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EXECUTIVE SUMMARY 

This report reviews the ways in which codes of corporate governance are drafted, updated, implemented 

and enforced in countries around Latin America. The report also examines the various impacts that 

corporate governance codes have, including the value they add as a complementary element in the overall 

legal and regulatory framework, and the challenges to be faced in assessing that value. 

All the Latin American codes surveyed were created using some level of public-private sector dialogue, 

generally in the form of committees, working groups or public consultations. These contributors generally 

came from diverse areas of the corporate governance arena with a view to ensuring that a range of 

different views are represented, though several codes were created with much more limited input from 

regulators. The survey did not yield any conclusive results about which approach was the most 

successful, though there are indications that committee-driven processes, as opposed to open public 

written consultations, can be more focused and well-informed.  

Every code examined for this report has been updated at least once. In the countries surveyed, this is 

always done according to a perceived need for revision, rather than, for example, at regular time intervals. 

The reasons given as to why a code might require updating varied, but a number of corporate governance 

authorities cited developments in the national and global business landscapes, as well as changes to key 

sources, such as the G20/OECD Principles of Corporate Governance. Revisions are often not 

comprehensive, instead dealing with specific areas of a code which are considered particularly outdated. 

This usually means that the major underlying themes of the code as a whole remain the same, and cannot 

be changed easily without a full revision.  For each code, the updating process itself is generally 

similar to the original creation process.  In some cases, however, the updating process improves with 

each iteration, generally in the form of a wider participation base.  

Codes in Latin America are generally aimed at improving the culture of corporate governance within the 

country, often with a specific focus on improving investor confidence and access to information. With 

these objectives in mind, and using a variety of existing sources, code creators generally divide the 

document into chapters, each of which focuses on a specific issue. These chapters are then often further 

split into recommendations. The manner of the codes’ launch varied significantly across Latin America, 

from small press conferences to larger events accompanied by substantial training courses in how best to 

implement the code’s practices. The launch and dissemination of codes has always combined a public 

presentation (usually involving the press) with direct communication with those potentially interested 

parties. 

There is a notable weakness in the degree of engagement of institutional investors on corporate 

governance issues in Latin America, which has in some cases limited the impact of corporate governance 

codes. Nevertheless, there are a variety of systems employed across the region to promote their use, and in 

several cases attempts have been made to increase the implementation of best practices by other means 

than pressure from institutional investors. “Comply or Explain” codes, for example, have in some 

countries been adapted such that companies are obliged to provide explanations for both why they 

have not implemented practices, and also the ways in which they have implemented them (turning 

into a “Comply or not and explain” system). In most cases these new schemes are in their infancy, and 
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it is too early to draw definitive conclusions about their effectiveness. There is also variation in how these 

compliance reports are received by regulators. Some authorities, such as the Argentinian regulator and the 

Costa Rican stock exchange, require that the reports are submitted, but so far, do not make use of the 

information contained within them. By contrast, the Chilean and Colombian regulators make sure that all 

compliance questionnaires are compiled on their respective websites, and make statistical analyses which 

can inform their approaches to bettering corporate governance. 

Measuring the success of corporate governance codes has proven problematic across Latin America, and 

many regulators and institutes were unable to provide substantive answers about the way codes have 

impacted upon governance practices. In Brazil, Colombia, Mexico and Peru, corporate governance-related 

indices have been created to provide stakeholders with a complementary mechanism to assess the 

countrywide state of corporate governance. In many cases, governance standards are only judged 

according to the proportion of recommended practices that have been implemented. However, there are 

some indications that high implementation rates are not necessarily indicative of good governance. In fact, 

implementation rates may be more closely related to the way a particular code is structured than the actual 

standards of governance in the country. This is because of the so-called “box-ticking problem”, in which 

companies treat codes as mere lists to be complied with, rather than as useful tools for improving their 

governance. There is some evidence to suggest a correlation between the box-ticking problem and rules-

based codes which carry risks of encouraging a “one size fits all” model for companies, which often does 

not suit their size or stage of development. It is a problem to which many Latin American codes could be 

exposed, and should therefore be taken seriously. One possible solution is found in Peru, which has 

expanded its reporting requirements such that companies must disclose a greater quantity and quality of 

information in their compliance reports. But the extent to which companies see these additional reporting 

requirements as adding value or supporting improved corporate governance will undoubtedly remain a 

subject for ongoing debate, as Latin American regulators and market participants continue to search for 

the most effective ways to promote better corporate governance in the region. 
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Goals of this report 

This report aims to support corporate governance improvements in Latin American countries by 

reviewing different approaches to developing and implementing corporate governance codes in the region. 

It compares the option of developing a code based on a public consultation or on the work of a committee. 

It also reviews the advantages and disadvantages of having a principles or a rules-based code. Finally, 

distinct forms to support companies' compliance with such codes, and approaches to monitoring and 

reviewing their impact, are analysed. The conclusions reflect inputs received from a range of stakeholders 

in code development processes, including policy-makers, regulators, stock exchanges, and representatives 

of corporate governance institutes and consultants, taking account of discussions of the 8-9 September 

2016 meeting of the Latin American Corporate Governance Roundtable.  

Sources and structure of this report 

Information and data for this report were collected from an OECD questionnaire completed by 

relevant parties from participating countries. The countries covered include Argentina, Brazil, Chile, 

Colombia, Costa Rica, Ecuador, Mexico and Peru. The report is divided into three chapters, each of which 

covers a different theme relating to Latin American corporate governance codes. 

The first chapter examines the processes which govern the drafting and updating of corporate 

governance codes. This includes an analysis of the various parties involved, the reasons for their 

involvement, and the ways in which information gathered is synthesized into a single unified code. The 

report then looks at the way in which codes are updated across Latin America, including the frequency 

with which it happens and the differences between the updating process and the original drafting process. 

This chapter also examines the actual content and structure of codes, and the objectives they are designed 

to achieve. 

The second chapter concerns the implementation of codes of corporate governance. This includes 

everything from the original launching of a code through the extent of its dissemination to the ways in 

which its success can be measured. The report also covers compliance with the code, including the nature 

of compliance obligations, and the ways in which compliance is monitored and enforced. This chapter also 

contains an analysis of how corporate governance codes impact local practices, both in terms of the actual 

process of adopting a code, and in terms of the effect that it has on a company’s operations. 

The third chapter looks at the ways in which codes of corporate governance are assessed in Latin 

America. The report briefly discusses the importance of analysing codes in this way, before examining the 

ways in which these kinds of assessments are currently undertaken, if at all, by Latin American corporate 

governance authorities. An analysis follows of the use of company compliance reports in assessing 

countrywide standards of corporate governance, including a discussion of how this can be misleading due 

to the existence in certain countries of “box-ticking” attitudes toward corporate governance codes. After 

exploring the causes of the box-ticking problem in more depth, and its connection to so-called “rules-

based” codes, the report examines a possible solution to the problem which has been implemented by the 

regulator in Peru. The report then looks at alternative ways to assess how effective a code has been, such as 

through the use of corporate governance indices. Finally, the report reviews the ways in which 

stakeholders, such as investors, make assessments of corporate governance, and whether or not the 

standard of governance affects their decision to enter into relationships with specific companies. 
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Introduction 

The first Principle of the G20/OECD Principles of Corporate Governance (OECD, 2015a) describes 

the elements necessary for an effective corporate governance framework. This framework typically 

comprises elements of legislation, regulation, self-regulatory arrangements, voluntary commitments and 

business practices that are the result of a country’s specific circumstances, history and tradition. Since 

Brazil developed the first corporate governance code in the region in the late 1990s, the idea of using 

corporate governance codes to complement law and regulation in the adoption of good corporate 

governance practices in Latin America has been gaining strength. There is still no final answer as to the 

role that codes should occupy in the framework, as their soft-law characteristics compete with the appeal of 

following the certainty and mandatory strength of law and regulation. It is codes’ flexibility and 

complementarity, the intrinsic characteristics of self-regulation, which generates the need for continuous 

assessment of the effectiveness and impact of their provisions. As stated in the notes to the OECD 

Principle 1.B “while such codes play an important role in improving corporate governance arrangements, 

they might leave shareholders and other stakeholders with uncertainty concerning their status and 

implementation. When codes and principles are used as a national standard or as a complement to legal or 

regulatory provisions, market credibility requires that their status in terms of coverage, implementation, 

compliance and sanctions is clearly specified” (OECD, 2015a: 15). Any weakness in the latter could 

undermine the positive impact of codes and leave the regulator with the belief that there is no other option 

left than converting those provisions into hard-law. This could generate a formalistic approach to corporate 

governance where compliance is the objective and the quality of governance takes a secondary role in 

Boards, shareholders and stakeholders agendas.  

The balance between which provisions should be regulated and which should be left to self-regulation 

is hard to strike. Moreover, good governance is a concept that depends ultimately on the behaviour of those 

in charge of governing the company. Although a company is required by hard-law or asked by soft-law to 

put certain structures and practices in place, their quality depends in the end on the integrity and 

seriousness with which they are implemented and acted upon. The monitoring of the quality of governance 

will then depend mostly on the tailored self-assessments and evaluations a company can make of its 

corporate governance practices, internal rules and especially, its behaviour.  

The role of codes is very important in guiding companies along the journey towards improving 

governance practices. At their best, codes provide the flexibility and level of detail necessary to guide 

companies in improving their governance, avoiding the “one size fits all” approach generally contained in 

mandatory rules which can generate unwanted outcomes when a particular rule is disproportionate, costly, 

inopportune or harmful when applied in reality. This gives companies of different sizes, industries, stages 

of development and those with cross-border operations the liberty to adopt the governance provisions that 

suit their individual proposed objectives and strategies.   

It is important then that those companies allowed to self-regulate on corporate governance matters 

take the opportunity seriously and implement practices conscientiously and in a way that is adapted to their 

specific conditions and needs. If regulators are not satisfied with the results of self-regulation, they may 

feel the need to regulate matters of corporate governance more heavily, thereby making the framework less 

flexible. The lack of quality reporting by companies subject to comply or explain codes is a good example 

of where a regulatory attempt to set a guideline for producing good explanations could backfire, by 

creating a corporate governance culture in which companies treat compliance reporting as a box-ticking 

exercise, simply producing reports following the new guideline without any reflection on their situation. 
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Whether or not a code is considered successful depends on the fulfilment of its objectives. These can 

be varied in nature. According to the OECD publication Can Corporate Governance Codes be Effective in 

Emerging Markets? (Kossov, 2013), “these goals can include raising awareness for corporate governance, 

creating a corporate governance culture, creating a flexible instrument to encourage best practices and 

ultimately genuinely improving the level of corporate governance standards and practices in the respective 

country”. The objective of this report is then to analyse Latin American experience with corporate 

governance codes, with a view to building effective codes that are successful in achieving their objectives 

and ultimately serve as instruments for improving corporate governance practices in the region. 

This report examines only the codes described by respondents, which tend to be the codes with the 

greatest scope and overall rate of uptake across their respective domestic business landscapes. Though 

some other codes were briefly mentioned, it was clear from the responses which codes participants 

considered to be the most significant, and these will be the focus of the report. This report will analyse a 

total of nine codes from eight different Latin American countries. These codes can be categorised 

according to the agency responsible for monitoring them.
1
  

 Regulator-monitored codes: The Argentinean code is monitored by the Comisión Nacional de 

Valores (CNV). The forthcoming Brazilian Interagentes code will be monitored by the Comissão 

de Valores Mobiliários (CVM). The Chilean code is monitored by the Superintendencia de 

Valores y Seguros (SVS).
2
 The Colombian code is monitored by the Superintendencia Financiera 

de Colombia (SFC). Finally, the Peruvian code is monitored by the Superintendencia del 

Mercado de Valores (SMV). 

 Institute-monitored codes: The Brazilian IBGC code is reviewed and disseminated by the 

Instituto Brasileiro de Governança Corporativa (IBGC). The Costa Rican institute code is 

monitored by the Instituto de Gobierno Corporativo de Costa Rica (IGC-CR) – while two other 

Costa Rican codes are described in greater detail below.  

 Mexico is a particular case. In November 2000, the Comisión Nacional Bancaria y de Valores 

(CNBV) issued a Rule for listed firms to require the disclosure of the level of observance of the 

code. In the following years, the most relevant recommendations of the Mexican code were 

incorporated into the Securities Markets Law, and therefore those criteria set in law became 

mandatory. The current Securities Markets Law, which was issued in 2005, requires the 

compliance of a series of corporate governance practices. The Mexican code created by Consejo 

Coordinador Empresarial (CCE) in 1999 (and updated in 2010) still exists as a guide for firms 

that issue debt and for other firms that wish to adopt the principles, but it has no legal status. In 

2008, the requirement to send the compliance report of the code to the Mexican regulator, as 

established in the Issuers´ Provisions, was removed. However, firms that are issuers of equity or 

                                                      
1
 Perhaps the most notable codes which are not included in this report are the code overseen by ABRASCA in Brazil, 

and the Colombian Corporate Governance Guide (“Guia Colombiana de Gobierno Corporativo para 

Empresas Cerradas y de Familia”) sponsored by Superintendencia de Sociedades, Confecámaras and 

Cámara de Comercio de Bogotá. The former has only been adopted by 23 companies at the time of writing 

this report. Likewise, the latter bears a strong resemblance to certain other Latin American voluntary codes, 

but respondents from Colombia generally chose to discuss the more ubiquitous country code, which is 

mandatory for all listed companies to report against, presumably due to its greater visibility and use.   

2
 It is important to note that in Chile it is officially referred to as a “rule”, rather than a “code”, which is related to the 

fact that the code is based on Chilean company law. However, it functions in practice in exactly the same 

way as a code, and for the sake of simplicity it will be referred to as such throughout this report. 



 

 

10 

 

long term debt still have to inform the public of their level of observance of the code, as it is a 

requirement of the Mexican stock exchange, as part of the annual information that firms have to 

disclose. Therefore, the Mexican code is monitored by the stock exchange, but the regulator also 

has access to the information supplied by each issuer. 

 Costa Rica has a special scenario with different codes in force at the same time. Firstly, the 

Consejo Nacional de Supervisión del Sistema Financiero (CONASSIF) has issued corporate 

governance rules applicable to the entities under its supervision. These are sometimes referred to 

as the “CONASSIF Code”
3
, which may give a misleading impression that it is voluntary, while it 

would be more accurately characterized as a regulation. An alternative to the CONASSIF code is 

the Costa Rican stock exchange code, a voluntary comply or explain code which is monitored by 

the stock exchange. It is important to note that listed companies that are also under CONASSIF’s 

supervision may choose not to adopt the stock exchange code, but are then subject to mandatory 

compliance with the CONASSIF code. Finally, the Costa Rican institute code, which is voluntary 

and aimed at non-listed companies, is monitored by the IGC-CR. However, Costa Rica is 

currently in the process of streamlining its corporate governance framework. CONASSIF has 

begun a public consultation process on a new version of its rules. The new rules would be 

applicable to all supervised entities and the stock exchange code would be replaced by this 

unified code. Because the current CONASSIF code is a regulation, this review focuses on the 

IGC-CR code and the Stock Exchange code. 

 At the moment, there is no code in place in Ecuador. Instead, the regulator and the stock 

exchange have encouraged listed companies to adopt some of the practices contained in the 

Guidelines for a Latin American Code of Corporate Governance issued by the Development 

Bank of Latin America (CAF). However, the adoption of the practices is voluntary for companies 

and there is no disclosure requirement attached. The Instituto Ecuatoriano de Gobernanza 

Corporativa (IEGC) is currently in the process of creating a country code. The code will be 

voluntary, created from a private sector initiative with some involvement of the regulator. 

