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COMMENTS ON THE DRAFT REVISIONS TO THE G20/OECD PRINCIPLES OF CORPORATE 
GOVERNANCE 
 
Professor Jordi Canals, IESE Center for Corporate Governance, President 
 
Many of the revisions of the G20/OECD Principles of Corporate Governance (the Principles) 
are well designed and articulated. 
 
My comments refer to some critical areas of corporate governance that are not considered 
in the Principles and that recent research in the corporate governance area and its major 
contributing fields (corporate finance, strategic management and corporate law) highlight as 
relevant. The spirit of these comments is not that regulators should produce specific rules 
on them, but to provide additional  facts and observations  on truly relevant factors that 
investors, boards of  directors and other stakeholders should consider in improving the 
quality of effective governance. I will present them around the major blocks of the Draft. 
 
About Principles 
 
n.3. Good corporate governance should contribute to the firm’s long-term development, 
that includes sustainable financial performance and net positive impact on the environment 
and society. Focusing governance on the long-term horizon sets a reference for 
shareholders and boards, and  a wider and deeper sense for the good principles included in 
the Draft. 
 
Purpose. The potential adoption of corporate purpose should be left to companies’ board 
and shareholders. Nevertheless,  the growing evidence that companies with a clear notion 
of purpose may achieve better long-term performance suggests that both boards and 
shareholders may want to consider explicitly a notion of purpose for their company. 
 
A reflection on the interaction between regulators and institutional investors prescriptions 
for their companies may be necessary. A good principle in Economics is that public goods 
should be provided by governments and private parties should contribute to it. The growing 
role of institutional investors creates some paradoxes, one of them being that they are 
taking over the role of regulators. 
 
2.Rights of shareholders 
 
The tone set by this section is balanced, but there is a very relevant point which is missing. 
Most national jurisdictions focus on shareholders’ rights.  Ownership also involves some 
responsibilities regarding the object of ownership. Which responsibilities do shareholders 
have in relation with the companies they invest in? It is clear that they have the duty to care 
about the company achieving its purpose and objectives. They can do so by voting in 
decisions reserved to shareholders  and getting involved in the firm’s governance. The 
conflict of interests of  large institutional investors being fiduciaries of their own clients and 
-in practice- owners of company’s hares prevent them from getting more involved in 
governance. This situation has been studied in the academic literature. Unless large 
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institutional investors  get more involved in governance, it will be difficult to improve the 
quality of governance in listed companies. 
 
It is difficult to suggest specific guidelines on this topic, but  the Principles may start 
highlighting this issue of public interest. Otherwise,  the effort of regulators in improving 
governance may be useless.  
 
3.Institutional investors and other intermediaries 
 
It may be appropriate in this Section to include a reference to the duty of  institutional 
investors as  shareholders to get involved and contribute to  improve the quality of 
governance. 
 
An issue of growing concern among regulators and scholars is the conflicts of interest of the 
main proxy advisory firms when they offer companies other advisory and consulting 
services. Proxy advisory firms serve as an important bridge between companies and 
shareholders when the latter may not have the  resources to follow companies’ policies and 
decisions.  
 
The corporate governance system needs proxy advisory firms that do not have any other 
relation with the companies that they follow that the services related with proxy advisory. 
The SEC studied  this issue in 2020 and 2021, but unfortunately did not solve the problem. 
By stating some clear principles in this respect, OECD can make a valuable contribution. 
 
4.Disclosure and transparency 
 
An additional principle  would be really useful for regulators, investors and standard-setting 
bodies: an effort to report financial and non-financial dimensions of performance in an 
integrative way. Issues of materiality are already considered in non-financial issues, but 
encouraging standard-setting bodies work deeper on this  will be positive, including the 
effect that this will have an defining good, comparable metrics intra and inter-industries. 
 
5.The responsibilities of the board 
 
The functions described in section 5 D are  very well structured. Nevertheless, there are 
some areas that recent research has highlighted that are not reflected in this section: 
 
-the role of the board to review and approve the firm’s purpose, work on its coherence with 
the firm’s strategy and submit it to shareholders’ approval. 
 
-the role of the board on strategy is a joint work with the senior executive team. It would be 
a bad advice to tell boards that they should work alone on strategy. Asymmetric information 
issues are particularly important in debating corporate strategy and assessing financial risk 
and they can be addressed with a better collaboration between the board and the executive 
team. 
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-the board has an important role in overseeing not only senior management succession and 
development, but the overall people strategy. Intangibles assets are increasingly critical for 
the firm’s success. They are associated with people who create and develop them and make 
them unique sources of advantages. Governing people’s policies are a key role of the board 
in modern companies. 
 
-a note on the tone of the board and the importance of corporate culture including a 
positive collaboration between the board and the senior executive team may also be very 
useful. Cooperation and mutual trust are important qualities of well-governed companies. 
 
Jordi Canals (jcanals@iese.edu) 
October 20, 2022 
 
 
 
 
Some sources and references related with these comments 
 
The IESE Center for Corporate Governance has organized  since 2019 an annual, 
international corporate governance conference where leading  scholars  discussed academic 
research on some of these issues with other scholars, investors and board directors. 
 
The themes of these conferences were: 
 
-ownership and shareholders 
-the role of corporate purpose  in  corporate governance and its relation with ESG factors 
-the role of the board in corporate strategy 
-The interaction between corporate culture and corporate governance 
 
Many papers came out of theses conference, including a conference report and the 
conference videos. The latter can be found at: 
 
https://www.iese.edu/faculty-research/research-centers/iese-ccg-center-corporate-
governance/ 
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