extend their control
over corporations and vast corporate assets with very little direct equity ownership in corporations

lower down the pyramid.
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5The latter is known as self-dealing. See Charles P. Oman, “Corporate Governance and National
Development,” OECD Developent Centre, Technical Ppaers, No. 180, September 2001, p.34.
Available online at: http://www.oecd.org/dev/publication/tp1a.htm
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6 Andrei Shieifer and Robert Vishny, “A Survey of Corporate Governance,” The Journal of

Finance, Vol. LI, No. 2, June 1997, p.737.
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7 This list is drawn from a course for new directors developed by the Central European University
and CIPE. See CIPE web site for more information at: www.cipe.org
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in Sidanco has become a litmus test for foreign investment in Russia,” The Financial Times,
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9 ltis crucial that the laws and regulations correspond with the general public understanding of
and consensus on how assets should be held, used and exchanged. For more specific steps on
how this can be accomplished see Hernando de Soto (2000) The Mystery of Capital; New York:
Basic Books, p. 160.

10 Moreover, the lack of property rights institutions hinders companies from decentralizing,
specializing, subcontracting with competitive suppliers, offering reasonable insurance premiums,
and attracting investment —for—eign and domestic. It also complicates the use sophisticated
and creative asset combinations such as incorporated companies or flexible shareholding
arrangements such as debt-equity swaps, or engaging in long-term investments and contracts
essential for economies of scale. As a result, an economy will not be equipped to compete
globally and will run the risk of being excluded from global markets.
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institutions in the transformation to a market economy.” IMF Working Paper WP/93/75, 1993.
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2 For specific strategies on how to lower the cost of registering and running a formal business
see Catherine Kuchta-Helbing, “Barriers to Participation: the informal sector in emerging
democracies,” The Center for International Private Enterprise, November 2001, available on
CIPE web site at: www.cipe.org/efn/informalsector/papers.
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S For a comprehensive overview of the challenges involved in creating an impartial and
independent judiciary, see Pilar Domingo, (1999), "Judicial Independence and Judicial Reform
in Latin America," in Andreas Schedler et al., eds., The Self-Restraining State: Power and
Accountability in New Democracies. Boulder, Co.: Lynne Rienner, pp.151-175.

aaa3 3l el Bk oy LSall gLla alelill aal dba B,k dla ols il s I Blayl
Tl Lot ) s o I Sl g le il 8 el 8 e puadl 3l e ac Lty oSl e sl
oan s oS an J1SLELY ] Glas) I gusis oolsdll sia Jlaad Lle wlyl58 jaeas a8 Zoall pulsall
rosilly sl LR 3 g §5,She il Sigan (o anll L8] Lussalall e 58531 85,0 oia ]
) ) Sl b Tl sy oye aally
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The Self-Restraining State: Power and Accountability in New Democracies. Boulder, Co.: Lynne
Rienner.
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15 For a whole host of articles and links about reducing corruption, please see CIPE s Web site:
www.cipe.org. See also the Final Report on the Washington Conference on Corruption, "Fighting
Corruption in Developing Countries and Emerging Economies: the role of the private sector,"
sponsored by USAID, PriceWaterhouseCoopers, and CIPE, February 1999.
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"8 For more information about the importance of corporate governance in public enterprises and
for a copy of "The First Principles of Corporate Governance for Public Enterprises in India: Yaga
Principles for PEs," October 2001, email: yaga@hd1.vsnl.net.in. See also the Private Sector
Corporate Governance Trust Website: www.corporategovernance.co.ke.
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. Corporate Governance and Transparency in Emerging
Markets, the Institute for International Finance (February 2002):
www.iif.com/data/public/NEWEAG_Report.pdf.

« The Organization for Economic Co-operation and Development
(OECD) Principles of. Corporate Governance (1999):
www.oecd.org.

. International Corporate Governance Network (1CGN) Principles:

www.icgn.org/principles.html

= Statement on Global Implementation of 1CGN Voting Principles
(July- Statement on Global Corporate Governance Principles
(July 1999).

= Statement on Stock-Based Incentive Scheme Principles
(July 1999).

» Global Share Voting Principles (July 1998).

« Principles for Corporate Governance in the Commonwealth,
the Commonwealth Association for Corporate Governance
(November 1999) available at: www.combinet.net.

. Comparative Study of Corporate Governance Codes Relevant to
the European Union and its Member States by Weil, Gotshal and
Manges (March 2002) available at: www.weil.com.
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www.worldbank.org/html/fpd/privatesector/cg/codes.htm

*

The German Corporate Governance Code (Deutscher Corporate
Governance Kodex, 2002) available in German, English, French,
Italian and Spanish at: www.corporate-governance-code.de/

Desirable Corporate Governance in India—A Code, The
Confederation of Indian Industry:
www.ciionline.org/busserv/corporate/backup/cgcode.htm

The King Report on Corporate Governance for South Africa
2001: www.iodsa.co.za

The Combined Code: Principles of Good Governance and Code
of Best Practice, The U.K. Committee on Corporate Governance
(May 2000 -- under revision):
www.fsa.gov.uk/pubs/ukla/lr_comcode.pdf

Internal Control: Guidance for Directors on the Combine Code
(The Turnbull Report, 1999) by the Institute of Chartered
Accountants in England and Wales available at:
www.icaew.co.uk/cbp/index.cfm?aub=tb21_6242

Corporate  Governance Rule Proposals  Reflecting
Recommendations from the New York Stock Exchange and
Listing Standards Committee (2002) available at:
www.nyse.com/pdfs/corp_gov_pro_b.pdf

QL{J"‘.‘J“—;}M&"

« Cadbury Schwepps Code of Conduct: www. cadburyshweppes.com.

. Corporate Governance Guidelines, General Motors Corporation:
www.gm.com/company/investor information/stockholder_info/
corp_gov/guidelines.htm.
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. The National Association of Corporate Directors
www.nacdonline.org/.

. The Russian Institute of Directors
www.ricd.ru/news.php?arc=ves&I-=en.

. The Institute of Corporate Directors, The Philippines:
www.icd.ph.

. The Institute of Directors in Southern Africa:
www.iodsa.co.za.

@M\)\M‘)M\A\)Mwﬁhngwy ‘:;'\"d\

))‘}M
. The International Accounting Standards Board:
www.iasc.org.uk.

. The International Federation of Accountants: www.ifac.orgl/.

. Accounting Directory-—Associations:
cpateam.com/accounting-associations.htm.
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= The New Basel Capital Accord: www.bis.org/publ/bcbs61.htm

= Core Principles for Effective Banking Supervision:
www.bis.org/publ/bcbscl02.pdf

= Core Principles Methodology: www.bis.org/publ/bcbs61.pdf.
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The World Council for Corporate Governance at www.wcfcg.net

The European Corporate Governance Institute, at www.ecgi.org




