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October 21, 2022 
 
Mr. Serdar Celik 
Acting Head of the Corporate Governance and Corporate Finance Division 
OECD 
 
Submitted via email: CorporateGovernance&CorporateFinance@oecd.org  
 
Re:   Public Consultation on the Review of the G20/OECD Principles of Corporate 

Governance (“Consultation”) 
 
Dear Mr. Celik, 
 
MSCI Inc. (“MSCI”) respectfully submits this letter in response to the above-referenced 
Consultation by the OECD Corporate Governance Committee (“the Committee”). We thank 
the Committee for inviting engagement from the market.  
 
MSCI1 has been at the forefront of index construction, calculation and maintenance for more 
than 50 years, having launched our first global equity indexes in 1969. MSCI ESG Research 
LLC2, a separate entity, has collected climate and environment, social, and governance (ESG) 
related disclosures and developed tools to assist asset owners and managers in analyzing 
climate and ESG risks and opportunities to their portfolios.  
 
Governance is a key component of MSCI ESG Research’s ratings model. The governance 
score comprises key issues such as ownership and control, pay, board, accounting, business 
ethics and tax transparency.3 This framework was developed by MSCI ESG Research based 
on a review of research published by the OECD4 and with reference to the International 
Financial Reporting Standards.5    
 
The review of the Principles of Corporate Governance (the “Principles”) is a welcome step 
which acknowledges the evolution and importance of corporate governance factors across 
stakeholders in the investment value chain.  MSCI supports the objectives of the review and 
the proposed amendments, but notes that some amendments mischaracterize the role and 
function of index providers and ESG ratings. Below we set out our primary observations on 
the proposed amendments, and in the attached Annex we offer more detailed comments 
and suggested adjustments to specific provisions.  
 

1. The Principles do not reflect the role of index providers in the markets  
2. The Principles should distinguish ESG ratings from credit ratings 
3. Introduction of Chapter VI (A to C) on Sustainability and Resilience would enhance 

availability of consistent, comparable and reliable quantitative data 

 
1  MSCI indexes are products of MSCI Inc., and MSCI Limited is the benchmark administrator. 
2  Products and services in our ESG and Climate segment are provided by MSCI ESG Research LLC, a wholly 

owned subsidiary of MSCI Inc. that is registered with the U.S. Securities and Exchange Commission (SEC) as 
an Investment Adviser under the Investment Advisers Act of 1940. MSCI ESG Ratings are used as an input in 
the construction and calculation of MSCI ESG indexes, which are not subject to our SEC registration. 

3  MSCI ESG Methodologies | October 2022 
4  See OECD. “G20/OECD Principles of Corporate Governance.” 2015; .OECD. “Related Party Transactions and 

Minority Shareholder rights.” March 2012; OECD; and “Guide on Fighting Abusive Related Party Transactions in 
Asia.” September 2009. 

5  The International Financial Reporting Standards Foundation. “IAS 24 Related Party Disclosures”. April 2001 (as 
revised). 

mailto:CorporateGovernance&CorporateFinance@oecd.org
https://www.msci.com/esg-and-climate-methodologies
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The Principles do not reflect the role of index providers in the markets 
 
MSCI supports the objectives of Chapter III.D of the Principles which provide the governance 
framework to address potential conflicts of interest in the investment chain. However, we 
are concerned that the proposed amendments to Chapter II.D do not accurately reflect the 
role index providers play in the markets.  The proposed amendments identify specific types 
of regulated entities that “provide analysis or advice relevant to decisions by investors”.  
 
Index providers do not provide analysis or advice. Index providers have a clearly defined and 
limited role in the capital markets ecosystem: to design index methodologies, apply the 
methodology, calculate the associated indexes, and publish and license that information to 
market participants to use for a variety of purposes including performance benchmarking, 
research, reporting, and indexed product creation.6 Designing, calculating and licensing an 
index does not constitute or involve the provision of investment advice.7 An index is simply a 
weighted average of a group of Index Constituents, not a recommendation to buy, sell or 
hold Index Constituents, an assessment of the value or potential return of those Index 
Constituents or an analysis or a report concerning the Index Constituents. 
 
