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Metro Pacific Investments Corporation continues to grow and improve 
its portfolio of companies by bringing its management expertise, 
innovation and best corporate governance practices to the delivery of 
public infrastructure.

Hand in hand with the government, we endeavour to transform, revive 
and fuel economic growth to uplift the quality of life of every Filipino.

We Invest. We Manage. We Transform.

www.mpic.com.ph
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Corporate Governance Asia has reached the 12-year milestone in its contribution to the professionalization 
of  corporate governance in Asia. In recent years around the world, corporate governance has developed and 
grow in importance. New theoretical insights have appeared. Company law has changed and corporate 
regulation been extended. Stock exchanges have increased their corporate governance disclosure requirements. 

But the most significant changes have been in board level practice. Responsibility for the governance of  
risk, which did not feature in early corporate governance codes, is now centre stage. Creating the company’s 
ethical culture, determining its strategy, setting its corporate social responsibility, and integrating economic, 
social, and environmental performance are increasingly recognized as part of  the boards’ corporate 
governance responsibilities. 

Other significant developments have occurred in corporate governance practices. Institutional investors 
and an investigative media increasingly challenge board-level decisions. Investor relation activities have 
increased in response. Growing concerns are being shown about business ethics, aggressive tax avoidance, 
alleged excessive executive remuneration, whistle-blowing, relations with auditors, and the proportion of  
women on boards (including ideas around the world on quotas).

It is apparent that no one ideal governance structure exists for all corporate entities. Many alternative 
structures can work in the appropriate context. Yet, despite all of  the commentary on governance structures 
- unitary or two-tier boards, the proportion of  outside directors, a lead independent director, defining 
director independence, the separation of  chairman and CEO, board committees, and the rest - the issue of  
effective governance is not really about structure, it is about process: not about procedures, but about people.

Governance involves a political process. Governing bodies need to ensure that the entity fulfils its 
mission and meets its aims, whether these are providing goods or services to satisfy markets, offering a 
social service to meet society’s needs, or fulfilling some other purpose. In the process, the entity may create 
wealth, provide employment, facilitate innovation, and contribute to society, not least by paying taxes. A 
successful governing body needs a cadre of  the competent. Respected leadership is a crucial driving force. 
Professionalism, with continuous personal development and learning, is fundamental. In future, governing 
bodies may have to be less rigid, less bounded, and more adaptable. That could lead to board styles that 
are transient, more flexible, and certainly less formal.

The growing significance of  Asia in world trade, the importance of  the financial markets of  Hong 
Kong and Singapore, and the dramatic effect of  China’s economic explosion emphasise the importance of  
the highest standards of  corporate governance throughout Asia. Corporate Governance Asia has played 
an important role in promoting such standards. The next twelve years promise to be just as eventful and 
important.
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Bob Tricker wrote the first book with the title ‘Corporate Governance,’ following five years research at Nuffield 
College, Oxford. He was Professor of  Finance at the University of  Hong Kong for many years, was founder/editor 
of  the journal ‘Corporate Governance – an international review’, and helped write the first Hong Kong Corporate 
Governance code. The third edition of  his book ‘Corporate Governance – principles, policies, and practices,’ which 
was published by the Oxford University Press in February 2015, explores many of  the above issues in depth (for 
more go to www.BobTricker.com).
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Premium brand – Solid foundations

Sun Hung Kai Properties Limited (SHKP) is one of the largest 
property companies in Asia.  It has a well-established corpo-

rate brand and has gained a world-renowned reputation for its 
top-quality developments.  

The company’s core business is property development for sale 
and investment.  It has a balanced income profile based primarily 
on residential sales and commercial rentals.  SHKP possesses a large 
land bank for future business development.  An important part of 
its prudent financial policies is to maintain abundant liquidity and 
low gearing.  The company has always received high credit ratings 
from Moody’s and Standard & Poor’s.  Apart from its complemen-
tary operations in the property related businesses including hotels, 
financial services, insurance and property management, SHKP also 
has investments in telecommunications, information technology, 
transportation, infrastructure and logistics.  These investments pro-
vide growing recurrent income to the company.

Good corporate governance has long been a cornerstone of 
SHKP’s business philosophy.  Managed by seasoned profession-
als who collectively formulate strategies to drive business forward 
for the best interests of the company, shareholders and employees, 
SHKP has received numerous international accolades over the years, 
which are the best testimony to its high standards of management 
and effective accountability mechanisms.

SHKP believes in “building homes with heart”, therefore it 
always puts customers first and strives for excellence in building 
premium properties, and it also continues to aim at staying innova-
tive. Hence, its reputation for quality is highly trusted by customers. 
SHKP is dedicated to building first-class devel-
opments in Hong Kong and on the Mainland.

SHKP is optimistic about the long-term 
  .dnalniaM eht dna gnoK gnoH rof stcepsorp

It has built some defining landmarks in Hong 
Kong.  SHKP’s latest jewel in the crown, the 

International Commerce Centre (ICC), is the tallest building in 
Hong Kong spanning Vicotoria Harbour.  It depicts the dazzling 
image of the Victoria Harbour Gateway together with the Interna-
tional Finance Centre (IFC), which is also one of the company’s fin-
est developments.  The company owns one of the biggest shopping 
centre networks in Hong Kong with malls strategically situated near 
to stations of the Mass Transit Railway, which helps them benefit 
from the high visitors flows.  

In addition, SHKP continues to adopt a selective and focused 
approach to invest in prime cities of the Mainland.  The Shanghai 
IFC, comprising grade-A office space, a deluxe shopping mall as well 
as a 5-star hotel, is a stunning new integrated complex wholly owned 
by the company.  The Shanghai ICC, another large integrated pro-
ject of SHKP, located in the busiest commercial area of Puxi, is easily 
recognised thanks to its innovative design that incorporates both the 
local metropolitan characteristics and many sustainability features.

SHKP is a good corporate citizen and dedicates its efforts to the 
community, the environment, education and charity.  The company 
places great emphasis on environmental protection and adheres to 
green principles in all aspects of its business, from planning and de-
sign to material sourcing, construction, landscaping and property 
management.

SHKP is confidently looking forward to a bright future with its 
commitment to quality and service.  Chairman and managing 
director Raymond Kwok says: “It takes vision to build a successful 
company and dedication to make it thrive.  Our vision is to cre-

  .ecnellecxe ot tnemtimmoc ruo tcefler taht stnempoleved ytilauq eta
SHKP is poised to capitalise on opportunities 
to grow and solidify our leading position.”

SHKP’s shares are listed on the Stock Ex-
change of Hong Kong and are traded over the 
counter in the United States in the form of 
American Depositary Receipts. ■

Recognised brand and reputation for quality set Sun Hung Kai Properties Limited apart
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Premium brand – Solid foundations

Sun Hung Kai Properties Limited (SHKP) is one of the largest 
property companies in Asia.  It has a well-established corpo-

rate brand and has gained a world-renowned reputation for its 
top-quality developments.  

The company’s core business is property development for sale 
and investment.  It has a balanced income profile based primarily 
on residential sales and commercial rentals.  SHKP possesses a large 
land bank for future business development.  An important part of 
its prudent financial policies is to maintain abundant liquidity and 
low gearing.  The company has always received high credit ratings 
from Moody’s and Standard & Poor’s.  Apart from its complemen-
tary operations in the property related businesses including hotels, 
financial services, insurance and property management, SHKP also 
has investments in telecommunications, information technology, 
transportation, infrastructure and logistics.  These investments pro-
vide growing recurrent income to the company.

Good corporate governance has long been a cornerstone of 
SHKP’s business philosophy.  Managed by seasoned profession-
als who collectively formulate strategies to drive business forward 
for the best interests of the company, shareholders and employees, 
SHKP has received numerous international accolades over the years, 
which are the best testimony to its high standards of management 
and effective accountability mechanisms.

SHKP believes in “building homes with heart”, therefore it 
always puts customers first and strives for excellence in building 
premium properties, and it also continues to aim at staying innova-
tive. Hence, its reputation for quality is highly trusted by customers. 
SHKP is dedicated to building first-class devel-
opments in Hong Kong and on the Mainland.

SHKP is optimistic about the long-term 
  .dnalniaM eht dna gnoK gnoH rof stcepsorp

It has built some defining landmarks in Hong 
Kong.  SHKP’s latest jewel in the crown, the 

International Commerce Centre (ICC), is the tallest building in 
Hong Kong spanning Vicotoria Harbour.  It depicts the dazzling 
image of the Victoria Harbour Gateway together with the Interna-
tional Finance Centre (IFC), which is also one of the company’s fin-
est developments.  The company owns one of the biggest shopping 
centre networks in Hong Kong with malls strategically situated near 
to stations of the Mass Transit Railway, which helps them benefit 
from the high visitors flows.  

In addition, SHKP continues to adopt a selective and focused 
approach to invest in prime cities of the Mainland.  The Shanghai 
IFC, comprising grade-A office space, a deluxe shopping mall as well 
as a 5-star hotel, is a stunning new integrated complex wholly owned 
by the company.  The Shanghai ICC, another large integrated pro-
ject of SHKP, located in the busiest commercial area of Puxi, is easily 
recognised thanks to its innovative design that incorporates both the 
local metropolitan characteristics and many sustainability features.

SHKP is a good corporate citizen and dedicates its efforts to the 
community, the environment, education and charity.  The company 
places great emphasis on environmental protection and adheres to 
green principles in all aspects of its business, from planning and de-
sign to material sourcing, construction, landscaping and property 
management.

SHKP is confidently looking forward to a bright future with its 
commitment to quality and service.  Chairman and managing 
director Raymond Kwok says: “It takes vision to build a successful 
company and dedication to make it thrive.  Our vision is to cre-

  .ecnellecxe ot tnemtimmoc ruo tcefler taht stnempoleved ytilauq eta
SHKP is poised to capitalise on opportunities 
to grow and solidify our leading position.”

SHKP’s shares are listed on the Stock Ex-
change of Hong Kong and are traded over the 
counter in the United States in the form of 
American Depositary Receipts. ■

Recognised brand and reputation for quality set Sun Hung Kai Properties Limited apart
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The Asian financial crisis of  1997-
1998 may now just be a distant past, 
but it will forever be etched in the 
corporate landscape in the region . 
The havouc that it unleased had ex-
posed the structural defects in several 
Asian companies that led to their 
demise and unprecedented bailouts 
undertaken by the global institutions 
to restore order in this part of  the 
world .

Through the years since then, 
there is no doubt that Asia has done 
a remarkable job in enhancing the 
standards of  corporate governance . 
This is manifested by the continuing 
inflows of  capital into the region from 
the global investors who are satisfied 
that Asian corporates are following 
the rules that are being practice else-
where in the world . Generally, there is 
a sense of  fair play and transparency 
in many facets of  the business activity .

Of  course, there are still occasional incidents of  
fraud that turned investors off, but the regulators are 
vigilant in policing the corporate ranks and weed out 
the misfits. The companies listed in their respective 
stock exchanges are expected to observe the principles 
of  their own Code of  Corporate Governance . They 
are expected to describe their corporate governance 
practices in their annual reports as meaningful and 
timely disclosures foster constructive dialogue between 
the company’s board of  directors and investors .

So from the regulators to companies across the 
region, corporate governance is a constant part of  the 
daily business activity . In Japan, the Sumitomo Mitsui 
Financial Group (SMFG) has taken steps to boost its 

corporate governance standards 
when it announced in March 2015 
that it will increase the number of  
outside directors on its board and 
outside corporate auditors in fiscal 
year 2015 . The group hopes to 
enhance corporate governance by 
accommodating various outside opin-
ions as it expands its businesses both 
at home and abroad .

In an announcement, SMFG and 
Sumitomo Mitsui Banking Corpora-
tion (SMBC) said the number of  out-
side directors and outside corporate 
auditors will be increased by a total 
of  eight, and take steps to further 
strengthen the supervisory functions 
of  the board as part of  their efforts 
to enhance and improve corporate 
governance with the aim of  further 
increasing managerial transparency 
and fairness, and increasing its corpo-

rate value over the medium to long term .
SMFG and SMBC consider outside directors 

and corporate auditors to be “representative of  their 
shareholders and other various stakeholders” . And in 
welcoming officers with broad ranging knowledge and 
rich experience from their activities in a number of  
different fields, they have seen these diverse perspectives 
reflected in management.

Currently, in the context of  changing business envi-
ronment, SMFG and its group of  companies have ad-
opted a 10-year vision of  becoming “a global financial 
group that, by earning the highest trust of  its customers, 
leads the growth of  Japan and the Asian region” .

In the past, SMFG and SMBC have elected a 
total of  six outside directors and corporate auditor to 

Corporate Governance Asia 2 .0
– Taking the high road to
international standards
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serve concurrently at both companies, but they have now decided 
to remove the concurrent service system and have each outside 
director or corporate auditor focus their efforts on one of  the two 
companies .

Over in the Philippines, the country’s central bank policy-mak-
ing body Monetary Board in February 2015 approved the revised 
guidelines on internal control and internal audit – raising the 
bar of  control standards for the central bank-supervised financial 
institutions . The guidelines complement the other central bank ini-
tiatives to further strengthen the quality of  governance 
in the industry and align existing regulations with 
international standards and best practices .

The guidelines feature the fundamental elements 
of  internal control, namely management oversight 
and control culture, risk recognition and assessment, 
control activities, information and communications, 
and monitoring activities and correcting deficiencies. 
These effectively broaden the regulatory expectations 
on internal control from previously being limited only 
to the implementation of  basic internal control activities 
to promoting share accountability of  the board and 
personnel at all levels in the control process .

The guidelines also cover the central bank’s expec-
tations on the internal audit function highlighting that 
its role is to both assess and complement operational 
management, risk management, compliance and other 
control functions . Financial institutions are generally 
allowed to outsource the internal audit function to have 
access to certain areas of  expertise or address resource 
constraints, provided that the scope of  audit will not 
include areas that are covered by the existing statues on 
deposit secrecy .

One of  the proponents of  good corporate gover-
nance in the Philippines is the Ayala group of  compa-
nies . In a keynote address in January this year at the 
Financial Executives of  the Philippines, the chairman 
of  Ayala Land Fernando Zobel de Ayala stressed that continued 
governance reform is necessary in the Philippines if  the country 
wants to maintain its growth momentum .

“Given where we are now as a country, it is imperative that the 
current momentum of  structural and governance reforms that the 
current administration has put in place be continued,” he said . “The 
highest standards of  governance must be maintained and reform 
measures must be continued in the next administration if  we want to 
sustain our growth momentum .”

Indeed, for Ayala Land good corporate governance is not just a 
slogan but an integral part of  its value system of  the company . It has 

called on its management and employees to redouble their efforts 
to adhere to corporate governance principles, which operationally 
include strict compliance to disclosure rules of  the Securities and 
Exchange Commission (SEC) and the Philippine Stock Exchange, 
conscious protection of  the rights of  minority shareholders and 
the prohibition of  conflict of  interest that could result in damaging 
insider trading, among others .

The SEC has been lobbying for tougher penalties on compa-
nies that fail to disclose complete and material information . The 

regulatory body has called for the strengthening of  the 
Securities Regulation Code to ensure timely, complete, 
understandable, fair and accurate disclosure in company 
filings.

In Hong Kong, news analysis from international 
law firm Freshfields Bruckhaus Deringer shows that the 
territory’s market regulator, the Securities and Futures 
Commission (SFC), substantially increased its enforce-
ment activity in 2014 . Based on the publicly available 
data, the analysis shows that the SFC has cumulatively 
issued 56% more disciplinary and criminal enforcement 
actions against companies and individuals than it issued 
during 2013 .

There was a total of  at least 128 enforcement 
actions in 2014, up from 82 in the previous year . The 
SFC continued to seek compensation or restoration 
orders from the courts . A total of  nine compensation or 
restoration orders were sought by the SFC or granted 
by the courts in 2014, involving sums totaling more 
than HK$2 billion .

Over in Singapore, it was announced in March this 
year that the Monetary Authority of  Singapore (MAS) 
and the Commercial Affairs Department (CAD) of  the 
Singapore Police Force will jointly investigate market 
misconduct offences such as insider trading and market 
manipulation effectively March 17. This arrangement 
will enhance the enforcement process as both agencies 

will collaborate from the outset, bringing about greater efficiency.
Previously, MAS and CAD have been investigating market 

misconduct offences independently, based on an initial assessment of  
whether the offence is likely to be a civil penalty or criminal prosecu-
tion case .

Under the new arrangement, MAS and CAD will consolidate 
their investigate resources and expertise, drawing significant synergies 
from MAS’ role as a financial regulator and CAD’s financial crime 
investigation and intelligence capabilities . The new arrangement also 
allows for greater coordination when formulating enforcement poli-
cies in the area of  market misconduct . n

=== “===

The guidelines 
feature the 

fundamental 
elements 

of internal 
control, namely 

management 
oversight and 

control culture, 
risk recognition 
and assessment, 
control activities, 
information and 

communications, 
and monitoring 

activities and 
correcting 

deficiencies.

=== ”===
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How is investor relations 
shaping the standards of  corporate 

governance at your company?

In today’s business environment, investor relations play a crucial role 
in corporate management, as IR is instrumental in providing timely 
disclosure of  our latest business developments to our shareholders 
and the wider investment community in general. This is particularly 
important for maintaining transparency and promoting a sense of  
integrity and trustworthiness, which are keys to the long-term sus-
tainable success of  a company. Thus, Melco is committed to deliver-
ing timely, effective and transparent communication with investors in 
order to attain the highest standards in corporate governance. 

Our efforts and high standards in investor relations have been 
recognized by respected organizations, including Corporate Gover-
nance Asia magazine, which has honored the Group with the “Best 
Investor Relations” award, our Group Chairman and Chief  Execu-
tive Officer, Mr. Lawrence Ho, as the “Best CEO” and our Group 
Finance Director Mr. Dennis Tam as “Best CFO,” the latter two in 
the realm of  investor relations. The Group has also won the Gold 
Prize in the Interactive Annual Report Category at the International 
ARC Awards, which acknowledges the Group’s success in providing 
shareholders a comprehensive report on the company’s activities and 
financial performance.

Lawrence Ho
Chairman and Chief  Executive Officer
Melco International Development Limited
Hong Kong
                                                           

Investor Relations (IR) remains a key pillar of  the Bank’s Corporate 
Governance standards through the promotion of  global best prac-
tices in transparency, disclosure and compliance requirements. 

This is consistent with IR’s strategy of  creating a better share-
holder interface and information accessibility among the Bank’s vari-
ous stakeholders. IR presents a balanced yet robust content about the 
Bank in its active engagement with the local/global investment com-
munity. As well, it apprises domestic and foreign investors through 
prompt dissemination of  material and relevant developments about 
the Bank. Further, IR continually enhances the Bank’s website for 
greater transparency and easy access.

In doing so, IR interplays with other units of  the Bank (i.e., 

Corsec, Comptrollership, Compliance, Marketing Communications, 
among others) and expects that the core CG principles of  account-
ability, fairness and transparency are likewise observed.  

BDO Unibank Inc
Philippines
                                                           

China Telecom believes that investor relations play a very important 
role in corporate governance and transparency. It includes a key 
strategic management responsibility that integrates finance, commu-
nication, marketing and securities law compliance to enable the most 
effective two-way communication between the company, the financial 
community, and other stakeholders, which ultimately contributes to the 
company’s securities achieving fair valuation. 

China Telecom strives to maintain a high level of  corporate gover-
nance and has inherited an excellent, prudent and efficient corporate 
governance style and continuously improves its corporate governance 
methodology, regulates its operations, improves its internal control 
mechanism, implements sound corporate governance and disclosure 
measures, and ensures that the Company’s operations are in line with 
the long-term interests of  the Company and its shareholders as a 
whole. 

Our persistent efforts in corporate governance have been widely 
recognised by the capital markets. We were accredited with a number 
of  awards and recognition in 2014, including being voted “No.1 Most 
Honoured Company in Asia” by Institutional Investor for two consec-
utive years, “No. 1 Best Managed Company in Asia” by Finance Asia 
for four consecutive years and also “Overall Best Managed Company 
in Asia” by Euromoney for five years in a row. In addition, we were 
awarded “The Best of  Asia – Icon on Corporate Governance” by 
Corporate Governance Asia.

We establish an Investor Relations Department, which is respon-
sible for providing shareholders, and investors with the necessary 
information, data and services in a timely manner. It also maintains 
proactive communications with shareholders, investors and other 
capital market participants so as to allow them to fully understand the 
operation and development of  the Company. 

The Company’s senior management presents the annual results 
and interim results in Hong Kong every year. Through various 
activities such as analyst meetings, press conferences, global investor 
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telephone conferences and investor road shows, the senior manage-
ment provides the capital markets and the media with important in-
formation and responds to key questions which are of  prime concerns 
to the investors. This has helped reinforce the understanding of  the 
Company’s business and the overall development of  the telecommuni-
cations industry in China.

Our investor relations website (www.chinatelecom-h.com) not only 
serves as an important channel for the Company to disseminate press 
releases and corporate information to investors and the capital market, 
but also plays a significant role in the Company’s valuation and our 
compliance with regulatory requirements for information disclosure. 

Wang Xiaochu
Chairman and CEO
China Telecom Corporation Limited 
China
                                                           

The Public Bank Group sees effective investor relations function as 
an essential prerequisite of  high standard of  corporate governance. 
The Group engages and interacts closely with shareholders, investors, 
analysts and the media. In line with the principles of  sound corporate 
governance, the Group embraces the practice of  two-way informa-
tion flow by adopting high level of  transparency and accountability in 
conveying corporate information to the investment community and 
other key stakeholders, as well as listening to the feedback from them.  
The Group’s adherence to the best practices of  investor relations has 
gained continued trust and confidence of  the investment community. 

To manage investor relations activities, the Public Bank Group has 
in place an investor relationship function that provides on-going en-
gagement with the investment community.  The Group pursues mul-
tiple channels to strengthen its relationship with shareholders and the 
general investing public. These include Public Bank’s annual report, 
half-yearly and annual briefings in conjunction with the release of  the 
Group’s financial results and timely press releases of  the Group’s latest 
business initiatives. The investment community is assured of  views and 
information on the Group are appropriate, accurate and timely. The 
Group’s continuous effort in cementing effective and transparent com-
munication with the investment community has been well recognised 
through various Investor Relations awards received over the years. 

Public Bank
Malaysia
                                                           

Transparency is a significant corporate governance principle, to ensure 
disclosure of  information to relevant parties.  The Board of  Directors 
of  PTT Public Company Limited (PTT) has thus established a policy 

for PTT to disclose both financial and non-financial information, 
in an adequate, accurate, reliable and timely manner, so that PTT’s 
shareholders and other stakeholders can receive such information with 
fairness and equitable treatment to support their decision-making.  In 
addition, PTT shall establish departments to be responsible for provid-
ing information to investors and the general public.

The Investor Relations Department has been the key representa-
tive agent of  PTT to reach and connect with institutional investors, 
creditors, securities analysts and shareholders.  PTT’s Investor Rela-
tions department takes responsibilities for disclosing essential infor-
mation and financial reporting which includes performance reports, 
financial statements and information reported to the Stock Exchange 
of  Thailand (SET), together with quarterly management discussion 
and analysis (MD&A) reports with updated performance and corpo-
rate directions.   These are disclosed to domestic and international 
shareholders fairly, regularly and thoroughly.

PTT regularly presents information to analysts, investors and 
employees at analysts’ meetings, roadshows, conference calls and 
conferences organized by various entities. PTT also holds joint activi-
ties with SET and other agencies to meet retail investors in such events 
like opportunity day and SET in the city. These helps investors to have 
more understanding on PTT, which can maximize the value of  the 
company’s shares. 

Consequently, the processes typically managed by Investor Rela-
tions Department improve the disclosure of  information, which is a 
key indicator of  operational transparency, which is crucial to building 
investor trust and a performance audit mechanism for PTT.  

Pailin Chuchottaworn 
President & Chief  Executive Officer 
PTT Public Company Limited
Thailand
                                                           

We are grateful to be honored as “Best IR Company” by Corporate 
Governance Magazine, which is an important acknowledgement to 
our efforts in improving investor relations work, as well as establishing 
public integrity and market reputation all these years. 

Bank of  China Limited (BOC), the most internationalized and 
diversified bank in China, fully understands the importance of  investor 
relations to the development of  the listing company. Investor relations, 
as the key content of  corporate governance, not only can help to boost 
the company’s market valuation, but also can support the management 
to timely receive suggestions from investors, which may enhance the 
company’s business management competence and strategy imple-
mentation ability. We always adhere to the principle of  “Transparent, 
Integrity, Responsible and Trustworthy” to enhance our IR works and 
to achieve mutual benefit for our company and investors.

We are dedicated to enrich diversified communication channels 
to improve the effectiveness of  communication. As a public company 
listed on both Shanghai and Hong Kong stock exchanges, we release 
financial results four times a year. The senior management grasps the 
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opportunities to enhance communication with the capital market. On 
average, we hold and attend over 150 meetings with investors and ana-
lysts from domestic and overseas institutions, increasing the investors’ 
understanding on our investment value. We also increase the commu-
nication through investor relations webpage, the telephone hotline and 
email, and proactively attempt to deliver information over new media.

We continuously improve our corporate governance level and pro-
tect the interest of  our investors. The annual shareholders’ meetings 
are held in Beijing and Hong Kong by real-time video link, allowing 
shareholders from both Chinese mainland and Hong Kong to attend 
in person. We also provide on-line voting system for A-share holders, 
to ensure that minority shareholders are properly informed and able 
to participate and make decisions. We constantly improve mechanisms 
for the smooth operations of  the board of  directors, information dis-
closure and stakeholder engagement, to support the constructive work 
of  the Board. We continue to promote the transparency to fulfill our 
responsibilities to the stakeholders including shareholders, customers, 
employees and society.

We are dedicated to improve the business management to increase 
the shareholders’ value. Since our IPO in 2006, RMB291.70 billion 
cash dividend had been paid out accumulatively, representing an aver-
age payout ratio of  39%, which is considerably above market average. 
In 2014, our business performance recorded further achievements 
and was widely recognized by our investors. Our A share and H share 
prices performed extraordinarily in 2014, leading most of  our peers. 
JP Morgan, UBS and other investment banks upgraded our ratings 
to “BUY”. Standard & Poor’s and Moody’s both upgraded our credit 
rating to the highest level among our domestic peers.

Year of  2015 will be a year with more opportunities for banks. We 
will keep developing our international business, enhancing our internal 
control, strengthening our Investor Relations and Corporate Gover-
nance performance, to fulfill our strategic goal as “Serving Society, 
Delivering Excellence”, and reward our investors and public. 

CHEN Siqing
Vice Chairman and President
Bank of  China Limited
China
                                                           

The relationship between effective investor relations and robust 
corporate governance lies at the heart of  the modern corporate 
landscape. Companies must conduct business in a manner that not 
only maximizes shareholder value, but also balances the interests of  
other stakeholders so as to achieve long-term sustainable value. The 
measure of  a successful modern company goes beyond its economic 
performance. It must also be gauged by its ability to maximize value 
for society by delivering positive social and environmental impact. In 
this context, CSR has become a focus of  stakeholder engagement, 
disclosure and dialogue. 

Henderson Land has always considered our social responsibilities 
to be a priority, placing our stakeholders at the heart of  everything we 

do and being accountable to them. Understanding their issues and 
acting on them transparently and with utmost integrity is fundamental 
to the way we conduct our business. Engagement also ensures that our 
ongoing sustainability and CSR objectives remain on track and that 
we pursue appropriate future strategies. 

Our pursuit of  best practices in corporate social responsibility at 
all levels of  our operations undoubtedly continues to contribute to 
the growth and success of  the company. Whether through carefully 
designed projects, close cooperation with our supply chain partners, or 
our many long-term community initiatives in Hong Kong and on the 
mainland, Henderson Land’s approach centres around investing in a 
sustainable future. 

As one of  the first developers to apply internationally recognised 
green building standards and adopt new sustainable building technolo-
gies, we have been at the forefront of  green building in Hong Kong 
and the company has been honoured with many major green awards. 
We have assembled an extensive team of  professional green building 
specialists across our operations and we ardently support environ-
mental education and the promotion of  industry best practices and 
standards. 

Our community investment activities are targeted at core areas 
that matter to society such as poverty relief, youth development, 
environmental education, social enterprise, and art and culture. We 
have established meaningful long-term partnerships with community 
bodies to delivering innovative projects and initiatives that are creating 
positive change. 

Within the company, we have cultivated a caring culture and 
continue to invest in our staff and their skills, while encouraging them 
to be proactive in CSR. Volunteering has become ingrained in our 
corporate culture. 

Looking to the future, innovation is important to the further 
development and acceptance of  corporate social responsibility and 
environmental responsibility in Asia. Just as Henderson Land is con-
stantly evaluating our approach to determine ways to do things better 
and more effectively, we believe the best companies of  tomorrow will 
be those that set themselves ambitious CSR goals. 

Martin Lee 
Vice Chairman 
Henderson Land Development Company Limited 
Hong Kong
                                                           

2014年，在易会满副董事长、行长的带领下，工商银行管理层积
极落实董事会制定的发展战略，根据复杂多变的国内外市场环
境，灵活调整和不断完善经营策略措施，紧紧围绕实体经济发
展需要，不断改善金融服务，持续推动改革创新和经营转型，
业绩持续稳健增长，充分展现了优异的长期投资价值。与此同
时，坚持主动、专业、高效服务投资者，保障投资者合法权
益，推进公司价值可持续提升；坚守为广大股东持续创造良好
投资回报的工作理念，不断提升投资者关系服务工作水平。截
至2014年12月末，工商银行市值达2591亿美元，为全球市值第二
大银行。
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In 2014, under the leadership of  Vice Chairman Yi Huiman and 
President, the Management of  ICBC proactively implemented the 
development strategy prepared by the Board of  Directors, flexibly 
adjusted and continuously improved operating strategies and measures 
based on complicated and volatile market environment at home and 
abroad. Closely following development needs of  the real economy, the 
Management constantly perfected financial services and carried for-
ward the reform, innovation and operating transformation, resulting 
in persistent and steady growth in performance and fully displaying 
prominent long-term investment values. Meanwhile, the Manage-
ment continuously improved investor relations services following the 
principle of  serving investors in a proactive, professional and efficient 
manner, safeguarding investors’ legitimate rights and interests, while 
promoting continuous improvement of  corporate value and generat-
ing good return to shareholders. As at the end of  December 2014, 
ICBC achieved market value of  USD259.1 billion, ranking the second 
place around the world in banking sector in terms of  market value. 

Yi Huiman
Vice Chairman and President  
ICBC 
China
                                                           

Corporate governance and sustainable development are intertwined, 
with the latter playing an instrumental role in shaping the success of  
good governance. This notion of  sustainability is prominently embed-
ded in Hang Lung’s structures and culture for more than half  a cen-
tury ago. Hang Lung pursues high level of  transparency in corporate 
governance that serve the best long-term interests of  our stakeholders.

At Hang Lung, we believe that measuring up to our own meticu-
lous standard is the best way to ensure We Do It Right. This motto 
shows how the Company expresses the concept of  a high level of  
corporate governance in a few simple words. Under the We Do It 
Right corporate culture, quality buildings are constructed, high ethi-
cal standards are attained plus zero-tolerance policy is accompanied 
throughout the operations. 

We set ourselves high standards of  corporate governance which 
goes beyond regulatory requirements. Effective corporate governance 
requires more than just compliance with legislative and regulatory re-
quirements but commands a broader scope to cover the relationships 
among the many stakeholders involved and the goals for which a cor-
poration is governed. It must evolve and adapt to fit an ever-changing 
business environment and society’s increasing expectations.

We fully understand that how we act and what we do now will 
impact the sustainability of  our business and communities in the 
future. We take a long-term ownership view of  our investment port-
folio, building and maintaining environmentally efficient properties 
with the utmost foresight in order to bring sustainable growth to the 
Company and to the cities we invest in.

We endeavor to ensure the community’s voice is incorporated in 
our decision process. We carefully consider the impact our business 

has on the local community throughout the lifecycle of  our build-
ings. We believe in working closely with local partners to enhance 
the positive contributions we can make to the development of  the 
community. 

 Hang Lung is committed to maintain the highest and most 
rigorous standards of  corporate governance to earn the confidence 
of  our stakeholders as a whole. We Do It Right, and this will be an 
added competitive advantage for us to excel in the marketplace. 

Philip N. L. Chen
Managing Director
Hang Lung Properties Limited
Hong Kong
                                                           

It’s safe to say that the relationship between corporate governance 
and investor relations has grown increasingly intimate in recent 
years, particularly under pressure from European investors who 
have historically led the way in transforming traditional relation-
ships and traditional ways of  doing things. As strong corporate 
governance has grown increasingly crucial to successful investor 
relations practices, we have seen the rise of  CSR advisory busi-
nesses who help fund managers decide which investments have 
been naughty and which have been nice. These circumstances quite 
decisively thrust the IR function to the front in establishing CSR 
norms and carrying out CSR practices. In all, good investor rela-
tions acts as a force for good corporate governance, and that’s good 
for society.

First Pacific Company Limited
Hong Kong
                                                           

“China Overseas Land and Investment Limited persists in uphold-
ing the highest standards of  the capital market and industry, actively 
boosting the information disclosure and work quality of  investor re-
lations.  Our management values productive exchange and effective 
communication with shareholders and the investment community.  
We are responsive to enquiries and open to suggestions.  We strive to 
continuously improve corporate governance standards, increase the 
transparency of  information, and strengthen our ability to deliver 
value to shareholders.”

Hao Jian Min
Chairman and Chief  Executive Officer
China Overseas Land and Investment Limited
China
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Meralco (the Company) recognizes the vital role of  raising corporate 
governance standards in the international visibility and investment 
prospects of  the Company. A plethora of  business cases attest to the 
maxim that poor and fraudulent governance result in loss of  investors 
and profitability. 

The Company is a frontrunner in the establishment of  a set of  
lofty corporate governance standards to engage, retain and at-
tract more investors to the Company. The Company participates in 
corporate governance scorecard assessments to evaluate objectively 
the Company’s strengths and weaknesses in the areas of: a) rights and 
equitable treatment of  investors and shareholders; b) role of  stakehold-
ers; c) disclosure and transparency; and d) the responsibilities of  the 
Board. The assessment results provide the Company with useful guid-
ance in initiating reforms in the current corporate governance stan-
dards. The pursuit of  these higher corporate governance standards is 
in line with the vision of  growth of  investment capital flows not only to 
the Company but also and more importantly, to the country.

Building the Company as a company with high standards of  gov-
ernance requires strong and continuing collaboration with investors, 
capital market regulators, industry players and independent corporate 
governance experts. The Company is dedicated to allotting resources 
towards building awareness and ultimately, building a culture of  fair-
ness, accountability, integrity and transparency across the ranks and 
from top to bottom.

The Company ultimately aims to raise the standards of  corporate 
governance to be at par with, if  not exceed, its counterpart pub-
licly listed companies (PLCs) in the ASEAN region. In an era when 
ASEAN PLCs are commencing to establish regional footprint, the 
underlying principle is for the convergence to facilitate cross border in-
vestor relations, operations and help companies expand their markets 
within the ASEAN region.

In envisioning the future and sustainability of  the Company, and 
in line with the spirit of  integration espoused by the ASEAN Eco-
nomic Community, alignment of  the various interests of  investors, 
PLCs and stakeholders is imperative. The unwavering commitment of  
all parties is equally crucial to ensure that the Company reaches its full, 
international potential – to be a world class company and the service 
provider of  choice while fulfilling the Company’s mandate of  provid-
ing our customers and stakeholders the best value in energy, products, 
services and returns.

High corporate governance standards yield and attract high 
investments, which in turn translate to economic progress from within 
the Company and beyond. High corporate governance standards are 
believed to prove that what is ethically espoused is economically sound. 

Oscar S. Reyes
President and CEO
Meralco 
Philippines
                                                           

Investor relations is essential to ANTA Sports Products Limited (the 
“Company”), and allows the Company to maintain close contact with 
its shareholders and investors and keeps them well informed of  the 
Company’s business developments.  We recognise the value and impor-
tance of  meeting high corporate governance standards to enhance cor-
porate performance, transparency and accountability. We understand 
that effective communication with shareholders and the investment 
community and fair information disclosure in a timely manner through 
multiple and accessible channels not only give us credibility, but also 
facilitate the flow of  constructive feedback and ideas that support our 
future development.

Besides annual reports, interim reports and announcements provid-
ing up-to-date information on the Company, we facilitate communica-
tion with our shareholders and the investment community and answer 
their enquiries through results announcement presentations, confer-
ence calls, meetings and non-deal roadshows. The Company has held 
reverse roadshows such as headquarter visits, trade fair visits and store 
visits, and has also given them a better understanding of  its business 
development and operations.

The Company has also launched a user-friendly investor relations 
website (http://ir.anta.com) to keep its shareholders and investors 
updated on its business developments. The Company not only an-
nounces its financial results and holds AGMs without delay, but also 
uploads a vast array of  relevant information such as annual and interim 
reports, press releases, announcements and webcast presentations onto 
its investor relations website. To stay abreast of  the rapid development 
of  mobile communications, the Company has also developed a mobile 
version of  the investor relations website (http://m.ir.anta.com) for 
smart phone users as an additional channel to provide easy access to its 
information.

Meanwhile, the Company continuously updates the Board of  Di-
rectors on the latest developments regarding the Listing Rules and other 
applicable regulatory requirements so as to ensure compliance and to 
enhance their awareness of  good corporate governance practices. 

This award is an accolade to the entire IR team and recognizes 
their efforts in their continuous pursuit of  and commitment to best 
practices in investor relations. The IR team of  the Company will 
continue to be committed to the highest standards of  corporate gover-
nance that emphasize stringent disclosure practices and transparency 
and accountability to all stakeholders, including shareholders, investors, 
analysts, media, consumers, and the general public. 

Anta Sports Products Limited
China
                                                           

The management of  COSCO International believes that good inves-
tor relations work is crucial for excellent corporate governance. The 
IR officer is responsible for setting up a bridge between the Company 
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and shareholders. Through this bridge, COSCO International not 
only provides up-to-date and complete corporate information for 
shareholders and investors to enhance their understanding of  the 
Company and enable them to make proper investment valuation, but 
also collects shareholders’ opinions and recommendations as valuable 
references for future decision making and continued improvement of  
corporate governance.

Cosco International Holdings Ltd
China
                                                           

Effective investor relations is good corporate governance.  For this 
reason, investor relations is of  significant importance because it is 
reflective of  the kind of  governance that the company has.

Written into RCBC’s investor relations policies and programs are 
the core principles of  corporate governance, namely:  transparency, 
accountability, and fairness.  Also embedded therein is the fiduciary 
nature of  banking that requires the highest standards of  integrity and 
performance.  RCBC’s corporate governance manual mandates that 
the bank shall be adequately transparent to its shareholders and other 
stakeholders to provide them with key information necessary to assess 
the effectiveness of  the Board and senior management.  The Bank 
ensures the disclosure of  relevant and useful information that sup-
ports key areas of  corporate governance, e.g. board practices, senior 
management, risk management and internal controls, compensation, 
disclosure and transparency, and is proportionate to the bank’s size, 
complexity, structure, economic significance and risk profile.  

How are these operationalized?  When the ASEAN Corporate 
Governance Scorecard was launched, and as regulations incorpo-
rated international best practices, so too, RCBC has been moving 
from compliance-based policies and procedures to international 
best practices.  Transparency as a core principle and as a trend has 
been pivotal in paving the way for investor relations enhancements 
in RCBC.  The bank has made information easily available and 
readily accessible.  RCBC’s website has been made user-friendly and 
now has a page specifically dedicated for Investor Relations, with a 
dedicated email address for investor relations-related queries and/
or concerns, apart from customer contact center hotlines dedicated 
to handle customer concerns.    Reporting in the Annual Report has 
been strengthened to cover more comprehensive financial and non-
financial reporting.           

Expectedly, as we draw nearer to ASEAN integration, increased 
stakeholder participation and regulatory changes will make investor 
relations, and consequently, corporate governance issues, more chal-
lenging.  RCBC however remains committed to raising the standards 
of  corporate governance to be at par with its peers in Asia and across 
the globe.

RCBC
Philippines
                                                           

Intouch believes in a good corporate governance system that will be a 
part of  a sustainable development. The board respects the sharehold-
ers’ right and has a duty to protect a benefits of  every shareholder 
equitably, regardless of  whether they are a retail, foreign, institutional 
or major shareholders. The equitable treatment and fair disclosure for 
all stakeholders are the key factors in maximizing the economic value 
of  the company and increasing the sustainable long-term return on 
investment to its shareholders. This is an essential rule of  what our in-
vestor relation team follows all along and the team consistently reports 
the shareholders’ feedback and recommendations to the company’s 
management in order to improve our corporate governance system.

Somprasong Boonyachai
President and CEO
Intouch Holdings PCL
Thailand
                                                           

The change of  listing rule on corporate governance act made in 2012 
makes great strides in establishing a better framework of  corporate 
governance. Despite some listed companies in Hong Kong may find 
the change of  Code on Corporate Governance Practices challenging, 
we see this is a worthy opportunity to take the standard of  corporate 
governance to the next level. We believe the improvements in corpo-
rate disclosure will no doubt strengthen Hong Kong’s leading role as a 
major international centre.

Although a number of  listing rules and guidelines have already 
been adopted to improve Hong Kong corporate governance standard, 
we see there’s still room for improvement in terms of  protecting the 
rights of  minority shareholders and public disclosures.

Thomas Yuk Tung  LIU 
CFO
TCL Communication Technology Holdings Ltd
China
                                                           

Upholding high standards of  corporate governance is the foundation 
of  our business success and it is central to our sustainable develop-
ment. At Li & Fung, we see investor relations as one of  the key pillars 
of  good corporate governance and we strive to maintain open, two-
way communication with the investment community. We do this by 
providing investors with important information in a timely manner 
through multiple channels including one-on-one meetings and confer-
ence calls, email updates and participation in investment conferences 
and non-deal road shows in Hong Kong and around the world. 
Together with my senior management team, we find opportunities to 
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meet with investors and analysts to share updates on our business, ex-
change market insights and ensure we are doing our part to help the 
investment community gain a deeper understanding of  our business 
model. The annual general meeting is another platform that allows 
shareholders to directly engage with our senior management and the 
Board of  Directors. To address the wider investment community, our 
award-winning website (which was revamped in 2014) has a dedicated 
‘Investors’ section where useful information can be easily accessed, 
such as stock exchange announcements and circulars, annual reports 
and presentations from past earnings and more.  

We are pleased that our perseverance in upholding good corpo-
rate governance has earned the recognition and confidence of  the 
investment community. Going forward, we will continue to raise the 
bar on corporate governance through enhanced communication with 
the investment community.

Spencer Fung
Group Chief  Executive Officer 
Li & Fung Limited
Hong Kong
                                                           

We believe that sound corporate governance is the foundation of  a 
company’s sustainability. In investors relations, we are dedicated to 
keep investment community informed of  the Company’s business 
activities fairly, transparently and in real-time.

We set up investor relations department to serve the needs of  
communication with institutional investors. The team regularly or-
ganizes investor conferences, participates in seminars and roadshows 
to communicate Fubon’s operating performance, financial results, 
strategic development and direction with investment community pro-
actively. In our daily business, we respond to investors and analysts’ 
inquiry in a timely manner. The team did over 200 meetings and 650 
calls in 2014. With an easy and friendly access, the department is the 
channel for investors to communicate with the company in real-time.  

A fair and transparent approach to mange company disclosure is 
shown in our daily operation. One example is our practice in monthly 
earning release. A general market practice in Taiwan is to disclose 
bottom-line figures to fulfill regulatory requirement. In Fubon’s case, 
we not only follow the practice of  posting the information on stock 
exchange website. Additionally, we prepare documents to highlight 
key aspects of  the company’s performance of  the month. The infor-
mation is disseminated through company website in both Chinese 
and English to ensure fair disclosure. Similarly, all IR presentation 
materials and IR website information provides both Chinese and 
English versions to ensure fair disclosure. We constantly review the 
webpage content to ensure sufficiency of  information disclosure. 
Website visitors in the IR section increased by around 30% in 2014 
compared to a year ago. 

Another role investor relations team plays in the corporate 
governance practice is to provide investor feedback to the company 
management. Forms of  feedback can be in a formal meeting presen-
tation to the senior executives, and in emails to circulate internally 

in real time. Feedback from investors can be valuable to improve the 
company’s operation and strategic directions. 

Fubon Financial Holdings has earned recognition and praise of  
international investors for its efforts in building up investor relations 
platform. We will endeavor to pursue best practice in corporate gover-
nance with fairly, timely and transparent approach to serve institu-
tional investors world-wide. 

Fubon Financial Holding Co Ltd
Taiwan
                                                           

At the Bank of  Ayudhya (Krungsri), corporate governance is an all-
embracing adherence which permeates throughout our organization. 
Our good governance principles are based on integrity, transpar-
ency, fairness and accountability, and are aimed to protect as well as 
enhance the interests of  all stakeholders. 

Under our corporate governance undertakings, investor relations 
play a critical role, particularly on disclosure of  information and trans-
parency.  Investor Relations functions are instrumental in providing 
timely updates of  the latest financial and non-financial information, 
business development, and strategy in keeping shareholders and other 
stakeholders fully informed of  the corporate actions.  It is our core 
policy to safeguard standards for excellence in investor communica-
tions as well as the organization’s commitment to good corporate 
governance.  

