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Recent Trend of Corporate Governance
Reform in Asian Transition Economies:
China, Vietnam, Laos, Cambodia and Mongolia

KANEKO Yuka*

Abstract

The article examines legal designs of corporate governance structures envis-
aged in recent company law reforms in Asian transition economies. Coinciden-
tally, in the year of 2005, all of China, Vietnam, Laos and Cambodia went
through their respective company law reform reflecting each different policy
direction. China’s 2005 Company Law amendment tends to incorporate almost all
the established corporate governance models among advanced economies, while on
one hand featuring such typical common law menus as the auditors’ committee,
independent directors and/or derivative suites, maintaining on the other hand the
basic German-Japanese structure empathizing the role of supervisory board as
well as such stakeholders as creditors and workers. Vietnam’s new Enterprise
Law in 2005 appeals its first-ever trial to introduce equally applicable provisions
for state-owned sector, private sector and foreign investments, though the provi-
sions seem more inclined to the interventionist state control, probably reflecting
the continued SOE policy concerns. Laos’s new Enterprise Law in 2005 shows an
inclination to the common law menu centering on minority shareholder’s rights,
while abandoning various other mechanisms, including the auditor’s role, stressed
in the original law. Cambodia’s 2005 Commercial Enterprise Law, which is the
first ever made company law after the country’s independence, is apparently
based on the separation of ownership and control model but carries only limited
moments for supervision over the management. Mongolia, as a rare example of
‘shock therapy’ economy in Asia in contrast to the above ‘gradualist’ transition
economies, reveals a typical ‘transplanted’ corporate governance, which faithfully

provides for such internationally popular menu as minority shareholders’ rights
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and/or auditor's committee, but has never been implemented in the actuality of
local socio-economic culture.

Such a variety of legal designs among above transition economies would tell
us the need of an ‘evaluation’ to compare the effect of different legal designs. The
question here is its evaluation base: what the ultimate policy goal of the corporate
governance 1s. If the ultimate goal were merely to attract foreign investors, then
the legal design could simply be the transplantation of so-called ‘global standard’.
However, if our goal is to be directly addressed to the development of local
economic participation rather than the dependance over foreign investments, the
legal design could be different and should be uniquely tailored out reflecting the
variety of supervisory moments by ‘residue claimants’ acting in the reality of local
economy. In a trial of developing such locally-tailored law designs meant for the
local economic participation, the article in its last part proposes a framework for
evaluation based on three central policy goals of corporate governance, namely,
the profitability, the promotion of corporate finance, and the sustainability of

corporate life.