 

  

                                                      
3
 For the sake of clarity, we will not analyze CONASSIF rules since they are mandatory and therefore have the 

characteristics of hard-law. The actual form and approach to monitoring of the updated code remained to 

be confirmed at the time of writing so could not be analysed for the purposes of this report. 
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CHAPTER 1 – DRAFTING AND UPDATING CODES OF CORPORATE GOVERNANCE 

Given the diversity of corporate governance codes which can be found across Latin America, it is to 

be expected that there is considerable variation in the ways in which they are drafted, updated, structured 

and composed. That said, close analysis of the processes behind the creation of these codes reveals a 

number of interesting similarities as well. By thoroughly examining these similarities and differences, and 

the effects they have upon the finished products, it is possible to draw conclusions about how the way in 

which a code is made affects the processes used to monitor it, the way it is perceived by the market and 

ultimately its success.  

The process of creating a code 

The nature of the participants involved in the process of creating a code will have an impact not only 

on the content and substance of the code, but also on the implementation and monitoring of it. Every 

process has a degree of public-private sector dialogue, whether it is implicit or explicit. Regulators 

indirectly influence voluntary private sector codes through the laws and regulations that serve as the base 

beyond which those codes make recommendations. Regulators always have the option of integrating 

voluntary corporate governance practices into their hard-law framework if they see that those practices are 

not working effectively on a voluntary basis. On the contrary, during regulator-led code-creation processes, 

the input from stock exchanges, associations and other private sector organisations serves to legitimize the 

rationale on which a code’s provisions are formalised.     

The creation of corporate governance codes in European countries is generally undertaken by a 

combination of representatives from the private sector and the government or market regulator. In a survey 

of 29 European countries, Corporate Governance Compliance and Monitoring Systems Across the EU 

(EcoDa, 2015), nine had adopted a purely private-sector driven approach when creating their code, with 

three having given the responsibility to governmental/regulatory actors, and the remainder having used a 

mixture. Contributors from the private sector usually included representatives of listed companies, business 

associations of companies and investors, governance experts and, more often than not, representatives from 

the national stock exchange. From the governmental and regulatory side, representatives of the financial 

supervisors of the capital markets were generally involved, and in some cases representatives of the 

government itself were involved in the process.  

In Latin America, all the codes analysed have had some sort of public-private sector dialogue in their 

creation process. This has been either in the form of special committees and working groups of experts for 

discussing the drafts or as a public consultation process where feedback is considered from anyone who 

wants to provide it.   

Committees or working groups  

Country codes of corporate governance are usually formed with a similar participation in Latin 

America. For five of the nine codes surveyed -the exceptions being the Argentinian code, Chilean code and 

the Costa Rican stock exchange’s code— a committee of some description was formed with the aim of 

drafting them. From country to country, the members of these committees were representatives from 

similar institutions. Often, entities with a vested interest in the code that were not represented on the 

committee were consulted during the creation process. 



 

 

12 

 

A pure private sector-led initiative such as the Costa Rican institute’s code was created by means of 

an integrated committee consisting of the Institute’s Board of Directors and various affiliates of the 

Institute. This drafting process undoubtedly involved a smaller participation base than most of the other 

codes examined, which could be justified by the fact that the code is geared toward non-listed companies 

and entirely voluntary, which places less of a burden on companies while still guiding them towards best 

practices.  

Other initiatives led by the regulator, as for example the Peruvian Code, placed more emphasis on 

public-private dialogue. In this case the committee responsible for creating the code was formed of 

representatives of eight entities from the public and private sectors and chaired by the regulator. The 

interest in involving private entities stems from the fact that those that will be subject to the code will have 

an actual obligation (to comply or to explain, for example), making their feedback an important and 

relevant consideration for the drafting process. 

An unusual case in this respect is Mexico, where the process of creating the Mexican code was 

actually led by the private sector through a committee of the CCE which was (and still is) composed of 

individuals representing the Mexican Stock Exchange, the Mexican Bank Association, and the Mexican 

Institute of Public Accountants, international organisations such as the World Bank, and some local 

accounting and law firms. In addition, four government institutions, including the CNBV, were guests in 

the committee but were not official members. That committee was supported by an academic 

subcommittee with representatives from private and public universities, a subcommittee of Board Directors 

and a subcommittee of legal experts. What makes this case interesting is that although the creation of the 

code was led by a private institution, its monitoring became a combined public-private responsibility for 

the stock exchange and the regulator. While the regulator has access to the information provided by the 

companies, the stock exchange is responsible for receiving, questioning and sanctioning in the case of 

delays or incomplete information.    

The code-drafting committees are generally created with a view to ensuring that as diverse a range of 

relevant interests as possible are given a hand in the creation of a code. Though this was undoubtedly the 

principal aim of including a range of entities, the intention itself was expressed in two subtly different 

ways. Some respondents said that they wanted to make sure that as many different sectors of the market as 

possible were represented, while others said they wanted all those who were due to be affected by the code 

to play a part in its creation. 

Box 1.  Full public and private dialogue, the case of Brazil 

The Upcoming Brazilian Interagentes code of corporate governance is being created by the Interagentes 
Committee, a group of 11 business and financial associations selected on the basis of their cumulative representation 
of the market as a whole. The Brazilian regulator (CVM) and the Brazilian Development Bank are also members of the 
Interagentes Committee, but hold only observer status. Interagentes formed a task force to draft the code, subdivided 
into five separate “work streams”, with each work stream required to develop draft recommendations and give progress 
reports each month to the task force for its assigned topic. It was considered a priority for the code to be short, and 
there was a focus on cutting out recommendations deemed to be non-essential in order to reach a total of no more 
than 60. The Brazilian regulator was given the final say in whether or not to include any recommendations that had not 
been unanimously agreed upon by Interagentes members. The Brazilian regulator reported that it feels that the 
process as a whole worked very well, despite being long and difficult at times, and that it is very satisfied with the 
results so far. One of the principal advantages of this experience, as highlighted by the regulator, is that the focus, 
substance and content of the code are aligned to the market’s needs and expectations, thus avoiding the usual 
resistance that new regulation generates.   
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Consultations open to the public 

In the process of creating a corporate governance code, public consultations usually involve posting 

the working draft of the code on the issuer’s website, and inviting the public to make comments or 

suggestions. Public consultations featured in the creation processes of many of the surveyed Latin 

American codes of corporate governance. Only three codes were created without a public consultation of 

any kind: the country codes of Mexico and Peru, and that of the Costa Rican Institute. 

The Argentinean regulator decided to use a public consultation as a means of representing the 

interests of the market, instead of a committee. Having sounded the market beforehand, it was found that 

there was not a great deal of interest in corporate governance from the market, but the regulator still felt 

that it was important to hear from those who would be affected by the code. The resulting public 

consultation gave interested parties the opportunity to make comments on the draft, and also involved 

meetings with organisations such as the Argentine Chamber of Corporations, the stock exchange and the 

local corporate governance institute (Instituto Argentino para el Gobierno de las Organizaciones - IAGO). 

The Costa Rican stock exchange created its code using a very similar process. The exchange’s legal 

department was solely responsible for drafting the code, which was then approved internally first by the 

regulations committee, and then by the Board of Directors of the stock exchange. After that, the draft was 

sent to various “interest groups” for comments and suggestions. These were then presented to the Board for 

final approval. Although this approach to public consultation was slightly different, being not fully open to 

the public, measures were taken to ensure that the interest groups consulted would serve as a fair 

representation of the public interest.  

An unusual case is Chile, where the idea of creating a corporate governance code was developed 

jointly by the regulator and the Instituto Chileno de Administración Relacional de Empresas (ICARE). The 

first step involved in the creation of the code was an awareness raising event during which the aim of 

creating a culture of self-regulation through a code of corporate governance was explained to 

representatives of the market. ICARE was originally entrusted with drafting the code, but ultimately this 

arrangement fell through. The regulator retook control of the initiative and created a first draft of the 

document. After this, a second awareness raising event took place, where the first draft was presented. This 

was an opportunity for professional directors and experts to analyse the draft and make comments. After 

that, the regulator put the draft of the code to a public consultation in order to hear feedback from the 

market. During the public consultation, the regulator received a huge number of suggestions in comparison 

with other similar processes it has conducted. 

It is important to note that both processes, the committees and the public consultation, have had 

important effects in shaping the content of codes as well as the scope of its application. There is no 

conclusive evidence to suggest that one system provided more helpful feedback in the drafting process 

since the topics or issues mentioned by the questionnaire respondents for both processes are mostly of the 

same type. Some of these include:  

 issues regarding the nature of the code (for example the characteristics of the voluntary and 

mandatory aspect of comply or explain approaches), 

 issues regarding the content of the code (for example the addition of new topics such as conflicts 

of interest and related parties transactions),  

 issues regarding the chapters of the code (for example the inclusion of corporate social 

responsibility issues),  
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 issues regarding the difficulties to comply with recommendations (for example the lack of 

experienced independent directors in Latin American markets), 

 issues regarding the costs of implementation (for example voicing concerns about the length of 

information to report),  

 issues regarding the effects of the implementation of recommendations (for example the risk of 

financial disclosure vis-à-vis the security of owners and executives).  

As an advantage, the committee process allows the leading institution to include the most 

knowledgeable and experienced parties into the dialogue, while in the public consultation, the feedback 

could be more disperse and out of focus. Furthermore, committees allow for dialogue and discussion. 

Participants can present their opinions, explain or ask about the rationale behind ideas, voice their dissent, 

present rebuttal and agree on mid-terms. On the contrary, public consultations may limit presentation of 

ideas to written submissions, limiting the scope and effect they could have.  

Box 2.  The process of creating a voluntary code: The Ecuadorian experience 

The Instituto Ecuatoriano de Gobernanza Corporativa (IEGC), with the International Finance Corporation’s (IFC) 
support, is in the early stages of creating a country code. The IEGC has established a committee formed by IEGC 
members who are representatives of the industrial, commercial, financial, union and services sectors. The committee 
will be in charge of creating a first draft of the code. To do so, the committee will benchmark practices taking 
references from OECD Principles, CAF Guidelines and some country codes deemed to be a positive reference. 

Once a first version of the code has been drafted, the IEGC will organize roundtable discussions comprised with 
representatives from businesses, unions, and regulators. The purpose is to reach a consensus among stakeholders on 
the practices contained in the code. The IFC will then facilitate a peer review of the document, during which comments 
on the draft will be made by corporate governance experts, as well as by the IFC itself. The IEGC will then incorporate 
the comments received, before finally conducting an open consultation which will open the draft up to suggestions from 
the public.   

IEGC hopes that this process results in a country code built from consensus, which will be accepted by 
companies and adopted as a tool for adding value. This is particularly important since the adoption of the practices will 
be voluntary for the companies. IEGC is also interested in the regulator becoming a key participant in discussions and 
revisions, with the objective of showing the regulator the benefit of companies adopting the code as self-regulation. 
IEGC’s ultimate aim is for the regulator to recommend the code as a set of principles of good corporate governance, 
instead of including specific practices into rigid regulation. 

Sources used to create codes 

In both our study and the Comply or Explain Preserving Governance Flexibility With Quality 

Explanations (EcoDa, 2012), the OECD Principles of Corporate Governance (now G20/OECD Principles 

of Corporate Governance) were the most commonly referenced source in the drafting process of corporate 

governance codes. This was the leading trend within a broader general pattern of making use of 

international sources for guidance when creating codes. Notably, though, while a relatively large 

proportion (28%) of the European countries examined in the EcoDa report used no specific international 

reference at all in the creation of their codes, every Latin American code surveyed was created with 

reference to at least one international source. All surveyed codes made explicit use of the Principles of 

Corporate Governance. This may also be a result of the Latin American Roundtable on Corporate 

Governance’s influence in the region. The Roundtable hosted by the OECD has been for more than 13 
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years the main forum for regulators to stay updated on the latest corporate governance global trends and 

learn from peer regulators. Moreover, the Roundtable has always been based on public-private sector 

dialogue, with private sector representatives, in many occasions, having led or influenced the drafting of 

codes in their countries.  

The other most commonly used source was the corporate governance guidelines laid out by the 

Development Bank of Latin America (CAF), which were incorporated into the Argentinean, Colombian 

and Peruvian codes. Although the Ecuadorian code of corporate governance has not yet been created, the 

various regulators and the stock exchange there encourage companies to adopt the CAF guidelines, so it 

seems very likely that their new code will incorporate them as well. 

Foreign country codes were an almost ubiquitous point of reference, having been used by every code-

creating authority. However, the number of different foreign country codes cited varied considerably, from 

Peru’s usage of just one code (Spain’s) to Brazil’s Interagentes unusually large number (20 in total) of 

foreign country codes being considered as reference. The reason behind the extensive use of sources by 

Brazil is grounded in their major objective of creating the code to increase stakeholder awareness 

(including those of the international community) of the corporate governance practices adopted by 

companies, as well as provide them with high standards (of international level) against which the 

implementation of these practices could be assessed. 

Borrowing from other Latin American codes was limited, though, with only Chile citing the Mexican, 

Brazilian and Peruvian codes, and, in turn, Colombia and Argentina citing Chile as a source when updating 

their own code. This is most likely because the majority of Latin American codes are comparatively new, 

and have not established a reputation for quality. Two of the most important factors cited in choosing 

which codes to draw on were age and international reputation, though comparable market size and 

geographical proximity were also considered. 

A list of sources for each code is detailed in Annex 1.  

How often codes are updated 

The flexibility of a code refers not only to its provisions but also to its creation and updating 

processes, which are usually detached from the rigid approval processes of law and regulation. Codes tend 

to be reviewed periodically, which allows them to act as a testing ground for fine-tuning practices (based 

on users’ feedback), applying controversial ideas and fostering innovation in corporate governance. The 

existence of a code and its periodic review are also a signal that the country is committed to good 

governance, since codes often inspire a culture of accountability and encourage companies to implement 

practices that go beyond those required by the law. Codes cannot stagnate when their substance or 

formality need changes or improvements based on new conditions that demand an update. If codes are not 

updated periodically, the regulator may be more likely to compensate for the dissatisfaction generated by 

the misalignment between the requirements of the code and the reality and move for example from a 

comply-or-explain requirement to a mandatory regulation.  

Of the 29 European countries examined in the Corporate Governance Compliance and Monitoring 

Systems across the EU (EcoDa, 2015), all but one have revised their code at least once since it was first 

published. The median number of revisions is two, but several countries have between five and seven 

revisions, and Germany has the most with ten. The majority do not update their codes at regular intervals, 

instead doing so when they deem it appropriate. The most common reasons given for updating a code are 

as follows: 
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 To better converge with European and International standards (in the EU regulation obliges 

member states to establish mandatory reporting); 

 To adjust to a change in national law; 

 To adjust to a change in market conditions; 

 To adapt the code following lessons learned about applying the code in practice. 

All of the Latin American codes surveyed have also been updated at some point. None of the 

countries surveyed update their codes on a regular basis, instead choosing to do so on the basis of 

requirement or perceived need. The most common reasons given for updating a code were changes to key 

sources, such as the G20/OECD Principles of Corporate Governance, general developments in the global 

field of corporate governance and changes to the national and international business landscapes.  

The Brazilian IBGC code is the Latin American code which has been updated the most, having been 

revised four times. The Costa Rican stock exchange code and the Mexican code have each been updated 

twice, the latter currently being reviewed by the CCE with the aim of incorporating the new G20/OECD 

Principles of Corporate Governance. The Costa Rican Institute code has only been updated once, but is 

also currently being updated to align it with the G20/OECD Principles of Corporate Governance.  

