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Ouverture de
‘Corporate Governance Communications’

Silvio M. Brondoni

1. Overture

The globalisation of the market and the growth @hpanies into increasingly
complex, ramified networks that specialise in sfiedunctions, underline the
importance of communication and of the informatilaws that sustain relations
between a company’s executive organ, its managersbateholders and other
stakeholders.

o The evolution of corporate governance definitibase followed
various waves of corporate governance and sharemosttivism.
The first wave of shareholder activism was led lajomlong-term
institutional investors...These shareholders fougt Hoards and
board members to be sufficiently independent testresanagerial
dominance...The task of boards should be to createe véor
shareholders through firm value creation. (Cr. A.adBury,
Corporate Governance and Chairmanship, Oxford Unsitae Press,
London, 2002). A Second wave of shareholder activagcurred
after the trends of globalisation, ITC and new emom...Firms
became global, corporations were listed on majocktexchanges,
focus on market prices replaced focus on dividemdkstock options
became the key argument for managerial incentivese .tAird wave
of corporate governance evolution occurred afteg #tandals of
global corporations, calling for more ethical comade governance
and for creating sustainable value for shareownemsanagers,
employees, customers and local communities. (CfHike, D. O.
Neubaum, J. Gabrielsson, Corporate Innovation anmmmf@etitive
Environment, International Entrepreneurship and Idgerial
Journal, no. 1, 2005).
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In a complex framework of relationships, corporgd&ernance communications
and informations are of prime importance to manegesensus in organisations
operating on global markets with multiple structuog interests.

2. Corporate Governance and Competitive Dynamics

The current debate about corporate governance hegands the end of the
last century, focusing on the optimal corporateegnance conditions to ensure
effectiveness, correctness and transparency, tsustill far from any conclusion.

Recently, in fact, corporate governance principlage been critically revised,
in the light of globalisation and the consequentvneoncept of corporate
accountability. This exceeds the boundaries ofcthrapany’s operating space, to
search for positive and concrete correlations, maalern key, between a global
company’s potential for lasting success and the@pmte composition of the
interests of all the parties that converge in ttganisation.

o ‘A corporate governance revolution seems to béntpllace,
and while many official reforms have already beeassed
following Enron’s meltdown, boards are going evaurtifer,
instituting sweeping changes in their compositistiucture, and
practices on a scale not seen since skyrocketiegutive pay gave
birth to the modern governance movement in the 498€ee
Business Week, 7 October 2002, p. 58.

More industrialised countries are striving to deyegovernance models that
can sustain corporate policies with goals of rdligband transparency from the
viewpoint of market-space competition, i.e. nottpoted by administrative or
physical boundaries, that are designed to highlightone hand, the governance
decisions (generating consensus inside and outside organisation, about
relations between resources acquired, activitie®ldped and results obtained);
and on the other, positive relations with importatakeholders regarding the
actions and results of corporate governance.

We can identify three main approaches in the debateorporate governance.
The first typically focuses on the shareholder soyacy of corporate policies. This
developed in the past on the basis of a compawgal [dimension, whereas in
today's global markets, it often finds concrete lengentation in companies
operating in conditions of competitive scarcitg, usually with monopolistic supply
markets for raw materials or strongly regulatedebuharkets (typical examples of
this are corporations operating in oil extractiemergy and similar markets).

The second approach refers to the balance betviwgah®lder supremacy and
stakeholder interest. From a historical viewpdimt approach has taken shape with
the international development of corporate acésiti which introduced new
corporate governance standards to respond to \aaketa and the need for massive
recourse to financial markets. In today’'s globalkets, this corporate governance
approach often emerges in conditions of controflechpetition (for example, the
markets for products for smokers and specificdily static oligopolistic cigarettes
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market), where corporate governance reveals a raar@ay power that is absolutely
not subordinated to the shareholders, to the ittt joins forces and occasionally
opposes a shareholder power that is often higagnfiented.

And finally, the third corporate governance appfoaoncerns the conduct of
organisations operating with a stakeholder suprgmabere shareholders are a
class, albeit primary, of ‘stakeholders’. This apgwh is quite recent, developing
in the early 1980s due to the globalisation ofriterkets of large corporations —
particularly those based in the US, Japan and S&atka — which introduced
networking logics into their corporate policies,ckbng new problems of
economic and environmental sustainability, with tbsult that new needs related
to more heterogeneous and complex classes of sialeet have emerged.

