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Background of the study
The term Corporate Governance has been the subject of debates and it mainly attracted worldwide attentions after the collapse of high-profile businesses. The scandals that followed have shattered the trust that investors placed in companies’ Corporate Governance. 
One of the major scandals that point out an erroneous Corporate Governance practices regards one of the largest food-based companies, Parmalat, in 2003. The company was unable to maintain the Italian’s best practice standards, leading to the failure of the business, until being nominated by the analyst as ‘Europe’s Enron’ (The Guardian, 2003). Others classic example of businesses collapse due to poor Corporate Governance decisions and practices that could be mentioned are the Australian HIH insurance company and the CAO (China Aviation Oil). These cases are only a few examples, but the inefficiency of the governance system, on a worldwide perspective, remains one of the most debated subjects today, given its impact on the welfare of the stakeholders and, generally, the businesses’ performance (Melis, 2004).
The subject of Corporate Governance is a broad term that has the aim to control and administer companies’ operation, through the definition and description of processes, laws, policies and institution that lead the action of the organisations and corporations. Its main purpose is the support in the construction of a transparent and responsible environment, which is necessary in the development of long-term investments and, therefore, business and financial stability and integrity (G20/OECD Principles of Corporate Governance Updated, 2015).
The purpose of this paper is an analysis of how a better use of corporate governance can lead to better financial results and, on the contrary, how a wrong use of it can lead to business failure. 
In particular, it is mainly studied whether companies with more efficient corporate governance perform better than worse governed businesses.

After the 2007 global financial crisis, some analysts such as Nielsen (2007) underlined how the poor Corporate Governance and its culture was the common denominator of the crisis failures (Nielsen, 2007). In addition, in 2007 the economist Ajagbe sustained how the abuse of power and the fraud practices are a common place in poor governance management (Ajagbe, 2007).
There is, therefore, a common idea of ​​how the result of poor governance practices is a smoothing of the earnings. Other authors are more drastic, arguing that these poor corporate governance practices invariably lead to business failure (Enofe & Isiavwe, 2012).

Although worldwide attention, especially after the crisis, focused on the relationship between corporate governance and business performance, it is noted how the statistic investigation between the two variables has been rarely reported. In addition to that, some inconsistency in the results has been recorded, as some studies reported a negative correlation between the two (Nickell et al., 1997).
More recent studies found out that an effective Corporate Governance, along with financing and risk management practices, is a pillar of business’ sustainability (Brunnermier, 2009).  
Each of these findings, however, result from focused studies on either only financial or non-financial institutions. 
Assuming that an effective CG plays a fundamental role, regardless of whether the institution is financial or not, this study will mainly focus on non-financial institutions listed on the London Stock Exchange market. 
Objective of the research
The aim of this research is to investigate the impact of the Corporate Governance on the financial performance of selected listed companies on the London Stock Exchange Market. The study’s objectives include first, the analysis of the nature of Corporate Governance, providing an overview of all its components; second, its dynamic relationship within the financial performances of listed non-financial institutions.

The main objectives will therefore be the following:
· To explain the wise Corporate Governance practices
· To measure these practices through the major indicators of Corporate Governance
· To study the correlation between these practices and the companies’ financial performances
· To analyse the companies’ key indicators of financial performances
· To understand in which measure the performances are influenced by the Corporate Governance practices
· To find out which Corporate Governance practices are the best

Scope of the Research

This research will focus on studying the impact that corporate governance practices have on the financial performance of companies.
Firstly, will be mainly analyse the role of the Board of Directors and the role that they play in the governance and how they contribute to businesses’ performance. 
The study does not focus on a single type of industry, but the companies that will be studied are part of a varied sample, in order to carry out a wider research.
Therefore, the variables of governance that impact on the performance of these companies will be studied, which will be monitored through the use of financial ratios. The second part of this research will carry out a financial analysis with the use of the key financial index.
In conclusion, the scope of this study is to find in which proportion the practices of Corporate Governance affect the business’ performance, not dwelling on a purely quantitative analysis but taking into account the qualitative aspects as well.


Major Problems faced in the research

This study wants to answer some problems that concern
· Why the Corporate Governance impact on the business’ performance?
· How does it influence the financial performance?
· When the financial performances are mainly influenced by the governance of the business?
· What are the best Corporate Governance practices based of our study?
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Hypothesis of the study:

The starting hypotheses of this paper are the following:
· Businesses that have high-level Corporate Governance have better financial results
· Businesses that have a poor-level Corporate Governance have lower financial results

Taking into consideration these starting hypotheses, the aim of the paper is to support and / or refute these hypotheses, based on the results obtained from the study.

