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PREFACE

The explosion of the global financial crisis in 2007-08 reignited the
urgency to reflect on the origins and causes of financial collapses. As
events during the above period triggered an economic meltdown that is
still ongoing, comparisons with the Great Crash of 1929 started to abound.
In particular, the externalities that a broad spectrum of societal groups had
to bear as a consequence of various banking failures highlighted the
necessity of a more inclusive and balanced regulation of firms whose
activities impact on a wide range of stakeholders.

Research on this project started in late 2007, at a time when the “credit
crunch” in the UK and US revealed the first stage of a much deeper and
broader financial distress that eventually unfolded later in 2008. The
following months in fact unveiled the full scale of the downfall of the
global financial system and the subsequent economic crisis that we are still
witnessing. The events characterising the global crisis progressively
became part of the background of this book, linking to what had happened
at the beginning of the decade in North America (Enron, WorldCom) and
in Europe (Parmalat). Eventually the collapse of Lehman Brothers in
September 2008 opened up the floodgates of academic debates on the very
topical issue of financial crises and financial regulation.

Beyond these pressing issues, this research originated from the desire
to explore the interplay between corporate governance and financial
transactions in order to explain the genesis of the scandals that occurred
between 2001 and 2003. This angle of enquiry proved to fit very well into
the study of the more recent banking failures in the context of the global
crisis. More specifically, the breakdown in the control of managerial
behaviours, coupled with the very offspring of that managerial freedom,
namely the abuse of capital market finance, provided the ideal platform to
analyse and explain the financial scandals that occurred over the last
decade. As research evolved, and as the initial consequences of the
financial catastrophe became clear, the legal analysis conducted
throughout the book started to point towards a converging set of
conclusions. These eventually contributed to define the concept put
forward as “enlightened sovereign control”.

The book is centred on the proposal of this paradigm, the “enlightened
sovereign control”, that provides a theoretical, institutional and substantive
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framework as a response to the legal issues analysed in the book. These
stem primarily from the analysis of two sequences of events (the 2001-03
wave of “accounting frauds” and the 2007-08 global crisis) which, as said,
represent the background upon which modern financial scandals are
explained. This is done by highlighting a number of common denominators
emerging from the case studies (Enron and Parmalat, Northern Rock and
Lehman Brothers) which all led to financial instability and scandals and
illustrated the legal issues identified in the book. The research is grounded
on the initial recognition of theoretical themes in the field of corporate and
financial law, which eventually link with the more practical events
examined. This parallel enquiry leads to the investigation of two heavily
interrelated spheres of law and finally highlights more practical legal
issues that emerge from the analysis.

Through this multifaceted approach, the book contends that the
occurrence of financial crises during the last decade is essentially rooted in
two main problems: a corporate governance one, represented by the lack
of effective control systems within large public firms; and a corporate
finance one identified with the excesses of financial innovation and related
abuses of capital market finance. Research conducted in this book
ultimately seeks to contribute to current debates in the areas of corporate
and financial law, through the proposals of the “enlightened sovereign
control” paradigm.

This book is based substantially on the work undertaken in the context
of my doctoral degree at the University of Manchester. This long, exciting
and at times daunting adventure has been a journey beyond my
expectations and an unparalleled learning experience. | have been very
fortunate to meet a number of inspiring people at Manchester since my
LLM in 2005-06. The willingness to embark on a research degree and on
such a committing project stemmed to a high extent from that early
experience, from the truly exciting lectures | attended and the joyous study
shared with marvellous classmates. Inevitably, such an extended
endeavour resulted in a number of intellectual debts. Firstly, 1 need to
thank my PhD supervisor, Dr Pierre Schammo for the guidance he
provided over two and half years. | am very thankful for his direction and
for the intellectual stimulations that helped me to shape this work. I am
indebted to Dr Sarah Wilson, who supervised me for the first two years of
my degree and introduced me to the beauty of research work by
awakening my motivations and by pushing me to do it full-time. | also
thank Dr Rilka Dragneva-Lewers, my second supervisor, for always
providing useful comments on my work. | am very thankful to Professor
Emilios Avgouleas for the invaluable advice he offered on my research
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and generally for his continuous interest in my academic development.
And thanks to Dr Jasem Tarawneh for the help and support when | started
teaching at Manchester. Last but not least, | am deeply grateful for the
very constructive comments | received during my PhD viva by Professor
David Milman and Mr Gary Lynch-Wood.