The process of updating a code 

In general, the process by which corporate governance codes are updated in Latin America is largely 

the same as the process by which they were originally created. The most consistent difference across 

countries between the creation and revision processes was simply the fact that the original creation process 

was started from scratch, whereas the committee charged with updating the code at a later date was always 

able to use the existing code as a point of reference. Although some revisions entailed a “comprehensive 

update” of the code, that is not to say that an entirely new code was created, but rather that the old code 

was thoroughly evaluated and that considerable changes were made. The fact that the old code serves as a 

base for future updates is not a detail to be taken lightly, since the general approach and tone of the 

previous version could heavily influence the newer one. The Brazilian IBGC code for example has been 

updated every time its board of directors, upon management recommendation, has assessed that the code 

was not up to date with international standards. In the last update the document was drafted within a 

different process than in previous versions: after a series of discussions and public comments, divided into 

three stages – initial public comments, restricted audience and final public hearing -- and a period of debate 

featuring the board of directors and managers of the IBGC.   

Sometimes, the update process leads to improvement not only in the content but also in the process 

itself, when compared to its creation. In the case of Peru, the committee in charge of updating the code 

received greater participation from the public and private sector than during the code creation process. In 

Mexico, the composition of the committee in charge of the update was modified to include expert lawyers 

in corporate governance and some independent directors.  

During the updating process, the Colombian regulator established a combination of both systems 

(working group and public consultation). The working group was formed with the main institutions 

representatives of the public sector and the market. In addition, in compliance with the “Colombian 

transparency protocols”, the updated Colombian Code was released to the public through the regulator’s 

web page for 10 business days allowing for general public commentary. 
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The Chilean code is also unusual in terms of its updating process. The regulator has declared an 

intention to review the code every two years in order to adapt the regulatory framework to the changing 

realities of the market. During the first revision, which took place two years after the original code was 

issued, the regulator produced an updated draft of the code, which was then put to a public consultation. 

The final stage of the revision process involved giving the draft to consultative roundtables for analysis, a 

significant additional step compared with the original creation process. These consultative roundtables 

were composed of approximately eighty participants from different sectors of the market. The participants 

were organized into a total of six consultative roundtables for the revision process, each of which spent six 

hours analysing the draft of the code, with the SVS as moderator. The results of these consultative 

roundtables were outlined in a final report which was presented to the market together with the launch of 

the new code. 

The objectives a code is designed to achieve 

The effectiveness of codes depends on the relation between their structure, scope, content, system of 

compliance and the objectives they were set out to reach. It is only by having clear and defined goals that 

the design of the code will make sense when evaluated. The goals will help define whether the code will be 

purely voluntary, or if it will have a comply or explain approach. Goals will also help the users to 

understand the disclosure requirements and will help the monitoring institution to do a proper enforcement 

and evaluate the quality of responses as well. 

To evaluate the success of codes in meeting the objectives that are established for them, it is important 

to keep in mind that different stakeholders in the process may be able to agree on overall general objectives 

to improve corporate governance practices, but each stakeholder group may have more specific and not 

necessarily shared interests in mind for the code.  The interest of the regulator might be, for example, to 

identify in a code what specific measures it expects from directors for them to fulfil their fiduciary duties, 

so that, when a concrete case has to be judged, there is already a clear framework of what an ideal 

corporate governance structure is. While it might be a fair objective for regulators to increase the stability 

of their decisions, companies may decide to formally comply with every rule of a code just for the sake of 

avoiding future sanctions if they realize that the regulators (or judicial system) intend to use the code as a 

main reference to judge breach of fiduciary duty complaints.  

Meanwhile, the interests of investors and companies in supporting the use of codes might be to reduce 

transaction costs on corporate governance investment decisions. On the one hand, companies are willing to 

invest in corporate governance policies that improve performance, reduce risks or reduce costs of financing 

if these benefits outweigh the costs of the investment. On the other hand, investors may be willing to 

accept a smaller return on an equity investment if they perceive that the company has sufficiently good 

corporate governance and, therefore, smaller risks than it would have otherwise.  

In order for these two sides to find common ground on an optimal level of investment in corporate 

governance, nevertheless, a more or less explicit transaction must occur. A corporate governance code, in 

this context, is a framework that reduces the transaction costs for companies and investors: (i) from a 

limited list of possible investments in corporate governance, the company explains to the whole market 

what corporate policies are economically justifiable in its opinion; (ii) and then the investors, with their 

own assessment and comparing different companies, can more easily decide whether they agree with the 

explanations provided by the management and, accordingly, how they evaluate the price and risks of the 

company's shares. 
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While in theory, then, corporate governance codes can be mutually beneficial for regulators, investors 

and companies, if the system does not function well, the incentives may not remain aligned. For example, 

if companies perceive that investors are not willing to pay a higher premium for good corporate 

governance practices, they may not invest resources in reviewing and improving practices or providing 

good quality explanations of reporting. And if explanations are not of good quality or providing sufficient 

information to evaluate which companies have good practices, investors may not devote sufficient 

resources to make use of the information in their investment decisions. This creates a chicken and egg 

problem as both sides can blame the other for failing to make good use of corporate governance codes. 

And in the absence of effectively functioning market incentives, this may increase the incentive of the 

regulator to move from voluntary codes to hard regulation.  

Latin American countries interviewed for this report have tended to establish more general objectives 

than those mentioned above.   

Most cited a general-purpose aim to improve countrywide standards of corporate governance as a 

primary motivation for creating their code. Chile, Colombia, Costa Rica and Peru cited a specific interest 

in improving investor confidence.  

The Argentinian regulator seemed to take a different approach when it came to the aims of its code. 

Where other corporate governance authorities stated objectives which they hoped their code would 

achieve, in Argentina the code is seen as more of a protective measure aimed at preserving and upholding 

the rights of investors, shareholders and the general public. 

These and other more specific objectives stated in the codes themselves are listed in the table below.   
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Table 1. Objectives for Latin American codes 

Code Objectives (as stated in the code) 

Argentinian code The objective is to be an instrument to protect the rights of investors, creditors and the 
general public. Seeks to avoid or at least limit the possibility of dissemination of 
asymmetric information. 

Brazilian IBGC code The purpose is to be a reference in corporate governance, contributing to the 
sustainable performance of organisations and influencing the agents of our society 
towards greater transparency, justice and responsibility. 

Chilean code The aim is to be a tool for investors to have sufficient information to make correct 
investment decisions. 

Colombian code The objective is to be a guide of the best corporate practices which is expected to be 
adopted and put into practice by issuers that intend to raise their standards of 
corporate governance. 

Costa Rican institute code The purpose is to be an incentive for adoption of best practices in any company; and 
introducing self-discipline for the transparency of its activities. 

Costa Rica stock exchange 
code 

The aim is to introduce self-discipline in the handling of transparent business; increase 
the value of the company; facilitate access to capital; and contribute to the 
sustainability of the company. 

Mexican code It is a tool that aims is help companies in the process of institutionalisation; 
transparency of its operations; appropriate disclosure; to be competitive in a global 
world; to be able access to financing on favourable terms; to have stable succession 
process; and to be permanent over time for the benefit of its shareholders and third 
parties. 

Peruvian code The purpose is to help create a true culture of corporate governance in Peru, which 
improves the perception of corporations by investors; promote business development; 
and contributes to value creation in the Peruvian economy. 

 

Representatives of institutions that developed the codes also described supplementary objectives that 

went beyond those formally stated in their codes. The Costa Rican stock exchange, for example, was 

looking to break new ground by defining a minimum internal structure of corporate governance, including 

a well-functioning system of internal controls. The Stock Exchange stressed the importance of generating a 

positive culture of corporate governance within companies, encouraging them to implement policies of 

their own which would help improve compliance and governance levels in general. Another objective was 

also to provide a foundation for the creation of internal corporate governance codes within companies. 

The Mexican CCE cited a specific interest in making Mexican companies more formalized, 

promoting a culture of responsible management which will help them endure over time by placing greater 

emphasis on the interests of the stakeholders.  

The IBGC code is part of IBGC’s efforts to improve corporate governance within Brazilian 

companies and organisations by providing a benchmark for each company to reflect on, adapt and apply 

considering the organisation’s structure, reality and where it stands in its life cycle. By comparison, the 

Costa Rican Institute was more modest in its aims, though this is perhaps to be expected, given its target 
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audience of non-listed companies and the voluntary status of the code. The Costa Rican Institute hoped that 

their code would serve as an educational tool which would help companies understand for themselves the 

benefits and advantages of good governance, rather than impressing a code on them as an obligation. 

Analysing the variety of objectives set out in the different codes, we can say that there is a correlation 

between the system of compliance and the goals that the code tries to achieve. Voluntary codes give 

priority to educational and benchmark objectives, while those with mandatory disclosure requirements 

appear to give more focus to changing the corporate governance culture in the country, at least among 

listed companies, and providing specific tools for increasing transparency and awareness of corporate 

governance practices at the company level.  

There is also no conclusive evidence that the profile of the participants in the public-private dialogue 

(in the code developing process) has any direct influence on the objectives or, vice versa, that the 

objectives determine the participants of that dialogue.  

The structure of a code 

If we wish to analyse the structure of a code of corporate governance, there is a general distinction to 

be made between principles-based codes and rules-based codes. Two of the Latin American codes 

surveyed (the Chilean code and the Costa Rican stock exchange code) are definitively structured according 

to one of these methodologies. The rest of the analysed codes cannot be easily placed in either the rules-

based or principles-based categories, but are structured instead using a combination of the two systems. In 

theory, those codes with detailed recommendations will have to be more open to explanations of why the 

company is not complying, hence the monitoring of the disclosure and the quality of responses are of great 

importance. A principles-based code, on the contrary, will serve more as a guide to companies and leave 

more room to interpretation, flexibility and experimentation. For comply or explain codes, on a rules-based 

approach, companies have to do one specific thing or otherwise explain. On a principles-based approach, 

companies can do anything within a range, or else explain. Therefore, the regulator's job of monitoring 

compliance may be harder with a principles-based approach, where he/she has to make a more difficult 

subjective assessment about whether the company has really complied. 

Principles-based codes 

Under principles-based codes, companies are provided with guidelines for good corporate 

governance, and they are allowed some flexibility in the exact practices they choose to adopt, as long as 

they stay within the code’s principles. These types of code are often aimed at indicating to companies the 

basic features of a solid governance structure but allowing them to implement good practices in a way that 

suits them best. None of the Latin American countries surveyed follow this model.  For the last update of 

the IBGC code, the Brazilian institute intended to follow a principles-based approach, thus giving 

flexibility to its recommendations. This is the case because it was hard to justify specific recommendations 

that included details such as percentages of independent directors (although aligned with international 

practices) to every type of company without falling into a “one size fits all” situation. However, the final 

version of the code did not achieve a 100% principle-based system but a hybrid system, where many 

recommendations are still objective and far from being general principles. 

Rules-based codes 

Rules-based codes usually consist of a list of more specific recommendations. While these types of 

code are less flexible than those which are principles-based, they are also less easily exploited by those 
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companies that do not perceive corporate governance practices as having value and therefore prefer to 

invest as little as possible in implementing good corporate governance practices. This kind of approach to 

governance can lead to the “market for lemons” problem, where the weak implementation of a 

recommendation by a company -- just doing the minimum necessary to comply with the principle -- can 

affect the reputation of other more committed companies who also comply with it. Under the eyes of those 

monitoring (and the market) these companies all comply with the principles and there is not necessarily a 

difference between them. But when one of these companies gets into trouble as a result of its poor attitude 

to governance, the rest could also be considered “sour”, since the understanding has been that they are 

governed by the same standard as the failing company. Providing a more specific, detailed set of rules may 

help to avoid this problem by ensuring a definitive yes-or-no answer as to the implementation of a 

recommendation.   

Out of the surveyed codes, two have the structure of a ruled-based approach - the Costa Rican stock 

exchange code consists of a list of specific recommendations, while Chile’s code only contains a 

questionnaire about specific practices of corporate governance that the company should implement or 

justify why it is not doing it. 

Hybrid codes 

A significant number of corporate governance codes in Latin America cannot be easily placed in 

either the rules-based or principles-based categories, but are structured instead using a combination of the 

two systems. However, a closer look at these codes shows that they tend to resemble a rules-based code in 

practice. 

The Colombian and Mexican codes, as well as the Costa Rican Institute code, are comprised of a set 

of general principles of good corporate governance. Each of these principles is then broken down into a 

larger set of specific recommendations, compliance with which would bring the company into line with the 

more general parent principle. Clearly there are elements here of both the rules-based and principles-based 

approaches, but certainly these three codes seem closer to the latter. Though broad-brush principles do 

form a key part of them, the codes do not offer companies the essential flexibility and room for 

interpretation which characterizes a true principles-based approach. Originally, the Peruvian code was 

principles-based, and the regulator found that the quality of the reporting on cases of compliance was too 

subjective, allowing companies to loosely interpret the principle and implementing a varied set of practices 

that were hard to measure or evaluate. Hence, their last version of the code, although it sets a list of 

principles, contains a detailed questionnaire that makes the recommendations more specific.  

It is important to note here that the way a code is structured does not definitively determine its impact 

upon companies. That is, two codes with the same structure can have very different effects upon a 

country’s corporate governance. The Colombian and Mexican codes, and the Costa Rican Institute code, 

all have the same hybrid-style substructure of rules-based approaches, but this is not to say that these three 

codes make the same demands of companies under their jurisdiction. In fact, the differences between them 

are a succinct illustration of the breadth of different paths that can be taken by the creators of a code, even 

within a mostly rules-based approach.  

The Argentinean code is structured along very similar lines to those of Colombia, Mexico and the 

Costa Rican Institute. It too is composed of general guidelines, which are broken down into a series of 

specific recommendations. The difference is that the Argentinean code also contains an annex where 

companies can find “suggestions” as to how they go about complying with each of the recommendations. 
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 When the Brazilian IBGC Code was last updated, the Brazilian institute sought to give more 

flexibility to its code. Thus, it established a more clear set of principles and a list of recommended 

practices derived from them which are similar to “rules”. However, currently some of those practices are 

more flexible, such as the recommendation of independent directors responding for a “relevant” portion of 

the Board of Directors, instead of a specific percentage to every type of company without falling into a 

“one size fits all” situation. 

The upcoming Brazilian Interagentes code will contain a set of broad principles, each of which will 

be explained and justified using theory. The principles will each contain a set of recommended practices, 

giving the code a hybrid structure between rules-based and principles-based approaches.  

The contents of a code 

Before reviewing the contents of different Latin American codes, it is important to recall that each 

code is issued within a context of a broader set of legal and regulatory requirements. Therefore the fact that 

one country’s code may give little or no emphasis to certain sub-topics may simply reflect the fact that the 

code developers have made an assessment that that particular topic is adequately addressed by the existing 

legal framework, and that additional good practices do not need to go beyond it. Likewise, more detailed 

recommendations in one country’s code may reflect the absence of sufficient regulation in that particular 

area. 

Most of the Latin American codes surveyed divide the contents of their codes into a few key areas, 

with the areas chosen varying slightly from country to country. All nine codes devoted a section to the 

Board of Directors. All nine codes also contained a section devoted to the company’s treatment of 

shareholders, though in the case of the Mexican and Peruvian codes this was limited to a section 

concerning shareholders’ meetings.  

Even though increased transparency for the sake of stakeholders was frequently cited as a primary 

motivation for creating and maintaining codes of corporate governance, the topic itself as a best practice 

did not often occupy an important position in the structure of the various Latin American codes. 

Nevertheless, transparency is inevitably enhanced by the mandatory disclosure required by most Latin 

American codes. The Colombian and Peruvian codes dedicate an entire section to transparency, but the 

Chilean code incorporates it into the section relating to shareholders, while the Brazilian IBGC code 

includes it very briefly within the “executive management” section. Costa Rican codes, as well as the 

Mexican code, make almost no mention of transparency at all. 

