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ABSTRACT

Corporate governance has gained more and more attention both in theory and practice
as a world wide research topic. It is very necessary and urgent to study corporate
governance today with the globalization of economy and the development of
information and network technology. In this paper we study corporate governance as
a system, a system of mutual function process among the parties involved in
corporate governance. The concept and characteristics of CGS are analyzed. Good
governance relies on the scientific decision making mechanisms and the premise is
timely, accurate and complete information. But in CGS the information bottle-neck
obstructs the information flow among the stakeholders. To solve the above problem
and find good approaches to guarantee the effectiveness and efficiency of CGS in
new economy, we adopt information and network technology into CG and present the
concept of CGIS. The meaning and characters of CGIS and the approaches the CGIS
how to break the information bottle-neck are analyzed. Then the relation between
CGIS and CGS is discussed and the support of CGIS to CGS is studied. The different
functions and sub-systems of CGIS are also given in the final part of the paper. With
the development of information and network technology and the ever-changing
environment of enterprises, information is getting more and more important to
guarantee effective and efficient CG. The adoption, construction and application of
CGIS are necessary and operational to good governance.

Keywords: corporate governance (CG), corporate governance systems (CGS),
corporate governance information systems (CGIS), information and network
technology.

Corporate governance has gained more and more attention both in theory and practice
as a world wide research topic. Because the research of corporate governance is
important to sustained development of the enterprises, to realize the social value of
the enterprises, to protect the interests of the stakeholders and even to guarantee the
wealth growth of the country.
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At the same time of theoretical study, a lot of work has been done in practical aspect.
For example, we constitute corporate governance principles to make corporate
governance more standard. In China the corporate governance principles have also
been set about. It is very necessary and urgent to study corporate governance today in
confirmity to the globalization of economy. Information and communication
technology (ICT), as another factor, also influences the models, methods and ways of
corporate governance greatly, and makes the corporate governance principles easy to
be carried out. Because the ICT makes the shareholders and other stakeholders get the
information more quickly, accurately, completely and effectively, the application of
ICT makes the function of decision making and monitoring more effective. By using
electronic voting, virtual conference and other information technology and systems
the minority shareholders can participate in the general meeting of shareholders easily
and conveniently, and then protect their interests effectively. By adopting DSS, the
board of directors makes the decision more scientifically and in high efficiency. So
considering the impact of ICT on corporate governance structure and mechanism, to
analyze the corporate governance from the point of view of system and study the
information flow, decision making, monitoring, evaluation, incentive mechanism in
CG are of great importance both in theory and practice.

CORPORATE GOVERNANCE IS A SYSTEM, A SYSTEM OF MUTUAL
FUNCTION PROCESS AMONG THE PARTIES INVOLVED IN

CORPORATE GOVERNANCE.

Corporate governance system: Corporate governance is a system, a dynamic system.
Corporate governance is a system of rules and principles to control, direct, supervise
and coordinate the company. The system includes the governance subjects,
governance objects from the point of governance parties, and corporate governance
structure and mechanisms from the point of governance frame. Corporate governance
system is the combination of internal governance and external governance. It is a set
of methods, process, object and result and also a set of all principles and mechanisms
to realize the goal of corporate governance. The Global Corporate Governance
Committee defines the corporate governance as: “Corporate governance is not just a
complete set of rules, not a kind of activities, but a process.” “Corporate governance
is not just a set of formal rules, but a process of sustaining mutual function.” So
corporate governance is also a mutual function process among stakeholders, including
the mutual function of rules to make long term strategic decisions of the company.
The dynamics of the environment of the corporate governance systems decides the
dynamics of the corporate governance systems.

The goal of the corporate governance system: To maximize the effectiveness of
corporate governance and to promote the maximization of all stakeholders’ interests.
The effectiveness of corporate governance relies on carrying out the firms’ social
value, the reasonable balance of the interests among the stakeholders of CG in time
span, on space and in the view of governance cost. In order to realize the goal of CG,
it is important to guarantee the scientificity of the decision making, the cooperation
and mutual function of decision making process and the innovation of the decision
result.