Over the past five years | have also been fortunate to come across and
interact with a number of incredibly interesting colleagues and friends at
Manchester. Conversations over lunch, debates in the Law School’s
corridors and research seminars all helped to fuel ideas that eventually
flowed into this book. Special thanks to Folarin, Kabir, David, Shane,
Rachael, Tim, Cecilia, Lola, Uche, Olive, Jorge, Franklin, Bo, Fang,
Ozgur, Mel, Herbert, Ajay, Tareq, Tianzhu, Leander, Eduardo, Emmanuel,
Swati, Lala. Much gratitude is also owed to my colleagues at Kingston
University for their support over the past year and half since | joined the
Law School over the Hill, and to the patient staff at CSP for the editing
work on my manuscript.

Finally, but more importantly, thank you to my family for the constant
support and relentless encouragement and to Sarah, for being there when it
mattered and for her understanding and help.

Vincenzo Bavoso, Manchester/London,
September 2012
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CHAPTERONE

INTRODUCTION

“We make the rules, pal. The news, war, peace, rfamiipheaval, the
price of a paper clip. We pick that rabbit out ohat while everybody sits
around wondering how the hell we did it. Now youl# naive enough to
think that we're living in a democracy, are youdBu? It's the free market,
and you're part of it".

—Gordon Gekko, 1987

1.1- Research Background

Financial crises and scandals have existed foroag las it can
probably be recorded, as long at least as a sysiErmoney and
rudimentary banking can be traceHvents such as the Tulip Mania in
mid-1630$ and the South Sea Bubble in 1720vakened very early
concerns about the dangers and oscillations ohfi@aat a time when the
success of geographical and industrial enterpris¥e deemed worth the
exploration of innovative commercial models.

From those early days finance has developed intanareasingly
complex “science”, one which over the last threeades has come to
represent a very substantial slice of the econ@aystem, particularly in
certain countries where legal reforms and econothieories have
contributed to the flourishing of financial econ@®ias opposed to
industrial ones. The progressive globalisation of this economic etod

L “wall Street”, directed by O. Stone, 1987.

2N. FergusonThe Ascent of MongyAllen Lane 2008, ch.1.

3 S. Kuper “Petal PowerEinancial Times12 May 2007.

4 See M. Balen A Very English Deceit: The Secret History of theitBoSea
Bubble and the First Great Financial Scanfdlourth Estate 2002.

5 L.E. Mitchell “Financialism. A (Very) Brief Histo’, 2010, available at
http://ssrn.com/abstract=1655739. Even though eéhomic model has become
virtually global, it can be said to refer predommtip to Anglo-American
economies where financial markets have become ¢hedn of a nhew economic
order where institutions therein trade to servartben purposes and do not
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over the last fifteen years made societies arotedptanet increasingly
dependent on (and acceptant of) market fluctuatamd cycles, on the
“ups” and “downs” deemed intrinsic features of fioally driven
economies.

Over the last decade then, a number of corporatefiaancial events
have severely shaken the foundations of economatesys based on
financial services industry. The book contends ttved sequences of
events (the 2001-03 wave of accounting frauds &ed2007-08 global
crisis) provided the background to analyse andampiodern financial
scandals. It starts with the observation that fof@ncrises from the last
ten years are essentially rooted in two main problea corporate
governance one, represented by the lack of effecdntrol systems over
those who run the company, and a corporate finaneeidentified with
the excesses of financial innovation and relatasseb of capital market
finance. In response, the book offers a new panadigeferred to herein
as “enlightened sovereign control” (ESC) — whiclt@npasses a new
institutional framework for the regulation of cenacorporate and
financial activities and substantive solutionshe kegal issues emerging in
the research.

