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The G20/OECD Principles are the international benchmark for 

corporate governance, as one of the FSB‘s Key Standards for 

Sound Financial Systems. 

• Standard setter: OECD Corporate Governance Committee 

(representatives of OECD countries, the EU, partner 

jurisdictions (all FSB), plus BIS, IMF, WB regular observers). 

• Overarching objective: contribute to economic efficiency, 

sustainable growth and financial stability by improving 

corporate governance policies and supporting good practices.  

• Implementation: regularly assessed through WB’s ROSCs 

and OECD (thematic) peer reviews. 

• Originally issued: 1999 (revised in 2004 and 2015). 

The G20/OECD Principles 



G20/OECD Principles 

The Principles are non-binding and do not aim at detailed 

prescriptions for national legislation.  

• Rather, they seek to identify objectives and suggest various 

means for achieving them. 

• General approach: there is no single model of good corporate 

governance.  

• But some common elements underlie good corporate 

governance, so the Principles build on them. 

 

“It doesn't matter whether a cat is white or 

black, as long as it catches mice.”  

- Deng Xiaoping 

 



• Lessons from the financial crisis: (in the financial sector 
and beyond) remuneration, risk management, board 
practices, shareholder rights. 

• Changing landscape: decrease in IPOs and going private; 
growth of intermediaries and delegation of monitoring; 
indexing, ETFs, and high-frequency trading; disincentives for 
engagement, short-termism and stewardship codes; growing 
concentrated and state ownership. 

• Developing practices: strengthened shareholder rights; 
board practices on nomination, remuneration, evaluation and 
diversity; role of supervision & enforcement and audit 
oversight. 

• Thematic peer reviews 

 

Trends leading to 2015 review 



Following the Committee’s report, “The Corporate Governance 
Lessons from the Financial Crisis” (2010), six reviews were 
completed: 

• Board Practices: Incentives and governing risks (2010) 

• The Role of Institutional Investors in Promoting Good 
Corporate Governance (2011) 

• Related Party Transactions and Minority Shareholder Rights 
(2012) 

• Board Nomination and Election (2012) 

• Supervision and Enforcement (2013) 

• Risk Management and Corporate Governance (2014) 

 

OECD thematic peer reviews 



Principles 2015 review process 

• March 2014: Expert consultation & Committee meeting 

• October 2014: Committee meeting 

• Nov. 2014 – Jan. 2015: Public consultation (internet) 

• February 2015: Special Committee meeting 

• March 2015: Committee meeting 

• April 2015: G20/OECD Corporate Governance Forum 

• July 2015: OECD Council Meeting 

• September 2015: G20 meeting of Finance Ministers & Central 
Bank Governors 

• November 2015: G20 Leaders meeting 



Revised G20/OECD Principles 

I. Ensuring the basis of an effective 

corporate governance framework 

II. The rights and equitable treatment 

of shareholders and key ownership 

functions 

III. Institutional investors, stock 

markets, and other intermediaries 

IV. The role of stakeholders in 

corporate governance 

V. Disclosure and transparency 

VI. The responsibilities of the board 



VI. The responsibilities of the board 

New issues in the revised chapter VI: 

• Tax planning strategies 

• Risk management systems 

• References to say-on-pay, malus and claw-back provisions 

• Audit and other board committees 

• Internal audit function 

• Direct board reporting on risk 

• Board practices on nomination, evaluation, training, and 
diversity 

• Board employee representation (where applicable) 



Board Formation 
 

(2015 G20/OECD Principles, 
2012 Thematic Peer Review 

and 2015 Corporate 
Governance Factbook) 



Board formation in the Principles (1) 

Key issues: 

• Board structures and procedures vary both within and among 

countries. Principles apply to whatever board structure is 

charged to govern the firm and monitor management. 



- Board structures and procedures 

Source: 2015 OECD Corporate Governance Factbook, http://www.oecd.org/daf/ca/corporate-governance-factbook.htm 
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- Board structures and procedures 

Source: 2015 OECD Corporate Governance Factbook, http://www.oecd.org/daf/ca/corporate-governance-factbook.htm 
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“Japan (A), (S) and (C)” denote a company with statutory auditors model, audit and supervisory committee model, and three committees model 

respectively. See Table 4.5. 



Board formation in the Principles (2) 

Key issues: 

• Board structures and procedures vary both within and among 

countries. Principles apply to whatever board structure is 

charged to govern the firm and monitor management. 

• In order for boards to effectively fulfil their 

responsibilities they must be able to exercise objective 

and independent judgement and be accountable to the 

company and the shareholders.  



• Almost all jurisdictions request a minimum number (or 

ratio) of independent directors. Three jurisdictions have a 

binding requirement for a majority independent board, while 

others take a “comply or explain” approach.  

