
 

We as ARGE Consulting prepared our comments on draft principles in two sections. The first section 

focuses on philosophy of the Corporate Governance. We presented our ideas that could be included to 

strengthen further OECD principles. This approach mar encourage the adoption of principles by 

companies. The second section focus on comments on drafted principles. 

ARGE CONSULTING VIEWS AND APPROACH TO PHILOSOPHY OF 

CORPORATE GOVERNANCE 

Revision of the OECD Corporate Governance Principles should incorporate the following concepts to 

reflect the emerging understanding and practices around the corporate world, particularly with respect 

to the responsibilities of the corporation and its board on the impact of the corporations’ actions on the 

society and all the stakeholders:  

 The main aim of the Principles is not only to protect the public shareholders and creditors, but all 

the stakeholders for the sake of long term sustainability and success of the corporation. 

o The essence of good corporate governance is ensuring trustworthy relations between 

the corporation and its stakeholders. 

o The key to good corporate governance is ensuring that the principles of Consistency, 

Responsibility, Accountability, Fairness, Transparency, and Effectiveness are Deployed 

(CRAFTED) throughout the organization.  Applying CRAFTED principles is a sine qua non 

of sustainable success.   

o Earning the trust of the stakeholders is the key to mobilize their resources towards a 

common vision.  The communication and behavior of each institution influences not only 

how its own resources are utilized, but also those of its stakeholders.  Therefore, 

consistency of the policies of a corporation is key to ensure that right expectations are 

formed throughout the value chain, thereby making the whole value chain stronger.   

Value creation requires measured risk taking.  Risk is the kin of profit.  Therefore, taking 

initiative and responsibility which naturally involves risk taking is a key element of value 

creation.   Being accountable and fair to all the stakeholders whose resources are 

entrusted to the corporation is the key to sustainability of access to those resources. 

Transparency in relationships is the key to earning that trust.   Success requires effective 

utilization of resources entrusted to a corporation. Sustainability of success requires 

continuous improvement and innovation.  This in turn requires learning and the 

participation and involvement of all in the organization.  Hence, creation of a climate 

which emphasize good governance principles and deployment of a good corporate 

governance culture is the key for sustainability. 

o The board members, as stewards of public trust, must always act for the good of the 

organization and need to exercise reasonable care in all decision making, without placing 

the organization under unnecessary risk.  Furthermore, as key decision makers 

responsible for the success of the corporation, they need to ensure that the corporation 

gains and retains the trust of present and future stakeholders.  Both this risk 

management role and value creation responsibility call for fair treatment of the 

stakeholders. 
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organization under unnecessary risk.  Furthermore, as key decision makers responsible for the 

success of the corporation, they need to ensure that the corporation gains and retains the trust 

of present and future stakeholders.  Both this risk management role and value creation 

responsibility call for fair treatment of the stakeholders. 

o Corporate board members have a fiduciary responsibility to act in good faith and with a 

reasonable degree of care, and they must not put themselves any conflicts of interest.  

The fiduciary responsibilities of board members fall into three categories: duty of loyalty, 

duty of care, and duty of full and fair disclosure. 

o The duty of loyalty imposes on the board an affirmative duty to protect the interests of   

the corporation, and also an obligation to refrain from conduct which would injure the 

corporation and its shareholders.  Directors must avoid any conflict between duty and    

self-interest.  Undivided allegiance to the corporation's best interest is required. 

o The duty of care requires directors to make a business decision based on all available     

and material information and to act in a deliberate and informed manner.  First, the 

board members must act in good faith for the company's best interest.  Second, they 

must believe that their decisions promote the best interest of the corporation in both 

the short and the long term based on a reasonable investigation of the available options. 

o The duty of full disclosure is to provide reasonably complete disclosure especially when 

shareholders are asked to vote and when the company completes a conflict of interest 

transaction.  However, extending the duty of full and fair disclosure further to include 

environmental, societal, and governance matters is critical for gaining and retaining the 

trust of present and future stakeholders.   

 Therefore the role of the Principles should not be to judge or regulate the decisions of the 

boards, but rather to ensure that there is sufficient disclosure about the decision making 

processes and performance of the boards.  Such disclosure should enable the stakeholders to 

make proper judgments, particularly with respect to how the board members fulfill their duty of 

loyalty and duty of care in providing guidance and oversight to the management.  The duty of 

care should include not only the financial performance of the corporation, but also all the impact 

of the corporations’ own operations on the society including the indirect impacts throughout its 

value chain and throughout the life cycle of its full product portfolio. 

COMMENTS ON DRAFT OECD CORPORATE GOVERNANCE 

PRINCIPLES 

We as ARGE Consulting would like to present following comments on Draft OECD Corporate 

Governance Principles of November 2014. 

