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The article analyses the implementation of the G20/OECD Principles of Corporate Governance by Russia
in comparison to other BRICS countries and Indonesia. Originally, this document was adopted by OECD in
1999. The last (third) version of the document was developed in 2014—2015, with an active involvement of
G20 countries, and was adopted at the G20 Summit in Antalya (Turkey) in November 2015. Dramatic changes
are absent in the new document, however, it contains several new recommendations, which became necessary
after the global economic crisis of 2008—2009.

The article is focused on the actions of six countries that were chosen for the analysis, as well as on the
real changes in these countries. The author takes into account OECD recommendations on the assessment
of implementation of G20/OECD principles. According to these recommendations, researchers should not
pay too much attention to the quantitative analysis, since many important issues are unobservable for them.
Considering this, the author accentuates qualitative research methods and comparative analysis. The results of
the study show that Brazil, Indonesia and Russia were most active in implementation, while South Africa and
China lacked any actions, and India achieved only partial implementation.

Despite the large number of facts documenting formal implementation of corporate governance principles
in Russia during the last years, Russia definitely lacks real improvements. This is true for information
disclosure (including data on the management remuneration), gender diversity on corporate boards, the share
of independent directors, etc. Moreover, Russian companies are characterized by high concentration of capital,
and the role of boards is often reduced to formalities. According to the results of the research, similar limitations
are found in the systems of corporate governance of other countries covered by this study. Taking into account
the limited accessibility of information on real changes and real implementation in other BRICS countries and
Indonesia, the author assesses the Russia’s efforts as “substantial implementation”, though due to the presence
of gaps between actions and changes, Russia’s efforts should be assessed as “partial implementation.”
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Introduction

OECD Principles of corporate governance were first adopted in 1999. Very quickly
they gained a reputation of an authoritative international benchmark for good corpo-
rate governance, which began to widely disseminate among OECD countries and be-
yond this organization. Later the document was twice revised; the last revision was
conducted in 2013—2014, as a response to the global financial and economic crisis of
2008—2009. It should be noted that insufficient quality of corporate governance played
quite a considerable role in the crisis events.

The last, third, version of the Principles of corporate government was developed
by OECD with an active involvement of G20 countries, including developing coun-
tries that have no OECD membership. This is why this version was called G20/OECD
Principles of corporate governance [G20/OECD, 2015]. The revised document was
adopted in November 2015 at the G20 Antalya summit [University of Toronto, 2015].
Presently, almost two years after its adoption, the main issue is the implementation of
the revised Principles.

The goal of this article is to find key facts of the implementation of the new docu-
ment in BRICS countries and Indonesia, as well as to conduct a comparative analysis
of these facts in Russia and other countries selected for the study. The author used
qualitative analysis methods: comparative study and content analysis of the interna-
tional documents and reports. Following OECD recommendations and taking into
account the drawbacks and limitations of quantitative evaluations due to substantial
differences in the national systems of corporate governance and in focuses of countries
that implement the new document, the author abandoned the idea of using quantita-
tive evaluation techniques.

Key Changes of the 2015 Version of Principles

Before starting the analysis of the implementation of the new principles of corporate
governance itself, it is necessary to shortly review the major changes of the 2015 edi-
tion. It should be noted that the wording of the principles in the new version has little
changed. The 2015 document has only one new paragraph (“Institutional investors,
stock markets, and other intermediaries™), but its text was partially taken from the “The
Equitable Treatment of Sharcholders” paragraph of the 2004 document [Larionova,
Lanshina, 2016]. The text of the Principles itself has undergone more substantial
changes which are shorly reviewed below.

The first principle of the 2015 edition (“Ensuring the basis for an effective corpo-
rate governance framework”) gained two new subparagraphs. In the new text it is noted
that effective corporate governance should be supported by the stock market regulation.
Quality of stock market rules is an important element of the corporate governance sys-
tem. Regulatory and supervisory authorities should assess the role of stock exchanges
in corporate governance. Also, the new principles call for the intensification of cross-
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border cooperation, including through bilateral and multilateral arrangements for the
exchange of information. Evidently, these new provisions are a reaction on the global
financial and economic crisis of 2008—2009.

The new version of the document notes that legislative and regulatory elements of
the corporate governance system should be complemented by soft norms based on the
principle of “comply or explain,” for example, by corporate governance codes. This
will provide flexibility and allow to take into account the characteristics of individual
companies. Government agencies should be endowed with powers in law enforcement
and sanctions. Supervisory, regulatory and law enforcement agencies should be inde-
pendent and accountable. According to the document, in many countries, the problem
of the stock market supervisory body independence was solved by creating councils or
commissions whose members were appointed for a certain period of time. Appoint-
ments that are not binded to the political calendar, as well as non-simultaneous ap-
pointments contribute to the independence of such a body.

The second principle (“The rights and equitable treatment of shareholders and key
ownership functions”) of the new edition was complemented by a subparagraph pro-
hibiting impediments to cross border voting. Problems with cross border voting usually
arise because foreign investors often own their shares through complex cross border in-
termediary chains. To avoid impediments to cross border voting, it should be clear who
is eligible to vote in such situations. One more novelty — the requirement to approve
related-party transactions and to address the conflict of interest in such transactions
in a proper manner. Top managers and board members should provide information on
material interest in transactions that have relation to the company.

Also, according to the new edition, all shareholders should be equally treated; im-
pediments to voting (i.e., sending voting material just ahead of the sharecholders’ gene-
ral meeting, charging fees for voting and other unfair practices) should be avoided. The
2015 version stresses that shareholders should be informed about the compensation
policy, as well as about the total volumes of compensation and its forms. Companies
and countries should facilitate the use of information technologies to promote voting
by shareholders.

Third and fourth principles (“Institutional investors, stock markets, and other inter-
mediaries” and “The role of stakeholders in corporate governance”) contain very few
changes. Commentaries to the third principle list the key challenges facing corporate
governance in the last decade and note that the corporate governance system should
give the right signals to the investment chain as well as provide conditions, under which
the work of stock markets will have a positive influence on the effective corporate go-
vernance. To the fourth principle it was added that international conventions and na-
tional rules admit the right of employees on information, consultation and negotiation.
In the new Principles, company’s clients are included in the list of stakeholders, in line
with investors, employees, creditors and suppliers.