Corporate Governance

3

The boundary of corporate governance systems. The effective behavior boundary of
corporate governance is the limit where the marginal corporate governance
effectiveness equals zero. It is the limit between the governance behavior and
management behavior as well as the limit between the stakeholders and the
environment of the corporate governance systems from the view of parties involved
in CG.

Environment of the corporate governance systems. All the factors outside the limit
decided by the structure and boundary of corporate governance systems except the
stakeholders constitute the environment of the corporate governance systems,
including natural, social, economic, technology and market environment etc.

Structure of the corporate governance systems. The corporate governance system is
constituted by internal elements like subjects and objects of corporate governance.
The subjects of corporate governance includes shareholders, general meeting of
shareholders, board of directors, directors, supervisory board, supervisors, board of
management, CEO, employees, consumers, customers, suppliers, banks, government
and community etc. The process structure of corporate governance includes
principal–agent relationship, accountability, report responsibility, empowerment,
inspiriting, monitoring, decision making etc., and which can be sorted into internal
and external corporate governance. The principle system of corporate governance
includes laws and rules, principles, constitution, regulators, patterns, culture, routine
and models. See figure-1.
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Source: Li Weian, "Corporate Governance in the Transition to Market Economy in China," Hitotsubashi
Forum, No. 5, Vol.117, May 1997. (Japanese)

Figure 1  Market-oriented governance pattern

Characteristics of corporate governance systems.

Integrity: Corporate governance system is a whole. The interaction, communication,
coordination, cooperation, and mutual function among the governance parties are the
foundation to realize the goal of the corporate governance systems and to guarantee
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the interests of the stakeholders and the development of the company. That is why we
study CG as a system and treat it as a whole.

Dynamics: The fluidity and being changeable are the characters of the parties
involved in corporate governance. The shareholders, the other stakeholders and all the
other internal factors of corporate governance system are changeable. The fluidity and
dynamics bring the CGS much more efficiency. For example, the shareholders can
take part in CG by the way of  “voting with their feet”, which can be described and
measured by the stability of the shareholders. The degree of the stability of parties
involved in CGS reflects the dynamics of the CGS.

Openness: CGS is an open system. The CGS keeps exchanging material (subjects and
objects of CGS), energy (the ability of development of firms) and information
(information for decision monitoring and evaluation) to maintain the livingness of the
company. For example, the CGS can adjust the internal structure by communicating
with the capital market, the managers’ market and the product and service market.
Thus the company can engage suitable managers to improve the administrative ability
of the firm and gain high efficiency of CG.

Complexity: The parties involved in CGS have their own characters and objectives as
well as common interests, and there are complex relations among them. The
complicated relationship among the parties includes principal-agent relationship
between shareholders and the board of directors, the engaging and being engaged
relations between the board and managers and the interests balance relationship
among the stakeholders etc. The difference of decision-making models, decision-
making abilities and decision-making styles of the stakeholders makes the CGS more
complex. The CGS can be looked as a network organization in a game. It is the same
thing in the board of directors, which can be described as a network organization in a
cooperative game model. It is the same situation in the other parties of CGS and its
sub-systems. The subjects and objects of CGS keep changing their roles from
managers to directors or supervisors. The variable patterns of change, the complex
environment and extension of the principal-agent chains make CGS a really complex
system.

The function of the CGS. The function of the CGS can be measured and evaluated
through three perspectives: the validity and pithiness of monitoring and inspiriting,
the scientificity of decision-making and the efficiency and effectiveness of the
executive. The CGS can be divided into the following functions or subsystems: the
structure sub-system of CGS, the monitoring and supervisory sub-system of CGS
(board of directors to managers; general shareholder meeting to board of directors,
supervisory board, and managers; stakeholders to board of directors, board of
supervisors and managers), DSS of board of directors, DSS of general meeting of
shareholders, achievement appraising sub-system of CGS, information disclosure and
publication sub-system of CGS etc.