Also, MSCI Ltd, the benchmark administrator, is regulated under the Benchmark Regulations 
and is bound by governance and conflict of interest provisions.8 The regulations mandate 
administrators to take adequate steps to identify and to prevent or manage conflicts of 
interest.9 Given the specific role index providers play in the investment chain and the 
governance framework under the BMR already in place for index providers, we submit they 
are out of scope as distinguishable from the regulated entities that provide analysis and 
advice. We therefore suggest the reference to index providers be deleted from the proposed 
text (III.D).  
      
The Principles should distinguish ESG ratings from credit ratings 
 
While MSCI ESG Research supports the objectives of Chapter III.D of the Principles, the 
proposed amendments should more clearly distinguish between ESG ratings and credit 
ratings.  A credit rating is an opinion on the creditworthiness or the relative degree of risk of 
timely payment of interest and principal amount.  An ESG rating measures a company’s 
resilience to long-term, industry-specific, financially relevant ESG risks and opportunities. We 
also note that ESG ratings are not used as metrics for regulatory purposes and there is no 
exclusive reliance on ESG ratings in regulations. In the attached Annex, we have suggested 
adjustments to the proposed amendments to make these distinctions clearer.   
 
While we recommend that the proposed amendments be adjusted for greater clarity, we 
support proposals to make the methodologies transparent and publicly available to clients. 

 
6  See the website of the Index Industry Association; available at https://www.indexindustry.org/advocacy/ 
7  By analogy, consider a common non-financial index such as a consumer price index (CPI).  A CPI measures the 

average change in prices over time of a fixed basket of goods and services.  It provides information to 
consumers about movements in the price of goods, not recommendations or advice on what to buy. The same 
logic applies to financial indexes that measure the aggregate performance of a group of securities, 
commodities or other assets (“Index Constituents”). 

8 MSCI Index Regulation (www.msci.com) 
9 Administrators shall take adequate steps to identify and to prevent or manage conflicts of interest between 
themselves, including their managers, employees or any person directly or indirectly linked to them by control, 
and contributors or users, and to ensure that, where any judgement or discretion in the benchmark determination 
process is required, it is independently and honestly exercised. | Article 4 of the Benchmark Regulations (BMR) 

https://www.indexindustry.org/advocacy/
https://www.msci.com/index-regulation
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We have made important parts of our ESG ratings,10 ratings process11 and underlying 
methodology12 publicly available at no cost on our website. Our clients have always had 
access to fully documented methodologies and to regular feedback processes for 
methodology enhancements. 
 
We also broadly support the proposed amendments to manage conflicts of interest. MSCI 
operates under strict policies and procedures that (1) protect against conflicts of interest 
(arising from, for example, relationships with or pressures from issuers,13 investors or 
government officials) impacting our ESG ratings and (2) ensure that our ratings are 
independent. All employees of our ESG ratings business are trained on, and certify to, our 
policies and procedures at least annually, with additional targeted training taking place 
throughout the year.  
 
Introduction of Chapter VI (A to C) on Sustainability and Resilience would enhance 
availability of consistent, comparable and reliable quantitative data 
 
Investors are increasingly demanding reliable information on climate change and other ESG-
related issues, including the governance and oversight of these areas, to make educated 
investment and voting decisions. We fully support the inclusion of this new chapter that 
acknowledges the importance of having consistent, comparable and reliable quantitative 
data. The regulatory landscape of disclosure standards is evolving globally and MSCI agrees 
that it is critical to align with guidelines and recommendations by global standard-setters, 
including disclosure standards being developed by the International Sustainability Standards 
Board (ISSB).14  
 
We have set out in Annex 1 our detailed responses to selected principles from the 
Consultation. Please do not hesitate to contact us to discuss our submission.   
 
Yours sincerely, 

 
 
 

/s/ 
Ryan Mensing  
Executive Director, Head of Policy 
Government and Regulatory Affairs 
MSCI Inc. 
  

