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EDITORIAL 
 

 
Dear readers! 
 

If there is one major lesson to draw from the financial crisis, it is that corporate governance matters. 

Major corporate governance players, i.e. directors, regulators and shareholders, but also policymakers 

and the general public, need to pay more attention to corporate governance. This tells us how firms 
operate, their motives and principles, their reporting lines, who they are accountable to, and how they 

manage profit, remuneration and, in the case of many financial firms, other people's money. When 

times were good, too many people took their eye off the ball and now we see the consequences. 

The question now is, what can be done to improve how financial firms operate? 

We expect four key areas for urgent action: risk management, pay and bonuses, the performance of 

board directors, and the shareholders‘ activism. 

Probably, the crisis has mostly thrown up some massive failures in risk management. Even where 
companies had mandatory internal controls on reporting for the financial accounts, their executives did 

not fully grasp or clearly communicate the financial risks of many of the instruments they were betting 

on. Many of these were in fact off the balance sheet prior to the crisis. To fill this gap, risk 
management must be seen in a corporate-wide perspective where the risk management system is 

continuously adjusted in line with a corporate strategy and the appetite for risk. 

The Financial Crisis Inquiry Commission's report repeatedly identifies corporate governance failures 

as a causal factor in the crisis of 2007-2008. For example, the report opines that: 

―We conclude dramatic failures of corporate governance and risk management at many systemically 

important financial institutions were a key cause of this crisis‖. 

It turns up some very curious findings. First, the U.K.‘s corporate governance regime is generally 
regarded as more shareholder empowering than is the U.S., which in the minds of many governance 

activists makes it superior. 

 

Second, there is some evidence that corporate governance standards widely regarded as best practice 
were actually associated with poorer performance during the crisis. 

 

Probably, the financial crisis addressed the new challenge to the academic community to investigate 
the new approaches to corporate governance in crisis. We will do our utmost to deliver the value to 

this process! 
 
 

http://www.fcic.gov/report
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