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http://www.southhpp.org/paper/39

WHY ? .... Good Governance

Forced by an economic crisis in 1997

Good Governance is vital for the development of a healthy and competitive corporate sector

Wide dissatisfaction with performance

Corporate Governance, more as a weapon for boosting competitiveness

Corporate Governance give more and more freedom to the enterprises
to function in a competitiveness

There is a consensus among researchers that state-owned enterprises often lack the efficiency

Academic Research Has Documented That Economic Performance
Significantly Related To Governance System

Corporate Governance is one of the key elements in improving economic efficiency and growth
Debatable but the consequences are not

The 20" century might be viewed as the age of Management

0
The early 21" century to be more focused on Governance %
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| The Worldwide Governance Indicators (WGI) 2008

1. Voice and Accountability

2. Political Stability and Absence of Violence
3. Government Effectiveness

4. Regulatory Quality

5. Rule of Law

6. Control of Corruption

0
The aggregate indicators combine the views of a large number of enterprise, citizen of 212 countries %
and territories over the period 1996—2007 and expert survey respondents in industrial and developing countries
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Corporate Governance

IS one of the key elements in improving economic efficiency and
growth. It serves as a deterrent to mismanagement and infuses
discipline in the decision making process of boards of directors
encourages management to achieve their corporate aims through
more efficient use of resources and more stakeholder careful.



Stakeholder

External
Stakeholders

TG &Y Internal Stakeholders

Corporate
Governance
Guideline
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Local
Communities

State-owned enterprises are distinct from private because they have
a larger social function complementing the profit motive.




OECD Principle For SOE Good Governance

1. Ensuring an Effective Legal and Regulatory Framework for SOEs

should be developed in order to ensure a level-playing field for SOEs and the private sector in areas where they
compete and with the view to promote good corporate governance practices

2. The State Acting as an Owner

should act as an informed, accountable and active owner and establish a clear and consistent ownership policy
ensuring that the governance of SOEs is carried out in a transparent and accountable manner, with the necessary
degree of professionalism and effectiveness

3. Equitable Treatment of Shareholders

should recognize the rights of all shareholders and ensure their equitable treatment and equal access to corporate
information

4. Relations with Stakeholders

should ensure SOEs fulfill their responsibilities towards stakeholders and report adequately on stakeholder matters
5. Transparency and Disclosure

should observe high standards of transparency

6. The Responsibilities of SOE Boards

should have adequate authority, the necessary competencies and sufficient objectivity to carry out their function of
strategic guidance and monitoring of management. The board should act with integrity and be accountable for its

actions (%}
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1. Accountability
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2. Responsibility
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3. Equitable Treatment
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4. Transparency
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5. Vision
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6. Ethics
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New Public
Management
L |

Democratization
| |

HUIAALTING W]

e Adgnnnedseaen (values)

LAsugAansilanalaan

Marketization

Efficiency
Value-for-money

ANSUSHIsaRNISHNe BN

Managerialism

Effectiveness ,Quality
Accountability

3gAans (Usz9193)

Participatory State

Participation
Transparency
Responsiveness
Decentralization

NHRANI1GNRITU

Public law

Rule of law
Fairness Impartiality

L

A15USKIsNaNISUULHBNA (Good Governance)




Public Sector Reform

New Public
Management

Efficiency Value
for money

Effectiveness
Quality
Accountability
for results

Market mechanism
Modern Management
(Business approach)

Good
Governance

Democratization

Participation
Transparency
Responsiveness
Decentralization

Rule of law

Participatory State
Communitarianism
Direct Democracy (@é
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Thai Citizen as Consumers \ ﬂnhanced Operational Efficiench

and Tax Payers

More satisfaction from

- Availability, Quality and
Reliability or Services

- More Responsive and
Accountable Organizations

- Justifiable Price of Services

- More Efficiently :lower taxation
\ * Good Governance f . /
= Sustainable \

- Better rewards to performing
management and employees
- Efficient uses of public resources

Benefits
Freed-up Public Resources Development and Transition
for Other Needy Areas of National Economy
- Free up resources to more - Enhance competitiveness of
demanding and critical areas the nation
- Easing fiscal burden of - Help develop and
Government Improve capital market
- Attract foreign capital inflow

\_ VAN P




Four Key Issues In The Corporate Governance of SOE

1. How To Define Corporate Governance For Public Firms?
— Securities Laws, Disclosure Regulations

— Other : Accounting Rules, Competition Rules

2. Why Has Interest In Governance Surged Recently?

— Has Become Key Issue For Policy-Makers & Civil Society

3.What Specific for the Government take to Create an Efficient Governance System?

— Both Challenge & Opportunity For Divesting Government Burden

4. What Is The Economic Payoff From Efficient Governance?

— Capital Markets Are Increasing

— Critical To Economic, Political Success
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WHAT DRIVES Corporate Governance ?




Corporate Governance

Is achieved through......

Self Discipline <4 Ethics
Regulatory Discipline <4mm Processes

Market Discipline 4mm Business Structures

Capital market discipline 4m Provide low cost financing
to well-performing firms



Mental Models

Extreme

Business View

O

Environment

Extreme

Sustainability View
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Corporate Governance Management Role

Ownership functions (Board policy framework)
Government _
Not management functions

Board of Dlrectors Issue the guidelines for management

_' independent directors
= Genuine
= Qualified
= Not Government Nominees

Q Bring fresh perspective and experience
0 Balancing influence between the politicians and boards
0 Bring Good Governance Concept

day to day operation

0 Go the whole way and put in place effective audit committees g
0 Not compromise and concession (E}




Corporate Governance Guidelines

1. Planning
2. Key Performance

6. Controlling Indicators (KPIs)

Corporate Governance

Practice Guidelines

3. Operations/

5. Leading 4. Organizing Implementation

(e%
Sources from “Guidelines on Corporate Governance in Hong Kong”, published by HKloD
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