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According to the Oxford Dictionary of English, a “handbook” 
is a book giving information such as facts on a particular 
subject or instructions for operating a machine. The present 
book does not give instructions on how to create and operate 
an appropriate corporate governance structure in a financial 
institution. It is in fact a collection of papers on individual 
financial institutions and the development of their 
governance structures in recent years. The selected 
institutions are located in a range of countries around the 
world. They operate therefore under different legal systems.   
The Editor – Christine A. Mallin – University of East 
Anglia, UK has an impressive professional network that 
spans the world. She has therefore been able to convince 
experts from the US, UK, Germany, Italy, Japan, China, 
Nigeria, Australia and Brazil to write essays on corporate 
governance arrangements in important banks in their own 
countries. Chapter 9 on determinants of corporate 
governance in Russian banks is, however, written by authors 
affiliated with University of Hawaii at Manoa, and chapter 
11 on corporate governance in Islamic financial institutions 
is written by an author affiliated with University of 
Birmingham, UK . 
In chapter 1, Alessandro Zattoni and Francesca Cuomo 
give a fascinating and evolutionary overview of the 
ownership, governance and strategy of Mediobanca, which 
for many years was the dominant investment bank in Italy. 
Until the end of the last century, Mediobanca played an 
influential role in the national economy by supporting the 
development of the Italian family-based capitalism model. It 
supported the creation of stable groups of shareholders, 

which through control-enhancing mechanisms controlled 
large industrial groups. The history of Mediobanca is 
intertwined with the vision and life of Enrico Cuccia, its 
leader for about 50 years. In 1956 Mediobanca was listed, 
but the control of the bank still remained firmly in the hands 
of the three state-controlled founding banks: Banca 
Commerciale Italiana, Credito Italiano and Banco di Roma. 
In the following years, Mediobanca gradually became the 
house bank of the large Italian family groups. On several 
occasions, the bank played a key role of “white squire” by 
providing strategic advice and financial resources to 
contribute to the survival of large private groups facing a 
tough financial and industrial crisis, such as Fiat and 
Montedison in the 1970s and 1980s.  In 1988, the ownership 
structure was changed fundamentally. The founding banks 
sold some shares, while private shareholders, including 
industrial groups such as Pirelli, Agnelli, De Benedetti, 
Ferrero, Feruzzi, Marzotto and financial institutions such as 
Lazard, Berliner Handels-Gesellschaft, Assicurazioni 
Generali and La Fondiaria bought shares. An agreement 
between the old and new shareholders regulated the rights 
for the appointment of board members. The privatization of 
Mediobanca caused a discussion on potential conflicts of 
interest. Large private companies were now at the same time 
shareholders and clients of the bank. The new shareholders 
were described as a wealthy club of entrepreneurs – the so-
called “noble wing” (ala nobile) of Italian capitalism. In the 
1990s, the Italian government started a massive privatization 
process, which included the two large state-owned banks, 
Banca Commerciale Italiana and Credito Italiano, which 
were important shareholders and supporters of Mediobanca’s 
financial power. In addition, the rising importance of the 
Stock Exchange opened the possibility for companies to find 
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new industrial allies and to access financial resources 
outside of the Mediobanca system. In 1993, a new banking 
law based on the principle of despecialization was passed. 
Universal banks were allowed again. Structural changes in 
the Italian banking industry made the monopolistic position 
held by Mediobanca for decades within the national financial 
and industrial system unsustainable. The most recent 
ownership data in the book shows that the Unicredit group in 
October 2014 was the largest shareholder with 8.66 % of the 
Mediobanca shares. Since 2005, the number of directorships 
in other Italian listed companies held by Mediobanca board 
members has decreased. The main reason behind this trend 
was a new law in force since 2011 aimed at reducing 
interlocking directorates. Mediobanca has for many years 
contributed to stability of control of large Italian companies. 
Critics have argued that ownership stability can be seen as 
an obstacle to the creation of an efficient market for corporate 
control that allocates the majority shareholding of a firm to 
the most suitable investors. 
In chapter 2, Christine A. Mallin discusses the background 
to the Co-operative Bank in UK, its serious corporate 
governance problems in recent years, and the original values 
and principles, which underpin the co-operative movement. 
