
 
 
 

 
2 January 2015 

 
Directorate for Financial and Enterprise Affairs 
Organisation for Economic Co-operation and Development 
2, rue André Pascal 
75775 Paris Cedex 16 
France 
 
Submitted via email to: dafca.contact@oecd.org 
 
 
RE: Public consultation on the 2014 Review of the OECD Principles of Corporate 

Governance 
 
Dear Sirs,   
 
BlackRock is pleased to have the opportunity to respond to the Organisation for Economic Co-
operation and Development’s (OECD) invitation for public comment on the draft revised 
Principles of Corporate Governance (Principles).  
 
BlackRock is a premier provider of global investment management, risk management and 
advisory services to institutional and retail clients around the world.  
 
As of 30 September 2014, BlackRock managed assets on behalf of its clients of $4.52 trillion 
(€3.57 trillion) across equity, fixed income, cash management, alternative investment and multi-
investment and advisory strategies including the iShares® exchange traded funds.  
 
BlackRock has a global client base serviced from more than 65 offices across the globe.  Public 
sector and multi-employer pension plans, insurance companies, third-party distributors and 
mutual funds, endowments, foundations, charities, corporations, official institutions, banks and 
individuals invest with BlackRock. 
 
BlackRock represents the interests of its clients by acting in every case as their agent.  It is from 
this perspective that we engage on all matters of public policy.  BlackRock supports policy 
changes and regulatory reform globally where it increases transparency, protects investors, 
facilitates responsible growth of capital markets and, based on thorough cost-benefit analysis, 
preserves consumer choice.  
 
We welcome the opportunity to address, and comment on, the issues raised by this consultation 
and we will continue to contribute to the thinking of the OECD on any specific issues that may 
assist in improving its Principles of Corporate Governance. 
 
 
Key points 
 
BlackRock is broadly supportive of the revised Principles as they reflect the evolution within the 
global corporate governance landscape over the past years.  We recognize the increasing need 
to encourage a more consistent standard of governance across all markets as companies and 
their investors operate across borders, although enough flexibility should be afforded for 
ownership structure as well as country-specific nuances.  We believe that the private sector can 
be a key contributor to the creation of societal wealth in support of the OECD’s stated mission.  
We further believe that effective dialogue between companies and their shareholders is crucial 
to strengthening the long-term sustainable growth of businesses and, in turn, the economy.  A 
strong, efficient and flexible corporate governance framework can best enable responsible 
ownership in pursuit of this goal and, to support this, we regard transparency and accountability 
as two key principles of good corporate governance that should be universally observed in all 
jurisdictions and by all corporate governance actors.   
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The following are key themes that BlackRock supports in helping to set the foundations for a 
strong global corporate governance framework, and which we believe could benefit from greater 
emphasis.   
 
Equitable treatment of shareholders 
We believe that clear emphasis should be put on the fiduciary responsibility of the board and its 
directors to the company and to all shareholders.  In our view, directors are accountable to all 
shareholders, not only to the controlling/large shareholder, nor to the subsidiaries in the wider 
group.  As such, we support the OECD’s position that it is the board’s duty to treat all shareholders 
equally, and we would further encourage the OECD to strengthen the Principles to discourage 
the use of practices which create a separation of economic interests from control, resulting in the 
unequal treatment of shareholders.  
 
Key responsibilities of the board 
BlackRock supports the reaffirmation of the respective roles of the board, management and 
shareholders.  The board is responsible for setting and guiding strategy, while management is 
responsible for the execution of this strategy.  We believe that the board of directors is best placed 
to oversee or monitor management on behalf of shareholders.   
 
In this context, we consider that one of the board’s most important functions is to ensure that it 
comprises competent directors with the required mix of skills and experience to oversee the 
execution of strategic objectives.  This includes a diversity of background, gender and practical 
experience, among other characteristics.  The board must also ensure appropriate succession 
planning as well as talent management and development to ensure smooth and stable 
management which will contribute to the long-term sustainable growth of the company.  The 
board should also implement a robust induction process for new directors and ensure ongoing 
engagement of non-executive directors in the business. 
 
In keeping with the central importance of the execution of strategy, the board should also 
establish a clear link to this in its remuneration policy for executives, particularly in relation to 
variable pay elements.  It should be evident that the remuneration policy incentivizes the correct 
behavior from executives for the successful execution of strategy. 
 
