
Rethinking Corporate 

Governance in Financial 

Institutions 

Demetra Arsalidou 

R 
Routledge 
Taylor & Francis Croup 

LONDON AND NEW YORK 



Contents 

Acknowledgments viii 

Introduction 1 

1 Sharpening bankers'personal accountability 10 
1. Introduction 10 
2. Why bankers act as they do 14 
3. The case for stricter personal liability 32 
4. Sharpening bankers' liability: legal and other waysforward 39 
5. Conclusions 62 

2 The theoretical justification of executive remuneration as an 
incentive mechanism 66 
1. Introduction 66 
2. The controversy of executive remuneration 68 
3. History, laws and structure ofpay in the United Kingdom 74 
4. International perspectives 86 
5. Executive pay a-s an incentives mechanism 98 
6. How to regulate executive pay 112 
7. Conclusions 137 

3 Shareholder engagement and activism: an effective mechanism 
for monitoring management or a fallacious notion? 140 
1. Introduction 140 
2. Shareholder enßaßement in the United Kingdom 142 
3. The promotion of stewardship in the European Union 154 
4. The challenges to shareholder stewardship 157 
5. Other ways to empower shareholders 183 
6. Conclusion 193 



vi Rethinkinjj corporate ßovernance in financial institutions 

4 Executive remuneration and shareholders' voice in the United 
States 196 
1. Introduction 196 
2. Corporate govemance activity in the United States 201 
3. JJS remuneration and pay for Performance 211 
4. US strategies to eontrol executive remuneration 216 
5. An evaluation ofthe US response: is the new regulatory landscape 

6. Conclusion 240 

Epilogue 243 

Index 245 