Today, investors increasingly view corporate governance as one 
of  the key elements when they make an investment decision.  At 
Krungsri, in addition to providing information to external stakehold-
ers, investor relations function also entails proactively communicating 
feedbacks and expectations from the investment community to the 
Board of  Directors and management.  This results in responsible 
business undertakings and helps elevate overall level of  corporate gov-
ernance standards of  Krungsri to the benefits of  investors and other 
stakeholders.  

Noriaki Goto
CEO 
Bank of  Ayudhya
Thailand
                                                           

The term corporate governance stands for responsible corporate 
management and control geared to long-term value creation. The 
corporate governance framework of  COSCO Pacific aims to ensure 
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that the highest standards of  corporate conduct are in place 
within the Company and places great importance on corporate 
governance processes and systems so as to achieve its corporate 
objectives, ensure greater transparency and protect shareholders’ 
interests.

We believe that good corporate governance results from sound 
processes that ensure that our Directors are well supported by 
accurate and timely information, sufficient time and resources and 
unrestricted access to management. The business judgment of  the 
Board must be exercised independently and in the long-term inter-
ests of  our shareholders. Efficient cooperation between the Board 
and the management, respect for shareholder interests, openness 
and transparency of  corporate communications are key aspects of  
good corporate governance. 

COSCO Pacific has always regarded investor relations as an 
important aspect of  corporate governance. Effective communica-
tion through investor relations is one of  the keys for upholding high 
standard of  corporate governance. Such as, our investor relations 
team aims to provide an efficient two-way communication channel 
between senior management and investors. Our dedicated investor 
relations team supports designated executive directors and senior 
management in maintaining regular dialogue with institutional in-
vestors and analysts to keep them abreast of  the Company’s devel-
opment and in attending to any queries promptly. The Company 
has established a Shareholders’ Communication Policy and reviews 
the policy from time to time to ensure its effectiveness. An open 
communications channel is maintained with the media, analysts 
and fund managers through one-on-one meetings, roadshows and 
conferences. 

In addition, high corporate transparency through efficient 
investor relations is another key for upholding high standard of  
corporate governance. The Company believes regular and timely 
communication with shareholders forms part of  the Company’s ef-
fort to help shareholders understand its business better. We release 
accurate information in a timely manner, according to standards 
higher than those of  the disclosure regulations governing the Com-
pany’s listing. 

To increase corporate transparency, in addition to announc-
ing our business results voluntarily on a quarterly basis as usual, 
in 2015 we will publish our first corporate social responsibility 
report, giving stakeholders a more comprehensive understanding 
of  the Group’s operations, and further improving the Company’s 
governance.  

The Company believes that commitment to good corporate 
governance is essential to the sustainability of  the Company’s busi-
nesses and performances. Effective and efficient investor relations 
are the key to uphold high corporate governance standard.

QIU Jinguang
Vice Chairman of  the Board and Managing Director, Executive Director
COSCO Pacific Limited
China
                                                           

We understand that good governance is key to developing investor 
confidence. The investing public should be able to make investment 
decisions based on factual and relevant information, as provided by the 
company. 

The important role of  Investor Relations in Corporate Gover-
nance is to ensure that information provided to the investing com-
munity—whether through research analysts, brokers or institutional 
investors—are timely, factual and consistent. 

To this end, we continue to proactively engage analysts and 
investors in order to communicate to them our performance results 
and any relevant company developments, through investor briefings, 
one-on-one meetings, conferences, and road shows. We also work with 
different departments within San Miguel to ensure that disclosures are 
immediately made available to the public. 

Ramon S. Ang 
Vice Chairman, President and COO 
San Miguel Corporation
Philippines
                                                           

CNOOC Limited is committed to delivering value for our sharehold-
ers and stakeholders through effective communications and informa-
tion disclosure. The investor relations function of  CNOOC Limited 
plays a vital role in integrating finance, communications, and securities 
law compliance to enable the most effective and proactive two-way 
communications between the Company and the investing commu-
nity at large. This strengthens the Company’s corporate governance 
by ensuring a high level of  transparency and effective information 
disclosure.

Of  late, more rigid reporting and disclosure requirements also 
demand a more active investor relations role in corporate governance, 
which could better support the decision-making process. Our investor 
relations team works closely with senior executives and the board of  
directors to give them insights into capital markets and shareholders, 
to facilitate the Board’s decision-making process. The investor relations 
function has grown in prominence and become a more formal part of  
corporate governance.

Li Fanrong
CEO and President
CNOOC 
China
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Esprit believes effective communication with shareholders would 
strengthen our commitment in high standard practice of  corporate 
governance, which will translate into long-term value and ultimately 
maximizing returns to shareholders. 

Esprit Corporate Governance Code was adopted by the board 
of  directors of  the Company aiming at providing greater transpar-
ency, quality of  disclosure as well as more effective risk management 
and internal control. Correspondingly, the Company has adopted 
a shareholders communication policy to ensure that shareholders, 
and in appropriate circumstances, the investment community at 
large, are provided with ready, equal and timely access to balanced 
and understandable information about the Company (including its 
financial performance, strategic goals and plans, material develop-
ments, governance and risk profile), in order to enable shareholders to 
exercise their rights in an informed manner, and to allow shareholders 
and the investment community to engage actively with the Company. 
Maintaining a two-way communication with shareholders is one of  
the main goals. 

Our professional practice in investor relations programs echoes 
and reinforces the Board’s primary role to protect and enhance long-
term shareholders’ value. Esprit is committed to a timely disclosure 
of  information as a mean to further increase the transparency of  the 
Company and as a commitment to heighten our high standard and 
consistent practice of  corporate governance. Latest information of  the 
Company including annual and interim reports, announcements and 
press releases, presentations, and webcasts are updated on Esprit’s In-
vestor relations website (www.espritholdings.com) in a timely manner. 
To ensure our investors have a good understanding of  the Company, 
our management engages in a pro-active investor relations program. 
Our Group Chief  Financial Officer and Investor Relations Depart-
ment communicate with research analysts and institutional investors 
in an on-going manner. In addition, our Chief  Executive Officer and 
Chief  Financial Officer meet with research analysts and the press 
after our results announcements, attend major investors’ conferences 
and participate in international non-deal roadshows to communicate 
the Company’s financial performance and global business strategy. 
In addition to its investors, the Company is concerned about other 
stakeholders and for years has factored in corporate social responsibil-
ity into every business decision. 

Thomas Tang
Executive Director and Group CFO
Esprit Holdings Ltd
Hong Kong
                                                           

• At Mah Sing, we recognise and value the importance of  effective 
and clear communication to its shareholders as well as to potential 

investors and the public. We are fully committed to ensuring the 
highest standards of  transparency and accountability in the disclo-
sure of  pertinent information relating to the Group. 

• Our Investor Relations (IR) team together with our Corporate 
Communications team actively engages with research analysts, 
fund managers, shareholders, financiers and media to convey 
the Group’s strategies, and management’s execution plans to the 
investment community.  Further to this, the team will also provide 
periodical updates on the Group’s performance. 

• The forms of  engagements include briefing sessions and site visits 
as well as participation in non-deal investment road shows, one-on-
one meetings and press conferences with the media. The Group’s 
top management which includes the Group Managing Director/ 
Group Chief  Executive and/ or Executive Directors also takes an 
active role in engaging our stakeholders through their participation 
in the IR programme. During the financial year, the Company 
met 428 members of  the investment community.

• Other effective channels of  communication employed by the 
Group include making timely and informative disclosures in 
interim and full year financial results announcements, Annual 
Report and other announcements to Bursa Securities on relevant 
transactions undertaken by the Group.

• Mah Sing’s IR team also gathers feedback from investors. The 
Company will then consider whether is there a need to make 
any adjustments to the current policy, strategy and execution for 
further improvements based on the feedback gathered. 

• We believe that the high-frequency of  2-way communications 
between the organisation and the investment community will im-
prove transparency and further strengthen Mah Sing’s corporate 
governance. 

• Additionally, the Group believes that timely releases of  financial 
information and updates on other developments are important to 
enable shareholders and the general public to receive information 
on the performance and prospects of  the Group on a regular ba-
sis. Shareholders, investors and members of  the public are able to 
access such announcements on Bursa Securities’ website at www.
bursamalaysia.com and other information via the Company’s 
website at www.mahsing.com.my. The summary of  interim results 
is also published in at least one (1) national newspaper.

Tan Sri Dato’ Sri Leong Hoy Kum
Group Managing Director cum Group Chief  Executive
Mah Sing Group Berhad’s
Malaysia
                                                           

As a leading retail chain in Mainland China, New World Department 
Store China Limited (“NWDS” or the “Group”) has been striving in 
maintaining a seamless two-way communication with our investors. 
Fruitful comments and feedbacks provided by investors on the Group’s 
operations during the exchanges always motivates the management to 
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sharp up the standards of  our corporate governance in order to live up 
with their and the society’s ever-changing expectations. Maintaining 
good corporate governance, including providing greater transparency 
and reliability of  the Group, is our priority to safeguard the interests of  
shareholders and stakeholders. 

Nowadays, more investors attach importance to the triple bottom 
line, the financial, social, and environmental effects of  a company’s 
policies and actions, in determining its viability as a sustainable organi-
zation. Some investors even go an extra mile to adopt socially respon-
sible investment approach and only invest in sustainability companies. 
NWDS is at the forefront in this regard and has made progressive 
achievements in fulfilling corporate social responsibility (“CSR”) over 
the years. Back in February 2010, we established an inter-departmen-
tal NWDS Environmental Committee to formulate green policies and 
guidelines of  the Group. In March 2012, the Environmental Commit-
tee was upgraded and renamed as the NWDS Sustainability Steering 
Committee to formulate more comprehensive sustainability policies. 
In April 2013, the Group set up NWDS Volunteer Team to encourage 
employees to take part in volunteering.  

The proven track record and dedication of  the American and 
European companies in promoting corporate social responsibility and 
environmental responsibility inspires its Asian counterparts. In recent 
years, more Asian companies have started to embed CSR culture 
in their business thanks to the improving corporate CSR landscape 
and tightening regulatory requirements, for instance, Hong Kong 
Exchanges and Clearing Ltd. plans to upgrade the obligation level 
for environmental, social and governance reporting to “comply or 
explain” for listed companies in 2015.

In December 2014, the Group made an advanced move to publish 
its first standalone sustainability report to share the initiatives taken 
in community services, environmental protection, staff benefits and 
development and operating practices in FY2014 with our stakehold-
ers. Comments and suggestions collected from our stakeholders during 
the course of  report preparation will be taken into consideration when 
formulating the Group’s CSR policies in future. Looking ahead, we 
pledge to carry on our efforts in promote community development and 
environmental protection while striving to provide reasonable returns 
to our investors. 

Cheung Fai-Yet, Philip
Managing Director and Executive Director
New World Department Store China Limited 
Hong Kong
                                                           

At PTTEP, we believe that to achieve substantial growth, prosperity, 
stability, sustainable development and pride is through our strong com-
mitment towards good corporate governance. Corporate Governance 
provides transparency and monitoring system as well as fosters positive 
relationship between PTTEP and all stakeholders. Investor Rela-

tions is one of  the key functions that involves shaping up the standards 
of  corporate governance especially on Information Disclosure and 
Transparency. Over the past several years, we put enormous amount 
of  effort to improve the outreach and quality of  communication to our 
stakeholders and strengthen the investor relations (IR) team to meet the 
new heights of  investors’ standards.

Information disclosure and transparency is one of  the essential ele-
ments of  corporate governance as it is a channel for the public to access 
the company’s information.  Hence, IR is committed to a disciplined 
set of  conducts to ensure that information is available to the analysts, 
shareholders, retail and institutional investors and the general public on 
equitable access with utmost timeliness, transparency and accuracy.  For 
instance, in addition to quarterly analyst meeting, PTTEP also put up 
a webcast and transcript of  the meeting on our website. IR also hosts a 
quarterly conference call right after the financial results are announced.  
During the same period, IR participates in a retail investor event, 
organized by the Stock Exchange of  Thailand (SET), to explain the 
financial results.  Moreover, IR discloses the team’s contact information 
for better accessibility on inquiries from the general public.

Not only is IR responsible for providing information in a timely, 
accurate and transparent manner, but also accountable for collecting 
feedback and comments from the analysts and investors.  IR reports the 
feedback from its stakeholders to the company management and the 
Board of  Directors on a monthly basis, which is valuable to enhance 
the internal corporate governance practice, communication and work 
processes within our company.   As our institutional investors are based 
both in Thailand and around the world such as in the United States of  
America, the United Kingdom, Europe, Hong Kong and Singapore, 
we believe that PTTEP will be able to maintain high standards of  
corporate governance and continue to enhance our standards in order 
to achieve international best practice.

Tevin Vongvanich
President and Chief  Executive Officer
PTT Exploration and Production Public Company Limited
Thailand
                                                           

Nowadays, Environmental, Social and Corporate Governance (ESG) 
have become more important to investors. At the same time, many 
institutions set ESG as criteria for investment decision. In this regard, as 
one of  global leading companies, PTT Global Chemical Public Com-
pany Limited (“PTTGC”) places high importance on Good Corporate 
Governance with the strong belief  in long-term sustainable business op-
erations. PTTGC, therefore, establishes Good Corporate Governance 
Framework for staff at all levels. Each individual has an obligation to 
know, understand and comply with the framework, including creation 
of  long-term value, responsibility, equitable treatment, accountability, 
transparency and ethics. In addition to the core framework, PTTGC 
considers “Investor Relations”, one of  the company’s key front-line 
functions that has high interaction with investment community and 
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public at large, as a company’s spokesperson not only to ensure inves-
tors’ confidence in the company’s business operations, but also to 
promote the company’s Good Corporate Governance by means of  its 
ethical disclosure and all of  its acts adhering to the code of  conduct for 
all Investor Relations personnel as follows:

- Perform duties with integrity and in a professional manner - Dis-
close sufficient information by considering stakeholders’ benefit, rights, 
and fair treatment - Ensure that relevant stakeholders are able to access 
and inquire for necessary information - Confidential information and 
any inside information for personal benefits are strictly prohibited 

- Conduct regular update to refresh wider knowledge, rules and 
regulations to enhance Investor Relations personnel’s effectiveness - 
Silent period for 14 calendar days before the result announcement date 
(Investor Relations personnel should not conduct any meeting with in-
vestor or analyst 14 calendar days before the result announcement date) 
- Investor Relations personnel are prohibited to trade the company’s 
stock 14 calendar days before the result announcement date until 1 cal-
endar day after the result announcement date Moreover, PTTGC seeks 
for ways to improve performance of  Investor Relations by regularly 
conducting survey to collect feedback as well as suggestions from inves-
tors in key aspects. This approach has helped the company enhance its 
investor satisfaction as well as raise Good Corporate Governance levels.

With the ongoing development of  Investor Relations and efforts of  
all other functions striving to reach our vision, “TO BE A LEADING 
CHEMICAL COMPANY FOR BETTER LIVING”, in 2014, PTT-
GC has proven itself  in the global arena. For instance, the company is 
recognized by the ASEAN CG Scorecard, Dow Jones Sustainability 
Indices (DJSI) for second consecutive year and Corporate Governance 
Asia Award 2014 from Corporate Governance Asia Magazines for its 
successes in domestic and international venues. At last, PTTGC’s Good 
Corporate Governance demonstrates that the company can bring 
sustainability to stakeholders, employees, clients, and investors. Under 
this, Investor Relations is the company’s key channel to fulfill better 
standards of  Corporate Governance and raise PTTGC to be one of  
the leading and best trustworthy companies in the world.

Patiparn Sukorndhaman
Executive Vice President - Finance and Accounting 
PTT Global Chemical PLC.
Thailand
                                                           

Investor Relations has become a vehicle for transparency, especially 
with respect to financial and other information, to the investment 
community. Timely disclosures and a high degree of  transparency, 
which are part of  the IR function, enables the company to be ap-
preciated more by investors and reflects on the level of  corporate 
governance a company practices.

Philex Mining
Philippines
                                                           

Manila Water’s Investor Relations (IR) team adheres to the highest 
standards of  disclosure, transparency and information dissemina-
tion.  It facilitates programs and activities by which the company 
keep its various stakeholders and the broader investment community 
informed of  the developments in the Company’s business.

The IR team conducts Quarterly Analysts’ Briefings, attended 
by the Company’s Management Committee for both equity and 
credit analysts. Apart from this, the IR team lead by the Chief  
Finance Officer (CFO), communicates directly with institutional and 
individual investors by attending roadshows, investors’ conferences 
and conducting one-on-one meetings.  During these activities, the 
different stakeholders were provided with relevant material informa-
tion including operational and financial performance and other 
details on the transactions of  the Company.

The Company utilizes several communication channels to reach 
out to its various stakeholders.  The IR website contains relevant 
information which may be required by the investors and other 
shareholders.  The IR team ensures timely uploading of  informa-
tion and disclosures in the website.   The website also contains Cor-
porate Governance and Enterprise Risk Management sections.  The 
site has been designed to be user-friendly and easily accessible at 
all times.  Aside from the website, the IR team communicates to its 
investors through electronic mails and phone calls.  

Manila Water
Philippines
                                                           

Dry bulk shipping is a cyclical industry so offering a high degree 
of  transparency is all the more important to our shareholders and 
investors. We are committed to ensuring the investment communi-
ty is provided relevant information about Pacific Basin on a timely 
and regular basis, so that they have a comprehensive picture of  
our business, our performance and our prospects with which to 
assess the value of  the Company. 

Corporate governance serves to protect the interests of  share-
holders and to give shareholders a greater voice. We proactively 
engage with a broad range of  institutional and retail investors as 
well as media and other interest groups. We believe that the trans-
parency stimulated by active stakeholder engagement builds recog-
nition of  our brand and ultimately enhances shareholder value. 

Maintaining and providing a high standard of  investor rela-
tions is important in shaping Pacific Basin’s culture and the stan-
dard of  our corporate governance. We consider every member in 
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the Company is part of  the Investor Relations team and everyone 
is a Pacific Basin ambassador who represents the Company and 
delivers the same corporate message to our customers, vendors 
and other stakeholders through their own roles and positions. 

We monitor our Investor Relations performance through 
a number of  KPIs including Investor Engagement, Sell-side 
Analyst Engagement as well as Investor Perception Studies. We 
conduct annual customer and investor surveys every year. The 
feedback is carefully considered in our efforts to evolve and 
improve our corporate governance, so that we know we are doing 
the best we can to support investor confidence in Pacific Basin as 
a safe place to invest.

Pacific Basin Shipping Ltd
Hong Kong
                                                           

Minor International, from the board of  directors’ level, all the 
way to management and employees, realizes the importance of  
corporate governance, which is an important factor assisting us 
to achieve long-term growth objectives in a more sustainable 
manner. With this in mind, we place great emphasis on the rights 
of  our stakeholders, whether they are our customers, employees, 
business partners or shareholders and investors, to receive the 
information on Minor International in an adequate, accurate 
and timely manner. Our investor relations function is responsible 
for the disclosure of  information of  our company, ranging from 
strategic direction of  the company, growth prospects and financial 
performance to our corporate governance principals and practice, 
as well as our sustainability and corporate social responsibility 
strategies and execution. Our investor relations function also 
ensures the existence of  efficient communication process and 
channels, with the main objectives of  providing easy-to-under-
stand information and convenient access to our targeted audience 
of  investors and shareholders through various communication 
tools including news releases, corporate website, annual reports, 
fact sheets, conference calls, quarterly presentations, local and 
international investor road shows and other IR materials. Given 
transparency being one of  our core principles for our informa-
tion disclosures, we strive to continue improving our corporate 
governance standards, through the voice of  our investor relations 
function.

Chaiyapat Paitoon
VP of  Strategic Planning and Investor Relations
Minor International PCL
Thailand
                                                           

以智慧让蒙牛“更好”
从更好出发，孙伊萍女士自2012年4月出任蒙牛乳业总裁以来，

凭借多年行业积淀的前瞻领导力与市场洞察力，以国际化的战略眼
光布局蒙牛的发展，以系统化的管理思想推动蒙牛的破茧蝶变。在
行业中，她以互联网思维重新定义牛奶、打造时尚多元的牛奶生活
方式，通过一点一滴的真诚沟通，获得消费者的信任。

接轨IBM、SAP等世界一流管理，孙伊萍及管理团队努力推动了
蒙牛的价值提升。蒙牛成为香港恒指首个乳业蓝筹股，并获评“最佳
营运资金管理奖”、“最佳投资者关系奖”等殊荣，让客户、股东、员
工及所有利益相关方看到了蒙牛更加稳健的未来。

对孙伊萍领导下的蒙牛而言，能力与责任是一左一右并行前进
的车轮，创新提出并践行“可持续生态圈”的社会责任理念。从一盒
牛奶的源头做起，到供应商的社会责任保障、经销商公益共同体，
终端的消费环保，形成多方联动的环保生态圈；从“牧场主大学”到“
我回老家上堂课”，形成了产业链、合作伙伴联动的公益生态圈；每
年百万消费者参观工厂、“你的疑问我的责任”、“牛奶的力量”等大
型消费者互动平台，不断提升着消费者对产品的信心。一滴牛奶也
有大责任，“只为点滴幸福”的品牌理念让孙伊萍执掌下的蒙牛向社
会持续传递着温暖，向更好的自己迈进！

孙伊萍

蒙牛乳业总裁
中国
                                                           

The Company fully recognizes that maintaining timely and effective 
communication with shareholders is crucial to enhancing investor rela-
tions, and as such, it endeavours to communicate promptly with share-
holders and investors through various channels. This creates opportuni-
ties for more investors to gain in-depth understanding of  the company’s 
business strategies and operations, while on the other hand, also allows 
the management to have a better understanding of  the feedback from 
capital market, so as to promote the continuous development and bring 
returns to shareholders and investors with better results. For instance, 
a report on investor relations is on the agenda of  the meeting of  the 
board of  directors which is held twice annually. The review of  such a 
report keep the top management well informed of  investors’ opinions. 
In an annual general meeting, the chairman of  the board of  directors 
and the chairmen of  a number of  committees under the board meet 
with the shareholders and answer their enquiries. Moreover, the Com-
pany’s executive directors, senior executives and personnel in charge of  
investor relations frequently attend investor conferences, seminars held 
by investment banks and regular meetings with institutional investors. 

Yue Xiu Property Company Ltd
China
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At Bangchak, we have focused on cultivating an understanding 
of  good corporate governance as well as an awareness of  how to 
apply such principles in our daily life, which had turned into our 
company culture for 30 years and had been recognized interna-
tionally and given a status quo domestically. 

This brings us to the core purpose of  Investor Relations, by 
which, we are responsible for expressing, communicating, at all 
times, and conveying confidence and integrity through account-
ing & financial reporting responsibilities and company related 
information releases. And a crucial connecting point, we try our 
best to use Investor Relations to step up and lead the existing 
standards of  responsibilities. We keep on building awareness and 
stressed out the aspect of  good governance and corporate respon-
sibilities through the use of  multimedia like a report tailored for 
the matter, Sustainability Report, and our online Newsletters ma-
terials and contents. Not only that, our company has a guideline 
on how managements and employees are expected to comply in 
regards to uphold such values.

Chaiwat Kovavisarach
President
Bangchak Petroleum
Thailand
                                                           

Genting Hong Kong embraces good corporate governance, which 
is an integral part of  our core values supporting the company’s 
long-term sustainable growth.  The company believes that good 
corporate governance strengthens confidence among our share-
holders, business partners as well as employees.  As part of  the 
company’s corporate governance strategy, our investor relations 
initiatives are, therefore, geared toward promoting transparency 
and open communications with our shareholders and potential 
investors so that their interests and concerns are respected and 
the company’s performances and strategies are properly commu-
nicated.

Joyce Tan
CFO
Genting Hong Kong Ltd
Hong Kong
                                                           

Over the past year, under the premise of  ensuring the effective 
implementation of  IR scheme, Li Ning Company Limited and 
the management further enhanced the ongoing communication 
with the investment community expressing interest in our business 
development. Timely grasping the opportunity to communi-
cate and interact with investors to enable them to have a better 
and more precise understanding in the ever-changing market 
environment is pivotal. As such, our IR team strives to maintain 
undisrupted communication channels, and listen to questions 
and feedback from the investment community on the progress of  
business development of  the company, as a proactive measure to 
safeguard two-way communication of  information. 

New market opportunities arising in the Chinese sportswear 
industry was accompanied by the intensifying cut-throat market 
competition among peers. Against such a backdrop, with various 
business measures implemented by the company in mind, the IR 
team actively communicated with the investment community and 
opened up communication channel to let them have a clearer 
understanding of  our recovery trend and key progress of  the 
company, and introduced indicators for measuring operational 
performance.   

On the basis of  compliance with the various information 
disclosure requirements imposed by the regulator, we strives to 
expand the depth and breadth of  information dissemination to 
enhance information transparency, and stabilising market confi-
dence.

We always value the continuous support of  the investment 
community, recognise the paramount importance of  maintain-
ing a good shareholder base, and firmly believe that efficient IR 
practice is part and parcel of  the management philosophy of  the 
company. As we move onto a new stage of  development in the 
current year, our IR team will continue to adhere to the prin-
ciples of  accessibility, credibility and timeliness (the “ACT”), and 
help the investment community fully comprehend the strategies 
and philosophies of  the Company and uphold confidence of  the 
market on our long-term development through continuous com-
munication and exchanges.

Angus Yiu
Head of  Investor Relations & Corporate Planning
Li Ning Company Limited
China
                                                           

Investor Relations’ initiatives at UnionBank strive to raise the Cor-
porate Governance standards by strengthening stakeholder relations. 
We do this by creating value and improving engagement with our 
stakeholders and communities we serve anchored on the Bank’s over-
arching values on Integrity, Magis  (Do More, Do Better, Do Greater) 
and Ubuntu. First and foremost, the Bank gets a feel of  the publics’ 

CorporateGovernanCeasia         January-MarCh 201523

A S I A N  V I E W P O I N T S

sentiments primarily through engaging in dialogues with various stake-
holders, formally and through various feedback- and - communications 
mechanisms,as well as,scanning news articles, rating-reports, etc.  We use 
these insights and inputs for senior managements’ direction-setting and 
decision-making. Supplementing the disclosed financials which follow 
accounting reportorial standards, UnionBank also focuses its discussions 
on business reporting to provide deeper appreciation and understanding 
of  our unique culture and competitive advantages resulting from conduct 
of  competitor scan, benchmarking exercises, and customer surveys/
dialogues. Finally,- but definitely not the least,- UnionBank recently 
launched a new and improved website that is designed to allow equal 
and easy access to information and services for all users, such as investors, 
financial analysts, regulators, investment banks, rating agencies, the in-
vesting public, and other interested parties.  It contains, among others, an 
archive of  reportorial and disclosure requirements, and press releases of  
the Bank, which explains the Bank’s performance, management’s actions 
and strategies.

 Justo A. Ortiz
Chairman & CEO
Unionbank of  the Philippines
Philippines
                                                           

Vista Land’s Investor Relations acts as intermediary between the 
management and the investing community. The group maintains 
an open and transparent communications and credibility with 
all the company’s stakeholders through timely disclosure, website 
updates, conducting analysts’ and Press’ briefing on a quarterly basis, 
participation in domestic and international roadshows and inves-
tor conferences, one-on-one meetings, conference calls, property 
tour/site visits, Annual Report and Annual Stockholder’s Meeting. 
It provides accurate and timely information and actively reaching 
out to its shareholders. It ensures compliance with the Security and 
Exchange Commission and the Philippine Stock Exchange and also 
attends Corporate Governance Seminars to keep abreast about the 
latest CG standards. 

Manuel Paolo A. Villar 
President & Chief  Executive Officer
Vista Land & Lifescapes, Inc.
Philippines
                                                           

For nearly half  a century, CTBC Holding has undergone many 
changes that strengthened our dedication to teamwork and a sound 
corporate governance system where employees’ area of  responsibility 
is properly defined for greater efficiency.  We are the most proactive 

financial institution to expand beyond the borders of  our home country 
and we have become the number one bank in Taiwan and a leading 
brand in Asia and are committed to delivering long term strategic and 
sustainable growth to all stakeholders- customers, employees, share-
holders, and society at large. 

As one of  the leading providers of  financial services in the industry, 
CTBC understands the high expectation that is placed upon us.  Every 
decision the company makes has profound impacts to our stakeholders 
and we have worked in pursuit of  excellence to improve and fine-tune 
the effectiveness of  our corporate governance.

From 2009 through 2012, CTBC assembled functional committees 
with the purpose of  supporting the Board of  Directors in their profes-
sional and independent supervision of  the company and ultimately to 
protect the interests of  shareholders.  These committees are directly 
under the Board of  Directors and they are the “Audit Committee”, the 
“Remuneration Committee”, and the “Risk Management Committee”.   

In an effort to develop a proper board of  directors system, the 
company implemented a series of  reforms to its corporate governance 
system since 2007, including the introduction of  independent direc-
tors, professional management and requiring independent directors to 
account for one-third of  board members to enable greater transpar-
ency in board decisions.  Furthermore, the company appointed legal, 
financial and management expertise from outside the company to serve 
as directors.  Furthermore, a “Corporate Governance Officer” position 
was created under the Chairman of  CTBC Holding to assist the Board 
of  Directors implement sound corporate governance practices through-
out the financial holding company and its subsidiaries.

The Board is the key to implementing important corporate policies.  
In order to help them better understand the diversity of  CTBC busi-
nesses and facilitate the overall corporate management development, 
CTBC arranged various initiatives for the Board members, including 
regular research through courses and lectures as well as overseas onsite 
observation. This has allowed them to better understand the domestic 
and international trends in the industry.

In 2013, the company underwent a “CG6008 Advanced Cor-
porate Governance” assessment consisting of  an on-site inspection 
conducted by an independent third party (the Taiwan Corporate Gov-
ernance Association) to determine how well directors and management 
run the company and help determine whether the company’s corporate 
governance practices are adequate to protect shareholders’ interest.  In 
2014, we received a formal certification from the TCGA. 

Corporate governance is the cornerstone to achieving a sustainable 
business and we continue to refine management system and series of  
control to ensure that we remain successful, sustainable and profitable 
in the years ahead.  Looking forward, we will devote even more effort 
and resources in transforming CTBC Holding into a world-class insti-
tution and fine-tuning our corporate governance system to ensure the 
success of  our future operations- which we aim will exceed the expecta-
tions placed on us by all our stakeholders.

 
Daniel Wu
President and CEO
CTBC Financial Holding Co Ltd
Taiwan
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Where is Asia now in terms of  promoting corporate 
social responsibility and environmental responsibility?

Are we in this region doing enough to embed this culture 
in our corporate landscape?

During recent years, Asian companies are becoming more proactive 
in carrying out corporate social responsibility initiatives, including en-
vironmental protection measures. Businesses are making a lot of  effort 
to embed good corporate citizenship into their corporate cultures by 
incorporating CSR initiatives into their daily operations. As a leading 
gaming operator in Asia with deep roots in the local community, Mel-
co has always been dedicated to good corporate citizenship by driving 
innovative CSR initiatives and supporting local charitable projects. As 
one of  the Group’s core values, its employees’ participation in various 
CSR initiatives has been growing significantly.

Internally, the Group has been broadening the scope of  its 
stakeholder engagement process by incorporating input from our staff 
while formulating our CSR strategies, and also running several chari-
table funds. Externally, Melco has made meaningful contributions 
through donations and sponsorship supporting charitable projects of  
NGOs in order to help improve the lives of  the needy in the region, 
focusing on education, environmental preservation and youth devel-
opment to create a sustainable future for the next generation.   

In recognition of  its outstanding contributions to CSR in the 
region, Melco has garnered a number of  prestigious awards, includ-
ing the Gold Label for its “Low-carbon Office Operation Program” 
awarded by WWF Hong Kong and the “10 Years plus Caring Com-
pany Logo” awarded by The Hong Kong Council of  Social Service.  

With the firm belief  in the importance of  serving and giving back 
to society, Melco will continue its efforts in CSR to broaden its role as 
a responsible corporate citizen in the region. 

Lawrence Ho
Chairman and Chief  Executive Officer
Melco International Development Limited
Hong Kong
                                                           

The concept of  corporate social responsibility (CSR) including the 
environmental responsibility is gaining greater prominence in Asia 
with more companies undertaking initiatives to address environmental 
and social concerns in their business activities. Most companies dis-
seminate information on CSR through their website, annual reports 

and other communication channels. It is also very encouraging to 
see that CSR concept is being integrated into governance practice in 
many Asian companies today as these non-financial aspects such as 
environment and social issues are part of  the environment in which 
the businesses are operating in. 

In Malaysia, many companies have come forward to embrace 
CSR practice. The Government actively supports CSR and this 
is reflected in policy and regulation, tax incentives, reporting and 
voluntary standards, as well as their endorsement of  CSR awards. In 
an effort to embed this culture in the corporate landscape, the Gov-
ernment requires all Public Listed Companies to disclose their CSR 
activities in their annual reports. Malaysia has also taken one step fur-
ther in the sustainability road path with Bursa Malaysia introducing 
the Environmental, Social and Governance Index in 2014, encourag-
ing companies to look into non-financial aspects such as a company’s 
environmental and societal initiatives in operating their business. For 
the Public Bank Group, CSR initiatives are focused on four key areas, 
namely, the community, market place, work place development and 
environment sustainability, as guided by the principles and values as 
articulated in the Group’s corporate philosophy. The CSR activities 
undertaken by the Group clearly demonstrates the Group’s commit-
ment to contribute sustainably to the community and the environ-
ment. 

Nevertheless, there is still greater scope for Asian companies to 
enhance their CSR practices. CSR is not only meant for large com-
panies. CSR can also be a strategic tool for the small and medium 
enterprises to enhance their competitiveness. 

Public Bank  
Malaysia
                                                           

Broadly speaking, Asia still has a lot of  catching up to do to meet the 
standards of  corporate governance common in other jurisdictions. I 
expect great strides over the short to medium term with the firm-
ing up of  regulatory practices and increasing transparency in social 
government when the regulators insist on clean hands, we will soon 
see that everyone will have clean hands. But let us not allow those 
in more mature markets look down their noses at Asian corporate 
governance practices; the greatest failures of  corporate governance 
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have all occurred in the world’s most mature financial markets. Enron, 
WorldCom and others quickly come to mind.

First Pacific Company Limited
Hong Kong
                                                           

As an international fashion company, Esprit has always been focused 
on social, environmental and ethical matters as a core part of  our 
DNA.  For us, sustainability means creating high quality fashion that 
lasts and that our consumers can enjoy for a long time. Our commit-
ments include creating sustainable products, fostering a sustainable 
environment for future generations to enjoy, developing and support-
ing our people, and respecting laws, regulations and standards. In 
recent years, we have seen an increasing awareness in corporate social 
responsibility and environmental responsibility within the industry, 
especially public concerns over the social compliance of  suppliers/
partnerships in Asia.  

Being a global company, Esprit strives to conduct business in ac-
cordance with the highest ethical, social and ecological standards that 
apply globally. Esprit takes its responsibility very seriously in offering 
our customers ethically produced merchandise. We strive to ensure 
that esprit’s products are manufactured under conditions where work-
ers are treated fairly, safely and with respect, taking into account local 
laws and international standards (including anti-corruption regula-
tions).

Furthermore, Esprit recognizes that partnerships are vital to in-
creasing the impact of  our work and to achieving the systemic changes 
necessary to improve working conditions globally. We maintain infor-
mal contact with a wide range of  stakeholders, and focus our efforts on 
three formal multi-stakeholder initiatives that give structure to our pro-
gram, thereby extending its reach.  Some programs we have engaged 
in include: 1) joining the Business Social Compliance Initiative in 2005 
to increasing demand for more transparent and improved working 
conditions in the global supply chain; 2) becoming a “Better Work” 
global buyer partner in 2013 to support and improve workplace condi-
tions in our supplier factories in Vietnam, Indonesia, and Cambodia; 
3) focusing on The Bangladesh Accord on Fire and Building Safety to 
improve fire and structural safety among factories following the factory 
disasters occurred in Bangladesh in 2012 and 2013.  Nonetheless, 
Esprit has a supply chain that thoroughly reflects our broad reach.  
We sourced products from 28 countries throughout Asia, Europe and 
Africa in FY13/14 and our social compliance team continuously con-
ducts internal compliance audits to ensure our standards are met.

On the other hand, we are committed to creating sustainable 
products and to fostering a sustainable environment by conserving 
our resources and sourcing our materials, where possible, through 
environmentally conscious means. Our products undergo a variety of  
tests and must comply with a number of  security measures throughout 
the product development and manufacturing process. All products 
identified as non-compliant in the final quality inspection are either 
recycled, if  possible, or destroyed. Esprit is committed to ensuring that 
animal fibres, where used, are sourced responsibly and as per the high-

est possible levels of  animal welfare standards. 
While there is much progress to be made, we believe that we have 

taken significant actions to move our company forward in our journey 
towards promoting corporate social responsibility and environmental 
responsibility. Our collaborations with our partners are crucial in 
helping us to achieve our goals. These commitments are driven by our 
senior management team and our Board, and form the core underly-
ing principles for the way we conduct business on a daily basis. These 
principles are embedded into everyday decision making across the 
entire Company at all levels. Esprit is determined to address social 
and environmental challenges by identifying priorities and striving for 
continuous progress in a step-by-step manner.

Thomas Tang
Executive Director and Group CFO
Esprit Holdings Ltd
Hong Kong
                                                           

Regionally, companies in Asia are more aware of  their share in 
promoting corporate social and environmental responsibility and this 
becomes an integral part of  their business practices. In the Philip-
pines, specifically, companies have been involved in various activities 
and created a group to handle their CSR initiatives. In Vista Land, we 
also demonstrate our commitment to the environment and society by 
launching our green efforts through “Greenviron,” a comprehensive 
program dedicated to implement eco-friendly practices in our com-
munities. This program includes Waste Segregation, where biode-
gradable materials are turned into fertilizer and non-biodegradables 
are recycled; Coconut coir netting, which is a sustainable material to 
prevent soil erosion; Tree planting, where pine trees are being planted 
in the cities and villages to create green zones that purify the air, hold 
the soil, and soothe the spirit; Greenscapes, which focuses on grow-
ing and proliferating endemic plant species on property grounds. As a 
company, the commitment we make to sustainable practices ensures 
the longevity of  our business and the planet’s shared resources.

Manuel Paolo A. Villar 
President & Chief  Executive Officer
Vista Land & Lifescapes, Inc.
Philippines
                                                           

As ASEAN continues to improve its competitive strength by becoming 
a more unified market in 2015 through the Asean Economic Commu-
nity, it must ensure that a framework for responsible business is in place 
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to drive sustainable and inclusive growth for its peoples.  With this 
challenge, corporate social responsibility must participate more and 
engage society in creating shared value.  Initiatives by companies on 
human development, social justice and human rights, environmental 
sustainability and economic empowerment have been narrowing the 
development gap so momentum must be sustained.  

In the case of  our experience in Meralco, we have put at the 
forefront of  our CSR implementation our core competencies of  pro-
viding access to energy especially to the marginalized so that they can 
participate in economic activities and become productive members of  
their families, communities and the country.  We even reached out to 
under-developed areas and use energy, like our school electrification 
program, to provide equal opportunities to the youth. These CSR 
cases are obviously exportable to many countries in Asia.

More and more, rich data, improved access to information and 
technology are enabling CSR professionals to solve social and envi-
ronmental problems at scale.  It is also obvious that climate change has 
risen to the top of  the agenda.  In the case of  the Philippines, this has 
been very experiential after the devastating effect of  Typhoon Haiyan. 
The typhoon turned into a global wake-up call for all for both a cli-
mate adaptation perspective as well as ensuring that social infrastruc-
tures are prepared for response, recovery and rehabilitation.  

Oscar S. Reyes
President and CEO
Meralco 
Philippines 
                                                           

In Asia, the role of  corporate social responsibility (CSR) and envi-
ronmental responsibility has taken time to evolve from simply being 
a brand-building tool to becoming an expectation from external 
stakeholders for good corporate governance.  Whereas previously 
companies viewed CSR as more of  a cost center, I think today we’ve 
moved beyond that and more and more companies see the benefits 
and opportunities of  having a sustainability strategy. An effective 
strategy incorporates sustainability initiatives into daily operations and 
business planning is required to maximize the positive impacts to the 
communities in which we live and work. We don’t view sustainability 
as simply measuring specific metrics or counting our charity donations, 
it is a guiding principal for how we do our business so it is important 
that our sustainability and business strategies are aligned so that we 
can make an impact that is meaningful to our people, to our business 
and to our communities. 

Spencer Fung
Group Chief  Executive Officer 
Li & Fung Limited
Hong Kong
                                                           

• Though the term “corporate social responsibility” and “environ-
mental responsibility” might be relatively new in many parts of  
Asia, philanthropic activities have been widely practiced for many 
years.  Companies are now rolling-out a more structured and 
holistic approach to CSR for all key areas such as Community, 
Environment, Community Sports, and Education. When it comes 
to assisting those in need, there is no benchmark on what is con-
sidered enough. There will always be many areas that a Company 
can continuously improve. 

• Mah Sing has always adhered to the founding principles of  incor-
porating sustainability efforts and initiatives as an integral part of  
conducting and growing the Group’s businesses. In line with Mah 
Sing’s Vision & Mission, Mah Sing has taken proactive measures 
to roll-out structured and holistic programs for the Group’s sus-
tainability efforts and initiatives.

• Most initiatives for the community are rolled out under the Com-
pany’s flagship CSR platform – the Mah Sing Foundation.  The 
Foundation is a charitable trust set up to receive and administer 
funds solely for medical, educational and charitable purposes as 
well as seek to raise more funds via annual fund raising activities 
and events.

• The Foundation continuously contributes  and champions causes 
in the following areas:

i. Medical Assistance - for Malaysians who are suffering from 
disease and disability, or critically ill. The Foundation will also 
carry out and support schemes by organizations that look 
after public health and welfare, including giving financial 
support.

ii. Financial Assistance And Relief  Schemes - for the poor and 
distress will also be given.

iii. Education Assistance Consisting Subsidies And Donations - 
to needy and deserving students.

iv. Encouragement Of  Social And Sporting Activities - to enrich 
the community and serve to promote national unity.

• Further to this, the Company is also invested in developing its 
people. Internal and external trainings been provided for all 
employees, from non-executives to senior management to promote 
the continuous learning and improvement of  each individual. 

• Additionally, Mah Sing sponsors employees to join community 
sporting events such as The Edge Rat Race and the Frost & 
Sullivan Run.  The Company is an ardent supporter of  commu-
nity sports as it unites people regardless of  their age and cultural 
backgrounds while inculcating a healthy lifestyle amongst the 
community. The Company also aims to foster competitive spirit, 
teamwork and camaraderie through community sports as these 
values are essential to achieve greatness – be it on the track, at 
work or at home.

• The Company is also no stranger when it comes to caring for the 
environment. The Group continues to work on ever-improving 
designs, layouts and where possible, to incorporate environmental-
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friendly green features and innovations in its property develop-
ment products. During the project design & planning stage, the 
Group has registered many of  its development projects for green 
certification such as World Green Building Council which include 
Malaysia’s Green Building Index (GBI), Singapore’s Green Mark; 
or United States’ Leadership in Energy and Environmental De-
sign (LEED); or Real Estate and Housing Developers’ Association 
Malaysia’s (“REHDA”) GreenRE:-
Icon City, Petaling Jaya

• Phase 1 & Phase 2: Targeting for GBI, Green Mark or LEED certification 
(various components) 

• Tower 1 & 5 (Phase 1): GBI (Certified) Provisional Certificate obtained
• Tower 5 (Phase 1): LEED (Gold) Provisional Certificate obtained

M-City, Kuala Lumpur
• GBI (Certified) Provisional Certificate obtained. 
• Pending issuance of  Green Mark (Certified) Provisional Certificate

Ferringhi Residence, Penang Island 
• Phase 2B - Green Mark (Gold) Provisional Certificate obtained 
• Phase 2C – Target to register for Green Mark (Gold) 

Icon Residence Mont’ Kiara, Klang Valley
• GBI (Certified) Provisional Certificate obtained  
• Green Mark (Certified) Provisional Certificate obtained  

Southbay Plaza, Penang Island
• Green Mark (Gold) Provisional Certificate obtained 
• GBI (Certified) Provisional Certificate obtained 

Lakeville Residence, Kuala Lumpur
• GBI (Certified) Provisional Certificate obtained 

Southville City, KL South
• Office Tower – Target to register for GreenRE (Gold) 
• Additionally, The Group’s divisions demonstrated continual com-

mitment to provide its customers with the highest standards in 
product delivery processes and systems towards quality products. 
Both the property and plastics divisions are ISO 9001:2008 
“Quality Management System” certified. Mah Sing has many 
of  its development projects which are Building and Construction 
Authority of  Singapore’s Construction Quality Assessment Sys-
tem (CONQUAS) assessed. Contractors of  the CONQUAS-as-
sessed projects are required to comply with CONQUAS require-
ments, allowing Mah Sing to set targets on the desired standard 
and quality of  its developments. As a measure of  product quality, 
close to 90% of  the CONQUAS-assessed projects were above 
70%, both architectural and structural scoring combined.