The aggregation and decomposing of CGS. For the change of the environment,
considering the cost and efficiency of governance, the CGS can evolve and change.
One CGS can decompose into several sub systems or more than one CGS constitutes
a new and big CGS. The model and pattern of CGS can evolve along the path of CG
with time passing by. For example, with the operation of the enterprises group, the
M&A and reengineering of the enterprises bring the change of the boundary and
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structure of CGS, that causing the aggregation and decomposing of the CGS. The
aggregation and decomposing of CGS come down to the centralization and
decentralization of decision making rights, the movement of the governance and
administration boundary, the change of general evolution cost (including governance
cost and administration cost) and the effectiveness of the CGS.

THE INFORMATION FLOW MODEL OF THE CGS

CGS is an information network made up by the nodes of stakeholders. The process of
the flowing and processing of information (inside and outside the enterprises) among
different nodes is the operational process of the CGS and the process of CG. The
meaning of the CGIS is to promote and improve the efficiency of the above
processes.

Whether the CGS can operate efficiently depends on whether the information
structure of the CGS is scientific and whether the information flow is smooth and
unhindered. That is to guarantee the stakeholder getting suitable information in
suitable place and at suitable time. The distribution of the information resources
reflects the relationship among the stakeholders and between stakeholders and the
CGS and influences the distribution of the control power among the parties involved
in CG. In fact the balance of the information among them is the balance of right,
power and interests.

The scientificity of the structure of CGS is decided and can be appraised by the
relations among the nodes and the ability of the nodes.

The information flow in CGS relies on the interaction among the nodes and the
relations between them and the CGS.

The CGIS supports and promotes the relationship network and the information
network of CGS to be consistent, synchronized, and amalgamative.

The information flow among the nodes in the CGS is bidirectional. The nodes or the
subjects and objects of CG have different roles and functions. They need information
in different quality, quantity, style, format and with different emphasis. They reflect
and process information in different ways. All these difference decide the direction
and the characteristics of the information flow between the nodes and CGS and
among the nodes.

The information model of CGS looks like an “I” or a “sandglass”. It reflects that there
is a bottle-neck on the way the CG information flows through which the information
must passes. The upper and the bottom mouth of the bottle-neck are the board of
directors and the company’s management which are key positions in the CGS. This
model of information flow reflects the serious and hard-solved problem in the CGS. If
the board of directors and managers can’t operate well, the shareholders,
stakeholders, employees, the markets will get their necessary information with time
delay. The information they get will be with mistakes or in distortion. Then the
stakeholders can not communicate freely and this will cause the nerve center of the
CGS in disorder and the CGS without efficiency and effectiveness. Then some CG
problems will emerge and be common. For examples, the general meeting of the
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shareholders will become the meeting of the majority shareholders, the interests of
the minority shareholders will be ignored and corraded, the managers misuse the
authority, or become dummy, puppet managers, the board of directors will be nominal
and decision making be misplayed. See figure 2.

Explication: Here in Figure 2, different arrows all represent information flow.

Figure 2 The Information Flow Model of the CGS

The CGIS can solve these problems pertinently from the point of view of information
flow and support some functions in the CGS. For examples, CGIS can strengthen the
communication between the board of directors and managers, and help the board of
directors get timely, material information they need accurately and completely. CGIS
can improve the ability to supervise and incentive the managers and make the
managers implement the decisions of the board effectively. With CGIS, the speed of
the information flow can be raised. The communication channel of information can
be broadened and the quality, quantity of information can be attempered in reason.
The output of information from the board of directors and managers to the
shareholders and the outside of CGS can be speeded up and then the constraints of
bottle-neck of CGS can be reduced. By adopting the decision support system to the
general meeting of shareholders and board of directors, decision making will be more
scientific. With the help of CGIS, the board of directors and managers will be
monitored more effectively by the shareholders and other stakeholders and prevent
the board and managers from misusing power and forming cahoot between them.
With the data mining and information mining technology, CGIS can get more
knowledge about the firm’s existence and development from the data and information
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they possess, improve the learning ability of the CGS and make it a learning and well
adapting system.