The content of codes not only varies in the topics they cover, but there are also some cases that 

include principles or recommendations for different types of companies. For example, the Costa Rican 

Institute code incorporates one section dedicated to issuers and another dedicated to family-owned 

companies. The Peruvian code does include recommendations for family-owned companies, although they 

are contained within a separate annex, as are recommendations pertaining to state-owned enterprises.
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Table 2. List of contents of each code 

 Shareholders 
and AGM 

Board of 
Directors 

Management  Risk 
Management 

Conflict 
of 

interest  

Control 
environment 

Transparency & 
disclosure 

Family 
Owned 

Business 

State 
owned 

Company 

Others 

Argentinean 
Code 

Yes Yes No No No Yes Yes No No - Remuneration 
- Responsible 
relationship with 
the community 
- Ethics 

Brazilian 
IBGC Code 

Yes Yes Yes Yes* Yes Yes Yes* No No - Ethics 

Chilean 
Code** 

Yes Yes No Yes Yes* Yes* Yes* No No - Evaluation by a 
third party 

Colombian 
Code 

Yes Yes Yes* Yes* Yes* Yes Yes No No An SOE code is 
planned for 2017 

Costa Rican 
Stock 
Exchange 
Code 

Yes Yes No No No Yes No No No - Investor 
Relations 

Costa Rican 
Institute Code 

Yes Yes No No No No No Yes No - Disclosure of 
the compliance 
of the code 
- Four annexes 

Mexican 
Code 

Yes Yes No No No Yes No No No - Evaluation  
and 
Remuneration 
- Financial and 
planning 
function.  

Peruvian 
Code*** 

Yes Yes Yes Yes**** No No Yes Yes Yes  

* The code addresses these topics not specifically in a chapter but in many principles and recommended practices along the code. 
** The Chilean code only addresses matters not explicitly required by Law (as listed companies have to comply with the Securities Market and the Companies Law). 
***The Peruvian code regulates in two different annexes Family Owned Businesses and State Owned Companies.  
**** The Peruvian code presents together risk and compliance. 
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CHAPTER 2 – IMPLEMENTING CODES OF CORPORATE GOVERNANCE 

As codes are finalized and ready to be launched, the developer should understand that a big part of the 

code’s success depends on the recipients’ clear understanding of the compliance requirements and 

recommendations. The developer should make sure that the instructions to apply the code are simple and 

easy to understand, that the provisions are clear and suitable to implement, and that the explanations for not 

implementing a provision are expected to be of a certain quality. To achieve this, the code developer often 

has to work on a series of awareness-raising and capacity building events that will underpin corporate 

governance knowledge. Moreover, it will take time for companies to pass the learning curve generated by 

new recommendations -- as implementation and reporting of new practices will usually take several 

months or even longer, for example, when company bylaws must be changed to comply with the code. 

Stakeholders who could play a role in assessing the success of a code must also learn about the 

recommendations and what to expect from the companies’ responses in order to be able to monitor or 

evaluate them. It is important that companies, stakeholders and the developer all understand that a push for 

full compliance with the recommendations of a code is not necessarily a success since it could impose 

practices that are not consistent with the type, size, industry or stage of development of the company.   

Launching the code and training 

The way in which codes of corporate governance are launched has varied considerably across the 

eight Latin American countries surveyed. Half of the Latin American countries surveyed chose to stage an 

event dedicated to the code’s release. This was the case for the launch of the Colombian code, the Costa 

Rican institute and stock exchange codes and Peruvian code. The Brazilian IBGC code was not given its 

own event, but was launched as a key feature of the IBGC annual conference and it is also presented and 

discussed in several events, public debates and lectures in different cities and regions in Brazil. Besides 

that, they disseminated it by delivering its messages to the press and by sending it to regulators, 

universities, their network of active voluntary members and other influencers. The Chilean and 

Argentinean regulators disseminated the code through a press release and then conducted seminars where 

they explained the content of the code. Similarly, the Mexican code was launched at a press conference and 

afterwards disseminated via interviews, magazine articles and presentations at events. Subsequently, some 

Mexican universities were provided by CCE with a toolkit on corporate governance to promote the code.  

As we can see, the launch and dissemination of codes has varied in method and reach, but has always 

combined a public presentation (usually involving the press) with direct communication with those 

potentially interested parties.   

Once launched, the companies and stakeholders will look for support in the form of capacity building 

for the implementation of the practices detailed in the code. Surprisingly, few countries provided specific 

trainings for those affected by the codes. For example, the CCE provides an 80-hour corporate governance 

training program to any organisations or individuals which show an interest in learning more about the 

code. The program consists of five modules based on the structure of the code and it is delivered in 
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partnership with some of the universities which belong to the academic subcommittee that helped create 

the code.  

For the rest of the codes surveyed, there was no specific training delivered, with the exception of the 

Peruvian regulator who organized a number of conferences for business associations. Interestingly, 

Procapitales, which is an association that seeks to promote the sustained growth of the capital market in 

Peru, assumed an active role in the dissemination of the code through the implementation of nine seminars 

and various publications. On the other hand, the Brazilian institute did not provide specific training on the 

recommendations of their voluntary code, but instead held comprehensive corporate governance training 

courses yearly, in which participants get to know the document, its motivations and main aspects, as well 

as general corporate governance concepts.   

Systems of compliance  

As previously mentioned, codes of corporate governance are created with different expectations on 

the impact they will have when considering the scope of companies they are aimed at. This is directly 

linked to the system of compliance (if any) that the code is set to use. In this regard, we can find several 

types of compliance regimes, from a purely voluntary code to those establishing mandatory rules, which 

may be considered mis-named as “codes”.  There are three major kinds of compliance requirements for 

corporate governance codes:  

Voluntary: Companies have the option whether to implement the recommendations set in the code, as 

there is no legal or regulatory requirement to either comply with them or to disclose the compliance or 

explanation of non-compliance. Due to their flexibility, these are suitable to a broad set of companies, 

including non-listed companies, as well as small, medium and large companies. 

Comply or Explain: Companies have the option whether to implement the recommendations set in 

the code, as there is no legal or regulatory requirement to implement them. However, it is mandatory to 

disclose whether they do so or not. In case they do not implement the recommendation, they have to 

explain why they have taken this course of action. This approach’s success, which is common in Europe, 

relies heavily on the accountability demanded to the company by shareholders. If the company fails to 

adopt good practices, shareholders may engage directly with the company to seek changes or otherwise 

penalize the company by selling its shares. They may also complain to the regulator if the company fails to 

comply with regulatory requirements to provide a quality explanation.  While this is the theory behind 

adoption of comply or explain codes, Comply or Explain Preserving Governance Flexibility With Quality 

Explanations (EcoDa, 2012) has noted that in most European jurisdictions, shareholder engagement on 

codes has been weak, and that those jurisdictions where comply or explain codes have worked best, such as 

in the Netherlands or the UK, there tend to be a more active group of institutional investors.   

Latin America also has experienced difficulties in mobilising an active institutional investor 

community, although pension funds have played this role to some extent in some countries, such as 

Colombia, Chile and Peru, while Brazil’s market has benefited from the active advocacy role played by 

AMEC, the association for capital market investors in Brazil. Although it is likely that some institutional 

investors, such as wealth managers and investment advisers, do analyse the quality of corporate 

governance structures when evaluating the risks and prices they are willing to pay for specific companies` 

shares, interviews undertaken for this report suggested that institutional investors are not playing an active 

role in the region with respect to corporate governance codes. As elsewhere, the high costs of monitoring 

information case by case (institutional investors, for example, have to battle with the “free-rider” problem, 
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bridge the language gap and consider cost-benefit incentives when investing for example in indexes), may 

result in limited influence of codes.  

The Comply or Explain approach has manifested some variations due to experimentation by those 

creating and updating the codes. In order to strengthen the “comply” aspect of these, some codes now look 

to receive an explanation not only on the recommendations which are not complied with, but also on those 

which are, making it a “Comply or not and Explain” system. On the other hand, some codes in favour of 

improving the quality of explanations when companies are not complying, require not only to mention why 

they are not doing it but also explain any solutions that it has put in place to replace it.  

Mandatory: Companies must implement all parts of the code as a matter of regulatory or legal 

requirement. These are usually wrongly referred to as “codes”, as they are formed by a set of rules 

regarding corporate governance codified into one document and sometimes requiring disclosure of their 

compliance. However these lack the characteristics of soft-law normally associated with a code. There are 

also variations to these codes as some for example require mandatory practices but at the same time leave 

some recommendations under a voluntary approach, giving the company flexibility to adopt them or not 

(Mixed codes).  

According to the OECD Corporate Governance Factbook (OECD, 2015b), which studied corporate 

governance codes in 41 different jurisdictions, including most OECD members, 73% of country codes 

surveyed used a comply or explain (including “Comply or not and Explain”) compliance requirement. 12% 

of codes were employed with a mandatory compliance requirement, while the remaining 15% used a 

voluntary code. The Dutch Corporate Governance Code, known as the Tabaksblat Code, is an interesting 

example of how a comply or explain code (although referred in the Netherlands as “apply or explain”) has 

achieved a high level of implementation of its practices based on good monitoring and incentives. A 

Corporate Governance Monitoring Committee (composed of market stakeholders) releases an annual 

report (based on companies reports) highlighting key corporate governance issues under debate in the 

country, noting where companies have least applied the best practice recommendations, and also noting the 

extent to which explanations of non-appliance were inadequate, in other words, non-compliant. This report 

is taken then into consideration by a relatively active group of institutional investors and also used by the 

Enterprise Chamber to answer requests presented by shareholders, companies or other stakeholders who 

are looking to determine if companies have behaved in an objective and fair manner.  

In Latin America, three of the codes surveyed employ a “comply or explain” approach, another three 

use a “comply or not and explain” approach, while another two are voluntary.   

The Costa Rica stock exchange and Peruvian codes have a “comply or explain” system. Also, the 

Peruvian code allows companies the option of providing explanations of how they have complied with the 

code, but this is not an obligation. The Argentinean and Chilean codes have a “comply or not and explain” 

approach, where an explanation is required irrespective of the answer given. The Colombian code, 

although is announced as a “comply or explain” code, it has the characteristics of a “comply or not and 

explain” one, since it requires companies to describe the way that they comply with its recommendations, 

in order to ensure transparency to the market.  

In the Mexican case, it is not easily determined whether the system of compliance is “comply or not 

and explain” or “comply or explain”. The CEE presents the code as “comply or not and explain” and 

provides a guide to companies where the instructions do not clearly call for provision of an explanation in 

cases of compliance. ; Consequently, in practice, few of the companies are (or have been) explaining how 

they comply with the code’s recommendations. In addition, the Brazilian regulator stated that the 
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upcoming Interagentes code would probably be some variant of the “comply or explain” approach which 

could also require companies some level of explanation on how they comply with certain 

recommendations. However, the Brazilian regulator had not yet made a final decision about the 

compliance system as of September 2016. 

On the other hand, the Brazilian IBGC code and the Costa Rican institute serve as examples of 

voluntary codes in the region.  

Table 3. Scope and requirements for Latin American corporate governance codes 

Country Code Scope  Compliance Requirement 

Argentina CGS Mandatory – listed companies Disclosure –Comply or not and Explain 

Brazil IBGC Code Voluntary Voluntary 

Interagentes Code Mandatory – companies 
registered with CVM 

Disclosure - still not decided  

Chile NCG No. 385 Mandatory – Listed Companies Disclosure - Comply or not and Explain 

Colombia Country Code Mandatory - listed companies Disclosure - Comply or Explain* 

Costa Rica Rules of Bolsa Mandatory – listed companies 
(unless they follow CONASSIF 
code) 

Disclosure - Comply or Explain 

Institute Code Voluntary Voluntary 

Ecuador No Code – CAF 
guidelines promoted 

Voluntary Voluntary 

Mexico CCE Code Mandatory – listed companies Disclosure - Comply or not and Explain 

Peru SMV Code Mandatory – listed companies Disclosure - Comply or Explain 

*With “comply or not and explain” characteristics. 

Compliance reports 

In Latin America there are different systems by which companies disclose the degree of adherence 

and implementation of corporate governance practices. Some monitoring authorities send an electronic 

questionnaire that companies need to respond to, while others ask to include it in a section of companies’ 

annual reports. Additionally, there are authorities that require companies to upload the compliance reports 

to the regulator’s website. In all the cases, compliance reports must be presented annually by companies. 

In Chile and Colombia, compliance with the codes is reported through a questionnaire found on each 

regulator´s website. This system allows regulators to have all the information regarding practices 

implemented by each issuer, so they can compare their progress from year to year, aggregate information 

for statistical purposes and check the rate of compliance with specific recommendations. In the case of 

Colombia, it is also compulsory for issuers to post the compliance reports in their web pages, as well as in 

the Registro Nacional de Valores y Emisores of the SFC. 

In Mexico, a questionnaire is included as an annex to the code and issuers must complete it yearly and 

send it to the stock exchange as a “public document”. The company must submit with the questionnaire a 
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letter signed by the chairman of the Board of Directors, asserting the truthfulness of the answers. 

Consequently, the chairman of the Board of Directors is held accountable for the accuracy of the 

information submitted in the letter. The stock exchange then analyses the reports presented by the issuers 

and develops a statistical report on the implementation of practices. 

Conversely, neither Argentina’s regulator nor the Costa Rica stock exchange use the information 

submitted by companies to make yearly comparisons. Instead, they are only able to monitor whether 

companies present the reports and if the items in the code have been addressed. In both cases, companies 

must upload a special compliance report to the monitoring authority website. 

A particular case is the Peruvian compliance report, which is incorporated as an annex of the annual 

report of companies (the “Memoria”). The regulator suggests that this system of reporting provides a 

certain level of assurance regarding the extent to which the practices reported truly reflect those that are in 

place, as the annual report is an official document approved by the Board of Directors that has to be 

submitted yearly to the authorities. Consequently, board members are held accountable for the accuracy of 

the information submitted in the Memoria. Similarly, the compliance reports in Colombia should be 

presented as part of the companies’ annual report. 

In the case of the Costa Rican Institute code, although it is a voluntary code, those companies who 

adopt it are required -under moral enforcement- to develop a compliance report annually which must be 

certified by a public accountant and, after board approval, submitted to shareholders. 

Measuring the extent of a code’s implementation 

As already mentioned, codes are only as successful inasmuch as they achieve their set objectives. 

Many times, when measuring the extent of a code’s implementation, the authorities lose the focus on those 

objectives, creating not necessarily the best incentives for the adoption of recommendations.  

For example, under a comply or explain model, where listed companies’ level of compliance with the 

code is measured by the number of recommendations adopted (without considering the explanations), there 

could be an incentive to achieve a perfect score in the reports or questionnaires, even if it is inefficient for 

the company. What is more, this could be exacerbated by the current trend of measuring the success of a 

company in corporate governance through rankings, indices or awards (which do not always consider all 

variables, even those that justify non-compliance). Moreover, in Latin America most shareholders and 

investors currently do not devote enough time and resources to perform their analysis of the companies, 

thus often relying on the above-mentioned tools to exercise their rights and obligations.  

Moreover, if all companies under a code achieve 100% compliance of the recommendations; this may 

raise a red flag for those who are measuring. It may mean that the provisions of the code are weak 

(reflecting minimum rather than good practice) and every company can comply with them irrespective of 

their nature, industry, size, stage of maturity, etc.; or that there is a risk that the reported practices do not 

coincide with the real implementation, generating a reputational risk for those other companies with high 

scores and also for the institution that measures. Another possibility is that the recommended practice is 

required by regulation and therefore redundant.         

