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Introduction: Why is the Roundtable looking at these issues? 

A major priority of the Latin American Corporate Governance Roundtable’s 10
th

 

meeting is to take stock of corporate governance developments in the region, in order 

to assess priorities for further action.  As a first step in this direction, it was decided 

that, rather than trying to “reinvent the wheel” through a region-wide survey of 

corporate governance practices, it should review information from existing reports 

and surveys in Latin American countries to identify what information is already 

available, what it says about company practices in the region, and what further 

information may be needed to understand the state of play. 

This report provides background for discussion with respect to company practices in 

four countries -- Argentina, Colombia, Mexico and Peru -- based on information 

available from “comply or explain” type reporting requirements against voluntary 

corporate governance codes in these four countries.  More detailed reports on these 

four countries, prepared by Marcos Bertin of IAGO, Argentina, Andres Bernal of 

Colombia, Roberto Danel of Mexico, and Carlos Eyzaguirre of Peru, served as the 

basis for this synthesis report, and are separately available on the Roundtable 

website
1
.  Three other countries that do not have such corporate governance code 

reporting requirements – Brazil, Chile and Panama – have been separately 

addressed through surveys conducted by corporate governance institutes and centres 

in those countries.
2
 

In 2007, the Roundtable studied the development and use of voluntary corporate 

governance codes in several Latin American countries as a means to promote 

corporate governance change and inform the market. This paper seeks to complement 

the previous work by looking at CG implementation in countries with mandatory 

requirements for companies to report against CG codes or statements. Therefore, this 

paper will not go into detail on topics already covered at length in the 2007 paper, 

focusing more on what can be learnt about current CG practice by studying the results 

from listed companies’ returns against the CG codes in selected jurisdictions.  

Purpose and structure of this paper 

The present paper provides a brief summary of highlights from these four surveys of 

CG practices.  It draws attention to the difficulty of making an informed judgement of 

the state of CG by looking solely at companies’ corporate governance returns, but 

provides a means of tracking companies’ progress over time in implementing good 

practice recommendations.
 3

   

                                                        
1
 www.oecd.org/daf/corporateaffairs/roundtables/latinamerica 

2
 A second strand of Roundtable stock-taking reviews progress as well as priorities and challenges in 

corporate governance enforcement in the region through a multi-country survey of securities 

regulators, and in a limited number of cases, other regulators. 

3
 It is worth noting that in Argentina, the national regulator, the Comisión Nacional de Valores, is 

currently carrying out its first analysis of companies’ returns against Resolución No 516, which 

establishes the 28 statements listed companies need to report against. Therefore, IAGO has taken a 

sample of 30 companies’ reports out of a universe of 80 to analyse their returns against these 

statements. In all other cases the consultants analysis was carried out by studying the returns to the regulator or stock 
exchange 

http://www.oecd.org/daf/corporateaffairs/roundtables/latinamerica
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As described in detail in the 2007 paper, CG codes seek to play different roles in 

different countries, making comparative analysis of reports quite challenging.  Some 

codes contain recommendations that are required by law for listed companies but that 

have a broader purpose to provide guidance also to non-listed companies, while others 

have been designed entirely to promote awareness of good practices and their 

application on a voluntary basis.  Thus, comparisons of compliance rates across 

countries has little value, since each country has its own set of recommendations and 

legal requirements related to each of them may vary.   

In the four countries reviewed for this survey, reporting requirements were 

established as a way to benchmark progress over time and as a way of providing 

supplementary information to the market on corporate governance practices in 

individual companies. Thus, one objective of this report is to look at the extent to 

which countries’ reporting and enforcement mechanisms enable them to achieve this 

purpose.  

The present paper is divided into three sections. The first section will look at the 

different codes in each of the jurisdictions studied. This will be followed by a brief 

description of some of the key findings with regards to strengths and weaknesses in 

corporate governance practices highlighted in the reports. The report concludes by 

highlighting some of the gaps and issues that the report points toward for further 

attention. 

