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Comments on the revision of the OECD Corporate Governance Principles1 

These principles of corporate governance (“the principles”) represent a fundamental international 

standard with broad implications for business, finance and society. This revision introduces important 

changes and also editorial changes that improve the text. The following comments are made in the spirit 

of assisting in the completion of this project.  

General approach 

With the revision, the Principles appear modernized to account for developments in corporate 

governance practice. 

The general approach emphasizes the connection between corporate governance and access of the public 

markets (Principle I.A: “Policy makers and regulators need to consider how the corporate governance 

framework may encourage opportunities to access public equity markets and impact corporate access to 

market-based financing”).  The Principles could usefully refer to the need to strengthen shareholder rights 

and ensuring proper checks and balances in the exercise of corporate power. These elements represent 

the core of good corporate governance and are essential to foster trust in companies and ultimately 

attract investment. In a related fashion, it could be said that corporate governance encourages access to 

finance by protecting and balancing the rights of shareholders, creditors, and other stakeholders. 

New areas 

The Principles incorporate now references to emerging topics in corporate governance, such as diversity 

and sustainability.  The Principles recommend an approach based on disclosure. The revised Principles 

also include important points about whistleblowing policies and the relationship of companies with 

bondholders.  

a) Sustainability

Principle VI.A sets the general approach: “Sustainability disclosure should be consistent, comparable and 

reliable, and include retrospective and forward-looking material information that a reasonable investor 

would consider important in making an investment or voting decision”. This seems a general principle that 

would be applicable to all disclosures of any information that is not related to the core business and 

financial areas of the company, traditionally identified with disclosure to the markets. 

In order to be comprehensive, the Principles could refer to three distinct levels of disclosure: 

1 These comments have been prepared by José M. Garrido, Senior Counsel, on behalf of the Legal Department of 
the IMF. These comments do not represent. The views expressed here are those of the author and do necessarily 
represent the views of the IMF, its Executive Board, or IMF management. 
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• Disclosure of material information: if information is material (i.e. would significantly affect the 

price of securities issued by the company), then it should follow under general market rules, which 

force the company to disclose the information to the market as soon as possible. 

• Disclosure based on public policy: there are other pieces of information that may not have an 

effect on the price of securities, but public policy demands its publication. States can always 

determine that a company needs to release certain information, despite the fact that such 

information may not be price-sensitive. 

• Voluntary  disclosures: a company should not be prevented from revealing any other information 

to the market, even if that information is not material and there is no public policy that requires 

its disclosure.  However, even regarding voluntary disclosures, companies should make truthful 

statements and should not mislead the public by using unreliable disclosures for public relations 

purposes.  

This general approach could be adopted in several areas of the document. For instance, on the disclosure 

of collective bargaining coverage and mechanisms for employee representation (page 45), the text 

indicates that such disclosures “may be both material for an investor’s assessment of a company’s value 

and relevant to its employees and other stakeholders”. It could be the case that this information is 

material, but it could also be that disclosure is required on public policy grounds. In any event, the text 

could refer to requirements under labor law that would make communication to workers compulsory.  

The analysis could also be clarified in some aspects: 

• In page 45, the Principles mention that there is a learning curve in understanding sustainability 

matters. The text continues by saying that “This may justify prioritising disclosure requirements of 

some of the most relevant sustainability matters, phasing in other requirements such as for 

assurance, or establishing some recommendations in “comply or explain” corporate governance 

codes”. It is not clear if there are words missing in the fragment “phasing in other requirements 

such as for assurance”, and in addition the text could offer some guidance on how to decide 

whether sustainability matters should be part of material information, disclosed on the basis of 

public policy, or voluntarily disclosed as suggested above.  The text states that sustainability 

information “should be considered material if it can reasonably be expected to influence an 

investor’s assessment” (page 45), but that could only happen when the information is price 

sensitive, and it would be clearer to mention that criterion.  

• In page 46, the text considers that “some jurisdictions may also consider what is material to 

investors to include companies’ influence on non-diversifiable risks”. The meaning of the sentence 

is unclear, and possibly “what” should be replaced by “that”. 