The backdrop of the research is, as mentioned, madenumber of
case studies (Enron and Parmalat first, and therthblm Rock and
Lehman Brothers) which, by pointing at a numbecahmon denominators
underscoring the emergence of financial scandadsgameral instability,
provide evidence to corroborate the book’s hypathéghe analysis and
explanation of financial scandals is conducted Ighlighting the legal
issues that have consistently arisen as main thénmesthe case studies.
In particular, the study of financial scandals dols the path of the two
main legal strands of the research, that is: catedaw and financial law.
In the context of a legal enquiry into financiaisess, these areas provide
an ideal setting to examine theoretical and practieterminants recurred
over the past decade. Moreover, the combinatiotihese two spheres of
law offers a comprehensive perspective into thdysand a multifaceted
approach to the understanding of events that h#iverwise been often
branded with mono-dimensional slog&ns.

provide resources to fund industry or society. Tdevelopment will be further
illustrated in the thesis.

5 Arguably most of the works that followed corporated financial scandals have
concentrated on the analysis of one of these tgal laspects and have therefore
looked at financial scandals from the perspectiveeither corporate law or
financial law. This approach is probably what ledthe aftermath of Enron,
WorldCom and Parmalat, to tag these events as atinguscandals, or as



Introduction 3

1.2— Current Status of Research

The explosion of corporate and financial collapkas over the past
decade triggered research and debates on thein.o8gme of them have
to a substantial degree been employed to validetetheoretical base of
this book and are herewith briefly signposted.

In the area of corporate law, the work of Berle Mehn$ represents a
starting point of the research, especially witharelg to their recognition
of new ownership patterns appearing in the Americarporate world.
Empirical data collected over a nhumber of Americanporations in the
1930s led to a redefinition of the legal environtewithin which
shareholders and managerial powers were dividede Band Means in
particular introduced the concept of “manageriavpd that had come to
dominate US firms, as a consequence of increasspgeision of share
ownership and new legal framework governing shddefie’ rights?
Similarly, Cheffins more recently conducted a pataénquiry into the
changing business environment characterising Ukpamations, and he
strongly pointed to the role played — within ditfat stages of British
history — by widely-held firms in the broader legahd economic
environment,

In the attempt to define the causes of differenhenship structures
and their conduciveness to corporate instabilitgffé2 investigated the
interplay between legal rules and institutional @yics, such as the
development of market-based, self-regulatory iastihs, as main
determinant, denying therefore a more central piégred by the “legal
origin”*® theory™'A similar conclusion is reached by Roe, who, dedyin

corporate governance collapses, whereas the coepfinance side of the story
proved later to be equally central.

" A.A. Berle and G.C. MeansModern Corporation and Private Propetty
Original edition published in 1932 by Harcourt, 8za& World; New Brunswick
London 1991.

8 |bid.

® B.R. Cheffins Corporate Ownership and Control; British Business
Transformed, OUP 2008.

1OR. La Porta, F. Lopez De Silanes, A. Shleifer Rad. Vishny “Law and Finance”
106Journal of Political Econom$113, 1998.

11J.C. Coffee Jr “The Rise of Dispersed Ownershipe Roles of Law and the
State in the Separation of Ownership and Contddl?, Yale Law Journall, 2001;
J.C. Coffee Jr “Dispersed Ownership: The TheoriElse Evidence, and the
Enduring Tension Between “Lumpers” and “SplittetsThe Centre for Law and
Economic Studies, Columbia University School of Lerking Paper No. 363,
2010.
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the centrality of “legal origin” explanations, pt&d at both historical and
political factors influencing corporate and finaalcienvironments? A
different perspective on the debate is offered ligd®, who emphasised
the importance of good corporate laws rather thaneoship structures, as
main reason for corporate failures. The argumeptiticular refers to the
different possible strategies to face agency issarb to the trade-off
ensuing from either corporate mod&l.