1. We are pleased to observe that,  

a. Corporate Governance has been considered as a frame work rather than set of 

principles or rules. The main ideology behind this frame work seems to be 

promoting transparency, fair and efficient markets, consistent with legislation 

and easy to supervise and enforce. 

b. The draft principals gives flexibility to every country in regulating their Corporate 

Governance Framework with relevant mix of law, regulation and self-regulation 



 

according to the country’s specific circumstances. However this flexibility should 

not harm to guarantee to achieve main goals of accountability, fairness, 

transparency, responsibility to all stakeholders, efficient markets, and integrity of 

markets.  

c. Corporate Governance framework and regulations are very critical since they are 

the basis for business conduct and business relations in a specific country. On the 

other hand globalization is becoming more and more visible which makes 

countries to converge their regulatory frameworks not to harm cross border 

business relations. Therefore this flexibility needs to be achieved with wider 

cooperation between jurisdictions and some kind of top level supra-national 

coordination mechanism should be developed for coordinated actions. This 

umbrella structure could be OECD and its principals. 

d. Multinational companies have operations in a number of countries. If corporate 

governance rules are not in harmony between jurisdictions then then companies 

operating in more than one country may have difficulty to comply and 

compliance could be very costly procedure. 

e. Legal framework needs to protect minority shareholders, but must also ensure 

the efficient conduct of business. Commercial Law, Capital Markets Regulations 

must balance these issues. 

f. Regulations needs to limit both shareholder and management abuses. 

g. Regulations must have right balance and mix  of comply or explain and obligatory 

approaches. 

h. Regulating governance is important but, efficient, effective, transparent and fast 

enforcement systems are more important than making regulation.  

 

2. Corporate Governance is important for all companies regardless of size.  Adopting a size 

based approach could be misleading. The main approach needs to be encouraging all 

companies to adopt corporate governance principals in their business conduct. 

 

3. Corporate governance is important for public good. Companies need to take decisions by 

considering all stakeholders needs and how they would be affected by the decision. The 

only stakeholders are and shareholders and financing parties. Corporate governance 

principals needs to encourage boards to consider all different perspectives and analyze 

the  effects of decisions on different parties and make a satisficing decision rather than 

maximizing approach. 2008 crisis showed us that applying a profit maximization 

approach may cause a catastrophic results for not only business by economies as well. 

 

4.  Equitable treatment of shareholders are key for corporate governance. Important issues 

needs to be decided in general assembly like election of board members, compensation 

of board members, important related party transactions, an important amount of sale or 

purchase of assets, change of business, dividend payments as stated in principals.  



 

 

5. The right balance needs to be set between decision making authorities of board and 

general assembly.  Board must have authority to make decisions to conduct the business 

and delegate some of its authority to management team. For example; Key executive 

compensation for the management team must be board’s responsibility. Because board 

has a direct interaction with management team and they would make better judgment 

compared to all shareholders. However key executive compensation must be 

transparent and disclosed to the shareholders by stating the methodology behind the 

payment. 

 

6. Electronic voting in general assembly needs to be promoted to increase the participation 

of shareholders from different countries. Financial resources are becoming more and 

more global therefore it must be simplified by introducing a system where cross border 

voting could be achievable. 

 

7. Separately stating Institutional investor, stock markets and other intermediaries in the 

principals would support adoption of corporate governance in businesses. Support by 

institutional investors would be critical since those investors (like pension funds) have a 

large capital pool and directing this to pool to good practice eligible companies which 

could encourage other players to apply. 

 

8. Stakeholders are key for successful implementation of corporate governance. 

Companies must care people, society and environment when they operate.  Society has 

been used in wide sense including people, employees, suppliers, intermediaries and 

other effected businesses. Companies are part of society when companies have 

problems society has problem as well and some part of the burden has been paid by the 

society. Stakeholder participation needs to be integral part of corporate governance 

framework. The main purpose of the stakeholder dialogue should be preventive 

approach that means identifying the issues before occurrence and finding solutions that 

are satisfactory for all parties. Framework must be stated stronger. 

 

9. Transparency has a vital role for successful implementation of principles.   Reporting is a 

key component of transparency. A reporting methodology based on materiality would 

improve transparency. This reporting must cover different aspects like governance, 

policies strategies, long term plans, financials, rules of business conduct, social 

performance, environmental performance, present and future risk and risk management 

strategies. A framework like IIRC could be applicable to reach that goal. Such a reporting 

framework would support to make trustworthy investment decisions by institutional 

investors with standardized information. 

 



 

10. External audit would improve reliability. Independence of external auditor must be 

ensured and proportional responsibility should be left to the auditors against 

stakeholders’ claims. 

 

11. Board’s must be accountable to company and all stakeholders. Shareholders are one of 

the stakeholder, they are important because they take the risk and make investment, 

create value for themselves and the society. However goals of shareholders may create 

value destruction for the company and the society in some cases. Examples for such 

cases would be; harming environment, dividend distribution with insufficient funds 

during an investment, etc… Board’s responsibility should reach a consensus with all 

stakeholders before making a decision which should be satisfactory for all stakeholders 

rather than favoring one. 

 

12. Boards’ role is becoming more and more important in strategically directing and 

monitoring the companies. Risk management would ensure to achieve goals, therefore 

risk management including off balance sheet items and talent management needs to be 

the core agenda items. 

 

13. Board performance management should be promoted to improve the effectiveness and 

better value creation for all stakeholders. This performance management needs to focus 

different aspects of board functions like committees, structures, processes, atmosphere, 

culture. Board performance management would improve the utilization of limited 

resources. 

 

14.  Companies and societies should face and find solutions a number of global issues like 

climate change, poverty, water scarcity, unemployment, wealth distribution. These 

problems cannot be solved by business alone. A large alliance of public, private 

partnerships including society (representatives of society could be NGOs) needs to be 

formed to deal with these problems. Solutions needs consent of all stakeholders, large 

amount of resources including money and political commitment by government and 

business. Boards may play very critical role in leading these efforts as an important 

stakeholder whose existence is highly correlated with created solutions. Corporate 

governance principles are at the core of these solutions with transparency, fairness, 

responsibility and accountability. Promoting adoption of the principles from SME to large 

corporations could be effective tool to create a consensus in finding solutions for all 

these challenges.  
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