Tan Sri Dato’ Sri Leong Hoy Kum
Group Managing Director cum Group Chief  Executive
Mah Sing Group Berhad’s
Malaysia
                                                           

As compared to western developed countries, Asian companies 
have started work on CSR at a relatively later time. However, they 
have tried very hard to do more. As a listed company in Hong Kong 

with businesses around the globe, COSCO International attains 
high importance of  corporate social responsibility to the sustainable 
development of  the company. It takes responsibilities with respect 
to environmental protection, workplace quality, operating practices 
and community as an integral part of  the Company’s development 
strategies, operations and management. Despite these, COSCO 
International will keep improving its work on CSR so as to safeguard 
and balance the interests among stakeholders including shareholders, 
business partners, employees, customers and suppliers.

Cosco International Holdings Ltd
China
                                                           

The ASEAN integration is a positive and definite step towards pro-
moting corporate social and environmental responsibility in Asia.  For 
many years, social and environmental responsibility and business ethics 
varied across Asian economies because of  differing cultures and social 
structures.  However, the ASEAN efforts to deepen integration will put 
an end to this barrier to allow for common principles across borders.  
As the ASEAN integration pursues not only economic goals, but also 
equitable economic development and reduced socio-cultural disparities 
that will facilitate integration into the global market, Asian economies 
will be pushed to adopt a more holistic view of  corporate social and 
environmental responsibility and gradually accept the idea that busi-
ness success goes hand in hand with common policies and principles 
on social responsibility, environment and business ethics.     

RCBC 
Philippines
                                                           

“Standard Chartered’s brand promise Here for good captures our 
commitment to always try to do the right thing, to take a long-term 
view, to support our clients and customers and the communities where 
we operate. Our core markets, including Asia, are continuing to see 
strong economic growth and increasing demands for financial services. 
This represents a massive opportunity to promote sustainable, bal-
anced and inclusive growth consistent with our Here for good brand 
promise.

Sustainability is integrated into how we do business. We focus on 
three main areas: contributing to sustainable economic growth, being 
a responsible company, and investing in communities (focusing on 
youth, health, education and the environment).

Our sustainable finance policies and position statements set out 
the standards that we expect of  ourselves and encourage the same 
from our clients. Referencing industry-wide benchmarks such as the 
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International Finance Corporation (IFC) Performance Standards and 
Equator Principles, our position statements were updated in 2013 for a 
total of  20 statements, applying to all lending and advisory fronts.”

Standard Chartered Bank
Hong Kong
                                                           

We believe that the Philippines has always been at the forefront of  pro-
moting Corporate Social Responsibility in the region.  The 1970s saw 
the creation of  Philippine Business for Social Progress (PBSP), perhaps 
the first organization of  its kind in the region, made up of  companies 
united by one cause—to advance corporate social responsibility. There 
is also the League of  Corporate Foundations, which was established in 
the 1990s, which also promotes corporate philanthropy and hosts the 
annual CSR Expo. 

In the Philippines, the business sector is always a prime mover 
in providing aid to those in need, so much so that not a few CSR 
practitioners across Asia have used community relations and company 
giving in the Philippines as case studies. 

Our country is also hit by numerous natural calamities every year, 
and always, our local business sector is quick to respond at these times.

In the case of  San Miguel Corporation, we are currently imple-
menting a socialized housing project in Leyte provincefor victims 
of  typhoon Haiyan. More than 1,300 families will benefit from this 
project. Previously, we also committed to build 5,000 new homes for 
victims of  typhoon Sendong in Cagayan de Oro, Negros Oriental, 
and Iligan provinces.These housing projects are done in partnership 
with Local Government Units and an international non-governmental 
organization. 

Environmental stewardship is also important to us, because so 
much of  our businesses depend on sustainable practices. We have a 
good number of  projects—across different businesses--that aim to 
protect our bodies of  water and forests.  

The company always goes beyond compliance.  We advocate 
good environmental practices as a Standard Operating Procedure and 
incorporate these as part of  the day to day operations of  our company.  
We also subject our projects to Environmental Impact Assessment 
before they are implemented.

Apart from these, San Miguel and its subsidiaries also have many 
projects in the area of  education—such as building schools, train-
ing teachers, and providing scholarships—and livelihood generation, 
capacity-building for communities, healthcare, disaster management, 
and nutrition.

Ramon S. Ang 
Vice Chairman, President and COO 
San Miguel Corporation
Philippines
                                                           

Nowadays, most of  Asian corporates are well aware that Corporate So-
cial Responsibility (CSR) is an integral part of  corporate activities as it 
contributes to the long-term competitiveness of  companies by reducing 
operational risks associated with environmental and social issues. They 
know that CSR is therefore a responsibility to their broader stakehold-
ers than before. Moreover, CSR is also perceived to be an important 
part of  the driver for product innovation that responds to the challenges 
and opportunities of  today’s dynamic political, economic, social, and 
environmental spheres, as in the concept of  Creating Shared Value 
(CSV).

In Thailand, the concept of  being a good corporate citizen, com-
mitting to communities and environment is deeply rooted in Thai cul-
ture very long time. In addition, the Thai constitution also requires the 
private sector to consider the rights of  communities in all operations in 
their vicinity. Such principles lay the foundation for a potentially strong 
CSR culture in Thailand.

For IRPC, to be a good corporate citizen, we execute the UN 
Global Compact (UNGC) criteria which comprise 4 main areas: Hu-
man Right, Labour, Environment and Anti-Corruption. Our sustain-
able business philosophy also aims to develop business growth, coupled 
with the preservation of  natural resources and environments and to 
establish relationship and enhance living quality of  the communities. 
We have carried out several programs that prevent direct and indirect 
impacts from our plant operation on communities and build foundation 
for a better living quality for communities by focusing on safety, health, 
economic development, and environmental preservation as well as cre-
ating shared value. IRPC’s commitment to sustainable development in 
the past year has been reflected in the fact that it is included in the Dow 
Jones Sustainability Index (DJSI): Emerging Market for Oil and Gas 
producer. Moreover, IRPC is ranked as a member in the Bronze Class 
and awarded the Industry Mover due to the most improved assessment 
score in the RobecoSAM Yearbook 2015.

IRPC is not only committed to CSR and CSV cultures but also 
the corporate governance principle. We have won a Golden Peacock 
Global Award for Excellence in Corporate Governance 2014 and we 
have been in the corporate group that has the highest ASEAN CG 
Scorecard conducted by Thai Institute of  Directors Association (IOD). 
We have also been certified as a member of  Collective Action Coali-
tion against Corruption (CAC) by Anti-Corruption Organization of  
Thailand and have involved in 2014 UNGC’s Anti-Corruption “Call 
to Action” Project. Given our commitment to operate with environ-
mental conscious, to create shared value, to adhere to the corporate 
governance principles, and to be transparent organization, we convey 
such information to investor community through an effective investor 
relations activity so that our corporate value is fairly priced. Further-
more, since investor relations activity is a two-way communication 
process, the investor relations activity plays a crucial role in improving 
our corporate’s best practice.

IRPC 
Thailand
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TCL Communication recognizes the importance of  corporate gover-
nance and this is an all-embracing issue for all levels in the company. 
As part of  the company’s approach to corporate governance best 
practice, TCL Communication has developed a corporate disclosure 
mechanism and has established a process for timely disclosure of  
material information.

In order to address the interests of  our shareholders, potential in-
vestors, analysts as well as the media, TCL has set up various channels 
including investors meetings, AGM, company visit and teleconference, 
etc. which allow openness, transparency and barrier-free corporate 
communications. 

We take our corporate social responsibility by heart and have 
initiatives to apply CSR principles in the fabrics of  our day-to-day 
operations practiced by each member of  our staff force. As such, the 
Company strictly complies with the business convention and the Code 
of  Ethics, meanwhile we conduct ethics training sessions to help em-
ployees make ethical decisions. We see enhanced employee loyalty and 
pride in working as a TCL employee.

With a team of  experienced and competent investor relation 
experts in TCL Communication, we will continue to embrace good 
corporate governance in all levels of  the company and enhance the 
standards in accordance with national and international standards. 

Thomas  Yuk Tung  LIU 
CFO
TCL Communication Technology Holdings Ltd
China
                                                           

The concept and practices of  corporate social responsibility and en-
vironmental responsibility globally are Western-led. Asian entities are 
picking up the conversation upstream and the concept has taken root 
more firmly in developed countries than in developing Asia.  

It is a fact that Asia is made up of  diverse countries in markedly 
different stages of  development, so is the sustainability movement 
characterized by a huge disparity. On one end of  the spectrum, there 
are many companies still trying to get their head around the basics 
of  CSR, and at the other end, there are others that understand and 
implement sustainability more strategically. The marketplace for sus-
tainability-related events in Asia has been growing, with more business, 
government and civil society leaders participating in the conversation. 

For example, The Hong Kong Stock Exchange plans to raise the 
obligation level of  some recommended disclosures in the Environmen-
tal, Social and Governance Reporting Guide to “comply or explain” 
by 2015. This will also further enhance awareness of  CSR reporting 
among Hong Kong companies. 

We believe that there is no end to learning, and there is always 
room for improvement in developing business practices that create so-
cial and environmental responsibilities. In particular, there are increas-

ing numbers of  investors who are treating the corporations’ efforts to 
supporting local communities and improving the state of  the environ-
ment as one of  the important reference for investment decisions. Thus, 
corporate social responsibility has made its way into boardrooms and 
to the top of  the global agenda, popularizing the belief  that it is no 
longer acceptable for businesses to make profits unless it is done in a 
responsible manner that benefits the community and environment.  

Li Fanrong
CEO  and President 
CNOOC 
China
                                                           

Where is Asia now in terms of  promoting corporate social responsi-
bility and environmental responsibility? Are we in this region doing 
enough to embed this culture in our corporate landscape?

In the Philippines, social and environmental responsibility has 
become an integral part of  the corporate existence, to the extent that 
the government even requires a portion of  a company’s capital expen-
ditures to be dedicated to CSR efforts. Across Asia, I believe that the 
practice of  social and environmental responsibility is also increasing 
but we understand that more needs to be done and regulatory bodies 
can provide assistance to further champion initiatives towards these.

Philex Mining
Philippines
                                                           

“Social and environmental responsibility has already been a major 
awareness to companies in Asia, including Pertamina. It’s become a 
corporate culture and embedded into business strategy. We realize that 
it has a major part in developing sustainability both to business and 
stakeholders.”  

PT Pertamina
Indonesia
                                                           

In a world with depleting natural resources, increasing rate of  urban-
ization and rapidly changing consumers’ expectations, corporations 
need to be more than ever conducting business that is guided by cor-
porate values and culture that put social and environmental responsi-
bility on equal footing with the financial bottom line. In other words, 
we must fully embrace corporate sustainability into every aspect of  
our operation. Collectively, in Asia we’ve made tremendous progress 
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in embedding this value into business strategy, operations and culture. 
However, given the highly dynamic, interconnected and complex 
region that we live in, corporations need to be more adept at respond-
ing to societal and environmental challenges in order to positively 
contribute to a sustainable future. 

As a leading integrated petrochemical company in the region, 
PTT Global Chemical believes that we have an important role to play 
in driving the social and environmental responsibilities to the wider 
corporate communities. In the present, we are proud to say that our 
efforts have positioned PTT Global Chemical as a sustainable leader 
in Asia. Example of  our efforts included; we continuously looking for 
ways to make our operations more efficient to reduce impacts on the 
environment; we establish long-term relationships with our stakehold-
ers, particularly communities around our operations to response to 
their needs and improve the quality of  lives; and we invest in new 
products that are more environmentally-friendly. 

In sum, as a leading petrochemical company, we highly value the 
quality of  lives through conducting the business in compliance with 
both domestic and international standards. These standards are the 
pledge that we always will be considering social and environmental 
responsibility on the same foundation with financial bottom line. 
Gaining confidence in global arena is importance, as well as receiving 
cooperation and trust from stakeholders and surrounding communities 
are essential. This is the reason why several social and environmental 
initiatives have been established nationwide.

Warawan Tippawanich
Senior Vice President – Corporate Affairs 
and Corporate Secretary
PTT Global Chemical PLC.
Thailand
                                                           

In general, Asia is one of  the more active regions insofar as corporate 
social responsibility (CSR) is concerned and there are enough reasons 
for us to be optimistic about how it will further evolve and strengthen 
in the coming years. We have seen more and more companies and 
organizations transition from philanthropic deeds to more strategic 
and sustainable CSR programs. Businesses now acknowledge that a 
one-time check donation to a charity or a periodic fundraiser does not 
equate to a genuine CSR program. In the same manner, there is better 
understanding among businesses that CSR is not just an add-on to 
corporate plans but should be embedded in the way they do things. 

We have also noted that CSR initiatives are no longer limited to 
certain industries that are expected to adopt more easily to respon-
sible business practices. Now, even companies in extractive and other 
“controversial” sectors have made great strides to project themselves 
as socially- and environmentally-responsible organizations. These 
companies are more aware of  their negative impacts on the communi-
ties and the environment, and thus focus on how they can maximize 

their positive impacts.
While Asian companies have progressed relatively well in the 

CSR journey, there is room for growth and improvement. One way of  
levelling up is by strengthening our stakeholder engagement strategies, 
because in reality, they should be at the core of  our CSR programs. 
Businesses should find better and more creative ways to communicate 
to and seek feedback from our stakeholders, especially now that we 
all seem to be connected through various social media platforms.  Of  
course, employees should be the first to champion CSR thrusts so it 
would be good for companies to establish a strong volunteerism pro-
gram and encourage them to participate in CSR innovation efforts.

Another way by which we can embed the CSR culture in our 
corporate landscape is by encouraging top executives and officers to be 
more actively involved in working with the communities. By doing this, 
they will not only give a solid testament to the company’s commitment 
to CSR, but more importantly, rally the employees to be CSR ambas-
sadors and always have a social and environmental responsibility 
mindset as they perform their functions.

Manila Water
Philippines
                                                           

In Hong Kong we are fortunate to see a number of  companies that 
truly seek to make CSR – and sustainability more broadly – integral to 
their strategy and operations. Such companies see the value of  CSR 
to their performance, are willing to make the necessary investment to 
develop a CSR framework, and are willing to meet the challenge of  
CSR best practice.

To other companies in the region, CSR and sustainability remain 
a dark art, and/or conflict with systemic issues that they and their 
countries still need to overcome. Nowhere is this more evident than in 
China where understanding and implementing CSR remains largely 
limited to philanthropic activities. In China, environmental impact and 
workplace issues have received growing attention, but fair operating 
practices (especially anti-corruption) do not receive the attention that 
international best practice demands.

What is needed is appropriate policy, legislation and regulations 
at a national level – and thus companies look to government as a key 
driver in the promotion of  CSR. Better monitoring of  compliance is 
also required to promote better implementation of  long-term CSR 
strategies and the development of  CSR-savvy, professional staff.

Another important driver are discerning international clients who 
increasingly expect their Chinese/Asian suppliers and partners to de-
velop a better understanding of  the CSR concept and establish more 
comprehensive and effective CSR practices.

Pacific Basin Shipping Ltd
Hong Kong
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With the global trend of  the ever-changing economic, social and 
political environment, sustainable development, while taking into 
consideration the expectation of  and impact to stakeholders, have 
become more and more critical to an organization’s success and 
long-term growth. Companies are increasingly encouraged by vari-
ous parties, including investors and governmental agencies, to focus 
more on their sustainability development. A positive sign is evi-
denced by the increasing number of  Thai companies being included 
in the Dow Jones Sustainability Index.

In 2011, only one company was included in the Index, while in 
2014, the number of  companies increased to 10, including Minor 
International. Asian companies are therefore moving in the right 
direction to implement and promote corporate social responsibil-
ity and environment responsibility. Take Minor International as an 
example. Today, sustainability is part of  our five-year strategic plan, 
which is approved by our board of  directors, and carried out by our 
management and employees. We believe four key factors - people, 
customers, partners, and environment - drive the sustainability not 
only of  Minor International, but also of  our key stakeholders and 
our community, and we embed the practice into our everyday life. 
Going forward, we will see more and more sustainability develop-
ment of  Asian companies, and Minor International will continue to 
be a part of  the sustainability drive into the future.

Chaiyapat Paitoon
VP of  Strategic Planning and Investor Relations
Minor International PCL
Thailand
                                                           

With “Realizing a Better Life” as its own responsibilities, the com-
pany takes the performance of  social responsibilities as one of  the 
fundamental principles of  corporate development and fulfills its 
corporate mission of  “Bringing Returns to Shareholders, Staff and 
Society”. The Company actively participates in charitable activi-
ties to relieve poverty. In the years 2013 and 2014, the Company 
donated a total of  RMB17 million to charitable causes. It endeav-
ours to develop livable green properties, and has established an 
environmental protection mechanism and procedure governing such 
aspects as project development, design, procurement, construction 
and operation of  its property development business. It also advocates 
environmentally friendly architecture, leading the way in the sector’s 
healthy development.

Yue Xiu Property Company Ltd
China
                                                           

“The Link Together Initiatives” was established in January 2013 by 
The Link REIT as its charity and community programme to sup-
port eligible charitable organisations in launching relevant service 
projects that benefit the communities near The Link’s properties. 
The Initiatives is set up with the objective of  advancing sustainable 
development in the communities that The Link serves and furthering 
The Link’s vision of  serving and improving the lives of  the people 
around us.

The Link REIT 
Hong Kong
                                                           

On a macro level, Asia’s transformation is encouraging as we see 
more corporations of  various sizes pledging their resources in driv-
ing corporate social responsibility initiatives, as well as committing 
towards a better environment. A continued growing number of  
corporations in Asia have started the journey and some have even 
taken the lead in developing, innovating and implementing various 
CSR initiatives that we can be proud of  on a global scale. Today, 
more than ever, CSR is an important means to provide a positive 
impact towards key stakeholders and the environment. Having a 
social responsibility is now a way of  life with significant impact to 
many industries in the region. For instance for us, it is evident in 
the travel and tourism industry as we observe a growing demand 
in green tourism and eco-tourism, especially in Asia, making CSR 
an important arm in any corporation.  There is of  course always 
room for improvement and opportunities to do more in enhancing 
the culture of  social responsibility not just on a corporate level, but 
also on an individual basis. Creating such cultures require continued 
education, taking small but important steps to help raise awareness. 
At Genting Hong Kong, we remain committed in playing a key role 
in the communities that we strive to be worthy to serve, as well as in 
sharing their aspirations. It is in our value system and part of  our 
fundamental belief  that in our own little way, we can make a differ-
ence in the everyday life of  the communities we live in.  

Genting Hong Kong Ltd
Hong Kong
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We believed that we are at the forefront of  these issues, as well as our 
regions, and global investors. The evidences are found from the newly 
developed investment products (i.e. Green fund, ESG Fund, etc.) and 
awareness of  authorities like an continuously growing number of  
signatories of  The United Nations-supported Principles for Respon-
sible Investment (PRI) Initiative which represents a growing number of  
asset under management in which its fund manager incorporated the 
implications of  sustainability into their investment decision making and 
ownership practices.

The challenge is not how to out run the industry, but how a corpo-
rate like us urges the investment community to recognize the impact of  
Environmental, Social and Governance (ESG) and incorporated those 
factors into their investment. These values were true and embedded 
deeply into our culture and business direction which we believed it was 
a challenge that lays ahead for us to help on promoting and made its 
significant in the future.

Chaiwat Kovavisarach
President
Bangchak Petroleum
Thailand
                                                           

During the process of  stable growth and sustainable development to an 
enterprise, CTBC is looking forward to accessing to global CSR trend 
beyond Asia. In response to the domestic and international evaluation 
institutes and investors’ focus on the index, we examine the current 
actions, adapt advices to be more transparent, realize the demands of  
stakeholders, and suggest practical manners on the critical issues to com-
pliant with the requests of  CSR report. In addition, propose more ap-
propriate internal policies yearly in order to improve corporate system.

Sustainability is the root of  century-old enterprise, and also a 
promise for CTBC in financial service industry. As a result, CSR is 
an important element in operation strategy to establish a structure of  
corporate governance and offer more integrity communication and 
services. CTBC’s CSR direction is “Long-term development with 
sustainable operations in mind, and giving back to society as a model of  
CSR.” We believe that corporate should develop CSR policies and its 
own culture, completely implement the policies to maximize the benefits 
of  corporate value, and improve corporate governance to be the best 
practice of  CSR.

Daniel Wu
President and CEO
CTBC Financial Holding Co Ltd
Taiwan
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Asian corporates have become more sensitive to environmental and 
corporate social challenges. Most companies have addressed social 
responsibility as part and parcel of  day-to-day work.

We recognize that Social and Environmental Responsibility have 
to go beyond mere advocacy. This value has to  be clearly integrated 
with the company’s business and operations for greater sustainability.

While sustainability presents a continuing focus, our years of  
experience have led Ayala Land to identify four sustainability focus 
areas that support the company’s business targets : site resilience, local 
employment,  pedestrian and transit connectivity, and eco-efficiency. 
Ayala Land strives to integrate sustainability in its operations. The 
economic dimension of  our sustainability framework reflects our 
guiding philosophy of  aligning our corporate interests with national 
development goals.

Jaime Ysmael
CFO
Ayala Land
Philippines
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By
Dr Lawrence Loh

While the share prices may stagger, 
Alibaba’s record breaking New York 

IPO in September 2014 has left an indelible 
mark on the global corporate governance 
landscape. 

As the largest ever listing, raising over 
US$25 billion, the Chinese e-commerce gi-
ant has garnered close attention amongst 
investors and regulators all across the world.

Alibaba had initially considered listing in 
several Asian markets, and this was report-
edly its preferred choice. 

But in key regional markets such as Hong 
Kong and Singapore regulators were unwill-
ing to bend their stringent listing require-
ments over shareholder voting rights.

Investor Concerns
From a governance perspective, the scrutiny 
of  Alibaba stems not from the magnitude of  
the share offering. Rather it is in the way share-
holders are treated in the listed Alibaba. 

The most notable concern is that share-
holders do not have the power to elect direc-
tors to the board. Instead this power is vested in 
the so-called “Alibaba Partnership” which is a 
group of  some 30 of  the firm’s original found-
ing members and associates.

So after finding the path blocked in Asia, it 
was the New York Stock Exchange that could 
permit such unique governance mechanisms 
as in Alibaba. 

US stock exchanges are probably some 

Will Alibaba-Style 
Corporate Governance 

Take Off?
For investors looking at corporate governance, it is still the maxim of  caution 

that rules the day - high risk high return 

Alibaba has wielded 
considerable 

supremacy in being 
a pioneer in creating 

online trading 
platforms, especially 

in the business-to-
business domain.
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of  the toughest in the world for their listing 
requirements while the broader regulatory 
environment there is also very exacting and 
elaborate. 

Some found it surprising that the New 
York IPO deal went through and was agreed 
so readily. But history shows that American ex-
changes have allowed differentiated voting con-
figurations amongst shareholders – with several 
hundred listed firms in the U.S. having multiple 
share structures with different voting rights.

Nonetheless the Alibaba’s listing drew its 
fair share of  distractors and skeptics. Beside 
the central contention of  shareholder power, 
the crux of  the corporate structure is the 
unique variable interest entity (VIE) that un-
derpins the IPO. 

Investors are actually buying into the 
shares of  a shell company in Cayman Islands 
which has operating agreements with the 
“real” Alibaba in China for its revenues and 
profits. There is obviously an array of  inher-
ent risks with this arrangement as shareholders 
do not get access to the actual Alibaba and is 
solely dependent on veracity of  the agreements 
across international boundaries.

Market Acceptance
Yet, the Alibaba IPO stood the mar-
ket test. On the first day of  trade, the 
price shot up by a hefty premium of  
38 per cent.

The creative mode of  IPO by 
Alibaba with control by a collective 
body - Alibaba Partnership - is not a 
new concept in the Chinese way of  
governance. 

As a nation, China is ruled ef-
fectively by the Politburo of  the 
Communist Party of  China. So it is 
not too much of  a stretch for some 
to call the Alibaba method as “cor-
porate governance by politburo”. 

Indeed this is probably the next 
big thing in the so-labeled “corpo-
rate governance with Chinese char-
acteristics”.

Tipping Point
The key question in many people’s minds 
is whether there will be more of  Alibaba-
style IPOs.

Certainly Alibaba’s share price declined 
after the high point a few months after the IPO. 

However, analysts pointed to uncertainties 

in the business environment rather than pre-
vailing issues in corporate governance as the 
cause of  the downturn. 

While there may be purported business 
problems in product authenticities and trading 
practices, it appears that no major governance-
centric controversies have arisen other than the 
persistent hounding of  regulatory authorities 
by specific lobbyists.

If  anything, the concerns and risks in cor-
porate governance would have been discount-
ed in the trading price just after the IPO.

So now that the dust has settled the ques-
tion is whether Alibaba will be a forerunner for 
a new era in corporate governance? Will we see 
more of  such types of  governance structures 
particularly at IPOs?

With Alibaba, it seems that the traditional 
notion of  shareholder democracy has taken a 
back seat. Or is it too early to tell?

Bandwagon Effect
Alibaba may indeed be a beginning of  a 
new trend. 

However, there may be several conditions 
before Alibaba-style corporate governance in 
companies can take off on a wider scale.

First, the company must have 
market power. It must be a potential 
game-changer in the industry. 

Alibaba has wielded consider-
able supremacy in being a pioneer 
in creating online trading platforms, 
especially in the business-to-business 
domain. As such it virtually controls 
the market in China and has ambi-
tions far beyond.

Second, the company must 
have deep pockets, with access to 
plenty of  ready cash. 

Alibaba had the fortune of  
capitalising on its first-mover ad-
vantage in its various product lines 
to amass much financial muscle. 
More recently it has embarked on 
shopping spree buying up all types 
of  companies before and also after 

its IPO as it looks to build its own ecosystem or 
even empire.

Third, there must be a real constraint in 
the regulatory environment. Investors might 
then see it necessary to trade off some benefits 
to skirt around the rules. 

In Alibaba’s case, there are restrictions un-
der Chinese laws on foreign control and own-

ership of  the internet. Thus a VIE has been 
used together with exclusive rights vested with 
the Alibaba Partnership. 

Stock Exchange Challenge
Perhaps the more crucial question is how stock 
exchanges can position themselves with the 
possible advents of  creative forms of  corporate 
governance. 

Exchanges must adapt to innovations as 
every company in any country faces an ex-
tremely context-specific set of  circumstances 
driving its corporate decision-making. In an 
increasingly complex business world there is no 
one size fits all.

There are probably many pros and cons in 
the IPO style used by Alibaba, just as dual class 
share structures have gone through intense de-
bates in the US.

Ultimately, as long as there is full disclo-
sure upfront and those in control do not alter 
the structures after the IPO, it is perhaps ac-
ceptable. 

In any case, investors know full well what 
they are buying into, and they buy with their 
eyes open.

Optimism and Caution
Alibaba is probably not a one-shot phenom-
enon. There will be others in the pipeline. 

Eventually, it will not be China-specific or 
Asia-specific; it may well be a new global wave, 
just like any corporate governance innovation 
can happen anywhere. 

There is optimism in seeing more Aliba-
ba’s coming into the scene.

As they often allude in the US, what is good 
for General Motors is good for the country. In 
our case, what is good for Alibaba is probably 
good for China. 

The debate is whether corporate gover-
nance is being altered to serve this good for one 
country, and less for the world.

For investors looking at corporate gover-
nance, it is still the maxim of  caution that rules 
the day - high risk high return. And of  course, 
it is also no risk no return.  n

Dr Lawrence Loh is deputy head and associate professor of  
strategy and policy at the National University of  Singapore Busi-
ness School. At the School’s Centre for Governance, Institutions and 
Organisations, he leads the Governance & Transparency Index 
project which ranks the corporate governance performance of  all 
listed companies in Singapore. A version of  this article is posted on 
the School’s knowledge portal (thinkbusiness.nus.edu).
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By
Korn Ferry and Centre for Governance, 
Institutions & Organisations NUS 
Business School

The 2015 report on board diversity in 
Asia Pacific is the third in the Korn 

Ferry Diversity Scorecard series. The report 
traces board composition of  1000 com-
panies across 10 countries in Asia Pacific. 
Previously, we had closely surveyed and 
studied gender diversity on boards and its 
impact across 9 countries, which included 
– Australia, China, Hong Kong, India, Ja-
pan, Malaysia, New Zealand, Singapore, 
and South Korea. This year we have added 
Indonesia to the list. Across these countries, 
we selected the top 100 listed companies by 
market capitalisation in each country, focus-
ing especially on gender representation on 
their boards.

As a mark of  development, we have es-
tablished that a higher proportion of  women 
on boards is positively correlated with better 
company performance. Our research shows 
that boards with 10% or more female direc-
tors offer, on average, a 3.6% higher return 
on equity (ROE) and a 1.3% higher return 
on asset (ROA) than those with a lower pro-
portion of  women (less than 10% female di-
rectors). Coming to individual countries, we 
see similar positive results except in Malay-

sia. This finding should elevate the addition 
of  more women to boards to a best practice 
and allay the concerns of  those who view it 
as a concession to tokenism.

Besides gender, we examined diversity 
with respect to age and educational qualifi-
cations. It is widely accepted that a more di-

verse board better reflects society’s progress, 
strengthens decision-making and risk-man-
agement by adding varying perspectives, 
and improves communication with share-
holders and the credibility of  the company.

While board diversity in the broadest 
sense has become an important corporate 

Diversity Matters:
Adding Colour to Boards in Asia 

Clearly, much more work is required to improve board diversity, especially gender diversity, in the region
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governance benchmark, it is gen-
der diversity that has attracted 
global attention. Much of  the 
debate has centred on ways to tap 
the talent of  women for top man-
agement positions, including the 
use of  quotas.

The issue of  gender diversity 
has particular relevance for Asia 
given the growing number of  
women entering the workforce 
in the region and entrenched at-
titudes that tend to pose a barrier 
to their advancement.

Our study found some opti-
mistic signs. The number of  all-
male boards decreased in 2013 

while the average female percent-
age on Asia Pacific boards rose to 
9.4% from 8.0% in 2012. That 
compares with 19.2% for S&P 
500 companies in the U.S. and 
22.8% for FTSE 100 companies 
in the U.K.1

Not surprisingly, figures 
vary across Asia Pacific. Austra-
lia continues to have the highest 
proportion of  female directors, 
followed by New Zealand and 
China; South Korea has the least 
with Japan faring slightly better. 
Indonesia and Hong Kong have 
above average female represen-
tation in the double digits while 

Singapore, despite showing some improve-
ment over the year, is below average and 
marginally better than India.

Domestic factors such as policies and 
guidelines, rapid changes in the economy 
and social perceptions played a role in 
boosting the number of  female directors in 
some countries. In China, the percentage 
of  women on boards surged 57% between 
2012 and 2013, reflecting a more inclusive 
business environment, which has increased 
the need for talent. In India, changes to the 
Companies Act in 2013 made it compul-
sory for listed companies to have at least 
one woman on their boards. As a result, the 
percentage of  female directors increased to 
7.3% that year and we expect the percent-
age to increase further in the near future.

However, women remain under-repre-
sented on Asian boards. Just 24 of  the 1000 
largest Asian companies examined have at 
least four female members on their boards. 
Of  the 24, nine are in China, nine in Hong 
Kong, and six in Indonesia.

Few women hold top leadership posi-
tions such as chair of  the board or CEO. 
China has the highest percentage of  female 
CEOs while New Zealand has the highest 
percentage of  female chairs. Japan does not 
have a single woman in either position while 
India and South Korea do not have any fe-
male chairs.

Clearly, much more work is required to 
improve board diversity, especially gender 
diversity, in the region. As the report shows, 
some countries that have opted for manda-
tory measures have made quick progress in 
increasing the number of  women at senior 
levels. Elsewhere, suggestions to implement 
quotas for women in senior management 
have met with resistance.

Ultimately, much depends on a com-
pany’s readiness to acknowledge the advan-
tages that a diverse board can bring to the 
business and to address any imbalance. We 
hope the findings of  this report will spur 
such action. n

REPORT BY : Korn Ferry and National University of  
Singapore Business School Centre for Governance, Institutions 
and Organisations.

To download full report please go to this link : http://www.
kornferryinstitute.com/reports-insights/diversity-matters-
adding-colour-boards-apac
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By 
Philip 
Armstrong
Senior Advisor, 
Corporate Governance, 
International Finance 
Corporation

In today’s global economy, emerging 
markets are where all the action is. East 

Asia is very much at the forefront of  this 
activity as the world’s largest beneficiary 
of  foreign direct investment flows. 

However, within East Asia investors 
have choices, given the region’s economic 
vibrancy. The heightened interest 
has, in consequence, generated 
a strong competition for capital. 
Therefore, it can be expected that 
investors are scrutinizing potential 
investments for the value they can 
bring and the associated risks.

Foreign and – increasingly – 
domestic investors are prioritiz-
ing corporate governance as a 
key differentiator as they evaluate 
their options and make their in-
vestment choices. The reason is 
really quite simple: with a grow-
ing body of  evidence linking 
stronger corporate governance 
with better performance, inves-
tors view good corporate gover-
nance as a critical “must-have.” 

A recent study by the Asian 
Corporate Governance Associa-
tion bears this out, revealing that 
the stocks of  Asian companies 
with strong corporate governance 
clearly outperformed their peers 
by more than 10 basis points. 

Governance initiatives at the 
company level can only go so far. 

Real work also must take place 
at the policy-making and regu-
latory level if  governance im-
provements are to have any long-
term and broader impact. Here 
again, investors have choices. In 
addition to examining the gov-
ernance fundamentals of  indi-
vidual companies, investors also 
look at the governance reputa-
tion of  the host countries as 
well as the relative effectiveness 
of  enforcement and regulation. 
Such a calculus can yield clear 
winners and losers. 

IFC has long focused on 
corporate governance as a 
critical aspect of  our efforts to 

deepen markets, encourage new 
investment, and help companies 
grow so they can create jobs, 
boost incomes and stimulate 
economic development. 

In East Asia, we are work-
ing in emerging markets such 
as Indonesia, Mongolia, and 
Vietnam to help identify gover-
nance weaknesses and establish 
roadmaps for improvement, en-
abling them to better compete 
for the global capital flows that 
could contribute so much to 
their future economic growth.

Of  course, the need for gov-
ernance improvements is not 
limited to the region’s emerg-
ing markets. The Asian Cor-
porate Governance Association 
analysis reflects the necessity for 
further progress even in the re-
gion’s more advanced markets. 

Here, focus should be on 
bringing corporate governance 
rules, standards and practices 
in line with generally accepted 
international practices as ad-
vocated by major international 
organizations like the Organisa-
tion for Economic Cooperation 
and Development and the Basel 
Committee on Banking, among 
others. 

As we look ahead, the pres-
sure for better governance in all 
of  the region’s markets is only 
going to mount. The introduc-
tion of  the ASEAN economic 
community elevates the impor-
tance of  enhanced governance 
like never before, bringing with 
it the promise of  freer capital 
flows, increased ease of  invest-
ment – and even more investor 
choice. n
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Maximizing Asia’s Economic Potential: 
Corporate Governance is Key 

‘As we look ahead, the pressure for better governance in all of  the region’s markets is only going to mount’
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By Rita Benoy Bushon 

The arguments, as I have often asserted, 
not favouring and limiting private place-

ments are monumental. 
Yet there continues to be numerous ex-

amples of  this kind of  corporate exercises that 
erode the interest of  minority shareholders 
especially in cases  when the reasons are not 
compelling.

The reasons for our dissatisfaction, in no 
particular order, are as follows: 

When the company is doing well  and 
having sufficient cash flow , where the capital 
structure is not highly levered nor the pub-
lic shareholding spread  an issue, what is the 
need for private placements before rights call 
is made. Minority shareholders in such cases, 
we have noted in Malaysia, were more than 
willing to participate in such exercises to sup-
port their company where their board had a  
proven track record. Also taking up the rights 
would not dilute their shareholdings. 

Private placements are pre-emptive rights 
to price-discounted shares that are offered to 
selected people not known nor revealed and 
could be detrimental to other minority share-
holders.

 Who are these placees? Are they friends 
of  the major shareholders?

On what basis do they deserve 
discounted stock in the company? 
And why have they been offered 
these shares over existing share-
holders? 

If  the prime objective is to raise 
funds (as it should be -- and not 
to fend off hostile interest), then a 
rights issue is always preferable at 
least in the first instance. 

That way, all shareholders have 
an opportunity to participate, and 
if  anyone is not keen on partaking, 
he or she always has the option of  
selling those rights in the market-

place. 
The detriment to the minority share-

holder is clear. If  the share price rises once the 
private placement exercise is announced, the 
effective discount to the market price is further 
widened. The placees suffer minimal down-
side, while enjoying tremendous upside if  and 
when the exercise goes through.

And depending on the size of  the place-
ment, the new stock has a dilutive effect on 
earnings per share and net assets per share, 
simply because there will be many more 
shares in circulation than previously. Thus, 
the dilution to minority interests is equal and 
proportionate to the size of  the placement. 

With the dilutive effect, another concern 
would be how long before any 
value can be accreted to the com-
pany if  any.

Recent examples have sur-
passed the typical thresholds of  
10% of  the outstanding share 
capital some even hitting 30%.  
In one case an additional share 
option scheme was issued thus 
the dilutive effect could be as 
high as 50% of  the company’s 
share capital.

This move in our opin-
ion could be interpreted by the 
market as one way as a means 

of  fending off hostile takeovers. However, 
it is to the detriment of  the other minority 
shareholder rights since their interests have 
been ignored in favour of  the major owners 
protecting their interests by way of  a private 
placement. Though this is within the law, 
minority shareholders will be disadvantaged 
if  all companies start doing such corporate 
exercises.  Especially in a region where bulky 
shareholding structures are so prevalent. 

We assert that there should be far greater 
scrutiny over private placement exercises by 
regulators, shareholders and directors.

As an overarching principle the placees 
should be made known and how they can add 
value to the company if  such placement exer-
cises are desperately needed by the company. 
Which should be in line with other exercises 
like the reverse take-overs and white knights 
in restructuring plans where placees/ acquirer 
are known.

Thus, regulators should intervene and 
require companies to not only identify such 
placees, but to also offer details of  their cre-
dentials, such as to demonstrate their worth 
as recipients of  price-discounted company 
shares. In addition, the utilization of  the pro-
ceeds must be more specific. 

Further, we would suggest that limits be 
installed on private placements, such as for 
example, limiting the issue to no more than 
10% of  the issued shares at the time of  the 
mandate or the amount required to meet the 
minimum public spread (subjected to regula-
tors approval), with the discounts not exceed-
ing a certain quantum, of  say 10% as cur-
rently stipulated in the Listing Requirements. 

Also there are no reasons why a board 
can’t proactively implement these measures at 
their own company level in the first instance. n

Rita Benoy Bushon
Chief  Executive Officer 
Minority Shareholder Watchdog Group (MSWG)
4 March 2015
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More Scrutiny Needed for 
Private Placements 

As an overarching principle the placees should be made known and how they can add value 
to the company if  such placement exercises are desperately needed by the company
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Our journey began in 2008 when our 
SME banking colleagues came across 

social enterprises (SE) during their interac-
tions with the business community. They 
learned more about how SEs offer sustain-
able solutions to bridge inequalities by gener-
ating both financial and social returns.

We spoke with partners on the ground 
and realised that we could meet the funda-
mental banking needs of  SEs. Hence, the 
DBS Social Enterprise Banking Package (SE 
package), the first cash transaction banking 
account customised for SEs in Singapore 
and Asia, was introduced. DBS also made 
the first step to engage with SEs that year 
through volunteering programmes and by 
engaging students in Hong Kong, which is a 
mature market for SEs.

As a bank born and bred in Asia, we 
understand the challenges faced by commu-
nities. As Asia grows, businesses need to be 
increasingly aware of  their social responsi-

bilities and do their part to build 
a better and more inclusive com-
munity for the future.

We increased our footprint in 
traditional philanthropy and vol-
unteerism, as seen in our ‘Happy 
Ever Asia’ project in 2009, which 
focuses on children and learn-
ing. However, we needed to find 
a more sustainable platform that 
played to the strengths of  our 
business.

We reflected on our heritage: 
DBS was born of  the Economic 
Development Board to finance the develop-
ment of  Singapore.  With our roots as the 
Development Bank of  Singapore, we rolled 
out many firsts and supported the nation on 
its journey to where it is today. 

We saw that SEs are the way forward to 
addressing social inequalities and helping to 
build a more inclusive and sustainable soci-

ety. We believe SEs offer innova-
tive and sustainable solutions to 
social challenges in a constantly 
evolving Asia. By developing com-
mercially viable solutions, SEs 
strive to provide jobs, goods and 
services to the disadvantaged and 
act as vehicles through which posi-
tive change can be delivered to 
communities. 

Entrepreneurship is a part of  
DBS’ DNA and we have always 
believed that small and medium-
sized enterprises (SMEs) are the 

backbone of  Asian economies. Having 
worked closely with the SMEs sector since 
2008, we decided to dedicate our efforts 
to championing Social Entrepreneurship 
as it plays to our lineage and strengths. We 
announced our official CSR mandate to 
Champion Social Entrepreneurship and 
started dipping our feet in a number of  ini-

DBS Championing 
Social Entrepreneurship

“We believe in being a force for good”
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DBS. Living, Breathing Asia

OUR VOLUNTEERS
IN 2014

3,470
Volunteers

% of Volunteers to
Staff Strength Bank-wide

15%

15,800
Number of Hours

Breakdown by markets
Number of Volunteer/Staff Strength

ChinaSingapore Hong Kong

India Indonesia Taiwan

1850/11% 235/10% 570/14%

420/42% 183/14% 212/14%

China
460

Singapore
1,423

Hong Kong
1,396India

200
Indonesia

135

Taiwan
2,226

5,840
Beneficiaries

impacted

157 skilled volunteers gave 
2,800 hours towards 

supporting Social Enterprises

PARTNERS AND PROGRAMMES

China

Taiwan

Hong Kong

Singapore

India

Indonesia

DBS-Hub Social
Entrepreneurship

Boot camp

DBS-NUS
Social Venture
Challenge Asia

DBS PACT
Incubator

DBS
Boot camps for
potential SEs

DBS –TISS
Social

Entrepreneurship
Programme

DBS-YouChange
Seed Funding

DBS-iLab 
Try-it and Do-it 
pre-incubation 

 Incubation 

DBS
Social Enterprise
Advancement

Grant

DBS. Living, Breathing Asia

National University of 
Singapore
Social Enterprise 
Association
HUB Singapore

UKMC UI 
Prasetiya Mulia

Fudan University
Non-Profit Incubator
You Change Foundation

SE Insights
Fu Jen Catholic University

Hong Kong Council 
of Social Service

Tata Institute of 
Social Sciences

OUR F      TPRINTS

SEs given
grants:

Grant
amount:

Beneficiaries
supported:

80 S$2.4
million

50,000+

DBS. Living, Breathing Asia

SE Events
supported:

Participants
reached at events

40 20,000

Social Enterprise Banking Package:

ChinaSingapore Hong Kong India Indonesia Taiwan

SINCE 2012

SEs showcased
internally:

200+

CHAMPIONING
SOCIAL ENTREPRENEURSHIP

POSITIVELY IMPACTING
COMMUNITIES

DBS. Living, Breathing Asia
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tiatives to drive awareness.
Senior management came together to 

strategise our social responsibility efforts and 
put together a 3-pronged framework, which 
presents a holistic approach to our support 
for SEs. The three prongs were:

• Increase awareness of  SEs and the 
social entrepreneurship sector by working 
closely with like-minded academic institu-
tions, government bodies, industry associa-
tions, sector developers and the media.

• Support SEs through seed funding, 
mentorship and volunteerism.

• Walk the talk and integrate the sup-
port of  SEs into our culture and operations 
through special banking packages, procuring 
goods and services from SEs and encourag-
ing our employees to volunteer at various 
SE-related initiatives.

The SE package was rolled out to the 
other five markets we operate in: China, 
Hong Kong, Taiwan, India and Indonesia, 
giving more SEs access to virtually free bank-
ing services. We further enhanced the DBS 
SE package to allow a zero minimum bal-
ance, allowing them to enjoy more flexibility. 
A business loan component was added to 
the banking package in Singapore, offering 
loans to SEs at half  the market rate, provid-
ing much-needed capital support.

Subsequently, programmes for support-
ing SEs were rolled out in India, China, 
Indonesia and Taiwan, with partners in the 
social enterprise sector.

What differentiates us is our proactive 
approach and full suite of  support offered to 
SEs. Furthermore, supporting social entre-
preneurship is innovative in itself  as many 
corporates still view CSR through a tradi-
tional lens, focusing on philanthropic activi-
ties like donations. Social entrepreneurship 
is in a nascent stage in Singapore, and few 
corporations focus solely on SEs. 