The issue of the corporate goal is a central otleimthe research as it
defines a number of corporate governance issuésptraneate the very
essence of the theory herein proposed. In this reavork of Keay is
fundamental in illustrating the contours and maiderpinning of the two
main paradigms, namely shareholder value and svédeh theory:* In
particular, his research highlighted the links bew each theoretical
proposition and the resulting legal framework aggblin this corporate
governance context (more specifically with regaimslirectorial duties).
A very useful approach to the study of corporatevgrs is provided by
Parkinson who referred to the influence of polit@mmnomic theories on
legal rules in place. The focus is of particulaportance in the context of
liability rules and of how regulation in this sensas been frustrated by
neoliberal corollaries that advocated reliance anket-based mechanisis.

On the above subject a very valuable American petsge is also
offered by Blair who countered a number of assuomgtiupon which
shareholder value theory is premis&dsimilar arguments are brought

12M.J. Roe “Legal Origins and Modern Stock Market&?0Harvard Law Review
460, 2006; M.J. Roe “Political Preconditions to &gping Ownership from
Corporate Control” 53Stanford Law Reviews39, 2000; M.J. Roe Political
Determinants of Corporate Governance: Political @od, Corporate Impatt
OUP, 2002.

13 R.J. Gilson “Controlling Shareholders and Corpe@bvernance: Complicating
the Controlling Shareholder TaxonomyECGI, Law Working Paper Series
N0.49/2005

14 AR. Keay “Tackling the Issue of the Corporate @lfiye: An Analysis of the
United Kingdom'’s Enlightened Shareholder Value Agmh”, 2007 Sydney Law
Review,Vol. 29:577; A.R. Keay “Shareholder Primacy in Cangte Law: Can it
Survive? Should it Survive?”, Working Paper, Novemi2009, available at
http://papers.ssrn.com/sol3/papers.cfm?abstract 4@8065.

15 J.E. ParkinsonCorporate Power and ResponsibifitClarendon Press Oxford
2002.

6 M.M. Blair “Shareholder Value, Corporate Governmancand Corporate
Performance. A Post-Enron Reassessment of the @Goowal Wisdom”, in
“Corporate Governance and Capital Flaws in a Gloladonomy, by P.K.
Cornelius and B. Kogut, OUP, 2003.
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about by Stout whose main criticism against thevabitneory stemmed
from the misguided economic view of shareholdersoamers of the
company:’

In the area of financial law, an essential contidiuto the book’s
theoretical background is provided by Mitchell, winighlighted the
changes occurred over the past three decades fiméimeial world and the
far-reaching consequences these changes had esdhemic system and
on society more broadl.This path is followed by pointing to the role
played by stock markets within economies and tq#rsisting differences
and implications between two broad patterns ofrfoi@ development,
namely bank finance on one hand and capital maiikence on the
other’® These considerations are linked to reflectiongh@Enmore recent
issue of financial innovation, and on the role adhin the context of the
global crisis. Avgouleas provided a very usefulspective on the legal
and socio-economic mechanisms that led to the ioreatff the bubble
burst in 2008, while Blair exposed some key legal-economic areyts)
pointing specifically to the importance financialnovation had in the
growth of the shadow banking system and of levefage

In the context of financial regulation, initial le¢tions on general
regulatory functions in the financial industry agmunded on the work
conducted by Goodhard and*3land also by Wooff. The role played by
financial regulation in allowing the formation of lauge bubble and
eventually of its burst is explored by Schwarcz séhoesearch represents
an ideal point of reference. In particular, a humbfeessential issues are

LA, Stout “Bad and Not-So-Bad Arguments for Shedder Primacy”, 75
Southern California Law Revie®d 89, 2002.

18 Supra Mitchell 2010.

19 A. Hackenthal, R.H. Schmidt, M. Tyrell “Banks ar@erman Corporate
Governance: On the Way to a Capital Market-Baseste®y?“,Johann Wolfgang
Goethe UniversitatWorking Paper Series No. 146, 2005; H. Siebegrtfgany’s
Capital Market and Corporate Governandgiel Institute for World Economics
Working Paper No. 1206, 2004.

