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ABSTRACT 
 
The state of difficulty for economic growth, unemployment that leads to social 
consequences and unbalance society, the lack of innovation and high risk or 
professional negligence are all links to deficiency of corporation’s growth and 
defective government policy, the more corporations are substantial the more 
these problems are less. It is evident that there is never a final-stage to 
innovation; I potently perceive that corporations need guides from the 
government for risks and dangers on business’s deals not just corporate laws. 
The globe now comprehend that one of the ways to tackle these problems is to 
foster an efficient performance of corporations. Some corporate law scholars 
cited that the costs and benefits of corporate governance have been the tangible 
and visible entity extended in law, economics and finance studies. GMM 
estimator as a methodology was used to test 64 variables. found the link 
between corporate law and regional economics was observed and this is because 
corporate law provides security and ease means of free business and 
convenience means for taxations which leads to improvement in capital and 
increased employment and bestow economic growth of that region while 
regional economics search for problems that have negative impact on regional 
economic growth and offer solutions to improve the economic growth of a region. 
 
Key words: Corporate governance, legal rules, deficiency of corporation’s 
growth, defective government policy, regional economics. 

 
 
 
INTRODUCTION 
 
There have been several modern and creative theories to 
resuscitate America’s corporate law and improve the 
performances of corporations in all the states in America. 
Corporate law scholars like Michael and Meckling (1976) 
came up with new theories to reconstruct the 
performances of corporation in 1976. They found 
complicated interactions among members and business 
participants in corporation. The interaction can only be in 
equilibrium if the corporation is treated as an entity. It was 
observed that corporations do not have any help in 
regulating or analyzing their regional problems that could 
have negative impact on their growth in a long run 

perspective, sometimes, corporations are run in regions 
with many invisible problems that will later affect the 
corporation and the corporation starts dealing with the 
problems after some damages or negative impacts, for 
instance, KFC in China needed to adjust its menu to better 
suit Chinese taste.  

This research focused on how regional economic 
analysis and corporate law can interact to improve the 
performances and to cut-back risks or regional problems 
that could have negative impact on corporations and foster 
corporate governance.  

In this research, the main focus was on the relationship 
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regional economic analysis and corporate law and what 
they have in common that can improve the efficiency in 
corporation. I am of the view that regional economic 
analysis can cut-back long-run risks and unpredictable 
phenomenon that can occur in the future and have 
negative impact on corporations. For instance, corporation 
dealing with gold mining needs to understand the behavior 
of the people and government officials, infrastructure and 
spatial space in that region. Understanding the 
aforementioned can cut-back the risks incorporated with 
the society so that corporation can evade conflicts and 
time consumption; these distinctions are very significant 
for corporate managers to understand. Firms are creating 
the opportunity for controllers to take risks because 
managers share gains with shareholders but do not share 
all the losses (Jensen and Meckling, 1976). It is strongly 
undeniable that corporate law is very important for 
corporations which foster their profound function. When 
America law stopped giving importance to corporation, the 
intellectual law built will be crummy (Manning, 1962). 

Regional economic analysis is strongly needed to 
enhance corporate governance because it studies human 
behavior that is related to economy problems in a region 
and the problems corporations might face in any region. 
Corporate’s governance prevailed by management studies 
and corporate laws, the economic theory of the firm and 
the greater concern on corporate social responsibility with 
much difference between heterodox economic and 
political system (Blowfield and Dolan, 2008). Scholars with 
regional economic skills are in a better place to carry out 
survey before a corporation is established in a region 
because of the skills to analyze spatial management and 
planning and the risk of stationary resources while a 
corporate law scholar deal with the legal issues. Decision-
making and distribution of profits among corporation legal 
person and the tensity within the corporation body will be 
dreadful, (Robert, 2006). 

The most modern corporate laws are meant to improve 
the efficiency and productivity of corporation by 
improving corporate governance and convenient means 
for taxation. Regional economist already understands the 
problem that faced the economy of a region and best know 
how to tackle these problems, especially with stationery 
resources needed by all corporations to start-up in a 
region or to help them settle easily. My idea on this 
research is to set up Regional Economic Analysis for 
Corporation by governments in every country or State and 
provinces which main aim will be to help Corporations 
answer most of the question they need before and after 
being established in a region. As a matter of standard, 
model or pattern regarded as typical in corporation, 
efficiency and fact, the globe continues to converge around 
the standard shareholder-oriented model of the business 
companies (Hansmann, 2006). 

