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The ECGI Roundtable on Board Level Employee Representation took place on 25 October at
Imperial College Business School in collaboration with the European Corporate Governance
Institute (ECGI). The event focused on the role of employees in corporate governance against
the backdrop of the recent UK Green Paper on corporate governance.
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Board Level Employee Representation (BLER) is a reality in many European countries. In some cases
BLER is voluntary, in other cases mandatory. The Roundtable, organised by Professors Marco Becht
(Solvay School of Economics and Management) and Franklin Allen (Director of the Brevan Howard Centre
for Financial Analysis) discussed the different approaches to BLER around Europe with practical
examples from the UK and Denmark provided by representatives from companies with employee

representation in place.
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Franklin Allen opened the programme with an overview of the theory underpinning employee involvement
in corporate governance. He started by clarifying the academic finance literature view on the separation
between ownership and control, and how this gave rise to a range of internal and external mechanisms
for corporate control. He then introduced a question that was going to be subsequently touched upon,
namely what is the purpose that the corporation should serve, and stressed not only stakeholder but also
cross-cultural differences as far as the answer to this question is concerned. He mentioned a number of
papers that argued against stakeholder governance on grounds of being biased against innovation
(Hellwig, 2000) and of posing problems with correct incentives to managers (Tirole, 2001, 2006), as well
as papers that support corporate governance on grounds of facilitating the implementation of
stakeholders’ concerns (Blair, 1995) and of providing the benefit of internal mutual monitoring (Allen,
Gale, 2000). He concluded by noting the separation of academic research from the reality of corporate
scandals involving revelation of fraud such as Kobe Steel, Volkswagen and Rio Tinto, which then
prompted a number of interventions from attendees.

What is the purpose that the corporation should serve?
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There is significant country heterogeneity in the legislative framework
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There is a clear case to be made for more freedom of contract or flexibility