3. Global Companies and Corporate Governance Commiation

The first stage, which focuses on the corporateegwance of companies
operating where competition is scarce (i.e. wheogparations control the
guantities offered and the related selling priceish global purchasing policies
and selling policies that focus on a large numbfdo@al markets), underlines the
importance of shareholder supremacy and of théegtkaconomic expectations of
these primary players who support the corporatk asd therefore play a
dominant role in the definition of standards aninnal rules and, as an obvious
consequence, in the appointment of governance srgan

An orientation to shareholder value highlights ¢bacept of corporate ownership
and in the extreme form outlined by the ChicagooBtbf Law and Economics, the
company is considered as an organised sum of ctstngth which several parties
develop transactions. By this approach, corporedeurces are the property of the
shareholders and management is an agent of thehsiders; moreover, the
competitive primacy of tangible production asse¢termines the importance of
corporate conduct based on ‘costs oriented manufagtcontrol’.

It is quite obvious that a shareholder supremagyaarh attributes very well
defined manifestations contexts and role to cofgogavernance communication.

In a shareholder value approach, corporate goveenabommunication takes
the shape of a very limited system of informatiowE (drawn up in simplified
lines, concentrated and closely controlled by @ntieadquarters), which
primarily address the owners, the majority shamrdéis and select media and
financial operators. Two-way communication flowe qaractically non-existent,
and even internal communication is very limited d&aes2 management only acts
as an agent of the owners. And finally, corporadeegnance communication is
strictly confined to aspects of corporate finanmyealing the importance of
financial communication operators.

On the other hand, when there is a balance betalmeholder supremacy and
stakeholder interest, business stakeholders domina. a specific class of
stakeholders, strongly motivated to control conipeti space and strongly
oriented to maximising corporate profitability.
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In companies where business stakeholders are domiltadsts oriented to
market control’ acquire particular significance. this approach, the parent
company headquarters determine a system of retatb@tween domestic and
international governance, centralising the debmitof strategic development lines
while fostering local development lines that evohan one hand, into top
management value, i.e. the critical role attributedthe grown of corporate
management (which in the case in point thus cdaskes the agent of the owners,
becoming a strategic resource that decides compahgies and decisions, in
particular defining the size and distribution obfits at a product and country
level) and, on the other, into the enhancementiofdn resources.

o ‘In 1945, antitrust was an American legal traditiovith no
impact beyond the national borders of the UniteateSt American
antitrust reflected the double belief that compmtitshould be the
highest organizing principle and that the economagcfions best
when competitors have limits for permitted acwgti Outside the
United States, competition was feared rather festerfor its
potentially disruptive and chaotic consequencedySiears later, we
can see that a major reversal of trend has takegl Competition
has become the name of the game, both in natiowhlrdernational
economic spaces. About one hundred countries hadayt a
competition policy and competition institutions ttheeem quite
compatible, at first sight, with the American amist tradition. The
last few years have also seen multiple attempfest¢ring antitrust
principles and institutions within the Transnatibrspace as well as
initiatives to spread a ‘culture’ of antitrust’. eeMarie-Laure Djelic,
Thibaut Kleiner, The International Competition Netit Moving
towards Transnational Governance, in M-L Djelic, ISahlin
Andersson (eds.), Transnational Governance, Cargéridniversity
Press, Cambridge, 2006, p. 287.

When shareholder supremacy and stakeholder intarestbalanced, intangible
product assets acquire greater significance, angrtbduct brand in particular, to the
point that the brand is often widely known while thanufacturer is entirely unknown.

In companies where control of competition spacesvails, corporate
governance communication takes a particular shajple,an integrated system of
communication and information flows that is actadibccasionally, with varying
intensity of the tools and messageshen necessary, for specific goals, in
particular markets), from time to time addressing the inside of tihgamisation,
the owners or the business stakeholders.

And finally, the globalisation of the world econonias made traditional
multinational organisations (multi-domestic busse=g obsolete. They have been
replaced by transnational organisations (networaoisations) that are in a
position to tackle the economic interdependencetanfiet markets (global
markets), because domestic markets are no longerate spaces but must be
managed as vast aggregate target markets.
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In global network organisation, the importance cbrporate network value’
emerges, and intangible corporate assets (corpafatdity, corporate culture,
corporate information system) acquire huge impadam\ policy of controlling
the competition becomes a priority, with the focos ‘costs oriented to
competition control’.

In a dynamic, constantly changing context, whicls leatended not only its
manufacturing and commercial boundaries but alsofirtancial boundaries,
corporate governance communication tends to adomorapetitive market
orientation, with a market-driven approach thatspctmpanies in a position to
tackle the challenges of the global markets.