That said, measuring the implementation of a code is an important element to support its success. 

When a code (and compliance report system) is structured in a way that does not allow detailed, accurate 

and timely reporting, it could generate ignorance of the real impact of the code. The same applies if the 

measurement is not being done correctly (due to bad design or lack of resources). Companies would then 

be discouraged to improve their governance and regulators would be prone to apply hard-law to foster 

better practices.    
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There is dramatic variation in the uptake of corporate governance codes in the Latin American 

countries surveyed. The Colombian regulator reports an average implantation rate of 59% of its country 

code, while the Chilean regulator lags some way behind with 31%. In both Colombia and Chile, practices 

relating to risk and the control environment were the most comprehensively adopted. 

The Mexican stock exchange reports that recommendations related to boards are at 95% compliance, 

those related to the audit function at 98%, evaluation and remuneration recommendations at 80% and 

finance and planning at 87%.  

The Argentinean regulator, the Costa Rican stock exchange and institute, and the Peruvian regulator 

have not established a methodology for measuring the extent of the code's implementation. The entities 

responsible for monitoring all four codes simply receive compliance reports from companies, but do not 

use these reports to draw conclusions about the uptake of the codes’ recommendations. In the same way, 

the Brazilian institute has not developed this kind of methodology for measuring the extent of their 

voluntary code implementation yet.  

It seems that the challenges and solutions to measuring the implementation of the code once it is 

launched are not always considered as a key factor at the time of creating codes and designing their 

creation process.  

Box 3.  Value added and challenges of implementing codes 

It was surprisingly difficult to determine what improvements have been seen in Latin American companies which 
have implemented a code of corporate governance. This is not to say that there were no improvements, but rather 
that very few of the regulators, institutes and stock exchanges responsible for overseeing the codes were able to 
provide any insight into the actual effects that their codes were having. In an effort to analyze the impact of the codes 
in local practices, we selected a couple of companies and investors of different countries who provided us with 
pertinent information that could highlight the potential benefits and advantages of implementing the codes. Some 
interesting points mentioned were: 

- In companies that are not pioneers in corporate governance, a code can be a useful educational tool to 
guide them towards implementing corporate governance practices. Nonetheless, in the cases of companies 
with more advanced practices, these codes may become a simple compliance requirement, adding limited 
value. 

- Codes are sometimes a corporate governance innovation tool in which certain practices previously 
neglected as part of the corporate governance framework (for example, risk management) or that were left 
out of previous codes (for example, related party transactions), could be incorporated in the implementation 
agenda.  

- Codes could also serve as a tool to convince Boards of Directors that good corporate governance is not only 
a matter of international standards, but also something important locally. This is a way of making local 
companies more open and receptive about corporate governance and facilitates the work of those 
executives convinced of the benefits of corporate governance. 

On the other hand, implementing the practices could bring some challenges to companies as well, for example:  

- There is not always a cost-benefit analysis of the value of implementing a code’s recommendations, 
requiring the company to incur time and costs to implement (as for example with the practice of incorporating 
independent board members when the market lacks suitable candidates, and the few available already 
serve on other boards, elevating their fees).  

Complying with the disclosure requirements for the first time may be hard for companies since the reports or 
questionnaires usually ask for extensive information. This burden is lower once the company has to only update the 
previous year’s information. However, they should be careful not to fall into complacency of providing inaccurate or 
bad quality information. 
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CHAPTER 3 – ASSESSING CODES OF CORPORATE GOVERNANCE 

Part of the previous chapter looked at the ways in which Latin American countries monitor 

companies’ compliance with the recommendations contained within codes of corporate governance. An 

equally important process, though, is ensuring that these codes are functioning effectively. It is not 

necessarily the case that a high average rate of compliance with a code across a country indicates an 

improvement in the standard of corporate governance as a whole across that country. Therefore, it is vital 

that separate mechanisms exist to monitor each of these two aspects of codes. Corporate Governance 

Compliance and Monitoring Systems across the EU (EcoDa, 2015) has stressed the importance of 

formalising this distinction, identifying the Swedish model as an example of best practices. In Sweden, the 

stock exchange is responsible for monitoring the compliance of individual companies with the country 

code, while the Swedish Corporate Governance Board (an association set up by a number of corporate 

sector organisations to provide a structure for the self-regulation of private sector companies on the 

Swedish securities market) assesses the functioning of the code on a macro level. The roles of the latter 

organisation include compiling and analysing feedback from companies which have implemented the code, 

as well as monitoring circumstances which could impact the effectiveness of the Swedish code. In this 

way, it is possible for this Board to make a thorough assessment of the success of the Swedish code in its 

aim of improving countrywide standards of corporate governance.  

Another interesting case is that of Italy, in which there is an integrated approach combining three 

different reports. One report is produced by the Italian regulator CONSOB and focuses mainly on 

corporate governance statistics, covering all listed companies. The second report is the Assonime-Emittenti 

Titoli Report which gathers information from the annual Corporate Governance and Remuneration Reports 

issued by Italian listed companies, providing analysis on matters such as “Structure and costs of the 

Internal control system (2008)”; Slate voting and minority representation in corporate bodies (2010); 

Directors’ remuneration (2012 and 2013). Finally, a third report by the Corporate Governance Committee, 

monitors –- since 2012 -- the implementation of the corporate governance code by Italian listed companies 

by relying on multiple sources, such as the two reports previously mentioned. The Committee’s report 

provides an overview of the most significant governance issues and the level of compliance with the code. 

Since 2015, the Committee is submitting the report to all Italian listed companies, enclosing a formal letter 

that highlights the main critical issues and areas of possible improvement in their respective corporate 

governance.
4
 

The approach of various parties involved in the monitoring of the success of the code appears to be a 

step in the right direction. This could be achieved for example by encouraging boards to live up to their 

responsibility of providing accurate and timely quality information, by incentivising shareholders and 

investors to promote the value of detailed quality information, by requiring stock exchanges and other 

stakeholders to communicate information relevant to assessing companies' value, and by delegating the 

responsibility to an expert committee or regulator in checking the availability of such information. If the 

monitoring relies on only one organisation, there could be a risk to the credibility of the code. For example, 

a stock exchange could face important conflicts of interest when monitoring, ranking or awarding its client 

companies. There is also a high reputational risk attached to the monitoring of codes, in which the failure 
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 As explained by CONSOB Commissioner Carmine Di Noia at the OECD Latin American Corporate Governance 

Roundtable in San Jose, Costa Rica on September 8
th

, 2016. 
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of one monitored company could harm the whole system. Moreover, whoever monitors should have the 

resources and knowledge necessary to perform the task well, which requires a commitment of sufficient 

resources. Regrettably, whether it is due to the resource requirements, capacity constraints, or lack of 

sufficient incentives, many of the actors who potentially could contribute to an effective monitoring system 

have not done so. These responsibilities generally have been undertaken by the regulator, which also faces 

resource constraints and the intrinsic limitations of monitoring from the outside (for example, a possible 

lack of insight into the behaviours that ultimately shape the quality of governance).   

This chapter will examine the realities of and possibilities for these types of assessments in Latin 

America. 

Current assessments of corporate governance codes in Latin America 

Assessing the success of a code of corporate governance is not an easy thing for any organisation to 

do. It is difficult for those who have been involved in the creation of a code to remain impartial when 

assessing the effect that that code has had upon company practices. Creating a code requires a significant 

amount of work and organisation, and after its completion and dissemination there is inevitably a 

temptation for its creators to view it in an overly positive light. Besides, to identify a code’s effects on 

companies in a rigorous manner, it is necessary to establish a causal (rather than merely correlative) link 

between the implementation of a code’s practices and a change in company performance or market 

perception. This can be difficult, since the share price and stakeholder perception of a company can change 

for a wide variety of reasons independent of changes to its internal corporate governance policy.  

That said, there was a notable lack of substantial responses given by the Latin American entities 

surveyed on this point. The majority of respondents could offer no information at all on the improvements 

seen in companies that have adopted the code's recommendations. Only Ecuador and Peru provided 

detailed responses, with Colombia and Costa Rica expressing some general insights as well.   

The Ecuadorean Institute was the only respondent which provided a detailed answer, citing feedback 

from companies who had responded positively to the CAF guidelines with respect to three issues in 

particular: Board of Directors effectiveness and productivity, improvements in the role of the chairman and 

decision making processes, and formalisation and professionalisation of family owned businesses.   

Procapitales recognizes that corporate governance improvements should be analysed on a case-by-

case basis. However, they consider that there is still room for improvement, as the number of participants 

(who participate voluntarily) at the Lima Stock Exchange Good Corporate Governance Index has remained 

the same in its eight years of existence, for example.  

The low number of detailed responses to the surveys on this topic indicates a lack of established 

mechanisms for making assessments of corporate governance codes in Latin America. Latin American 

authorities seem to be largely unaware of the ways in which corporate governance practices have 

improved, at all, as a result of their codes, and therefore unaware of how successfully the codes are 

working. We should remember that codes exist -by default- to improve the general level of corporate 

governance, and that this aim was explicitly stated by the majority of respondents as the main motivation 

for creating their respective codes. However, the responses indicate that no serious steps have been taken 

to find out whether or not this aim has been achieved. Despite their ambitions for their codes of corporate 

governance, none of the entities surveyed appear to have any established and effective way of assessing the 

actual impact the codes have had on companies. 
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It is important to note that the success of monitoring not only depends on the monitoring body that 

carries it out, but also on the techniques. The variables to consider when setting up the right monitoring 

system range from the timing of the reporting requirement or selecting the topics of corporate governance 

to monitor (not always necessary to monitor every topic covered by the code), to selecting only a sample of 

companies (which could be done for example based on market capitalisation, on a rotation basis or 

randomly). Analysing this approach could serve beneficial for those monitoring institutions that do not 

have enough resources to cover all reports presented to them. For example, Corporate Governance 

Compliance and Monitoring Systems across the EU (EcoDa, 2015) highlights the Swedish Stock Exchange 

approach as an interesting one, as they monitor the whole set of companies but assess only one third of 

them per year, rotating their sample. That said, monitoring bodies are not constrained to these techniques 

only, as they can utilize other complementary approaches to the reports such as interviews or soliciting 

further information in writing. 

Assessing corporate governance codes using compliance reports 

Most Latin American codes of corporate governance have a mandatory disclosure requirement, which 

obliges firms to disclose (usually to the regulator or the stock exchange) the extent to which they have 

complied with the codes’ practices. In some OECD countries, these types of compliance reports are used, 

at least in part, to inform assessments of the general state of countrywide corporate governance. The survey 

made it clear, however, that corporate governance authorities in Latin America generally do not use 

compliance reports in this way. Latin American monitoring bodies do not publish reports on compliance 

across the country, or make any further use of compliance reports with the aim of promoting improved 

corporate governance practices.  

Out of all respondents, only the Chilean regulator stated that the compliance reports are used in a 

general sense “to know about the current state of affairs”. The first report of information concerning the 

companies based on the new regulation was launched during the first quarter of 2016 and covers the year 

2015, so the impact of the implementation of the practices contained in the code are currently under way. It 

should also be noted that given the rule-based approach of the code, the purpose of the regulator is to 

analyse the explanations given for each of the answers required, and not only the information on the level 

of adoption or compliance of the respective practices. 

The Mexican stock exchange makes an extensive report annually, in which it analyses the 

questionnaire responses of companies to assess the degree of adherence to the code’s practices. These 

reports do not analyse the quality of responses; they only consider whether the company complies with the 

corporate governance practices, or not.  

The Colombian regulator used to produce a consolidated report (“Informe Código País”) which took 

all companies’ reports into consideration, aggregating information to produce statistics, and also ranked 

companies according to their compliance level (allowing these to promote their good compliance rank to 

the market). Since 2016, this report has been more general, leaving the assessment to market scrutiny. The 

OECD publication Can Corporate Governance Codes be Effective in Emerging Markets? (Kossov, 2013) 

highlights a very interesting approach in which pension funds, when taking their investment decisions, are 

required to consider the information on compliance reported by companies, thus providing a mandated use 

of the reporting exercise.
5
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 In principle, institutional investors should recognize the value of taking into account corporate governance practices 

in their investment decisions without it being necessary to require by legislation. If it does not add value 
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The way in which the report is done is important as well. As we see from the countries surveyed, 

many are using questionnaires (electronic or paper) to facilitate companies reporting. In theory, these 

questionnaires serve as a guide for implementation as well as a clear reminder of the recommendations 

with which the company is not complying. Compliance systems which do not rely on questionnaires 

usually make use of descriptive statements instead, in which companies provide an account of what 

governance practices they have implemented. Statements are advantageous in the sense that they allow 

companies more freedom to fully explain their governance policies in a way that a questionnaire may not 

allow. However, this freedom does have its downsides. For one thing, it may allow companies to write a 

simplified report that may mask, obscure or omit information on actual practices, revealing less than a 

questionnaire. Also, as we have seen, compliance reporting can be a useful tool for comparing the 

governance practices of different companies, and these kinds of comparisons can be made much more 

easily and directly by using questionnaires than by using descriptive statements. 

Mainly, compliance reports seem to be used for little more than the basic checking of whether or not 

companies are complying with specific code practices. The survey responses show that corporate 

governance authorities do not use compliance reporting to assess whether actual improvements have been 

made within companies, and therefore across the country as a whole.  

One of the effects of such an insufficiency could be, as mentioned before, that the code could become 

neglected regarding its monitoring. If the market does not follow and allocate the resources to monitor 

compliance with the code, the code loses its impact and generally may encourage the regulator to step up 

and fulfil that task instead. The risk is that the regulator uses the code as a tool for determining compliance 

with certain practices before ultimately deciding whether to impose some of the requirements on a 

mandatory basis when compliance is weak. From a regulatory perspective, this could help to address the 

reputational risk issue to which they are subject when utilising soft-law approaches. In a soft-law approach, 

the monitor could consider a particular company's corporate governance report as truthful without checking 

its implementation in practice and evaluate it in a positive way. Afterwards, if the company suffers a 

governance crisis, the market’s and regulator’s reputation would be tarnished.  

The “box-ticking” problem 

The fact that corporate governance authorities do not use compliance reports to make assessments of 

the value and impact of codes is one thing. However, some respondents, such as Argentina, Chile and 

Mexico, actually seem to be actively against using compliance reports alone to make these kinds of 

assessments. This is because they think compliance reports cannot be relied upon to accurately reflect the 

impact that a code has had on a company’s corporate governance practices. Many times, companies simply 

treat compliance reports as a “box-ticking exercise”, in which they feel compelled to comply with the 

codes’ practices because they have been told to do so, the market pressures them, or they simply have not 

explored other alternatives more suitable to their reality, rather than because they really appreciate the 

benefits of good corporate governance practices. Companies which think of compliance reporting as a box-

ticking exercise often do not look to genuinely improve their corporate governance, but instead try to tick 

off every recommendation on the compliance report with the least effort or cost possible. As a result, 

compliance rates can improve while the actual standard of corporate governance stays the same or even 

gets worse by implementing practices not suitable for the company. It is for this reason that respondents 

                                                                                                                                                                             
and pension funds are forced to take corporate governance code results into consideration, this task itself 

could become more of a box-ticking compliance exercise. 
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seemed to think that compliance reports for codes which tend to create “box-ticking” corporate governance 

cultures cannot be relied upon as accurate measures of the success of those codes. 