The fifth principle of the 2015 edition (“Disclosure and transparency”) notes the
desirability of company’s non-financial information disclosure (e.g., donations, made
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for political reasons). In some countries the disclosure of that kind of information is
obligatory for large companies. The text of the principle also notes the desirability of
information disclosure on compensation and employee representation mechanisms.
Some countries place requirements to corporate websites with regard to providing up-
to-date and significant information.

The 2015 version of the document misses the last subparagraph of the fifth prin-
ciple, that was present in the 2004 edition. According to this subparagraph, the system
of corporate governance should admit and facilitate cooperation of companies with
analysts, rating agencies and other organizations. According to the 2004 edition, such
cooperation is necessary for investors to make decisions that are free of conflict of in-
terests. Obviously, this change is the consequence of the 2008—2009 global crisis.

The sixth principle of the 2015 edition (“The responsibilities of the board”) ac-
centuates the growing importance of board’s control for risk management. This kind
of control should comprise oversight of the accountability and responsibility for man-
aging risks, with attention to types and degrees of risk that company is willing to take.
Moreover, according to the new version of principles, boards should consider the es-
tablishment of additional specialized committees to improve the performance of the
whole board. In particular, this relates to audit, compensation policy and risk manage-
ment. Also the boards should conduct regular evaluations of their performance.

Summing it up, the revised version contains a number of important updates,
though the changes are hardly dramatical. After the financial and economic crisis of
2008—2009, one could or even should have expected a greater revision. Apart from
that, the new document still considers economic results in a very narrow context, with-
out due attention to ecological aspects, life quality issues and sustainable development
goals [Larionova, Lanshina, 2016].

Methodology for Assessing the Implementation
of the G20/OECD Principles of Corporate Governance

Key priorities and opportunities in the sphere of G20/OECD Principles of corporate
governance implementation were quite clearly formulated by the Business and industry
advisory committee (BIAC) in April 2016 (in its commentaries on future OECD work).
According to the commentaries of BIAC, the practical implementation should consider
country specifics, including cultural background and opportunities; equally important
is to take into account the results of OECD corporate governance reports [ BIAC, 2016].

A draft methodology for assessing the implementation of the principles was pub-
lished by OECD in an annex to its Progress report on the implementation of the G20/
OECD Principles of corporate governance [G20/OECD, 2016]. The final methodolo-
gy was published in 2017 [OECD, 2017a].

Both draft and final versions of the methodology contain clarifications on the key
aspects of the new edition of the Principles and suggest using the following conclu-
sions on the implementation: fully implemented, broadly implemented, partially im-
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plemented, not implemented and not applicable. As noted in the final version of the
methodology, though some quantitative indicators may be taken into account, the re-
viewer should not reduce his or her assessment to scoring or to the analysis of a set of
quantitative indicators [OECD, 2017a].

Moreover, all versions of the Principles admit the absence of a unified model of
effective corporate governance; therefore, the Principles were formulated rather gene-
rally, so that countries could interpret and implement them with regard to their legisla-
tive, historical, cultural and other specifics. This additionally compicates quantitative
research and makes it of little use.

According to the OECD recommendations on the implementation of the Princi-
ples, one should assess the legal framework and implementation measures, corporate
practices, as well as the functioning of markets. The analyst should take into account,
that the methodology is focused on jurisdictions, not on certain companies. Since prac-
tice of corporate governance in different companies of the same jurisdiction often vary,
it is questionable, how widespread a practice should be or how strong a violation of the
recommendation should be, to conclude that a jurisdiction is or is not implementing the
principle. Taking into account all above, it is quite difficult to develop a clear evaluation
guide. As is stated in the document, the best approach to evaluation may be orientation
on the qualitative analysis and common sense. Also, according to the Methodology for
assessing the implementation of the G20/OECD Principles of corporate governance,
the analysis should be deep enough to make conclusions whether the principle has been
implemented not only theoretically but also practically [OECD, 2017a].

In this study the author takes into account the recommendations of the official
guide on assessing the implementation of the revised G20/OECD principles of corpo-
rate governance [OECD, 2017a], refusing of quantitative assessments and relying on
common sense. The author conducts a comparative study of the major implementation
facts in Russia and other BRICS countries as well as Indonesia.

General Features of the Corporate Governance
in BRICS Countries and Indonesia

We will start by detecting the general corporate governance features in the selected for
this study countries. As noted in the report of the International Organization of Securi-
ties Commissions (IOSCO), which was published in October 2016, regulatory frame-
work in the developing countries is generally compatible with the recommendations
of the G20/OECD Principles of corporate governance. The IOSCO report analyses
corporate practices of all selected for this study countries except for Indonesia by three
key aspects of corporate governance: formation of the board, compensartion and moti-
vation mechanisms, risk management and internal control [IOSCO, 2016].
Nevertheless, in general, systems of corporate governance and capital markets of
the selected for this study countries are insufficiently mature and need further improve-
ments. Their specifics include highly concentrated ownership structure, low shares of
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independent directors, low transparency, high level of corruption, large number of cor-
porate scandals. Rules and laws that regulate the rights of creditors and shareholders
in the selected for this study countries are often used in practice in different manners
[IMF, 2016].

The quality of corporate governance in China, India and Indonesia is considered
to be rather low even among the Asian countries. These countries are at the end of the
corporate governance rating which is compiled once in two years by the Asian Corpo-
rate Governance Association (ACGA). According to the last rating, compiled in Sep-
tember 2016, among 11 Asian countries three first places were taken by Australia, Sin-
gapore and Hong Kong. India came 7", China — 9", Indonesia — 11'". India managed
to improve its results compared to 2014 by one point, China’s score declined by two
points, though the authors of the rating admitted improvements in the Chinese practice
of corporate governance. Indonesia’s score declined by three points [CG Watch, 2016].