 
10 ESG Ratings Corporate Search Tool.   
11 MSCI ESG Ratings Methodology - Executive Summary (June 2022).    
12 MSCI ESG Ratings Methodology - Executive Summary (June 2022). 
13 Issuer refers to an issuer of securities (equity or debt) and may be used interchangeably with “companies” in 
this letter. 
14 ISSB delivers proposals that create comprehensive global baseline of sustainability disclosures (IFRS, 31 

March 2022) 

https://www.msci.com/our-solutions/esg-investing/esg-ratings-climate-search-tool
https://www.msci.com/documents/1296102/21901542/ESG-Ratings-Methodology-Exec-Summary.pdf
https://www.msci.com/documents/1296102/21901542/ESG-Ratings-Methodology-Exec-Summary.pdf
https://www.ifrs.org/news-and-events/news/2022/03/issb-delivers-proposals-that-create-comprehensive-global-baseline-of-sustainability-disclosures/


 

 

 

Annex: MSCI’s Comments on Consultation on the Review of the G20/OECD Principles of Corporate Governance  
 

Principle Current OECD Proposed Text Proposed Text by MSCI Rationale 

Page 6 
Section 1 
 
 

The Principles of Corporate Governance are 
intended to help policy makers evaluate and 
improve the legal, regulatory, and institutional 
framework for corporate governance, with a view 
to supporting economic efficiency, sustainable 
growth and financial stability. This is primarily 
achieved by providing shareholders, board 
members and executives, employees along with 
other stakeholders where a jurisdiction’s legal 
and regulatory framework permit, as well as 
financial intermediaries and service providers 
with the right information and incentives to 
perform their roles and help to ensure 
accountability within a framework of checks and 
balances. 

The Principles of Corporate Governance are 
intended to help policy makers evaluate and 
improve the legal, regulatory, and institutional 
framework for corporate governance, with a 
view to supporting economic efficiency, 
sustainable growth and financial stability. This 
is primarily achieved by providing shareholders, 
board members and executives, employees 
along with other stakeholders where a 
jurisdiction’s legal and regulatory framework 
permit, as well as financial intermediaries and 
service providers with the right information and 
incentives to perform their roles and help to 
ensure accountability within a framework of 
checks and balances. 

We have witnessed in other 
developed markets viz., US and UK 
and regulatory framework therein, 
that the accountability of 
monitoring and controls rests with 
the senior management and not 
with the employees. Therefore, we 
suggest removing “employees” 
from the proposed text.  
 
Also, a footnote elaborating 
deletion of “monitoring” from the 
existing principles would be helpful 
and provide the much-needed 
clarity to stakeholders. 

Page 13, 
Section 
I.F 

Digital technologies may be used to enhance 
the supervision and implementation of 
corporate governance requirements, but also 
require that supervisory and regulatory 
authorities give due attention to the 
management of associated risks. 
 
Digital technologies are being used in many 
jurisdictions to enhance the efficiency and 
effectiveness of supervisory and enforcement 
processes related to corporate governance, with 
benefits, for example, for market integrity. They 
can also alleviate the regulatory burden on 
regulated entities, which can themselves use 
digital tools to lower compliance costs and 
enhance risk management capabilities. Digital 

Digital technologies may be used to enhance 
the supervision and implementation of 
corporate governance requirements, but also 
require that supervisory and regulatory 
authorities give due attention to the 
management of associated risks. 
 
Digital technologies are being used in many 
jurisdictions to enhance the efficiency and 
effectiveness of supervisory and enforcement 
processes related to corporate governance, with 
benefits, for example, for market integrity. They 
can also alleviate the regulatory burden on 
regulated entities, which can themselves use 
digital tools to lower compliance costs and 
enhance risk management capabilities. Digital 

We welcome the inclusion of sub 
chapter on digital technology made 
by OECD especially in light of the 
COVID pandemic, when companies 
were forced into quick adoption of 
these technologies to facilitate 
shareholder and other important 
meetings to be able to continue 
operating.  
 
We suggest adding a final 
paragraph in the Section I.F of the 
Guidelines. Any adoption of 
technology can be faced with 
challenges, as mentioned in 
second para of Section 1.F, and 



 

 

 

Principle Current OECD Proposed Text Proposed Text by MSCI Rationale 

technologies may also be leveraged to make 
regulatory compliance less onerous for 
companies with a view to maintaining the rigour 
and scope of corporate governance regulation 
and corporate disclosure through improvements 
in the functioning of the existing framework. 
 