The Argentinean regulator has said that the majority of companies treat the recommendations of the 

code as a list of items to be complied with.  The fact that the regulator only monitors compliance with the 

obligation to present a report, not compliance with the code’s practices themselves, may undermine the 

objective of fostering genuine corporate governance improvements. The weak proactiveness of 

institutional investors in Argentina on corporate governance issues further reduces the incentive for 

meaningful compliance. As long as there is not a credible monitoring system in place and an absence of 

active institutional investors to pay attention to the results, even if the code is complete, innovative or 

modelled from the best sources, companies’ incentives to engage seriously in implementing its 

recommendations will be reduced.  

The institute at Pontificia Universidad Católica de Chile goes a step further, stating that it would 

actually be counterproductive to make an analysis of the state of corporate governance practices in Chile 

based on the compliance reports submitted by companies. The University reports that companies comply 

with the code in a formal, standardized way, because they have to rather than because they genuinely want 

to. The University stated that companies really only comply because of the fear of reprisals for non-

compliance. There is no real enthusiasm for the idea of properly developing and implementing good 

systems of corporate governance in Chile, according to the Institute. 

Historically, in Mexico, many listed companies simply respond “yes” to almost every question (a big 

percentage of the answers are positive since many of the recommendations of the code repeat regulatory 

requirements). Thus the answers give minimal insight into actual governance practices of the company that 

go beyond legal requirements. If this were the case, having a 95% to 100% implementation rate, for 

example, may not mean much. According to experts that developed until 2015 the country’s Corporate 

Sustainability Index (which was launched in 2011), the information contained in compliance reports had 

little or no impact on the results of the index since most of the companies had almost full implementation 

scores.  

These cases highlight what respondents seem to think is the fundamental problem with using 

compliance reports to make assessments of the success of Latin American codes of corporate governance: 

a compliance report with a high percentage of implemented practices is not necessarily indicative of a 

strong commitment to good corporate governance.  

A particular case is the Colombian regulator, who, to discourage “box-ticking” problems, randomly 

monitors the compliance of corporate governance practices. Through this monitoring system, the regulator 

checks that the practices indicated as compliant in the company’s annual report actually have that level of 

compliance. 

Possible causes of the box-ticking problem 

Responses to the survey indicate a correlation between rule-based approaches to codes of corporate 

governance and the development of the box-ticking problem. As discussed in Chapter 1, rules-based codes 

contain a list of specific recommendations to be complied with, and are opposed to principles-based codes, 

which require companies to adopt practices according to a more broadly-defined principle. Argentina, 

Chile and Mexico, which all cited box-ticking as a prevalent problem in their corporate governance culture, 

all use either an explicitly rules-based approach (Chile) or a hybrid approach with a greater emphasis on 

rules than principles (Argentina and Mexico). Conversely, the box-ticking problem was not mentioned in 
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relation to any of the principles-based codes surveyed. While this evidence alone is not sufficient to 

conclude a direct causal link between rules-based approaches and box-ticking, it does raise a red flag 

suggesting that more careful attention may be needed to achieve effective implementation of rules-based 

codes.  

Rules-based codes carry risks of encouraging a “one size fits all” model on companies, which often 

does not suit their size or stage of development. This can lead to them implementing the code’s practices as 

minimally as they can, which leads to the box-ticking problem. 

What is more, if the extent to which companies’ have implemented the practices contained in a rules-

based code is the only thing valued by the monitoring body, shareholders and stakeholders may well be 

tempted to over-value near-total implementation rates, even if certain practices are not beneficial for the 

company.  

One way to overcome this problem is to, on top of educating those under the scope of the code, 

educate the market on the meaning of the compliance system and the importance of flexibility with respect 

to implementation of the code’s recommended practices. In this way, expectations, and consequently the 

pressure imposed to the companies, may be better managed. Another interesting approach has been the one 

implemented by Portugal. According to Ecoda (EcoDa, 2015:31), “to promote a more reliable 

correspondence with the logic of ‘comply or explain’ and to avoid ‘box-ticking’, percentages are avoided 

and the quality of explanations is closely analysed. Although, in some cases, companies may express non-

compliance with certain recommendations, if they explicitly present alternatives and duly justified 

solutions considered as functionally equivalent to the implicit objective of each of the referred 

recommendations, they are subject to a valuation equivalent to a ‘comply’”.  This approach gives true 

value to the flexibility provided by these type of codes and, at the same time, allows other stakeholders to 

get an easy to read and compare assessment -without the costs of doing the analysis themselves- regarding 

the company’s “compliance” with a recommendation. In other words, it gives value to justified and 

planned non-compliance. 

If the monitoring body does not assess the quality of reporting by the company, the only valuable 

answer becomes the compliance with the recommendation, which in turn generates an incentive to box-

ticking. To resolve this issue there have been some suggestions that monitors should come up with a set of 

guidelines on how to write the explanations, thus enhancing the quality of reporting. Although this sounds 

like a solution to the problem, EcoDa (EcoDa 2015) mentions that some countries are reluctant to adopt 

this approach, as companies only following these guidelines would fall into another box-ticking exercise.  

Box 4.  A Peruvian solution to the box-ticking problem within a rules-based approach 

The Peruvian regulator has revised its code in a way which could prevent the box-ticking problem while still 
operating under a rules-based approach. Peru’s original 2002 code was principles-based, and the regulator found 
that the compliance reporting was too subjective, in that companies were reporting that they had complied with 
various principles by taking a loose interpretation of what the principle was demanding. To eliminate this element of 
subjectivity, the Peruvian regulator has made a switch to a rules-based approach. However, and possibly in a bid to 
avoid the difficulties discussed above, the regulator has introduced a reporting system which is significantly different 
from other approaches taken in some other Latin American rules-based jurisdictions. Under this system, companies 
are required to submit a report in four sections: 

 Section A: A letter in which the company explains its improvements in corporate governance practices 



 

35 

 

 Section B: A Questionnaire consisting of 87 questions, to which the company must respond either “yes”, if 
they have complied, or “no”. In cases of non-compliance, companies must either explain why they have not 
complied, or detail any measures they have implemented in order to bring their compliance up to the 
required standard. 

 Section C: The company must provide documents which explicitly evidence good corporate governance 
practices (such as a Board Charter). 

 Section D: This section is optional, and gives companies an opportunity to provide any additional 
documents which illustrate the company’s advances in corporate governance 

Furthermore, the Peruvian regulator argued that one way to supervise the compliance with the corporate 
governance practices is including the compliance report in the company annual report. The Peruvian regulator was of 
the opinion that, since the annual report has to be approved by the company’s Board of Directors prior to publication, 
this requirement adds an important element of accountability to the creation of the compliance report, increasing the 
likelihood that it will be both objective and accurate. 

Since this system was only introduced in 2013, the Peruvian regulator says that it is too early to draw any 
conclusions about its relative positives or negatives, but it seems it is working better than before. There is a checklist, 
but it is supported by a web of explanations and hard documentation which together build a more complete portrait of 
a company’s corporate governance practices. This allows the regulator to assess more thoroughly the ways in which 
the code has impacted companies, to identify which practices are working well and which are not, and to determine 
the code’s success overall. 

Assessing corporate governance standards without using compliance reports 

Given the limitations of assessing codes of corporate governance using company compliance reports 

alone, it is perhaps not surprising that many countries have developed more sophisticated systems for 

monitoring overall governance standards across domestic companies. Those systems range from rankings, 

indexes and awards to the training of media to be able to identify weak corporate governance 

implementation or reporting and demand clarifications. EcoDa (EcoDa, 2015) explains one such system 

employed in Portugal, where a “private monitoring report” is issued as a joint venture by the Portuguese 

Issuers’ Association and the Católica School of Business & Economics, an academic institution. Together, 

these two entities conduct a thorough analysis both of the market as a whole, and of individual companies, 

in order to get a more complete picture of the countrywide governance situation. Using these evaluations, 

as well as an examination of compliance reporting, they produce and publish a Corporate Governance 

Index, which allows investors, creditors and other market actors to assess the state of different Portuguese 

firms in terms of their corporate governance. 

It is important to note that considering the problems already discussed above with “box-ticking” and 

compliance-driven exercises, it constitutes a challenge to develop credible ranking exercises that can 

adequately take account of the quality of corporate governance rather than being a mechanical exercise in 

adding up compliance measures. Nonetheless, there have been some interesting developments in Latin 

America. Probably the most advanced one on this front can be found in Peru where different initiatives are 

combined in order to be as accurate as possible. Rankings and indices can also be found in Brazil, 

Colombia and Mexico.  

The Peruvian stock exchange’s Good Corporate Governance Index was created eight years ago. It is 

made according to a well-structured process, and aims to provide greater visibility to firms which 

implement good corporate governance practices. There are a small number of audit firms approved by the 

stock exchange, some of whom are hired each year to make assessments of “the appropriateness of 
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[firms’] compliance [with] the code”. They do this according to a standardized methodology which was 

adjusted after the country code was updated in 2010. These assessments are used to generate an individual 

score for each company, which becomes one factor contributing to that company’s standing within the 

index. Other factors included are the liquidity of the company’s stock, and the findings of the La Voz del 

Mercado report, a survey of capital markets stakeholders and local corporate governance experts. This 

survey is intended to reflect the market’s opinion regarding corporate governance compliance of the main 

listed companies. In other words, the Peruvian framework has provided the market, especially investors, 

with a set of tools to assess the value of the practices recommended by the code. In addition, the stock 

exchange and EY give interested issuers individual feedback on their La Voz del Mercado results, thus, 

contributing to awareness raising and capacity building. Peru has complemented an issuer-driven model in 

which companies have to report their progress, with a market demand-driven one based on polling market 

participants, thus generating a robust and practice- driven focus. 

The Brazilian institute mentioned the national stock exchange’s Sustainability Index, in which the 

corporate governance component is created using an evaluation questionnaire prepared by IBGC based on 

recommendations of the IBGC code. Furthermore, there used to be awards given by the IBGC to 

companies for good corporate governance, based on this index, but the last such awards were given out in 

2012.  

The Colombian regulator produced an annual ranking up until the 2015 redraft of the code, but this 

ranking was based solely on company compliance reports, and therefore was vulnerable to the flaws 

already discussed in this chapter. With the new code, the regulator is exploring the alternative to move to a 

system of reporting and focusing on different particular issues of priority each year to try to steer the 

market towards better practices in the identified priority areas. Furthermore, the Colombian Stock 

Exchange promotes the adoption of best practices on disclosure and investor relations through the “IR 

Recognition Program” (and the COLIR index that includes the shares of the companies with the IR 

Recognition).  

The Mexican Corporate Sustainability Index was launched in 2011, and provides a more complex 

framework for a successful index. Its corporate governance element (it also consists of separate 

environmental and social elements) takes three things into consideration, in descending order of priority: 1) 

Mexican Law, 2) Compliance with the Mexican Corporate Governance Code, and 3) The OECD Principles 

of Corporate Governance.  

By contrast, in the cases of Argentina, Chile and all Costa Rican codes, these kinds of initiatives do 

not exist at all. 

Box 5.  Stewardship codes and their role in the monitoring process 

As Latin American countries become more sophisticated in corporate governance, the investor community 
ideally will start to pay more attention to compliance of codes and their reporting, and to consider them as a factor to 
be weighed in investment decisions. If or when this happens, it will help to reinforce the efforts of those who have 
been supporting the code and guiding companies to a better governance culture. The role of the investor community, 
especially institutional investors, has the potential to become then a lever in monitoring good practices based on 
codes. However, this monitoring is not exempt from the risks of box-ticking exercises when investors and proxy 
advisors do not devote the necessary resources to understand the -- many times justified -- explanations provided by 
companies, and only look for compliance with the recommendations (whether by assessing the reports directly or -
more commonly- by relying on the information of indices and rankings). As commented before, this pushes 
companies to seek 100% compliance, falling into the challenges of “one size fits all” approaches.   
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However, some institutional investors have expressed growing interest in the “responsible investing” movement, 
where the corporate governance of investee companies is seen as playing a key role in supporting long-term growth 
(which is usually aligned with institutional investors’ goals). To support this, as of 2016, eleven countries (UK, 
Canada, South Africa, Kenya, Switzerland, Malaysia, Taiwan, Netherlands, Japan, Hong Kong and Italy) have 
created stewardship codes promoting investor responsible behavior. These codes for investors seek the “careful 
oversight of assets”, meaning that investors will have to “oversee the performance of companies in which they invest” 
(ICGN 2013). And this includes holding investee companies accountable for their corporate governance and holding 
investors responsible for providing the necessary resources and conducting proper monitoring. In 2016, the 
International Corporate Governance Network (ICGN), an association of institutional investors, approved the Global 
Stewardship Principles which are complementary to local stewardship codes. These principles call for investors to 
exercise diligence in monitoring (portfolio) or assessing (new) companies (Principle 3); to engage with investee 
companies and be prepared to collaborate with other investors to communicate areas of concern (Principle 4); and to 
promote the long-term performance and sustainable success of companies, integrating material ESG factors in 
stewardship activities (Principle 6). However, the OECD report Who Cares? Corporate Governance in Today's Equity 
Markets points out that, even with stewardship codes, the search for the right incentives for institutional investors to 
engage in their investments is far from over. The OECD highlights the highly heterogeneous legal forms, business 
models that they follow, profit-maximising objectives, trading practices and competitive circumstances, which makes 
a one size fits all approach in stewardship codes or recommendations to have serious limitations to be effective. 
Moreover, “the actual management of the equity portfolio is (like voting) often outsourced to specialized service 
providers. This makes the ownership landscape increasingly complex and often decreases the precision of any 
generic regulation or recommendations with respect to stewardship” (OECD, 2013:50). 

Nevertheless, the Roundtable’s 2011 report, Strengthening Latin American Corporate Governance: the Role of 
Institutional Investors (OECD, 2011), notes that in the Latin American context, policy-makers have given particular 
priority to encouraging or requiring pension funds to play an active role in monitoring the corporate governance of 
investee companies, stemming from their role in managing compulsory savings, which imposes a certain duty for 
them to serve the public interest. Thus, some large pension funds in Colombia, Chile and Peru in particular have 
played a more active role in engaging with some companies on corporate governance issues. The efforts by Brazil’s 
Association of Capital Market Investors (AMEC) have also helped to raise the profile of corporate governance issues, 
including through a recent process to develop a stewardship code, which is scheduled to be launched in October 
2016. 
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CONCLUSIONS  

The active involvement of Latin American regulators and various stakeholder groups in developing 

and implementing voluntary corporate governance codes demonstrates an ongoing interest throughout the 

region in raising standards and practices of corporate governance. Yet, experience with monitoring the 

implementation of code recommendations and the response from actual market participants to these codes 

has been mixed, and the jury is still out as to their effectiveness. 

The process of developing and updating codes in Latin American countries has most often been 

driven by regulators or in a few cases by stock exchanges or corporate governance institutes in 

collaboration with other market participants. These processes have generally involved inclusive dialogue 

between the public and private sectors, usually channelled through some combination of committees, 

working groups and/or open written public consultations representing a range of views. This approach 

mirrors that of many OECD countries with more years of experience in searching for the optimal code 

creation, update and monitoring system. 

Monitoring the implementation of codes, by contrast, is the area in which Latin American corporate 

governance has the most room for improvement. Most of the practitioners interviewed for this report 

expressed the view that many companies across the region do not take corporate governance seriously. 

While the creators of Latin American codes tend to see them as essential tools for creating value for 

companies and improving investor perceptions in their respective economies, companies often view codes 

as burdensome lists of practices to be complied with which all too often do not suit the reality of their 

situation. Corporate governance authorities in Argentina, Chile and Mexico specifically cited this kind of 

“box-ticking” attitude as a problem. 