Formal Implementation of the Revised Principles:
Russia and other BRICS Countries as well as Indonesia

Back in 1990s, the corporate governance in Russia was flawed and underdeveloped.
Companies often neglected interests and rights of their minority shareholders, their
activities had low transparency, and their practices of corporate governance were of
poor quality. All these factors formed their negative image abroad and discouraged in-
vestment. Then, largely due to the expansion of Russian companies in foreign markets,
the situation began to improve, among other things because of the pressure from for-
eign partners. A similar situation was observed in many other BRICS countries and in
Indonesia, where international cooperation has also played the role of main driver of
positive changes in corporate governance.

The main laws regulating corporate governance in Russia are the federal law
No. 208-FZ of 26 December 1995 “On public companies” (with amendments; the
last amendment was introduced in 2016), the federal law No. 14-FZ of 8 February
1998 “On limited liability companies” (with amendments; the last amendment was
introduced in 2015), and the federal law No. 39-FZ of 22 April 1996 “On the securities
market” (with amendments; the last amendment was introduced in 2015).

The basis of responsible corporate governance in Russia is formed by a number
of documents adopted in the 2000s, long before the G20 countries began to actively
participate in updating the OECD Principles of corporate governance. In 2002, the
congress of the Russian Union of Industrialists and Entrepreneurs (RSPP) adopted
the Charter of corporate and business ethics. In 2004, the congress of RSPP adopted
the Social charter of Russian business; in 2008, this document was amended. In 2012,
Russia introduced the Guidance on social responsibility (international standard ISO
26000) for the first time.

Russia is characterized by high ownership concentration in public companies. In
2014, in about 43 percent of 96 Russian largest public companies, one owner or one
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group of owners had more than 75 percent of shares. A similar situation is observed
in most other countries, especially in the developing world. Only four countries in the
world are characterized by a largely disseminated structure of corporate ownership —
Australia, Ireland, Great Britain and the USA. U.S. public companies are seldom
controlled by a major shareholder. The share of a major shareholder in 90 percent of
British companies with LSE listing is 25 percent or less. As to other selected for this
study countries, the situation does not differentiate much from the situation on Rus-
sia. In Brasil, most public companies are controlled by a single shareholder, a foreign
company or a corporate group. According to estimates, more than 70 percent of Brazil
companies have family or share ownership. In Indonesia, 70 percent of shares of listed
firms are held by controlling sharecholders, and 54 percent of the total market capitali-
zation is held by family business groups. Most South African listed companies have a
controlling shareholder or shareholders [OECD, 2017b].

Russia has recently done much to improve the quality of its corporate governance.
In September 2013, the Bank of Rusia acquired the functions of the Russian Federal
Service for the Financial Markets (FFMS) and became a mega-regulator of the Russian
financial market. The list of its functions now includes corporate governance regula-
tion, among other things. In this regard, the Bank of Russia began to conduct explana-
tory and methodological work with public companies aimed at improving the quality
of corporate governance. The Bank of Russia has also shown its intention to actively
work to improve corporate governance in Russia and avoid formalism in tackling this
issue. Along with other tasks, according to the Russia’s Central Bank representatives,
the coming years will see the growing necessity to increase the shareholders’activity in
corporate decisions and in increasing transparency of top management compensation
policies [OECD, 2016a].

Russia and other selected for this research countries adopted their corporate go-
vernance codes 15—20 years ago. The first? was South Africa — it adopted its first code
in 1994. The Indian code of corporate governance was published in 1998, the Indone-
sian one — in 2000, the Chinese one — in 2001, the Russian one — in 2002, the Brazilian
one — in 2004 [European Corporate Governance Institute, 2016].

In 2014, the Bank of Russia approved the new Code of corporate governance
(companies comply with its provisions on a voluntary basis; this code is an instrument
of soft governance), containing dramatic improvements compared to its earlier 2002
version. For instance, it lists not only expected company performance, but also re-
commendations on strengthening information disclosure policies and on protection of
shareholders’ rights, on board composition (the criteria for the board member inde-
pendence clarified, the recommended share of independent directors increased from
one quarter to one third), on board performance assessment, on top management and
board members’ compensation policies, on dividend policies, etc. The code was ap-

2 Earlier than other selected for the study countries.
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proved by the board of the Bank of Russia and recommended to public companies®. It
is based on the OECD Corporate governance principles.

Now the most important task is the implementation of the updated code, and
Russia makes much effort to accomplish this task [IMF, 2016]. Thus, in its letter of
17 February 2016, the Bank of Russia published a list of recommendations on compli-
ance with the Code’s principles and guidelines. These recommendations concern the
disclosure of information on such aspects of corporate governance as the composi-
tion of the board, the effectiveness of the decision-making process, the role of ma-
jor shareholders, transactions with related parties, risk management, internal control,
etc. [Tsentral’nyy Bank Rossiyskoy Federatsii, 2016]. In 2016, the Ministry of Finance
prepared amendments to the law “On Banks and on Banking Activities,” according
to which, financial organizations must carry out transactions with related parties on
market terms [Financial Stability Board, 2017].

In recent years, several other selected for this study countries have revised their
corporate governance codes. For example, in 2014—2015, key associations of Brazil
public companies (ABRASCA, AMEC u IBGC) joined their efforts to develop the
fifth revised version of the voluntary corporate governance code. This initiative was
supported by the Securities and Exchange Commission of Brazil and by the Brazilian
Development Bank, which were involved in the development of the new version of the
code as observers. The fifth version of the code was published in 2016 (the first one — in
1999), after the adoption of the G20/OECD Principles of corporate governance at the
G20 Antalya Summit in 2015 [IFC, 2016]. Later the Securities and Exchange Com-
mission of Brazil may oblige all public companies to comply with the guidelines of the
code [ICLG, 2016].

The key principles of the fifth corporate governance code of Brazilian companies
are transparency, fairness, accountability and corporate responsibility [IBGC, 2016].
In general, the code complies with the updated G20/OECD Principles of corporate
governance, even on some aspects that have been insufficiently addressed in the G20/
OECD document itself, for example, on the company’s responsibility for its impact
on the social sphere and ecology, and also on the disclosure of information on such
impact.

In 2014, Securities and Exchange Board of India (SEBI) approved a new code of
corporate governance. Its goal is to increase the transparency of Indian public com-
panies. The new document requires the introduction of a whistleblower policy, the
disclosure of top management remuneration policy, the imposition of restrictions on
the maximum number of boards that one director would be allowed to be a member of,
as well as the presence of at least one woman on each board [Reuters, 2014]. Also, the
presence of at least one woman on the board is required by the Companies Law of 2013.

