
 

 

 
 
 
 

INDIA-OECD CORPORATE 

GOVERNANCE POLICY DIALOGUE 
 

 
PRIORITIES: INDEPENDENT DIRECTORS  

OR  

INSTITUTIONAL INVESTORS? 
 

AGENDA 
 

 

 

New Delhi, India 

 

6 March 2013 
 

 

In partnership with the Government of Japan 

 
 

  

 
 



 

 

 



 

 

Background and Meeting Objectives 

 

Context and goal 

 

In 2011, India and the OECD launched, with the financial support of the Government of Japan, 

a bilateral dialogue to deepen policy discussions between the OECD and key decision-makers 

in India. The Securities and Exchange Board of India (SEBI) is the main partner, with the 

Ministry of Corporate Affairs, stock exchanges and professional associations also participating. 

The first phase of the programme focuses on designing policies that improve monitoring and 

prevention of abusive related party transactions in India. India also participated in the 

Committee’s peer review on related party transactions and minority shareholder protection 

and continues its active involvement in the Asian Roundtable on Corporate Governance.  

The objective of this meeting is to define the scope of future work for 2013/2014. Should the 

priority be the role of independent directors or the role of institutional investors and other 

stakeholders in promoting better corporate governance? 

 

Guidance for chairs, moderators, speakers and Roundtable participants 

 

Moderators are invited to encourage open discussion among all participants, to maintain the 

focus on the theme of their session and to be strict in managing time.  The objective is to 

stimulate reflection and encourage the exchange of views and experience on these complex 

issues among all participants.  Speakers should help frame the discussion by providing an 

analysis of the issues discussed. These initial presentations should last no more than 15 

minutes each.  If power point presentations are used, please limit the number to 8 and 

circulate descriptive documentation in advance.  Participants are invited to react, expose their 

views and discuss the issues raised in the agenda.  All participants are encouraged to actively 

and openly participate in discussions to provide their country experience. 



 

 

 

6 March 2013 

 

 

 

 9.00  –  9:30 Registration  

 9:30 –  9:40 Welcoming Remarks 

 9:40 –  11:00 Session 1: Role of independent directors in an effective board 

11:00 – 11:30 Coffee/Tea Break 

11:30 – 13:00 Session 2: Role of institutional investors and other groups in 

promoting better corporate governance 

13:00 – 13:10 Conclusion and next steps  

13:10  Lunch 

 

 

 

 

 

 



 

 

Agenda - Discussion Points 
 

Welcoming Remarks 

 

SEBI   SEBI 

OECD   Ms Fianna Jurdant, Senior Policy Analyst, Corporate Affairs Division, OECD 

Session 1:  Role of independent directors in an effective board 

 

The board is responsible for guiding corporate strategy, monitoring managerial performance 

and achieving an adequate return for shareholders, while preventing conflicts of interest and 

balancing competing demands on the company. To fulfill their responsibilities, the board 

must be able to exercise objective and independent judgment. Non-executive directors’ 

capability to be independent-minded is especially important where there is a potential conflict 

of interest, such as ensuring the integrity of financial and non-financial reporting, the review 

of related party transactions, nomination of board members and key executives, and board 

remuneration.  

 

How to achieve this in practice is a major challenge globally. In defining independent 

members of the board, some countries have specified quite detailed definitions of non-

independence, which are often included in listing requirements.  Such ‘negative’ criteria 

defining when an individual is not regarded as independent can be complemented by 

‘positive’ examples of qualities that will increase the probability of effective independence. 

Yet specifying guidelines has its limitations and much depends on the ethical standards 

followed by companies and individuals. Developing a pool of qualified candidates, capable of 

objective and independent judgement is also a challenge in India.  

 

 What measures can be taken to encourage qualified and well-respected individuals to 

become non-executive independent directors? What is considered fair remuneration, a 

balance between adequate compensation and their independence? How can the performance 

of independent directors be measured? 

 Presently, independent directors are appointed by shareholders through majority vote. 

Should this requirement be reconsidered?  