Efforts to address this problem are still in their infancy in Latin America, so it is difficult to draw 

definitive conclusions about how to solve it. It seems clear that compliance reporting is an essential part of 

improving corporate governance, since it is the simplest method by which the governance practices 

implemented by a company can be made public, to be subjected to market scrutiny. Once this has been 

acknowledged, the issue that must be tackled is what these reports should look like, and how they should 

be used by corporate governance authorities. The experiences of Argentina, Chile and Mexico with using 

simple, checklist-style compliance reports indicate that this format does not always paint an accurate 

picture of the actual state of governance within companies.  

The Peruvian regulator has introduced a much more complete compliance reporting system in an 

effort to solve this problem. Complex, descriptive reports come with their own set of challenges, however. 

For one, they require much more effort on the part of companies to complete properly, which could 

increase their costs; and secondly, it is much harder for investors to make quick, direct side-by-side 

comparisons between companies using descriptive reports rather than checklists. One key to creating a 

well-functioning reporting system will be in finding an effective compromise between checklists and 

descriptive reports. Once this compromise has been reached, corporate governance authorities may have a 

better shot at creating genuinely useful corporate governance assessments, rankings and indices.  But just 

as important will be the evolution of company and investor perceptions towards corporate governance and 

its value for companies and shareholders. Ultimately, the effectiveness of code recommendations and 

reporting will hinge upon the value that market participants see in making use of them. 
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ANNEX 1. LIST OF SOURCES USED IN THE PROCESS OF CREATING THE CODE 

 

 
Sources 

Argentinean 
code 

Brazilian 
IBGC code* 

Chilean 
code 

Colombian 
code 

Costa 
Rican 
Institute 
code 

Costa 
Rican Stock 
Exchange 

Mexican 
code 

Peruvian 
code 

Basel Principles 
 

   Yes    Yes 

Corporate Governance Regulations      Yes   

EcoDa Guidelines and Principles for 
Unlisted Companies 

 Yes       

ECLAC Reports   Yes      

European Commission's Green Paper: 
Corporate Governance Framework 

       Yes 

Financial Sector Assessment Program    Yes     

Guidelines for a Latin American 
Corporate Governance Code- CAF 

Yes   Yes    Yes 

ICAEW Principles  Yes       
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Sources 

Argentinean 
code 

Brazilian 
IBGC code* 

Chilean 
code 

Colombian 
code 

Costa 
Rican 
Institute 
code 

Costa 
Rican Stock 
Exchange 

Mexican 
code 

Peruvian 
code 

ICGN Principles  Yes       

OECD/IGCLA Study on Best Practices 
within the Boards in Latin America. 

Yes        

International Monetary Fund/ World 
Bank observance of Standards and 
Codes (ROSC) 

   Yes     

IOSCO Reports   Yes Yes     

NACD Principles  Yes       

National Issuers Association      Yes   

NYSE's Corporate Governances 
Rules/ contents of Sarbanes- Oxley 
and Dodd- Frank Act 

       Yes 

OECD Principles of Corporate 
Governance. 

Yes Yes Yes Yes Yes  Yes Yes 

UNDP Principles  Yes       

Country codes         

Australian code Yes Yes Yes      
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Sources 

Argentinean 
code 

Brazilian 
IBGC code* 

Chilean 
code 

Colombian 
code 

Costa 
Rican 
Institute 
code 

Costa 
Rican Stock 
Exchange 

Mexican 
code 

Peruvian 
code 

Chilean code Yes**   Yes**     

Brazil Case “Novo Mercado.”   Yes      

Germany code Yes  Yes Yes     

Netherlands code   Yes      

Mexico code   Yes      

Peru code   Yes      

South Africa code (King III)  Yes       

Spain code Yes   Yes    Yes 

UK code Yes Yes Yes      

Other IAGO Code 
(Argentina) 

    “Some 
European 
codes” 

“Some 
European 
codes”  

“Other 
country 
codes” 

 

*Brazil is also developing a new code by the Inetragentes group. They are using the OECD Principles as their main source but several other codes as well: 

Germany, South Africa, Argentina, Australia, Chile, Colombia, Spain, France, Hong Kong, Japan, Malaysia, Mexico, Peru, United Kingdom, Russia, Singapore, 

Sweden, Thailand, Taiwan and Turkey. 
** Argentina and Colombia used the Chilean Code as a source only on their last update. 
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ANNEX 2. COUNTRIES' CODES 

ARGENTINA 

Code Argentinean Code 

Creator The Argentinean Regulator, Comisión Nacional de Valores (CNV). 

Year of creation 2007     Updates Only one update, in 2012. 

Process of creation The CNV development the Code internally, and opened a public consultation to the market and the citizenship. 

Participants in the 

creation process 

Were consulted directly by the following organisations: i) stock exchanges around the country; ii) Asociación de Bancos Privados de 

Capital Argentino; iii) Instituto Argentino para el Gobierno de las Organizaciones (IAGO); iv) Comité de Abogados de Bancos de la 

República Argentina; v) Asociación de Bancos Privados de Capital Argentino; vi) Cámara de Sociedades Anónimas. 

Updating process The same process as in the creation. The CNV created the draft internally and opened a public consultation. 

Participants in the last 

update 

In the process of updating, the same organisations who participated in the original process were involved, plus: Fitch Ratings; Moody´s 

Ratings; Latin American Evaluator Ratings; Standard & Poor´s Ratings; Banco Central de la República Argentina; Mercado de Valores 

del Litoral; Asociación Argentina de Ética y Compliance; Consejo Profesional de Ciencias Económicas de la Ciudad Autónoma de 

Buenos Aires; Colegio Público de Abogados de la Capital Federal. 

Objectives The objective is to be an instrument to protect the rights of investors, creditors and the general public. Seeks to avoid or at least limit 
the possibility of dissemination asymmetric information. 

Structure Hybrid code. It is composed of general guidelines, which are broken down into a series of specific recommendations, and an annex with 

“suggestions” as to how the companies go about complying with each of recommendations. 
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Sources i) Guidelines for a Latin American Corporate Governance Code- CAF; ii) IGCLA Study on Best Practices within the Boards in Latin 

America.; iii) OECD Principles of Corporate Governance; iv) Australian code; v) Chilean code; vi) Germany code; vii) IAGO code. 

Content It is composed of nine principles: i) Transparent relationship between the issuer, the economic group leads to and / or integrates and its 

related parties; ii) setting the basis for a strong administration and supervision of the issuer; iii) support an effective policy of 

identification, measurement, and disclosure of the risk business; iv) Protect the integrity of financial information with independent audits; 

v) respect the rights of shareholders; vi) Maintain a direct and responsible relationship with the community; vii) Remunerate fairly and 

responsible; viii) promote business ethics; ix) deepen the scope of the code 

Adoption requirement Mandatory for listed companies. 

Scope It is applicable to all listed companies. 

System of compliance Comply or not and Explain. 

Compliance monitor The CNV. 

Compliance report The companies must upload the annual compliance reports to the regulator´s website. 

Measuring the code's 

implementation 

The CNV have not established a methodology for measuring the extent of the code's implementation. 

Assessing CG 

standards using 

compliance reports 

The CNV have not used the compliance reports to assess the standards of corporate governance in the country. The regulator only 

controls that companies upload the compliance report. 

Assessing CG 

standards without 

using compliance 

reports 

In Argentina no system exists, such as rankings and indices, to assess corporate governance standards. 
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BRAZIL (IBGC) 

  

Code The Brazilian IBGC code 

Creator The Brazilian Institute on corporate governance, Instituto Brasileiro de Governança Corporativa (IBGC) 

Year of creation 1999 Updates It has been updated four times since the creation. The last 

update was in 2015. 

Process of creation The IBGC developed the code through technical commissions. After that, the code was put to a public consultation. The draft 

of the code was published on the IBGC website, distributed to all on the IBGC mailing list and promoted through a press 

release. During the public consultation anyone could make comments.  

Participants in the 

creation process 

During the public consultation, comments were received from the following organisations: i) Aberdeen do Brasil; ii) AMEC; iii) 

ANBIMA; iv) BM&FBOVESPA; v) Citi Brasil; vi) Capital Markets Committee of OAB-RJ; vii) CVM; viii) CAF; ix) EY; x) Grupo 

Boticário; xi) Goverance and Ethics Research Group of the IBGC; xii) GT Interagentes; xiii) Hermes Investment Management; 

xvi) IBRI; xv) ICGN; xvii) Itaú Unibanco Holding; xvi) KPMG; xvii) PREVI; xviii) PwC; xix) Salusse Maraangoni Advogados; xx) 

Veirano Advogados; xi) World Bank and IFC. 

Updating process The decision to update the code is made by the Board of Directors of the IBGC following a recommendation by management. 

The document was drafted after a series of discussions and public comments (IBGC convened a specially large commission 

to coordinate the updating process), divided into three stages – initial public comments, restricted audience and final public 

hearing - and a period of debate featuring the Board of Directors of the IBGC and the coordinators of the subgroups and 

managers of the IBGC. The IBGC Board of Directors approved the final draft of the code. 

Participants in the last 

update 

The main participants in the review process are voluntary individuals that are deeply engaged in corporate governance debate 

in Brazil. Other participants that have contributed are: i) AMEC; ii) BM&FBOVESPA; iii) CVM. 

Objectives The purpose is to be a reference in corporate governance, contributing to the sustainable performance of organisations and 

influencing the agents of our society towards greater transparency, justice and responsibility. 
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Structure It is a Hybrid code.. 

Sources i) EcoDa Guidelines and Principles for Unlisted Companies; ii) ICAEW Principles; iii) ICGN Principles; iv) NACD Principles; v) 

OECD Principles of Corporate Governance; vi) UNDP Principles; vii) Australian code; viii) South Africa code (King III); ix) UK 

code. 

Content It is composed of five sections: i) Shareholders; ii) Board of directors; iii) Executive management; iv) Supervisory and control 

bodies; v) Conduct and conflicts of interest. 

Adoption requirement Voluntary. 

Scope It is applicable to public and private companies. In addition, it is adaptable to other types of organisations, such as the third 

sector, cooperatives, state-owned enterprises, government agencies, etc. 

System of compliance Voluntary. 

Compliance monitor  There is not a compliance monitor for the code. 

Compliance report There is no compliance reporting since adherence to the code is voluntary. 

Measuring the code’s 

implementation 

The IBGC has not developed a methodology for measuring the code implementation yet. 

Assessing CG 

standards using 

compliance reports 

The IBGC does not assess CG standards. There is no compliance reporting because adherence to the code is voluntary. 

Assessing CG 

standards without using 

compliance reports 

In Brazil there is the national stock exchange´s Sustainability Index, in which the IBGC contributed to the preparation of the 

corporate governance component of the index, based on recommendations of the IBGC Code. 
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BRAZIL (INTERAGENTES COMMITTEE) 

  

Code The Brazilian Interagentes code 

Creator Interagentes Committee 

Year of creation It is currently being created. Updates Not applicable. 

Process of creation It is being created by the Interagentes Committee, The Brazilian regulator and the Brazilian Development Bank are also 

members of the Interagentes Committee, but hold only observer status. Interagentes formed a task force to draft the code, 

subdivided into five separate “workstreams”, with each workstream required to develop draft recommendations and give 

progress reports each month to the task force for its assigned topic. The Brazilian regulator was given the final say in whether 

or not to include any recommendations that had not been unanimously agreed upon by Interagentes members. One of the 

principal advantages of this experience is that the focus, substance and content of the code are aligned to the market’s needs 

and expectations, thus avoiding the usual resistance that new regulation generates.  

Participants in the 

creation process 

The Interagentes Committee is a group of 11 business and financial associations selected on the basis of their cumulative 

representation of the market as a whole. The organisations are: i) Brazilian Association of Pension Funds; ii) Brazilian 

Association of Public Companies; iii) Brazilian Private Equity and Venture Capital Association; iv) The Association of Capital 

Markets Investors; v) Brazilian Financial and Capital Markets Association; vi) Association of Capital Market Investment 

Analysts and Professionals; vii) BM&FBOVESPA; viii) Brazil Investments & Business; ix) Brazilian Institute of Corporate 

Governance; x) Investor Relations Brazilian Institute; xi) Brazilian Institute of Capital Markets.  

Updating process Not applicable. 

Participants in the last 

update 

Not applicable. 

Objectives The aim is to make public the corporate governance practices adopted by a company, so that stakeholders can decide on their 

adequacy, given the code’s recommendations, the company’s stage of development and the explanations provided. 
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Structure It will be a hybrid code. The code will provide the rationale/ background for each principle and a set of recommended 

practices. 

Sources i) OECD Principles of Corporate Governance; ii) country codes of: Germany, South Africa, Argentina, Australia, Chile, 

Colombia, Spain, France, Hong Kong, Japan, Malaysia, Mexico, Peru, United Kingdon, Russia, Singapore, Sweden, Tailand, 

Taiwan and Turkey. 

Content The code is being created so the final content has not yet been defined. 

Adoption requirement Mandatory for companies registered with the CVM . 

Scope  CVM has not decided which companies will fall under the code’s application yet. It is likely that the code will cover all 

companies registered with the CVM, which is much larger group than the group of listed companies. 

System of compliance Still not decided. It will be a probably some variant of “Comply or Explain.” 

Compliance monitor Comissão de Valores Mobiliários (CVM) 

Compliance report This issue is still under consideration. However, it is likely that companies will have to submit their reports using the same 

system currently used to send other sets of information to the CVM, which, in its turn, will make the information publicly 

available. Besides that, the recommendations (practices) will be added to Formulário de Referência, a kind of annual report 

that contains corporate information 

Measuring the code’s 

implementation 

Since the code is currently being created, there is no existing methodology for measuring its implementation, but when 

compliance reporting becomes operational, studies will be carried out by the regulator and/ or researchers. 

Assessing CG 

standards using 

compliance reports 

Not applicable as the code being created. 

Assessing CG 

standards without using 

compliance reports 

Not applicable as the code being created. 

  



 

48 

 

CHILE 

Code Chilean code 

Creator The Chilean regulator, Superintendencia de Valores y Seguros (SVS) 

Year of creation 2012 Updates Only one update, in 2015 

Process of creation The idea of creating a corporate governance code was developed jointly by the regulator and the Instituto Chileno de 

Administración Relacional de Empresas (ICARE). ICARE was originally entrusted with drafting the code, but ultimately this 

arrangement fell through. The regulator retook control of the initiative and created a first draft of the document. After that, the 

regulator put the draft of the code to a public consultation in order to hear feedback from the market. 

Participants in the 

creation process 

No information was given about which organisations that contributed to the creation of the code. 

Updating process The SVS has declared an intention to review the code every two years in order to adapt the regulatory framework to the changing 

realities of the market. The regulator produced an updated draft of the code, which was then put to a public consultation. The final 

stage of the revision process involved giving the draft to consultative roundtables for analysis, a significant additional step 

compared with the original creation process. 

Participants in the last 

update 

The consultative roundtables used in the code’s most recent update were composed of approximately eighty participants from 

different sectors of the market, such as: i) directors and executives of listed companies; ii) corporate governance consultants; iii) 

representatives of law firms; iv) members of initiatives and agencies related to the social responsibility and sustainable 

development matters; v) pensions funds managers´ directors and executives; vi) participants from the academia and the public 

sector; etc. 

Objectives The aim is to be a tool for investors to have sufficient information to make correct investment decisions. 

Structure The Chilean code consists only of a questionnaire about specific practices of corporate governance that the company must 

implement or else explain why particular practices have not been implemented. 
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Sources i) ECLAC Reports; ii) IOSCO Reports; iii) OECD Principles of Corporate Governance; iv) Australian code; v) Brazil Case “Novo 

Mercado; vi) Germany code; vii) Netherlands code; viii) Mexico code; ix) Peru code; x) UK code. 

Content It is composed of four sections: i) Operation and composition of the Board of Directors; ii) Relationship between the company, its 

shareholders and the public in general; iii) Management and risk control; iv) Evaluation by a third party. 