Also in 2016, South Africa published a new King report on corporate governance,
which in fact is a code of corporate governance. Preparation of the last — fourth —

3 Since September 2014, the Civil Code of the Russian Federation classifies public and non-public joint-
stock companies; before that, it classified open and closed joint-stock companies (JSC and CJSC).
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King’s report was necessary because of a significant change in corporate governance
and its aspects at the international and national levels after 2009, when the third report
was published. Interestingly, in King’s latest report, the “comply or explain” principle
is replaced by the “comply and explain” principle. In addition, the 75 principles of the
third report are reduced and consolidated into 16 principles, which makes the structure
of the new document more clear and simple. Special attention is paid to the compensa-
tion policies. The fourth version of the report recommends that both the remuneration
policy and the report on its implementation should be put up for an optional consulta-
tive vote. The third report recommended to put up for a vote only remuneration poli-
cies. Also, the latest version of the report lists requirements to remuneration policy: it
must attract, motivate, reward and retain human resources, contribute to the achieve-
ment of strategic goals within the acceptable risk limits of the organization, stimulate
the achievement of positive results, promote ethical culture and responsible corporate
behavior [Institute of Directors Southern Africa, 2016].

The most important tasks of the new King’s report are the transition from formal
implementation (“for a tick™) to meaningful practical application of recommendations,
as well as the use of the code not only among public companies but among all organiza-
tions. To fulfill these goals, the document delineates the principles and recommended
practices. The focus of the new King report is business ethics and effective manage-
ment: a company should not only bring operational results, it should also be success-
ful in the overall economic, social and environmental contexts. The top management
remuneration system should take into account not only the creation of shareholder
value, but also the company’s impact on the social sphere and environment [Institute
of Directors Southern Africa, 2016].

In Russia, the implementation of the new G20/OECD document was discussed
at the meetings of the OECD — Russia Corporate Governance Roundtable in October
2015 [OECD, 2016a] and in November 2016 [Natsional’naya assotsiatsiya korpora-
tivnykh direktorov, 2016]. Moreover, in 2015, the Moscow exchange and OECD cre-
ated a Companies circle in the framework of the OECD-Russia Corporate Govern-
ance Roundtable, thus extending the format of this roundtable. Twelve largest Russian
public companies became members of this circle. The main objective of the circle is to
provide expert and organizational assistance to members of the club in order to improve
their corporate governance [OECD, 2016a].

Apart from OECD — Russia Corporate Governance Roundtable, especially great
work on the analysis of the specifics of the introduction of corporate governance
principles and best practices in this area was carried out only by the OECD — Asian
Roundtable on Corporate Governance (among its members are India, Indonesia and
China). At the meeting of the OECD-Asian Roundtable on Corporate Governance on
29—30 October 2015 in Bangkok (Thailand), the participants discussed opportunities
for practical use of the new Principles in Asian countries, its relevancy in the region
and key implementation challenges. Representatives of all of the selected for this study
Asian countires held reports — representatives of China (China Association for Public
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Companies, CAPCO), India (Institute of Company Secretaries of India) and Indone-
sia (Indonesia Financial Services Authority) [OECD Asian Roundtable on Corporate
Governance, 2015]. At the next meeting of the OECD-Asian Roundtable on Corporate
Governance, on 24—25 October 2016, the participants discussed the implementation
of the new Principles in Asian context, the perspectives of corporate governance for
the next 5—10 years, the disclosure of beneficial ownership and control, the role of
stock exchanges in corporate governance, etc. [OECD Asian Roundtable on Corporate
Governance, 2016].

Some countries have held their international events without the OECD involve-
ment. For example, the Indian Institute of Financial Directors announced 2016 the
year of corporate governance, and on 15 April 2016, it held an International roundtable
on corporate governance in New Delhi (India). The roundtable was attended by repre-
sentatives of corporations, regulators, and research organizations.

The OECD Latin American Roundtable on Corporate Governance (Brazil is
its member) has not yet touched upon the issues of implementation of the new G20/
OECD document. Despite this, Brazil has been actively interacting with OECD in the
field of corporate governance. At the end of 2015, OECD launched a joint programme
of work with Brazil for 2016—2017. This programme envisages intensive interaction of
Brazil with OECD committees and working groups, so that Brazil could accept inter-
national standards in a number of areas, as well as engaging Brazil in the development
of international standards, including in the area of corporate governance. It is expect-
ed that not only Brazil will benefit from this cooperation, but also OECD countries
[OECD, 2016b].

Russia has made quite a lot of efforts to improve legislation in the field of corporate
governance and to assess the quality of corporate governance in the largest companies.
It should be noted, that the last amendments to the laws “On public companies” and
“On the securities market,” which entered into force on July 1, 2016, allowed share-
holders to receive information on corporate actions, as well as participate in the general
meeting of shareholders and take some other actions in electronic form. This directly
corresponds to the G20/OECD Principles of corporate governance, that call to engage
shareholders in the voting process.

In 2016, Russia approved the roadmap “Improvement of corporate governance,”
for 2016—2018 (order of the Government of the Russia Federation No. 1315-r of
25 June 2016 No 1315-p). This document is expected to strengthen the protection of
minority shareholders’ rights and to improve Russia’s positions on the World Bank’s
Doing Business “Protecting minority investors” indicator (from 5.67 points in 2016
and 5.7 points in 2017 to 6.67—6.83 points in 2018. To achieve this goal, the document
calls to strenghten the requirements for information disclosure (related party transac-
tion), to introduce a mandatory information disclosure on transactions of all corporate
group members for joint stock companies, to formalize in legislation the provisions on
the audit committee of the board and on the organization of internal audit and internal
control and risk management system, to introduce a mechanism for disclosing infor-
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mation on remuneration and compensation of top managers and board members, etc.
[Pravitel’stvo Rossii, 2016].

When forming Russian methodology for assessing the implementation of the best
practices of corporate governance, Russia took into account OECD expertise and prac-
tice, to which it gained access during its participation in the OECD work on updating
the methodology for assessing the implementation of the revised G20/OECD Princip-
les [ Bank Rossii, 2016a].