• Independence from substantial shareholders (and/or their 

board members and executives): required by a majority of 

jurisdictions. Substantial threshold ranges from 2% to 50% 

(average 10%). 

• Maximum tenure as an independent director: set by 21 

jurisdictions, varying from 5 to 15 years (average 8).  

• Separation of the chairperson and CEO roles: required or 

encouraged in one-third of jurisdictions with one-tier board 

systems. 

- Objective and independent judgement 



Board formation in the Principles (3) 

Key issues: 

• Board structures and procedures vary both within and among 

countries. Principles apply to whatever board structure is 

charged to govern the firm and monitor management. 

• In order for boards to effectively fulfil their responsibilities they 

must be able to exercise objective and independent 

judgement and be accountable to the company and the 

shareholders. 

• Principle VI.D: The board should fulfil certain key 

functions, including: 5. Ensuring a formal and 

transparent board nomination and election process.  



• Basic shareholder rights: should include the right to elect 

and remove members of the board. Their effective 

participation in the nomination of candidates and in voting on 

individual nominees (or on lists) should be facilitated.  

• Minimum shareholding requirement for a shareholder to 

nominate: set by some jurisdictions, usually at the same level 

as to place items on the agenda of general meetings. 

• Access to company’s voting materials which are made 

available to shareholders: available in almost all countries, 

subject to conditions to prevent abuse.  

• U.S. case described in peer review (2012): defeated proxy 

access regulation and origin of current private ordering as 

voluntary practice.  

- Board nomination 



• Nomination committees (of the board or made of 

shareholders): used to ensure proper compliance with 

established nomination procedures and to facilitate and co-

ordinate the search for a balanced and qualified board.  

• Good practice: independent board members to have a key 

role on the nomination committee.  

• Recommended disclosure: information on board members 

qualifications, the selection process, other company 

directorships and whether they are regarded as independent 

by the board. 

• Good practice: disclose information about any other board 

positions that nominees hold, and (in some jurisdictions) also 

positions that they are nominated for.  

- Board nomination committees 



• Board key role: defining the general or individual profile of 

board members that the company may need at any given 

time.  

• Profile considerations: knowledge, competencies and 

expertise to complement the existing skills of the board.  

• Responsibility to search for candidates: the board or 

nomination committee should identify potential candidates 

fitting desired profiles and propose them to shareholders. 

Should also consider those nominated by shareholders.  

• Emerging practice: open search processes extending to a 

broad range of people, inducing more diversity. 

- Board candidate profiling and search 



• General requirements or recommendation on board 

member qualifications: 21 jurisdictions set then, some only 

for independents, audit or chairperson. 

- Board qualifications 

Source: 2015 OECD Corporate Governance Factbook, http://www.oecd.org/daf/ca/corporate-governance-factbook.htm 
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• The majority of the jurisdictions allow cumulative voting 

for board elections, but it has not been widely used by 

companies in jurisdictions where it is optional. 

- Board election voting 

Required 
27% 

Not required 
19% 

Others (n.a.) 
54% 

Majority vote requirement for 
board elections Required 

3% 

Allowed 
44% 

Allowed with 
limit 
7% 

Not allowed 
17% 

Others (n.a.) 
29% 

Cumulative voting for board elections 

Source: 2015 OECD Corporate Governance Factbook, http://www.oecd.org/daf/ca/corporate-governance-factbook.htm 



• Minority shareholders representation: Mandated in 2 

jurisdictions and 6 jurisdictions have special voting 

arrangements to facilitate minorities effective participation.  

• Israel: recommended for initial appointment and required for 

re-election, that all outside directors be appointed by the 

majority of the minority shareholders. Moreover, initial 

appointment must be approved by the majority of the minority 

shareholders.  

• Brazil, Portugal and Turkey: established special 

arrangements to facilitate the engagement of minority 

shareholders in the process of board nomination and election. 

• And then there is also Italy… 

- Board minority participation 



Preliminary results from 2015 micro data on board 

composition from a large sample of listed firms (ongoing 

OECD research project on board diversity): 

 

- Italian boards at a glance 

Source: Factset and OECD calculations, forthcoming publication 

OECD Italy 

Companies:    17,839      192  

Board members:  101,002   1,466  

Board size average:              6           8  

Board size median:              5           7  

Average age male directors:            59        57  

Average age female directors:            54        50  

Average age all directors:            58        55  

Company age average:            33        37  

% W.O.B. average: 7.5% 21.8% 

% W.O.B. median: 0% 25% 
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Thank you for your attention 

http://www.oecd.org/daf/ca/latestdocuments/ 

http://www.oecd.org/daf/ca/latestdocuments/