Related-party transactions 
Investor confidence and the flow of capital are crucial to supporting the strength and 
attractiveness of a domestic economy.  Shareholder oversight of related-party transactions is an 
important tool in attaining this confidence, as it provides protection to shareholders over their 
investments in companies.  This holds particularly true when the related party is a 
controlling/large shareholder, as there is the potential for the loss of value to all investors in the 
long term from the misallocation of assets that could otherwise have been distributed to 
shareholders or invested back into the enterprise.  In order to contribute to the responsible growth 
of capital markets, investors need to have confidence that their investments will not be impaired 
by an opportunistic seizure of value from companies by an influential interested party.  
 
As such, we recommend that shareholders have a vote on material transactions, defined as those 
that can have an important impact on the company over the long term such as acquisitions, 
disposals and restructures, consistent with guidance from market authorities.  The interested 
party should be excluded from voting on any transaction to which they are connected.  We also 
recommend greater transparency and governance on certain transactions, with the board 
establishing an independent review on those that are significant compared to the size of the 
company and its operational model.  This information should be disclosed to shareholders.  We 
do not consider it necessary for shareholders to review transactions that are recurring and part 
of the normal course of business. 
 
A more detailed review of the revised Principles follows. 
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I.  Ensuring the basis for an effective corporate governance framework 
 
BlackRock fully supports the OECD’s approach to this section.  We consider the points made 
here to be important to establishing and maintaining an effective corporate governance 
framework.  Greater emphasis could be placed, however, on the importance of mitigating the 
risks of damaging conflicts of interest in the private sector and in public institutions as this impacts 
the responsible growth of capital markets for the benefit of all stakeholders.   
 
II.  The rights and equitable treatment of shareholders and key ownership 
functions 
 
BlackRock supports the reaffirmation of the respective roles of the board, management and 
shareholders.  Shareholders cannot be expected to oversee the management of the business; 
indeed, BlackRock sees this as the responsibility of the directors whom shareholders have 
elected to the board to represent their interests and to provide oversight of management on their 
behalf.  It is fundamental, then, that directors act in the interests of all shareholders, and not just 
that of the controlling/large shareholder, nor the subsidiaries in the wider group.   
 
BlackRock regards the equitable treatment of all shareholders as a building block to an effective 
corporate governance framework.  The link between the economic interest invested by a 
shareholder and the shareholder’s resultant influence is a key principle of corporate governance.  
Thus, there should be no rational support for the unequal treatment of shareholders, particularly 
when a like-for-like comparison is made on the amount of economic capital invested. 
 
Some practices (e.g., voting caps, multiple voting rights, dual share classes) create a separation 
of economic interests from control.  We believe that structures which enable certain shareholders 
to obtain a disproportionate degree of control relative to their equity ownership can serve to 
entrench management.  This can lead to value destruction because it enables or even 
incentivizes management to engage in activities that benefit themselves or a subset of 
shareholders (e.g., controlling/large shareholder) at the expense of other public shareholders 
who can, in some cases, own the majority of shares.  Further unintended consequences from 
such practices include a breakdown of dialogue between companies and those shareholders who 
have proportionately lesser rights than their economic interests, the disenfranchisement of these 
shareholders from exercising their rights (e.g., participating at the shareholder meeting), and 
ultimately the diminishing appeal of these economies as a place for investment.  These would 
reduce the potential for shareholders, and in turn businesses, to contribute to the responsible 
growth of capital markets. 
 
We appreciate that different ownership structures as well as country-specific nuances can result 
in varying corporate governance and control structures, and that these structures can sometimes 
be costly to unwind.  However, we expect boards to regularly review these in accordance with 
evolving company circumstances, while limiting undue costs and disruption to shareholders.   
 
We therefore recommend strengthening the language in the Principles to discourage the use of 
practices which create a separation of economic interests from control, rather than accepting 
them as a market variance.  
 
BlackRock agrees that in order to exercise responsible ownership, shareholders could benefit 
from exchanging views with their peers.  The ability of shareholders to do so varies from market 
to market, with some jurisdictions having explicit restrictions while in others the restrictions are 
more of an assumed nature.  We support the revised Principles in encouraging market authorities 
to provide greater clarity on restrictions on acting in concert as well as how, if beneficial and 
relevant, collective engagement or an exchange of dialogue between shareholders to raise 
awareness of and share concerns can potentially be facilitated.   
 