Adoption requirement Mandatory for listed companies. 

Scope It is applicable to all listed companies. 

System of compliance Comply or not and Explain. 

Compliance monitor The SVS. 

Compliance report The compliance is reported through a questionnaire found on each regulator´s website. 

Measuring the code’s 

implementation 

The SVS has established a methodology for measuring the extent of the code´s implementation. The regulator compares the 

corporate governance progress for each issuer year to year to check the rate of compliance with the code’s recommendations. 

Assessing CG 

standards using 

compliance reports 

The SVS stated that the compliance reports are used in a general sense “to know about the current state of affairs”. The impact 

of the implementation of the practices contained in the new code is currently being assessed. The regulator’s aim is to analyse 

the explanations given rather than just the information concerning the level of implementation of the respective practices. 

Assessing CG 

standards without using 

compliance reports 

In Chile there is currently no system, such as a ranking or index, used to assess corporate governance standards. 
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COLOMBIA 

Code Colombian country code. 

Creator Superintendencia Financiera de Colombia (SFC) 

Year of creation 2007 Updates Only one update, in 2014 

Process of creation The SFC established a committee to develop the code. This committee had several meetings and the associations involved had 

the opportunity to revise and make comments to the draft code. During the creation of the code, there was no open consultation 

process by which members of the public were able to make suggestions and comments on a draft of the code. A limited number 

of experts and market participants were consulted.   

Participants in the 

creation process 

The committee consisted of representatives from the following associations: i) Colombian stock exchange; ii) Confecámaras; ii) 

Asociación Nacional de Empresarios de Colombia; iii) Asociación Bancaria y de Entidades Financieras; iv) Asociación de 

Fiduciarias; v) Asociación Colombiana de Administradoras de Fondos de Pensiones; vi) Federación de Aseguradores 

Colombianos; vii) issuers, represented by the Committee of Stock Exchange Issuers. 

Updating process The SFC make the decision to revise the code. After that, the updating process is the same as that used for the original creation. 

The revision was made by a committee with active participation of relevant associations. 

Participants in the last 

update 

The same organisations participated in the updating process participated as in the original process of creating of the code. 

Objectives The objective is to be a guide of the best corporate practices which is expected to be adopted and put into practice by issuers 

that intend to raise their standards of corporate governance. 

Structure Hybrid code. It is comprised of a set of general principles of good corporate governance and each of these principles is then 

broken down into a larger set of specific recommendations. 
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Sources  i) Basel Principles; ii) Financial Sector Assessment Program; iii) Guidelines for a Latin American Corporate Governance Code- 

CAF; iv) International Monetary Fund/ World Bank observance of Standards and Codes (ROSC); v) IOSCO Reports; vi) OECD 

Principles of Corporate Governance; vi) Chilean code; vii) German code; viii) Spanish code. 

Content It is composed of five areas: i) Rights and equal treatment of shareholders; ii) General Shareholders’ Meeting; iii) Board of 

Directors; iv) Control environment; v) Transparency and financial/ non-financial information. 

Adoption requirement Mandatory for listed companies. 

Scope It is applicable to all listed companies. 

System of compliance Comply or Explain. 

Compliance monitor The SFC. 

Compliance report The compliance is reported through a questionnaire found on each regulator´s website. 

Measuring the code’s 

implementation 

The SFC has established a methodology for measuring the extent of the code´s implementation. The regulator compares the 

corporate governance progress for each issuer year to year to check the rate of compliance with the code’s specific 

recommendations. 

Assessing CG 

standards using 

compliance reports 

The SFC produces a consolidated report which takes all companies’ reports into consideration, aggregating information to 

produce statistics and also ranking companies according to their implementation level. 

Assessing CG 

standards without using 

compliance reports 

The SFC produced an annual ranking, which was based solely on company compliance reports. 
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COSTA RICA (IGC- CR) 

Code Costa Rican Institute code. 

Creator Instituto de Gobierno Corporativo de Costa Rica (IGC-CR) 

Year of creation 2011[1] Updates Only one update, 2014. Currently being updated to align the 

code with the G20/OECD Principles of Corporate Governance. 

  

Process of creation It was created by a committee of the IGC-CR. This process involved a smaller participation of the market than was used during 

the creation of the stock exchange code. 

Participants in the 

creation process 

The committee was composed of the Institute´s Board of Directors and various affiliates of the Institute. It was created without an 

open written public consultation. 

Updating process The same committee that created the code drafts a proposal for updating the code and, once all members are in agreement, the 

draft is approved by the Institute´s Board.  

Participants in the last 

update 

The same committee which originally created the code. 

Objectives The purpose is to be an incentive for adoption of best practices in any company; and introducing self-discipline for the 

transparency of its activities. 

Structure Hybrid code. It is comprised of a set of general principles of good corporate governance. Each of these principles is then broken 

down into a larger set of specific recommendations. 

Sources OECD Principles of Corporate Governance. 
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Content It is composed of five sections: i) Shareholders; ii) Board of Directors and its members´ liability; iii) issuers; iv) Family-owned 

companies; v) Disclosure of compliance code. In addition, the code contains four annexes: i) Audit committee; ii) Compensation 

and remuneration committee; iii) Investor Relations; iv) Compliance report. 

Adoption requirement Voluntary. 

Scope It is considered to be a useful tool applicable on a voluntary basis for all types of companies. Also, it incorporate 

recommendations for family-owned companies. 

System of compliance Voluntary. 

Compliance monitor IGC-CR 

Compliance report Although it is a voluntary code, those companies who adopt it are required -under moral enforcement- to develop a compliance 

report annually which must be certified by a public accountant and, after Board approval, submitted to shareholders. 

  

Measuring the code’s 

implementation 

The IGC-CR has not established any methodology for measuring the extent of the code´s implementation. 

  

Assessing CG 

standards using 

compliance reports 

The ICG-CR does not assess CG standards using compliance report, because it is a voluntary code. 

Assessing CG 

standards without using 

compliance reports 

In Costa Rica no system, such as a ranking or index, exists to assess corporate governance standards. 

 [1] In 2007 the Costa Rican stock Exchange developed the corporate governance code – Código Voluntario de Mejores Prácticas de Gobierno Corporativo, I Edición. Then, in 2011, 
the stock exchange transferred the intellectual property rights of the code to the IGC-CR. Finally, the Institute adopted the code as its own.  
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COSTA RICA (STOCK EXCHANGE) 

Code The Costa Rican stock exchange code. 

Creator The Costa Rican stock exchange 

Year of creation 2007 Updates Updated twice. The most recent update was in 2010. 

Process of creation The stock exchange developed the code internally. A technical group, the exchange’s legal department, was solely responsible 

for drafting the code, which was then approved internally first by the regulations committee, and then by the Board of Directors of 

the stock exchange. After receiving full approval, the draft was sent to various “interest groups” for comments and suggestions. 

These were then analyzed and incorporated by the regulations committee, who presented it to the Board for final approval. 

Participants in the 

creation process 

The exchange’s legal department, regulations committee, Board of Directors, and various interest groups. 

Updating process Usually, the CEO of the stock exchange proposes changes to the regulations committee, and the approval process in each case 

is the same as in the creation. 

Participants in the last 

update 

No information was provided about the participants in the updating process. 

Objectives The aim is to introduce self-discipline in the handling of transparent business; increase the value of the company; facilitate 

access to capital; and contribute to the sustainability of the company. 

Structure Rules-based code. It consists of a list of specific recommendations. 

Sources i) Corporate Governance Regulations; ii) National Issuers Association; iii) “Some European codes”. 
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Content It is divided in three chapters: i) Purpose and adoption; ii) Best corporate governance practices; iii) Other provisions.   The 

second chapter is composed of eight sections: i) Board of Directors and its members’ liability; ii) Audit committee; iii) 

Compensation committee; iv) Internal control and Board of directors; v) Buying and selling of shares by directors, managers and 

advisors; vi) Investor relations; vii) Annual compliance report; viii) Disclosure of the adoption of the code. 

Adoption requirement Mandatory for listed companies. 

Scope It is applicable to non-financial issuers listed with equity shares and/ or bond issuers. It is important to note that listed companies 

that are also under Consejo Nacional de Supervisión del Sistema Financiero’s supervision may choose not to adopt the stock 

exchange code. 

System of compliance Comply or Explain. 

Compliance monitor Costa Rican Stock Exchange. 

Compliance report The compliance report must be certified by a public accountant. It must be published jointly with the annual financial statements.  

Measuring the code’s 

implementation 

The Costa Rican Stock Exchange has not established a methodology for measuring the extent of the code's implementation. 

  

Assessing CG 

standards using 

compliance reports 

The Costa Rican Stock Exchange has not used the compliance reports to assess the standards of corporate governance in the 

country. The regulator only requires that companies upload the compliance report. 

  

Assessing CG 

standards without using 

compliance reports 

In Costa Rica no system, such as a ranking or index, exists to assess corporate governance standards. 
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MEXICO 

Code Mexican Code 

Creator Consejo Coordinador Empresarial (CCE) 

Year of creation 1999 Updates Twice it was updated, 2006 and 2010. Currently, the CCE is 

working in a third updating. 

Process of creation The process of creating the Mexican code was led by the private sector through a committee within the CCE. The CNBV 

participated in this committee as a guest but not as an official member. The committee was supported by an academic 

subcommittee with representatives from private and public universities, a subcommittee of board of directors and a subcommittee 

of legal experts. This code was created without an open written public consultation. 

Participants in the 

creation process 

The committee was composed of individuals representing: i) the Mexican Stock Exchange; ii) Asociación Mexicana de 

Intermediarios Bursátiles; iii) Asocición de Bancos de México; iv) Instituto Mexicano de Contadores Públicos; v) Instituto 

Mexicano de Ejecutivos de Finanzas; vi) Consejo Mexicano de Hombres de Negocios; vii) Secretaría de Hacienda; viii) 

Secretaría de Economía; ix) Banco de Mexico; x) Comisión Nacional Bancaria y de Valores (CNBV); xi) World Bank; xii) Local 

accounting and law firms. 

Updating process The committee of the CCE makes the decision to update the code together with the CNBV and the Mexican Stock Exchange, 

which are invited to the committee´s meeting. The committee approves the draft updates. 

Participants in the last 

update 

In the last revision the composition of the committee was modified to include expert corporate governance lawyers and some 

independent directors. 

Objectives It is a tool that aims is help companies in the process of institutionalisation; transparency of its operations; appropriate disclosure; 
to be competitive in a global world; to be able access to financing on favorable terms; to have stable succession process; and to 
be permanent over time for the benefit of its shareholders and third parties. 

Structure Hybrid code. It is comprised of a set of general principles of good corporate governance. Each of these principles is then broken 

down into a larger set of specific recommendations 
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Sources i) OECD Principles of Corporate Governance; ii) “Some European codes.” 

Content The code is divided in seven chapters: i) introduction; ii) Corporate Governance; iii) General Shareholders’ Meetings; iv) Board of 

Directors; v) Audit Function; vi) Evaluation and Remuneration; vii) Financial and planning function. 

Adoption requirement Mandatory for listed companies. 

Scope It is a guide for any type or organisation. It is applicable to associations, listed or non-listed companies; social assistance 

companies, etc. 

System of compliance Comply or not and Explain. 

Compliance monitor The Mexican Stock Exchange, but the regulator (CNBV) is made aware of the information supplied by each issuer. 

  

Compliance report The listed companies must complete a questionnaire that is included as an annex to the code every year and send it to the stock 

exchange as a “public document”. 

Measuring the code’s 

implementation 

The Mexican Stock Exchange has not established a methodology for measuring the implementation of the code. 

Assessing CG 

standards using 

compliance reports 

The Mexican Stock Exchange makes an extensive report annually, in which it analyzes the questionnaires of companies in order 

to learn the extent to which the code´s practices are being implemented. 

Assessing CG 

standards without using 

compliance reports 

In Mexico, there is a Corporate Sustainability Index. This Index takes three things into consideration, in descending order of 

priority: 1) Mexican Law, 2) Compliance with the Mexican Corporate Governance Code, and 3) The OECD Principles of 

Corporate Governance. 
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PERU 

Code Peruvian Code 

Creator Superintendencia del Mercado de Valores (SMV) 

Year of creation 2002 Updates Only one update, in 2013. 

Process of creation The code was the result of multi-institutional work led by the SMV. The committee that was charged with developing the code 

was composed of participants from the public and the private sectors. The code was created without an open written public 

consultation. 

Participants in the 

creation process 

The committee was composed of: i) Ministerio de Economía y Finanzas; ii)Superintendencia de Banca y Seguros; iii) Bolsa de 

Valores de Lima; iv) Asociación de Bancos; v) Confederación Nacional de Instituciones Empresariales Privadas; vi) Asociación 

de Empresas Promotoras del Mercado de Capitales; vii) Centro de Estudios de mercados de Capitales y Financiero; viii) SMV 

Updating process The process of updating the code is the same as that used for its creation. The only difference was that in the updating 

committee there was greater participation than in the creation process. It was composed of fourteen institutions from the private 

and public sector. 

Participants in the last 

update 

The committee was composed of: i) the same participants as were involved in the creation committee, except ) Asociación de 

Empresas Promotoras del Mercado de Capitales; vii) Centro de Estudios de mercados de Capitales y Financiero ; ii) El fondo 

Nacional de Financiamiento de la Actividad Empresarial del Estado; iii) CAVALI S.A. Institución de Compensación y Liquidación 

de Valores; iv) Asociación de Sociedades Agentes de Bolsas de Perú; v) Comité de Fondos Mutuos de ASBANC; vi) Asociación 

de Administradoras Privadas de Fondos de Pensiones; vii) Instituto Peruano de Auditores Independientes; viii) Mercados de 

Capitales, Inversiones y Finanzas Consultores S.A. 

Objectives The purpose is to help create a true culture of corporate governance in Peru, which improve the perception of corporations by 

investors; promote business development; and contributes to value creation in the economy Peruvian. 
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Structure Originally, the Peruvian code was principles-based. The regulator found that the reporting on the implementation of the code’s 

practices was too subjective, so their most recent version of the code, while still giving a list of principles, contains a detailed 

questionnaire that makes the recommendations more specific. 

  

Sources i) Basel Principles; ii) European Commission's Green Paper: Corporate Governance Framework; iii) Guidelines for a Latin 

American Corporate Governance Code- CAF; iv) NYSE's Corporate Governances Rules/ contents of Sarbanes- Oxley and 

Dodd- Frank Act; v) OECD Principles of Corporate Governance; vi) “Some European codes”. 

Content It is divided in five sections: i) Shareholders Rights; ii) General Shareholders Meetings; iii) Board of Directors and Management; 

iv) Risk and Compliance; v) Transparency. Also, it has two annexes: i) State owned Company; II) Family Owned Business 

  

Adoption requirement Mandatory for listed companies. 

Scope It is applicable to listed companies. However, the code does include practices and recommendation applicable to state owned 

enterprises and family owned companies. 

System of compliance Comply or Explain. 

Compliance monitor SMV 

Compliance report The compliance report is incorporated as an annex of companies’ annual reports (the “Memoria”). 

Measuring the code’s 

implementation 

The SMV has not established a methodology for measuring the extent of the implementation of the code. 

Assessing CG 

standards using 

compliance reports 

The SMV has not used the compliance reports to assess the standards of corporate governance in the country. The regulator 

only requires that companies upload the compliance report. 

Assessing CG 

standards without using 

compliance reports 

The Peruvian stock exchange’s Good Corporate Governance Index was created eight years ago. It is made according to a well-

structured process, and aims to provide greater visibility to firms which implement good corporate governance practices 
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