 Would the requirement in the Companies Bill 2012 regarding appointment of independent 

directors from a panel maintained by government nominated body help ensure independence? 

What will be the practical difficulties in implementing the proposal? 

 What steps could be taken to ensure attendance and participation by Independent 

Directors in Board meetings? Should attendance by a minimum number of independent 

directors be made mandatory in Board meetings approving critical decisions? Should 

minimum attendance be mandated for independent directors seeking re-appointment? 

 



 

 

 Would the concept of lead independent director be counter-productive and become 

another power centre? Are safeguards needed? Should separate meetings of independent 

directors be mandated, for what agenda and how often?  

 Independent board members can contribute significantly to the decision-making of the 

board. They can bring an objective view to the evaluation of the performance of the board and 

management. However, it needs to be considered how information asymmetry can be 

minimized for independent directors. Should training be required? 

 

Moderator:    Mr. Nawshir Mirza, Independent Director in various companies 

Speakers: Mr. Mordechai Yamin, Senior Advisor to the Chairman, Corporate 

Finance Department, Israel Securities Authority  

Ms. Véronique Bruneau Bayard, Directrice du Pôle Conseil en 

gouvernance, Labrador Conseil, France 

 

Session 2: Role of institutional investors and other groups in promoting better corporate 

governance 

 

An important feature of the development of India’s stock market over the past two decades 

has been the growing participation of institutional investors. Today, foreign institutional 

investors own 18% and domestic institutional investors own 11% of the top 500 companies. 

This trend is also global and has created the expectation that a new breed of highly skilled and 

well resourced professional shareholders would make informed use of their rights, promoting 

good corporate governance in companies they invest in.  However, institutional investors are 

not like other shareholders but have a unique set of costs, benefits and objectives. Accordingly 

they might not always have behaved as desired. 

The effectiveness and credibility of the entire corporate governance system and company 

oversight will, to a large extent depend on institutional investors that can make informed use 

of their shareholder rights and effectively exercise their ownership functions in companies in 

which they invest.  Given the right set of conditions, institutional investors can play an 

important role in improving corporate governance at policy and company levels; this could be 

facilitated by private and/or public policy action. 

Institutional investors can be particularly influential within concentrated ownership 

structures because of the positive impact that governance improvement has in protecting 

minority shareholder interests and in contributing to better company performance and share 

value.  

 What is the situation in India? What are the categories of different Institutional investors? 

How does this affect their behaviours? What are the main benefits and costs of engagement by 

IIs? How can private and/or public action improve the situation?  

 How can we address the potential conflict of interest of Institutional Investors? What steps 

can be taken to improve participation of institutional investors in general meetings?  



 

 

 Does mandating disclosure of voting policies by mutual funds have a positive impact on 

their participation in general meetings? Should voting by institutional investors like mutual 

funds in general meetings be mandated?  

 

Proxy advisory firms also play an active role in the corporation by giving advice to retail and 

institutional investors on resolutions put to vote. These firms examine the proposals in detail 

and provide additional insights to shareholders on how to vote.  

 What is the role of proxy advisory firms in India? Should there be a formal recognition of 

proxy advisory firms as a market intermediary? Should their registration be mandated?  

 How should potential conflicts of interest be addressed? What steps can be taken to 

maintain the integrity of their recommendations? What may be the negative impact, if any, of 

proxy advisory firms?  

 

Corporate governance is affected by the relationships among participants in the governance 

system. Creditors play an important role in a number of governance systems and can serve as 

external monitors over corporate performance. Employees and other stakeholders play an 

important role in contributing to the long-term success and performance of the corporation, 

while governments establish the overall institutional and legal framework for corporate 

governance.  

 In India, to what extent are these relationships regulated, part of voluntary approaches or 

subject to market forces?  

 How can participation by stakeholders be improved to facilitate better corporate 

governance?   

 

Moderator:    Mr. Balasubramanian, Professor, IIM-Bangalore 

Speakers: Mr. LEE Kha Loon, Senior Policy Director, Standards and Financial 

Market Integrity, CFA Institute, Malaysia 

Mr. Milind Barve, MD, HDFC Mutual Fund 