BlackRock supports the inclusion of wording in relation to the conflicts of interest inherent in 
related-party transactions.  However, we believe the Principles could be strengthened by clearly 
recommending that shareholders have a vote on material transactions, defined as those that can 
have an important impact on the company over the long term, such as acquisitions, disposals 
and restructures, consistent with guidance from market authorities.  The interested party should 
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be excluded from voting on any transaction to which they are connected.  We also recommend 
greater transparency and governance on certain transactions, with the board establishing an 
independent review on related-party transactions that are significant compared to the size and 
operational model of the company.  This information should be disclosed to shareholders.  We 
do not consider it necessary for shareholders to review transactions that are recurring and part 
of the normal course of business. 
 
BlackRock is supportive of a degree of shareholder participation in the area of executive 
remuneration.  However, shareholders should not micromanage the issue and should instead be 
provided with adequate information to be able to determine if remuneration is fair.  In BlackRock’s 
view it is sufficient for shareholders to approve the policy for the scheme as a whole, rather than 
on an individual director basis. 
 
BlackRock is supportive of the proposed changes relating to remuneration disclosures.  We are 
also supportive of additional shareholder approval of specific equity plans and individual plans 
for executives that involve the potential dilution of shareholder capital. 
 
III.  Institutional investors, stock markets, and other intermediaries 
 
BlackRock is supportive of the proposed changes relating to disclosure by institutional investors 
of their corporate governance policies.  Further, we are supportive of efforts to foster greater 
responsible ownership on the part of shareholders including, as previously mentioned, more 
clarity from market authorities on restrictions on shareholders acting in concert should such action 
be beneficial and relevant.  We believe, however, that companies must also be willing and able 
to engage with their shareholders when shareholders have highly sensitive concerns about 
management or corporate governance issues.  Greater emphasis on the need for this proactive 
behavior by companies would strengthen shareholders’ ability to undertake effective responsible 
ownership.   
 
A related area is the question of which entity is responsible for undertaking ownership duties.  In 
BlackRock’s view, for governance monitoring and engagement purposes the critical entity should 
be the party responsible for stewardship (e.g., voting and engagement) rather than the beneficial 
owner.  Therefore, we suggest that the Principles be revised to state that custodians or nominees 
should cast votes at company meetings in accordance with the directions of the entity that has 
the voting authority.  
 
BlackRock believes that proxy advisory firms play an important role in enabling shareholders to 
fulfil their duties.  We consider that increased transparency around policies and processes would 
foster greater credibility as well as broader market comfort with this industry.  In particular, we 
support the need for proxy advisory firms to be transparent on the quality of their analysis and 
advice as well as their management of conflicts of interest.   However, BlackRock considers the 
clients of these proxy advisory firms – shareholders themselves – to have an equal, if not greater, 
responsibility to provide transparency on how these services are utilized, and to act in a 
responsible and accountable manner.   
 
BlackRock supports the introduction of wording in the Principles in relation to companies which 
choose to list in a jurisdiction other than their jurisdiction of incorporation, and the onus the 
Principles place on these companies to be clear on which rules are applicable and which 
governance provisions they observe.  We would further recommend that the Principles 
encourage companies to disclose the rationale for their selection of primary listing, country of 
incorporation and choice of governance structures, in particular where there are contradictions 
between relevant market governance practices. 
 
IV.  The role of stakeholders in corporate governance 
 
BlackRock is broadly supportive of the points raised in this section.  We believe that responsible 
business conduct on the part of companies encompasses all stakeholders, not just shareholders.  
We support the OECD’s position on the recognition of the rights of stakeholders as established 
by law, international agreements or mutual agreements.  BlackRock further agrees that, when 
required by legislation, the presence of employees on boards should first and foremost 
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strengthen the diversity and competence of the board.  In other words, a director should not be 
appointed to a board due to a singular background or area of expertise.  Further, as expected 
from all board members, these employee representatives should act in the interests of all 
shareholders and represent their views and concerns, rather than that of a particular subset of 
stakeholders. 
 
V.  Disclosure and transparency 
 
BlackRock regards transparency and accountability to be two key principles of good corporate 
governance that should be universally observed.  Lack of transparency may impact not only the 
company and its investors, but also the economy as a whole.  Evidence suggests that companies 
in markets with a less robust corporate governance framework and less progressive transparency 
requirements trade at a ‘governance discount’ to peers in other more transparent markets.1  
Greater disclosure and transparency, including that of non-financial information such as 
environmental, social or governance factors, leads to greater understanding and confidence 
between companies and their shareholders, and, in turn, fosters more meaningful engagement.  
Thus, BlackRock strongly supports the Principles in their promotion of greater transparency. 
 
The executive remuneration policy in place at any given company is an area where disclosure 
and transparency can vary not only between markets, but between industries and companies as 
well.  BlackRock would support a greater emphasis in the Principles on the need for a clear link 
between the remuneration policies for executive directors to the incentivization of the right kind 
of behavior for the successful execution of strategy. 
 