Different CG codes, different lessons 

The codes analysed for this report serve many different objectives in different 

countries, but are based on variations of the “comply or explain” model. Some are 

designed to be used as benchmarks and serve an education purpose (such as the 

Argentinean and Mexican Code). The Mexican Code of Best Practice focuses on a 

wider target audience and is intended to be applicable to all types of “societies”, 

including listed companies, non-listed, non- for profit, large and small etc…. These 

codes show a considerable overlap with the legal framework.  

The Colombian and Peruvian codes, while maintaining an educational value, have 

been used as a means for enhancing disclosure and market understanding of company 

corporate governance practices through a reporting mechanism, which is aimed at 

complementing the legal framework. In the Colombian case all recommendations of 

the code are designed to go beyond legal requirements.  

It is important to note that in the four cases analysed, some form of the “comply or 

explain” principle is used. In Mexico and Argentina, the more common “comply or 

explain” system is used, which only requires companies not complying with a 

recommendation to explain why. Colombia, adopted an “if comply, explain” 

reporting regime. An explanation is required for those elements complied with, while 

recommendations not complied with do not warrant an explanation. Finally, for Peru, 

code returns are carried out on the basis of a “comply and explain” mechanism asking 

companies to report on their degree of compliance with each recommendation. This 

degree of compliance ranges from 0 to 4, with 0 meaning non-compliance and 4 full-

compliance. After scoring their compliance, issuers are asked to answers questions 

which are aimed at supporting the score attributed to particular recommendations. 
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Table1. Structure of corporate governance codes in selected countries. 

 Argentina Colombia Mexico Peru 

General 
themes/chapters 

1). General 
2). Board of directors in 

General 

3). Independence of directors 
4). Relationship with 

stakeholders 

5). Relationship with the 
Community 

6). Committees 

1). Shareholders meeting 
2).Board 

3). Financial and non-

financial disclosure 
4). Conflict resolution 

1). Shareholders meeting 
2). Board 

3). Audit Function 

4). Evaluation and 
Compensation Function 

5). Finance and Planning 

function 

1). Shareholders Rights 
2). Equitable treatment of 

shareholders 

3). Disclosure and 
transparency of information 

4). The Responsibilities of the 

Board 

Number of 
recommendations/ 

statements 

28 41 47 26 (all with scale of 0 to 4). 

Number of Questions 

supporting the 
recommendations/ 

Statements 

Only the statements 79 (plus one optional) 77 73 (Objective evaluation 

questions) 

 

As Table 1, above makes clear, the structure of reporting against different codes, the 

number of overall recommendations (or statements) in each make it quite difficult to 

compare specific practices. It is worth noting that in the Peruvian case the 73 

questions are there to support the assessment made to the 26 recommendations.  

What is of particular relevance to this paper is how much can be learnt about 

corporate governance practices, particularly strengths and weaknesses, from an 

analysis of the companies’ returns against the codes in these jurisdictions. This task is 

particularly difficult for countries where there is a considerable overlap between CG 

codes recommendations and the legal framework, since it is not always clear without 

a more detailed look at related legislation whether a recommendation has a high 

compliance rate because it is legally required or because companies support it on a 

voluntary basis. The extent of progress in taking up voluntary recommendations is 

clearer in jurisdictions which have a less pronounced, or no, overlap.  

Key findings 

The Colombian, Mexican and Peruvian reports state that there have been some 

improvements in corporate governance practices in some discrete areas in the last few 

years.  
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Table 2. Some areas of high compliance/degree of compliance noted from reports 

Country Area/Topic Level/degree of compliance 

Argentina Definition and extent of board of directors 

responsibilities and functions 

Rules of directors nomination 

Existence of an Audit committee with majority of 

independent members 

Existence of written policies regarding transactions 

with controlling parties. 

Actual compliance levels not 

available 

Mexico Composition of the board 

Board responsibilities 

Audit function 

93.0% 

90.6% 

88.5% 

Peru Not including generic items in the agenda 

Shareholder representation in Annual Shareholders’ 

meetings should not be restricted. 