The information platform of the CGS is Extranet, not just a PC, a LAN or Intranet.
CGIS extends the Intranet to stakeholders and partners of firms, makes the
information partners, strategic partners (including suppliers, customers, creditors etc.)
one part of the CGIS. This is an embodiment of the idea of co-opetition among
enterprises in CGIS. It is also the application of network organization theory and
practice in the co-governance mechanism in CG.

CORPORATE GOVERNANCE INFORMATION SYSTEMS

Background and importance of CGIS

Network economy changes the life and work style a lot. It also impacts the behaviors
and ideas of CG greatly (such as CG information, CG knowledge and CG thought).
The new economy calls for new technologies including network and information
technology to improve the effectiveness and efficiency of CG and adapt to the
situation that the new technologies impact on and change the stakeholders’ behaviors
greatly. For example, in network economy, stakeholders participate in CG more
actively. Their participation in and attention to CG enlarge the team of the subjects of
CG.

The key problem of CG is scientific decision-making. The research stress of CG has
moved from the balance of power and rights among the parties involved in CG to
making decision scientifically. While the premise of scientific decision is accurate,
timely, complete and material information. To improve the quality of decision-making
is one of the functions of CGIS.

CG came from the principal-agent relationship (separation of owners and managers of
the company) and the dissymmetry of information between shareholders and the
operators of the company. The only way to solve the problem is to promote the
reasonable flow of information among the parties of CG, which is just what the CGIS
can do.

CGIS can protect, maintain and guarantee the information right of stakeholders and
then make the information flow more reasonably and orderly.

One of the development directions of CG is the combination of CG and strategy of
enterprises. The structure and mechanism of CG involve in the company’s collocating
social resources effectively, the long-term development of the company, the balance
of interests among all the stakeholders including shareholders. All these things
connect with the strategy of the enterprise. The effectiveness of strategic decision is
based on the cooperation among the stakeholders of CGS and the integration of CGIS
and strategy information systems.

The construction of CGIS can promote the application of information technology and
network technology in CG in network economy, and propel the informationalization
of CG.
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The CGIS for governance corresponds to the MIS for management in enterprises. If
MIS is the resultant of interaction among management subjects and balance of
organizational politics, organizational culture and interests of different departments of
enterprises, then the CGIS is the result of the balance of information, right, power,
interests and interaction among stakeholders to guarantee the sustainable
development of the company. CGIS relies on the principles and tenets of openness,
fairness, and equity of the whole CGS.

From the view of technology, CGIS is a system of software, hardware and
humanware to deal with the collection, processing, data mining, storing, and decision
making support, monitoring support, disclosure and publication of information. The
objectives of the CGIS are to make decision scientifically, monitor and incentive
effectively and executive, operate with high efficiency.

So CGIS is very important to CGS. CGIS can make the collection of information
(from the inside and outside of the enterprises) more quickly, accurately, completely,
make the processing of information more effectively and thoroughly, make the
storage of information with low cost and in great capacity, make the publication and
disclosure of information more quickly, completely and with low cost. CGIS can help
the stakeholders of CGIS get the information they need in convenient ways to support
the board of directors and general meeting of shareholders in decision making and
improve the efficiency of the meeting. CGIS can support the monitoring function of
the board of directors and general meeting of shareholders, and support the managers’
operational function to executive the decision of the board. CGIS makes the
evaluation and invigoration scientifically and with effectiveness and efficiency.

CGIS helps the firm to break the bottle-neck of information from the point of
information flow.

