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Corporate governance has evolved from a niche academic interest into a central pillar of global financial stability
and organizational ethics. As the 21st century progressed, the architectural frameworks of power within
organizations faced unprecedented scrutiny, leading to a profound debate regarding the convergence of

corporate governance. This article provides an in-depth technical analysis of the mechanisms, theories, and
practical applications of corporate governance, with a particular focus on the seminal contributions of Bob Tricker,
often cited as the 'father of corporate governance.' Through a rigorous examination of international standards, legal
structures in emerging markets like Indonesia and China, and the mathematical underpinnings of economic
convergence theory, we explore whether the world is truly moving toward a singular governance model or
maintaining functional diversity.

The Theoretical Foundation of Corporate Governance

To understand convergence, one must first master the theoretical frameworks that dictate how organizations are
steered and controlled. Corporate governance is not merely a set of rules but a complex interplay of legal,
economic, and ethical imperatives. Historically, these frameworks have been categorized into several dominant
theories that influence how boards operate and how directors' duties are defined.

1. Agency Theory

Agency Theory remains the bedrock of Anglo-American governance. It posits a fundamental conflict of interest
between 'principals’ (shareholders) and 'agents’ (managers). Technically, the agency problem is defined by the
costs associated with monitoring management and the residual loss from misaligned incentives. Governance
mechanisms, such as independent audits and performance-linked compensation, are designed to minimize these
agency costs.

2. Stewardship Theory

In contrast to Agency Theory, Stewardship Theory suggests that managers, left to their own devices, will act as
responsible stewards of the assets they control. This theory argues that the interests of the board and management
are naturally aligned, favoring a structure where the CEO may also serve as the Chairman to provide unified
leadership. This model is frequently observed in various European and Asian contexts where long-term stability is
prioritized over short-term quarterly gains.

3. Stakeholder Theory

Stakeholder Theory expands the scope of governance beyond the shareholder. It posits that a corporation’s duty
extends to employees, customers, suppliers, and the community. This multi-fiduciary approach is central to the
'ESG' (Environmental, Social, and Governance) movement and is a significant driver in the modern evolutionary
process of governance codes globally.

Bob Tricker’'s Governance Framework: Principles, Policies, and Practices



Bob Tricker's work, particularly his 1984 seminal text and subsequent 2015 editions, revolutionized the field by
distinguishing between management and governance. While management focuses on the day-to-day operations
of the business, governance is concerned with the 'direction’ of the entity and its 'accountability’ to stakeholders.

The Tricker Matrix of Board Responsibilities
Tricker’s model divides board activities into four distinct quadrants based on two axes: Outward/Inward Looking and
Past/Future Oriented. This matrix is essential for auditing board effectiveness.



Perspective Past/Present Oriented Future Oriented (Performance)

(Conformance)

Inward Looking Monitoring and Supervision: Strategy Formulation: Approving
Reviewing results, overseeing internal corporate plans, allocating resources,
controls, and ensuring compliance. and defining the vision.

This technical breakdown clarifies that a board failing in any single quadrant creates a 'governance gap.' For
example, a board heavily focused on monitoring (inward/past) but neglecting strategy (inward/future) may ensure
compliance while the company loses market relevance.

Technical Analysis of Corporate Governance Convergence

The term 'convergence' in corporate governance refers to the process by which different national governance
systems become more similar over time. This is driven by the globalization of capital markets, the influence of
international institutional investors, and the adoption of global standards like IFRS (International Financial
Reporting Standards).

Formal vs. Functional Convergence

A critical distinction must be made between how governance appears on paper and how it operates in practice.
Analysis of global trends suggests five distinct combinations of convergence:

¢ Purely Formal Convergence: Adoption of similar legal codes (e.g., the Sarbanes-Oxley Act principles) without
changing the underlying business culture.

e Purely Functional Convergence: Maintaining diverse legal structures but achieving similar outcomes in terms
of investor protection and transparency.

e Formal and Functional Divergence: Systems remaining distinct in both law and practice (often seen in highly
centralized economies).

¢ Formal and Functional Convergence: The total alignment of laws and practices across borders.

e Hybrid Integration: Selective adoption of global best practices integrated with local cultural nuances (e.g., the
Indonesia Corporate Governance Manual).

The Role of Economics: Convergence Theory

In economics, convergence theory suggests that developing economies will grow faster than developed ones,
eventually reaching a similar level of per capita income. In governance, this translates to the 'catch-up' effect where
emerging markets adopt rigorous OECD Principlesto attract foreign direct investment (FDI). The technical
correlation between a high 'Governance Index' score and FDI inflows is well-documented in longitudinal studies of
ASEAN markets.