Before companies outsource or plan to globalize in this 
modern world, it is unveiling itself to the process of 
communicating with different kinds of societies, culture 

and governments. This means that the company is obliged 
to be conversant with new types of governments and 
societies. Therefore, it is necessary for the company to 
adjust their strategies according to the customs and local 
customers demand, this means that before the corporate 
by-laws are enacted, a Regional Economist has to analyze 
possible problems that could impact the functioning of the 
corporation given the familiarity or the professional skills 
and knowledge he or she has on regional problems. 
Professionalism or professional codes might be difficult or 
requires great physical or mental effort to carry out in 
practice (Martin and Schinzinger, 1995). 

Regional Economics’ skills can greatly foster the 
efficiency of corporate governance in decision-making as 
well as corporate law. Corporate law mostly focused on 
how managers should govern a corporation while the 
regional economic aspect is widely neglected. For instance, 
managers of corporations should truly understand the 
regional economic factors that can influence their 
decision-making such as economic growth of the region, 
interest and exchange rates, inflation rate, the beliefs of 
the local, infrastructure and security. For instance, India 
has several beliefs that can affect the performance of a 
corporation since most parts of India are vegetarians 
which can affect a Chain-food corporation. This research is 
the first of its kind trying to link corporate law and 
regional economic analysis. 

The modern corporate law in the United States is to 
encourage corporation to expand as much as possible due 
to the huge employment it provides. If corporate law 
encourages corporation or help them to analyze regional 
risks and problems, it would cut-back risk before and after 
a corporation is installed and during business operation, 
for instance, the corporation entails to buy property in a 
region and a regional economic research needs to analyze 
the risk and economic related problems which could save 
the company from potential risks, thereby saving 
employment; the growth of the firm increases employment 
and reduces the risk of laying off workers. “The interests of 
the capitalists and those of the employees are the same 
with the concept that, the much benefit yield by a firm was 
not only beneficial to the stakeholders but likewise to the 
employees because they offer them employments” (Karl, 
1944; Arensberg et al., 1957). 

Regional economics is the economics that focus on new 
creative ideas to improve economic growth in a region and 
creating economic opportunities. Some researchers 
carried out researches on related articles on regional 
economics (Dubey, 1964; Meyer, 1963; Krugman, 1991). 
They explained that regional economics deal with the 
economic prospect of the regional negative impacts with 
the implication of theoretical and policy analysis and 
respect to regions, ranging from local level and not limited 
in scope. In this research, GMM estimator was used to test 
64 variables. I collected and analyzed data on economic 
freedom, data from World Bank and the United Nations 
from 2010 to 2016. 
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EMPIRICAL ANALYSIS ON CORPORATE LAW AND 
REGIONAL ECONOMICS 
 
Since this study centralized on how regional economic 
analysis can help corporation to reduce risks and improve 
their growth and because growth increases employment in 
corporation, corporations are one of the main sources of 
employment and the empirical correlation between 
corporate law and Regional Economics is that regional 
economics addresses three main problems that might help 
improve the way corporate strategies are applied namely, 
problems with stationary resources, spatial general 
equilibrium and human behavior relating to regional 
economic problems (Dubbey, 1964). Lionel (1932) also 
worked on some related articles. It is believed that for a 
corporation to act well in a region, it needs to understand 
the human behavior of that region related to economic 
problems, for instance, the culture of the region, this will 
have significant effects on the corporate strategies of that 
region and the by-laws of the corporation; regional 
economics deal with this kind of issue. These are not found 
in corporate law because it centralizes on taxation, board 
of directors, shareholders, stocks and management. 

The significance of corporate law is to create innovative 
laws that can ease corporations to act freely and efficiently 
based on the region that is why corporate laws in most 
states in America are different. Corporate law enhances 
corporations especially LLC and allows them to take high 
risk according to the laws that governed the corporation. 
Corporate law would have been very efficient if it 
encourages regional economic analysis in corporation. 
There have been many cases, failed businesses or 
bankruptcy in corporation due to lack of regional 
economic analysis. 