The number of members in the board should allow for 

a plurality of opinions 

The board must be in charge of key functions  

3.864 

 

3.84 

 

3.79 

3.77 

Colombia5 Information for Shareholders meeting 

Selection/nomination of board members 

Conflicts of interest 

Auditing 

Restricting other functions of the auditor 

6Over 95% 

Close to 90% 

Over 85% 

Over 95% 

Close to 95% 

 

In Mexico,
7
 overall compliance levels are generally quite high, ranging between 83% 

and 95% for those general topics mandated by law, such as recommendations related 

to conduct of shareholders’ meetings, and board composition, operation, structure 

and duties. The proportion of elements complied with in each of these areas according 

to companies’ reports has experienced marginal upward movements in the last few 

years.  

There are nonetheless other areas which show a much lower level of adoption 

according to Mexican returns. These areas are not surprisingly topics which tend to 

overlap to a lesser degree with legal requirements. In 2008, the proportion of 

compliance of these general areas ran between 59% and 72%. For instance amongst 

these issues are the “evaluation and compensations functions” which deals with 

specific recommendations on selection and compensation criteria of management, 

and board members, codes of ethics, conflicts of interest etc…, and the “finance and 

planning function”, which also show limited adherence from Mexican issuers and 

relatively little progress in the last 4 years. The latter encompasses issues such as risk 

management and strategic planning. 

These area highlighted above seem to be very similar to what was reported in the 

Argentina analysis, where the “definition and extent of boards’ responsibilities and 

functions” was identified as having a high level of compliance, as did “rules for 

                                                        
4
 These figures are an average out of 4 maximum. 

5
 The Colombian report identified these 5 most complied with recommendations  

6
 Actual figures not provides just the graphs. 

7
 Compliance levels in this report for Mexico only look at listed companies (not companies that have 

placed debt).  
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directors’ nomination,” for instance. IAGO notes that “these areas correspond to 

topics that are mandatorily required by other CNV rules or the Corporation Law.” 

Similarly to Mexico for the areas in Argentina which have a less pronounced overlap 

with other rules and regulations “the adoption of corporate governance best practice is 

inexistent or very low”. The general areas identified in the Argentinean report refer 

to: policies to promote and facilitate minority shareholders access to information and 

their participation in shareholders’ meetings, dividend distribution policy, boards’ 

self-assessment, boards’ committees (other than the audit committee), etc… As this is 

the first time an analysis of the Code is carried out, there is no sense yet of whether 

practices have progressed.  

It is worth noting that even though the Argentinean report, it acknowledges that 

companies listing in foreign markets perform better in many more areas than local 

companies. It recognises that a higher degree of compliance in areas not required by 

law is visible for these companies, which may be related to foreign listing 

requirements.  The local stock exchange has no additional, or higher CG 

requirements. 

In the case of Peru, even though the code does overlap with legal requirements, some 

elements of the codes go beyond the law. These areas, which were identified in the 

report, provide a good source for highlighting progress on voluntary best practices. 

The report from Peru shows some modest progress in relation to the following areas: 

independent directors and internal audit board committees. All of these 

recommendations complement the legal framework and are purely voluntary. It 

should be noted that with respect to the number of independent directors on Peruvian 

boards, the statistics show a considerable decline from 5.3 to 2.3 from 2006 to 2007. 

This is due to a better understanding of the definition of independent director. In other 

words this decrease reflects better, more representative reporting as opposed to a 

decline in good practice in this area.  For the rest of the recommendations in the 

Peruvian Code the report highlights a number of areas which show a considerable 

degree of compliance, with scores of over 3.74 (out of a scale of 0 to 4). These are: 

not including generic items in the agenda (average score 3.86), shareholder 

representation in Annual Shareholders’ meetings should not be restricted (3.84), the 

number of members in the board should allow for a plurality of opinions (3.79), the 

board must be in charge of key functions (3.77), the functions of the president and the 

general manager must be clearly defined (3.74).  