In 2016, according to the “The work plan for the cooperation of the Russian Fede-
ration with the Organization for Economic Cooperation and Development (OECD)
for 2016,” Russia and OECD realized a joint project “Assistance in reforming the le-
gislation of the Russian Federation in the sphere of corporate governance.” In 2017,
a similar plan was adopted for 2017—2018 [Bank Rossii, 2016b].

At the last meeting of the OECD — Russia Corporate Governance Roundtable, in
November 2016, the National Index of Corporate Governance was presented, which
was compiled by the National Association of Corporate Directors (NACD) and RSPP
in order to assess the compliance of Russian companies with the principles of the Code
of corporate governance. According to the results of the survey, in 2016, companies were
complying with the code recommendations at 67.38 percent. The survey concluded
that compared to 2015 the share of women on the Russian boards has not increased — it
stayed at 8 percent level. The share of independent directors increased from 25 to 35
percent. The attendance at meetings of the boards has slightly increased — from 93 to
95 percent. The list of companies with best corporate governance practices included
Sistema, Bashneft, Cherkizovo Group, MMK Group, Megafon, MTS, Rosneft, Sber-
bank, Severstal, TMK [Natsional’naya assotsiatsiya korporativnykh direktorov, 2016].

Starting with 2017, the Bank of Russia pledged to publish annual reviews of corpo-
rate governance practices that will monitor the implementation of the new Corporate
Governance Code in Russian companies. The first survey of the Bank of Russia was
published in April 2017 [Bank Rossii, 2017]. It was compiled on the basis of voluntar-
ily completed forms, which were sent by 84 public companies (85 percent of all pub-
lic companies that have their shares in the MICEX quotation lists). According to the
general conclusions of the Bank of Russia, none of the public companies have achieved
100 percent compliance with the Code recommendations (though one company de-
monstrated compliance by 97,5 percent), and the average level of compliance was 58
percent.

Similar efforts have been undertaken with varying intensity by other selected for
this study countries. In recent years, the Securities and Exchange Commission of Brazil
has stimulated the participation of minority shareholders through a mechanism allow-
ing all shareholders to send their votes through Internet before the general shareholder
meeting. The introduction of this mechanism will become mandatory for the largest
companies in 2017, for all companies — in 2018 [Calkoen, 2016].

In September 2015, Brazil stock exchange BM&FBOVESPA started to reform
the system of corporate governance at state-owned enterprises. The reform is aimed
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at restoration of investor confidence in state-owned companies through increasing the
transparency of such companies, introduction of internal control measures (developing
internal codes of corporate governance and conducting trainings on the application of
their recommendations, etc.), revision of the boards composition (minimum require-
ments for the appointment of directors, 30 percent of directors should be independ-
ent). Moreover, from August 2017 on, the majority of members of risk management
committees, as well as the majority of board members of systemically important finan-
cial institutions should be independent [Financial Stability Board, 2017]. The Congress
of Brazil is currently discussing a bill that will introduce corporate governance rules for
state-owned enterprises [I[CLG, 2016].

In 2014, the Financial services authority of Indonesia (OJK), which regulates and
supervises financial services markets, published the Indonesia Corporate Governance
Roadmap that containes plans on major reforms in the sphere of corporate governance
[KPMG, 2016]. The document is aimed at improving corporate governance in five
aspects: corporate governance framework (i.e., developing codes of corporate gover-
nance), protection of sharcholders, the role of stakeholders (anticorruption policies
and their disclosure in annual reports, equity-based payments to employees), informa-
tion transparency (shareholder disclosure, sufficient information disclosure in Indone-
sian and English at the corporate websites), as well as board’s role and responsibilities
[The Jakarta Post, 2014].

On 17 November 2015, the Financial services authority of Indonesia issued a cir-
cular letter containing the Guide on corporate governance for public companies. On the
same day, the authority issued an order No. 21/POJK.04/2015, which requires public
companies to comply with the principle “comply or explain” from 31 December 2016,
according to the new guide. The Guide on corporate governance for public companies
requires companies to create and disclose voting procedures and when possible to cre-
ate closed (confidential) voting procedures. The minutes of the annual shareholders’
meeting must be published on time on the website. Companies should develop and
implement a policy of communication with shareholders/investors. Members of the
board of directors must have different experiences and competences in order to prevent
group thinking. A policy of self-monitoring of the board is necessary as well as regular
evaluations. Members of the boards must resign in case the facts of their involvement
in financial crimes are discovered. A policy to prevent insider trading, corruption and
fraud is needed, as well as a policy of informing management about illegal activities
of company employees. Public companies should disclose their ultimate beneficiaries
who own at least 5 percent of the shares [KPMG, 2016].

Real Implementation of the New Principles:
Russia and other BRICS countries as well as Indonesia

From the formal point of view Russia and some other selected for this study coun-
tries have recently taken actions to improve their corporate governance systems and
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to implement both the recommendations of their corporate governance codes and the
revised G20/OECD Principles of corporate governance. The real effect of these actions
is still difficult to assess, because not enough time has passed; moreover, a number of
corporate governance problems so far remains relevant. For example, according to the
2017 report of the Laboratory for business communication studies of the Higher School
of Economics and Professional investors association [ Nauchno-uchebnaya laboratori-
ya issledovaniy v oblasti biznes-kommunikatsiy VShE, Assotsiatsiya professional’nykh
investorov, 2017], which analysed the quality of the corporate governance in 13 largest
Russian state companies, less than 50 percent of these companies have independent
directors, and the existing independent directors are often only formally independ-
ent from the government or other controlling shareholder. At the same time, minority
shareholders demonstrate low activity.

As for minority shareholders, in some selected for research countries, their posi-
tions in recent years have deteriorated. Thus, according to the IMF research, India
belongs to a small group of countries, where in 2006—2014 the protection of minority
shareholders’ rights worsened. Also during this time, transparency in reporting and au-
diting has decreased [IMF, 2016]. Other countries have demonstrated improvements.
For example, according to the same source, in 2006—2014, China has been consistently
strengthening protection of minority shareholders [IMF, 2016].