Kodak (2012) filed Chapter 11 bankruptcy business 
reorganization because it failed to update its products to 
the space of technological world; in this modern world, 
innovation is what drives businesses to the highest 
profitable level and lack of innovation can bankrupt a 
corporation or reduce profits of the firm. If Kodak had a 
regional economic analyst or if the corporate law 
department has this service and who analyzes regional 
data on problems that impact the growth of the 
corporation and strategies to improve the regional growth 
of the corporation, Kodak would have been aware of the 
risk, perhaps steps would have been taken to fix and 
innovate its products, or if all states take the initiative to 
integrate  corporate law and regional economic analysis as 
a department, with regional economic analysis department 
to analyze data on problems that could hinder productivity 
and growth in corporation. 

Most corporation and corporate law concentrate on 
financial risk leaving the first problems that cause financial 
risk; unstable political system can influence financial risk. 
Atangana (2013) expressed that governance, such as 
political stability and regulator quality, ultimately exerted 
a positive effect on economic growth. In 2014, Morgon 

Stanley Corporation was fined for covering up the full risk 
associated with mortgage securities. From 2003 to 2017, 
Morgon Stanley Corporation has been involved in fines or 
law sued making all together 14 sues or fines. This is a 
very significant number for a single corporation and this 
shows that a regional economic analysis is badly needed to 
follow up corporation ensuring that they do not take 
certain risks and get involved in illegal businesses.  

The Sarbanes-Oxley Act of (2002) requires executives to 
personally certify the financial statements of their 
corporations. Normally with this Act in place, Morgon 
Stanley Corporation should not have found herself in some 
of the sued situation, meaning that we have to do more to 
make sure all corporations are stopped before they get 
involved in such risk. It is better to help corporation cut 
their risks or involvement in illegal transaction than to let 
them then fine them after or sue them to court. 
Government needs to show loyalty and care about 
corporation not just implementing corporate law. Macey 
(2006) expressed concern about the differentiation 
between duties of care and loyalty in corporate law.  

My idea is different from that of Robert Clark who 
perceived that Delaware corporate law treatise should 
take on the board’s responsibility for ensuring effectual 
interior controls over legality of corporate activity. I am of 
the view that regional risks analysis and problems on 
business transaction should be looked into and help 
corporation to avoid such risk. Corporate law sets rules 
and regulations without setting means to help 
corporations evade breaking them; it is just like setting a 
trap for corporation. 
 
 
LITERATURE REVIEW 
 
In the Delaware general corporate law, shareholders are 
not allowed to manage the corporation, Act §141(a) states 
that corporations shall be governed by a board of directors, 
but observing at the obligations of shareholders or their 
functions, the difference between the functions of the 
board of directors and that of shareholders can hardly be 
found. For instance, Act §109(a) Shareholders have the 
right to change the corporate by-laws. By-laws are used to 
govern a corporation in a state or region and are the core 
factors that influence almost all decision-making in a 
corporation. Shareholders also have the right to choose the 
members of the board of directors and can also vote on 
significance issue or decision-making. This means that 
shareholders will always vote someone who will support 
their interests.  

With this question raised we can all see that 
shareholders actually manage their corporation but not in 
person. After studying the Delaware corporate law, My 
judgment reached after all the consideration is that the 
real managers of the regional corporation in Delaware are 
the shareholders and that the directors are just carrying 
out the wishes of the shareholders even though they have 
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the right and free-will to act by their judgments as 
directors. The question is: how can they act against the by-
laws supervised and corrected by the shareholders? Act 
§220 (b) states that shareholders have the right to inspect 
their corporate books and record during normal business 
hours after submitting a written request and the amount of 
a shareholder’s share determines the values of his or her 
vote in decision-making. 

This means that if Adam Smith was here today he would 
have changed his idea about corporate governance. “Being 
the managers rather of other people’s money rather of 
their own, it cannot well be expected that they should 
watch over the same anxious vigilance with which they 
watch over their own (Simth, 1789). It is true that 
someone might not sincerely managed other’s wealth as if 
it were hers but with by-laws created by directors 
supervised and accepted by the shareholders who elected 
them. Regional economic policy and sound political policy 
has huge impact on companies and per capital income, in 
fact, they are the key influential of firms and economic 
growths (Lundstrom and Stum, 2006). Economic freedom 
has positive effects on fostering capital growth and 
influence firms to search for new markets and increase 
regional employment.  Salisu and Sapsford (1996) argued 
that the more economies policies are open the more firms 
are likely to invest. Balasubramanyam (1996) argued that 
freer economies have a good chance to attract large 
volume of foreign direct investment and benefit more than 
less open economies. 