Adopting digital solutions in regulatory and 
supervisory processes also comes with 
challenges and risks. Important considerations 
include ensuring the quality of data; ensuring 
that staff have proper technical competence; 
considering interoperability between systems in 
the development of reporting formats; and 
managing third-party dependencies and digital 
security risks. When artificial intelligence and 
algorithmic decision-making are used in 
supervisory processes, maintaining a human 
element in the process may help to safeguard 
against risks of incorporating existing biases in 
algorithmic models. 
 
At the same time, regulators in most 
jurisdictions espouse the value of a technology 
neutral approach that does not discourage 
innovation and the adoption of alternative 
technological solutions. As technologies evolve 
and may serve to strengthen corporate 
governance practices, the regulatory framework 
may require review and adjustments to facilitate 
their use. 

technologies may also be leveraged to make 
regulatory compliance less onerous for 
companies with a view to maintaining the rigour 
and scope of corporate governance regulation 
and corporate disclosure through improvements 
in the functioning of the existing framework. 
 
Adopting digital solutions in regulatory and 
supervisory processes also comes with 
challenges and risks. Important considerations 
include ensuring the quality of data; ensuring 
that staff have proper technical competence; 
considering interoperability between systems in 
the development of reporting formats; and 
managing third-party dependencies and digital 
security risks. When artificial intelligence and 
algorithmic decision-making are used in 
supervisory processes, maintaining a human 
element in the process may help to safeguard 
against risks of incorporating existing biases in 
algorithmic models. 
 
At the same time, regulators in most 
jurisdictions espouse the value of a technology 
neutral approach that does not discourage 
innovation and the adoption of alternative 
technological solutions. As technologies evolve 
and may serve to strengthen corporate 
governance practices, the regulatory framework 
may require review and adjustments to facilitate 
their use. 
 
 

these should not act as a barrier 
preventing flow of information and 
all such digital platforms should be 
secure and easily accessible for all 
authorized participants. 
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The management of the company should also 
ensure that use of such digital technologies 
should not become a barrier that prevents the 
flow of information between the company’s 
leadership and its stakeholders. The 
management of the company should also 
ensure that all such platforms or digital 
technologies are secure and easily accessible 
for all authorized participants.  

Page 17, 
Section 
II.C.3 

General shareholder meetings in virtual or 
hybrid format should be allowed as a means to 
facilitate and reduce the costs to shareholders 
of participation and engagement. Such 
meetings should be conducted in a way to 
ensure equal access to information and 
opportunities for participation of all 
shareholders, regardless of  
whether physical or virtual. 
 
Virtual or hybrid (where certain shareholders 
attend the meeting physically and others 
virtually) general shareholder meetings can help 
improve shareholder engagement by reducing 
their costs to participate. By using virtual and 
professional platform providers, companies may 
incur additional costs but also streamline 
shareholders’ access to agendas and related 
information, and provide a secure infrastructure 
and more efficient means for considering and 
addressing shareholder comments and 
questions. However, due care is required to 
ensure that virtual or hybrid meetings do not 
decrease the possibility for shareholders to 

No change This section on virtual shareholder 
meetings is important, as there 
were challenges in some 
jurisdictions that made it difficult 
for investors to participate fully in 
virtual meetings during the 
pandemic. As noted above in 
Section I.F, the technologies used 
to facilitate virtual meetings should 
be secure, accessible to all 
authorized participants and enable 
full investor participation.  
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engage with and ask questions to management 
in comparison to physical meetings. Some 
jurisdictions have issued guidance to facilitate 
the conduct of virtual and hybrid meetings such 
as in relation to the consideration of shareholder 
questions, responses and their disclosure. 
Many companies rely on technology vendors to 
handle virtual meetings. It is important that such 
vendors have the necessary professionalism and 
data handling and digital security capacity to 
support the conduct of fair and transparent 
shareholder meetings that allow for 
shareholders’ equal participation and 
identification, as well as the confidentiality and 
security of votes cast prior to the meeting. 