Another varied but valuable area of disclosure is that of director qualifications, in particular how 
their skills and experience benefit the board and the oversight of management’s execution of 
strategy.  This level of detail enables shareholders to assess how well the board is managing its 
composition in the interests of all shareholders.  Part of successfully managing board composition 
and balance is addressing the balance of power between the Chairman and the CEO positions.  
BlackRock believes that the operation of the board is enhanced when there is a clearly 
independent senior non-executive director to lead it.  Where the Chairman is also the CEO or is 
otherwise not independent, the board should have a lead independent director.  We would 
support a greater steer in the Principles for disclosure on any checks and balances put in place 
to manage the risk of concentration of power, in addition to disclosure on the rationale behind a 
company’s chosen governance model.   
 
BlackRock supports consistent and greater disclosure by companies on their material 
foreseeable risks so as to enable shareholders to conduct research and carry out more 
meaningful analysis and engagement.  For example, the disclosure of material environmental, 
ethical or social risks for the company, and the processes in place to manage them, enables 
shareholders to assess the company’s ability to mitigate these risks. 
 
BlackRock also supports the centralization of various pieces of corporate information, including 
statutory reports, different sources of company information and shareholder filings.  This could 
be done on each individual company’s website, but BlackRock would also encourage the 
possibility of a centralized database in each market.2 
 
VI.  Responsibilities of the board 
 
This is an important section as it lays out the expectations of shareholders on the actions and 
behaviors of the board.  As previously mentioned, BlackRock believes that directors should act 
in the interests of all shareholders and represent their views and concerns, rather than solely that 
of the controlling/large shareholder, or the subsidiaries in the wider group.  In BlackRock’s view, 
the Principles share this message and strive for the equitable treatment of all shareholders.  
BlackRock also supports the Principles in its position on the fiduciary duty of care that the board 
must execute.   

1 Ficici, A. and Aybar, C.B., ‘Corporate Governance and Firm Value in Emerging Markets:  An Empirical Analysis of 
ADR Issuing Emerging Market Firms’, Emerging Markets Journal, 2 (2012), pp. 38-51.  
2 Examples include the US’ Electronic Data Gathering, Analysis, and Retrieval (EDGAR) system, and Canada’s System 
for Electronic Document Analysis and Retrieval (SEDAR). 
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Increasingly, boards must be held accountable for identifying the risks and opportunities for a 
company as part of setting corporate strategy.  BlackRock therefore supports the Principles in 
highlighting the importance of risk policy when determining corporate strategy.  Where risk 
policies extend to subsidiaries and third parties, we believe the Principles could be strengthened 
to have companies disclose how third party adherence to company policies is monitored. 
 
BlackRock regards succession planning and talent management and development to be key 
responsibilities of the board.  We believe this could be emphasized in the Principles, particularly 
in this section, as a robust and transparent board nomination and election process should take 
into consideration the future needs of the board for overseeing the execution of strategy.  The 
board should regularly review its composition to ensure it has the correct diversity of skills and 
background required for the strategic objectives of the company.  The board should also ensure 
there is a robust induction process for new board members and ongoing engagement between 
non-executive directors and the business as necessary.  Further, consideration should be given 
to the number of directorships held by an individual board member.  While BlackRock does not 
hold a blanket view on what this number should be, we do closely consider the time commitment 
required of the director to manage all of these positions, and we note in particular the marked 
difference in time commitment required when there is a crisis at even one company. 
 
While BlackRock supports the appointment of an investor relations officer to manage 
communications on corporate governance matters with shareholders, we also believe that 
members of the board should be available to engage directly with shareholders as appropriate 
on particularly sensitive issues such as succession planning, material transactions including 
related-party transactions and leadership, as examples.   
 
Concluding remarks 
 
BlackRock appreciates the opportunity to address and comment on the OECD’s revised 
Principles of Corporate Governance.  We are supportive of the revised Principles, which we 
believe to be accurate and thoughtful in their consideration of the evolving landscape and 
practices of corporate governance over the past years.  We believe the Principles have captured 
the high-level themes that are most central to the foundations of an effective corporate 
governance framework.  We submit the incremental ideas herein to even further strengthen the 
Principles and would welcome any further discussion on the points that we have raised. 
 
Yours Faithfully, 
 
 
 
 
Jennifer Law 
Vice President 
Corporate Governance 
& Responsible Investment 
jennifer.law@blackrock.com   
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