 

b) Board Composition 

Another emerging area is the information regarding board composition, which now includes information 

about gender balance and diversity.  
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A reference to board composition has been included in Principle IV.A.6 (Information about board 

members, including their qualifications, the selection process, their composition, other company 

directorships and whether they are regarded as independent by the board). However, grammatically the 

title does not seem correct, since it would appear that it refers to the composition of the board members, 

when in fact it requires information about the composition of the board. It would be better to add 

“Information about the composition of the board” either at the beginning or the end of the title.  

Page 31 explains the substance of the changes: “Many jurisdictions require or recommend disclosure of 

the composition of boards, including on gender diversity. Such disclosure may also extend to other criteria 

such as age and other demographic characteristics, in addition to professional experience and expertise”. 

It could be usefully added that this information helps investors assess the quality and adequacy of the 

board.  

c) Whistleblowing Policies

The Principles include three mentions of whistleblowing policies: under conflicts of interest (V.D.7); under 

illegal or unethical practices (VI.D.5) and minority shareholders’ rights (II.G). It is understood that some of 

these policies may be broad and include the participation of employees, whereas others seem to be more 

restricted to shareholders, but in any case it would be useful to explain whether these whistleblowing 

mechanisms overlap or complement each other, and if companies can just have one general policy that 

would apply to all cases.  

d) Bondholders

The Principles are now including some references to the engagement of companies with bondholders, 

although this is hardly a new topic. The new text includes sensible advice on how to structure the 

relationships with bondholders and creditors in general. However, some aspects could be clarified further. 

In page 49, there is a reference to the use of enforceable and clearly defined covenants. A sentence 

indicates that “The use of adjustable financial metrics that leave issuers the discretion to define whether 

they comply with covenants may need to be avoided”. This remark is hard to understand, since market 

participants are in control of these covenants, and they typically avoid inserting ineffective covenants in 

debt contracts or bond documents.  

The Principles also mention that it would be useful to have “clear guidance on how insider trading rules 

may apply during a debt restructuring or a covenant waiver negotiation”. In fact, insider trading rules are 

clear in this regard and prohibit trading to those in possession of price sensitive information that has not 

been disclosed to the public. Creditors tend to use agents and representatives in the negotiations with 

companies to avoid that the knowledge of specific details may be attributed to them and prevent trades 

in debt securities.  

The text also suggests improving the identification of bondholders to facilitate restructuring negotiations, 

but in practice the identification of bondholders presents many difficulties and initiating restructuring 

negotiations directly with bondholders may not be feasible or even desirable, since negotiations should 
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be channeled through trustees or agents, who perform a fundamental function in defending the interests 

of bondholders and avoiding collective action problems. This role could be recognized by the Principles.   

Maintain the strength of the Principles and avoid dilution 

It would be important to maintain the strength of the Principles, and even reinforce them in some areas. 

Occasionally, it would seem as if the revised Principles are less strong than the original version. The 

following are instances in which the impression that the Principles are being relaxed could be avoided by 

editing the text: 

• Principle I.B lists shareholder information rights, but in practice the list of matters and decisions 

on which shareholders have information rights is much more extensive in most company law 

systems. For this reason, the Principle should make it clear that it includes a list of non-exhaustive 

examples of shareholder information rights.  

• Changes in Principle I.F.2 have watered down the original text. It now states that in cases of 

conflict of interest “it is required or considered good practice in some jurisdictions for that person 

not to be involved in any decision involving the transaction”. This is best practice and, at the very 

least, the Principles should recognize that most jurisdictions prevent the conflicted party from 

participating in the decision.  

• Under Principle II.C. 5 the document states that it is good practice in some countries to disclose 

information about other board positions held by a nominee to a board membership.  Then, in 

Principle IV.A.6, the document indicates that it is important to disclose membership of other 

boards. This apparent contradiction may be explained by the fact that the first reference is to 

nominees and the second one to those that are already board members, but it is hard to justify 

the difference in treatment of the two situations.  

• Also under Principle II.C.5, the text mentions independence criteria that are applicable to 

nominees. The text could be more precise and emphasize that there should be not only 

information about the independence criteria, but also about how these criteria are satisfied by 

each of the nominees. Otherwise, mere generic information about the applicable independence 

criteria is not very useful. 