According to [Nauchno-uchebnaya laboratoriya issledovaniy v oblasti biznes-
kommunikatsiy VShE, Assotsiatsiya professional’nykh investorov, 2017], recent years
have seen significant improvements in the sphere of information disclosure aming
Russian companies — almost all public companies publish information in Russian and
English. However, data on shareholders who proposed candidates to the board or put
the issue on the agenda of the general meeting of sharcholders are not always com-
plete. Information on related-party transactions is also disclosed reluctantly. Dividend
policies are not always clear. The disclosure of information on the remuneration of
top managers is insufficient. The assessment of investors’ perception of the quality of
corporate governance varies from 1.6 out of 5.0 points in Transneft and 1.85 points in
Gazprom to 4.07 points in Sberbank. That is, there is a risk that the quality of corporate
governance in some of the largest public companies is extremely low.

The key conclusion of the Deloitte study “Corporate governance structures of
Russian public companies in 2015” was that after 2012, the trend of improving corpo-
rate governance in public companies in Russia was replaced by stagnation. Also, the
study notes the slow implementation of the new Corporate Governance Code. For
example, only 41 percent of the surveyed companies were complying with the recom-
mendation of the Code on the share of independent directors (33 percent) [Deloitte,
2016]. The authors of the report attribute the deterioration in the dynamics of corporate
governance development in Russia to the fact that during the past decade the key fac-
tor of improvements was the pressure from international capital markets. Recently, the
impact of this factor has decreased.
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Formal indicators and surveys of market participants on the state of corporate gov-
ernance in specific companies give different results. In particular, this conclusion was
drawn from the results of the study “Index of corporate governance — 2016,” which
was conducted by the Association of independent directors and the National research
university — the Higher School of Economics [Assotsiatsiya nezavisimykh direktorov,
NIU VShE, 2016]. Top-10 companies with highest scores by formal criteria were
headed by Sberbank, Inter RAO UES and Rosneft. At the same time, none of these
companies was included in the top 10 companies with the highest scores according to
the survey of respondents. The leaders in this list were Moscow Exchange, MTS and
Enel Russia. Among the companies with the highest discrepancy between the results of
the survey and the results of the evaluation by formal criteria were Enel Russia, Polyus,
E.On Russia, Novatek, MTS, TGC-1, Lukoil.

According to the G20/OECD Principles of corporate governance (part V.A.5),
“national principles, and in some cases laws, (...) recommend that a significant part,
in some instances a majority, of the board should be independent.” In Russia, accord-
ing to the report of the Association of independent directors “The development of the
Institute of Independent Directors” [Assotsiatsiya nezavisimykh direktorov, 2015], in
2015, only 30 percent of directors were regarded as independent*. This does not cor-
respond even to the Russian corporate governance code, which recommends to have
at least 1/3 of independent directors — i.e., more that 33 percent. For comparison, in
India, according to multiple sources, including the representatives of government bod-
ies, independent directors are not actually independent at all [Indiatoday, 2017].

The new version of the G20/OECD Principles pays attention to the gender diver-
sity of the boards (“Countries may wish to consider measures such as voluntary targets,
disclosure requirements, boardroom quotas, and private initiatives that enhance gender
diversity on boards and in senior management”, — part VI.E.4). In Russia, women are
traditionally underrepresented on boards, as well as in managerial positions. Moreover,
according to the report of the Association of independent directors “The Development
of the Institute of Independent Directors” [Assotsiatsiya nezavisimykh direktorov,
2015], in 2015, their share on boards of Russian companies has decreased by 16%. This
is contrary to international trends, which indicate a growth in the representation of
women on boards of public companies. According to Deloitte Touche Tohmatsu [De-
loitte, 2015], in 2015, in some countries the share of women on boards was quite high:
in Norway the value of this indicator reached 36.7 percent, in France — 29.9 percent,
in Sweden — 24.4 percent, in Italy — 22.3 percent. Though we shall admit, that the ave-
rage share of women on boards in the world is still quite low — about 12 percent, and
the low average value is provided not only by developing countries, by also by some de-
veloped ones, e.g., by the U.S. and Japan. In 2015, the value of this indicator in Russia

4 It should be noted that different assessments of the quality parameters of corporate governance in
Russia differ significantly from each other. For example, the data presented here is different from the data,
which were presented above.
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was twice as low as the world average — 5.7 percent. Among Russian public joint-stock
companies, there was not a single case where a woman was the chairman of a board.

According to a report of Deloitte [Deloitte, 2015], women play a significant role
in Russian corporate governance, however, at present, there are no norms in Russia
aimed at strengthening their role. There is also no policy to encourage the appointment
of women to the boards of Russian state-owned enterprises. For comparison, France
and Italy managed to achieve high results, among other things, due to the introduction
of the requirement for mandatory gender diversity of the boards.

Many other selected for this research countries face problems in the practical im-
plementation of the gender diversity of the boards. For example, boards of Indian pub-
lic companies were required to include at least one woman by October 1, 2014, but
many companies did not comply with this requirement. Out of 1,500 of public compa-
nies that have listing at the National Stock Exchange of India (NSE), 147 companies
(12 percent) did not cope with this task even after the deadline was extended by six
months. Other 770 companies employed women, which cannon be considered as inde-
pendent (i.e., they are close relatives of top managers) [Sehgal, 2015].

The G20/OECD Principles of corporate governance call countries to disclose in-
formation on their top managers’ and board members’ remuneration policies. “In par-
ticular, it is important for shareholders to know the remuneration policy as well as the
total value of compensation arrangements made pursuant to this policy. Shareholders
also have an interest in how remuneration and company performance are linked when
they assess the capability of the board and the qualities they should seek in nominees
for the board” (part 11.C.4). “Disclosure on an individual basis (including termina-
tion and retirement provisions) is increasingly regarded as good practice and is now
mandated in many countries. In these cases, some jurisdictions call for remuneration
of a certain number of the highest paid executives to be disclosed, while in others it is
confined to specified positions” (part V.A.4).

