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Firms shall efficiently allocate limited internal resources, dealing
with all kinds of activities including procurement, capital planning, etc.
so as to raise up chances of effective competition against other
competitors. In others words, firms must rely on effective company
governance to assure sustainable development & profitability.

Based on company governance related theory & structure, the paper pays
attention to conducting cases study method on Company A. Via in-depth
digging how Company A performed during the period of 2003 to 2008, why
Company A over-invested during 2003 - 2008, why Board of Directors
didn’ t function well so as to correct the causing-disaster decision by
kinds of analyses, this paper finds out below reasons to cause Company
A to be delisted in 2008:

1. Performance of core business (manufacturing and sales of ferrite
core) getting worse gradually.

2. Over-investment due to overconfidence regarding internal
resources allocation.

3. Overconfidence regarding sales of new product.

The root causes why Company made above mistakes could be generalized
as below list:

1. “Empire Building” agency conflict existed between managers and
stockholders.

2. The un-separation of Ownership and control.
Independent directors of Board of Directors don’ t function well
to provide insightful, effective-monitoring opinions. Managers
are under loose monitoring of Board of Directors.

4. There is little discipline regarding how managers behave in daily
operation and critical decision making.

Keyword: Company governance, Board of Directors, Passive Component
Industry
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