• Principle II.C.6 states that some jurisdictions do not allow treasury shares to cast votes. It is 

submitted that in most jurisdictions treasury shares cannot be used to cast votes, and this is best 

practice because the vote (presumably, exercised by directors or managers) can distort the 

balance of voting rights in the company to the detriment of shareholders.  

• In page 21, it is stated that non-interested parties should have a prominent role in transactions 

that involve a conflict of interest. It is submitted that such role should not only be prominent, but 

exclusive, since allowing the involvement of the conflicted party in the assessment of the 

transaction does not represent a good corporate governance practice.  

• In pages 21-22, the Principles include a consideration on some group structures that may lead to 

“disproportionate and opaque control”, and risks for the rights of non-controlling shareholders, 

and it concludes that “some jurisdictions” place limitations on certain structures of company 

groups such as cross-shareholdings. There are many reasons for forbidding cross-shareholdings, 
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not only because of lack of transparency, but also because they adulterate corporate control and 

diminish capital integrity. In addition, it would be misleading to refer to “some countries”: in 

practice, a majority of countries limit cross-shareholdings, particularly OECD members.  

• Principle V.E includes references to independence of board members and how it would be

assessed. It is understood that references to independence under Principle IV.A.6 have been

removed to avoid repetition. In order to avoid the impression that the Principles have been

softened, it would be advisable to use footnotes with cross-references (this is extensible to other

parts of the text).

• In page 44, the document states that “In jurisdictions that allow for or require the consideration

of stakeholders’ interests, companies should still consider the financial interests of their

shareholders”. This formulation is less clear than the statement in page 45 that “If directors in all

companies are required to equally balance shareholders’ financial interests with the interests of

all stakeholders and, in addition, to fulfil a number of specific public interest missions, the

corporate sector could become less efficient in allocating resources”. In addition, the Principles

could recognize that stakeholder interests can be taken in consideration through the recognition

of such interests in contracts or even in articles of association. Other areas of the law, such as

labor law, antitrust law, tort law or environmental law are also relevant in shaping the balance

between stakeholders’ and shareholders’ interests.

Terminology 

The Principles seem to replace the term “listed company” and substitute “publicly traded company”. It is 

not clear that this changes the meaning of the term or if the change in terminology intends to highlight 

some nuance. In any event, the replacement of the term is incomplete and there are still sections of the 

document that use the term “listed companies” (namely, section II.C.6 and section VI.A). 

The revision also replaces “firms” (an economic term) and uses the term “companies”, which is more 

technical. However, there are some parts of the document where the term “corporation” is also used 

(e.g., at the start of chapter VI, and in VI.D). 

The revision seems to prefer the usage of “stock market” rather than “stock exchange”, but the text does 

not seem consistent on this usage.  

Another term that the revised Principles have introduced is “jurisdictional”. In the context in which it 

appears (IV.A.10, VI.A and VI.D refer to “jurisdictional requirements”), it seems to refer to “according to 

national laws” (referring to the country’s jurisdiction). However, the term could be easily replaced to avoid 

any misunderstanding, as jurisdictional may refer to the jurisdiction of the courts (and could complicate 

the translation into French or Spanish).  

In page 28, the Principles refer to “stewardship”. This is a reference in the original text (Shareholders and 

potential investors require access to regular, reliable and comparable information in sufficient detail for 

them to assess the stewardship of management), which does not take into account the new meaning of 

“stewardship” as referred to institutional investors. It is recommended to replace the term, perhaps with 

the term “leadership”.  
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Clarifications 

In Principle I.A., the first two sentences read as follows: “Public equity markets play a key role in providing 

companies with capital that allows them to innovate and support economic growth, as well as efficiently 

diversify their financing sources. Equity financing also supports their resilience to overcome temporary 

downturns while meeting their obligations to employees, creditors and suppliers”. The sentence could be 

made clearer by indicating that equity financing support the resilience of companies. Otherwise it could 

be misunderstood as a reference to the resilience of markets.  

Principles I. G. and I. H. are repetitive. Corporate groups could be omitted in I.G, since I.H is devoted 

specifically to the treatment of corporate groups. The reference at the end of the paragraph should 

indicate that the international accounting standards already state how corporate groups should formulate 

consolidated accounts (IFRS 10). 