Network organisations are characterised by stakenosupremacy, in other
words a stakeholder system prevails, with multiplesses of stakeholders. In
particular, the predominance of a stakeholder vi®mands effective relations
with complex systems of social interfaces and pesges the ability to prefigure
concrete, comprehensible, truthful and exhaustimewars to the cognitive-
evaluative demands put forward by different typestakeholders. It also outlines
the need to use periodical information flows, witbar, comprehensive messages
about the structures and means of implementingocate governance.

The change from a dominant shareholder view anthéss interest view to a
dominant stakeholder view highlights the importaoteorporate governance and
the need to recover consensus regarding compamatapes, accentuating the
role of corporate business communication, i.e. camgation regarding the
company as a whole, which aims to meet the needfl ofasses of stakeholders
for information, and is designed to achieve congeneegarding corporate
governance and the related economic, social andoemvental results.

In situations of stakeholder supremacy, the compamgt balance the often
conflicting interests of business stakeholders,iabostakeholders and finally
environmental stakeholders, In this complex viewgrporate governance
communication tends to be expressed with an intgrsystem of communication
and information flows, which are activated condgambwards the organisation
itself, the shareholders, the business stakehgldard above all the social
stakeholders. In fact, the establishment of effectielations with the social
interlocutors is largely influenced by the capacity prefigure concrete,
comprehensible, truthful and exhaustive repliesthi® demand for information
expressed by the various classes of stakeholderthid sense, the evolution of
governance and the affirmation of an integrated cepn of accountability
(administrative, economic, social and environméntelve caused institutional
communications to expand, with the result that comoations about the financial
statements are developed together with other gameen communication tools
(social report, environmental report, sustaingbiliéport, corporate governance
report, report on remuneration to governance orgents company management,
cash flow report, etc.).

Globalisation thus forces us to qualify corporateyeynance communication
with an approach designed to underline a corpocatiéure whose goal is
stakeholder supremacy and competition, emphasigiogymunication and
information flows, decision-making autonomy and @pi&g accountability.
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The development from a local business (and them feo multi-domestic
business) to a global network organisation, i.e tmmpany with several relevant
competitive spaces, questions many consolidatedepts, because the space
becomes the critical element, demanding considerfiatibility and commitment
to govern organisations that are often ‘spread’®exeral countries, and owners
that are often volatile and fragmented.

Corporate governance communication of global nétwarganisations
therefore interfaces with employees, co-makers padners, emphasising the
corporate ethics of the new values of citizensHiphe global corporation, in a
context of integration and continuous contrast ketwthe transparency and the
opacity of corporate policies.

The contrasting motivations of transparency andcibpahat underpin the
corporate governance communication of global nééwoorporations, blends
perfectly in the opposing visions of the so-calledrporate view (i.e. the
corporation’s corporate and unitary perspectiveld she stakeholder view (the
multiform and very differentiated perspective egsedl by the various
stakeholders). The stakeholder perspective strifaes corporate governance
communication based on standards of equity, fatnemprehensiveness,
timeliness and transparency of the flows dissemth&b the various interlocutors,
whether internal, co-makers or external. The c@@operspective, on the other
hand, presupposes information flows based on: agynoa information, which
envisages the openness of the company system tgeddiaareflect the different
publics in the various markets. This openness risctly linked to the interests
highlighted by individual groups of interlocutotbg specific nature of information,
i.e. interpreted to pursue definite and contingeatrporate interests and
disseminated through the most appropriate chanthelgartiality of information, in
other words a deliberately limited ‘view' of factésxd events, to highlight their
positive peculiarity for the organisation; and fipafrom a corporate viewpoint,
corporate governance communication often tendsetachmracterised by ‘news
timing control’ (dissemination of information toehvarious stakeholders that is
controlled in terms of content, times and meansliséemination), and by ‘non-
timely information’ (i.e. the planned trend to ‘staone step behind’ of the
information expectations expressed by the stakehaslgstem).

In fact, with the continuous contraposition betwées corporate view and the
stakeholder view, corporate governance communicdias to take into account
modern conditions of market-space competition, tvhautline sophisticated
competition boundaries with a global matrix, in @hispace and time come
together to dynamically form and modify the releveompetitive context. In this
dynamic context, the global company tends to formoaplex vital system,
focused on competition, with an operating horizoat rises above the traditional
dimensions of time in a specific space, referred tdosed environment.

In concrete terms, the continuous contrapositiotwéen the corporate view
and the stakeholder view obliges global comparsesoime to terms with their
social responsibilities which, in the modern eviolntof industrialised economies,
puts global corporations forward as the most pawesfganised structures of
change, to solve the social and environmental problof our age.
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