The Co-operative Bank, which was founded in 1872, follows 
the so-called Rochdale Principles. Headlines applied in the 
principles are: voluntary and open membership, democratic 
member control, member economic participation, autonomy 
and independence, education, training and information and 
concern for community. The author gives an overview of 
corporate governance codes and guidelines published in the 
UK since the Cadbury Report (1992). She also examines the 
board structure of the Co-operative Bank over a period of 
time from 2008 to 2012. In 2008, the Co-operative Bank 
received the prestigious Financial Innovation Award for the 
“Best Corporate Social Responsibility Programme”.  The 
bank was badly hit by the fallout from a number of factors 
including the aftermath of the global financial crisis, poor 
strategic decisions and weak risk management practices. 
Partly as a consequence of these problems, the composition 
of the bank’s board was changed. The Co-operative Bank’s 
Financial Statements 2012 recognized that the bank did not 
meet the UK Corporate Governance Code’s recommendation 
regarding the proportion of independent non-executive 
directors on the board. During 2013 and 2014, there were 
again a significant number of changes to the board of the 
bank. The corporate governance failings of the Co-operative 
Bank were analysed in a 2014-report written by a committee 
under the chairmanship of Sir Christopher Kelly. An 
important lesson identified in the report was that the bank 

tolerated a culture of underperformance, weak transparency 
and lack of accountability. In relation to the problems in the 
bank, the whole Co-operative Group was subject to 
regulatory enforcement investigations by the Financial 
Conduct Authority, the Prudential Regulation Authority and 
the Financial Reporting Council. The author summarizes 
the strong criticism of the Co-operative Bank’s governance 
structure expressed in 2015 by the authorities. Keywords 
are: “entirely inadequate, shocking, board members lacking 
financial services experience, well-meaning, but 
inexperienced, democratic members of the board, with the 
façade of a prudent and ethical business”. The chapter ends 
with an optimistic note: The Co-operative Bank now (2016) 
has a much stronger board with a wealth of relevant 
experience in the financial services sector. Its ownership 
structure has changed significantly and the majority of 
shares are now held by investors, who do not have the same 
ethical stance as that underpinned by the co-operative 
movement principles. It interesting that the author concludes 
by expressing the hope, that these principles will be retained 
as one of the fundamental and distinctive features of the Co-
operative Bank.     
In chapter 3, Stefan Prigge looks at remuneration-based 
incentives in Deutsche Bank and the bank’s behavior before, 
during and after the 2007-2008 financial crisis. He presents 
data from Deutsche Bank’s annual reviews from 2007 to 
2014. The bank applied primarily two performance 
measures: return on equity and total shareholder return of 
Deutsche Bank shares relative to a peer group of international 
banks. The trend in management board remuneration has 
been an increasing long-term orientation. Deutsche Bank 
uses extensively incentive schemes with deferrals, which 
expose managers to the future development of the bank. In 
2006 and 2007, the percentage share of the performance-
based part in total remuneration of the supervisory board 
was between 60% and 70%.  This changed dramatically in 
the following years. Due to weak performance, the share 
declined after 2007. The bank’s decision in 2013 to comply 
with the new German Corporate Governance Code implied 
that performance pay of the Supervisory Board was 
abolished. 
In chapter 4, Martin J.Conyon and Lerong He investigate 
CEO-compensation in US financial and non-financial 
companies in 2013. They find that CEO compensation in US 
financial institutions is lower than in non-financial 
companies. They find also that the CEO pay structure is 
different. Salaries as a percentage of total pay, and bonuses 
as a percentage of total pay, are higher in financial institutions 
compared to non-financial institutions. Within the financial 
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sector, CEO compensation is lower in commercial banks 
compared to non-bank financial sector firms. Their 
empirical study of 2013-data indicates that the observed 
compensation differences can partly be explained by 
differences in agency costs, ownership patterns and regulation.     