The complexities of  social enterprise 
are not clearly understood by the public 
and this is compounded by the ambiguity 
of  a double-bottom line (pursuing financial 
and social returns) that poses challenges and 
requires education and public awareness. It 
takes cross-sector collaboration to create an 
environment that is conducive to the devel-
opment of  SEs. People, public and private 
sectors need to work together to create a 
strong foundation for a healthy SE sector. 
This is why DBS partners like-minded or-

ganisations to develop the sector holistically. 
We strive to educate stakeholders and 

society at large through our outreach events 
that seek to create awareness for SEs to cater 
to the needs of  different stakeholder groups. 
To date, we have supported over 30 SE-
related events, reaching out to over 6,000 
participants. 

We launched the DBS-NUS Social 
Venture Challenge (SVCA) in 2014 to iden-
tify new ventures that have the potential to 
generate scalable and sustainable 
social impact and raise awareness 
of  social entrepreneurship. The 
response was encouraging, with 
over 400 entries across 20 coun-
tries submitted. The competition 
includes intensive bootcamps 
for participants, networking op-
portunities, and seed capital for 
the winners to jumpstart their 
ventures. In commemoration of  
Singapore’s 50th year of  inde-
pendence, DBS is offering SGD 
150,000 of  seed funding to the 
2015 winners, which encourages 
the submission of  ideas to dem-
onstrate greater scalability and 
potential for sustainable social 
impact.

We also realise the importance of  com-
municating our corporate citizenry efforts 
to our shareholders and helping them un-
derstand social entrepreneurship in an ac-
cessible way. Thus, we held an SE showcase 
at our 2014 Annual General Meeting to 
allow shareholders to learn about and en-
gage with SEs. 

We also believe in involving and educat-
ing our customers on social entrepreneur-
ship. In 2014, we held our first Social Good 
Clinic at the DBS Asian Insights Conference 
to educate our customers on responsible 
capitalism and social ventures. We invited 
Andrew Hewitt, Founder of  GameChangers 
500 – a list of  the world’s top purpose-driven 
organisations using business as a force for 
good, to discuss how social good is shaping 
the Asia of  Tomorrow. 

In order to engage the private sector, 
DBS sponsored the SE showcase and SE 
pitch at the 5th Annual Singapore Institute 
of  Director’s (SID) Conference 2014, which 
was attended by 500 senior executives and 
directors. Panel discussions on the emer-

gence of  a new capitalism model which sees 
profits with purpose as a business imperative 
were also held. This enabled networking and 
opened up collaboration opportunities for 
SEs and corporates. 

Given that social entrepreneurship is still 
not clearly understood in Singapore, we have 
worked to raise awareness of  the positive 
impact that SEs bring to a wider audience 
through targeted media engagement. We 
featured four local SEs in a series of  articles 

in Straits Times in 2014. These 
articles also contained practical 
advice for SEs on available fi-
nancing options. 

We believe that our staff are 
our strongest advocates and as 
such, we strive to embed social 
entrepreneurship into our culture 
by involving staff in SE-related 
activities. One initiative was the 
establishment of  a permanent 
Social Enterprise Exchange at 
our headquarters, which gives 
SEs the opportunity to showcase 
their goods, services and causes.

To be effective, SEs must also 
be successful businesses. They 
should be able to deal with com-

mercial realities like access to capital, cash 
flow and day-to-day management.  Hence, 
we strongly encourage our employees to 
share their experience and expertise with 
SEs through mentorship and volunteerism. 

We are aware that SEs are highly driven 
in realising their social missions, but often 
lack the capacity to address their strate-
gic, operational and financial challenges. 
We conduct regional skilled volunteering 
programmes that leverage our people and 
knowledge to provide business expertise, 
such as financial management, operational 
cash flows and marketing communications, 
as well as skills transfer for promising social 
ventures so they may acquire knowledge to 
improve their processes and increase their 
impact. To date, we have supported over 40 
SEs regionally through training, advisory 
and coaching. 

Through our skilled volunteerism pro-
grammes, we rally staff to contribute to the SE 
sector by sharing relevant knowledge and spe-
cialised skills with SEs. In turn, DBS staff gain 
greater understanding of  SEs and the sector re-
sulting in a transfer of  expertise for social good.  
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In 2014, we launched our 
inaugural DBS Scalathon which 
leveraged the skills of  our tal-
ents to help two SEs, Billion 
Bricks and Kerbside Gourmet, 
strengthen their business strate-
gies and scale up their opera-
tions and social impact. Senior 
executives from within the bank 
also provided strategic counsel 
for social enterprise in the areas 
of  finance, such as cash flow and 
financial modeling..

In 2014, we launched the 
PACT Incubator programme, in 
partnership with Hub Singapore 
and National Youth Council, 
aims to help social ventures grow 
by providing coaching, networks, 
mentoring, tools and a co-working space to 
grow and scale SEs. Furthermore, we rec-
ognise that as start-ups, SEs face difficulties 
securing early stage capital. At DBS, we have 
a grant programme to help SEs grow and 
scale their businesses. Grants given to SEs in 
their early days of  business helps in absorb-
ing some of  their start–up costs and gives the 
required thrust for their business to take off.

Success of  a business is usually measured 
in profit and return, but for SEs, their success 
is also measured by the positive return they 
make to society. In addition to business goals, 
social, cultural and environmental goals are 
also set. These goals are hard to quantify, 
and many SEs pump their profits back into 

their social causes. 
We offer preferential loans to 

SEs looking to expand their op-
erations and enhance their com-
mercial viability. To date, we have 
supported over 80 SEs in our six key 
markets, engaged over 200 for our 
events, and given out over SGD2.2 
million in grants to 79 promising 
SEs. In 2014, we procured over a 
quarter of  a million dollars worth 
of  products and services and pro-
vided training and coaching to over 
30 SEs. 50,000 individuals benefit-
ted from the services provided by 
our SEs last year. While this is the 
direct impact we have had, we re-
alise the cascading effect this has on 
the families of  the 50,000 beneficia-

ries we have supported. 
In addition to supporting 

social enterprises, DBS encour-
ages its staff to volunteer for 
worthy causes. In 2014, the 
bank established the People of  
Purpose movement to facilitate 
staff volunteerism efforts. The 
movement had a participation 
rate of  15%, with 3500 em-
ployees providing close to 6000 
hours of  volunteer work. Some 
examples of  how we have 
given back to the community 
through active volunteerism 
include home visitations to se-

niors living alone and hosting the elderly on 
an outing to the aquarium, which had close 
to 1000 employees touching the lives of  500 
senior citizens. To encourage staff to play a 
more role within the communities, they are 
given two days of  annual volunteer leave to 
work on causes of  their choice.

To signal our serious commitment to ad-
dressing the region’s evolving social needs, 
DBS launched a SGD 50 million foundation 
in 2014, in conjunction with Singapore’s 
50th year of  independence. 

“At DBS, we are of  the view that we share a 
symbiotic relationship with the societies and com-
munities which we operate in. We believe in be-
ing a force for good. Apart from creating long-term 
economic value, we also seek to positively benefit the 
communities we are present in, and deliver social 
value. The DBS Foundation will enable us to be a 
further catalyst of  change”. – Piyush Gupta, CEO, 
DBS Bank said at the launch of  the 50 million 
DBS Foundation

Having progressed over the years to-
gether with the nation, DBS Foundation will 
help scale up our support for SEs that ben-
efit communities in Asia and make an even 
greater and lasting impact in addressing the 
region’s evolving social issues. As the only 
corporate foundation in Asia solely dedicat-
ed to championing social entrepreneurship, 
DBS Foundation contributes towards build-
ing a more inclusive society so that those at 
society’s margins can enjoy productive and 
rewarding lives. DBS Foundation works with 
SEs and social entrepreneurs in our six key 
markets, conducting programmes ranging 
from basic training & workshops to intensive 
incubation, project grant support, forums 
for knowledge sharing and senior manage-
ment mentoring. n
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•  United States has overtaken China as top target 
for growth for the first time in five years

•  Russian CEOs go from most confident in 2014 
to least in 2015

Fewer CEOs than last year think global 
economic growth will improve over 

the next 12 months, though confidence in 
their ability to achieve revenue growth in 
their own companies remains stable, say 
the more than 1,300 CEOs interviewed 
worldwide in PwC’s 18th Annual Global 
CEO Survey. Results of  the survey were 
released at the opening of  the World Eco-
nomic Forum Annual Meeting in Davos, 
Switzerland.

 
Global Economy
CEOs are less optimistic about global 
growth prospects than a year ago, with 
37% of  CEOs thinking global economic 
growth will improve in 2015. This is down 
from 44% last year. Significantly, 17% of  
CEOs believe global economic growth 
will decline, more than twice as many as a 
year ago (7%). The remaining 44% expect 
economic conditions to remain steady.

Regionally, the results show wide varia-
tions. CEOs in ASEAN are the most opti-
mistic about the global economy with 49% 
anticipating improvement, followed by Asia 
Pacific (45%), the Middle East (44%) and 
North America (37%). On the other hand, 
only 16% of  CEOs in Central and East-
ern Europe expect economic improvement. 
CEOs in emerging economies like India 
(59%), China (46%) and Mexico (42%) are 
more optimistic about the economy than 
those in developed economies like the US 
(29%) and Germany (33%).

Revenue Growth
Despite the overall declining outlook for 
the global economy, CEOs remain confi-
dent about prospects for their own com-
pany; 39% worldwide said they are ‘very 
confident’ their company’s revenues will 
grow in the next 12 months. That’s the 
same as last year; though up slightly from 
36% in 2013.

Regionally, ASEAN CEOs are more 
confident of  revenue growth at 47% when 
compared with the global average 
of  39%. This is also up from last 
year’s figure of  45%. In the lon-
ger term, 54% of  ASEAN CEOs 
are very confident of  their own 
company’s prospects for revenue 
growth over the next three years 
– higher than the global average 
of  49%. On top of  this, 71% of  
ASEAN CEOs said that there are 
more growth opportunities for 
their company today than there 
were three years ago, again higher 
than the global average of  61%.

Commenting on this, Yeoh Oon Jin, 
Executive Chairman, PwC Singapore said:

“The increase in CEOs’ confidence in 
their companies’ revenue growth in ASEAN 
is a strong signal that business sentiment in 
the region remains strong despite a less op-

timistic outlook globally. We are 
confident that Southeast Asia, as a 
region, will continue to grow as an 
attractive investment destination. 
This bodes well for Singapore as 
we remain as a favoured regional 
headquarter location.”

CEOs in the Asia Pacific re-
gion (45%) are also confident of  
revenue growth, about the same 
as last year. The Middle East is 
still one of  the most optimistic 
regions with 44% of  CEOs very 
confident of  revenue growth, 
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Global Economy for 2015
89% of  ASEAN CEOs have said they think changes in industry regulation will be

 disruptive for their industry over the next 5 years.
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although this is down markedly from last 
year’s 69%. CEO confidence in growth is 
higher in North America, rising to 43% 
from 33%. CEOs in Western Europe (31%) 
and Central and Eastern Europe (30%) 
are least optimistic about their company’s 
growth prospects.

Looking country by country, India’s 
CEOs top the list, with 62% very confident 
in their short-term growth prospects. Other 
leading countries include Mexico (50%), 
the US (46%), Australia (43%) the UK and 
South Africa (39%), China (36%), Ger-
many (35%) and Brazil (30%). Among the 
least confident countries are France (23%), 
Venezuela (22%), Italy (20%), Argentina 
(17%) and, at the bottom of  the list, Russia, 
with only 16% of  CEOs very confident of  
revenue growth for 2015. This is down from 
53% last year when Russia’s CEOs were the 
most confident in the world.

Commenting on the survey results, 
Yeoh Oon Jin, Executive Chairman, PwC 
Singapore, said:

“The world is facing significant chal-
lenges: economically, politically and so-
cially. Globally, CEOs overall remain 
cautious in their near-term outlook for 
the worldwide economy, as well as for 
growth prospects for their own compa-
nies. While some mature markets like the 
US appear to be rebounding, others such 
as the Eurozone continue to struggle. 
And while some emerging economies 
continue to expand rapidly, others are 
slowing.  Finding the right strategic bal-
ance to sustain growth in this fast chang-
ing marketplace remains a challenge.

CEO confidence is down notably in oil-
producing nations around the world as a 
result of  plummeting crude oil prices. Rus-
sia CEOs, for example, were the most con-
fident in last year’s survey, but are the least 
confident this year. Confidence also slipped 
among CEOs in the Middle East, Venezu-
ela, and Nigeria.”

 
Strategies for Growth
Globally, CEOs rank the US as their most 
important market for growth over the next 
12 months, placing it ahead of  China for 
the first time since we started asking this 
question five years ago.  Overall, 38% 0f  
CEOs say the US is among their top-three 
overseas growth markets, compared with 

34% for China, 19% for Germany, 11% for 
the UK and 10 % for Brazil.

In contrast, 46% of  ASEAN CEOs 
name China as the most important mar-
ket to them for growth over the next 12 
months, followed by the US (38%), and 
Indonesia (21%).

CEOs say they will undertake a num-
ber of  business strategies to strengthen their 
companies in the coming 12 months. Over-
all, 71% say they will cut costs, 51% will form 
strategic alliances or joint ventures, 31% will 
outsource a business process or function, 
and 29% will complete a domestic M&A 
(up from 23% last year). In ASEAN, 61% of  
CEOs plan to implement cost-reduction ini-
tiatives, while 53% plan to enter into a new 
strategic alliance or joint venture.

 
What worries CEOs most?
Over-regulation again tops the list of  con-
cerns, named by 78% of  CEOs worldwide. 

This is up 6 points from last year and is now at 
the highest level ever seen in the survey. Coun-
tries where concern about over-regulation is 
particularly high include Argentina (98%), 
Venezuela (96%), the US (90%), Germany 
(90%), the UK (87%), and China (85%).  In 
ASEAN, the top threat is listed as geopolitical 
uncertainty (89%), followed by increasing tax 
burden (82%), and over-regulation (78%).

Other top concerns cited by CEOs 
globally are availability of  key skills (73%), 
fiscal deficits and debt burdens (72%), geo-
political uncertainty (72%), increasing taxes 
(70%), cyber threats and the lack of  data 
security (61%) - going up rapidly from 48% 
last year – as well as social instability (60%), 
shifting consumer patterns (60%) and the 
speed of  technological change (58%).

Globally, CEOs concerns are up in 
all areas compared to last year with the 
exception of  energy costs where they are 
slightly down at 59%.

TABLE 1: Very confident of short-term revenue growth

 2015 2014 2013

India 62% 49% 63%

Mexico 50% 51% 62%

ASEAN* 47% 45% 40%

US 46% 36% 30%

Romania 44% 39% 42%

Australia 43% 34% 30%

Global 39% 39% 36%

South Africa 39% 25% 45%

UK 39% 27% 22%

China/Hong Kong 36% 48% 40%

Canada 36% 27% 42%

Germany 35% 33% 31%

Spain 35% 23% 20%

Denmark 33% 44% NA

Brazil 30% 42% 44%

Japan 27% 27% 18%

Switzerland 24% 42% 18%

France 23% 22% 13%

Venezuela 22% 25% 30%

Italy 20% 27% 21%

Argentina 17% 10% 26%

Italy 20% 27% 21%

Argentina 17% 10% 26%

Russia 16% 53% 66%

* The ASEAN countries in which interviews were conducted are: Cambodia, Indonesia, Malaysia, Philippines, Singapore, Thailand and Vietnam.
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 The Competitive Landscape
A third of  CEOs worldwide say 
their company has recently en-
tered or considered entering one 
or more new industries in the last 
three years, and more than half  
(56%) believe that organisations 
will increasingly compete in new 
sectors in the next three years. 
ASEAN CEOs share similar sen-
timent, at58%.

CEOs worldwide think a sig-
nificant competitor is emerging or 
could emerge from the following 
sectors:  technology (32%), retail 
and wholesale distribution (19%), 
and communications, entertain-
ment and media (6%). ASEAN 
CEOs listed Technology (36%), 
and Retail and Wholesale Distri-
bution (25%).

CEOs globally are also us-
ing joint ventures, alliances and informal 
collaborations to gain a competitive edge, 
working with suppliers (41%), customers 
(41%), and academia (32%). The top rea-
sons for collaboration are access to new cus-
tomers, emerging technologies, new mar-
kets and innovation.

 
Working with Government
CEOs around the world say the top prior-
ity of  government should be maintaining a 
competitive and efficient tax system, cited 
by 67% of  survey respondents.  In ASEAN, 
64% of  surveyed CEOs share similar sen-
timent. Encouragingly, 57% of  ASEAN 
CEOs said that they were seeing changes 
in the way ‘Governments are increasing 
implementing more competitive tax policies, 
which are influencing organisations and de-
cisions on where to operate’. 

Likewise, access to a skilled workforce is 
highly valued by 60% of  CEOs worldwide, 
but just 21% say enough skilled workers are 
available in their country.  Other govern-
ment priorities for CEOs around the world 
include physical infrastructure (49%), af-
fordable capital (29%), and digital infra-
structure (28%). One notable issue, reducing 
the risk of  climate change, is given priority 
by only 6%.

 
The Digital Age 
The emergence of  digital technology has 

completely changed how compa-
nies do business; 58% of  CEOs 
around the world are concerned 
about the speed of  technological 
change compared with 47% last 
year. Mobile technologies are seen 
by 81% of  CEOs globally as most 
important to their company, fol-
lowed by data mining and analy-
sis (80%), cybersecurity (78%), 
socially enabled business process-
es (61%) and cloud computing 
(60%). Companies get the most 
benefit from digital technologies 
in the areas of  operating efficien-
cy (88%), data and data analytics 
(84%) and customer experience 
(77%).

“CEOs know that they must 
be adaptable to disruptive chang-
es in technology impacting their 
markets. They need to put tech-

nology at the core of  their business strat-
egy to create value for customers. Finding 

new ways of  thinking and working in this 
fast evolving competitive landscape is crit-
ical to success. Singapore is well-placed to 
leverage on digital technology both at a 
national and business level, thanks to the 
sound infrastructure put in in place by the 
Singapore government, and Singapore 
businesses should seize this advantage to 
work faster, smarter and more securely,” 
concluded Yeoh Oon Jin, Executive 
Chairman, PwC Singapore.

 
Talent Diversity and Adaptability 
Half  of  CEOs around the world say they 
will increase their headcount over the next 
12 months, while 21% expect a decrease 
(this remains about the same as last year).  
In ASEAN, 67% of  CEOs expect to in-
crease headcount in the next 12 months, 
with only 13% planning to cut their work 
force this year.

As CEOs seek to meet the challenge 
of  finding the right people, 81% globally 
say they are looking for a broader range 
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TABLE 2: Percentage of CEOs expected to boost headcount 
in next 12 months (by industry)

 2015 2014 2013

Asset Management 61% 58% 55%

Healthcare 59% 53% 43%

Pharmaceuticals & Life Sciences 58% 44% 38%

Business services 56% 62% 56%

Technology 55% 63% 44%

Banking & Capital Markets 53% 52% 44%

Industrial Manufacturing 53% 46% 36%

Mining 52% 25% 39%

Engineering & Construction 51% 51% 52%

Insurance 50% 59% 39%

Chemicals 50% 49% 43%

Transport & Logistics 49% 40% 43%

Automotive 49% 45% 44%

Retail 46% 51% 49%

Entertainment & Media 46% 53% 43%

Hospitality & Leisure 45% 51% 33%

Metals 41% 22% 28%

Consumer 40% 46% 40%

Communications 40% 52% 36%

Energy 36% 56% 39%

Power & Utilities 36% 36% 41%

Forest, Paper & Packaging 27% 45% 32%
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of  skills, compared with 87% in ASEAN. 
Interestingly, while nearly two-thirds of  
CEOs’ organisations (64%) worldwide have 
a diversity and inclusiveness strategy, only 
55% of  ASEAN CEOs have one. Of  those 
who have such strategies, 95% say it has im-
proved their bottom line in ASEAN, com-
pared with 85% globally.

ASEAN highlights can be found below 
as Appendix A.

Notes:
• Survey Methodology:

For PwC’s 18th Annual Global CEO Sur-
vey, 1,322 interviews were conducted in 77 
countries during the last quarter of  2014. By 
region, 459 interviews were conducted in Asia 
Pacific, 455 in Europe, 147 in North America, 
167 in Latin America, 49 in Africa and 45 in 
the Middle East.

The full survey report with supporting 
graphics can be downloaded at www.pwc.com/
ceosurvey.
• List of  country/regional CEO saying they 

are very confident of  12 month growth. (See 
table 1)

•  List of  CEOs planning job increases by in-
dustry. (See table 2)

Appendix A
2015 PwC Global CEO Survey
ASEAN highlights (CEOs from Cambodia, 
Indonesia, Malaysia, Philippines, Singapore, Thailand 
and Vietnam participated in the survey)
47% of  ASEAN CEOs very confident of  
12-month company growth
89% of  ASEAN CEOs have said they think changes 
in industry regulation will be disruptive for their 
industry over the next 5 years.
 
Note: global figures in brackets
Company growth prospects
•  47% (39%) of  ASEAN CEOs are very con-

fident of  growth in their company over the 
next 12 months. This is up from 45% last 
year.

•  In the longer term, 54% (49%) are very con-
fident about their own company’s prospects 
for revenue growth over the next 3 years.

Global economy
•  49% (37%) of  ASEAN CEOs anticipate 

global economic growth will improve in 
2015. 

Growth opportunities
•  71% (61%) of  CEOs said there are more 

growth opportunities for their company to-
day than there were 3 years ago.

•  When asked to name the countries most 
important to them for their growth in the 
next 12 months, 46% of  ASEAN CEOs 
named China, 38% the US, and 21% In-
donesia.

 
Restructuring
• 61% (71%) of  ASEAN CEOs plan to im-

plement a cost-reduction initiative over the 
next 12 months.

•  53% (51%) plan to enter into a new strate-
gic alliance or joint venture. 

Headcount talent and diversity
•  67% (50%) of  ASEAN CEOs expect to in-

crease headcount in the next 12 months.
•  13% (21%) plan to cut their workforce this 

year.
•  55% (64%) of  the CEOs in ASEAN said 

they have a strategy to promote talent di-
versity and inclusiveness.

•  95% (85%) of  the CEOs ranked the pos-
sibility of  enhancing business performance 
as one of  the main benefits of  having a 
strategy to promote talent and diversity. 
93% (83%) voted for strengthening brand 
and reputation, with 93% (91%) opting for 
attracting talent.  

• 89% (81%) of  CEOs agreed that they al-
ways equip employees with new skills 
through continuous learning or mobility 
programmes. 87% (81%) agreed that they 
look for a much broader range of  skills 
when hiring than in the past. Finally, in 
third place, 86% (78%) said they always 
use multiple channels to find talent, includ-
ing online platforms and social networks. 

Threats
•  66% (59%) said there are more threats to 

the growth of  their companies today than 
there were 3 years ago.

•  The top three potential economic and pol-
icy threats highlighted by ASEAN CEOs: 
87% (72%) cited geopolitical uncertainty, 
82% (70%) increasing tax burden, and 
80% (78%) over-regulation.

•  Of  business threats, 79% (51%) cited brib-
ery and corruption, 78% (73%) availability 
of  key skills, and 72% (59%) high or vola-
tile energy costs. 

Disruptive trends
• Asked about disruptive trends that will trans-

form their business over the next five years, 
a high 89% (66%) cited changes in industry 
regulation, followed by an increase in num-
ber of  significant direct and indirect com-
petitors – traditional and new - with 79% 
(61%). 

Competition and opportunities
•  58% (56%) of  ASEAN CEOs believe that 

organisations will increasingly compete in 
sectors other than their own, over the next 
three years.

• When asked if  CEOs are currently engaged 
with partners through joint ventures, stra-
tegic alliances or informal collaborations, 
ASEAN CEOs said with suppliers 41% 
(41%), and business networks, clusters or 
trade organisations 34% (29%).

• 51% (47%) considered the access to new 
consumers as the reason for collaborating in 
joint ventures, strategic alliances or informal 
collaborations, and 51% (42%) said the rea-
son is the access to new geographic markets.

•  When asked about industries outside their 
own that could emerge as significant com-
petitors, 36% (32%) of  CEOs cited the 
Technology industry, and 25% (19%) Retail 
and Wholesale Distribution. 

Government
• 64% (67%) of  CEOs in ASEAN thought a 

priority for government should be to work 
on an internationally competitive and effi-
cient tax system. 49% (54%) thought their 
government has been ineffective in achiev-
ing this.

•  61% (60%) said their Government should 
give priority to creating a skilled and adapt-
able workforce. 37% (47%) thought their 
government has been ineffective in achiev-
ing this.

•  When asked if  they were seeing changes in 
international policies and regulations, 57% 
(53%) of  ASEAN CEOs said they were see-
ing changes in the way ‘Governments are in-
creasingly implementing more competitive 
tax policies, which are influencing organisa-
tions and decisions on where to operate’.

•  On the other hand 62% (47%) said they 
weren’t seeing any changes in the way col-
laboration among governments and busi-
nesses is more effectively mitigating climate 
change risks. n
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By 
Christine Lagarde 
Managing Director, 
International Monetary 
Fund

Speech: Managing Director, Christine Lagarde
Date: January 15, 2015 – Washington D.C. 

Diana, thank you for the kind introduction, 
and thank you to Christopher Tuttle and 

the Council on Foreign Relations for the op-
portunity to speak today about the outlook for 
the global economy in this New Year 2015.

The Council and the IMF have much in 
common: they both take a global perspective; 
they were both founded after global conflicts – 
World War I and World War II; and they both 
joined the perennial quest for a more peaceful 
and more prosperous world. I am glad to say 
that we are still on the same team!

Good teamwork and strong leadership will 
be needed this year. The latest up-
date of  our World Economic Out-
look – with all the specific numbers 
– will be formally presented next 
week. But I can already say this: de-
spite the boost from cheaper oil and 
stronger U.S. growth, we see the 
global recovery continuing to face a 
very strong headwind.

But before I delve into the 
details of  the challenges ahead, I 
would like to share with you a brief  
story that has resonated with me.

Late last year, on November 12, 
a little spacecraft operated by the 
European Space Agency made the 
first-ever landing on a comet after a 
10-year journey covering half  a bil-
lion miles. Like millions of  others, I 

was mesmerized by the sheer audacity of  this 
adventure.

The touchdown on the comet, called 67P, 
was part of  the ongoing “Rosetta” mission, 
which is led by a multinational team of  scien-
tists. Together, these scientists have extended 
humanity’s reach into the cosmos and, by do-
ing so, they have enhanced our understanding 
of  our own planet. They embody the spirit of  
those 19th century scholars who used the origi-
nal Rosetta Stone to decode the ancient Egyp-
tian hieroglyphs.

Why is this story relevant right now? Be-
cause this year the global economy will face 
what we might call three “Rosetta moments”. 
These are major policy challenges that require 
decisions based on political courage, decisive 
action, and multilateral thinking – in short, true 
global leadership.

The first Rosetta moment is all about 
boosting growth and employment in the next 
12 months – overcoming that “strong head-
wind” that I mentioned. The second Rosetta 
moment is about achieving more inclusive, 
shared growth; and the third is about attaining 
more sustainable, balanced growth.

These three moments are, of  
course, deeply interconnected and 
mutually dependent. All are impor-
tant, all demand strong leadership, 
all require cooperation. But – surely 
– if  we can catch a comet in space, 
can’t we address the policy challeng-
es here on Earth?

1. Global outlook, risks, and 
policy actions – injecting new 
momentum

I will start with the immediate 
challenge of  how to inject greater 
momentum into the recovery. As 
I said, we are still in the process of  
finalizing the hard numbers for our 
updated forecast. So I will focus on 
the main trends and policy recom-

mendations.
The obvious question is this: should lower 

oil prices and a stronger recovery in the United 
States make us more upbeat about the pros-
pects for the global economy? The answer is 
most likely “No,” since there are still powerful 
factors that weigh on the downside.

Certainly, the drop in oil prices is a wel-
come shot in the arm for the global economy. 
Cheaper oil increases consumers’ purchasing 
power and private demand in oil-importing 
countries. Depending on how long oil prices 
will remain at low levels, this could provide a 
positive contribution to global growth for some 
time.

As for the U.S. economy, it performed well 
in 2014 and should strengthen further this year 
– largely due to more robust household spend-
ing. U.S. unemployment continues to decline; 
cheaper oil is boosting real incomes and con-
sumer sentiment; and there is continued sup-
port from accommodative monetary policy.

So what is the catch? The oil price and U.S. 
growth are not a cure for deep-seated weak-
nesses elsewhere. Too many countries are still 
weighed down by the legacies of  the financial 
crisis, including high debt and high unemploy-
ment. Too many companies and households 
keep cutting back on investment and consump-
tion today because they are concerned about 
low growth in the future.

In fact, the United States is the only ma-
jor economy that is likely to buck the trend this 
year, while others are being held back – mainly 
by lackluster investment. A promising recovery 
continues in the UK, but growth remains very 
low in the Euro Area and Japan. And emerging 
economies, led by China, are slowing down, 
relatively speaking.

Risks
Overall, we believe that global growth is still 
too low, too brittle, and too lopsided. More-
over, there are significant risks to the recovery. 
What are these? 

Three “Rosetta Moments” for the 
Global Economy in 2015

There is a lot of  weaving to be done this year
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• First, the asynchronous normalization 
of  monetary policies in advanced economies. 
There has been a lot of  talk about this, but this 
year we should expect it to actually begin. The 
U.S. could see its first rise in short-term inter-
est rates since 2006 – an important moment. 
Even if  this process is well-managed and well-
communicated – and I believe that it has been 
and will be – there could be negative effects for 
emerging markets and global financial stability.

• Second, emerging and developing econo-
mies could face a triple hit of  a strengthening 
U.S dollar, higher global interest rates, and 
more volatile capital flows. A stronger dol-
lar will have a significant impact on financial 
systems in emerging markets, because many 
banks and companies have increased their bor-
rowing in dollars over the past five years. The 
oil price drop – and weaker commodity prices 
more generally – have added to these risks, 
with some countries such as Nigeria, Russia, 
and Venezuela facing huge currency pressures. 
Given the size of  these economies, the recent 
developments could also have significant re-
gional effects.

• Third, there is a risk that the Euro Area 
and Japan could remain stuck in a world of  low 
growth and low inflation for a prolonged pe-
riod. This “low-low environment” would make 
it even harder for many Euro Area countries 
to reduce unemployment and excessive public 
and private debt, and so would raise the risk of  
recession and deflation.

• Fourth, there are increased geopolitical 
risks. In Ukraine, for example, increased inter-
national support to complement IMF support 
is crucial. At the same time, there is a palpable 
sense that the forces of  intolerance and frag-
mentation are gaining strength. The recent 
atrocities in France – my home country – in 
Nigeria, or in Pakistan are only the latest ac-
tions of  forces that are fundamentally opposed 
to what we here in this room believe in.

This all points to one thing: the need for 
a powerful policy mix that can strengthen the 
recovery and provide better employment per-
spectives for citizens worldwide. How can poli-
cymakers deliver on this Rosetta moment?

Policy action
Broadly speaking, accommodative monetary 
policies remain essential. Fiscal adjustment 
must be as growth and job-friendly as possible. 
And above all, policymakers need to finally step 
up structural reforms. This economic mantra 

– support demand, growth, and structural re-
forms – is not new, but now takes on increased 
urgency. And it places increased emphasis on 
political leadership.

For example, the impact of  lower oil prices 
will prove to be an immediate test for many pol-
icy makers. Not so much for oil importers, for 
whom the windfall provides an opportunity to 
strengthen their macroeconomic frameworks 
and may help in alleviating inflation pressures.

But oil exporters need to cushion the shock 
on their economies. Some are us-
ing their rainy day funds and fiscal 
deficits to adjust public spending 
more gradually. Others resort to 
allowing substantial exchange rate 
depreciation, which poses the risk 
of  inflation and may require tighter 
monetary policies.

In the Euro Area, cheaper oil 
is contributing to a further decline 
in inflation expectations, which in-
creases the risk of  deflation. This 
bolsters the case for additional mon-
etary stimulus, which the European 
Central Bank has indicated it stands 
ready to support as needed.

Most importantly, however, the drop in 
oil prices provides a golden opportunity to cut 
energy subsidies and use the savings for more 
targeted transfers to protect the poor – for 
which the IMF has been pushing hard. We 
have recently seen a successful decrease in fossil 
fuel subsidies in countries such as Cameroon, 
Côte d’Ivoire, Egypt, Haiti, India, Indonesia, 
and Malaysia. In some advanced countries, 
policymakers should also seize the moment to 
increase energy taxes to build fiscal buffers or 
reduce other taxes, especially on labor.

This, of  course, requires political courage 
– which it has in common with the 2nd Rosetta 
moment: how to achieve more inclusive, more 
shared growth over the medium term.

2. Structural reforms, infrastructure, 
and trade – generating more inclusive 
growth

Let me be blunt: more than six years 
after the start of  the Great Recession, too 
many people still do not feel the recovery. In 
too many countries, unemployment remains 
high and inequality has increased. This is 
why we need a decisive push for structural 
reforms to boost current and potential 
growth over the medium term.

2015 must be the year of  action. This 
means removing deep-seated distortions in 
labor and product markets; it means revamp-
ing creaking infrastructures and building new 
ones; it means trade liberalization and pressing 
ahead with reforms in education, health, and 
social safety nets. It also means unleashing the 
economic power of  women.

I would like to expand on two potential 
game changers.

Infrastructure investment
One is infrastructure investment 
– where it is carefully chosen and 
efficient. Let me be clear: I am not 
referring to the proverbial “bridges 
to nowhere”. IMF research shows 
that increased public infrastructure 
investment raises output in the short 
term by boosting demand; and in 
the long term by raising the econ-
omy’s productive capacity. Indeed, 
lifting quality infrastructure invest-
ment is a major part of  the G-20 
growth agenda, which is estimated 
to add more than US$2 trillion to 
the global economy over the next 

four years.
The scope for such investments varies 

across countries, depending on their fiscal 
space and infrastructure gaps. India and Brazil, 
for example, would need to focus on remov-
ing bottlenecks – in transportation and energy 
– that constrain their growth. In the U.S. and 
Germany, it is more about fixing up existing in-
frastructure after decades of  under-investment.

Whatever the need, now is the time to 
show determination – for example, by follow-
ing through on the European Commission’s 
ambitious €315bn investment plan, which 
holds out the promise of  stronger growth and 
job creation.

Gender policies
Another potential game changer is to unleash 
the economic power of  millions of  women 
who are currently locked out of  the labor mar-
ket. Excluding these women is not just mor-
ally wrong, it is bad economics. Gender gaps 
in labor force participation exist all over the 
world, ranging from 12 percent in the OECD 
economies to 50 percent in the Middle East 
and North Africa.

Countries like Chile and the Netherlands, 
for example, have shown that you can sharp-
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ly increase female labor force participation 
through smart policies that emphasize afford-
able childcare, maternity leave, and workplace 
flexibility. Again, one of  the key goals of  the 
G-20 growth strategy is to close the gender 
gap by 25 per cent over the next decade. This 
would bring more than 100 million women 
into the labor force, thus increasing global 
growth and reducing poverty and inequality.

Trade reform
The next question is: how can we better le-
verage the gains from various structural re-
forms? Trade liberalization may well provide 
the right answer!

After years of  slowing growth in global 
trade, 2015 could be a make-or-break year 
for negotiations on an ambitious 
Transpacific trade deal – the Trans-
Pacific Partnership (or TPP). Poli-
cymakers also need to press ahead 
with negotiations on a Transatlan-
tic deal, known as TTIP, which is 
less advanced but could provide 
just as many benefits as its Pacific 
cousin.

In the United States, these 
important trade deals are areas of  
potential cooperation between the 
new Congress and the President. 
For the European Union, progress 
on trade would be immensely helpful in lifting 
growth and confidence. The Japanese govern-
ment is keen to use the TPP to inject greater 
competition into its low-growth economy. And 
emerging and developing economies would 
benefit from better integration into the global 
economy. So what’s there not to like?

On all sides, there are incentives to cut 
deals. Political will is now needed to get to the 
finish line.

Here we arrive at the 3rd Rosetta mo-
ment: how to achieve more sustainable, bal-
anced growth over the long term? Financial 
regulation, international development, and 
environmental policy are key.

3. Financial regulation, international 
development, and climate change – 
engendering more sustainable growth

If  there is one lesson from the Great Re-
cession, it is that you cannot have sustainable 
economic growth without a sustainable finan-
cial sector. So we must complete the agenda on 
financial sector reform.

There has been progress, especially on 
banking regulation and – to a lesser extent – 
on addressing too-important-to-fail financial 
institutions. The global banking system is now 
less leveraged and therefore less vulnerable to 
contagion. But shadow banking has yet to be 
transformed into a resilient source of  finance 
for the economy.

The big challenge now is to implement re-
forms and improve the quality of  supervision. 
For example, the two most important financial 
markets – the United States and the European 
Union – have diverged in their implementa-
tion of  the Basel III framework. These differ-
ences will need to be carefully monitored. We 
also need to make progress in setting rules for 
complex derivatives transactions that stretch 

across borders.
Above all, we have yet to see 

a sea change in the culture of  the 
financial sector. Some important 
actions are being taken: for ex-
ample, the first jury trials related 
to the LIBOR trading scandal will 
be held this year. But fully restoring 
trust needs an all-out effort to pro-
mote and enforce ethical behavior 
throughout the industry.

Sustainable Development and 
Climate Change

Another example of  how to engender more 
sustainable growth is through international 
development. Later this year, in September, 
the United Nations will host a major confer-
ence that will seek to replace the Millennium 
Development Goals, adopted in 2000, with a 
new set of  Sustainable Development Goals. 
We, the IMF, will play a significant role in 
helping countries meet the new development 
goals, building on our long-standing work in 
developing countries.

2015 will also be make-or-break for ef-
forts to strike an international agreement on 
climate change, which is on a collision course 
with the global economy. Average tempera-
tures are rising – 2014 was the warmest year 
on record – and so is the risk of  more fre-
quent natural disasters and of  more food and 
water insecurity.

Again, we need greater political courage 
to reach a comprehensive deal to cut carbon 
emissions at the Paris summit in December. A 
successful agreement could usher in a new en-
ergy era that could help save the planet.

Conclusion
This brings me back to the beginning. While 
I was speaking, the Rosetta spacecraft has 
continued to circle the dark, icy object that 
is comet 67P. As the comet proceeds closer to 
the sun, we may yet learn more of  its secrets. 
Given the diversity of  its staff and backers, 
the Rosetta mission is a true testament to 
global cooperation.

Policymakers should take inspiration 
from that. There are no secrets about what 
can engender growth. But if  they are to deliv-
er on the three Rosetta moments, they need 
to enhance global cooperation. They need to 
embrace what I have called the “new multi-
lateralism”. This is the year when it should be 
put into practice.

The new multilateralism also requires in-
stitutions that are efficient, credible, and repre-
sentative of  a changing global economy. This 
is why the international community agreed to 
reform the IMF to increase the representation 
of  emerging market countries. The 2010 quota 
and governance reforms would also help sus-
tain the Fund’s financial firepower to meet the 
challenges ahead.

The IMF’s membership had called on the 
United States to ratify the 2010 reforms by the 
end of  last year, which did not happen. As I 
have spoken much about leadership today, I 
cannot but express my profound disappoint-
ment in the political powers who have so far 
failed to grasp the benefits of  the reform both 
for their own country and for the world at 
large. We have seen better from the United 
States over the last 70 years.

We will now be working on interim solu-
tions to address some of  the concerns of  our 
other 187 member countries. But let me be 
clear: given the challenges that 2015 and the 
following years will bring, there is no alterna-
tive to completing the 2010 reforms – and we 
continue to call on Congress to approve them 
without delay.

I would like to end with a quote that 
encapsulates my call for greater leadership 
and cooperation in service of  the global 
public good.

It is attributed to Pericles, the Athenian 
statesman and orator:

“What you leave behind is not what is engraved 
in stone monuments, but what is woven into the lives 
of  others.”

There is a lot of  weaving to be done this 
year. Thank you. n
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Now, what are the chances these wish-
es will come true?  Well, it depends 

largely on the choices you will make as pro-
fessionals, businessmen, as family men and 
as members of  the  community living up 
to the Rotary Club of  Manila’s brand of  
public service.

From the point of  view of  the Bangko 
Sentral, what do we see?   As your speaker 
in January last year, I described 2014 as a 
year to be marked with “continuing growth 
amidst recurrent risks and uncertainty.” La-
dies and gentlemen, all these came to pass.

In Retrospect
In retrospect, we faced national and global 
difficulties -- we had typhoons, uneven 
growth in the world economy, political un-
rest in the Middle East and Russia, and mar-
ket uncertainties from divergent moves in 
the global markets.  

But because we have done our home-
work and continued to implement our 
reform agenda, the Philippine economy 
stayed the course and continued to grow 
above trend.

In particular, for the first three quarters 
of  2014 the economy grew by 5.8 percent, 

in an environment of  low and stable price 
movements. Full year inflation averaged 
4.1 percent, marking 2014 the 6th consecu-
tive year that inflation was within the target 
range of  the Government. 

Ladies and gentlemen, this was achieved 
because we were vigilant and took timely 
calibrated responses to unfolding events.  
In mid-2014, for instance, inflation edged 
higher on market talk of  possibly 
tighter monetary conditions in 
the US. At the same time, infla-
tion expectations began to rise 
while real and financial assets 
continued to climb.

To forestall a situation where 
our inflation target could be 
breached and to prevent poten-
tial asset bubbles, the BSP imple-
mented a series of  pre-emptive, 
calibrated monetary measures 
to tighten monetary conditions. 
Among others, we raised reserve 
requirements, our policy rate and 
also our SDA rate. We did these 
in steps to help guide the market’s 
inflation expectations and to help 
the market better appreciate the 
risks inherent in the shifts in the monetary 
policy stances of  major central banks, espe-
cially the US Fed. We also carefully commu-
nicated our policy intent to the market.

At the same time, international oil prices 
started to drop. Subsequently, inflation start-
ed to moderate and fall to the middle of  the 
target range of  3-5 per cent inflation. We are 
pleased about this outcome. Inflation man-
agement is a crucial function of  the BSP as it 
provides the stability that our economy and 
its stakeholders need.

Even as uncertainties in global mar-
kets led to some capital flow reversals and 
depreciation pressures on the peso, we 

were able to maintain a strong external 
liquidity position. The current account 
sustained its surplus because remittances, 
receipts from the tourism and BPO indus-
tries remained strong.

As a result, our gross international re-
serves settled at a robust $79.8 billion in 
December 2014, providing us buffers from 
possible external shocks. The reserves are 

enough to cover 10.2 months’ 
worth of  imports of  goods and 
payments of  services and income; 
it is also equivalent to 8.4 times the 
country’s short-term external debt 
based on original maturity and six 
times based on residual maturity. 

Our strong external posi-
tion continues to be a source of  
confidence for our creditors and 
investors.

Another source of  strength 
for the Philippine economy is our 
sound, stable and liquid banking 
system as public confidence has 
kept deposits growing to record-
high levels.  Among others, this 
has sustained double-digit growth 
rates in lending, particularly to the 

productive sectors of  the economy.
Overall, our banks have strong balance 

sheets, solid asset growth, low NPL ratios 
and above-standard Capital Adequacy Ra-
tios as a result of  good governance practices 
and adherence to international best practice 
in risk management.

Thus, our banking sector continues to 
be highly rated by third party assessors. In 
particular, the Philippines received the only 
positive outlook among 69 jurisdictions as-
sessed by Moody’s, a major international 
credit rating agency.

Indeed, our banks are fully engaged 
with us in our efforts to help ensure that 
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The Philippine Economy 
Going Forward

Let us therefore continue to work together to keep the Philippine economy growing 
and make lives better for Filipinos.  
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our system is sound, that its operations are 
aligned with international standards, and 
that its reach covers more of  the previously 
unbanked or unserved areas. 

In 2014, we endorsed Republic Act 
10641 that allows the full entry of  Foreign 
Banks in the Philippines and prepared the 
IRR for its implementation. With the ap-
proval of  the IRR, addi-
tional foreign banks can 
now apply to operate in 
the Philippines either as 
a branch or as a wholly-
owned subsidiary. 

There are clear econom-
ic benefits for us from this new 
law: first, foreign banks can serve as 
vehicles for foreign direct investments 
into the Philippines; transfer of  tech-
nology is second; and enhancement 
of  human resource skills is third. All 
these will strengthen our banking sys-
tem at a time when we are gearing up 
for the ASEAN Banking Integration 
Framework.

The IRR of  this law reflects en-
hancements in the entry criteria for 
foreign banks – in particular, the new 
law focuses on the demonstrated ex-
pertise of  a potential entrant as an 
established, reputable and financially 
sound bank.  In addition, foreign banks 
interested to enter the Philippines are re-
quired to be widely-owned and publicly-
listed in their home country.

In evaluating the entry ap-
plications of  foreign banks, the 
Monetary Board shall also con-
sider strategic relationships and 
reciprocity rights. This should 
reassure some sectors who fear 
that this law opens the floodgates 
to foreign entry. Indeed, there are 
requirements foreign banks have 
to meet and standards they have 
to hurdle.

I am also pleased to share 
that our regulations and pro-
grams enabled us to gain more 
ground in our goal to develop 
an inclusive financial system. In 
this connection, we continued to 
widen the reach of  our financial 
learning program. We have also 
started the groundwork for a for-

mal National Financial Inclusion Strategy 
that will pull together the efforts of  vari-
ous government agencies for a holistic ap-
proach to inclusive growth.