Broadening the communication channels, widening the ways of communication
among the stakeholders of CG----building wider information superhighways. With
the help of CGIS the stakeholders of CGS and the managers will have more
convenient communication approaches. For example, through the Intranet and
Extranet of the enterprise, the directors and the employees can communicate and
exchange ideas directly. The directors can get the first-hand information and material.
CGIS will help us to avoid the information jam at the bottle-neck of the CGS, and
reduce errors and distortion during the information transportation.

Increasing the speed of information flow at the information bottle-neck of CGS----
accelerating the information flow. With the methods and technologies of using
network as communication channels, processing the information electronically and
intelligently, and transferring information digitally, CGIS can speed the information
transportation, increase the information flow volume per unit of time among the
stakeholders of CGS.

Managing the information flow more scientifically ----arranging the information flow
with reason. Based on the researches of the quantity, format, style, content, frequency,
direction, capacity and characteristics of the information flowing among the
stakeholders, and the characters of the information channels, information senders and
receivers, CGIS can increase the quality and efficiency of information transmission
and exchange through scientific, effective and efficient collection, processing,
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allocation and reasonable arrangement of information. Thus the CGS can make full
use of the communication resources the CG systems owned, break the constraints of
information from the perspectives of time, place, capacity, format and the information
senders and receivers. For example, considering the problems of the preparation and
support of the general meeting of the stakeholders or the board meeting, we can
change the situation that the attendants can’t get the necessary information and
material in time and lack of support in during the meeting. Usually some people are
busy preparing the information for the meeting just before the opening of the
conference. Instead, by using the meeting support systems, the CGIS can arrange the
agenda, trim and study the result of related meeting held before, generate the
conference model and template of the meeting, minute the meeting, provide the
stakeholders and attendant with update, accurate, complete and material information
and procedure support. That can help the attendants spend their time and energy on
solving problems creatively, reduce the cost of the meeting (especially the labor cost
of assistant people for the meeting), and improve the efficiency of the meeting. That
is “Either the brains of human work, or the electronic brains (computers) work”. The
stakeholders of CG can get the information they need about the company at anytime,
in anyplace, in any format with the support of CGIS. It is the information foundation
of constructing the co-governance mechanism with the stakeholders participating in
CG actively.

Decreasing the information flux by information reshipment, packing and
compressing----cutting down unnecessary information transmission. Just like using
more public traffic tools, we can solve the problems of traffic jam effectively. The
CGIS can improve the efficiency of information transmission and guarantee the
quality of communication among the stakeholders of CGS by adopting the
information compressing and decompressing technology and processing, trimming,
integrating information to reduce repeated, redundant and cumbrous, verbose
information and make information more proficient and compact.

CGIS can also provide support to break the bottle-neck of information in CGS from
the point of information collection, processing and data mining.

INFORMATION TECHNOLOGY SUPPORT OF CGS ---- CGIS

CGIS is the information foundation of the operation of CGS. CGIS breaks the
information bottle-neck of the CGS effectively and provides information technology
support to uphold and promote the symmetry of CG information, CG knowledge and
CG ideas and thoughts. The functions of CGIS in CG practice are as following:

CGIS helps the company to convene remote or virtual general meeting of
shareholders and provides decision making support and procedure support for the
meeting.

In 2000, the Democratic Party of USA held an elementary election via network in
Arizona. The result showed that the electorate took part in the election more actively
using the new tools than the traditional voting methods. Of course, there are some
problems with the method of voting by network, such as ID certification of the voters
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and the security and safety of information etc. But these problems do not influence
the attention of voters on this new voting approach.