In 2016, the Bank of Russia considered the opportunity to introduce mandatory
disclosure of information on bonuses of top managers and members of corporate boards
starting from 2017. According to the Bank of Russia’s draft document, the regulator
could oblige companies to publish key performance indicators, on which the remuner-
ation of top managers and board members depends [ Bank Rossii, 2016¢]. The regulator
agreed that disclosure of remuneration data could make companies more transparent.
However, back in 2016, the Bank of Russia considered that the publication of informa-
tion on the remuneration of certain top managers could increase tensions in society and
create criminal threats. Companies can still volutarily disclose information on the re-
muneration of their top managers, but they usually prefer not to do this. Only the total
amount of remuneration of all members of the board is mandatory for disclosure. As a
rule, the relationship between the remuneration of top managers and other managers
and the performance of the company is unclear.

A survey of the Laboratory for business communication studies of the Higher
School of Economics and Professional investors association in 2017 [Nauchno-ucheb-
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naya laboratoriya issledovaniy v oblasti biznes-kommunikatsiy VShE, Assotsiatsiya
professional’nykh investorov, 2017] has shown that in many Russian companies it is
common to pay quarterly bonuses, which is not usual for the rest of the world. At the
same time, the long-term reward system is often absent. According to survey respond-
ents, it is necessary to disclose information on the remuneration of the five most highly
paid managers or on the remuneration of each executive body. Also important is the
publication of long-term and short-term components of remuneration and the princi-
ples of their formation. Another feature of Russian corporate governance is that com-
panies generally do not have a thorough long-term program of management motiva-
tion, and managers do not expect to receive bonuses in 2—3 years, when the result of
their efforts will become clear, as they do not hope to work so long in companies and
are afraid of cheating [Podtserob, 2017].

Interestingly, in 2009, Brazil introduced a new system for disclosing information
on the incomes of managers. Up to 2009, Brazil companies were required to provide
only general information about their remuneration policy and disclose only the aggre-
gate amount of payments to top managers and directors. Since 2009, companies have
become obliged to publish data on minimum, average and maximum remuneration. It
should be noted that this innovation was met with strong resistance from companies.
Representatives of the Brazilian Institute of Financial Directors (IBEF) stated that
disclosure of the maximum amount of compensation will subject the first persons of
companies to the risk of criminal attacks and kidnapping. Some companies have been
granted permission not to comply with this rule and are still using it [COPPEAD, 2016;
ICLG, 2016].

No less interesting is that, despite the recommendations of the revised G20/
OECD Principles on increasing transparency of the management remuneration poli-
cies, in 2016, India decided to simplify the disclosure of information on remuneration
and to abandon the policies under which the compensation of managers would depend
on the results [Arora, 2016].

In some Russian state companies, boards work only formally, and key decisions
are taken by the main owner — the state — and then “pushed down” to the boards,
which automatically approve them [Bank Rossii, 2016¢]. According to the G20/OECD
Principles of corporate governance, (part VI), “The corporate governance framework
should ensure the strategic guidance of the company, the effective monitoring of man-
agement by the board, and the board’s accountability to the company and the share-
holders.” (...) “In addition, boards are expected to take due regard of, and deal fairly
with, other stakeholder interests including those of employees, creditors, customers,
suppliers and local communities. Observance of environmental and social standards is
relevant in this context” (Ibid.). Thus, in a number of Russian companies international
principles are completely ignored.

Moreover, as mentioned above, Russian companies are characterized by high con-
centration of capital, and key shareholders are often too deeply involved in the pro-
cess of management, which dilutes the role of the board and makes it merely formal.
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Also, many members of the boards are not sufficiently active or are insufficiently com-
petent. Another interesting feature of Russian boards is that, according to PwC data,
33 percent of boards do not assess their performance, and another 51 percent of boards
conduct only self-assesment. Independent assesment is conducted only by 29 percent
of boards, another 13 percent of boards conduct both self-assesment and independent
assesment [Podtserob, 2017]. However, as noted in the G20/OECD Principles of cor-
porate governance, “many countries have moved to recommend, or indeed mandate,
self-assessment by boards of their performance as well as performance reviews of indi-
vidual board members and the Chair and the CEO” (part VI.D.2).

Conclusion

The author has analyzed the implementation of the newly revised G20/OECD Prin-
ciples of corporate governance in Russia and other BRICS countries as well as in In-
donesia. Special attention has been paid to key implementation facts, both formal (in-
troduction of new rules, adoption of new programs, etc.), and real ones (quantitative
results of studies and surveys, publicly available expert commentaries). Following the
analysis of these facts, conclusions have been drawn about the intensity of Russia’s ef-
forts to implement the revised document, in comparison to the efforts of other develop-
ing countries selected for the study.

The last (2015) revision of the principles of corporate governance was generally
minor, though it addressed some important issues resulting from the global financial
and economic crisis of 2008—2009. Since the revision actively involved several deve-
loping countries, implementation of the document in these countries is of particular
interest.

Both Russia and other selected for this study countries adopted their corporate
governance codes about 15—20 years ago. Later countries renewed the content of these
documents several times harmonizing it with the recommendations of the OECD prin-
ciples; they have also taken effort to implement the provisions both of their codes and
of the principles. The Russian corporate governance code was last revised in 2014, and
this revision was followed by an active work on its implementation.

The author concludes that Russia, Brazil and Indonesia have been most active in
the sphere of formal implementation. These countries have been substantially involved
in international discussions on the implementation of the revised document, they have
been adopting legislative changes and developing government programs to improve the
quality of the corporate governance. India has partially implemented the Principles.
Compared to Russia, Brazil and Indonesia, this country lacked initiative and action.
China lacked almost any implementation effort at all, though it was quite active in
improving corporate governance at the national level in 2006—2014, and it was also ac-
tively involved in the implementation of the new G20/OECD principles at the interna-
tional level in the framework of its G20 presidency in 2016. South Africa demonstrated
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no action, except for the revision of the King Report in 2016, which plays the role of
corporate governance code in this country.

As to real implementation, Russia, as well as many other countries that were se-
lected for the study, are characterized by a large number of flaws in this sphere. This
relates to transparency and information disclosure, gender diversity of the board, the
share of independent directors, etc. Quality of corporate governance in some of the
largest companies may be extremely poor.