Page 25, 
Section 
III.D. 

The corporate governance framework should 
require that regulated entities that provide 
analysis or advice relevant to decisions by 
investors, such as proxy advisors, analysts, 
brokers, ESG and credit rating agencies, index 
providers and others, disclose and minimise 
conflicts of interest that might compromise the 
integrity of their analysis or advice. 
 
The investment chain from ultimate owners to 
corporations does not only involve multiple  
intermediary owners. It also includes a wide 
variety of professions that offer advice and 
services to intermediary owners. Proxy advisors 
who offer recommendations to institutional 
investors on how to vote and sell services that 
help in the process of voting are among the 
most relevant from a direct corporate 

The corporate governance framework should 
require that entities that provide analysis or 
advice relevant to decisions by investors, such 
as proxy advisors, analysts, brokers, ESG rating 
providers and credit rating agencies, index 
providers and others, disclose and minimise 
conflicts of interest that might compromise the 
integrity of their analysis or advice. 
 
The investment chain from ultimate owners to 
corporations does not only involve multiple  
intermediary owners. It also includes a wide 
variety of professions that offer advice and 
services to intermediary owners. Proxy advisors 
who offer recommendations to institutional 
investors on how to vote and sell services that 
help in the process of voting are among the 
most relevant from a direct corporate 

We recommend that adjustments 
be made consistent with the role of 
index providers and ESG rating 
providers.  
 
As noted in our cover letter, index 
providers do not provide analysis 
or advice. Index providers have a 
clearly defined and limited role in 
the capital markets ecosystem. 
MSCI administers its indexes in an 
objective manner by applying a 
rules-based approach and 
recognizes the importance of 
principles of conduct that promote 
index governance, quality and 
transparency.  Further, as also 
noted in our cover letter, MSCI ESG 
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governance perspective. In some cases, proxy 
advisors also offer corporate governance related 
consulting services to corporations. Other 
service providers rate companies according to 
their ability to meet their debt obligations and 
according to various environmental, social and 
corporate governance (ESG) criteria. Analysts 
and, brokers perform similar roles and face the 
same potential conflicts of interest. 
 
Considering the importance of – and sometimes 
dependence on – various services in corporate  
governance, the corporate governance 
framework should promote the integrity of 
regulated entities that provide analysis or advice 
relevant to decisions by investors, such as proxy 
advisors, analysts, brokers, ESG and credit rating 
agencies, and index providers. These service 
providers, particularly ESG rating and index 
providers, can have significant impact on 
companies’ governance and sustainability 
policies given their rating methodologies and 
index inclusion criterion. When properly 
constructed and, these can play an important 
role in shaping good corporate governance 
practices. Therefore, the methodologies used by 
service providers that produce ratings and 
indices should be transparent and publicly 
available to clients and market participants. This 
is particularly  
important when they are also referenced as 
metrics for regulatory purposes. Exclusive 
reliance on ratings in regulation may raise 

governance perspective. In some cases, proxy 
advisors also offer corporate governance 
related consulting services to corporations. 
Other service providers Credit rating agencies 
rate companies according to their ability to meet 
their debt obligations and ESG rating providers 
rate companies according to various 
environmental, social and corporate governance 
(ESG) criteria. Analysts and, brokers, perform 
similar roles and face the same potential 
conflicts of interest. 
 
Considering the importance of – and sometimes 
dependence on – various services in corporate  
governance, the corporate governance 
framework should promote the integrity of 
regulated entities that provide analysis or advice 
relevant to decisions by investors, such as proxy 
advisors, analysts, brokers, ESG rating providers 
and credit rating agencies. These service 
providers, particularly ESG rating providers and 
index providers credit rating agencies can have 
significant impact on companies’ governance 
and sustainability policies given their rating 
methodologies. When properly constructed 
these can play an important role in shaping 
good corporate governance practices. 
Therefore, the methodologies used by service 
providers that produce ratings and indices 
should be transparent and publicly available to 
clients. This is particularly important when they 
for credit rating agencies when such ratings are 
also referenced as metrics for regulatory 

Research operates under strict 
policies and procedures that (1) 
protect against conflicts of interest 
impacting our ESG ratings and (2) 
ensure that our ratings are 
independent. 



