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Chapter 1

Introduction

1. Background.

Since late 1990’s, many Commonwealth countries such as Malaysia, Australia and New
Zealand has been actively conducting their Law Reforms especially in the area of
Company Law'. A common issue which most of these jurisdictions are heavily harping
on is the area of directors’ duties. This area has been evolving through time and still
developing till to date. It seems to be an area of concern for many parties such as the
regulators, corporations and professionals due to the fact that the law has come up with
many tools which conferred such wide powers to the directors resulting them abusing
those powers in mismanagement and breaching their duties. A very strong point was
highlighted by Farwell L] in Gramaphone & Typewriter Ltd v Stanley* on the strength
of the powers of directors conferred by the articles of the company and how even the
body of shareholders as the owner of the company are only able to challenge those
powers through two drastic actions that is, either by altering the articles or by refusing to

reelect the director in the next general meeting.

The Malaysian Government, over the past few decades, after the merger boom in the
1980’s, has been promoting local companies to be competitive not only in the local
market, but to have the ability to be competitive enough in the international market. This
is to strengthen the nation’s economy by encouraging foreign investments into the local
market and local companies penetrating into foreign markets. One of the steps taken by

the Government is by the implementation of policies which creates a more conducive

! This is when each jurisdiction will form a committee which specializes or concentrate on the reforms of
their Corporate Law in a more systematic manner. For example, in Australia is the Corporate Law
Economic Reform Program (CLERP), in UK its called the Modern Company Law for a Competitive
Economy, a reform program by the UK Department of Trade and Industry, and in Malaysia it’s the
Corporate Law Reform Committee (CLRC).
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