Literature Review
Concept of Corporate Governance
The term ‘Governance’ derives from the word ‘Gubernare’ which, if translated, means rule. In the past, the word Governance was used in the administration of towns, regions and kingdoms as a normative framework used in the exercise of power and acceptance of responsibilities. With the growth in the number and size of corporations, shareholders and with the increasing evidence of the impact that it has on the society’s wellbeing, this term found relevance in the world of corporate. The importance of Corporate Governance has increased even more with the separation between the ownership and the management control in the modern corporations. Two different interests, sometimes even conflicting between each other, derive from this separation: the interest of shareholders and the interest of the managers (Khan, 2011).

Several definitions of Corporate Governance can be found, which differ between each other as it is a subject that can be viewed from different angles.
In 1932 Berle and Means, supported in 1977 by Smith, defined the Corporate Governance sustaining that the ‘allocation of ownership, organisational structure, board of directors, capital structure, product and labour market competitions, etc. can all be seen as organisations that impact on the process of distribution of quasi-rent’ (Berle and Means, 1932).
In 1997 Shleifer and Vishny defined the Corporate Governance as ‘A way to ensure the return of an investment used by the finance suppliers of corporations’. The year after, Prowse provided his definition sustaining that CG is a set of rules, policies, standards and organisations necessary to manage the behaviour of owners, managers and directors, defining their duties and responsibilities towards external Investors (Prowse, 1998).
In 1999, The G20/OECD first published the Principles of Corporate Governance, a set of common rules with the aim of support the economy efficiency, growth, sustainability and efficiency. The purpose of these principles is to help policy makers to improve and evaluate the Corporate Governance’s institutional, regulatory and legal framework. First published in 1999, the Principles have been reviewed in 2004 and subsequently in 2014/2015, embracing a wider understanding of the idea that the foundation of a well-functioning CG system is highly influenced by a higher accountability, transparency and respect of shareholders and stakeholders’ rights and roles (G20/OECD Principles of Corporate Governance Updated, 2015).

Focusing mainly on the United Kingdom, in 1992 the Cadbury Committee published for the first time the UK Corporate Governance Code (The Code has been amended in 2014), which provided a classic definition: ‘Corporate Governance is a system that control and direct companies. The Governance is in the hand of the Boards of Directors. The Shareholders must ensure that an appropriate CG is in place, appointing the directors and the statutory auditors. The definition of the strategic aims of the company, through the supervisory of the management and the stewardship’s report to shareholders, is responsibility of the Board. Regulations, laws and shareholders through their general meetings supervise the actions of the Board.’ (The UK Corporate Governance Code, 2016).
Conclusively, it is evident that the definitions of Corporate Governance result to be similar but presented under different perspectives. The fundamental objective of CG is to protect the interests of the stakeholders, generating a transparent, confident and trust environment between the competing and conflict of interest parties.

Research Methodology of the study:
As previously argued, the purpose of this paper is to analyse the correlation and the degree of influence between Corporate Governance and the performance level of companies. 
The performances taken into consideration will mainly be the financial ones. The research does not want to focus on the quantitative level, but also wants to take the qualitative method into consideration. 
To do this, the research will consider the study of a range of companies that are listed on the London Stock Exchange Market, of which the level of efficiency and influence of the practices of Corporate Governance will be analyzed first, with an analysis also of the implication that CG has on the economy in general. To do this, initially the study will try to develop a measure called the ‘Corporate Governance Score’ (CGS), or a score that reflect Standards and Poor’s assessment of the practices of Corporate Governance in a company, measuring if they serve the interests of the firm’s stakeholders, with an emphasis on the position of the shareholders. This score is calculated on a basis from 1 to 10, where 10 is the best possible score (Standards and poor's corporate governance scores and evaluation, 2014).
The criteria took into consideration in this Score are many, among them can be mentioned the Board structure (its composition, practices, policies, the composition of the committee,..), the remuneration/compensation system, the Audit practices, the Shareholder rights (voting issues, one share/one vote,..). 
These factors will be analysed together with the financial performance of the company, to understand their level of influence.
Regarding the performance of the company, they will be measured through the firm key indicators as the Net Profit, Return on Asset, Return on Equity, Return on Capital Employed. In addition, will also be mentioned other standard financial ratios that will look at liquidity, solvency and efficiency.
 
Data finding and analysis

The data for research purposes will be obtained mainly from the annual reports of the companies and public information sources, both as regards Corporate Governance data and financial data. 
The companies analysed are listed on the London Stock Exchange Market, thus facilitating the recovery of data for research purposes. 
In addition to being comparative between different companies, the analysis will also be carried out on a historical basis, taking several years into consideration for a more accurate study.

Conclusion    

Given the recent crisis phenomena and the increasingly complex business structure, worldwide attention is focused on the role that Corporate Governance has within companies. 
[bookmark: _GoBack]The participation of many different parts and therefore the presence of multiple conflicting interests, requires that Corporate Governance plays its role transparently and efficiently. For this reason, monitoring the impact of its actions on companies' performance is important and necessary in order to maintain and control the efficiency levels of businesses and the satisfaction of the multiple interests at stake.
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