Regarding the least degree of compliance (under 2.75), the Peruvian report identifies 

a few areas, such as: the possibility of exchanging non-voting or investment shares for 

voting shares (average score 1.02)
8
, existence of board committees (average 1.98)

9
, 

                                                        
8
 The specific recommendation for this issue is: “It is recommended that any company issuing  

investment shares or other shareholding stock without voting rights, offers their holders the 

opportunity to change them for ordinary shares with the right to vote or that they foresee this 

possibility at the time of their issue.” 

9
 The Recommendations do not prescribe a specific number of committees but recommends that : “The 

Board of Directors may form special bodies according to the needs and size of the company, in 

particular, one that assumes the auditing function. In addition, these special bodies may be directed to, 

among other things, the functions of appointment, retribution, control and planning. 
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election of an adequate number of directors (average 2.72), following clearly defined 

remuneration policies of management linked to company results (average 2.74). It is 

worth noting that the recommendations in these areas do not prescribe a certain level, 

or standard, and some of these issues appear to also be noted as areas of low 

compliance in Argentina and Mexico. 

Table 3. Some general areas of improvement noted from reports
10

 

Country Areas/topics  

Mexico Composition of the Board of directors  

Operation of board 

Evaluation and compensation function 

80% (07) to  85% (08) 

81% (07) to 83% (08) 

57% (07) to 59% (08) 

Peru Use of additional means to call for a meeting (other than what’s 

provided by law) 

Companies that do not limit shareholder representation 

Companies with an independent audit area 

Companies with at least 1 committee 

37 (06) to 57(07) 

 

59 (06) to 69(07) 

52 (06) to 59 (07)11 

33 (06) to 39(07) 

Colombia Shareholders meeting charter 

Information use to make decision annexed to board minutes 

Specific budget to boards for hiring external consultants 

26.1% (07) to 41.9 (08) 

17.4% (07) to 66.7% (08) 

12.2% (07) to 42.7% (08) 

 

It is interesting to note that the Peruvian report refers to the Bolsa de Valores de 

Lima’s Index of Good Corporate Governance (IBGC – Indice de Buen Gobierno 

Corporativo) the Bolsa de Valores de Lima (BVL) as an additional enhancer of CG 

practices.  Companies that want to belong to the IBGC must be qualified by a third 

party (a validating enterprise registered at the BVL) that establishes overall “scores” 

benchmarked against the Peruvian code. A look at 2008 vs 2009 results shows an 

improvement in good governance practices. The average score in 2009 was 275 points 

out of a possible total of 312 (this compares to 249 points in 2008). Unfortunately, the 

score for any of the companies that participate in the validating process is not made 

public, even if the company is included in the index, so these figures give us a sense 

of improvement but it is not clear how that compares to other companies not part of 

the index, which are not scored. As mentioned in the Argentinean report, companies 

in Peru with ADRs have considerably better scores than the rest of the companies. 

The average for all companies stands at 3.28 in the 0 to 4 Peruvian degree of 

compliance scale, whereas the three companies with ADRs have averages of 4, 3.81 

and 3.73. This indicates that there still is a significant gap in best practice between the 

average listed company and those that need to fulfil higher standards from the outside.  

A review of practices in Colombia based on the returns against Código País 

highlights the following areas in which companies have most adhered to best practice 

recommendations: Annual General Meeting notice, selection of board members, 

disclosure of possible conflicts of interests, as well as independence of the external 

                                                                                                                                                               
These special bodies will be formed within the Board of Directors as support mechanisms and should 

preferably consist of independent directors, in order to take impartial decisions on matters that may 

cause a conflict of interest.” 