Comparative Governance: Regional Implementation

The practical application of governance varies significantly between jurisdictions. Understanding these differences
is vital for multinational entities and investors.

Unitary vs. Two-Tier Board Structures

One of the primary technical hurdles to total convergence is the structural difference in board composition.



Feature Unitary Board (Anglo-American) Two-Tier Board (Continental
European / Indonesian)

Structure Single board comprising both Separation into a Supervisory Board
executive and non-executive directors. and a Management Board.

Corporate Governance in Indonesia and China

In Indonesia, governance is governed by the Law on Limited Liability Companies, which mandates a two-tier
system (Board of Commissioners and Board of Directors). The Indonesia Corporate Governance Manual
provides a technical roadmap for implementing the '‘Comply or Explain' principle, aligning local practices with OECD
standards while respecting the unique ‘gotong royong' (mutual cooperation) corporate culture.

In China, the process remains highly evolutionary. The Chinese government plays a fundamental role, often
holding majority stakes in 'State-Owned Enterprises' (SOEs). Convergence here is functional; while the legal shell
may look like Western models, the internal power dynamics are heavily influenced by state policy and the
Communist Party's oversight, illustrating a unique 'Socialist Market Economy' governance model.

Technical Workflow: Implementing a Global Governance Framework

For organizations seeking to align with international best practices, the following technical workflow is
recommended:

Phase 1: Gap Analysis and Benchmarking

Utilize the Bob Tricker framework to audit current board activities. Measure the ratio of time spent on
'‘Conformance’ versus 'Performance.' Benchmark against the OECD Principles of Corporate Governanceand
local requirements (e.g., OJK regulations in Indonesia).

Phase 2: Board Composition and Diversity Matrix

Develop a technical skills matrix for the board. This should include:

e Financial Literacy: Capability to interpret IFRS-compliant statements.

 Industry Expertise: Deep understanding of the operational landscape.

« Governance Knowledge: Mastery of directors' duties and legal liabilities.

« Independence: Ensuring at least 30-50% of the board are independent non-executives to mitigate agency
conflicts.

Phase 3: Internal Control Systems (COSO Framework)

Integrate the COSO (Committee of Sponsoring Organizations of the Treadway Commission) framework to manage
risk. This involves technical mapping of control environments, risk assessment procedures, and information/
communication channels within the organization.

Case Studies: Convergence in Action

The IFRS Global Standard

The move toward IFRSrepresents the most successful example of formal convergence. By 2024, over 140
jurisdictions require IFRS for domestically listed companies. This technical alignment allows for 'apples-to-apples'
comparisons of financial health, reducing the cost of capital and increasing global market liquidity.



The 'Comply or Explain' Mechanism

Originating from the UK’s Cadbury Report, the 'Comply or Explain' approach has converged as a global standard
for corporate governance codes. It recognizes that 'one size does not fit all,' allowing companies to deviate from
specific code provisions provided they give a technically sound justification to shareholders. This balances flexibility
with transparency.

Troubleshooting Common Governance Failures

Even with robust frameworks, failures occur. Identifying failure modes' is essential for technical writers and auditors.

e The 'Rubber Stamp' Board: Occurs when the Supervisory Board (in two-tier systems) or Non-Executives (in
unitary systems) lack the technical data or the will to challenge management. Solution: Implement mandatory
executive sessions without management present.

¢ Information Asymmetry: Management provides the board with 'data dumps'—excessive, unrefined information
that hides key risks. Solution: Use a Corporate Secretary to curate board packs focused on Key Performance
Indicators (KPIs) and Key Risk Indicators (KRISs).

¢ Regulatory Arbitrage: Companies moving operations to jurisdictions with weaker governance laws. Solution:
The adoption of global sustainability reporting (ISSB) which forces transparency regardless of physical location.

The trajectory of corporate governance suggests a movement toward functional convergence. While legal structures
—such as the two-tier boards in Indonesia or the state-led models in China—remain distinct due to cultural and
historical path dependency, the underlying objectives are aligning. Global investors demand the same levels of
transparency, accountability, and ethical behavior regardless of the jurisdiction. As Bob Tricker aptly noted, the
frameworks of power are shifting from closed, national systems to open, global ones. The 21st-century board must
be technically proficient, strategically oriented, and ethically grounded to navigate this converged landscape. The
future of corporate governance lies not in a single global rulebook, but in the universal application of the principles
of integrity and stewardship, ensuring that corporations serve not only their shareholders but the broader global
economy.
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