20, Avgouleas “The Global Financial Crisis, Behava Finance and Financial
Regulation: In Search of a new Orthodoxyurnal of Corporate Law Studies
Vol. 9, Part 1, 2009.

21 M.M. Blair “Financial Innovation, Leverage, Bubbleand the Distribution of
Income”, Vanderbilt University Law SchgoLaw and Economics Working Paper
No. 10-31, 2010.

2 C. Goodhard, P. Hartman, D. Llewellyn, L. Rojasfuz, S. Waishrod
“Financial Regulation — Why, How and Where NjviRbutledge Oxford 1998.
22p R. Wood Law and Practice of International FinanteSweet and Maxwell
London 2008.
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tackled in his work, namely the complexity that ulesd from the
innovation of financial products, the failure osdiosure mechanisms in
unbundling the obscurity of financial informatioand the systemic risk
generated by the whole financial systéfnOn the adequateness of
different regulatory techniques, a very criticalpegach is offered by
Avgouleas, again with regards to the issue of dmale and to possible
alternatives to if® These debates are also complemented by broader
enquiries into different regulatory models and wds that have been
eventually reflected in regulatory policies in @&t

Beyond the above theoretical background, the ba®kamnounced
culminates with proposals under the ESC. The pgmads$ introduced by
providing a review of the relevant theories uporichtthey are grounded
and by developing its theoretical framework. Thigpresents the
foundation for institutional and substantive pragdedinked to legal issues
exposed in the thesis.

The research carried out in the book ultimatelyppuis to contribute
to the ongoing debate in corporate and financiadles as regard the
causes of the global crisis (and of modern findnsieandals more
generally). This is achieved by presenting a nadtéted analysis of events
occurred over the past decade and an original apprdo possible
solutions, grounded essentially on a revisited &'rof law” in the two
above areas. The ESC paradigm offers in this réspedifferent
perspective on the regulation of specific corposatd financial activities,
whereby the role of state in regulating and supérgi such activities and
its actors is envisaged as guarantor for the immtusf broader societal
interests within the regulatory process.

243.L. Schwarcz “The Global Financial Crisis and t8ysc Risk”, Leverhulme
Lecture, Oxford University, 9 November 2010; S.Lch®arcz “Regulating
Complexity in Financial Markets”, 21Washington University Law Revie8¥7,
2009; S.L. Schwarcz “Disclosure’s Failure in thebftime Mortgage Crisis”,
Duke Law School Legal Studi®aper No. 203 2008; S.L. Schwarcz “Protecting
Financial Markets: Lessons from the Subprime MarggMeltdown”, Duke Law
School Legal Studies Paper No. 12808.

% E. Avgouleas “The Global Financial Crisis and thisclosure Paradigm in
European Financial Regulation: The Case for RefpBEuropean Company and
Financial Law Reviev2009.

2 R.H. Weber “Mapping and Structuring Internatioffancial Regulation — A
Theoretical Approach”, 65EBLR 2009; E. Hupkes “Regulation, Self-regulation
or Co-regulation”, 42dournal of Business La®009; A.W. Mullineux “Financial
Innovation and Social Welfare”, 243ournal of Financial Regulation and
Compliance2010.
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1.3— Aim of the Research

As announcedthe book’s fundamental aim is to propose a paradigm
the ESC, as response to the financial crises cadwver the last decade.
The paradigm purports to contribute to current@otiebates in the areas
of corporate and financial law, firstly by consting a theoretical
framework upon which it is grounded, and secondjypbesenting both
institutional and substantive solutions to the laégaues analysed in the
thesis.