Russia’s efforts have been assessed as “substantial implementation.” Still, taking
into account the deficiency of information on the performance of other countries in
English and its absence in Russian, a substantial part of data on the real progress in
the corporate governance in Indonesia and BRICS countries except for Russia may
be beyond this analysis. However, as follows from this article, Russia is quite active in
reforming its system of corporate governance, and real corporate governance environ-
ment in all selected for this study countries is not sufficiently friendly.
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Kak Poccus, gpyrue ctpanbl BPUKC n MUHooHe3nsa peanusytot
[MpUHUMNBI KOPNOPATUBHOIO ynpasneHus «pynnel ggaguarn» /
O3CP!

T.A. JlaHbLivHa

Jlanbmmna TaTbsiHa AleKCaHAPOBHA — HAay4YHBIN COTPYNHUK LIeHTpa 3KOHOMUYECKOro MOIEIMPOBAHUS
sHepreTuku u sxonornm UITOU PAHXul'C; nayuynsrit cotpynHuk LleHTpa oTpaciieBhIX HMcClienoBa-
Huit UCKPAH; Poccuiickas ®@enepauus, 119571, Mocksa, ipocn. Bepranckoro, 82, ctp. 1; E-mail:
lanshina@ranepa.ru

B cmamve nposeden anaruz umnaemenmayuu Ilpunyunose kopnopamuenoeo ynpagaenus «Ipynnot dsadyamu» / O9CP
Poccueii 6 cpasnenuu ¢ opyeumu cmpanamu bPUKC u Hnoonesueii. UznavanvHo 0annblit 0oKymeHm 0bia onyoauKo8an
ODCP 6 1999 . Ilocaeonss (mpemvsi) éepcus 6vina pazpabomana 6 2014—2015 ee. npu ywacmuu cmpan «Ipynnot
deaduyamu» u npunsma 6 Hos6pe 2015 e. Ha cammume <«Ipynner dsadyamu» ¢ Anmanve (Typyus). O6HOGAEHHbLI
dokymenm He npemepnen KAPOUHAAbHbIX UBMEHEHUI N0 CPAGHEHUI0 ¢ NpedblOyWUMU 8ePCUSMU, 00HAKO Menepb OH
BKAIOHAEM HEKOMOpble HOBble NOAONCEHUsl, BHeOpeHUe KOMOPbIX CMAn0 Heo0X00UMbIM nocae 2100aabH020 UHAHCO80-
aKoHOMUHecK020 kpu3suca 2008—2009 ee.

B uenmpe enumanus aemopa Haxodsamcs Oelicmeus GblOPAHHLIX 0451 UCCAE008AHUS CMPAH NO GHEOPeHUIo
noaoxcenuti [Ipunyunoe kopnopamuenoeo ynpaeaerus «Ipynner deéaduyamu» / OICP, a makoce peanvHvle UsMeHeHUs
6 smux cmpanax. Ilpu nposedenuu uccaedosanus 6Oviau yumenst pexomendauyuu ODCP no oyenke umniemenmayuu
NPUHYUNOB KOPNOPAMUBHO20 YNPAGAEHUs, 8 COOMBEMCMBULU C KOMOPbIMU UCCAe008amensim He caedyem 3a0Cmpsimb
GHUMAHUE HA OUeHKe KOAUu4ecmeeHHbIx nokazameneli. Beudy smoeo aemop denaem aKuyenm Ha Ka4yecmeeHHvIX Memoodax
AHAAU3a U HA CPABHUMENbHOM anause. Buiseneno, umo nauboavuiyio akmuenocms é cghepe umniemenmayuu OOKyMeHma
npossunu bpazuaus, Undonesus u Poccusi. B OAP u Kumae nabniwodanoce omcymcemeue umniemenmayuu, 8 Mnouu —
YaACMUUHAS UMNAEMEHMAYUSL.

Aemop ommeuaem, umo 6 Poccuu, necmomps nHa Haauuue 6046020 YUCAA CEUEMENbCME POPMANLHOO BHEOPEHUs
NPUHYUNOB KOPNOPAMUBHO20 YNPABAEHUs 8 NOCAEOHUE 200bl, PeanbHble YAYHULCHUS AGAAIOMCSA HE3HAYUMENbHLIMU. DmOo
Kacaemcs packpvimus uHgopmayuu (6 mom uucie OaHHbIX 0 J0X00ax MeHedxucepos), 2eHOePHO20 PA3HO0OPa3UsI COBENO08
dupexmopog, nogvluLeHUst 00AU HE3ABUCUMbIX OUupekmopos u m.o. [lomumo 3moeo, 045 poCCULCKUX KOMNAHUL XAPAKMEPHA
8bICOKAS KOHUEHMPAUUs Kanumana, u poab co8emos JupeKkmopos 6 peasbHoCmu 4acmo s6asemcs Auub QopmarbHol.
Tem He menee asmop npuceausaem Poccuu oyenky «cyuwecmeentas umnieMeHmayls», @ 0CHOGHOM 3a UHULUAMUBY, d He
3a pesynomam. Takoice, coenacho 6vl600am cmamol, AHAA02UHHBIE NPOOAEMbl HAOAOAOMCS U 8 OpYeUX UCCAe008AHHBIX
cmpauax.

KiroueBble ciioBa: KopriopaTuBHOE yripaBieHue; «[pymnmna neaguatu»; OOCP

Hna nutuposanus: JlanemuHa T.A. Kak Poccus, npyrue crpansl BPUKC n Mnnonesus peanusyior I[IpuHim-
bl KOprIopaTuBHOTO yrpasiueHus «[pynnsl nBaauarn» / OOCP // BecTHUK MeXIyHapOAHbIX opraHu3aruii. 2017.
T. 12. Ne 3. C. 137—159. DOI: 10.17323/1996-7845-2017-03-137

! CraTbs rTocTynmia B pegakiuio B suBape 2017 1.

HccienoBaHue BBITOMTHEHO B paMKax Hay4HO-MCCIIEI0BATENbCKOM PaOOThI FOCYAApCTBEHHOTO 3aJaHMs
PAHXuI'C «CpaBHuTenbHbli aHanu3 noaxonos ctpaH BPUKC u MHaoHe3uu K peaan3aluy MUHCTPYMEHTOB
OBCP» (2017 1.).
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