10
 These areas with some improvement mentioned are just some of the ones highlighted in the reports. 

11
 Please note that these figures are number of companies from a sample of companies that CONASEV 

analyses in more detail. Degree of compliance was available for 2006 to compare with figures for 

2007. 
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audit. All of these practices (for non-financial institutions) show over 85% 

compliance.  
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The report also identified a number of recommendations which show very modest 

adoption levels, less than 30%. Some of these are: 

 special audits
12

 

 disclosure of remuneration practices of board members and others.  

 rotation of external auditors (it recommends 5 years),  

 audit committees’ other responsibilities (the recommendation suggests 

limiting auditor to only perform auditing function). 

 “live” shareholders meeting (recommendation suggest some formbroadcasting 

of shareholders meetings, so as to enhance participation). 

But these low levels of compliance need to be considered within the context of the 

Colombian Código País, which sits on top of legal requirements. The Colombian 

report also identified recommendations which show improved compliance in the last 

two reporting cycles. For instance, Recommendation 12, establishing an odd number 

of board members, has shown considerable uptake, from 26% to 42% (2007 vs 2008); 

Recommendation 19, information used to make decisions at board meetings annexed 

to board minutes has also been improved from 17% to 67%. As described above, it is 

difficult to compare the results from this code with those from the other countries 

studied as the Colombian Code recommendations are all voluntary. 

Conclusions and issues for discussion 

As the information provided above shows, it is difficult to make a complete 

assessment of CG practices by looking at companies’ returns against the corporate 

governance codes in the region. The degree of overlapping with the legal framework 

renders this exercise more challenging as high compliance can be a reflection of 

companies following the law or a large number of companies following best practice 

on a voluntary basis.  Disclosure requirements for codes have the potential to provide 

useful information on CG practices at individual company level, and can also be 

useful in identifying trends in specific countries, but they vary in nature to such an 

extent that they do not provide an easily understandable basis for comparing practices 

across the region. A more comprehensive analysis would be required to review what 

standards are required by the law or regulation and which are voluntary to fully 

understand the context related to CG practices in these countries.  

Some areas do seem to emerge from these reports where uptake of good practice 

recommendations appears to be weak.  For instance lack of boards’ additional 

committees (other than the audit committee) and disclosure of remuneration are some 

of the areas which show low compliance in some of the jurisdictions analysed. 

However, this review did not yield clear conclusions as to particular practices that 

should be targeted for improvement, and this may vary by country depending on 

particular legal requirements. Thus, a more constructive step towards improvement 

                                                        
12

 This issue deals with protection of minority shareholders and the ability they have to call a special 

audit. The recommendation is based on the company setting up mechanisms and disclosing these to 

enhance shareholder protection. 
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may be for countries with “comply or explain” type disclosure regimes to review 

more broadly how they can effectively use or adjust codes and related requirements to 

promote better governance. 

A frequently expressed view is that CG is an ever evolving field and that codes should 

reflect this, and should be constantly improving. As legal requirements evolve, codes 

may need to be updated and to provide further, more explicit references to relevant 

legal or regulatory requirements where recommendations overlap with such 

requirements. 

As reporting against the codes in these countries is mandatory, compliance in this 

respect appears to be high. In all country reports, except Argentina, either the 

regulator or the stock exchange (in the case of Mexico) has decided to organise one-

to-one meetings to try to ensure that the reporting is enhanced. As mentioned before, 

this has resulted in some deterioration of reported compliance levels in certain areas 

in Peru, as companies get better acquainted with the purpose and meaning of certain 

recommendations. In Both Colombia and Mexico, the reports cite meetings between 

the regulators or the stock exchange and the issuers to help enhance reporting.  

The Lima Stock Exchange’s corporate governance index, IBGC, which has provided 

one way of easily identifying companies that appear to do better in adopting Peruvian 

good corporate governance practice recommendations.  Companies with ADRs seem 

to also show superior results in benchmarking exercises against corporate governance 

codes.  Does this suggest that codes need to be linked to other evaluator mechanisms 

to be effective in helping to push forward best practice? 

Are there further steps that countries can take, such as more timely disclosure to the 

markets that can help enhance the effectiveness of these tools in promoting improved 

governance? 