In order to come forward with the proposals, a llegaalysis of
financial scandals will be conducted. This is dduyefirstly providing a
theoretical background which identifies key issues the areas of
corporate and financial law. The theoretical engigads to the more in-
depth analysis of legal issues identified as réegrover the last decade.
These are examined also in connection with thevaalelegislation that
ensued the last crisis. This enquiry culminates wiase studies which
have the function of firstly illustrating the legakues arisen as common
denominators of financial scandals, and secondlycafoborating the
hypothesis formulated in this research.

Admittedly, the two areas of law — corporate anwhficial law — on
which the book is centred, could alone provide anptions to financial
scandals without imminent necessity to look beydhdir confines.
However, the case studies herewith selected expob@h degree of
interdependence between corporate governance seactand the
strategies pursued by those firms on the capitakets. More generally,
literature in the field of corporate governance imaseasingly focused on
the broad interplay between financial markets amparations, especially
insofar as the former can exert pressure and donditorporate
behaviours and strategiésThis phenomenon progressively developed
over the last three decades and reached its ap:xhei liberalisation and
then with the globalisation of financial marketsoed during the 1980s.
The expansion of capital markets in other wordsiterd the condition for
what has been referred to as “financialisationtafporate law in general,
and more specifically for a tighter influence marlagics have come to

27 See M. Aglietta and A. Reberioux “Corporate Gowerre Adrift. A Critique of
Shareholder Value”, The Saint-Gobain Centre forroooic Studies Series 2005,
ch.1; M.J. Roe “Legal Origins, Politics and Mode8tock Markets”, 2008,
available at http://ssrn.com/abstract=908972.
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play on corporate executivésProminent examples in this sense can be
provided by looking at the extent to which corpere#munerations have
been increasingly aligned to stock market valuatiaand by pointing at
the reliance on the market for corporate controthe shape of hostile
takeovers to create a means to discipline manddpativiours.

By looking beyond more classical approaches tarterplay between
corporate governance and corporate finance, thé llocuses on the
impact that corporate structures and corporatectibgs have on financial
strategies. Abuses of capital market finance tretimas (some of which
have become predominant corporate finance pattaresh turn explained
by looking at the short-term, rent-extraction effechey have for
shareholders and executives.

The way in which corporate governance and strudtufieance
problems are intertwined is above all manifestethan multidimensional
reactions that the recent financial meltdown hasegated. In particular, a
multifaceted approach to the solution of regulat@yues seems to be
emerging in the aftermath of the crisis, in corttragh responses that
followed the Enron-type scandals almost a decade Afgthat time, as the
collapses were labelled mainly as accounting artdkgepers’ failures,
regulatory responses were centred on strengtheaitgpunting and
financial reporting standartfs leaving outside the scope of that regulation
other central issues that had contributed to cthsse scandals. The case
studies conducted over Enron and Parmalat will sgpibe relevance of
legal issues (the abuse of structured finance acimns), beyond the
corporate governance ones, that contributed toecthusse corporations’
collapse.

From what has been outlined, interrelations betwesmporate
governance and financial transactions are at th@reestage of the
research. This is to a large extent reflected kyEBC paradigm which is
conceived to encompass institutional and subs@miwposals in both
areas of law.

With regards to the corporate law strand, the &rgjuiry is centred on
the relevance of corporate ownership in the contéxXtnancial scandals

2 supra Aglietta and Riberioux 2005, p.1-3. In thEnse see also L. Gallino
“Finanzcapitalismo — La Civilta del Denaro in Ctjgtinaudi 2011; R. Blackburn

“The Subprime Crisis”, New Left Review, 50 March#2008.

2 preeminent example was the Sarbanes-Oxley Actehatthe USA in 2002 as
a response to Enron, WorldCom, Adelphia, Tyco ha#pnal, otherwise known

as “Company Accounting Reform and Investor Probectct” in the Senate and
“Corporate and Auditing Accountability and Respdilgy Act” in the House. See

http://www.soxlaw.com/.
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and the extent to which the ensuing agency prolskembe seen as a cause
of concern. The second enquiry revolves around diféculty of
establishing in whose interest corporations shdwdd run. While this
theoretical discussion can shed light on the ppilesi underpinning
corporate culture over the last three decadetsatteggers more practical
guestions as to the legal mechanisms in place tutarathose in control
of the firm and to make sure that they act in adance to their duties.
These theoretical enquiries flow into the questiaddressed in chapter
three where legal issues related to the contralafagerial behaviours are
tackled.