There are several factors that influence firms to foster or 
invest more in a region for instance, resources such as 
finance and good government. Gregor (2013) argued that 
all firms that have better access to external financial 
support tend to invest more without reflecting on the 
negative impact of property rights. It was observed that 
the key reason for firms to foster rapidly is based on the 
government policy on international and regional trade. 
Bengoa and Robles (2003) analyzed the reciprocal action 
and reaction between economic freedom, FDI and 
economic growth and found positive contribution of 
economic freedom to FDI inflows. 
 
 
METHODOLOGY  
 
To find the correlation between the growth of corporation 
and increase in employment, a two-way dimensional 
cross-sectional data set hypothetical description was used, 
that is, the growth of corporation by regions for 21 regions 
and after comparing the growth of many corporations, 16 
corporations were chosen. This methodological-analysis of 
econometric was used by several research scholars such as 
Besly and Burgess (2004), Mitra and Ural (2006), Sofi and 
Shanma (2015) and Baharumshah and Law (2010). To 
bring into existence the data set I complied with the 
samples of NCEUS which was first used in 1999 by NSSO 
for    employment   and   unemployment. The  hypothetical  

description is as follows: 
 

                        
(1) 
 
Two statistical regressions were carried out on two 
categories to distinguish some common characteristic or 
quality that have impacts on corporations and 
employment. In Equation (1) regions were represented 
with y being the logarithm of the real GDP per capital and 
(Pcy) is the policy that have impact on corporations, FDI 
and economic growth, such as economic freedom and the 
rule of law which data is from the World Justice Projects 
(the place); X is the matrix of the control variables and 𝜀𝑖𝑠   
is the error term. In Equation (2), (𝛼𝑒  − 1)  is the 
intersection. 
 

 (2) 
 
Bond (1991) presumed that the error term is not 
consecutive with any of the variables and that the lag of 
the explanatory variables are lacking in force or 
ineffectiveness exogenous which is apprehended with 
certainty as the Differential GMM estimation. 
 
 
Statistics results 
 
Tables 1 and 2 show the experimental and observation 
results. The results in Table 1 column (1) proved the 
estimates of the coefficient which is the interaction 
condition for both foreign direct investment and economic 
freedom policies. The results in columns (2) to (9) are 
statistically substantial in effect of policy and decision-
making. This intelligibly indicates that government and 
economic policy and decision-making have significant 
impact on the growth of corporation and economies. 

This study of growth is almost similar to the literature of 
Chong et al. (2010). In Table 3, almost all  the coefficient on 
the impact on growth have positive signs with significant 
respect to statistical mainstream, this entails that 
economic growth influence the growth of corporation. 

In Table 3, it was observed that FDI has potential impact 
on employment and the growth of corporation and huge 
impact on economic development but depends on the 
economic policy and government interaction. In the other 
set of regression, the link between regional development 
and the inflow of corporation was examined; specific and 
significant impact was observed, meaning that the rate of 
development determines the attractiveness of corporation.  

The hypothesis tested to acknowledge whether the 
regions really matter for inflow of corporation started by 
adding interaction term between infrastructure and 
government policy and the results were negative, then, I 

𝑦𝑖𝑡  =  𝛼𝑒  + 𝛽1  𝑃𝑐𝑦 𝑠 + 𝛽2 𝑋𝑖𝑠  + 𝜀𝑖𝑠            

𝐺𝑟𝑜𝑤𝑡ℎ𝑖𝑡  = 𝑦𝑖𝑡  − 𝑦𝑖𝑡−1 =  (𝛼𝑒 − 1)𝑦𝑖𝑡−1 + 𝛽1  𝐸𝐹 𝑠 + 𝛽3 (𝐹𝐷𝐼) + 𝛽2 𝑋𝑖𝑠 + 𝜀𝑖𝑠  (2) 
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Table 1: Statistics results. 

