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Since my area of expertise is stakeholder management and corporate governance, my feedback on 

the 2014 Review of the OECD Principles of Corporate Governance will focus on Chapter IV: The Role 

of Stakeholders in Corporate Governance.  

In the wake of global protests, oil spills, excessive CEO pay rates, and mass unemployment, the 

OECD’s ambition to revise its Principles of Corporate Governance could not be timelier. However, 

while reading through the November 2014 draft, I was surprised to see the rather limited revisions in 

the chapter about stakeholders and corporate governance. Looking back at the financial crises and 

corporate scandals that have marked the last decade, improving stakeholder management in public 

firms is arguably one of the most important focus areas. Below I outline the two main shortcomings 

in the November 2014 draft and provide suggestions that may help to improve the quality and 

relevance of the OECD Principles of Corporate Governance.   

1. Focus on both primary and secondary stakeholders.  

Primary stakeholders are stakeholder groups that have a direct, transactional relationship 

with the firm such as investors, employees, creditors, suppliers, and customers. Secondary 

stakeholders on the other hand, are stakeholders that do not have a transactional 

relationship with the firm, but do bear the consequences of its activities, such as the natural 

environment and local communities. These stakeholder groups are extremely vulnerable 

because they cannot influence the firm’s activities ex ante to safeguard their interests. 

Unfortunately, the November 2014 draft focuses exclusively on primary stakeholders. I think 

that incorporating the interests of secondary stakeholders in the corporate governance of 

publicly listed firms may represent an important step toward the development of more 

sustainably governed organizations.  

 

2. Make guidelines and principles more concrete and specific.  

While the chapters about shareholder rights and board responsibilities contain very specific 

corporate governance guidelines, the expectations with respect to adequate stakeholder 

management are relatively unclear. Only stakeholder management with respect to 

employees is elaborately and specifically addressed in Chapter IV, which reinforces the above 

point. Stakeholder management is particularly difficult for firms because it involves resolving 

opposing stakeholder demands for which there are no generally accepted recommendations. 

To help organization deal with this challenge and implement stakeholder management 

effectively, the OECD Principles of Corporate Governance should contain as concrete and 

specific as possible corporate governance recommendations.  

The above points may be resolved in the following way. Chapter IV should identify and elaborately 

discuss all relevant stakeholders, which are employees, customers, suppliers, creditors, natural 

environment, and local communities, in a separate heading. Because the majority of the documents 

deals with investors, this stakeholder group may be excluded. Each stakeholder group specific 

section should discuss:  

1) The risks that the stakeholder group bears as a result of the corporation’s activities. 

2) The ways in which this stakeholder group may influence the corporation. 

3) Provide concrete recommendations that enhance the extent both to which the stakeholder 

group is informed about the corporation’s activities, and is able to influence its activities.   



Paragraph 63 of the November 2014 draft addresses mechanisms that enhance employee 

participation including employee representation on boards and work councils. These are good and 

specific corporate governance recommendations and similar practices may be used to enhance the 

involvement and participation of other primary stakeholders. The involvement of secondary 

stakeholders, however, requires a different approach for two reasons. First, secondary stakeholders 

typically cannot easily voice their needs and interest. The natural environment, for example, cannot 

speak or act in the same way as primary stakeholders can, and therefore its participation in the firm 

requires the presence of an intermediary structure such as an advisory board or an expert panel that 

can represent the natural environment’s needs. Second, because secondary stakeholders do not 

have a transactional, or voluntary, relationship with the firm, they cannot withhold their resources 

from the corporation when they are unsatisfied with the corporation’s activities. Secondary 

stakeholders are therefore not able to directly influence the firm. Thus, opening communication 

channels, and enabling secondary stakeholders to influence the firm is left entirely to the 

corporation’s discretion. Because of this, secondary stakeholders are a special stakeholder group and 

protecting their needs and interests is an important responsibility of corporations. 

I hope my comments may be of use to revise the OECD Principles of Corporate Governance. If you 

need any additional information or clarification, please do not hesitate to contact me directly via 

pvishwanathan@rsm.nl.  

Good luck!  

Pushpika Vishwanathan 
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