The position of the Principles on the issue of the election of auditors is not clear. In the new version, 

election or approval of auditors by shareholders is no longer referenced as an additional shareholder right. 

Now, there is a reference under Principle II.A that states that “Basic shareholder rights may also include 

the right to approve or elect the external auditor”. The term “basic” does not fit well with the word “may”, 

or with the reference that only a few countries recognize this right. The Principles should take a consistent 

position regarding this development in corporate governance.  

Principles II.C.2 and II.C.3 seem to be address the same point (the costs of shareholders’ meetings and the 

reduction of costs through the use of modern technology). The two sections could be usefully combined. 

Page 17 highlights that sometimes it is difficult or expensive to cast votes. Normally, this is the result of 

complex arrangement for the ownership of shares and the intervention of intermediaries, although these 

factors are not mentioned. Instead, the Principles mention that some companies have charged fees for 

voting. This is extraordinary, represents bad corporate practice and the document should condemn the 

practice strongly, wherever it exists.  

In page 21, the Principles state that “A key underlying principle for board members who are working within 

the structure of a group of companies is that even though a company might be controlled by another 

company, the duty of loyalty for a board member is related to the company and all of its shareholders and 

not to the controlling company of the group”. For a better understanding of the principle, the last sentence 

should be clarified to indicate that “the duty of loyalty of board members is related to the company on 

whose board they serve”.   

In Principle II.D there is a description of the problem of shareholder apathy and the “free-rider” effect 

when a shareholder takes action. The paragraph should not refer to a “small” shareholders taking action, 

as this is extremely unlikely. It is suggested to replace it with a reference to  “individual” or “single” 

shareholders.  It is unclear why the following sentence describing the role of institutional investors and 

why they are less affected by the free rider problem has been removed. In addition, that makes the 

following sentence harder to read, and it is also unclear why, after the description of diversification 

policies of institutional investors, the word “asymmetry” is used.  
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Regarding shareholder rights and the approval of substantive transactions (and related party 

transactions), the Principles seem to combine two different topics, creating some ambiguity: in page 21, 

the text reads: “Shareholders may also be given a say in approving certain transactions, in particular large 

transactions, those conducted outside the ordinary course of business or those not on market terms, with 

interested shareholders excluded from voting”. The sentence conflates the approval of significant 

transactions with the approval of transactions with interested shareholders. It is not clear if shareholders 

approve large transactions only with interested parties, and it is not clear if transactions outside the 

ordinary course of business or not on market terms are approved, even if they are not significant. The 

sentence is including several cases at the same time and the readers may be confused.  

In page 22, a sentence indicates that “Other means of improving minority shareholder rights include 

derivative (including multiple) and class action lawsuits”. The ambiguity of the words between 

parentheses exists in the original version of the Principles. It is not clear why the word “multiple” is used 

in the sentence (does it refer to multiple plaintiffs?) and it is suggested that mentioning derivative and 

class action lawsuits should be sufficient. 

Principle III. D (on disclosure of conflicts of interest by analysts) should refer to regulated entities and 

professionals (since not all brokers and analysts are entities). The position of index providers should also 

be clarified, as they may not be regulated entities either.   

Principle V.A.1 states that “Board members should be protected against litigation if a decision was made 

in good faith with due diligence”. The Principle is clearly understood, but in many countries it is not 

possible to protect parties “against litigation”. It is suggested to refer to protection “against liability”.  

In page 41, the Principles indicate that it may also be considered good practice limiting the simultaneous 

seats of a member, after a discussion of independence criteria. This is more a matter of dedication and 

perhaps also about the prevention of conflicts of interest. It would fit more under Principle V.E.3 (Board 

members should be able to commit themselves effectively to their responsibilities).  

Principle VI.C.2 introduces a reference to the duty to monitor the capital structure (“the board 

should monitor the capital structure with due consideration to different scenarios, including those 

with low probability but high impact such as a pandemic or a disruptive development in global 

geopolitics”). In reality, capital structure is merely the proportion of debt and equity in the company. 

Although this is a key element in corporate finance, it would be better, given the context of the 

sentence, to refer to “capital structure and capital sufficiency”. 
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