The draft of the CG Principles of China, which was studied and written by the
research team of International Business School, Nankai University, suggests that
shareholders should be encouraged and supported to attend the general shareholder
meeting more conveniently and effectively with the application of new technologies.
In network economy, because of shares’ becoming more and more dispersed, the cost
of attending the general meeting directly is getting higher, and the possibilities is
getting smaller. In order to make the shareholders take part in the general shareholder
meeting expediently and improve its efficiency, the company should encourage the
shareholders to participate in the meeting and vote with different approaches, like
virtual general meeting of shareholders, network meeting, visible telephone meeting,
electronic voting systems etc. The development of the information and network
technologies make it possible for the shareholders to take part in the general
shareholder meeting and vote in different indirect ways.

The network platform of the CGIS ---- Extranet, connects the company with its
stakeholders including the main customers and suppliers. The Extranet makes the
stakeholder theory in CG have a reliable technological support and useful tools. In
network economy, the technology and application of Extranet coming from the
information and network technology and the thought of co-governance by the
stakeholders derived from the CG theory are integrated seamlessly here and now in
CGIS.

The web site of the company provides a window for the stakeholders and all
customers of the company to get the information they are interested conveniently.
CGIS makes the Intranet and Extranet become the network information platform of
management and governance of the firm and a real open and safe sub-network of the
world wide Internet.

The information disclosure systems of the firms (especially pubic listed companies)
can help them to disclose the relevant information effectively. It is important for a
company to have a good public impression.

The method of solving the problem of information dissymmetry is to construct the
information symmetry mechanism, or information transparency mechanism. That
means every stakeholder of the company has the right and is able to get the
information related to his or her interests. In the practice of CG, the UK&US model of
CG tends to strengthen the transparency by effective information disclosure. While
the continental model (Germany and Japan model) emphasizes the problem of
reducing the dissymmetry of the information among major shareholders. They all pay
much attention to the function of the information disclosure in effective CG. In
network economy, with the help of information and network technology, the
information disclosure systems play a more important role in CG.

The support systems for the general meeting of the shareholders and board meeting
help the enterprises make decision more scientifically and utilize the experience and
knowledge of the firm (organization memory) more helpfully.



Corporate Governance

12

In the year 2000 general election of the president in America, the old poll equipment
used in the election made America really embarrassed for they didn’t match the
development level of this most high-tech developed country. And now, many
companies, including Voting Systems and Software Co., Global Election Systems
Co., Sequoia Pacific Voting Equipment Co., Election.com and VoteHere.net Network
Voting Co., want to enter and develop this market. Many states in US devote
themselves to promote network voting. Similarly, all the parties involved in CG pay
much attention to shareholders’ voting by network and the application of the decision
support systems in general meeting of shareholders and board meeting.

With the information system platform of CGIS, Intranet and Extranet, general
meeting of shareholders, shareholders, the board of directors, directors, managers,
employees and the other stakeholders can communicate and cooperate with one
another in high effectiveness and efficiency.

For example, by using e-mail, online forum, the president of the company can have a
dialogue with employees and other stakeholders directly. By adopting remote
conference systems, the company can integrate the resources all over the firm, the
country and even the world in the field of strategic decision making, R&D, marketing
and services etc. For instance, the researchers all over the world can communicate,
discuss, solve problems encountered in product design by remote conference, video
telephone, e-mail etc.

The above is the application of information and network technologies in CGS. They
are all parts of the CGIS. In addition CGIS connects the information systems, like
MIS, ESS, DSS and other information systems; the network platform, like Internet,
Intranet, Extranet; and all the stakeholders inside and outside the company closely to
make up a whole system. That constructs the internal and external information
structure of the CGS. It is also the CG information network. See figure 3.

Figure 3  Information Structure of CGS
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Explication: Internet, Intranet, Extranet, CGIS(Corporate Governance Information
Systems), ESS(Executive Support Systems), DSS(Decision Support Systems),
MIS(Management Information Systems), CIMS(Computer Integrated Manufacturing
Systems), ERP(Enterprise Resources Planning), TPS(Transaction Processing
Systems), CRMS(Customer Relationship Management Systems)�OAS(Office
Automation Systems), KWS(Knowledge Working Systems)

FUNCTIONS OF CGIS AND RELEVANT TOOLS

Information collection sub-system of corporate governance

The function of this sub-system involves in the collection of the information related
to CG inside and outside the firm, including market and environmental information.
This sub-system is the operating foundation of CGIS and the information resources
base of CGS. In this sub-system the following tools and technology can be used:
traditional information collection technologies, intelligent information collection
tools, information gathering technology on Internet, information classification tools,
intelligent searching tools and individualized information query technologies etc.