In chapter 5, Rafael F.Schiozer and Paulo R.S.Terra 
discuss regulation, ownership and corporate governance in 
Brazilian banks. In 1993, governmental banks had 51 per 
cent of the total bank assets in the country. From 1996 to 
2002, drastic restructuring programs implied that the 
number of banks in Brazil dropped from 263 to 194. Foreign 
banks were allowed to enter and many state-owned banks 
were privatized. Lula da Silva stepped in as president in 
2003, reassuring the country of his commitment to fiscal 
discipline, inflation targeting and orthodox macroeconomic 
policy. In the years up to the 2007-2008 financial crisis, 
Brazil experienced a period of economic stability and 
growth. The authors go through new initiatives in capital 
market legislation and stock market self-regulation with 
implications for corporate governance of Brazilian 
companies. Ownership concentration of Brazilian banks is 
still quite high. Over the period 2007-2013, the average 
ownership of the main shareholder was 52.7 per cent. 
In chapter 6, Christina L. Ahmadjian writes about 
corporate governance of Japanese banks. In the early post-
war period, Japan adopted a bank-centered economic 
system. Banks were at the core of business groups, often 
called “keiretsu”. Banks usually took an equity stake in 
customer firms and sent current or former executives to sit 
on the board.  Banks were expected to move according to a 
“convoy system” in which the strong protected the weak and 
provided capital and support, when the Ministry of Finance 
expected them to. A financial crisis in 1997 gave the impetus 
to the government to take decisive action. In the following 
years, a set of mergers created a handful of mega-banks and 
corporate governance reforms were implemented. The 
author gives an overview of the experiences with corporate 
governance reforms in three banking groups: Resona 
Holdings, Shinsei Bank Group and Mizuho Financial Group. 
The role of independent directors was strengthened in all 
three groups. The Japanese banking sector has in recent 
years carried out a strategic and cultural reorientation to 
move away from the entrenched culture of banks in the pre-
crisis period.    
In chapter 7, On Kit Tam, Hsin-Yu Liang and Kuo-Jen 
Chang examine the development of China’s city commercial 
banks. They list a number of milestones concerning China’s 
banking system and major corporate governance initiatives. 
One important milestone was that the government in 1995 

decided that CCBs were to be joint stock companies with 
board of directors, supervisory boards and senior 
management as a basic corporate governance structure. 
Since the 1990s, China has followed a policy objective of 
gradually diminishing state ownership of banks. Studies 
indicate that differences in corporate governance 
effectiveness have an impact on bank performance. From 
2005 to 2013, the market share of CCBs increased. It was a 
period with a rapidly growing Chinese economy. Cost-
income ratios and non-performing loans ratios indicate, 
however, that CCB managers had to cope with many 
problems. The authors combine these observations with data 
that documents a low proportion of independent directors in 
CCBs. They show also that the CCB board members have 
relatively low scores concerning professional expertise in 
accounting, finance and legal matters. They expect that the 
scheduled WTO liberalization of market entry to China by 
foreign banking and financial institutions will create further 
pressure on CCBs’ competitiveness and a need for more 
effective corporate governance to ensure good performance.
In chapter 8, Gail Pearson gives a critical analysis of 
management and advisory practices in Commonwealth 
Financial Planning Limited (CFPL), which was part of the 
Commonwealth Bank of Australia (CBA) Group. In 2008, 
whistleblowers within CFPL sent anonymous reports to the 
regulator Australian Securities and Investments Commission 
(ASIC) with information on malpractices. The directors had 
tolerated misconduct of advisers and planners. They were 
also alleged to be involved in a cover up. ASIC found that 
CFPL had failed to meet their legal obligation to ensure that 
their representatives complied with financial services law 
and had provided poor documentation and record-keeping. 
The ASIC did , however, not initially take an enforceable 
undertaking from CFPL which would have been made 
public. The author calls it a sorry story. Despite the public 
appearance of robust corporate governance and the use of 
language that indicated good corporate values and 
compliance with those values and law, something went 
seriously amiss in CFPL. Neither the CBA board nor the 
CEO knew the full details of illegal conduct by financial 
planners and those managing them. Part of the problem was 
the regulator’s failure to make CFPL’s law-breaking public 
early enough.         
In chapter 9, Inessa Love and Botir Okhunjanov analyse 
determinants of corporate governance in Russian banks. 
Most of the banks in Russia are “denovo” banks, that is, 
privately owned banks that entered the market after the fall 
of the communist empire, while the rest of the banks have 
changed ownership from public to private in the last two 
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decades. Ownership is in most cases highly concentrated. 