In other words, ladies and gentlemen, 
against a backdrop of  solid growth, stable 
prices and a strong banking system,  the  
Philippine economy is entering 2015 well-

placed to face challenges from both domes-
tic and external sources and move on to sus-
tain growth amidst new challenges.

Independent credit rating agencies af-
firm this. In October 2014, Moody’s joined 

Standard and Poor’s in rating 
the Philippines one notch above 
the minimum investment-grade 
credit rating. In raising the rating, 
Moody’s cited the government’s 
ongoing efforts to reduce debt, 
improve fiscal management, and 
minimize vulnerability to external 
developments. 

 
Risks Moving Forward in 
2015 
Moving forward, what do we see 
in 2015?  What I can tell you with 
certainty is that 2015 will be a 
year of  challenges and opportu-
nities. 

Externally, we see global 
growth continuing to be uneven – 
strong in some countries and frag-

ile in other economies. As a consequence, 
monetary policies across the globe will con-
tinue to diverge as their economies move 
into opposite directions. 

We see, on one hand, the US Federal 
Reserve and the Bank of  England taking 
steps toward monetary policy normaliza-
tion,  as growth in their jurisdictions gain 

traction.  On the other 
hand, the European Cen-
tral Bank and the Bank 
of  Japan are weighed 
down by their struggling 
economies and therefore 
anticipated to continue 
or accelerate their un-
conventional monetary 
policies or stimulus mea-
sures.  China is in the 
same boat, as it is an-
ticipated to go through a 
process of  reforms in its 
financial sector,  to prop 
its slowing economy.

To us, having pro-
tracted uneven global 
growth is a cause for con-
cern as this could have 
significant implications 
for our own growth dy-

namics and impact trade 
and the service industry.  

At the same time, policy divergence 
among advanced economies would also 
have an impact on our own domestic fi-
nancial markets. Should the US economy 
continue to strengthen, yields on US dol-
lar assets could also continue to rise. The 
growing difference in policy stances among 
major economies could result in polar 
destinations of  capital flows and in the 
process…heighten volatilities in our own 
financial markets --  including the peso, eq-
uity prices  and yields on bonds.

BSP’s Policy Thrusts 
Given this scenario, we at the BSP, will con-
tinue to be watchful and ready to deploy 
appropriate policy actions in a timely man-
ner to minimize potential adverse impact of  
volatile capital flow movements.

In the meantime, our earlier decisions 
to act preemptively to address potential 
risks to price and financial stability have 
given the BSP sufficient policy space to 
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consider measures that may be 
required by emerging mon-
etary conditions.

Ladies and gentlemen. 
What I have given you so far is 
the big picture. 

At this point, I wish to share 
the process we go through in 
operationalizing our policies. 
This should reassure you that 
the BSP does NOT rely on a 
crystal ball nor does it craft 
policy in a vacuum.  

We coordinate with vari-
ous government agencies. For 
instance, the BSP is a resource 
agency of  the Development 
and Budget Coordination 
Committee (DBCC). With the 
inputs of  the DBCC mem-
bers and the BSP, the DBCC 
formulates growth projections 
and approves inflation targets 
for the country. 

The BSP then incorpo-
rates the growth targets into 
our own inflation forecasts, and 
makes appropriate adjustments 
to our policy rates to ensure that inflation 
would be within the approved target over 
the policy horizon. For 2015, the DBCC is 
projecting that the economy would grow 7-8 
percent within an  inflation target range of  
2 to 4 percent. 

The way we see it, the risks to infla-
tion in 2015 are broadly bal-
anced. Higher utility rates and 
LRT fares will be counterbal-
anced by lower international oil 
prices, which fell to around $50 
per barrel this week, the lowest 
since 2009. For 2015, therefore, 
we expect inflation would be 
well-within the target range. This 
should provide the BSP the flex-
ibility to keep policy rates at low 
and stable levels in support of  
economic growth. 

On the exchange rate, an-
other metric the BSP is always 
asked about, I can tell you that 
our policy remains the same. This 
means we will allow the exchange 
rate to be essentially determined 
by market forces. 

As I mentioned earlier, we 
expect some volatility in the market in the 
near-term because of  the growing consen-
sus for a strong US dollar. But as in previous 
episodes of  volatility and portfolio outflows, 
there will be core investors who will remain 
invested in the Philippines because of  our 

positive growth prospects and 
sound fundamentals.

During these periods of  vol-
atility, you can expect the BSP to 
maintain a presence in the forex 
market to keep the movements 
aligned with fundamentals and 
with those of  our peers in the 
region. 

Aside from working on mon-
etary stability, the BSP will con-
tinue its banking reform agenda 
appropriate to our own operating 
environment. These reforms will 
impact on the way banks do busi-
ness with you, but these are cali-
brated to enhance the protection 
of  bank clients and to ensure the 
stability of  the financial and the 
economic system as a whole. 

Conclusion
Ladies and gentlemen of  
the Rotary Club of  Manila, 
whatever the Philippines has 
achieved in the past years is a 
result of  close coordination be-
tween the public sector and the 
private sector. 

 As the monetary policy-
maker, the BSP will continue to 
promote an enabling environ-
ment for business and develop 
a more inclusive financial sys-
tem that supports sustained 
and inclusive growth. 

You will be happy to know 
therefore that from 2009 to 
2013, the Philippines was 
consistently ranked as the best 
in the world in terms of  the 
regulatory environment for 
microfinance.  

In 2014, the Economist 
Intelligence Unit (EIU) named 
the Philippines as the top 
country in East and South Asia 
and the third in the world, with 

the most conducive environment 
for financial inclusion. 

But beyond these recognitions, what we 
value is the impact of  our gains in improv-
ing the lives of  millions of  Filipinos through 
financial inclusion, and particularly through 
microfinance.  Nevertheless, we are mindful 
that there are so many more that we need to 
reach out to.

This is where successful professionals 
such as yourselves and organizations such as 
the Rotary Club of  Manila can help make a 
difference.  

 The actual use of  financial resources to 
create jobs and generate production for our 
country’s economic growth are in your hands.  

We at the BSP also look forward to work-
ing with you on financial inclusion programs 
that will attract more Filipinos to be part of  the 
financial mainstream where money would be 
more widely available at prevailing commercial 
rates. Rates that are significantly lower than the 
1,000% a year rate in the informal sector. 

Imagine the beneficial impact this can 
bring to millions of  our microentrepreneurs.   

Let us therefore continue to work together 
to keep the Philippine economy growing and 
make lives better for Filipinos. n
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In only one year since the Platform’s work 
programme was adopted, more than 20 

workshops were organized involving the par-
ticipation of  more than 500 experts and sea-
soned scientists, who have committed their 
time and energy to the cause of  IPBES. 

Governments established IPBES in 2012 
in response to concerns about the lack of  
policy-relevant information to tackle threats 
to biodiversity. The platform’s aim is to en-
able decision makers to make well-informed 
decisions that could halt biodiversity loss, and 
thus promote human wellbeing and sustain-
able development through the sustainable 
use of  biodiversity. 

One of  the first two IPBES 
assessments, to be available as 
early as December 2015, will look 
at pollination and food produc-
tion and it will be accompanied 
by another assessment on biodi-
versity scenarios and modelling. 
The latter will review existing 
methods to model future changes 
in biodiversity and ecosystem ser-
vices as a result of  various socio-
economic pathways. These two 
assessments will be the first in a 
series of  ambitious biodiversity 
assessments that IPBES hopes 

will inform policy decisions. 
Overall, the work of  the Plat-

form will require contributions 
from thousands of  scientists from 
all over the world in the fields of  
natural and social sciences, as 
well as the involvement of  indig-
enous people and local commu-
nities. They will work together 
to synthesize, review, assess 
and critically evaluate relevant 
knowledge and produce tools in 
order to support the creation of  
the best possible policies.

Malaysian Zakri Abdul Ha-

IPBES Forges ahead with its 
Mission to Assess the Planets State 

of  Biodiversity and Ecosystems 
Green light for strategic partnerships and stakeholder engagement, and adoption of

 a policy addressing conflict of  interest 
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The Intergovernmental Platform on Biodiversity and Ecosystem Services (IPBES), which was created to provide poli-
cymakers with reliable, independent and credible information on the status of  biodiversity, agreed today to initiate a set 
of  regional assessments in Africa, the Americas, Asia and the Pacific, and Europe and Central Asia. These assessments 
will be a vital contribution for a planned global assessment to be completed by 2019.

Around 700 delegates from over 270 governments, scientific organizations, civil society and the private sector 
attended the Platform’s third meeting, which was held from 12 to 17 January in Bonn, Germany. IPBES Member 
States present at the meeting adopted a conflict of  interest policy and a stakeholder engagement strategy that will support 
the implementation of  the Platform’s work programme and approved the guidance on strategic partnerships and other 
collaborative arrangements.
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mid, the founding Chair of  IPBES, 
noted that in addition to address-
ing the needs of  relevant multilat-
eral environmental agreements, 
the Platform aims to improve the 
dialogue between policymakers 
and the scientific community on 
the critical importance of  biodi-
versity and ecosystem services. 

“As evidenced by the proposals 
to include biodiversity as a stand-
alone target in the UN’s 2015 
Sustainable Development Goals, 
the international community is 
becoming increasingly aware of  
the links between biodiversity, sus-
tainable development and human 

well-being. The ambitious work 
programme of  IPBES reflects the 
monumental challenge faced by 
the international community to 
halt and reverse biodiversity loss,” 
said Professor Zakri. 

Anne Larigauderie, Executive 
Secretary of  the IPBES Secre-
tariat, is aware of  the challenges 
that lie ahead despite the progress 
made in the first year of  imple-
mentation of  the Platform’s work 
programme.

“The Platform got off to a 
good start this year by engaging 
hundreds of  experts in its work 
programme and by integrating in 

all its functions a conceptual framework that 
takes into account the complex relationships 
between people and nature and the different 
value systems that exist,” said Dr. Larigaud-
erie. “However, the rate of  biodiversity loss is 
alarming, which makes the work of  IPBES 
more pressing than ever.”

To strengthen the science-policy inter-
face that will support governments in their 
endeavours to protect biodiversity, IPBES 
will draw on the expertise of  four UN bod-
ies: the United Nations Environment Pro-
gramme, the United Nations Educational, 
Scientific and Cultural Organization, the 
Food and Agriculture Organization of  the 
United Nations and the United Nations De-
velopment Programme.
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Mr. Achim Steiner 
UN Under-Secretary-General and Executive Director of  the 
United Nations Environment Programme (UNEP): 

“With the launch of  its inaugural set of  re-
gional and sub-regional assessments on biodiver-
sity and ecosystems, it is clear IPBES has now be-
come fully operational and ready to deliver on the 
unique mandate for which it was created.”

“By providing decision makers with scien-
tifically credible and independent information 
that take into account the complex relationships 
between biodiversity, ecosystem services and hu-
man needs, IPBES will support the adoption and 
implementation of  appropriate policies to help 
achieve the Aichi targets and improve the ecosys-
tem services that underpin human development 
and well-being. This comes at a critical moment as 
the international community works towards con-
cluding a meaningful climate change agreement in 
Paris and a new Post-2015 Development Agenda.” 

Ms. Irina Bokova
Director-General of  the United Nations Educational, 
Scientific and Cultural Organization (UNESCO):

“I am very pleased with the decision by the 
UNESCO Executive Board to formalize the Or-
ganization’s institutional relation with the Platform, 
following an invitation by the IPBES Plenary. In 
this way, four UN Organizations - UNESCO, FAO, 
UNDP and UNEP - are working hand in hand in 
support of  biodiversity, following the recommen-
dation of  the Rio+20 Conference to facilitate in-
formed policy decision-making on sustainable devel-
opment, to strengthen the science-policy interface as 
well as access to reliable, relevant and timely data,” 
said Irina Bokova, Director-General of  UNESCO.

“The climate change conference in Paris in 

2015 will highlight the importance of  the conser-
vation of  biodiversity and address the impacts of  
climate change on biodiversity and ecosystems. I 
am convinced that a convergence between the ef-
forts of  IPBES and those of  IPCC will strengthen 
the knowledge base to counteract the loss of  bio-
diversity and ecosystem benefits - this is essential 
for the planet and for humanity, and UNESCO is 
deeply committed to taking this forward.”

Mr. José Graziano da Silva
Director-General of  the Food and Agricultural Organization 
of  the United Nations (FAO):

“IPBES-3 confirmed once again the need for 
scientifically independent, credible and policy-rel-
evant information to strengthen the science-policy 
interface for biodiversity and ecosystem services. 
This information is key to sustainable development 
and thus to the elimination of  poverty, hunger and 
malnutrition and it will be essential for the imple-
mentation of  the Sustainable Development Goals 
to be adopted in September.”

Ms. Helen Clark
Administrator of  the United Nations Development 
Programme (UNDP):

“Decision-making based on sound science 
and taking into account traditional knowledge is 
critical for maintaining and enhancing the goods 
and services which our ecosystems provide. They 
underpin both long-term human well-being and 
sustainable development. UNDP’s support for 
the platform is aligned with its mission to help 
countries eradicate poverty and reduce inequal-
ity. We are especially focused on the needs of  
those who depend directly on biodiversity and 
the health of  ecosystems for their livelihoods.”

About IPBES
IPBES was established in April 2012 in Panama 
City, Panama, and currently has 123 Member 
States. The Platform is an independent intergov-
ernmental body, open to all member countries of  
the United Nations. The IPBES secretariat oper-
ates from Bonn in Germany.

Biodiversity from terrestrial, marine, 
coastal, and inland water ecosystems provides 
the basis for ecosystems and the services they 
provide that underpin human wellbeing. How-
ever, biodiversity and ecosystem services are de-
clining at an unprecedented rate and the world 
failed to reach the Convention on Biological 
Diversity target of  a significant reduction in the 
rate of  biodiversity loss by 2010.

In order to address this challenge, adequate 
local, national and international policies need 
to be adopted and implemented. To achieve 
this, decision makers need scientifically credible 
and independent information that takes into 
account the complex relationships between bio-
diversity, ecosystem services, and people. They 
also need effective methods to interpret this sci-
entific information in order to make informed 
decisions. The scientific community also needs 
to understand the needs of  decision makers 
better in order to provide them with relevant 
information. 

IPBES was established to this end. It pro-
vides a mechanism recognized by both the sci-
entific and policy communities to synthesize, 
review, assess and critically evaluate relevant in-
formation and knowledge generated worldwide 
by governments, academia, scientific organiza-
tions, non-governmental organizations and in-
digenous communities. n

Additional Quotes
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By
Claudio N. Rechden and 
Kalina B. Miller1

Introduction
Investors see value in nominating members to the boards 
of  companies they have invested in. Through board 
members, they can help improve the company’s opera-
tions, define corporate strategy, adjust inefficiencies, im-
prove governance, and ultimately increase the expected 
return on their investment. Independent directors have 
also become best practice in good corporate governance, 
with experienced, industry-knowledgeable people serv-
ing on one or several boards.

If  the company faces likely insolvency, however, 
things are not business as usual anymore – the board 
is charged with putting the company back on its feet 
and setting it back on track. Failure to do so may cause 
disgruntled shareholders or creditors to assert claims 
against the board – usually for breach of  fiduciary du-
ties –  at which point litigation may ensue at a high cost 
to the board member, perhaps not financial if  there is 
sufficient directors and officers liability (D&O) insur-
ance, but at the very least in terms of  time and risk to 
his or her reputation.

General fiduciary duties of  directors
Several jurisdictions worldwide adopt the 
principle that directors owe fiduciary duties to 
the company they serve. The two main fidu-
ciary duties of  directors are the duty of  loy-
alty and the duty of  care. The duty of  care 
sets forth the principle that directors must act 
prudently or use reasonable care in making 
decisions at the board. A director is deemed 
to act with reasonable care if  he or she dili-
gently seeks information necessary to make a 

decision, participates in the decision-making 
process, and, if  necessary, asks for expert ad-
vice should it be warranted by the nature of  
the decision.

The duty of  loyalty relates to directors’ 
duties to be disinterested, avoid conflicts of  
interest or “self  dealing,” and generally act in 
good faith. To comply with the duty of  loy-
alty, a director is required to disclose any ac-
tual or perceived conflict, refrain from acting 
when that director’s personal interest conflicts 
with that of  the company, disclose all mate-
rial information when seeking approval of  a 
transaction, exercise proper oversight by im-
plementing reporting or information systems 
or controls, and take particular care to act in 
good faith and in the best interests of  the com-
pany when that director appears on both sides 
of  a transaction.

Directors’ fiduciary duties in 
distressed companies
A situation of  distress in a company may bring 

uncertainties regarding the reach of  directors’ 
fiduciary duties. While such duties are focused 
on the best interests of  the company and usu-
ally create secondary or derivative rights to 
shareholders relative to directors, stakeholders 
with higher statutory payment priority – such 
as creditors and employees – may become the 
actual residual owners of  a corporation in dis-
tress (on the assumption that the equity value 
in the company is or will be wiped out or have 
negligible value).

The expanded scope of  directors’ fidu-
ciary duties may require the board to shift its 
focus from solely protecting the interests of  the 
company and maximizing profits for share-
holders to also – and perhaps primarily – pro-
tecting and preserving the company’s assets in 
order to honor contracts with or maximize re-
covery of  claims for creditors. To satisfy their 
duties under these changed circumstances, 
directors must act with the objective to maxi-
mize the enterprise value of  the company, not 
favor equity over the debt, and ensure that no 
decision benefits only a single group or stake-
holder (for instance, controlling shareholders 
over minority shareholders).

What should a director in a distressed 
company do?
If  you are a director in a company in dis-
tress, what should you do to mitigate pos-
sible liability exposure? In other words, what 
should you pay attention to, in addition to 
discharging your primary responsibilities as 
a board member? As a preliminary matter, 
you should recognize that the company may 
be insolvent or is on the brink of  insolvency. 
Signs of  financial distress include repeated 
contractual breaches, cash flow difficulties, 
failing supplier relationships, inadequate or 

Company in Distress? 
Directors Needn’t Be.

Mitigating Risks at the Board.
When a company is in distress, the standard of  conduct and the fiduciary duties of

directors may expand beyond acting in the best interests of  the company

1 Claudio N. Rechden, Senior Counsel at IFC, is also an adjunct professor of  law at Georgetown University Law Center and University of  
Miami School of  Law.
Kalina B. Miller is Senior Counsel at IFC.
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delayed reporting, management derelictions 
or high employee turnover, significant fluc-
tuations in asset valuations, mismanagement, 
indication of  fraud or corruption, incomplete 
or inadequate financial information, gover-
nance issues, and so on.

As a practical matter, if  insolvency is 
raised at the board as an issue or there are dis-
cussions or concerns regarding the company’s 
solvency, you should take immediate action to 
become fully familiar with the situation and 
work toward a decision that can avoid or mini-
mize potential liability for you.

Making uninformed decisions or not mak-
ing decisions when they are necessary can raise 
questions about the adequacy of  the board’s 
proper discharge of  its fiduciary duties.

While it is impossible to foresee and pre-
scribe generic solutions for specific cases, be-
low is a list of  steps you could take to mitigate 
liability risks:

Get to know the applicable legal frame-
work: In addition to having a full understand-
ing of  the company’s situation, you should 
also become versed in the directorship liability 
legal framework applicable to distressed situa-
tions. You will need to accept your 
new and possibly changing role and 
responsibilities and devise a plan to 
act in strict compliance with that 
new role. As there are variations 
from jurisdiction to jurisdiction, you 
should immediately consult with 
the board and with the company’s 
in-house or external counsel for an 
explanation of  the nuances of  the 
applicable legal regime for direc-
tors, including the scope of  director 
duties, safe harbors, and the avail-
ability and enforceability of  excul-
patory/ indemnity provisions in the 
company’s charter documents or 
by operation of  law, and whether 
you may have any statutory obli-
gations that would be triggered by 
the company’s insolvency, such as 
the duty to place the company in bankruptcy 
proceedings if  certain requirements are met.

Also check to see whether, in the relevant 
jurisdiction, there exists the concept known 
in the United States and elsewhere as the 
“business judgment rule,” where courts have 
found that directors who exercised sound and 
informed judgment were not liable even if  

things did not go as planned. In addition, you 
may be liable for the company’s willful failure 
to pay wages and taxes, and you should moni-
tor the status of  such obligations very care-
fully, as those could trigger criminal charges 
against you.

If  the company does not have counsel (or 
if  its counsel is not trustworthy or competent, 
in your opinion), you should strongly make 
the case at the board to have counsel retained 
immediately; or failing that, you should con-
sider retaining external counsel for yourself. 
In any case, it should be considered unac-
ceptable for a company in distress not to have 
counsel to the board and to the company in 
such situations.

Push the board to hire independent in-
solvency experts: In addition to local law 
experts, the board should also retain financial 
advisors and seek objective advice on the fol-
lowing (as necessary):

a. the company’s current financial situ-
ation, including whether the company is 
solvent and how any contemplated transac-
tion (such as the sale of  significant assets, 
major spinoff of  a subsidiary, incurring of  

additional debt) would affect the 
company’s financial condition, the 
impact of  a major contemplated 
transaction on all constituencies 
(including the company’s credi-
tors), and whether the transaction 
would be fair to them;

b. options to structure a con-
templated transaction or alter-
natives to a proposed course of  
action;

c. how each option/alterna-
tive would affect the interests of  
various stakeholders;

d. applicable regulatory obli-
gations (including environmental, 
securities, and other laws and regu-
lations) and how to handle those 
obligations (for example, issues of  
disclosure for public companies 

become highly sensitive, as the very disclosure 
of  the company’s financial difficulties could 
harm the potential to maximize the compa-
ny’s enterprise value and put it into a tailspin 
to bankruptcy); and

e. risk of  director liability for contemplat-
ed transactions (for which the board may need 
to retain independent counsel if  the board 

and the company management have different

Revisit governance and transparency: 
The board may create separate committees 
and/ or hire a chief  restructuring officer to as-
sist with the handling of  the distress situation. 
Management may need to be changed. Re-
view and scrutinize the form and substance of  
the information-gathering and decision-mak-
ing processes both at the board and between 
the board and management. Before imple-
menting any decision, the board must ensure 
that appropriate information-gathering and 
decision-making processes are in place and 
properly recorded. To that end, you should 
make sure that:

f. you become informed and stay in-
formed – understand critical functions 
such as financial statement preparation, 
verify that adequate financial reporting is 
in place, continue to monitor closely the 
company’s financial condition, and investi-
gate thoroughly all relevant facts and their 
consequences as well as all alternatives and 
options (again, obtaining independent and 
trustworthy advice is critical);

g. you have (or require) adequate time to 
evaluate and make decisions, and that tasks/ 
issues are properly identified, such as the need 
to evaluate the impact of  the decision on all 
stakeholders;

h. there is due deliberation before the 
board makes a decision, including weighing 
pros and cons of  each decision, giving due 
consideration to all material facts/information 
available, and considering alternatives and 
their impact on all constituencies – and prop-
erly recording the deliberations and decisions;

i. decisions are made in good faith, in the 
honest belief  that they are in the best inter-
ests of  the corporate enterprise (not just the 
company’s shareholders), the decision maxi-
mizes the value of  the enterprise, and all de-
cisions are rational (if  not, you should clearly 
state that for the record in the minutes of  the 
board meeting);

j. directors acknowledge, address, and 
protect the best interest of  the corporation’s 
stakeholders (particularly the creditor body) 
when approving a transaction (directors may 
even consider including diverse constituencies 
in the decision-making process and obtaining 
the consent of  major creditors, if  a contem-
plated transaction would pose substantial risk 
to corporate assets);
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k. directors maintain neutrality in the 
decision-making process relative to different 
corporate constituencies and members (for 
example, directors do not prefer one constitu-
ency over;

l. directors fully disclose any material as-
pects of  the contemplated transaction and 
any potential conflict to the corporate body 
authorized to approve the transaction;

m. directors (including you) abstain and 
recuse themselves from deliberations and de-
cisions, if  there is a conflict of  interest;

n. independent directors (if  any) partici-
pate in making the decision and approve it (di-
rectors that have substantial stockholdings or 
represent major shareholders may be consid-
ered “interested” in relation to creditors); and

o. all legal requirements are met (for ex-
ample, quorum and voting requirements are 
met, bylaws and other charter/applicable 
documents are complied with, and so on).

Check the D&O insurance: If  the com-
pany has a D&O policy, you should verify 
that premium payments are current, and you 
should become familiar with the terms and 
conditions of  the policy, including the type 
of  policy, the policy coverage limits, substan-
tive requirements (exclusions such as whether 
the policy covers creditor claims), procedural 
requirements (such as notice requirements, 
deadlines for submission of  claims, whether 
the insured need to provide notice of  even po-
tential claims), and any other limitations that 
may preclude coverage of  director liability. If  
there is no D&O policy in place, you should 
explore the availability and cost of  possible 
coverage and assess the option of  obtaining 
a director-only policy, which is cheaper and 
also protects directors from coverage exhaus-
tion after lawsuits against the company and 
its officers.

Keep your own paper trail: Observe cor-
porate formalities and create extensive and 
accurate records for yourself. The decision-
making process must also be well-document-
ed, reflecting all legal and business advice that 
the directors sought, received, and evaluated. 
Corporate minutes must accurately reflect 
what transpired (who was in attendance, what 
substantive discussions took place, what fac-
tors/issues were taken into consideration, and 
what resolution for the action was adopted). 
Keep in mind that most if  not all of  this in-

formation may be proprietary and 
confidential, and that you have a 
duty of  confidentiality to the com-
pany, so you should not use such 
information unless so authorized.
Be cautious: Beware of  suspect 
transactions. Transactions that you 
should scrutinize to avoid personal 
liability include:

p. declaration of  dividends (di-
rectors may be personally liable for 
willful or negligent conduct in con-
nection with the unlawful payment 
of  dividends);

q. stock purchases or stock re-
demptions;

r. executive compensation in-
creases and bonuses;

s. consulting arrangements, especially 
with insiders or related parties;

t. special awards;
u. insider transactions such as extending 

or repaying loans to insiders or affiliates and 
transactions that benefit insiders or affiliates, 
including payment of  nonbusiness expenses;

v. conflict-of-interest transactions;
w. preferential payments;
x. fraudulent conveyances (transfers of  

corporate assets for less than reasonable value 
or based on fraud); and

y. transactions that are not properly docu-
mented or for which approval is sought after 
the fact.

In cases of  actual or suspected fraud, 
seek immediate advice from counsel, as there 
may be reporting requirements to authorities 
for you to avoid or mitigate criminal liability 
risk. In such cases, it is also important for you 
to push for the company to hire forensic ac-
countants to inform the board of  potential 
improprieties.

 
Resignation an option?
Unfortunately, there is no hard-and-fast rule 
for whether to resign. An informed decision 
will largely depend on the facts and circum-
stances and the applicable laws, on a case-
by- case basis and with specific advice from 
counsel. Arguments may exist to justify a res-
ignation, such as the increased risk to you of  
potential liability in a time of  distress, or an 
actual or perceived conflict of  interest if  you 
have been nominated by a shareholder and 
there are potential disputes between share-
holders and/or between shareholders and the 

company. As a rule of  thumb, if  
you cannot obtain sufficient infor-
mation to discharge your duties or 
you cannot influence the decision-
making process in the company, the 
likely conclusion should be your 
resignation by making a noisy with-
drawal that is properly documented 
– provided, of  course, your resigna-
tion is permitted under local law 
(some jurisdictions expressly limit 
the ability of  directors to resign if  
the corporation is in an insolvency 
scenario).

On the flipside, resignation 
may have legal implications if  it is 
viewed as dereliction of  duties on 
your part when theompany is most 

vulnerable or when your involvement is most 
needed. Further, resignation could constitute 
breach of  fiduciary duties if  it was harmful to 
the company or not in its best interests. Ex-
amples of  resignations that may be harmful 
to the company include situations when it 
would be difficult or impossible to find a re-
placement director and voting quorums may 
be left unmet, jeopardizing altogether the de-
cision-making process in the company. Also, a 
company in distress often loses or replaces all 
or part of  its management team; thus another 
issue to consider when evaluating possible 
resignation of  a director is whether the board 
needs to step in. As an alternative, recogniz-
ing that certain situations of  distress require 
a particular set of  skills and experience, you 
may feel that the best option will be to obtain a 
replacement director who has experience with 
insolvency and turnarounds.

Conclusion
This nonexhaustive guidance paper highlights 
the need for you to engage in case-specific ad-
vance investigation and planning to substan-
tially reduce your risk of  liability when serving 
on the board of  a company facing financial 
difficulties. When a company is in distress, the 
standard of  conduct and the fiduciary duties 
of  directors may expand beyond acting in the 
best interests of  the company to also protect-
ing creditor interests, as creditors become the 
new residual owners of  the troubled enter-
prise. In those circumstances, a thorough in-
vestigation and analysis of  the company, the 
applicable local law, and the director’s role, 
rights, and responsibilities. n
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By
George M. Anderson, Tessa Bamford,
 Julie Hembrock Daum, Bertrand 
Richard, Spencer Stuart

In recent years, boards throughout the 
world have acknowledged the vital im-

portance of  long-term CEO succession 
planning. They have begun to adopt proac-
tive and rigorous processes to secure the very 
best leadership for the business. But despite 
their progress in this area, many boards 
spend little, if  any, time on planning their 
own succession and composition.

There is much to be said for stability on 
a board, for it may reflect an effective cul-
ture of  collegiality, trust and consistency. But 
there is also a danger that it can lead to stag-
nation. In just about every sector, businesses 
are in a state of  dynamic change. They are 
faced with some form of  transformation, 
whether it be regulation, market disruption, 
innovative technologies, new business mod-
els or other forms of  competitive pressure. 

The hallmark of  a successful business is its 
ability to assemble the right executive and 
leadership talent capable of  navigating these 
changing conditions.

It stands to reason, therefore, that boards 
should be prepared to evolve in a 
similar way in order to provide ef-
fective guidance to management 
when the organization is heading 
in a new direction, entering new 
businesses or exploring new geog-
raphies.

This article considers how 
boards can take a more strategic 
approach to planning for their own 
succession – in short, how boards 
should welcome rather than resist 
the opportunity to change.

Changing the board – embracing 
the inevitable
There is a growing recognition that boards 
with a good mix of  age, experience and 
backgrounds tend to foster better debate and 

decision-making and less group-
think. Directors increasingly say 
that thoughtful succession plan-
ning can improve the composition 
and effectiveness of  their boards. 
What’s more, a recent Pricewa-
terhouseCoopers survey found 
that nearly 40 percent of  direc-
tors believe that “someone on 
their board should be replaced.”1 
Spencer Stuart’s own research in-
dicates that there is a positive cor-
relation between some amount of  
board turnover (described as the 
“optimal zone”) and company 
performance.2 Yet there is plenty 
of  evidence to show that large 
numbers of  boards remain static 
over a substantial period of  time. 

Succession Planning 
for the Board

Taking a more strategic approach
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1 “Trends shaping governance and the board of  
the future: PwC’s 2014 Annual Corporate Directors 
Survey,” PwC, 2014.
2 “How much board turnover is best?” 
by George Anderson and David Chun, Harvard 
Business Review, April 2014.
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We believe that when boards are not being 
refreshed on a continuous cycle, the business 
loses out, a view shared by a number of  large 
institutional investors who are increasing the 
pressure on such boards to focus more atten-
tion on director succession planning.

Markets are inherently dynamic, indus-
tries change shape, and companies have to 
continually evolve, adapt and restructure. 
As they wrestle with the issue of  change, 
boards have to be prepared to shed conven-
tion, rethink long-held ideas and embrace 
new ways of  thinking about how, collec-
tively, they can make the most effective 
contribution to the business. Like 
management, they must be agile, 
anticipating the need for change 
rather than lagging behind it. 

Progressive boards continually 
consider whether they have the 
optimum composition that reflects 
the strategic priorities of  the busi-
ness and the diversity of  stakehold-
ers. The need for careful planning 
of  board succession is greater to-
day in light of  aging boards, pres-
sure from shareholders, rating 
agencies, governance watchdogs 
and regulators, and the demand 
for diversity and a broader set of  
skills to support changes in com-
pany strategies in a dynamic envi-
ronment. All boards, from major 
corporations to nonprofit organi-
zations, need to demonstrate their willingness 
to evolve if  they are to remain relevant.

One manifestation of  static boards is 
that they get older. This situation is exacer-
bated in markets where there is a late retire-
ment age, or none at all. Of  course, with 
seniority comes wisdom, but in a fast-chang-
ing world some of  the skills and experiences 
that directors bring lose their relevance over 
time, particularly when the business is forced 
to embrace technological innovation and re-
spond to societal change or significant shifts 
in consumer behavior. Boards need to reflect 
generational change and it should be a con-
cern of  any board when the CEO is the only 
board member under 60.

Board composition and strategy
Boards should regularly review their make-
up in light of  the company’s strategic direc-
tion, identify the capabilities that would be 

valuable to the business and regularly infuse 
the board with fresh perspectives relevant to 
the organization’s future.

This point cannot be emphasized strong-
ly enough. It is not a question of  change for 
change’s sake. When the company’s strategy 
shifts, then the question needs to be asked 
about the suitability of  the present board to 
provide the right counsel and evaluate the 
performance of  management while that 
new strategy is being executed. It may be 
that the business is facing a new external 
challenge that requires some board-level ex-
pertise, for example in the area of  digital, 

multichannel retail, cybersecurity, 
sustainability or government rela-
tions (at home or in new markets). 
There are a number of  scenarios 
where it makes sense for the board 
to add an expert, rather than sim-
ply make do with the current team 
or rely on outside advice and con-
sultants.

Dealing with risks and ob-
stacles
Synchronizing the composition 
of  the board with the strategic 
evolution of  the business is easier 
said than done. The levers boards 
can pull are far more limited than 
those available to management 
when hiring or replacing new tal-
ent. Consequently, they need to be 

exercised with even more forethought and 
conviction if  they are to be successful. Out-
standing leadership is vital if  the board is to 
overcome the common challenges.

Some boards are prioritizing new areas 
of  expertise when recruiting nontraditional 
candidates, especially younger, active ex-
ecutives, to bolster their knowledge in areas 
such as digital or social media, finance or 
emerging markets. This can involve an ele-
ment of  risk. First, such director candidates 
may lack board exposure, so there will be a 
need to bridge any gaps in knowledge and 
experience of  how boards work. Second, 
adding a much younger director or one with 
a very different background may cause dif-
ficulties in terms of  the prevailing board 
culture. Will the new person integrate ef-
fectively and make the transition to a more 
advisory/supervisory role than they are used 
to? Third, will they be able to contribute to 

the broader work of  the board beyond their 
specific area of  expertise?

One of  the ways in which a board can 
contribute to its own evolution is through 
the thoughtful use of  assessment, which is a 
valuable tool for addressing the suitability of  
new directors as well as those who have been 
around for a while. Many seasoned board 
members are defensive about going through 
some form of  assessment to determine their 
suitability for a job they feel they are do-
ing perfectly well. That is understandable. 
There is a more palatable alternative, how-
ever, involving the creation of  a skills matrix 
that helps stimulate a conversation about 
whether the optimal mix of  skills, expertise 
and experience is available on the board 
and, if  not, what needs to be done about 
it. This work is sometimes facilitated by an 
outside adviser who can bring an objective 
eye to determining the match between the 
board’s current attributes and the future 
needs of  the business.

The annual board evaluation is also a 
natural platform for the full board to review 
its composition and discuss the expertise that 
it will need in the future. Providing the right 
questions are asked, it can help tease out the 
areas of  knowledge the board should possess 
in the coming years based on the company’s 
strategic direction and the competitive land-
scape. Without subjecting itself  to a rigorous 
evaluation of  the collective skills and experi-
ence around the table, the board can easily 
fall into the trap of  “fighting the last war” 
rather than focusing on the needs of  the 
company several years into the future.

In some markets it can be extremely dif-
ficult to introduce new skills on to the board 
due to entrenched interests, retirement age 
increases and open-ended arrangements. 
There will always be some natural attrition, 
but that may not be sufficient to enable the 
board to expand or strengthen its skills when 
it needs to.

Three-year terms are the norm in some 
countries. These afford directors and the 
board some stability (most, but not all, di-
rectors serve a minimum of  two three-year 
terms), yet they provide a natural break point 
should an appointment not work out. Where 
such break points do not exist, it can be ex-
tremely hard to plan changes to the makeup 
of  the board. Interestingly, in those markets 
where a high proportion of  directors choose 
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While there are some significant regional dif-
ferences in how boards address the issue of  director 
succession, we have developed a series of  questions 
that may help boards think through how best to 
shape the composition of  the board over time.

1. What is the anticipated business context 
and how well-suited is our board for it?
•   What strategic, market, technology and regula-

tory shifts does the company anticipate in the 
next three to five years or more? What skills and 
attributes does the board require to best oversee 
the company’s response to those shifts?

•   What do investors expect from the company 
and the board in the coming years?

•   What executive leadership transitions (e.g., 
CEO succession) do we anticipate? How can 
board composition be adjusted to complement 
the capabilities of  the next generation of  leader-
ship?

2. What are the practical benefits of  board 

succession planning and how can we maxi-
mize those benefits for our company and 
its shareholders?  
• How can succession planning help make our 

individual director recruitment even more effec-
tive?

• How can succession planning help make indi-
vidual director departures smoother and more 
dignified?

• How can we use our succession plan to ensure 
we achieve appropriate levels of  diversity on our 
board?

3. How can board evaluation support the 
process of  board succession?
• How should our succession plans be incorpo-

rated in our annual board self-assessment?
• What process does the board use to evaluate its 

performance and the performance of  directors 
on a regular basis?

• How does the process help identify gaps in ex-
pertise and skills the board may require in the 

coming years?
• How does the evaluation process help the board 

address the need for such skills through its suc-
cession plan?

4. What are best practices in board succes-
sion planning?
• What are some proven processes for developing 

a succession plan? How can we customize those 
for the unique facts and circumstances of  our 
company?

• What is the timeline for developing and refresh-
ing a board succession plan? Where does suc-
cession planning best fit in the board’s annual 
calendar?

• Who should lead this for the board? Chair, lead 
director, nomination/governance committee 
chair? What role should the CEO play?

• Which discussions should take place one-on-
one, in committee, at the full board level? How 
do board and company culture factor into these 
plans?

Whole board succession: 
Questions boards should be asking themselves

to pursue plural careers, there is 
more mobility between boards 
and the rate of  refresh is higher – 
resulting in boards that are more 
likely to be fit for purpose. (Read 
more on this subject in the related 
article, “The pace of  board evolution: 
Comparing the U.K. and U.S. experi-
ences.”)

Whole board succession – a 
holistic approach
The nomination committee plays 
a critical role in analyzing the 
board’s needs over time and plan-
ning accordingly. In recent years, 
it is noticeable that the nomina-
tion committee chairman’s role 
has grown in stature. Having a strong and 
forward-thinking person in that role is fun-
damentally important.

In the past, boards have tended to ad-
dress director succession only on an as-
needed basis, when facing an impending 
vacancy. Boards that take this approach, 
however, may be putting themselves at a dis-
advantage; by the time they start looking for 
a replacement director, it may be too late to 

secure the best person. Just as with 
CEO succession, by planning fur-
ther ahead it is possible for boards 
to widen the net, increase their 
options and secure the very best 
talent at the time when it is most 
needed.

Having reviewed the strategic 
direction of  the business, the board 
may decide that it needs to replen-
ish its skills base and fill a number 
of  gaps. However, trying to find all 
the requisite attributes in one indi-
vidual may be next to impossible. 
In such circumstances, recruiting 
is likely to be far more successful 
if  the board has two seats to fill in 
a reasonably short time frame and 

those skills and attributes can be spread across 
two or more people. This takes some pressure 
off the recruiting process and is a compelling 
argument for developing a long-term plan for 
board succession. Also, onboarding can often 
be more effective when two new directors go 
through it at the same time.

A holistic succession planning process 
begins with the board reviewing and con-
firming the desired expertise and qualifica-

tions for new directors, identifying potential 
director candidates, and approaching candi-
dates well in advance to let them know of  
the board’s interest. It may be helpful to tap 
external resources at the point when specific 
vacancies are nearing. For example, through 
their work with boards and top executives, 
search consultants often know on a confi-
dential basis the plans of  many senior lead-
ers. Particularly in the case of  CEOs, who 
are often inundated with board invitations, 
it is valuable to understand their restrictions 
and preferences for outside board service, as 
well as their retirement plans. A search firm 
often has the ability to discreetly test execu-
tives’ interest in a new board role and his or 
her future availability, and also to look glob-
ally at new, younger candidate pools such as 
executives with digital experience. n

1  “Trends shaping governance and the board of  the 
future: PwC’s 2014 Annual Corporate Directors 
Survey,” PwC, 2014.

2  “How much board turnover is best?” by George 
Anderson and David Chun, Harvard Business 
Review, April 2014.

Printed with permission from Spencer Stuart
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What Do Boards Need to Know 
About Corporate Culture

Corporate culture is one of  several critical levers for creating shareholder value –
 one that many companies underutilize 

By 
George M. Anderson, Michael J. Anderson, 
Jeremiah B. Lee, Spencer Stuart

Boards can help foster long-term shareholder value 
by deepening their understanding of  their company’s 
culture, placing it on the board agenda and ensur-
ing management is forging a culture aligned with the 
business strategy.

Corporate boards continue to become 
more engaged, independent and effective 

stewards of  business performance and share-
holder value. In the past decade, boards have 
recognized the need for greater board over-
sight of  critical levers of  business performance 
such as strategy, risk, major transactions and 
“people” – including succession planning and 
executive compensation. And they have ad-
opted more rigorous and transparent processes 
around these levers.

One lever of  performance, however, 
rarely appears on board agendas: culture. 
Despite its sizable contribution to business 
results, few boards oversee culture with any-
thing like the rigor they do strategy, risk or 
CEO succession planning.

A company’s culture can make or break 
even the most insightful strategy or the most 
experienced executives. Cultural patterns can 
produce innovation, growth, market leader-
ship, ethical behavior and customer satisfac-
tion. On the other hand, a damaged culture 
can impede strategic outcomes, erode busi-
ness performance, diminish customer satis-
faction and loyalty, and discourage employee 
engagement.

If  “culture eats strategy for breakfast,” as 
the saying goes, why then are boards not more 
actively engaged in its oversight? We see several 
reasons for this:
•  Lack of  board ownership. No one exerts 

more influence over corporate culture than 
the company’s leaders. The CEO and man-

agement team own culture, not the board. As 
a result, boards tend to give the issue of  culture 
a wide berth, expecting the CEO to raise cul-
tural issues when needed.

•  Lack of board visibility into the culture. 
Directors rely on the management team to 
bring information about corporate culture to 
the board. Distant from the day-to-day activi-
ties of  the organization, it’s not easy for direc-
tors to gain a clear perspective on the com-
pany’s culture.

•  Lack of a defined board role. The board’s 
role in cultural oversight is not as clearly de-
fined – by rule or practice – as areas such as 
executive compensation or risk oversight.

•  Lack of a shared vocabulary. Without a 
shared language or framework to discuss cul-
ture – or data about the health of  the culture 
– directors and executives don’t know where 
to start or how to have a productive conversa-
tion about it.

Nonetheless, boards can help foster long-
term shareholder value by deepening their un-
derstanding of  culture, placing it on the board 
agenda and ensuring management is forging a 
culture that is aligned with the business strategy. 
Boards that want to improve their oversight of  
this important performance lever can work with 
the management team to define the current cul-
ture and understand how it does and does not 
support the strategy.

In our work with boards, we have found that 
having a framework for understanding organiza-
tional culture is critical to this effort. Boards can 
ensure that the CEO and executive team have 
the cultural fluency needed to define culture, and 
that they are attentive to culture and its impact 
on business performance. To this end, boards 
may decide to consider an executive’s ability 
to manage culture as part of  individual perfor-
mance reviews and the succession planning pro-
cess. Just as they evaluate the soundness of  the 
business strategy and challenge its underlying as-
sumptions, boards should be willing to spark dis-

cussion about the need for culture change when 
necessary. Finally, directors should consider how 
their own actions and behaviors contribute to 
the culture and whether they are modeling the 
desired behaviors.  

Spencer Stuart has found the following 
questions to be powerful in helping direc-
tors better understand culture and ensure the 
company is on the right path when it comes 
to culture.

What IS the current culture of the organi-
zation?
Culture is not the aspirational values posted on 
the break room wall. Culture is the culmination 
of  the shared values, beliefs and assumptions that 
shape the behavior of  the organization. These 
“unwritten rules” guide the thousands of  deci-
sions employees throughout the company make 
every day. Boards should ask: What ARE those 
unwritten rules that everyone just knows but 
can’t necessarily articulate clearly?

How well-aligned is our corporate culture 
with our strategy?
A high-performing organization with a strong 
alignment between culture and strategy pro-
duces more financial growth and better em-
ployee engagement. By contrast, a troubled 
or misaligned culture can result in prolonged 
underperformance by the business or specific 
business units, low levels of  customer satisfac-
tion and loyalty, internal conflicts and poor 
employee engagement. Boards can probe on 
the health of  the culture by asking questions 
such as: What organizational behaviors are 
required to achieve our strategy – keeping in 
mind that culture guides employee behavior? 
How well do we demonstrate those behaviors 
today? What do we measure to understand the 
extent to which those behaviors are happening 
– for example, where product innovation and 
a learning culture are keys to the strategy, is a 
larger percentage of  revenue coming from new 
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products? What do these findings tell us about 
our culture relative to our strategy? Where do 
organizational behaviors open us up to risk?