Sub-system of corporate governance structure

This sub-system is to manage all the information about the parties and their relations
involved in CG, including the number, character of the relationship between the
stakeholders and the CGS, the constituent elements, number, characteristics of the
general meeting of shareholders, the board of directors and supervisory board.
Besides the information about the situation of the CGS structure, the evaluation of the
structure and the optimizing model of CG structure are also the functions of this sub-
system.

Information disclosure and publication sub-system of corporate governance

This sub-system cares about these problems: positioning of each party of CGS and
analyzing what kind of information they need, providing stakeholders with related
information considering the time, place, format, style, content and quality,
establishing and selecting models to match information to different party and
individual stakeholder of the CGS, constructing support systems of information
disclosure and publication, and maintaining the information channels for information
disclosure and publication. Generally speaking, the Internet is used to publish
information to the public, the Extranet to the stakeholders like some customers and
suppliers, and the Intranet is used to provide information to the board of directors,
supervisors and CEO, other managers, and the employees considering their different
information authority.

Support system of general meeting of shareholders

The following are some functions of the sub-system: agenda planning of general
meeting of shareholders, information processing for general meeting, procedure
support of general meeting of shareholders, minuting the process and result of the
general meeting and query of the history information of general meeting of
shareholders.

Support system of the board of directors
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Some functions of this sub-system are much similar to the support system of general
meeting of shareholders. In addition, besides the decision support to the board
meeting, this system also provides relevant information support to the individual
directors in their daily work.

Sub-system of interface with the ESS, MIS and other information systems

This system provides friendly and effective interfaces between CGIS and other
internal and external information systems. To promote the integration of different
information systems in the firm is also the function of this sub-system.

Knowledge mining sub-system of corporate governance

Data mining of the result, experience, knowledge of decision; tracing the
implementation of decision making; analysis of the effect of the decision; selection,
extension and application of the optimal model of decision making; enrichment and
modification of the database, information base, knowledge base and organization
memory; promotion of the learning organization are all the functions of this
subsystem.

Performance evaluation sub-system of corporate governance

The function of this sub-system includes: design of the evaluation index system of
different parties involved in CG, collection of evaluation information, processing of
the evaluation conclusion, selection of the incentive index system, tracing and
evaluating the incentive effect of different levels in CG. In addition, the evaluation of
different relations (such as principal-agent relationship between the board and the
general shareholder meeting, the monitoring relationship between the board of
directors and supervisors to managers etc.) and the evaluation of executive
effectiveness are also the functions of the sub-system.

Sub-system of corporate governance culture

A sub-system to deal with relevant information and promote construction the
atmosphere and environment to cultivate good corporate governance culture.

CONCLUSION

Corporate governance has gained more and more attention both in theory and practice
as a world wide research topic. It is very necessary and urgent to study corporate
governance today with the globalization of economy and the development of
information and network technology. We study corporate governance as a system, a
system of mutual function process among the parties involved in corporate
governance. Good governance relies on scientific decision making mechanisms and
the premise is timely, accurate and complete information. But in CGS the information
bottle-neck obstructs the information flow among the stakeholders. To solve these
problems and find good approaches to guarantee the effectiveness and efficiency of
CGS in new economy, we adopt information and network technology into CG and
present the concept of CGIS. With the development of information and network
technology and the ever-changing environment of enterprises, information is getting
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more and more important to guarantee effective and efficient CG. The adoption,
construction and application of CGIS are necessary and operational to good
governance.
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