The financial law research strand follows a patalfgproach by firstly
exploring different patterns of financial developrhewhereby the chief
demarcation is between bank finance and capitalkenafinance®
Ultimately, the intrinsic question within this eriguis the extent to which
financial models over-reliant on innovative and @bem structures are
needed at all to sustain economy and society. Tdads to a second
enquiry within this strand, namely that relatedthe regulatory models
available to discipline financial markets and seinstraints on the
activities therein. A theoretical overview of thissue addresses the
recurring question related to the regulatory celtiiom which the current
global crisis underpinned and from which the comityeinherent to
certain transactions generated. The above theakdtigestigations are
completed by a practical examination conductedhapter four, on the
way in which structured transactions developedhm ¢ontext of capital
market finance.

Addressing the above legal issues, and criticgllyraisingpostcrisis
reactions, paves the way for the presentation ofremsubstantial
contribution of this research, reflected in the sugas proposed in the
paradigm to establish long-term solutions to dédfer institutional and
substantial problems exposed in the analysis.

1.4— Methodology

Research in this book is conducted using chieflyqualitative
literature-based approach, which is complementelédml resources (both

30 see S.L. Schwarcz “Markets, Systemic Risk, andStlieprime Mortgage Crisis”,
209 SMU Law Reviev61 2008, p.211. The prevailing trend has seen theetast
decade an increasing disintermediation from bawi, corporations resorting to
capital markets finance, through the employmerstfctured finance transactions
like securitisations and derivatives.
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primary and secondary source$)The project is to a large extent
concerned with the analysis of the legal and secmomic literature that
serves firstly to illustrate the theoretical franmelv of the work and
secondly to substantiate the critical review ofalegsues. Similarly the
case studi€d conducted to expose the emergence of certain dtiealr
and legal issues, are based on literature or repestiewing different
aspects of the highlighted events.

It is worth pointing out here that while the maioiqt of reference for
legal analyses carried out in the thesis is Endéigsh some aspects of the
research involve areas of law that are to a sutistashegree practice-
driven and do not necessarily attach to a particlégal system
(straightforward examples could be that of somepam@te governance
arrangements that reflect cross-border similaritesthe way in which
some financial transactions are structured, whielsults in rather
converging international practices). Beyond théference to relevant laws
in the research is made with regards American ld&i$,laws and also
Italian laws. This phase of the analysis also s¢éelexplain that much of
the literature available relates to the USA andWi&® and that writings
relating to corporate and financial developmentgobd this are more
limited.

To the extent that the study involves a parall@neixation of different
legal systems, a comparative research methoddfbgy employed
whereby literature and norms from appropriate sesirare examined to
expose the relevant dichotomies (for instance thetween Anglo-
American and continental European corporate govemaor between
bank-centred financial systems and capital markeed ones).

Finally, it also needs to be pointed out that #mearch has followed in
some chapters a selective approach to the isswdgsad. In particular,
chapter three and four take under considerationmaber of legal matters

31 The former consisting of both statutes (UK, EUWSB when relevant) and
common law, the latter represented also by repjotsnal articles and reviews of
events and legal reforms.

32R.K. Yin “Case Study Research: Design and Methofigage Publications 2003,
p.13, where a case study is defined as “...an émpienquiry that investigates a
contemporary phenomenon within its real life cohtex

33 This is due to the wider development of the Anghoerican literature in the
field, which indeed reflects the impact on societyan economy characterised by
large public corporations and deep and liquid feianmarkets, which are two
common factors emerging from the research.

34 See C.C. Ragin “The Comparative Method: Moving Bey®ualitative and
Quantitative Strategies”, University of CaliforriPaess1992.