What is the difference between our current 
and ideal corporate culture?
Effective leaders can describe both the culture 
as it currently exists and the culture to which the 
organization aspires. This ability is sometimes 
called “cultural fluency,” and it is a critical skill 
for leading on culture. Board can assess man-
agement’s cultural fluency with questions such 
as: What is the difference between our current 
and ideal culture? What cultural impediments 
do we face and how will we overcome them? 
Where do our most influential people, those 
who “get” our ideal culture, reside within the or-
ganization? Are they being deployed effectively?

How well do our organizational structure 
and practices support our ideal culture?
Structures, processes and practices exert sig-
nificant influence on shared behaviors, and 
business success can be impeded when these 
are not aligned with the ideal culture. This lack 
of  alignment can become most apparent when 
a company is making a change to its organi-
zational structure or processes. For example, a 
company seeking to centralize core functions in 
a culture characterized by autonomy will be at 
risk. Similarly, a company creating a new role 
for an “innovation leader” will encounter cul-
tural roadblocks in an organization character-
ized by order and stability. Boards can better 
understand the cultural impact of  these orga-
nizational factors by asking questions such as: 
When a necessary and thoughtfully planned 
organization change is not going well, what as-
pects of  the culture could be getting in the way? 
How might different compensation structures 
help shape different types of  organizational 
culture over time?

How do we consider culture in our succes-
sion plans?
Culture evolves over time. The next set of  lead-
ers will drive performance in a cultural context 
that may not yet exist, and today’s talent man-
agement systems, employee evaluations and ex-
ecutive recruiting may or may not contribute to 
the future corporate culture. Therefore, boards 
will want to understand how these processes are 
likely to shape the future culture of  the compa-
ny. In succession planning discussions, directors 
can ask: To what extent do individuals’ leader-

ship styles contribute to the culture we strive to 
achieve? Where are there gaps in our leadership 
capabilities and how will we close them? How 
does our talent development process advance 
our ideal culture?

How can we contribute to the right tone at 
the top?
While board behaviors have less influence on 
culture than those of  the CEO and manage-
ment team, boards do set a tone at the top 
which, in turn, has an impact on the company’s 
culture. Boards should be aware of  what the 
tone is and how they contribute to it. They can 
ask themselves: How do our boardroom behav-
iors advance the right tone at the top? What 
changes would we like to make in our behavior 
or composition to enhance our contribution to 
setting the right tone for the company?

Where in the board agenda should we put 
questions about culture?
As expectations on boards continue to grow, so 
has the board agenda. Given their current de-
mands, boards are unlikely to tackle questions 
about company culture unless the issue is explic-
itly part of  the agenda. Because of  the impor-
tance of  aligning culture and strategy, the an-
nual strategy retreat or strategy review may be 
the right time to discuss culture. To make sure 
culture is on the agenda, boards can ask: Where 
on the annual board calendar should culture 
fall? What culture models or frameworks could 
be useful to adopt? Are we embarking on a pe-
riod of  change – the arrival of  a new CEO, a 
crisis, a new strategy or a merger – that could 
influence our values and culture?

A FRAMEWORK FOR THINKING 
ABOUT CULTURE
What role does culture play in the perfor-
mance – or underperformance – of  a business? 
Whether the goal is to sustain company perfor-
mance or implement transformational change, 
the company culture must be aligned with the 
strategy, the organizational structure and op-
erational practices. Otherwise, performance is 
likely to suffer and strategic goals will be unmet.

Consider the example of  a private-equity-
backed global manufacturer of  specialized con-
sumer products. Two years into the firm’s five-
year investment, the company was plagued by 
stagnant performance and an uncertain iden-
tity and struggled with a leadership transition. 
Although the company strategy emphasized 

growth through product innovation, our as-
sessment revealed that the company had a cul-
ture built around results and stability, more in 
keeping with a sales and distribution company 
than an innovative products company. By fine-
tuning the strategy, reassigning a few executives 
as part of  a larger organizational restructur-
ing, and promoting a culture that emphasized 
learning and experimentation, the company 
got back on track.

Spencer Stuart’s framework for assessing 
organizational culture is rooted in the insight 
that a surprisingly limited set of  rules can result 
in highly complex and diverse behavioral pat-
terns. Every organization, and every executive, 
must address the inherent tension between two 
critical dimensions of  organizational dynamics:
•  Attitude toward change: Open to change 

(flexibility, innovation, enquiry) versus man-
age change (stability, proven processes, con-
trol)

•  Attitude about people: Independent (in-
dividual initiative, self-empowerment, act) 
versus interdependent (collaboration, power 
through groups, interact)

A company’s culture is defined by WHERE 
an organization falls on these two dimensions, 
and this reflects HOW thousands of  employees 
make individual decisions to manage the costs 
and benefits associated with those tensions over 
time. Individuals come “pre-wired” for how 
they deal with other people and with change 
(e.g., “approach or avoid,” “fight or flight”).

Applying this insight, our culture model 
and diagnostic tools help companies under-
stand their current culture, identify the cultural 
styles that support its strategic imperatives and 
diagnose how the culture may need to evolve in 
order to align with strategy.

Conclusion
Corporate culture is one of  several critical le-
vers for creating shareholder value — one that 
many companies underutilize. Boards can do 
more to help ensure that senior management 
is effectively monitoring and guiding corporate 
culture and making the most of  this important 
contributor to business performance. By plac-
ing culture on the board agenda and asking the 
right questions, boards can help to ensure that 
culture supports business strategy, while pre-
serving the boundary between governance and 
management. n

Printed with permission from Spencer Stuart
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By
Takehiko Nakao 
President, ADB

Speech by ADB President Takehiko Nakao at 
the Solutions for Inclusive, Green, and Resilient Cities 
Delhi Sustainable Development Summit (DSDS) 
2015: Sustainable Development Goals 
and Dealing with Climate Change on 5 February 
2015 in Delhi, India

I am very pleased to speak to you today 
about “Solutions for Inclusive, Green, and 

Resilient Cities”. Before getting specifically 
into this topic, I would like to set the stage by 
talking more broadly about the international 
development agenda in 2015 – in particular, 
the Sustainable Development Goals (SDGs) 
and the prospects for a new global climate 
agreement.

2015 will be a milestone year for inter-
national development. An agreement on the 
SDGs and the post 2015 agenda is expected 
to be reached at the September United Na-
tions (UN) summit in New York. In Decem-
ber, a new climate deal is also expected to be 
agreed at COP 21 in Paris.

In July 2014, the UN Open Working 
Group (OWG) on the SDGs delivered its final 
report. The SDGs place environmental and 
social sustainability at the core of  the new inte-
grated development agenda. At the same time, 
the SDGs aim to eradicate extreme poverty, 
and tackle other unfinished business of  the 
Millennium Development Goals (MDGs) by 
2030 including for education and health. Eco-
nomic transformation will be key to achieving 

many of  the goals.
The global development 

community is now finalizing 
the SDGs. ADB supports key 
proposals of  the SDGs. I want 
to stress 3 points about the 
transition from the MDGs to 
the SDGs. First, we still need to fully achieve 
the MDGs agenda. Second, poverty and in-
clusive growth cannot be set aside on envi-
ronmental grounds. Third, neither can the 
environment be neglected in the pursuit of  
growth. Upholding these principles will be es-
sential for sustainable development.

Along with the SDGs, the international 
community has never been so close to agree-
ing on a global deal on climate change involv-
ing all the important players. Intensive nego-
tiations are ongoing in the lead-up to COP 21 
in Paris in December.

The Lima Call for Climate Action agreed 
at COP 20 last December provides the frame-
work for several elements of  the new agree-
ment and establishes ground rules on how 
nations can submit their contributions to the 
climate change agenda. Countries also agreed 
to raise adaptation to the same level as mitiga-
tion action.

The issue of  climate finance will be criti-
cal for the new agreement. Recent pledging 

for the Green Climate Fund is an encourag-
ing signal. Developed countries need to show 
leadership in global climate actions including 
technological innovation and transfer while 

developing countries will also 
contribute according to the 
principle of  common but dif-
ferentiated responsibility.

I believe ADB and other 
multilateral development 
banks should make a key con-
tribution to financing both 
SDGs and global climate ac-
tions. In doing so, special at-
tention should be paid to their 
role of  catalyzing public and 
private resources.

Reshaping Asia’s 
booming cities is the 

key to meeting the SDG and Climate 
Change goals
Now I would like to go to the main topic of  
my discussion today, which is “Solutions for 
Inclusive, Green and Resilient Cities”. Cit-
ies are the key to meeting the SDGs and the 
global climate goals. The proposal for SDGs 
identified sustainable urban development as 
a critical area of  focus. Several SDGs call for 
actions mainly in urban areas where most 
economic activities and investments take 
place. And cities are where much of  the cli-
mate mitigation and adaptation action will 
have to take place.

While cities are engines of  growth, pov-
erty and disparities are increasing.

Cities have driven economic growth in 
Asia – now producing about 80% of  GDP – 
and have lifted tens of  million out of  poverty, 
especially in the last two decades. Asia is the 
most rapidly urbanizing region in the world. 
More than half  of  the world’s largest cities 
are in Asia. By 2050, 3 billion people – about 

Solutions for Inclusive, Green, 
and Resilient Cities  

ADB will continue to play an important role in the development of  inclusive, green and 
resilient cities and the success of  the SDGs and the global Climate Change agenda
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65% of  all Asians – will live in cities. This ur-
banization process should be in tandem with 
further economic growth.

However, rapid urbanization also means 
the urbanization of  poverty. Of  a total of  
about 1.6 billion urban people in Asia, more 
than 500 million live in high density, degraded 
slums. Asia accounts for about 60% of  the 
world’s slum dwellers. Large disparities have 
emerged in urban areas, and the poor are the 
most vulnerable to economic and environ-
mental shocks. It is clear that the way cities are 
developed and managed will heavily influence 
the effort to eradicate poverty in Asia.

Environmental sustainability remains a 
major concern. As cities swell in size and num-
bers, they are under increasing environmental 
stress. Cities struggle with air and water pollu-
tion, traffic congestion, inadequate solid waste 
management and wastewater treatment. Only 
about 10% of  solid waste ends up in prop-
erly managed landfill sites. Current levels of  
Investment in water, sanitation, housing and 
other urban infrastructure are not sufficient to 
cope with such a rapid urbanization process.

Vulnerability to climate change should 
also be addressed. Rapid and often poorly 
managed urbanization intensifies climate 
change risks and amplifies its impacts on in-
frastructure. Asian cities are especially vulner-
able to the hazards caused by climate change: 
238 million Asian urban poor are expected to 
be hit first and hardest by the effects of  cli-
mate change. Natural disasters routinely erase 
1% to 5% of  GDP each year and this figure 
is increasing. Several Asian cities, including 
Dhaka, Kolkata, Mumbai, Shanghai, Bang-
kok, Yangon, and Manila, are at risk of  coast-
al flooding as sea levels rise. With the cost of  
natural disasters set to rise in the near future, 
cities will become a major battleground in the 
region’s fight against climate change.

Priorities for action: Inclusive, Green, 
and Resilient Cities
To reduce poverty, address environmental 
challenges and mitigate climate related di-
sasters, we must focus on building inclusive, 
green, and resilient cities.

First, inclusive growth is key to reduce 
poverty. Creating inclusive cities means giving 
the urban poor better access to basic services 
such as primary health care, education, water, 
affordable transport and adequate housing. 
Inclusive cities should also expand quality job 

opportunities for the poor.
ADB supports such efforts in our devel-

oping member countries. For example, In 
India, we are working with the government 
to support its National Urban Health Mission 
(NUHM) efforts to strengthen urban primary 
health systems. The improved quality of  urban 
health services is expected to benefit about 400 
million people, including about 70 million cur-
rently living in urban slums. More than half  
the beneficiaries will be women, since mater-
nal and child health services comprise a large 
part of  urban primary health care.

ADB is also firmly committed to support-
ing India’s 100 Smart Cities Initiatives. The 
use of  technology and intelligent systems will 
improve urban services for the poor, includ-
ing sanitation and affordable trans-
portation.

Second, to make cities greener, 
they must become more energy 
and resource efficient through pro-
motion of  low carbon development 
and smart use of  land and water. 
They need to invest more in mass 
public transport systems and bet-
ter waste and wastewater manage-
ment. Transport systems need to be 
better integrated. For example, in 
Vientiane, Laos, ADB is support-
ing mass public transport systems 
including Bus Rapid Transit (BRT) 
linked to cycle and pedestrian path-
ways. In this way, 700,000 people 
can easily switch from one mode of  
transport to another.

Another example of  ADB’s 
support for “green” cities is a pri-
vate sector loan to develop waste-
to-energy projects in more than 20 
secondary cities across the People’s 
Republic of  China. As of  June 2014, 12 of  
these plants are already in operation. Togeth-
er, they can process about 4.6 million tonnes 
of  household waste annually, generating ap-
proximately 1.3 billion kilowatt hours of  on-
grid electricity each year.

Third, to make cities more resilient, deci-
sion makers should always consider natural 
hazards and climate change risks when design-
ing cities and urban infrastructure. Relatively 
small up-front investments can save lives and 
avoid large scale infrastructure rebuilding and 
rehabilitation costs later. Asia needs to invest 
more in climate resilient infrastructure such as 

enlarged drainage systems in cities, elevated 
roads, and bigger storm-water retention res-
ervoirs to accommodate variations in rainfall.

Innovation and knowledge partnerships 
will be crucial in these efforts. At ADB, all 
investment projects are screened for climate 
risks; those at risk undergo climate impact 
assessments to ensure we can plan, build and 
manage investments that are more resilient.

Here, I would like to mention an ADB-
supported project in Bangladesh. The Coastal 
Towns Environmental Infrastructure Im-
provement Project is designed to reduce the 
vulnerability of  municipal infrastructure – 
such as water supply, sanitation, solid waste 
management and bus terminals – to climate 
change and disaster risks. The project also 

includes investments in cyclone 
shelters, emergency access roads 
and bridges, and stronger homes 
in slums.

Importance of  Governance
and Institutions
Finally, inclusive, green and resil-
ient cities need better governance 
and more effective institutions. 
Greater use of  integrated urban 
planning, better use of  land, and 
more timely investments in sustain-
able and resilient infrastructure, 
are all essential. Cities also need 
additional funding beyond tradi-
tional sources. For example, they 
can consider the development of  
new finance instruments to better 
mobilize local resources – such as 
municipal bond mechanisms and 
public private partnerships (PPPs).

One example of  innovative 
financing is the use of  private eq-

uity funds to promote PPPs in the Philippines. 
The Philippine Investment Alliance for Infra-
structure, whose investors comprise ADB, the 
Philippine government pension fund, a Dutch 
pension fund manager and an Australian 
private investment bank, is designed to draw 
other private funds into infrastructure.

Closing
In closing, I would like to commit that ADB 
will continue to play an important role in the 
development of  inclusive, green and resilient 
cities and the success of  the SDGs and the 
global Climate Change agenda. n
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In a report released by IRENA in Novem-
ber 2014, China can increase its use of  

renewable energy from 13 to 26 per cent by 
2030, according to a new report released 
today by the International Renewable En-
ergy Agency (IRENA). The growth in re-
newable energy use would represent nearly 
a fourfold increase in the share of  modern 
renewables between 2010 and 2030. The re-
port, Renewable Energy Prospects: China, 
prepared by IRENA in association with the 
China National Renewable Energy Centre, 
also says China can expand renewables in 
the power sector from 20 to 40 per cent by 
2030, making it the world’s largest renew-
able energy user.

“As the largest energy consumer in the 
world, China must play a pivotal role in 
the global transition to a sustainable en-
ergy future,” said Mr. Adnan Z. Amin, 
Director-General of  IRENA, at a launch 
event in Beijing. “China’s energy use is 
expected to increase 60 per cent by 2030. 
How China meets that need will determine 
whether or not the world can 
curb climate change.”

The report is part of  
IRENA’s renewable energy 
roadmap, REmap 2030, which 
provides a plan to double the 
share of  renewable energy in 
the world’s energy mix by 2030 
and determines the potential 
for China and other countries 
to scale up renewables in the 
power sector and end-use sec-
tors like buildings, industry 
and transport. The report has 
acquired special significance 
following the major announce-
ment by China that it intends 
to cap carbon dioxide emis-
sions by 2030 and expand the 
share of  non-fossil energy in 

total primary energy supply to 
around 20 per cent by 2030 as 
part of  an emission reduction 
deal jointly made by China and 
the US.

“China can continue its 
leadership in renewable energy 
by accelerating action in this 
area,” said Mr. Amin. “If  China 
acts now to implement more 
renewable energy, it can reduce 
air pollution, enhance energy 
security, benefit its economy, 
and play a leading role in fight-
ing climate change.”

With current policies in 
place, the share of  renewables in 
China’s energy mix will only rise 
to 17 per cent by 2030. REmap 
2030 estimates that annnual in-
vestment of  USD 145 billion is 
needed between now and 2030 in renewable 
energy technologies to reach the 26 per cent 
renewables mark – an annual increase of  

USD 54 billion beyond business-
as-usual. The higher renewable 
share will result in an annual sav-
ings of  USD 55 to 228 billion by 
2030 when accounting for factors 
like human health and reduced 
emissions.

“REmap 2030 shows that 
China can achieve the energy rev-
olution it’s aiming for – and that 
it can do so affordably,” said Dolf  
Gielen, Director of  IRENA’s In-
novation and Technology Center. 
“It also gives China a higher goal 
to aspire to, stating that an energy 
mix with 26 per cent renewables 
is achievable by 2030.”

This transformation will also 
have an important impact on the 
reduction of  air pollution from 
coal use, a major driver for re-

newable energy development in China. RE-
map estimates a decrease of  18 per cent in 
coal demand in 2030 as compared to busi-

ness-as-usual.
China installed more re-

newable energy capacity in 
2013 than Europe and the 
remaining Asia Pacific region 
combined. It is also a major 
exporter of  renewable energy 
technology, accounts for two-
thirds of  global solar panel 
production, 90 per cent of  in-
stalled biogas systems, 40 per 
cent of  newly installed wind 
capacity in 2013, and provides 
2.6 million jobs in its renew-
able energy sector.

For more information on 
the Remap 2030 report, includ-
ing an executive summary in 
Chinese, please visit:www.irena.
org/REmap. n
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Shanghai, 9 Feb 2015 - Ex-
change traded funds (ETFs) 

assets under management 
(AUM) is expected to at least 
double, to reach US$5 trillion or 
more by 2020. This exponential 
growth comes as new investor 
segments continue to integrate 
ETFs into their portfolios and 
fund sponsors continue to intro-
duce more products. 

In fact, ETFs will play an 
increasingly prominent role in 
the growth of  professionally-
managed financial investments 
globally which are expected to 
grow at 6% annually, reaching 
US$100 trillion by 2020. These 
findings are revealed in a PwC’s 
new report ‘ETF 2020: Prepar-
ing for a new horizon’ (ETF 2020). PwC sur-
veyed executives from 60 ETF sponsors, asset 
managers and service providers around the 
world that account for over 70% of  global 
ETF assets. 

According to ETF 2020, asset flows in 
the developed markets of  the US and Europe 
will continue to dominate the ETF landscape. 
However, the highest rates of  growth will be 
found in the less mature markets, particularly 
Asia, although the region currently only ac-
counts for about 7% of  global ETF assets. 
Survey participants expect ETF demand in 
Asia would mainly come from insurance com-
panies, retirement plans and hedge funds. 

China’s ETF market has received a great 
deal of  attention recently. By the end of  2014, 
AUM from a total of  107 ETFs on the Shang-
hai and Shenzhen Stock Exchanges reached 
RMB 253 billion. Twenty-five new ETFs 
launched in 2014 and AUM increased 58% 
year-on-year. 

“A low fee structure and good liquidity at-
tracted more investors and drove the growth 

of  China’s ETF market in 2014,” 
says Alex Wong, PwC China 
Assets Management Leader. 
“Looking ahead, more domestic 
and overseas passive investors 
will use ETF for asset allocation.” 

In Asia, many players still 
see traditional indexing as the 
major growth opportunity, fol-
lowed by new types of  indexing, 
as opposed to active ETFs in the 
US. From a product perspective, 
Korea, Japan and most recently 
Taiwan are seen to be more inno-
vative markets, where leveraged 
and inverse ETFs have been 
launched. 

ETF sponsors are bullish 
on their financial prospects with 
59% expecting their ETF busi-

ness to become more profitable this year. It is 
widely believed by survey participants that the 
regulatory environment will have a significant 
impact on the growth and inno-
vation of  ETFs over the next few 
years, with 91% indicating that 
regulations and taxes impact ETF 
growth. 

On 19 January 2015, the Chi-
na Securities Regulatory Com-
mission (CSRC) allowed same day 
trading of  cross-border ETF and 
LOF (Listed Open-Ended Fund), 
called T+0 trading, making trad-
ing much more convenient for 
ETF investment. In addition, the 
CSRC announced a statement 
launching a trial for trading stock 
options and offered guidance to 
brokerages. The trial allows inves-
tors to trade options that track the 
Shanghai Stock Exchange 50 in-
dex ETF. The trading will start on 
9 Feb 2015. 

“The changes to trading rules will im-
prove the efficiency and liquidity of  ETF trad-
ing,” adds Mr. Wong. “The launch of  ETF 
options and other upcoming financial prod-
ucts broaden investment strategy, encourage 
product innovation, and will aid the develop-
ment of  the ETF market and the entire invest-
ment market over the long-term.” 

There are many developments that may 
have a positive effect on ETF markets in the 
region. Fund passports for one. For example, 
the ASEAN passport for Malaysia, Singapore 
and Thailand, operational since August 2014, 
means retail funds (including physical ETFs), 
can be offered directly to investors in any 
of  the three markets. Many players are also 
hoping that with the impending mutual rec-
ognition between Hong Kong and Mainland 
China, and the proposed Asia Region Funds 
Passport, a more open market will be made 
available to allow them to expand regionally or 
even beyond, should ETFs be included within 
their scope, although detailed rules have not 

yet been finalised. Additionally, 
there is the Shanghai-Hong Kong 
Stock Connect which could create 
additional opportunities for ETFs, 
again if  they are added to its scope. 

Although the Asian ETF 
market is still relatively young and 
fragmented, the sheer number of  
investors in Asia, not to mention a 
growing economy, rising middle-
class and a rapidly evolving finan-
cial services landscape mean that 
Asia is likely to contribute signifi-
cantly to the growth of  the ETF 
market in the coming years. The 
internationalisation of  the renmin-
bi will see a further acceleration 
of  capital flows, which will really 
open up what will become one of  
the world’s most important asset 
management markets. n
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Social and economic pres-
sures are forcing senior 

education leaders to rethink 
business models and consider 
a range of  new technologies, 
to bring down the cost of  ad-
ministering education institu-
tions and scale the business, 
according to research from 
Gartner, Inc.

According to Gartner vice 
president and distinguished 
analyst Jan-Martin Lowendahl, 
traditional educational business 
models are being fundamental-
ly challenged by digitalization.

“An increasing number 
of  technical innovations and 
technology trends are emerg-
ing from within the industry, but most will 
emerge outside the industry, driven by ma-
jor forces such as digital business and the 
consumerization and industrialization of  
IT,” Mr. Lowendahl said. “Education sec-
tor CIOs need to take a broad approach 
and consider technologies from outside the 
education community, as well as looking for 
lessons from their peers. Focus on those that 
are most appropriate to your institution’s 
strategy.”

Worldwide education sector spending is 
forecast to grow 2.3 percent to reach $67.8 
billion in 2015, according to Gartner. This 
forecast includes higher education as well as 
primary and secondary schools. Education 
institutions in Australia will spend A$2.6 
billion on technology products and services 
in 2015, up 4.9 percent from 2014. In New 
Zealand, technology spending in the edu-
cation sector will total NZ$362 million in 
2015, an increase of  1.9 percent over 2014.

Gartner has identified the top 10 stra-
tegic technologies for the education indus-
try in 2015 and provides recommendations 
to education CIOs and IT leaders regard-
ing adoption and benefits. It is not a list of  
what education CIOs spend the most time 
or money on; rather it is a list of  strategic 
technologies that Gartner recommends edu-
cation CIO should have a plan for 
in 2015:

1. Adaptive Learning
Adaptive learning is a concept 
that traces its roots back to at least 
the 1950s, but the ability to cap-
ture learner data through online 
learning has provided a break-
through. True adaptive learning 
is a type of  crowdsourcing and 
big data collection. The real value 
of  adaptive learning lies in the 
metadata attached to each learn-

ing “morsel,” which must then 
be combined with enough em-
pirical data of  students trying to 
master the topic to allow person-
alized learning. It is extremely 
valuable in designing the peda-
gogy of  the future. 

2. Adaptive E-Textbooks
Unlike traditional print materi-
als, e-textbooks can be edited to 
include up-to-date information, 
be assembled or disassembled, 
or include content from other 
sources and social interaction. 
Adaptive e-textbooks add the 
element of  tracking student 
interaction with the text, and 
adapting to the learning style. E-

textbooks are the first key step of  going from 
analog to digital education. 

3. CRM
Customer relationship management (CRM) 
is now a widely recognized tool for track-
ing and managing relationships with con-
stituents, including prospective and current 

students, parents, alumni, cor-
porations, benefactors and other 
friends of  the institution. Howev-
er, institutions are grappling with 
the difficulties of  standardizing 
and integrating the institutional 
data to achieve success with these 
solutions, and to enable rapid 
and informed decision making on 
their campus. 

4. Big Data
Big data in education is associ-
ated with collecting vast amounts 

Gartner Highlights the 
Top 10 Strategic Technologies 
Impacting Education in 2015

Global Education Sector Technology Spending to Exceed $67.8 Billion in 2015

=== “===

Adaptive 
e-textbooks add 

the element 
of tracking 

student 
interaction with 

the text, and 
adapting to the 
learning style

=== ”===

E D U C A T I O N



CorporateGovernanCeasia         January-MarCh 201570

of  data from the digitized 
activities of  students, par-
ents, faculty and staff, 
transforming that into in-
formation, and producing 
or recommending actions 
aimed at improving institu-
tion outcomes. Big data in 
higher education has been 
around for decades, mainly 
focused on research. Now, 
it is a very promising technology-based stra-
tegic capability that has the possibility to im-
prove the whole education ecosystem.

5. Sourcing Strategies
Not a technology in itself, sourcing strate-
gies represent a collection of  technologies 
and vendor services, from hosting to cloud, 
homegrown to open source, to subscription 
models for acquiring software/hardware 
capabilities. A sourcing strategy is a set of  
scenarios, plans, directives and decisions 
that dynamically define and integrate in-
ternal and external resources and services 
required to fulfill an enterprise’s business 
objectives. Strategic sourcing helps IT to 
focus from administrative transactions and 
operational support toward activities that 
enable differentiation and innovation for 
the institution.

6. Exostructure
Exostructure strategy means acquiring the 
critical capability of  interoperability as a 
deliberate strategy to integrate the increas-
ing numbers of  partnerships, tools and 
services in the education ecosystem. When 
done right, an exostructure ap-
proach enables institutions to 
leverage services from the cloud, 
rather than having to bring them 
inside the campus walls. Enabled 
by standards, it can allow the in-
stitution to adapt faster. With the 
increasing interdependencies in 
the education ecosystem, Gartner 
sees it rising in importance for at 
least the next decade. The future 
belongs to exostructure rather 
than to infrastructure.

7. Open Microcredentials
Microcredentials in the form of  
various badges or points have ex-

isted for some time in digital social environ-
ments in general, and in learning environ-
ments in particular. A key problem is that 
these environments are proprietary, which 
makes it difficult to display achievements 
outside of  them. The aim of  open micro-
credentials is to remedy that problem. For 
education institutions, issuing open micro-
credentials is a low-cost, high-value, technol-
ogy-based capability that will provide more 
value and motivation to students. Open mi-
crocredentials is still relatively immature as 
a technology, but it is gaining traction in the 
education community. Gartner sees it as a 
clear strategic technology with a relatively 
small investment involved, thereby making 
it a low-hanging fruit with good ROI.

8. Digital Assessment
Assessment within education is in itself  a 
vast and complicated area. Digital assess-
ment is ultimately about being able to do 
any assessment digitally, to remove the need 
for physically tethered as well as human-
proctored tests and improve modes of  test-
ing, grading and data analysis. The first-
level application of  digital assessments is to 

increase trust in online education 
by applying identification mecha-
nisms, such as keystroke identifi-
cation or cloud-based face recog-
nition. Digital assessment is a very 
practical technology with a clear 
high-level goal, but with many 
problems in the implementation. 
However, good digital assessment 
is a necessity for trustworthy and 
scalable online or hybrid (digi-
talized) education, and will re-
main a strategic technology until 
it is solved.

9. Mobile
Mobile is a popular term for per-

vasive access via many 
types of  devices. Mobile 
is not simply a synonym 
for mobile smartphones 
or tablets. Mobile in edu-
cation includes use in all 
aspects of  the academy – 
administration, education 
and research. However, 
the domain is maturing 
surprisingly slowly. Inhibi-

tors in 2014 still include smartphone cost, 
device limitations (such as battery life), the 
development of  m-learning course materi-
als, lack of  skills and the wide diversity of  
mobile devices. Education CIOs will need 
to treat mobile as a strategic technology for 
several years

10. Social Learning
Social learning gives learners the abil-
ity to establish a presence or social profile 
that reflects their expertise and interest; to 
create, discuss, share and capture learning 
content as learning objects; to organize 
and find learning objects from a variety of  
sources, such as search or peer ratings; to 
interact with peers in their social networks 
and be able to reach beyond their networks 
to other trusted sources of  information; to 
engage in experience-based learning exer-
cises; and to receive real-time online coach-
ing and support.

The experience from massive open 
online courses (MOOCs) shows the im-
portance of  “social” in learning platforms 
and is influencing the acceptance of  social 
learning platforms. However, a significant 
number of  faculty and students prefer to 
use open social platforms such as Google 
Sites or Facebook to complement traditional 
learning-management systems (LMSs) rath-
er than the now-built-in social features in the 
learning platforms. Vendors and institutions 
are still trying to figure out the perfect mix in 
the learning stack. n

More information on these trends is avail-
able in the Gartner report “Top 10 Strategic 
Technologies Impacting Education in 2015” 
available to Gartner clients at www.gartner.com/
doc/2926323 and the accompanying report 
“Top 10 Business Trends Impacting Education 
in 2015” on Gartner’s website athttp://www.
gartner.com/doc/2926717.
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By
Holly J. Gregory  
partner and co-global coordinator of  the Corporate 
Governance and Executive Compensation group 
at Sidley Austin LLP. 

The balance of  power between share-
holders and boards of  directors is 

central to the U.S. public corporation’s suc-
cess as an engine of  economic growth, job 
creation and innovation. Yet that balance is 
under significant and increasing strain. In 
2015, we expect to see continued growth 
in shareholder activism and engagement, 
as well as in the influence of  shareholder 
initiatives, including advisory proposals and 
votes. Time will tell whether, over the long 
term, tipping the balance to greater share-
holder influence will prove beneficial for 

corporations, their shareholders and our 
economy at large. In the near term, there is 
reason to question whether increased share-
holder influence on matters that the law has 
traditionally apportioned to the board is at 
the expense of  other values that are key to 
the sustainability of  healthy corporations. 
These concerns underlie the issues that will 
define the state of  governance in 2015 and 
likely beyond:
• Impact of  federal regulation on gover-

nance roles that have traditionally been 
defined by state law

• Tensions between achieving short-term 
returns versus making long-term invest-
ment

• The impact of  shareholder activism on 
board decisions and on wealth creation

• Litigation and reactive protectionism by 

boards through bylaw provisions
• Proxy adviser power and influence
• Drawing the line between oversight and 

management
• Regulation and enforcement activity
• Rebuilding society’s trust in the 
 corporation

Governance Roles and 
Responsibilities
Over the past 15 years, two distinct theories 
have been advanced to explain corporate 
governance failures: too little active and 
objective board involvement and too little 
accountability to shareholders. The former 
finds expression in the Sarbanes-Oxley Act’s 
emphasis on improving board attention to 
financial reporting and compliance, and re-
lated Securities and Exchange Commission 

The State of  
Corporate Governance for 2015

Corporations create wealth for shareholders. The ability of  a corporation to return long term shareholder 
value is a key metric for assessing whether the corporation is effective and efficient in its activities
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(“SEC”) and listing rules on independent 
audit committees and director and commit-
tee independence and function generally. 
The latter is expressed by the Dodd-Frank 
Act’s focus on providing greater influence to 
shareholders through advisory say on pay 
votes and access to the company’s proxy ma-
chinery for nomination by shareholders of  
director candidates.

The emerging question is whether feder-
al law and regulation (and related influences) 
are altering the balance that state law pro-
vides between the role of  shareholders and 
the role of  the board, and if  so, whether that 
alteration is beneficial or harmful. State law 
places the management and direction of  the 
corporation firmly in the hands of  the board 
of  directors. This legal empowerment of  the 
board – and implicit rejection of  governance 
by shareholder referendum – goes hand in 
hand with the limited liability that share-
holders enjoy. Under state law, directors may 
not delegate or defer to shareholders as to 
matters reserved by law for the board, even 
where a majority of  shareholders express a 
clear preference for a specific outcome. Con-
cern about appropriate balance in share-
holder and board roles is implicated by the 
increasingly coercive nature – given the in-
fluence and policies of  proxy advisory firms 
– of  federally-mandated advisory say on pay 
proposals and advisory shareholder propos-
als submitted under Securities Exchange 
Act Rule 14a-8 on other matters that do 
not fall within shareholder decision rights. 
The extent of  proxy advisory firm influence 
is linked, at least in part, to the manner in 
which the SEC regulates registered invest-
ment advisors.

Short-Term Returns vs. 
Long-Term Investment
Management has long reported significant 
pressures to focus on short-term results at 
the expense of  the long-term investment 
needed to position the corporation for the 
long term. Observers point to short-term 
financial market pressures which have in-
creased with the rise of  institutional inves-
tors whose investment managers have incen-
tives to focus on quarterly performance in 
relation to benchmark and competing funds.

Short-term pressures may also be ac-
centuated by the increasing reliance on 
stock-based executive compensation. It is 

estimated that the percentage of  stock-based 
compensation has tripled since the early 
nineties: in 1993, approximately 20 percent 
of  executive compensation was stock-based. 
Today, it is about 60 percent.

Boards that should be positioned to help 
management take the long-term view and 
balance competing interests are also under 
pressure from financial and governance fo-
cused shareholder activism. Both forms of  
activism are supported by proxy advisors 
that favor some degree of  change in board 
composition and tend to have fairly defined 
– some would say rigid – views of  gover-
nance practices.

Shareholder Activism and Its Value
As fiduciaries acting in the best interests of  
the company and its shareholders, directors 
must make independent and ob-
jective judgments. While it is pru-
dent for boards to understand and 
consider the range of  shareholder 
concerns and views represented 
in the shareholder constituency, 
shareholder engagement has its 
limits: The board must make its 
own independent judgment and 
may not simply defer to the wishes 
of  shareholders. While activist 
shareholders often bring a valu-
able perspective, they may press 
for changes to suit particular spe-
cial interests or short-term goals 
that may not be in the company’s 
long-term interests.

Governance Activism
Shareholder pressure for greater 
rights and influence through advisory share-
holder proposals are expected to continue 
in the 2015 proxy season. A study of  trends 
from the 2014 proxy season in Fortune 250 
companies by James R. Copland and Mar-
garet M. O’Keefe, Proxy Monitor 2014: 
A Report on Corporate Governance and 
Shareholder Activism (available at www.
proxymonitor.org), suggests that the focus of  
most shareholder proposal activity does not 
relate to concerns that are broadly held by 
the majority of  shareholders:
• Shareholder support for shareholder pro-

posals is down, with only four percent gar-
nering majority support, down from seven 
percent in 2013.

• A small group of  shareholders dominates 
the shareholder-proposal process. One-
third of  all shareholder proposals are 
sponsored by three persons and members 
of  their families and another 28 percent 
of  proposals are sponsored by investors 
with an avowed social, religious or public-
policy focus.

• Forty-eight percent of  2014 proposals at 
Fortune 250 companies related to social 
or political concerns. However, only one 
out of  these 136 proposals received ma-
jority support, and that solitary passing 
proposal was one that the board had sup-
ported.

• Institutional Shareholders Services Inc. 
(“ISS”) is far more likely to recommend 
in favor of  shareholder proposals than the 
average investor is to support them.

Nonetheless, the universe of  
shareholder proposals included 
in corporate proxy statements 
pursuant to Rule 14a-8 has grown 
significantly over the years. In ad-
dition, the coercive power of  ad-
visory shareholder proposals has 
expanded as a result of  the policy 
of  proxy advisors to recommend 
that their clients vote against the 
re-election of  directors who fail 
to implement advisory share-
holder proposals that receive a 
majority of  votes cast. Directors 
should carefully assess the rea-
sons underlying shareholder ef-
forts to use advisory proposals to 
influence the company’s strategic 
direction or otherwise change the 
board’s approach to matters such 

as CEO compensation and succession, risk 
management, governance structures and en-
vironmental and social issues. Shareholder 
viewpoints provide an important data set, 
but must be understood in the context of  the 
corporation’s best interest rather than the 
single lens of  one particular constituency.

Hot Topics for 2015 Shareholder Proposals
Early indications are that in 2015, the most 
frequent shareholder proposals will relate to:
• Shareholders’ ability to impact board 

composition, through proxy access and – 
at mid-tier companies –  replacement of  
plurality voting in uncontested director 
elections with majority voting;
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• Board leadership in the form of  an inde-
pendent board chair; and

• Enhanced disclosure regarding corporate 
efforts on social and environmental issues 
or “sustainability reporting.”

Expect proxy access proposals to be 
particularly prominent in the 2015 proxy 
season. New York City Comptroller, Scott 
Stringer, has announced a “Boardroom Ac-
countability Project” targeting 75 compa-
nies with non-binding proxy access share-
holder proposals to bring pressure to bear 
with respect to other issues. The targeted 
companies were selected because of  con-
cerns about climate change, board diversity 
or executive compensation. The 
proposal seeks access to the proxy 
machinery for up to a quarter of  
board seats for shareholders who 
have held three percent of  com-
pany shares for three years.

Proxy access proposals 
framed to track the SEC’s now-
vacated proxy access rule – al-
lowing access for shareholdings 
of  three percent for three years – 
have a fair likelihood of  receiving 
a majority of  votes cast. That has 
significant implications for proxy 
adviser recommendations regard-
ing the election of  directors the 
following year if  the company 
does not adopt proxy access. Of  
the proxy access proposals that 
went to a vote in 2014, fewer than 
half  received a majority of  the votes cast in 
favor, with average support of  approximately 
37 percent. Support was highest for propos-
als like the Comptroller’s, which relied on a 

three percent for three year holding require-
ment: all proposals that received a majority 
of  votes cast were based on this requirement.

Note that in early December 2014, 
the SEC Division of  Corporation Finance 
agreed that Whole Foods could exclude 
under Rule 14a-8(i)(9), a three percent for 
three-year proxy access proposal from James 
McRitchie, given the company’s stated in-
tent to put its own nine percent for five-year 
proxy access proposal up for a shareholder 
vote. McRitchie has appealed the grant of  
no-action relief  to the full Commission. 
Whole Foods has since filed with the SEC its 
preliminary proxy statement with a five per-

cent, five-year proxy access pro-
posal rather than the nine percent, 
five-year proposal it originally in-
dicated it would file. A number of  
other companies have also sought 
no-action relief  based on company 
plans to include a proposal at the 
five percent for five year thresh-
old. Boards should carefully assess 
whether to recommend a binding 
management proposal on proxy 
access. Where a binding manage-
ment proposal passes, sharehold-
ers may seek to bring a proposal to 
lower the thresholds the following 
year and such a proposal is unlike-
ly to be excludable under the “sub-
stantial implementation” grounds 
of  Rule 14a-8(i)(10). In the mean-
time, the company may lose good 

will with institutional investors and there is 
a risk that directors up for re-election could 
be targeted with a negative vote campaign in 
the current year due to their support of  the 

counter proposal tactic.
For related information about the com-

ing proxy season, please see “2014 Proxy 
Season Review – Looking Forward to 
Next Year” published on August 25, 2014 
athttp://www.sidley.com/2014-Proxy-
Season-Review–Looking-Forward-to-Next-
Year-08-22-2014/.

Financial Activism
Over the past three years, the number and 
intensity of  financial activism initiatives 
has increased. The ongoing debate on the 
wealth effects of  hedge fund activism is 
worth following and is well-covered on Har-
vard’s corporate governance blog (blogs.law.
harvard.edu/corpgov). Although financial 
activism may return immediate wealth to 
some shareholders through the sale of  as-
sets, payment of  special dividends or share 
buybacks, evidence is mounting that this 
may be at the expense of  the longer term 
corporate and societal interests. For ex-
ample, a July 2014 paper by Yuan Allaire 
and Francois Dauphin, “Activist” Hedge 
Funds: Creators of  Lasting Wealth? (avail-
able at www.igopp.org), concludes that “the 
most generous conclusion one may reach” is 
that activist funds “create some short-term 
wealth for some shareholders” because in-
vestors tend to jump into the stock of  tar-
geted companies upon the announcement 
of  activist activity. “In a minority of  cases, 
activist hedge funds may bring some last-
ing value for shareholders but largely at the 
expense of  workers and bond holders; thus 
the impact of  activist hedge funds appears to 
take the form of  wealth transfer rather than 
wealth creation.” The research further notes 
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The ability of  the board and management 
to address activism pressures depends 
largely on the ability to communicate ef-
fectively regarding long-term strategy, risk 
oversight, management succession and 
company performance. Avenues of  com-
munication include the company’s inves-
tor relations efforts and shareholder out-
reach, as well as periodic filings and proxy 
statements.

To prepare for shareholder activism, 

the board and management should as-
sess company vulnerabilities that relate to 
performance, strategy and governance as 
viewed by activists. Specifically, the board 
and management should:
• Identify areas in which the company may 

be subject to activism;
• Consider the company’s positions on 

those topics and prepare responses;
• Consider the company’s defense profile;
• Monitor governance and activist updates 

to keep abreast of  “hot topic” issues;
• Assure that a protocol (including a script) is 

in place that details how members of  man-
agement and directors should respond if  
they receive a call from an activist;

• Invest in building relations with the 
company’s large long-term sharehold-
ers; and

• Identify the team of  advisors that the 
board would retain in an activist situa-
tion and discuss these issues with them.

Preparation for Shareholder Activism
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that hedge funds tend to be focused on the 
short term, with half  of  interventions not 
lasting nine months. In addition, a growing 
number of  commentators, including senior 
representatives of  some institutional inves-
tors, have expressed concern about the im-
pact of  hedge fund activism, and associated 
increased debt and cuts in capital spending, 
on long-term corporate health, innovation, 
job creation and GDP growth.

Litigation and Protectionism
Corporations today are routinely subject to 
shareholder litigation for which corporations 
– and, by extension, their shareholders – foot 
the bill. An oft-cited January 2014 article by 
Matthew Cain and Steven Davidoff, Take-
over Litigation in 2013 (available at http://
papers.ssrn.com), reported that 97.5 percent 
of  2013 takeover transactions valued at over 
$100 million resulted in shareholder litiga-
tion – up from 39 percent in 2005. Board 
decisions and proxy disclosures related to 
executive compensation are also leading to 
an increase in shareholder litigation, albeit 
on a smaller scale.

Since even weak shareholder claims 
pose uncertainty, significant costs and settle-
ment pressures, corporate interest in how 
to reduce nuisance suits has grown. Recent 
Delaware state court decisions underscore 
the potential for corporate bylaws, includ-
ing those adopted by boards, to reduce in-
centives for the plaintiffs’ bar to file such 
lawsuits. For example, the Delaware courts 
have upheld, at least as a general matter, the 
statutory and contractual validity of  board-
adopted bylaws that seek to limit the forum 
for intra-corporate litigation. In addition, 
the Delaware Supreme Court has upheld 
– in the context of  a non-stock corporation 
– the statutory and contractual validity of  
bylaws that allocate all or a portion of  the 
cost of  intra-corporate litigation to the los-
ing party. Although these court decisions 
have spurred significant interest in board-
adopted bylaws aimed at reducing incentives 
for the plaintiffs’ bar to file claims, caution is 
advised. Despite strong arguments that sup-
port deterring nuisance suits that are costly 
to companies and their shareholders, some 
shareholders, shareholder rights advocates 
and proxy advisory firms have expressed 
concern about unilateral board-adopted by-
laws that they view as improperly restricting 

shareholder litigation rights. 
For more detailed discussion, please see, 

“The Elusive Promise of  Reducing Share-
holder Litigation Incentives Through Cor-
porate Bylaws” published on June 4, 2014 
athttp://www.sidley.com/06-03-2014-Up-
date/.

