Corporate Governance and Control

Finance Working Paper N°. 02/2002
Updated August 2005

Marco Becht
ECARES, Université Libre de Bruxelles and ECGI

Patrick Bolton

Barbara and David Zalaznick Professor of Business
and Professor of Economics at Columbia University,
NBER, CEPR and ECGI

Ailsa Roell

Professor of Finance and Economics at the School
of International and Public Affairs at Columbia
University, CEPR and ECGI

© Marco Becht, Patrick Bolton and Ailsa Roéell
2005. All rights reserved. Short sections of text, not
to exceed two paragraphs, may be quoted without
explicit permission provided that full credit, includ-
ing © notice, is given to the source.

This paper can be downloaded without charge from:
http://ssrn.com/abstract id=343461

WWW.ecgi.org/wp



ECGI Working Paper Series in Finance

Corporate Governance and Control*

Working Paper N°. 02/2002
Updated August 2005

Marco Becht
Patrick Bolton
Ailsa Roell

We are grateful to Bernardo Bortolotti, Mathias Dewatripont, Richard Frederick, Stu Gillan, Peter
Gourevitch, Milton Harris, Gerard Hertig, Takeo Hoshi, Steve Kaplan, Roberta Romano, Christian
Rydqvist, Steven Shavell and Scott Verges for helpful input and comments.

* This survey has the same title and most of the content of our earlier survey article which appeared
in the Handbook of the Economics of Finance, edited by G.M. Constantinides, M. Harris and R.
Stulz, 2003 Elsevier B.V. Substantive new material is confined to section 8.

© Marco Becht, Patrick Bolton and Ailsa Roell 2005. All rights reserved. Short sections of text,
not to exceed two paragraphs, may be quoted without explicit permission provided that full credit,
including © notice, is given to the source.



Abstract

Corporate governance is concerned with the resolution of collective action problems
among dispersed investors and the reconciliation of conflicts of interest between various
corporate claimholders. In this survey we review the theoretical and empirical research on
the main mechanisms of corporate control, discuss the main legal and regulatory institutions
in different countries, and examine the comparative corporate governance literature. A
fundamental dilemma of corporate governance emerges from this overview: regulation
of large shareholder intervention may provide better protection to small shareholders; but
such regulations may increase managerial discretion and scope for abuse.
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