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This paper investigates the corporate governance structure of 149 French firms listed on first board of Paris Bourse and reviews 55 cases of governance system switching since 1989. The empirical evidence shows that the factors affecting choice for corporate governance system are as follows: (1)business combination, buyout or spin-off, (2)tightening shareholder control over declining management performance, (3)retaining ownership over management by family controlled companies, and (4)privatization of state owned enterprises. Consequently, we find the dynamic French model shed light on a new design of corporate governance system in that companies are entitled to choose different monitoring system in different business environment. By closely examining the effect of corporate governance switching on stock price in the case of Banque Indosuez, we find no direct linkage between the switch and shareholder wealth and company value. However, if the switch of corporate governance is associated with sound restructuring strategy, we find the market tend to response positively toward the signal. 
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