 

 

 

Principle Current OECD Proposed Text Proposed Text by MSCI Rationale 

questions, while the process for deciding which 
ratings are eligible for use for regulatory 
purposes should be transparent and could be 
subject to evaluation at various levels of 
frequency. At the same time, conflicts of interest 
may arise and affect judgement, such as when 
the provider of advice or rating is also seeking to 
provide other services to the company in 
question, when the provider or its owner have a 
direct material interest in the company or its 
competitors, or when the rating provider is at the 
same time an index provider who will decide on 
companies’ inclusion in an index based on the 
rating they produce. Many jurisdictions have 
adopted regulations or encouraged the 
implementation of self-regulatory codes 
designed to mitigate such conflicts of interest or 
other risks related to integrity, and have provided 
for private and/or public monitoring 
arrangements. 

purposes. Exclusive reliance on credit ratings in 
regulation may raise questions, while the 
process for deciding which credit ratings are 
eligible for use for regulatory purposes should 
be transparent and could be subject to 
evaluation at various levels of frequency. At the 
same time, conflicts of interest may arise and 
affect judgement, such as when the provider of 
advice or rating is also seeking to provide other 
services to the company in question when the 
provider or its owner have a direct material 
interest in the company or its competitors, or 
when the rating provider is at the same time an 
index provider who will decide on companies’ 
inclusion in an index based on the rating they 
produce. Many jurisdictions have encouraged 
the implementation of self-regulatory codes 
designed to mitigate such conflicts of interest or 
other risks related to integrity and have provided 
for private and/or public monitoring 
arrangements. 

Page 37, 
Section 
V.D.2 

V.D.2. Reviewing and assessing risk 
management policies and procedures. 
 
When fulfilling these key functions, the board 
should ensure that material sustainability 
matters are considered. With a view to 
increasing resilience, boards should also ensure 
that they have adequate processes in place 
within their risk management frameworks to 
handle non-operational, but company-relevant 
risks, such as health crises, supply chain 
disruptions and geopolitical tensions. These 

V.D.2. Reviewing and assessing risk 
management policies and procedures. 
 
When fulfilling these key functions, the board 
should ensure that material sustainability 
matters are considered. With a view to 
increasing resilience, boards should also ensure 
that they have adequate processes in place 
within their risk management frameworks to 
handle non-operational, but company-relevant 
risks significant external risks, such as health 
crises, supply chain disruptions and geopolitical 

We suggest replacing “non-
operational, but company-relevant 
risks” to “significant external risks”. 
 
The risks viz., health crises, supply 
chain disruptions and geopolitical 
tensions are operational risks and 
therefore we propose that the other 
risks be categorized into significant 
external risks which would include 
non-operational risks.  
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frameworks should work ex ante (as companies 
should foster their resilience in the event of a 
crisis) and ex post (as companies should be able 
to set up crisis management processes at the 
onset of a sudden negative event). 

tensions. These frameworks should work ex 
ante (as companies should foster their 
resilience in the event of a crisis) and ex post 
(as companies should be able to set up crisis 
management processes at the onset of a 
sudden negative event). 

Page 37, 
Section 
V.D.2. 

Of notable importance is the management of 
digital security risks, which are dynamic and can 
change rapidly. Risks may relate, among other 
matters, to data security and privacy, handling of 
cloud solutions, authentication methods, and 
security safeguards for remote personnel 
working on external networks. As with other 
risks, these risks should be integrated more 
broadly within the overall cyclical company risk 
management framework. 

Of notable importance is the management of 
digital and cyber security risks, which are 
dynamic and can change rapidly. Risks may 
relate, among other matters, to data security, 
cyber security and privacy, handling of cloud 
solutions, authentication methods, and security 
safeguards for remote personnel working on 
external networks. As with other risks, these 
risks should be integrated more broadly within 
the overall cyclical company risk management 
framework. 

Cyber security risks are an evolving 
risk, as a result, we propose to 
mention it explicitly in addition to 
other risks already captured in the 
text.  

 
 