 

Variables Mean Standard deviation Minimum Maximum N 

State’s policy 1.39 0.71 3 1 336 

Freedom of speech 0.81 0.3 0 4 336 

Rule of law 2.01 0.42 0 6 336 

Education 0.24 0.55 2 1 336 
Decentralization 0.009 0.29 1 1 336 
Communication 0.14 0.12 0 1 336 
Employment 0.021 0.21 0 1 336 
GDP per capital 0.43 0.18 0 1 336 
Free movement  1.25 0.21 1.71 1.41 336 
Distance 0.31 0.23 1 1.41 336 
Population 0.41 0.13 1 0.54 336 
Production 0.34 0.32 1 0.41 336 
Transparency 0.49 0.17 0 0.03 336 
Employment 0.52 0.18 0.013 1.18 336 
Local government 0.46 0.50 0 13 336 
Economic growth 0.28 0.41 0 1 336 
Others Yes Yes Yes Yes 336 

Population 21.1 12.3 2 222 336 
Laws 4.41 5.37 5.23 21.0 336 
Infrastructure 8.16 1.62 4 19 336 

Observation 336 336 336 336 336 

 
 

Table 2: The impact of policy. 

 

Variables 1 2 3 4 5 

Technology 0.365***(0.105) - - - - 

Economic integration - 0.231**(0.117) - 0.405**(0.207) - 

Democracy 0.310**(0.106) - 0.141*(0.101) 1.167*(0.125) 0.876*(0.020) 

Rule of law Yes Yes Yes Yes Yes 

Observation 336 336 336 336 336 

      

 6 7 8 9 

Policy 0.202**(0.97) 0.190**(0.053) 1.897**(0.120) 0.786**(0.524) 

Economic freedom 0.634(0.113) 0.319(0.082) 0.213(0.105) - 

Distance 0.023(0.140) 0.083(0.010) 0.361(0.211) 0.722(0.012) 

F-statistics 49.87 7.879 54.15 8.761 

Observation 1521 1622 409 320 
 

Note: *** is the significant of 1%, ** significant at 5% and * significant at 0.5%. 

 
 
tried economy growth and government policy and the 
results were positive, indicating that economy growth and 
government policy have huge impact on corporation 
inflow and employment. For related article articulate that 
economy growth drives employment and FDI to the 
highest level (Salisu and Sapsford, 1996).  

The degree of first GDP per capital was taken as the 
natural logarithm as an independent variable in 
accordance with the conditional intersection of the 
hypothesis. The coefficient for the first GDP per capital 
indicated the expected negative impact which is of greatest 

extent and very significant. Indicating the interaction for 
GDP per capital income across regions, these results came 
out as stated by the growth theories.   
 
 
CONCLUSION 
 
This study analyzes carefully and accepts the perception 
that corporation is one of the main canalizes of 
employment and economic growth in a region. This article 
argued   that  profound   government   policy and fostering 
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Table 3: The impacts on growth. 

 

Elements Effects (1) Effects (2) Effects (3) Effects (4) 

Regional growth 4.041***(1.078) -0.602***(0.410) -26.410***(0.029) -0.325***(0.130) 

Population -0.204**(0.081) -0.039**(0.031) -0.120**(0.071) 0.332**(0.065) 

Investment 5.069*(3.414) 0.651**(0.075) 0.125**(0.035) 0.134**(0.075) 

FDI 0.513*(0.415) 0.210*(0.011) 0.263*(0.029) 0.816*(0.575) 

Employment 0.046(0.021) 0.108(0.031) 0.412(0.063) 0.391(0.270) 

R-square 0.7764 0.7764 0.7764 0.7764 

Adjusted R 0.000 0.000 0.000 0.000 

Multiple R 0.6750 0.6750 0.6750 0.6750 

Observations 420 420 420 420 
 

*P ˂ 0.10, ** P ˂ 0.05 and ***P ˂ 0.01. 

 
 
economic growth is very significant to regional 
employment and the growth of corporations. It argues that 
infrastructure was just a very small fraction to attract the 
inflow of corporation. 

In order to test and explain certain facts or the 
observations, the GMM panel estimator was used with data 
from 21 regions from 2006 to 2015 and observation of 19 
corporations bringing the total of 336 observations. Two 
significant conclusions were drawn from this study: (1) the 
coefficient that measures the impact of the growth of 
corporation was positive, indicating that profound 
government policy and fostering economic growth 
increases corporation’s profits and increases employment; 
(2) Economy freedom and means of attracting FDI have 
positive impact on economic growth.  

I hereby recommend that government should carry out 
the rule of law in every policy and decision-making and 
that every development activities should have immediate 
effect on the economy growth. 
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