Exclusive Forum Bylaws
Delaware forum selection provi-
sions designate a Delaware court 
as the exclusive forum for certain 
intra-corporate disputes, includ-
ing derivative suits, breach of  fi-
duciary duty suits, suits brought 
under the Delaware General Cor-
poration Law (“DGCL”) and oth-
er suits involving the company’s 
internal affairs. During the past 
few years, an increasing number 
of  Delaware corporations have 
adopted forum selection provi-
sions in their organizational docu-
ments, in an effort to minimize 
the risk of  duplicative multiforum 
stockholder litigation. A forum se-
lection provision is not designed to 
prevent stockholders from bring-
ing claims; it only addresses where 
the claims may be litigated. Dela-
ware courts, particularly the Court 
of  Chancery, are thought to afford several 
benefits to corporations, including a well-
established body of  corporate case law, a 
judiciary knowledgeable in business disputes 
and relatively expedited litigation schedules.

In June 2013, the Delaware Court of  
Chancery ruled that forum selection bylaws 
unilaterally adopted by the boards of  direc-
tors were valid on a statutory and contrac-
tual basis under Delaware law, eliminating 
prior uncertainty regarding their enforce-
ability. The Delaware Supreme Court af-
firmed that decision.

Thereafter, courts in several other juris-
dictions (including Alabama, Illinois, New 
York and Louisiana) have upheld such pro-
visions, although an Oregon court recently 
declined to enforce an exclusive forum pro-
vision. Critical to the Oregon court deci-
sion, however, was that the company had 
adopted the exclusive forum provision on 
the same day that it had approved a merger 
agreement that was at issue in the litigation 
sought to be moved to Delaware. The Or-

egon court decision, however, is at odds with 
a recent decision of  the Delaware Court of  
Chancery, City of  Providence v. First Citi-
zens Bancshares, where the court enforced a 
forum selection bylaw adopted on the same 
day as the announcement of  the merger 

challenged in the litigation.
The policy of  Glass Lewis 

& Co LLC (“Glass Lewis”) has 
been to recommend against the 
re-election of  the chair of  a gov-
ernance committee if, in the past 
year, the board adopted a forum 
selection bylaw without stock-
holder approval. Over 300 com-
pany boards unilaterally adopted 
forum selection clauses in 2013 
and 2014, and Glass Lewis rec-
ommended against re-electing the 
governance committee chairs of  
the companies within this group. 
The unilateral adoption of  a 
forum selection clause will not 
generally result in a negative vote 
recommendation against a direc-
tor by Institutional Shareholder 
Services Inc. (“ISS”). Although 
ISS’ new policy for unilateral 
adoption of  bylaw provisions that 
impair shareholder rights may re-
sult in a recommendation against 

director re-election, ISS has confirmed that 
this policy will not apply to exclusive forum 
provisions.

Fee-Shifting Bylaws
In the United States, unless otherwise agreed 
by contract or required by statute, each liti-
gant is responsible for paying its own attor-
ney fees and court costs. Some jurisdictions 
outside the United States have a “loser pays” 
system to discourage lawsuits of  question-
able merit and avoid pressures on corpora-
tions to settle non-meritorious suits early to 
save time and money and avoid uncertainty.

On May 8, 2014, the Delaware Su-
preme Court ruled, in answering a question 
certified by the U.S. District Court for Dela-
ware, that a bylaw adopted by the Board of  
a non-stock corporation that provided for a 
losing plaintiff to pay defendants’ attorney 
fees and costs associated with its intra-cor-
porate suit would not violate the provisions 
of  the DGCL. The Court did not opine on 
the validity of  the bylaw under equitable 
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principles.
This ruling has created in-

terest in the use of  fee-shifting 
bylaws in traditional stock corpo-
rations. For several reasons, how-
ever, very few public companies 
have yet adopted these provisions. 
One reason is the reaction of  ISS 
and Glass Lewis, both of  which 
will likely recommend against di-
rectors at companies that adopt 
fee-shifting bylaws without a 
shareholder vote. A second con-
cern is uncertainty regarding how 
long and under what limitations 
fee-shifting provisions will contin-
ue to be an option for Delaware 
corporations. The Corporation 
Law Council of  the Delaware 
State Bar Association has pro-
posed amending the DGCL to 
prohibit Delaware stock corporations from 
adopting fee-shifting bylaws. Action on this 
is currently in process.

Concerns About Proxy Advisors
Over the past decade, the growing influence 
of  proxy advisory firms on shareholder vot-
ing, executive compensation and corporate 
governance practices has caused no small 

degree of  consternation and con-
cern among public companies, 
given the perceived power of  the 
highly-concentrated proxy advi-
sory industry to effectively coor-
dinate shareholder voting. Criti-
cisms have also been voiced about: 
(i) the opacity and lack of  nuanced 
analysis underlying vote recom-
mendations, (ii) potential conflicts 
that arise when proxy advisers 
also provide consulting services to 
public companies, and (iii) inher-
ent pressures in the proxy advi-
sors business model that motivate 
these firms to continually “push 
the envelope” on corporate gover-
nance and disclosure reform. Fed-
eral legislation and the SEC Rules 
and guidance are also thought to 
have played a role in the growth 

of  proxy advisor influence. Not surprisingly, 
the corporate community – through orga-
nizations such as The Business Roundtable, 
the U.S. Chamber of  Commerce and the 
Society of  Corporate Secretaries and Gov-
ernance Professionals – as well as members 
of  Congress and even some SEC Commis-
sioners – have urged the SEC to consider 
whether additional regulation of  the proxy 

advisor industry is warranted.
On June 30, 2014, the staffs of  the 

SEC’s Division of  Corporation Finance and 
Division of  Investment Management (the 
“Staff”) issued long-awaited guidance re-
lated to both proxy advisory firms and their 
investment adviser clients. The guidance, 
published in Staff Legal Bulletin No. 20 (the 
“Bulletin”) (available athttp://www.sec.gov/
interps/legal/cfslb20.htm), addressed in-
vestment adviser responsibilities for the vot-
ing of  proxies and diligence considerations 
regarding the retention and oversight of  
proxy advisory firms. The Bulletin also ad-
dressed two exemptions to the proxy solicita-
tion rules on which proxy advisory firms of-
ten rely. Although the SEC Staff’s guidance 
could cause investment advisers to more 
carefully scrutinize the quality of  proxy ad-
visers’ services – and even to reduce reliance 
on these services – the guidance does not 
directly address many concerns that have 
been raised to date. For additional informa-
tion please see, “SEC Staff Guidance May 
Lessen Investment Adviser Demand for – 
While Also Raising the Costs of  Providing 
– Proxy Advisory Services” published on 
July 10, 2014 at http://www.sidley.com/7-
10-2014_Update/.

On November 6, 2014, ISS issued its 
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On November 6, 2014, ISS released up-
dates to the internal voting guidelines it 
uses to make voting recommendations to its 
investor clients. ISS updates for 2014 focus 
on four key policy areas:
• A new “balanced scorecard” for evalu-

ation of  equity compensation plan pro-
posals: ISS adopted a new “Equity Plan 
Scorecard” model that takes into account 
multiple factors, both positive and nega-
tive, in evaluating equity incentive plan 
proposals. These factors fall under three 
pillars: Plan Cost (45 percent weighting), 
Plan Features (20 percent weighting) and 
Grant Practices (35 percent weighting).

• A more nuanced analysis of  shareholder 
proposals that call for an independent 
board chair: ISS indicated that it will take 
a more holistic approach in its evaluation 
of  proposals calling for an independent 

board chair. It will also consider addi-
tional factors, including the presence of  
a non-independent chair in addition to 
the CEO, recent leadership transitions, 
tenure and a longer total shareholder re-
turn comparison.

• A bias against director re-election where 
boards adopted bylaws (or, in certain cir-
cumstances, charter amendments) that 
ISS views as limiting stockholder rights: 
ISS has modified its policy related to by-
law amendments adopted without share-
holder approval. If  such an amendment 
does or could materially diminish share-
holders’ rights, ISS will generally recom-
me  nd that shareholders vote against 
or withhold from directors individually, 
committee members or the entire board, 
after considering factors identified in the 
policy update. Separately, ISS has indi-

cated that the adoption of  an exclusive 
forum bylaw will not lead to adverse 
vote recommendations under the policy. 
ISS has also modified its approach to 
proposals relating to bylaw provisions 
that would impact shareholder litigation 
rights. ISS has identified in the policy 
several factors that it will consider in 
determining its recommendation with 
regard to such proposals. ISS has stated 
that it will generally recommend a vote 
against fee-shifting bylaws.

• A modified approach to shareholder pro-
posals relating to political contributions 
and greenhouse gas emissions. ISS made 
minor changes to its policies regarding 
political contributions and greenhouse 
gas proposals to refine and clarify the 
factors considered in evaluating such 
proposals. n

ISS Policy Changes for 2014
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final 2015 proxy voting guideline updates, 
effective for annual shareholder meetings 
held on or after February 1, 2015. Notably, 
the policy changes suggest a negative bias to-
wards director elections where boards have 
unilaterally adopted bylaws (or, in certain 
circumstances, charter amendments) that 
ISS views as limiting stockholder rights. 
Although not signaled in the draft policy 
changes that ISS released for comment, 
ISS will now recommend against the elec-
tion of  directors when the board unilaterally 
adopts bylaws or charter amendments that, 
in ISS’s view, “materially diminish share-
holders’ rights or … could adversely impact 
shareholders.” Board actions that could trig-
ger this amended policy include adopting, 
without a shareholder vote, fee-shifting and 
“arbitration only” requirements. Notably, 
however, as discussed above, ISS has indi-
cated in remarks outside its policy document 
that it will not recommend against directors 
of  companies that have adopted exclusive 
forum bylaw provisions.

Oversight versus Active Management
The ever increasing pressures on, and ex-
pectations of, boards threaten to blur the 
line between the role of  the board and the 
role of  management. Expanding board ac-
tivity into traditional areas of  management 
has significant implications for the quality 
and objectivity of  board oversight. 
Undue board involvement in ar-
eas of  management is also likely 
to undermine the effectiveness of  
corporate management and the 
ability to attract and retain the 
most qualified talent. In addition, 
the greater the involvement of  di-
rectors in the day-to-day manage-
ment of  the company, the more 
difficult it will be (should there oc-
cur in the course of  such manage-
ment an adverse event that results 
in a stockholder suit) for those di-
rectors to use their reliance on the 
relevant corporate officers as a ba-
sis to avoid personal liability.

A key aspect of  the board’s 
oversight role is to prioritize the 
board’s own time and attention 
given the unique circumstances 
facing the company to assure the 
board is focused on the most im-

portant issues and at the right level of  atten-
tion. While the details will vary from com-
pany to company, the key focal areas remain:
• Oversight of  strategy direction (including 

consideration of  opportunities and risks) 
to drive competitive corporate perfor-
mance and return on investment over the 
long term, in an ever changing business 
and geopolitical environment;

• CEO selection, evaluation, compensation 
and succession planning, and talent devel-
opment;

• Risk oversight in relation to strategic di-
rection, as well as the processes manage-
ment uses to identify and manage risk. In 
2015, cyber-security will continue to be a 
significant risk concern;

• Oversight of  internal controls, financial 
reporting and compliance systems;

• Crisis preparedness;
• Shareholder relations, engagement and 

preparedness for activism; and
• Board succession, composition, leadership 

and performance, with particular focus on 
issues related to board refreshment (ten-
ure and director evaluation) and diversity.

Although the board has much on its 
agenda, in most circumstances the largest 
portion of  board time should be reserved for 
discussion of  corporate strategy and perfor-
mance. Financial institution boards will also 
inevitably be preoccupied with regulatory 

and compliance oversight issues. 
A recent Blue Ribbon Commis-
sion report of  the National As-
sociation of  Corporate Directors 
emphasizes the role of  the board 
in providing guidance through the 
development of  a strategic plan 
based on an iterative discussion 
with management. The board 
should also give special attention 
to supporting appropriate long-
term investment and prudent risk-
taking in the face of  significant 
short-term pressures for immedi-
ate returns.

The overarching issue for au-
dit committees in 2015, as in prior 
years, is how to prioritize commit-
tee resources to ensure that mem-
bers have the time to read, un-
derstand and provide meaningful 
oversight of  financial reporting. 
The danger is that with so much 

on the audit committee’s agenda, the com-
mittee will rely on checklist compliance at 
the expense of  tailored attention to the issues 
that bear most importantly on the accuracy 
and reliability of  disclosed information.

Risk oversight is also a top issue for 
many audit committees. While the audit 
committee typically has oversight obligations 
with respect to the processes and controls 
related to risk management (where there is 
no dedicated risk committee of  the board), 
the responsibility for risk oversight is closely 
related to oversight of  strategy and should 
therefore require full board attention. As 
to specific types of  risk, cyber-security is an 
area to which audit committees and boards 
are likely to give greater attention in 2015.

Regulation and Enforcement Activity
New Regulation Activity
Disclosure Effectiveness
During the past year, members of  the Staff 
of  the SEC Division of  Corporation Fi-
nance have engaged in a “disclosure effec-
tiveness project.” The goal of  that project 
is to review existing disclosure requirements 
to determine whether modifications should 
be made to reduce the costs and burdens on 
public companies while also promoting the 
disclosure of  material information to inves-
tors and eliminating duplicative disclosures. 
The SEC has not made any specific recom-
mendations and has not provided a timeta-
ble for when it will do so.

Dodd-Frank Rule-Making Activity
In fall 2013, the SEC issued proposed rules 
relating to a new disclosure requirement 
regarding the ratio of  CEO pay to median 
employee pay. Although the Dodd-Frank 
Act requires the SEC to adopt such rules, 
the SEC has not yet adopted final rules on 
this subject. Even if  the SEC does so in 
2015, it is not expected that any new dis-
closure will be required until the spring of  
2016, at the earliest.

The SEC also has yet to propose rules 
for the Dodd-Frank-related items listed be-
low. The SEC previously stated that it in-
tended to propose and adopt the following 
rules before the end of  June 2012, but later 
withdrew its commitment to that timeframe:
• Enhanced disclosures on pay for perfor-

mance – each company must disclose the 
relationship of  the compensation actually 
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paid to its executive officers versus the 
company’s financial performance, taking 
into account changes in the value of  its 
stock and dividends or distributions;

• Mandatory clawback policy that would 
require companies to recover excess pay 
to current and former executive officers in 
the event of  financial restatement even in 
the absence of  misconduct; and

• Employee hedging policy disclosure.

Enforcement
Section 16 Reporting Enforcement Action
On September 10, 2014, the SEC an-
nounced enforcement actions against 34 
defendants for claimed violations related to 
requirements to report transactions in com-
pany equity securities under Section 16(a) 

of  the Securities Exchange 
Act. The defendants included 
13 persons who were or had 
been officers or directors of  
public companies, five indi-
vidual investors, 10 investment 
funds/advisers and six public 
companies. These enforce-
ment actions were unprec-
edented: the SEC had never 
previously targeted that many 
defendants at once for viola-
tions of  the Section 16(a).

Although Section 16(a) 
reporting obligations are per-
sonal to the officer, director or 
10 percent holder that is sub-
ject to Section 16, six of  these 

actions were brought against public 
companies. Those six enforcement 
actions were predicated on one or 
both of  two theories: (1) the compa-
nies had not included in their proxy 
statements the disclosure required 
by Item 405 regarding untimely 
Section 16(a) filings by a company’s 
officers, directors and 10 percent 
holders; and (2) the companies had 
caused the underlying violations by 
the officers/directors by assuming 
the obligation to assist their insid-
ers in their filings but failing to do so 
properly. All companies paid fines of  
either $75,000 or $150,000. Several 
individual officers/directors who 
were charged raised as a defense 
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Boards of  financial institutions face spe-
cial governance challenges complying 

with rules, regulations, guidelines and ex-
pectations of  U.S. and international bank-
ing supervisors in the wake of  the financial 
crisis and the persistent perception that the 
crisis exposed wide-spread governance laps-
es at financial institutions.

Regulators assert that the importance 
of  banks generally to the financial system 
as a whole, and individually from a safety 
and soundness perspective, mandates bet-
ter alignment of  bank corporate governance 
with regulatory objectives. This has implica-
tions for board decision-making with respect 
to capital allocations and distributions, loss 
absorbency measures, mergers and acquisi-
tions, for risk management and oversight, 
and the extent of  fiduciary duties of  finan-
cial institution boards and officers generally. 
In a seminal speech in 2014, Dan Tarullo 
of  the Board of  Governors of  the Federal 
Reserve queried whether the fiduciary duties 
of  directors of  financial firms should include 
a duty (presumably owed to corporation and 
its shareholders) to ensure the attainment of  
the firm’s regulatory objectives. Consistent 
with the concept of  heightened regulatory 
duties for directors and officers, the Trea-
sury Department’s Financial Crimes En-
forcement Network recently sued the former 
chief  compliance officer of  MoneyGram 

International for failing to ensure the cash 
transfer firm’s compliance with anti-money 
laundering regulations. The lawsuit seeks 
the imposition of  a lifetime ban from em-
ployment in the industry and a $1 million 
personal penalty.

During 2014, U.S. banking regula-
tors issued regulations and guidelines to 
strengthen the risk governance and risk 
management practices of  large financial 
institutions. As part of  the “enhanced pru-
dential standards” regime under the Dodd-
Frank Act, the agencies have required banks 
to establish and implement a written risk 
governance framework that manages and 
controls risk-taking activities and provides 
minimum standards for board and risk 
committee oversight of  the risk governance 
framework. These regulations and guide-
lines address:
• how risk governance should be structured 

within the institution;
• the role and reporting responsibilities of  

its internal control functions, including 
the independent risk management func-
tion, to the CEO, the board and the risk 
committee of  the board;

• the board and risk committee’s responsi-
bility to establish written policies govern-
ing the risk appetite of  the institution and 
oversight of  its risk culture; and

• the board’s responsibility with respect to 

ensuring that compensation programs in-
corporate the risk tolerances and encour-
age prudent risk-taking behaviors.

Separately, the Basel Committee of  in-
ternational banking supervisors and central 
banks (which includes senior officials of  the 
Board of  Governors of  the Federal Reserve 
System and the Office of  the Comptroller 
of  the Currency) have issued for comment 
revised corporate governance guidelines for 
risk governance and supervisory oversight 
of  banks in nearly 30 of  the world’s larg-
est economies. These guidelines address the 
role, responsibilities and governance struc-
tures of  the board of  directors of  financial 
institutions within those jurisdictions, in-
cluding the tone at the top regarding risk 
culture, the communication to employees 
of  the firm’s risk appetite and appropriate 
risk-taking behaviors, the governance and 
reporting of  risk management, compliance 
and internal controls functions, and the im-
portance of  properly structured compensa-
tion programs. n

For additional information, please see Sidley 
Update “International Banking Regulators Propose 
Revised Corporate Governance Principles: Reinforce 
Board Responsibilities for Risk Oversight and Gov-
ernance Culture” on November 17, 2014 at http://
www.sidley.com/11-17-14-Banking-and-Finan-
cial-Services-Update/.

Regulation of  Risk Governance for Financial Institutions
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that the companies where they worked or 
served as a director had undertaken to as-
sist them with their filings but had not done 
so properly. That defense was not recog-
nized as valid. The SEC noted that the fil-
ing obligations are personal to the insider. 
Despite the unprecedented nature of  these 
actions, it seems unlikely that the SEC has 
abandoned its traditional practice of  not 
bringing enforcement actions for reporting 
violations that are inadvertent and isolated. 
In the six enforcement actions, each de-
fendant had a large number of  violations, 
sometimes numbering in the dozens. For a 
more detailed discussion please see, “SEC 
Enforcement Actions Regarding Section 16 
Reporting Obligations” published on Octo-
ber 3, 2014 at http://www.sidley.com/10-
03-14-Corporate-Governance-
Update/.

Whistleblower Activity and Awards
In 2011, the SEC created the 
whistleblower program under 
the Dodd-Frank Act. That pro-
gram rewards high-quality origi-
nal information that results in 
an SEC enforcement action with 
sanctions exceeding $1 million. 
Awards can range from 10 per-
cent to 30 percent of  the money 
collected in a case.

The SEC’s first payment 
to a whistleblower was made in 
August 2012 and totaled approximately 
$50,000. In August and September 2013, 
more than $25,000 was awarded to three 
whistleblowers who helped the SEC and 
the Department of  Justice halt a sham 

hedge fund. The ultimate total payout in 
that case is likely to exceed $125,000.

On September 22, 2014 the SEC an-
nounced it had awarded over $30 million 
to a whistleblower, more than twice the size 
of  the largest award previously announced. 
Only one year earlier, on October 1, 2013, 
the SEC announced that it awarded more 
than $14 million to a whistleblower, its larg-
est award at that time under the program.

Few details about the underlying case 
are known, other than that the whistle-
blower was located overseas. In the SEC’s 
press release relating to the case, the Direc-
tor of  the SEC’s Division of  Enforcement 
is quoted as saying that the “whistleblower 
came to us with information about an on-
going fraud that would have been very diffi-

cult to detect.” The press release 
also indicated that, as of  the re-
lease date, the SEC had provided 
awards to nine whistleblowers in 
its 2014 fiscal year.

In December 2014, a federal 
district judge approved a whistle-
blower award of  $56 million for 
a former Bank of  America execu-
tive who alerted federal prosecu-
tors to mortgage fraud at Coun-
trywide Financial Corp.

Restoring Trust
Corporations create wealth for 
shareholders. The ability of  a 

corporation to return long term share-
holder value is a key metric for assessing 
whether the corporation is effective and ef-
ficient in its activities. However corporate 
contributions to our economic and soci-

etal well-being extend well beyond share-
holder return. By spreading investment 
risk, corporations facilitate the funding of  
large-scale entrepreneurial activities that 
enhance the qualities of  our lives. They 
deploy assets and support innovation to 
produce needed goods and services; they 
provide employment and associated insur-
ance and retirement benefits, pay taxes and 
support various social and charitable pro-
grams.

As recognized by The Conference 
Board’s Task Force on Corporate and In-
vestor Engagement – and many others – 
over the long-term, creation of  sustainable 
shareholder value requires significant focus 
on the interests of  – employees, creditors, 
suppliers, customers, communities and 
the environment in which the company 
operates (available athttp://tcbblogs.org/
governance/2014/08/07/wealth-transfer-
versus-wealth-creation/#more-3496).

Shareholders, boards and management 
have a common long-term interest in pro-
moting both shareholder value and the so-
cietal trust in corporations that is essential 
to ensuring that regulation does not stifle 
innovation and robust entrepreneurial ac-
tivity. They also have a common interest in 
maintaining the governance balance that is 
essential to corporate success. n

Posted by Holly J. Gregory, Sidley Austin LLP, on Friday 
January 30, 2015 at the Harvard Law School Forum on Cor-
porate Governance and Financial Regulation

Holly J. Gregory is a partner and co-global coordina-
tor of  the Corporate Governance and Executive Compensation 
group at Sidley Austin LLP. The following post is based on a 
Sidley update. 
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In December 2014, JP Morgan issued 
a report titled “How We Do Business” 

that is well worth reading. The report 
addresses the steps the firm has taken to 
strengthen its corporate culture in re-
sponse to acknowledged operational mis-
steps. It includes discussion of  the firm’s 
ethical values and business principles, and 
how its leadership and governance struc-

ture and its employment policies (including 
compensation practices) align with these 
values and principles. It also discusses the 
firm’s renewed focus on the control envi-
ronment, its commitment to customers 
and to transparency and responsive with 
regulators, and its focus on engagement 
and communication with shareholders (in-
cluding through the shareholder-director 

exchange established earlier in the year). 
While it does not attempt to provide root 
cause analysis, and is not the result of  an 
independent survey with recommenda-
tions for improvement (like the Goldman 
Sachs report of  2011), JP Morgan’s “How 
We Do Business” is an important example 
of  an effort by a leading company to re-
build trust with key constituencies. n

An Example of  a Commumination Designed to Address 
Concerns and to Rebuild Trust

G L O B A L  P E R S P E C T I V E
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By 
Secretary-
General Ban 
Ki-moon

Remarks at World Economic Forum plenary 
session: “Tackling Climate, Development 
and Climate Change” Secretary-General Ban 
Ki-moon, Davos (Switzerland), 23 January 2015

2015 is a year of  global action. We are 
faced with multiple crises in this world 

- geopolitical, socio-economic and sustain-
able development. The year ahead must be a 
time for our strong commitment and global 
action. 

With the adoption of  the post-2015 de-
velopment agenda, with a set of  Sustainable 
Development Goals [SDGs] and an agree-
ment - universal and meaningful - climate 
change agreement by December this year in 
Paris, I think we can set our lives, our world, 
on course for a better future.

UN Member States have proposed a set 
of  Sustainable Development Goals that will 
guide anti-poverty efforts through the year 
2030. Further negotiations have already be-
gun among Member States this week in New 
York, and I am expecting that all the leaders 
will come to the United Nations in Septem-
ber this year to adopt and declare as their 
commitment, as their vision, to the world in 
September.

Meanwhile, the Climate Summit I host-
ed in September last year has created new 
political momentum. I am very encouraged 
that the European Union has taken far-
reaching, visionary decision to cut 40 per 
cent of  greenhouse gases by 2030, and Chi-
na and the United States have agreed on a 
very significant reduction of  greenhouse gas 

emissions. And there was a successful climate 
meeting in Lima, Peru, which adopted the 
“Lima Call for Action.”

Sustainable development and climate 
action are two sides of  one coin. Climate 
action will contribute to many of  the SDGs, 
and the SDGs can be a new investment pipe-
line on issues that are essential for tackling 
climate change. 

The success of  both agendas 
will hinge on substantial resources 
from the public and private sec-
tors. The UN Financing for De-
velopment Conference in July in 
Addis Ababa will provide an op-
portunity to agree on a compre-
hensive framework, which must 
be very robust and visionary.

Success will also depend on 
growth. Growth has freed millions 
people from poverty and hunger, 
and supported health care, edu-
cation and environmental protec-
tion. But growth is also associated 
with pollution and an increase in 
emissions. One key transforma-
tion for the post-2015 era will be 
to make growth more inclusive 
and green.

Over the next 15 years until 
2030, the world will make massive invest-
ments in new infrastructure in cities, energy 
and agriculture.

If  this spending is directed towards low-
carbon goods, technologies and services, we 
will be on our way towards more sustainable, 
equitable and climate-resilient societies.

At the moment, however, infrastructure 
and sustainability are treated as separate is-
sues. We see this at the meetings of  the G20, 
at other international gatherings, and even 
here at the World Economic Forum. We 
need to address this troubling disconnect. If  
we do not, we will lock ourselves into bad, 
long-term investments that will make it virtu-
ally impossible to achieve the SDGs, and will 

put ourselves and our children at grave risk 
for extremely costly climate disruptions.

I urge you to choose wisely and invest in 
the low-carbon pathway.

I urge finance ministers and leaders of  
governments and the business community to 
do the same, both in their domestic budgets 
as well as in positions they take at the G20 
and the meetings of  international financial 

institutions.
The low-carbon calculation 

must be factored into every aspect 
of  our planning for the next de-
cades and beyond. 

Your leadership is critical. The 
latest report of  the IPCC, Inter-
governmental Panel on Climate 
Change, has made it quite clear. 
I launched the 5th assessment 
report last November in Copen-
hagen. The gist of  the report is 
that climate change has happened 
because of  the human factor, hu-
man behavior. Therefore, it is only 
natural that it should be us, human 
beings, t address this issue and it 
might not be too late if  we take 
decisive actions today.

I encourage you to put forth 
new commitments that spark a 

race to the top. Show the world that a low-
carbon pathway is not only the right thing 
to do, but the smart choice for sustainable 
prosperity for all. 

Ladies and gentlemen,
We are the first generation that can end 

poverty, and the last generation that can take 
steps to avoid the worst impacts of  climate 
change.

Future generations will judge us harshly 
if  we fail in upholding our moral and histori-
cal responsibilities.

I count on your strong commitment and 
leadership. I hope this discussion today will 
provide another energetic and passionate 
awareness about our common responsibility. n

‘Tackling Climate, 
Development and Climate Change’ 
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I urge you to choose wisely and invest in the low-carbon pathway.
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A recent report released by the Forum of  
Responsible Food Marketing Commu-

nication shows a significant fall in the num-
ber of  food commercials aimed at children 
under the age of  13 between 2007 and 2013 
in Denmark. These important findings are 
fuelling confidence among policy-makers 
around the world in the power of  industry 
self-regulation.

In 2008, the Code of  Food Marketing 
Communications to Children was signed in 
Denmark. An industry-wide effort facilitated 
by the Forum of  Responsible Food Market-
ing Communication, the Code is applied 
across media and aims to ensure advertising 
of  food products with high sugar, fats and 
salt will not be directed at children under 13.

So far, the implementation of  the Code 
has achieved significant outcomes. Key 
findings from the report showed that, while 
nearly 1500 commercials aimed at children 
were broadcast on Denmark’s primary chan-
nel TV2 in 2007, this figure went down to 
only eight in 2013.Those eight commercials 
were broadcast immediately before adults’ 
programmes and were the result of  different 
audience definitions by the external evalua-
tor Gallup TV. 

Chocolates, bread, dairy and cakes were 
among the product categories that saw the 
biggest drop in the amount of  advertising 
aimed at children during that period. The 
compliance monitoring exercise also report-
ed a total absence of  adverts in children’s 
magazines and no breach of  the code in 
other printed media.

These achievements were largely the re-
sult of  cooperation and participation from 
food companies who have taken the respon-
sibility to proactively comply with the Code. 
The high level of  commitment from the ad-
vertisers portrays the industry’s willingness 
to play its part in responsible advertising of  
its products. 

In Asia, food companies are echoing 
the same spirit. For instance, in Singapore, a 
multi-stakeholder public-private partnership, 
chaired by the Ministry of  Health and the 
Advertising Standards Authority brought to-
gether a diverse group of  experts from Gov-
ernment, the food industry, media partners 
and consumer groups, to develop a compre-
hensive set of  guidelines to reduce children’s 
exposure to the marketing of  less 
healthy foods.

The new guidelines have been 
incorporated into the Singapore 
Code of  Advertising Practice 
(SCAP) and will take effect from 1 
January 2015 onwards. From this 
date, all food and beverage prod-
ucts promoted in marketing com-
munications targeted at children 
aged 12 and below are required 
to meet a common set of  nutrient 
criteria, which were designed by 
a team of  nutritionists and food 
scientists within the public-private 
consortium. 

Applied across all media 
platforms, the guidelines provide 
a tailor-made set of  robust stan-
dards for food marketing while 

taking into account the complexity of  diets 
and food choices in Singapore. 

The effectiveness of  the self-regulation 
model will continue to be tested in 2015 as 
governments in several Asian countries work 
with the industry to scale up the approach.

Commenting on these developments, 
Will Gilroy, Director of  Communications at 
the World Federation of  Advertisers (WFA), 
observed, “Self-regulatory systems are con-
stantly evolving in line with Government 
and consumer expectations. In Australia, 
Malaysia, and Singapore, we are seeing 
self-regulation practice being recognised 
and embraced. This is a global trend that 
continues to gain traction and there is still 
much work to do in establishing the right 
level of  training and monitoring after the 
practice is put to effect. Fortunately, the 
early signals are very encouraging. Leading 
companies in Asia, and around the world, 
are showing high-level participation and 
transparency in their self-regulatory com-
mitments. This sends a strong signal to 

policy makers that a partnership-
based approach can work.”

Bev Postma, Executive Di-
rector of  FIA agreed with these 
sentiments saying, “Securing 
health and wellness outcomes for 
consumers in Asia is a complex 
challenge that involves the joint 
efforts and contribution from all 
stakeholders. By providing people 
with choices and science-based 
information that empower them 
to make decisions for a healthy 
life, the food industry is playing 
an important role in promoting 
healthy, balanced lifestyles. FIA 
is pleased to be working with its 
members to drive a broad range 
of  self-regulatory measures to-
wards that shared goal.” n

Reducing Children’s Exposure 
to Food Advertising - 

A Success Story from Denmark 
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 FIA is pleased to be working with its members to drive a broad range of  self-regulatory measures
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A new report released today by the 
United Nations Environment Pro-
gramme (UNEP) identifies critical 
innovations in the US$300+ tril-
lion global financial system, which, 
if  brought to scale, could help close 
the widening sustainable develop-
ment investment gap. The report 
is being launched at the World 
Economic Forum at Davos - at 
the outset of  what promises to be 
a momentous year for sustainable 
development

Following the financial cri-
sis, increasing focus is be-

ing placed on how the financial 
system can fulfill its underlying 
purpose to serve the long-term 
health of  the global economy. 
The new publication, Path-
ways to Scale, is the 3rd prog-
ress report from the UNEP Inquiry into the 
Design of  a Sustainable Financial System 
and draws on work across 12 countries and 
a range of  critical sectors such as banking, 
insurance, investment and securities. A key 
problem is that financial markets still do not 
effectively price environmental resources, 
with the result that the value of  natural capi-
tal stocks such as clean air, productive soils 
and abundant water is falling in 116 out of  
140 countries across the world. 

The Inquiry’s high potential innovations 
include three major asset pools: 

• Banking: Banking: Banks hold the larg-
est pool of  global financial assets (US$139 
trillion), and leadership by developing coun-
tries such as Bangladesh, Brazil and China 
in ‘green credit’ regulations points to a new 
phase in international banking standards.

• Bond markets: The largest capital mar-
ket (US$100 trillion assets) and fastest mov-
ing theme, with a tripling of  ‘green bonds’ 

issuance in 2014 and the prize 
of  incorporating sustainability 
factors such as climate risk into 
routine credit ratings.

• Institutional investment: 
With US$93 trillion in assets 
under management in pen-
sions, insurance and sovereign 
wealth funds, new investment 
structures, changes to inves-
tor governance and reform of  
incentives (such as remunera-
tion) could underpin the next 
generation of  sustainable in-
vestment. 

In addition, the Inquiry 
has identified growing inter-
est in two cross-cutting policy 
tools

• Central banks’ monetary 
decisions, includ-
ing balance sheet 

policies, could also have potential 
for marrying stability and sustain-
ability - for example, through 
‘green quantitative easing’ - al-
though some measures remain 
controversial. 

• ‘Environmental stress tests’ 
could help both financial insti-
tutions and financial regulators 
understand the financial implica-
tions of  disruptive environmental 
threats such as natural disasters, 
chronic air pollution, water inse-
curity and climate change.

UN Under-Secretary-Gener-
al and UNEP Executive Director, 
Achim Steiner, said “if  we are to 
generate truly inclusive wealth 
then we need a financial system 
that can efficiently invest in the 
human, productive and natural 
capital on which we all depend. 

What is heartening is the increasing evidence 
that central bank governors, finance minis-
tries and major investment funds recognize 
that new ‘rules of  the game’ are not just 
necessary and possible, but can deliver real 
benefits.”

For Anne Staussboll, CEO of  leading US 
pension fund, CalPERS and member of  the 
Inquiry’s international Advisory Council “in-
vesting for the long-term requires strategies 
that create sustainable value, mitigate multi-
faceted risks, and strengthen both local and 
global economies. The common denomina-
tor in being able to do all of  that effectively is 
having a stable and forward-thinking policy 
foundation.”

Another Advisory Council member, 
Naina Lal Kidwai, country head of  HSBC 
India, added “For too long, a myth has been 
allowed to take root in India that sustainabil-

ity and finance are at odds - that 
taking account of  environmental, 
social and governance (ESG) fac-
tors raises costs, reduces returns 
and impedes development. Actual 
practice suggests the reverse”.

Central banks are also starting 
to take action to integrate social 
and environmental factors into 
core policies, and for Aloisio Tu-
pinamba at the Central Bank of  
Brazil, “sustainability is a positive 
asset for financial and monetary 
stability”. 

Notes to Editors:
The UNEP Inquiry is a two-year initiative 
launched in January 2014. It is guided by 
a high level Advisory Council of  financial 
regulators, leading financial market actors and 
experts, and is also informed by a growing 
international network of  partners in central 
banks, international institutions, the financial 
sector and civil society.  n
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New Report Identifies 
Key Innovations to Bridge Sustainable 

Development Investment Gap  
“Sustainability is a positive asset for financial and monetary stability”.
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The global sustainable investment market 
has grown substantially in both absolute 

and relative terms, according to The Global Sus-
tainable Investment Review 2014, a report released 
in February by the Global Sustainable Invest-
ment Alliance (GSIA). 
•  The report reveals that global sustainable in-

vesting assets have risen 61%, from US $13.3 
trillion at the outset of  2012 to US $21.4 tril-
lion at the start of  2014, and

•  As a result, the assets employing sustain-
able investing strategies have risen from 
21.5 percent to 30.2 percent of  the profes-
sionally management assets across in the 
regions covered.

The Global Sustainable Investment Re-
view 2014 is a collaboration between members 
of  the Global Sustainable Investment Alliance 
and the Japan Social Investment Forum. 

This is the second report to collate the re-
sults from the market studies by regional sus-
tainable investment forums from Europe, the 
United States, Canada, Australia, Asia (ex Ja-
pan) and Japan after the inaugural 2012 review 
was published in early 2013. 

Sustainable investing, also known as re-
sponsible investing, is an investment approach 
that considers environmental, social and gov-
ernance (ESG) factors in portfolio selection 
and management. The 2014 review, like its 
predecessor, measures sustainable investments 
in all asset classes, from public equities and 
fixed income to hedge funds, microfinance 
and impact investments.

The majority of  the identified global sus-
tainable investment assets discussed in the Re-
view-- 64%--are in Europe. Together, Europe, 
the United States and Canada account for 99% 
of  global sustainable investing assets identified 
in the Review. 

Other key findings include:
•  The most common sustainable investing 

strategy used globally isnegative/exclu-
sionary screening, affecting US$ 14.4 tril-

lion in assets.
•  ESG integration, the systematic and explicit 

inclusion by investment managers of  ESG 
factors into traditional financial analysis, is 
the second most prominent strategy in asset 
terms, affecting US$12.9 trillion.

•  Corporate engagement and shareholder 
actions, the use of  shareholder power to 
influence corporate behavior, including 
through communicating with senior man-
agement and filing shareholder proposals, 
is the third most prominent strategy, affect-
ing US$7.0 trillion.

•  Negative screening is the largest strategy in 
Europe, while ESG integration now domi-
nates in the United States, Australia/New 
Zealand and Asia in asset-weighted terms. 
Corporate engagement and shareholder ac-
tion is the dominant strategy in Canada.

•  Impact investing is a small but vibrant seg-
ment of  the broader sustainable investing 
universe in all the markets studied. GSIA 
defines impact investing as targeted invest-
ments, typically made in private markets, 
aimed at solving social or environmental 
problems.

•  Sustainable investing represents a significant 
share of  the market not only in Europe, 
where more than half  of  professionally man-
aged assets practice an ESG strategy, but also 
in Australia, the United States and Canada, 
where its share of  the market ranges from 17 
to 31 percent.

•  Although sustainable investing is not prac-
ticed on the same scale in Asia, the growth 
of  interest in investment products that 
address sustainability challenges such as 
climate change and resource efficiency is 
likely to continue.

•  In many of  these markets, public policy 
and regulatory changes are underway that 
could increase the level of  corporate disclo-
sure on various environmental, social and 
governance factors and support sharehold-
er engagement.

The Review demonstrates that sustainable 
investing is an increasingly common invest-
ment strategy worldwide, said Lisa Woll, CEO 
of  US SIF: The Forum for Sustainable and 
Responsible Investment. In the U.S. alone, SRI 
assets rose 76% over the last two years, accord-
ing to our data. The global findings show that 
sustainable investment strategies are being ap-
plied across asset classes to promote corporate 
social responsibility, build long-term value for 
companies and their stakeholders, and foster 
businesses that will yield community and en-
vironmental benefits. We are heartened that 
many of  our GSIA colleagues are also able to 
engage, as US SIF does, in working towards 
legislative and regulatory changes that allow 
for more equitable and transparent financial 
markets.

About the Global Sustainable 
Investment Alliance
The Global Sustainable Investment Alliance 
is comprised of  the seven largest sustainable 
investment membership organizations in the 
world: Association for Sustainable and Respon-
sible Investment in Asia (ASrIA ), Eurosif  (Euro-
pean Sustainable Investment Forum), Responsi-
ble Investment Association Australasia (RIAA), 
Responsible Investment Association (RIA) Can-
ada, UK Sustainable Investment and Finance 
Association (UKSIF), US SIF: The Forum for 
Sustainable and Responsible Investment, and 
Vereniging van Beleggers voor Duurzame 
Ontwikkeling (VBDO) in the Netherlands.

The mission of  GSIA is to deepen the 
impact and visibility of  sustainable investment 
membership organizations at the global level. 
Our vision is a world where sustainable invest-
ment is integrated into financial systems and 
the investment chain and where all regions of  
the world have coverage by vigorous member-
ship based institutions that represent and ad-
vance the sustainable investment community. 
The GSIA has its current Secretariat office at 
Eurosif  in Brussels. n

Global Sustainable Investment Alliance 
Issues Second International Assessment of  the 

Sustainable Investment Landscape
Our vision is a world where sustainable investment is integrated into financial systems and the investment chain
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IPO activity in mainland 
China slowly recovered in 

2014 with 125 IPOs and RMB 
78.6 billion funds raised in to-
tal. According to PwC, IPO 
activity will strengthen in 2015 
following the deepening reform 
of  China’s capital markets, and 
fundraising is expected to reach 
RMB 130 billion. 

Among the 125 IPOs in 
2014 on the Shanghai and 
Shenzhen stock markets, 43 
listed on the Shanghai A-share 
market with a total of  RMB 
34.2 billion funds raised, and 70% of  the 
listed companies were from the consumer 
products, services and industrial industries. 
31 companies listed on the Shenzhen SME 
exchange raising RMB 22.2 billion funds, 
and 91% of  the listed companies were from 
the consumer products, services and indus-
trial industries. 51 companies listed on the 
Shenzhen ChiNext exchange with RMB 
22.2 billion funds raised. According to PwC, 
the average figure for funds raised in main-
land China in 2014 was RMB 600 million. 

Deepening reform was the key theme 
for China’s capital markets in 2014. On May 
9th, the State Council launched its roadmap 
for the reform of  China’s stock markets – 
‘Some Opinions on Further Promoting the 
Healthy Development of  the Capital Mar-
kets’ (hereinafter referred to as The New 
National Nine Principles). In addition, the 
launch of  the Shanghai-Hong Kong Stock 
Connect on 17th November, was regarded 
as one of  the most significant action in re-
forming China’s capital markets. 

“In 2014, after the reopening of  the 
IPO market in China, despite there being a 
long queue of  companies wanting to list, the 
final number of  approved companies to IPO 
was low due to the implementation of  the 

New National Nine Principles and a long-
term market strategy for reform from the 
government,” says Frank Lyn, PwC China 
and Hong Kong Markets Leaders. “The 
stock market soared at the end of  2014 
with new records for volume and 
new A-share accounts. We are 
optimistic about future market 
trends and believe that the ‘New 
Normal’ of  economic growth 
and solid macroeconomic policy, 
the Shanghai-Hong Kong Stock 
Connect and the upcoming reg-
istration reform will facilitate a 
new chapter for the IPO market 
in 2015.” 

“Chinese regulators recently 
stated that the share issuing reg-
istration reform will probably 
be launched in the second half  
of  this year at the earliest,” says 
Jean Sun, PwC China Assur-
ance Partner. “This registration 
system is widely used in mature 
stock markets around the world and this new 
system, combined with the ‘Some Opinions 
on Further Promoting New Share Issuing 
System Reform’, demonstrates the regula-
tor’s determination to further enhance and 

modernise the capital markets 
in China. We expect the Chi-
nese capital markets to develop 
steadily and healthily under a 
well regulated environment, 
which will be conducive to IPO 
market activities.” 

The United States con-
tinued to lead the global IPO 
market in 2014, both in terms 
of  total volume and value. In 
2014, funds raised in the US 
increased by 54% compared to 
2014, with the NYSE and Nas-
daq accounting for RMB 534.2 

billion. Hong Kong came second with 122 
IPOs raising HK$ 227.8 billion, an increase 
of  33% compared to 2013. Of  the 122 com-
panies, 103 listed on the main Board (2013: 
89) and 19 opted for GEM (2013: 23). PwC 

anticipates about 120 new IPOs 
in Hong Kong this year, with 
approximately 100 on the Main 
Board and the remainder on 
GEM. Funds raised should total 
around HK$200 billion. 

“We believe there’s an ap-
petite among investors in com-
panies that will benefit from the 
continued growth of  China’s 
economy. At the same time, the 
Hong Kong-Shanghai Stock 
Connect provides further incen-
tives to investors.” says Edmond 
Chan, Co-Head of  Capital Mar-
kets Services PwC Hong Kong. 
“We expect to see more Chi-
nese companies, both state and 
private-owned, looking to Hong 

Kong as the ideal place to raise both capi-
tal and their international profile especially 
given the relaxation of  the H-share listing 
requirements and closer collaboration with 
the CSRC.” n
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Deepening Reform to 
Drive a Strong Year for IPOs in 

Mainland China in 2015 
“We believe there’s an appetite among investors in companies that will benefit from 

the continued growth of  China’s economy
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In February 25, 2015 in London the new 
interactive platforms was launched and 

reveal how companies and governments 
are addressing human rights 
impacts of  business, finding 
that while there are many in-
spirational examples of  ac-
tion, much more needs to be 
done.¬¬¬

Business & Human Rights 
Resource Centre approached 
over 100 governments and 
180 companies with specific 
questions on their business and 
human rights policies and actions. 52% of  
companies and 40% of  governments re-
sponded. From the results, it is clear that 
the endorsement of  the UN Guiding Prin-
ciples on Business and Human Rights has 
catalysed action, but there remains a lack of  
understanding and cohesive action between 
government and business.