Corporate governance mechanisms are largely 
underdeveloped. An empirical study suggests that in Russia 
banks with more concentrated ownership have lower 
rankings on corporate governance. In their regression 
analysis, the number of shareholders is positively and 
significantly related to the governance index. Banks with 
large owners score lower on the corporate governance index 
than banks without large owners. The authors suggest that 
improving the legal protection of minority shareholders is 
likely to increase the number of minority shareholders in 
Russian bank ownership, which in turn may be associated 
with better corporate governance. 
In chapter 10, Chris Ogbechie looks at corporate governance 
practices in the Nigerian banking industry. The corporate 
governance of banks in developing economies, like Nigeria, 
is critical. Banks are the most important source of finance 
for the majority of the firms and the main depository for the 
economy’s savings. Central Bank of Nigeria (CBN) was 
founded in 1959. It has after a Nigerian banking crisis in 
2009 followed a recapitalization policy in order to strengthen 
the Nigerian banking sector. CBN has also supported 
corporate governance initiatives to build and strengthen 
accountability, credibility, transparency, integrity and trust. 
In 2014, CBN published a revised Code of Corporate 
Governance for Banks in Nigeria. It includes a section for 
whistleblowing. The background to these initiatives is that 
the country has experienced significant levels of corruption, 
corporate misdemeanours and insider abuses of corporate 
privileges. The author characterizes the regulatory agencies 
as weak, inefficient and inadequate. This makes enforcement 
difficult. Many banks in Nigeria seem to close their eyes to 
governance, ethical, social and environmental issues. 
Recently, all Nigerian banks have embarked on several 
corporate governance initiatives in response to the 
mandatory CBN Code. The chapter concludes with an 
optimistic remark concerning the overall governance 
standards in the country and the opportunities for companies 
in the financial sector to begin to differentiate themselves in 
the marketplace.
In chapter 11, Hisham Farag documents the significant 
growth in the Islamic banking industry. Islamic financial 
institutions play a very important role in the Middle East and 
South East Asia. The author presents main economic 
indicators for the Islamic finance industry, the regulatory 

bodies governing them, their governance mechanisms and 
the main challenges they face. The Islamic Financial 
Services Board (IFSB) and the Accounting Organization for 
Islamic Financial Institutions (AAOIFI) have developed 
global Islamic financial standards. In 2006, IFSB issued 
Guiding Principles for Corporate Governance of Institutions 
offering only Islamic Financial Services. The author explains 
the main differences between the OECD Principles of 
Corporate Governance (2004) and the Principles of Islamic 
Corporate Governance. He writes that the Shari’ah law has a 
strong focus on ethics, accountability, transparency and 
corporate social responsibility. Islamic institutions should 
have in place an appropriate mechanism for obtaining 
rulings from Shari’ah scholars, applying fatawa and 
monitoring Shari’ah compliance in all aspects of their 
products, operations and activities. This role is undertaken 
by a Shari’ah Scholars Board (SSB). The SSB is said to add 
value to the governance mechanism through their intellectual 
capital. It is supposed to bring trust, knowledge and wisdom 
to the Islamic institution. There is, however, a lack of 
qualified Shari’ah scholars specialized in the Islamic finance 
industry. Mallin et al (2014) recommend that policy makers 
should encourage Islamic banks to adopt policies to increase 
the number of eligible SSB members. 
Mallin’s book is a collection of essays, which all give a good 
understanding of how corporate governance problems are 
dealt with by very different financial institutions and their 
regulatory authorities all over the world. It seems to be a 
common global feature that corporate governance 
recommendations, rules and regulations have been tightened 
in recent years as a response to financial scandals and crises. 
OECD, the Basel Committee and other international 
organizations have published principles for corporate 
governance, which have inspired rules and codes in many 
countries. The book makes it clear, however, that there are 
still considerable differences between the national regulatory 
and governance frameworks and the  type and seriousness of 
conflicts of interest between stakeholders in the institutions. 
The book is recommended to readers, who want to learn 
more about governance of financial institutions in the 
selected sample of countries. If readers do not want to read 
the whole book but are looking for contributions from 
specific authors or information about the activities of 
specific institutions or agencies, they can find help in an 
excellent index. 
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