Phil Bloomer, Business & Human 
Rights Resource Centre Executive Director 
said: “Our new action platforms will drive 
essential government and corporate action 
on business and human rights by increas-
ing transparency and sharing good practice. 
This is the first free public website where 
anyone can compare action on business and 
human rights by 94 companies and 41 gov-
ernments.”

Companies from all regions responded, 
including Coca-Cola, CNOOC (China Na-
tional Offshore Oil Corporation), and Tele-
fónica. Many respondents noted that com-
plex supply chains and weak government 
enforcement present challenges to their 
respect for human rights. Among the most 
common actions companies said they are 
taking were policy commitments, external re-

porting, and en-
gaging suppliers.  
34 of  the world’s 
largest 50 companies now have a publicly-
available policy statement on human rights. 

There was particularly poor engage-
ment from the retail and apparel sector 
where only 25% responded, mostly apparel 
companies. State-owned extractive com-
panies also failed to respond in 
many cases.  The highest response 
rate was from the food & beverage 
sector (73%).

The European Union led the 
way on government engagement 
with 71% of  EU member states 
responding. Many governments 
already active on business and hu-
man rights issues responded (Bra-
zil, Norway, Germany, USA) and 
it was promising to see responses 
from countries in the initial phas-
es of  policy development in this 
area (Angola, Bahrain, Israel, Ja-
pan, Myanmar).

There is momentum among 
governments to develop National 
Action Plans on business and hu-

man rights. Although there are currently 
only four governments with such plans 
(Denmark, Finland, Netherlands, UK), 

more than a dozen have indicated that 
they are developing or considering de-
veloping a National Action Plan. Most 
governments cited legislative actions in 
steps they have taken. Relatively few 
governments recognised extraterrito-
rial jurisdiction as a means to protect 

human rights from business impacts. Gov-
ernment respondents most commonly 
cited lack of  awareness and challenges in 

coordination across ministries.
Several governments with large eco-

nomic footprints failed to engage with this 
process (Canada, China, India, Russia). Ca-
nadian and Russian companies also failed to 
respond, and there was low response from 
Indian (29%) and Chinese (26%) compa-
nies. This trend is disappointing as transpar-
ency is key to improve both government and 

company actions.
Both government and com-

pany respondents reported tak-
ing positive, substantive actions.  
These include mandatory report-
ing requirements on various hu-
man rights issues in Denmark, 
France, UK, USA and elsewhere, 
and efforts by some companies to 
conduct human rights impact as-
sessments in the countries where 
they operate, and establish clear 
processes for receiving complaints.

Joint action needed
While companies noted signifi-
cant challenges resulting from 
governance gaps, several govern-
ments cited opposition by business 

94 Companies & 41 Governments 
Publicly Disclose Actions 

on Business & Human Rights
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“With several National Action Plan processes underway, governments should seize 
the opportunity to share experiences and ensure their plans are not only strong on paper, 

but deliver effective protection and remedies worldwide.”
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interests as an obstacle. This mismatch high-
lights that governments and companies are 
at best not cooperating, and at worst avoid-
ing responsibility by pointing the finger at 
each other.

Alongside each company and govern-
ment profile are related stories from civil 
society and the media.  The platforms seek 
to strengthen accountability as well as trans-
parency.  They feature practical steps that 
can be shared; highlight companies and gov-
ernments that are not yet engaging; and pro-
vide information that human rights defend-
ers can use to hold companies to account.

Annabel Short, Programme Director 
and project manager of  the Company Ac-
tion Platform said: “Any company looking 
for long-term success in the face of  major 
social and environmental challenges needs 

to take human rights seriously.  We encour-
age companies in all regions to take action 
and share their progress publicly.”

Eniko Horvath, project manager of  the 
Government Action Platform said: “With 
several National Action Plan processes un-
derway, governments should seize the op-
portunity to share experiences and ensure 
their plans are not only strong on paper, but 
deliver effective protection and remedies 
worldwide.”

The Government Action Platform was 
made possible by a grant from the United 
Kingdom Foreign & Commonwealth Office. 
The Company Action Platform was made 
possible by a grant from by the German 
Federal Ministry of  Economic Cooperation 
and Development, supported by GIZ.

The Resource Centre is a member of  

the Corporate Human Rights Benchmark 
(CHRB) Steering Group.  The process and 
results from the Company Action Platform 
will be taken into account in the develop-
ment of  the methodology for the CHRB, 
which is underway.  The CHRB Steering 
Group is: Aviva Investors; Business & Hu-
man Rights Resource Centre; Calvert In-
vestments; EIRIS; The Institute for Human 
Rights and Business; and VBDO.

Business and Human Rights Resource 
Centre is an international NGO that tracks 
the human rights impacts (positive & nega-
tive) of  over 6000 companies in over 180 
countries making information available on 
its eight language website. We seek responses 
from companies when concerns are raised 
by civil society.  The response rate is over 
70% globally. n

H U M A N  R I G H T S

Transparency International today called 
on Southeast Asian governments to es-

tablish an ASEAN Integrity Community to 
protect against serious corruption risks. 

Home to some of  the richest, fastest-
growing economies, as well as some of  the 
planet’s poorest people, corruption contin-
ues to plague most ASEAN (Association of  
Southeast Asian Nations) countries. The 
average score for the ASEAN countries cov-
ered in Transparency International’s 2014 
Corruption Perceptions Index is 38 out of  
100 (where 100 is very clean and 0 highly 
corrupt).

“The ASEAN Economic Community 
promises many benefits, but with greater 
economic integration comes new and larger 
corruption challenges for the region,” said 
Natalia Soebagjo, international board mem-
ber of  Transparency International and chair 
of  Transparency International Indonesia. 
“If  left unchecked, corruption not only risks 
jeopardising ASEAN’s collective goals, but 
becoming potentially an even greater prob-
lem for each member state and their people 
than it is today.”

Almost 50 per cent of  people in six 
ASEAN countries believe corruption has in-
creased, while only a third say their govern-
ment’s efforts to fight corruption have been 
effective, according to the 2013 Global Cor-
ruption Barometer, a public opinion survey 
by Transparency International.

“ASEAN governments need to show 
leadership through swift action on the estab-
lishment of  an inclusive multi-stakeholder 
regional body to tackle corruption,” said Sri-
rak Plipat, director of  the Asia Pacific depart-
ment at Transparency International. “Unless 
collective action is taken, the massive infra-
structure development and increased trade 
central to achieving the region’s economic 
potential will be left vulnerable to corrup-
tion.”

All ASEAN countries have signed up 
to the UN Convention against Corruption, 
committing to implement its wide-ranging 
measures. However, in many countries public 
institutions lack transparency and account-
ability, key anti-corruption laws are absent 
and civil society engagement is restricted. 
Only Indonesia and Thailand have passed a 

freedom of  information law, while many anti-
corruption authorities in the region fall short 
of  their full potential, often suffering from a 
lack of  operational independence and limited 
capacities.

To support the development of  a tar-
geted ASEAN anti-corruption action plan, 
Transparency International brought togeth-
er representatives from government, busi-
ness and civil society in the region. Hosted 
by the Myanmar Anti-Corruption Commis-
sion, in partnership with UNODC and with 
support from the Myanmar Development 
Resource Institute, the event participants 
developed a set of  priority recommenda-
tions: recognising the need for an ASEAN 
Integrity Community, effective anti-cor-
ruption legislation, strong and independent 
anti-corruption authorities, enhanced inter-
governmental anti-corruption cooperation, 
meaningful engagement with civil society 
and the creation of  a level playing field for 
business. Together with key regional stake-
holders, Transparency International will 
develop these recommendations to advance 
the anti-corruption agenda in ASEAN. n

Transparency International calls on
Southeast Asian governments to set up

ASEAN Integrity Community
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The Future of Compliance,
Environmental, Social 

and Corporate Governance
September 18, 2015 - Manila, Philippines

o r g a n i z e r

As President Benigno Aquino III nears his six-year term, 
his administration is becoming the subject of a much 
greater scrutiny on what it has achieved so far. 

If one will read all the forecast about where the 
Philippine economy is heading, it is getting there. It is 
among the emerging economies that are projected to 
become much more prominent in the coming years – 
thanks to its favourable macro-economic fundamentals 
and improving governance.

Indeed, many are betting for a better Philippines 

– literally and figuratively speaking – the first of
the four casinos slated to operate at the country’s 
Entertainment City has just opened it doors on what 
it promises to be a new gaming experience in the 
region. The government is counting on these new 
casino ventures to boost tourist traffic and will reduce 
the country’s unemployment rate, which is among the 
highest in Asia. The Philippines has what it takes to 
become a tiger economy – it is just a matter of working 
together to achieve that common goal.

CGA DEC 2014 House ad-3rd Phil Int'l CorpGov Forum2015.indd   2 30/03/2015   10:22 AM CGA DEC 2014 House ad-3rd Phil Int'l CorpGov Forum2015.indd   3 30/03/2015   10:22 AM
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Small-and-medium-sized 
enterprises to dominate IPOs
Reflecting its status as the international 
capital raising platform for Greater 
China, PwC expects 120 new compa-
nies to list in Hong Kong in 2015 - 100 
on the main board and 20 on the GEM 
board. Total funds raised are expected 
to come in at HKD 200 billion. 

In 2014, HKD 227.8 billion were 
raised, representing an increase of  33% 
on the HKD 171.3 billion raised the 
year before. Last year saw 122 new list-
ings (vs. 112 in 2013). 103 of  these were 
on the main board (against 89 in 2013). 
Retail, consumer goods and services 
dominated with 46% of  new listings, 
followed by financial services (including 
real estate) at 16%. Total funds raised in 
2014 amounted to HKD 225.7 billion. 
There were 19 listings on the GEM 
board (down from 23 in 2013). Retail, con-
sumer goods and services, along with indus-
trial products, were the main sectors, with 
37% and 32% of  new listings respectively. A 
total of  HKD 2.1 billion were raised on the 
GEM board last year. 

“The positive momentum that started in 
the second half  of  2013 carried through to 
2014. Although the IPO market 
slowed down slightly in the second 
quarter because of  geopolitical 
and other concerns, it bounced 
back in the second half,” says 
Benson Wong, Assurance Partner, 
PwC Hong Kong. “Ample funds 
in the Hong Kong and overseas 
markets, together with steady data 
coming out of  the US and China 
gave a further boost to new list-
ings in the second half. A number 
of  mega-sized IPOs – those rais-
ing over HKD 10 billion each – 
were also successfully launched.” 

Hong Kong’s position as a 
leading international fundraising 

platform is further underlined by its rise to 
second position worldwide in terms of  fund-
raising activity in 2014. The climb up from 
fourth place was thanks to a wave of  mega-
sized listings. 

Investors are generally confident that 
they have successfully identified and fac-
tored in all the major challenges to the IPO 

market this year. These include 
a long-expected hike in interest 
rates by the US Federal Reserve, 
uncertainties over the global 
economy and depressed oil 
prices. Together with sufficient 
funds available in the market, 
PwC believes Hong Kong’s IPO 
market for 2015 will continue to 
be active,“As China’s leadership 
puts it, China is adjusting to a 
‘new normal’. But even with a 
moderate growth rate, China 
will continue to enjoy a signifi-
cant margin over even the most 
optimistic scenario for the US. 
We believe there’s an appetite 

among investors in companies that will 
benefit from the continued growth of  
China’s economy. At the same time, the 
Hong Kong-Shanghai Stock Connect 
provides further incentives to inves-
tors” says Edmond Chan, Co-Head of  
Capital Markets Services, PwC Hong 
Kong. “ “We expect to see more Chi-
nese companies, both state and private-
owned, looking to Hong Kong as the 
ideal place to raise both capital and 
their international profile especially 
given the relaxation of  the H-share list-
ing requirements and closer collabora-
tion with the CSRC.” 

PwC expects small-and-medium-
sized companies to dominate Hong 
Kong’s IPO markets in 2015. While the 
retail and consumer products and ser-
vices and financial services sectors are 
also expected to take up a large share 

of  new listings again this year. 
In terms of  the Shanghai and Shen-

zhen markets, PwC expects 200 new listings 
in 2015 (vs. 125 in 2014), with total funds 
raised estimated at RMB 130 billion (sharp-
ly up on the RMB 78.6 billion last year). In-
creasing domestic investors’ appetite, along 
with reforms put in place to internationalise 
the market and increase transparency, are 
expected to greatly benefit China listings. 

“Looking ahead, the Hong Kong-
Shanghai Stock Connect will achieve its full 
potential in the medium term. The city’s 
position as the largest RMB offshore mar-
ket and its sound financial infrastructure will 
continue to strengthen its image as an at-
tractive listings destination,” adds Mr Chan. 

PwC has no doubt that Hong Kong will 
maintain its position as one of  the top three 
IPO markets in the world this year. Its effort 
to expand its range of  products and review 
its regulations and practices to keep up with 
the pace of  international developments are 
essential steps in maintaining that competi-
tiveness in the long run. n
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Decisions announced on 16 
January by China’s securities 

and banking regulatory commissions 
to curb margin lending and better 
regulate entrusted lending, highlight 
some of  the risks related to corporate 
governance in the country’s financial 
sector, says Fitch Ratings.

In particular, the decision by the 
China Securities Regulatory Com-
mission (CSRC) to fine 12 brokers for 
violations of  margin lending rules and 
impose a three-month ban on open-
ing new margin accounts for three 
brokers indicates that even where 
regulations are in place, they may not 
be strictly adhered to by market par-
ticipants, including market leaders.

There has been substantial 
growth in margin lending since it 
was first allowed by the CSRC in 
2010. Following an increase in ex-
cess of  CNY700bn since June 2014, the 
margin balance reached CNY1.1trn as of  
16 January. This rapid rate of  growth flags 
a potential source of  unexpected credit and 
operational risks to securities 
firms operating in an underde-
veloped market where regulations 
are evolving. This is especially the 
case as the Chinese brokerage 
industry has yet to prove capable 
of  managing the effects of  acute 
stress to some margin borrowers 
that would be brought on by a pe-
riod of  extreme market volatility.

The development of  securi-
ties (margin) financing, is a natu-
ral evolution toward a deeper 
capital market. However, with 
limited experience and weak 
corporate governance, the busi-
ness could overly stretch securi-
ties firms’ funding and capital in 
a relatively short period of  time. 

Margin finance now accounts for 10-15% 
of  leading securities firms’ revenues, while 
its rapid growth has also led to a marked 
increase in brokers’ leverage.

As such, though the CSRC curbs come 
at the expense of  securities 
firms’ revenue growth, it may 
protect brokers against potential 
systemic losses resulting from a 
sharp and sustained market cor-
rection.

The CSRC decision also has 
implications for banks. Brokers’ 
risk profiles can be highly corre-
lated with that of  banks owing to 
their reliance on wholesale fund-
ing from banks and involvement 
in managing bank-consigned 
wealth management products.

For banks, the CSRC deci-
sion is negative for share prices in 
the short term as they are among 
the top investments for margin 
borrowers. Tighter monitoring 

over margin lending may also raise 
asset quality risks if  an abrupt eq-
uity market correction exposes risks 
and accelerates the surfacing of  bad 
debts. However, the medium-term 
credit impact should be limited with 
the curbs having only a neutral or 
slightly negative effect on earnings.

As part of  the broader curbs on 
margin lending, the China Banking 
Regulatory Commission (CBRC) 
has also initiated a draft consultation 
over the management of  entrusted 
loans at commercial banks. Fitch es-
timates that entrusted loans, which 
are off balance sheet and organised 
by an agent bank between a borrow-
er and lender, amount to CNY11trn 
as of  December 2014. The agency 
also highlights that some of  these en-
trusted loans may have been invested 
in the stock market, where short-

term risks will have risen on recent volatility. 
However, it is unclear how much of  these 
entrusted loans have been invested in equi-
ties and/or wealth management products.

According to the CBRC draft, entrusted 
loans should be clearly defined as a commis-
sion-based agency business to commercial 
banks only, and that banks should not as-
sume any credit risks relating to these loans. 
Further, the draft stipulates that entrusted 
loans should properly state the source of  
funding and that loan proceeds should be 
used in policy-supported areas and are re-
stricted from use for investments in bonds, 
derivatives, stocks, wealth management 
products or restricted projects/industries.

In the longer term, more robust regula-
tions and strict adherence to these regula-
tions by market participants should limit 
leverage in the financial system. Clear segre-
gation of  risks should also improve informa-
tion disclosure over some of  these fast grow-
ing asset classes in China. n
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Clear segregation of  risks should also improve information disclosure over some of  
these fast growing asset classes in China
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Financial Services Authority (OJK) con-
sidered that development and risk pro-

file of  financial services industry in general 
is relatively in normal condition. That is the 
conclusion of  OJK Board of  Commission-
ers` monthly meeting, which has been held 
routinely in every second week of  each 
month in order to evaluate the development 
and risk profile of  financial services industry.

In a global scale, economic recovery 
in the United States still continued, while 
economy in European zone deflated in cor-
relation with a slowdown in unemployment 
rate reduction. Quantitative easing (QE) 
has been issued, Japan`s economy also con-
tracted in correlation with the decreasing de-
mand and the revolving fiscal and monetary 
stimulus. A slowdown in China`s economic 
growth and a decline in global oil prices still 
continued as well.

Some conditions related to domestic 
economy were, among others, a decline in 
oil fuels prices and a slowdown in economic 
growth in 2014 from 5.58 percent to 5.02 
percent. In the fourth quarter of  2014, eco-
nomic growth increased from 4.92 percent to 
5.01 percent (year-on-year). In January 
2015, economy deflated due to admin-
istered prices, while trade recorded a 
surplus balance.

In domestic financial market, capi-
tal market tended to get strong with a 
relatively moderate fluctuation. Bonds or 
treasury notes (SBN) market strengthened 
in line with improvement in risk percep-
tion, although point-to-point value was 
still weak. As for condition of  financial 
services institutions, liquidity risk could 
be maintained, indicated by insurance 
and banking liquidity instruments that 
remained adequate, relatively low credit 
risk, non-performing loan (NPL) and 
non-performing financing (NPF) rates 
that were below threshold level, while 
market risk was also low amid January`s 
relatively moderate market fluctuation.

Banking condition during 
2014 decelerated, with third-
party funds growth and credit 
growth decreased respectively 
from 13.79 percent and 11.89 
percent in November 2014 to 
12.29 percent and 11.58 per-
cent in December 2014. How-
ever, despite credit growth 
deceleration, two sectors ex-
perienced an increase, namely 
construction and household. 
Credit in construction sector 
increased in correlation with 
government`s program focus-
ing currently on infrastruc-
tures. Capital adequacy ratio 
(CAR) in December 2014 was 
recorded at 19.57 percent, a decrease from 
position in November 2014, which was at 
19.67 percent. Rentability was reflected from 
net interest margin (NIM) and return on as-
sets (ROA), respectively at 4.24 percent and 
2.85 percent. Efficiency was relatively well 
and stable, with ratio of  operating cost to op-
erating income at 76.29 percent.

As for stock exchange condition, 
Composite Index (IHSG) tended to 
strengthen, driven by reinforcement 
in property sector, consumer prod-
ucts, various industries, trade and 
finance during January 2015. The 
biggest improvement was in property 
sector. But on the other side, index 
declined in agriculture, basic indus-
try, infrastructure and mining sectors. 
The declining index in agriculture 
and mining sectors was influenced by 
the continuing trend in which global 
commodity prices declined. Net asset 
value (NAV) of  mutual fund by end 
of  January 2015 increased by 5.8 tril-
lion (2.4 percent) compared to pre-
vious month. This increase derived 

from net subscription of  Rp 3.8 trillion with 
increase of  value of  Rp 2 trillion.

Investment value of  insurance industry 
increased by 2.12 percent from Rp 616.2 
trillion in November 2014 to Rp 616.2 tril-
lion in December 2014. Investment value 
of  pension fund increased by 0.91 percent 
from Rp 178.7 trillion to Rp 180.4 trillion. 

Receivable financing growth in De-
cember 2014 slowed down, financing 
companies` asset as of  December 2014 
increased by 1.90 percent (month-to-
month) to Rp 420.4 trillion, while re-
ceivable financing increased by 5.22 
percent (yoy) to Rp 366.2 trillion. Distri-
bution of  receivable financing was indi-
cated by financing-to-asset ratio, which 
declined to 87.10 percent.

As for liquidity risk in financial 
services institutions in general, it was 
relatively low. The condition of  bank-
ing liquidity was still in control despite 
that there was an increase in potential li-
quidity risk. We need to remain cautious 
regarding high dependency on non-core 
funding and core depositors, whereas 
adequacy ratio in insurance investment 
was still adequate. n
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I N D O N E S I A

Building 
an Asian 

Corporate
Governance

Culture

Corporate
Governance

Beyond
Compliance

Regional
Roundtable

2015
• JW Marriott Hotel
Jakarta, Indonesia

June 5, 2015

• Renaissance Hotel
Kuala Lumpur, Malaysia

June 9, 2015

• Hotel Continental Saigon
Hochiminh City, Vietnam

June 16, 2015

• JW Marriott Hotel
Bangkok, Thailand

June 19, 2015

• Taipei Shangri-la Hotel
Taipei, Taiwan

June 24, 2015

• JW Marriott Hotel
Beijing, P.R China

June 26, 2015

For further information please contact : 

Aldrin Monsod
Tel : (852) 3118 2902

Email : aldrin@corporategovernanceasia.com

www.corporategovernanceasia.info
CorporateGovernanCeasia         January-MarCh 201591

Building 
an Asian 

Corporate
Governance

Culture

Corporate
Governance

Beyond
Compliance

Regional
Roundtable

2015
• JW Marriott Hotel
Jakarta, Indonesia

June 5, 2015

• Renaissance Hotel
Kuala Lumpur, Malaysia

June 9, 2015

• Hotel Continental Saigon
Hochiminh City, Vietnam

June 16, 2015

• JW Marriott Hotel
Bangkok, Thailand

June 19, 2015

• Taipei Shangri-la Hotel
Taipei, Taiwan

June 24, 2015

• JW Marriott Hotel
Beijing, P.R China

June 26, 2015

For further information please contact : 

Aldrin Monsod
Tel : (852) 3118 2902

Email : aldrin@corporategovernanceasia.com

www.corporategovernanceasia.info



CorporateGovernanCeasia         January-MarCh 201592

Bursa Malaysia Berhad (“Bursa Ma-
laysia” or “the Exchange”) today an-

nounced the launch of  the Environmental, 
Social and Governance (ESG) Index and 
realised the Prime Minister’s vision in Bud-
get 2014 for it to be introduced.  The FT-
SE4Good Bursa Malaysia (F4GBM) Index 
was developed in collaboration with FTSE 
as part of  the globally benchmarked FTS-
E4Good Index Series and is aligned with 
other leading global ESG frameworks such 
as the Global Reporting Initiative and the 
Carbon Disclosure Project.  

The F4GBM Index is used to measure 
the performance of  companies demon-
strating strong Environmental, Social and 
Governance practices. Constituents of  
the new index must meet internationally 
benchmarked criteria that measure such 
things as efforts in environmental conser-
vation, the impact of  social responsibility 
initiatives on the community and the prac-

tice of  good governance through respon-
sible and ethical decision making.

The CEO of  Bursa Malaysia Berhad, 
Dato’ Tajuddin Atan said, “The introduc-
tion of  our F4GBM index will let people 
look at value from a new perspective, one 
that takes into consideration non-financial 
aspects such as a company’s environ-
mental and societal initiatives. Investors, 
shareholders, and clients are expecting 
greater responsibility and transparency 
from companies and their investments[1] 
and F4GBM will be the reference point 
and benchmark that companies can aspire 
to in efforts to step-up the standards in 
stakeholder value creation.”

Bursa Malaysia’s conversation on sus-
tainability started almost a decade ago 
with the introduction of  the Bursa Malay-
sia Corporate Responsibility framework in 
2006, which was subsequently followed by 
the Shariah-based indices and corporate 

governance guidelines for listed compa-
nies in 2007.  Today’s launch of  their first 
index based on principles of  sustainable 
investment is another commitment to the 
longevity of  the marketplace.

The CEO of  FTSE, Mark Makepeace 
said, “There is growing momentum from 
investors wanting to apply ESG into in-
vestment decisions.  We are therefore de-
lighted to collaborate with Bursa Malaysia 
again to launch this pioneering index and 
associated ESG Ratings which further 
builds on the successful partnership be-
tween the Exchange and FTSE.”

There have been a number of  studies 
looking at Socially Responsible Invest-
ment (SRI) funds and indices to test how 
they perform against the broader market.  
One of  the most comprehensive studies 
considered 20 separate academic cases 
which showed evidence of  a positive re-
lationship between ESG factors and port-
folio performance in half  of  these, with 
seven reporting a neutral effect and three 
a negative association.

The index, available from December 
2014 is the latest step in the sustainability 
roadmap of  the Exchange that includes its 
commitment to maintain high standards 
of  corporate governance in the market-
place and was made possible with fund-
ing from the Capital Market Development 
Fund. n

M A L A Y S I A

Bursa Malaysia announces 
launch of  Environmental, Social 

and Governance Index 
“There is growing momentum from investors wanting to apply 
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Sustainalytics, a leading provider of  
environmental, social and gover-

nance (ESG) research and analysis, today 
released a new thematic research report 
titled, “10 for 2015—Generating value 
in a fragile market.” The report offers a 
macro level view of  current economic and 
financial market developments from a ded-
icated sustainability/ESG perspective and 

a micro level view that reveals the most 
significant ESG risks and opportunities at 
10 companies. By delivering valuable ESG 
insights, the report is intended to support 
investors in their asset allocation and asset 
selection processes.

The macro level view discusses the 
mounting systemic tensions that are driv-
en by the abundance of  liquidity, histori-

cally low or partly below zero rates, and 
stretched valuation levels in many asset 
classes. It also looks at the implications of  
the slump in oil prices with regard to the 
overall economic picture, the stranded as-
sets debate in the oil and gas sector, the dis-
cussion around the decarbonization of  the 
economy and climate change policy.

The micro level view looks at 10 com-
panies that were identified to have ESG-
related stories that describe a potentially 
material financial impact triggered by 
an event or a development in the course 
of  2015. The 10 subject companies span 
eight countries and ten industries. While 
several companies are embedding posi-
tive long-term ESG-related value drivers 
into their business models, so far largely 
neglected by the market, others face new 
ESG challenges which could present risks 

E S G

Sustainalytics’ Investment 
Research Report Reveals ESG 

Risks and Opportunities
“10 for 2015” report provides thematic investment insights 

across companies and markets
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as well as opportunities for investors.
Sustainalytics’ research offers a posi-

tive view of  Intel, GlaxoSmithKline, La-
farge and Holcim, Telenor and Pemex, 
with value drivers ranging from innovative 
remuneration models and energy efficient 
programs, to human rights policies and 
health and safety improvements.

The analysis takes a generally nega-
tive stance on DuPont, Lonmin, National 
Commercial Bank, and, to a lesser extent, 
Netflix, which faces important corporate 
governance challenges despite beating 
analyst expectations for Q4 2014. The re-

port calls out new and potentially under-
appreciated ESG risk exposure created by 
Coca-Cola’s recent entry into the energy 
drinks and milk niches and points to the 
company’s faint strategic awareness of  
these risks.

In light of  high-profile bribery charges 
last year in China, GlaxoSmithKline is 
recognized in the report for making sub-
stantive changes to its marketing and sales 
remuneration practices, which could help 
it to curb future ethical lapses.

The research also spotlights Intel’s 
plan to build a “conflict-free” supply chain 

by 2016, which positions the company to 
capitalize on possible increased demand 
for “ethical” electronics.

“We firmly believe – and our report 
findings demonstrate – that analyzing 
markets and companies through an ESG 
lens can reveal risks and opportunities not 
necessarily captured in traditional valua-
tion approaches,” said Dr. Hendrik Garz, 
Managing Director of  Thematic Research 
at Sustainalytics. “By leveraging our in-
sights, investors can supplement their ex-
isting securities selection models or inform 
new investment strategies.” n

A  new report, Mitigation of  Political & 
Regulatory Risk in Infrastructure Projects, 

has been launched today as part of  the 
World Economic Forum’s Strategic Infra-
structure Knowledge Series.

Political and regulatory risk is one of  the 
major constraints on infrastructure invest-
ment decisions. It takes different forms over 
an infrastructure project’s life cycle, from de-
layed construction permits and community 
protests to breach of  contract, tightened reg-
ulations and the non-renewal of  licences. In 
addition, some broader risks apply through-
out the life cycle – changes to taxation laws, 
for instance, and endemic corruption.

The report, prepared in collaboration 
with The Boston Consulting Group, pres-
ents a risk-mitigation framework consisting 
of  actionable measures to be taken by the 
various parties – some by the private sec-
tor, some by the public sector and some by 
the two sectors jointly. Further guidance is 
provided in the form of  25 international 
best practices from different infrastructure 
sectors. Investors and operators could seek 
political-risk insurance, for example, and 
companies could deter government inter-
vention by carefully crafting ownership 
and commercial structures. On the public-

sector side, the national government could 
provide investors with protection by offer-
ing constitutional guarantees – for instance, 
by ensuring fair and fast dispute-resolution 
mechanisms, and by enforcing robust anti-
corruption policies.

“The topic is a crucial one,” explained 
Pedro Rodrigues de Almeida, Director and 
Head of  Infrastructure and Urban Devel-
opment Industries at the World Economic 
Forum. “Unless we agree on a common lan-
guage to categorize the specific types of  po-
litical and regulatory risks, it will be impos-
sible to raise awareness of  the opportunity 
to invest in the infrastructure sector. The 
framework developed for risk mitigation 
puts in evidence the main levers that can 
be adjusted while eliciting the white spaces 
where multilateral development banks, com-
mercial banks and insurers can create much-
needed risk-mitigation instruments.”

The significance of  the report is de-
scribed by Bertrand Badré, Managing Di-
rector and World Bank Group Chief  Fi-
nancial Officer: “The report summarizes 
the impact that the different political and 
regulatory risk factors have on projects, 
and cites a wide range of  examples that 
help explain and underpin the need for 

risk-mitigation tools. Importantly, the re-
port confirms that these types of  risks are 
encountered across a wide range of  geogra-
phies; this is not a developed versus emerg-
ing economies issue.”

The report was further endorsed by 
John M. Beck, Executive Chairman of  Ae-
con (Canada) and a global Co-Chair of  the 
Strategic Infrastructure Initiative. “Many 
of  the solutions listed are of  proven value,” 
he said. “Consider the strategy adopted by 
some private companies, of  involving a pub-
lic body as counterweight to the tendering 
government. In the Quito Airport case, for 
instance, the involvement of  the Canadian 
government helped us to speedily resolve 
our differences with the Ecuadorian author-
ities. If  the report succeeds in conveying all 
its innovative ideas to the right quarters, the 
great global infrastructure programme will 
prove even more productive.”

“In order for investors to confidently 
increase their investments in infrastructure, 
they need to see transparent and compa-
rable data and processes, as well as predict-
able legal and regulatory frameworks that 
can withstand political risk,” said Douglas 
L. Peterson, President and Chief  Executive 
Officer of  McGraw Hill Financial, and Co-
Chair of  the Strategic Infrastructure Initia-
tive. “Reducing these risks can help unlock 
the private capital needed to bridge the 
global infrastructure financing gap.”

The report will continue to substantiate 
the globally acquired body of  knowledge 
and experience into concrete measures that 
contribute to boosting strategic infrastruc-
ture development, including its dissemina-
tion through the B20 and G20. n
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Mitigating Political & 
Regulatory Risk for Successful 

Infrastructure Projects 
“Reducing these risks can help unlock the private capital needed to 

bridge the global infrastructure financing gap”
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Imagine a day in which your access 
to clean, drinkable water ceased 

and you could not shower or bathe 
properly and you had no one to help 
you. For more than 783 million peo-
ple around the world, that day was 
today. In 2015, more than 2.5 billion 
people will also lack access to basic 
sanitation in the developing world. 

A new initiative led by Nevada’s 
Desert Research Institute (DRI) is 
aiming to dramatically reduce those 
numbers, focusing specifically on 
women – who often bear the brunt of  
the impact from lack of  access to safe 
water; and in some parts of  sub-Saha-
ran Africa walk up to four hours per 
day, on average, to carry clean water 
back to their villages and families.

“As part of  DRI’s Global Water Knowl-
edge Campaign, this Initiative builds on more 
than 20 years of  water research and training 
our scientists have done in West Africa,” said 
Dr. Stephen Wells, DRI President. “By raising 
support to provide women throughout these 
developing countries with access to adequate 
clean water sources and access to training we 
will ensure their family’s well-being 
and allow them more time to con-
tribute to their villages.”

The DRI Sustainable Water 
Initiative is a unique, international 
collaboration with WaterAid, Wa-
ter for People, and World Vision. 
Collaboratively, these three world 
renowned organizations currently 
have water, sanitation, and hy-
giene (WASH) projects in more 
than 41 countries. Since 1981, 
WaterAid has helped 21.2 million 
people gain access to safe water. 
In 2013, Water for People raised 
more than $14 million to support 
their “Everyone Forever” cam-
paign, providing water and sani-

tation resources in more than 15 countries. 
Currently, World Vision’s WASH programs 
reach one million beneficiaries per year. 

“The knowledge and experience of  
these organizations working together (in 
the WASH sector) will be transformational 
for the regions being served,” said Charles 
Creigh, DRI Foundation Chair. “Through 
a generous challenge-grant investment from 

two long-time DRI Foundation 
leaders this global campaign plans 
to support DRI faculty and students 
helping to advance our knowledge 
of  water related issues and improve 
people’s lives and well-being.”

Dr. Braimah Apambire, who 
will lead the new Initiative and 
serves as director of  DRI’s Center 
for International Water and Sus-
tainability, explained that funding 
will go directly to supporting pro-
vision of  safe drinking water and 
basic sanitation; creating and im-
plementing WASH education ma-
terials for women and girls in sub-
Saharan Africa; training of  WASH 
staff; applied water research; and 

ensuring that WASH projects are 
sustainable and scalable in develop-
ing countries. 

The impact of  unsafe water, and 
inadequate sanitation and hygiene is 
felt around the world, with both hu-
man health and economic implica-
tions, Apambire explained. 

In places like sub-Saharan Africa 
a significant percentage of  the popu-
lation is at risk of  dying from pre-
ventable illnesses, many of  which are 
linked to WASH issues. More than 
500,000 children die every year from 
diarrhea caused by unsafe water and 
poor sanitation - that’s over 1,400 
children per day. Diarrhea is the sec-
ond biggest killer of  children under 
five years old in Sub-Saharan Africa. 

In economic terms, 5.6 billion productive 
work days are lost every year due to compli-
cations arising from water-related diseases 
and the burden of  fetching water. 

Helping to manage and raise awareness 
for the DRI Sustainable Water Initiative will 
be Global Impact, a well-known leader in 
growing global philanthropy. Global Impact 
works with approximately 450 public and 
private workplace giving campaigns to gen-
erate funding for an alliance of  more than 
120 international charities. Since 1956, 
Global Impact has generated more than 
$1.7 billion to help the world’s most vulner-
able people. 

“One organization working alone is not 
enough to make the sustainable difference 
that is needed in the WASH sector,” said 
Scott Jackson, President and CEO of  Global 
Impact. “All of  these stakeholders working to-
gether will help ensure access to clean water, 
which does more than save a woman’s life – it 
ensures her future.” n

For more information about DRI’s Sustainable Water 
Initiative visit - https://dri-water.charity.org/ 

DRI Launches Global Initiative 
to Provide Women in Developing Countries 

with Clean Water
International collaboration to focus on Women, Water and Well-Being
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DRI’s Global 

Water 
Knowledge 

Campaign, this 
Initiative builds 
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years of water 
research and 
training our 

scientists have 
done in West 
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Children in sub-Saharan Africa wash their hands in clean 
water provided from a rural village well that was located 
and drilled by DRI scientists and World Vision WASH staff. 
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Across fresh food supply chains, business-
es are advancing environmental, social 

and economic values. Balancing production 
with continually improving conservation 
stewardship demands an aligned approach 
to measure and communicate on-farm sus-
tainability in specialty crops (all fruits, nuts, 
and vegetables). The Stewardship Index for 
Specialty Crops (SISC) and The Sustain-
ability Consortium® (TSC) are proud to an-
nounce a partnership that creates significant 
progress toward these goals.

TSC and SISC have agreed to work 
toward harmonization of  on-farm perfor-
mance metrics and collaborate together on 
implementation and innovation projects to 
encourage stewardship across specialty crop 
supply chains. This partnership will enable 
SISC’s on-farm metrics, developed through 
a multi-stakeholder process, to be utilized in 
reporting against some of  TSC quantita-
tive key performance indicators (KPI’s) on 
continuous improvement in specialty crops 
product categories. These KPI’s are part of  
the TSC Category Sustainability Profile for 
the food and beverage sector.

“The partnership with The Sustainabil-
ity Consortium is an extraordinary opportu-
nity for both organizations to leverage their 
members and skills to implement the use of  

standardized metrics by growers to bench-
mark their use of  critical natural resources.” 
said Larry Jacobs, Farmer and Coordinating 
Council Member of  SISC.

Through its unprecedented collabora-
tion among the nation’s most influential 
grower organizations, NGO’s and buyers 
of  specialty crop products, SISC works to 
build a common suite of  outcomes based 
on-farm metrics to enable operators at any 
point along the supply chain to benchmark, 
compare, and communicate performance in 
meeting sustainability goals.

This partnership with TSC will sup-
port harmonization of  on-farm reporting 
throughout the food industry, and help 
supply chains, as well as individual opera-
tions, address continual improvement in 
both on-farm productivity and environ-
mental quality.

“Collaboration is a cornerstone of  the 
work of  The Sustainability Consortium,” 
said Sheila Bonini, CEO of  TSC. “Our 
partnership with SISC will help advance 
environmental and social sustainability of  
specialty crop supply chains by creating har-
monized tools and metrics that are based in 
science, informed by diverse stakeholders 
and focused on impact throughout the sup-
ply chain.”

About The Stewardship Index for 
Specialty Crops
The Stewardship Index (SISC) is a co-
alition of  producers, buyers, and public 
interest groups who are collaborating to 
develop and share metrics that all parties 
agree are the most important indicators of  
stewardship. SISC aims to advance both 
optimal production and strong environ-
mental protection by offering a suite of  
science-driven metrics empowering pro-
ducers to measure on-farm practices (i.e. 
water use, nitrogen use, etc.) accurately 
and consistently. Metric data give consum-
ers, food buyers, and producers a common 
language for discussing the impact of  
farming practices – and the meaningful 
stewardship activities of  U.S. farmers. For 
more information, visit http://www.stew-
ardshipindex.org

About The Sustainability Consortium
The Sustainability Consortium® (TSC®) 
is a global non-profit organization with 
the mission to enable the consumer goods 
industry to deliver more sustainable prod-
ucts. TSC translates science into business 
practice, working collaboratively with 
member organizations to develop trans-
parent tools, methodologies, and strategies 
for products and supply networks that ad-
dress environmental, social and economic 
imperatives. TSC is comprised of  more 
than 100 members, including NGOs, civil 
society organizations, scientific experts, ac-
ademics and corporations from all corners 
of  business. TSC is jointly administered by 
Arizona State University and the Univer-
sity of  Arkansas n

“Collaboration is a cornerstone of  the work of  The Sustainability Consortium”

The Stewardship Index for Specialty Crops 
and The Sustainability Consortium Announce 

Partnership to Align Measurement and 
Reporting of  Sustainable Agriculture 

Over seventy percent of  active individu-
al investors (71%) describe themselves 

as interested in sustainable investing, and 
nearly two in three (65%) believe sustain-
able investing will become more prevalent 
over the next five years, according to a new 
survey published today by the Morgan Stan-
ley Institute for Sustainable Investing.  The 
new Sustainable Signals report examines 
the attitudes and perceptions of  individual 

investors towards sustainable investing and 
considers the broader implications for inves-
tors, corporations and governments.

“The trajectory for sustainable invest-
ing continues to point upward.  What used 
to be a bifurcated decision – one between 
investing to make money and giving to do 
good – is increasingly becoming a blended 
conversation as investors look to harness the 
power of  the capital markets as a force for 

positive impact,” said Audrey Choi, Manag-
ing Director and CEO of  the Institute for 
Sustainable Investing at Morgan Stanley.  
“As sustainable business practices and in-
vestment options become more important 
to investors, the Morgan Stanley Institute 
for Sustainable Investing is working to drive 
scalable investment solutions that seek to 
achieve market-rate returns and help ad-
dress global challenges.”

Morgan Stanley Survey Finds Sustainable 
Investing Poised for Growth
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Metro Pacific Investments Corporation continues to grow and improve 
its portfolio of companies by bringing its management expertise, 
innovation and best corporate governance practices to the delivery of 
public infrastructure.

Hand in hand with the government, we endeavour to transform, revive 
and fuel economic growth to uplift the quality of life of every Filipino.

We Invest. We Manage. We Transform.

www.mpic.com.ph

New Life. New Power.
New Direction. New Hope.

“Best CEO”

“Best CFO”

“Best IR Company”

“Best Environmental 
Responsibility”

“Best CSR”
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Millennials and Women 
Leading the Way
The survey finds Millennials and women at 
the front edge of  sustainable investing and 
sustainability.  Millennial investors, in partic-
ular, index the highest of  any demographic 
on these topics.  Related findings from the 
survey include:
• Millennials are the most open to the idea 

of  sustainable investing (84%) as compared 
to Gen X (79%) and Baby Boomers (66%).

• Millennials are twice as likely to both in-
vest in companies or funds that target spe-
cific social/environmental outcomes and 
divest because of  objectionable corporate 
activity.

• Women are also leading the way, with 
76% of  surveyed investors showing inter-
est in sustainable investing, compared to 

62% of  men.
Female investors are nearly twice as 

likely as male investors to consider rate of  
return as well as the impact of  their invest-
ment when making an investment decision 
(40% vs. 23%).

Charting a Path Towards 
Wider Adoption
Results from the survey point to how indi-
vidual investors already factor sustainability 
into their investment decisions and show 
that there is still room to grow.  Related find-
ings include:
• Nearly three out of  four active individual 

investors (72%) believe that companies 
with good Environmental, Social and 
Governance (ESG) practices can achieve 
higher profitability and are better long-

term investments. 
• Individual investors say that on average 

46% of  their total portfolio should be in-
vested sustainably.

• At the same time, investors are divided 
over the perception of  sustainability and 
financial gains as being a trade-off (54% 
yes vs. 46% no). 

“The survey shows that the perception 
of  trade-off between profitable and sustain-
able investments is still a major barrier to the 
growth of  the field – we and others trying to 
advance sustainable investing at scale have 
a job to do, demonstrating that it is possible 
to achieve positive impact and market-rate 
returns,” said Choi.  “Why does this mat-
ter?  We believe that it is necessary to mobi-
lize private capital at scale to address global 
challenges.” n

Transparency International calls on 
governments and their enforcement 

authorities across the world to combine 
forces to end money laundering impunity. 
These authorities should assign the high-
est priority to prosecuting individuals and 
banks when clear evidence exists of  their 
involvement in illicit international financial 
transactions.

José Ugaz, Chairman of  the Board of  
Directors of  Transparency In-
ternational, stated: “Evidence 
of  money laundering abounds, 
but for the greatest part inves-
tigations have only resulted in 
corporate fines with almost no 
criminal prosecutions of  individ-
uals. Actions by national judicial 
authorities to end this criminal 
behaviour are largely absent.

“This lack of  senior man-
agement accountability sends a 
signal to the corrupt individu-
als and corporations laundering 
cash, and to their banks, law-
yers and other agents who assist 

them in their crimes, that in this area there 
is impunity. This is wrong.”

Transparency International calls for 
judicial authorities around the globe to 
enforce anti-money laundering regula-
tions and pursue and prosecute those who 
flout the rules. Banks need to oversee their 
employees and enforce higher ethical stan-
dards, which have to be reflected in the 
tone from the top, the performance man-

agement system and remuneration.
Governments should introduce public 

registers of  beneficial ownership informa-
tion of  companies to facilitate anti-money 
laundering due diligence by banks as well 
as anti-money laundering investigations.

Recent investigations in the US, UK 
and Switzerland in bank practices have put 
a spotlight on these issues.

“Transparency International will con-
tinue to vigorously campaign 
to unmask the corrupt and 
those who collude with them: 
the bankers, the accountants, 
the real estate brokers, the 
consultants and the other pro-
fessional intermediaries who 
enable the corrupt to launder 
their ill-gotten cash into the 
mainstreams of  the world’s 
financial system. Time behind 
bars for those who break the 
law, rather than settlements 
that shift the burden to share-
holders, would signal a time to 
change,” said Ugaz. n

“Collaboration is a cornerstone of  the work of  The Sustainability Consortium”

Transparency International calls for global action
to stop the money laundering merry-go-round
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