
ICGNews
The Newsletter of the International Corporate Governance Network

August 2001/No2

The seventh annual conference of the
International Corporate Governance
Network (ICGN) in Tokyo attracted 450
delegates from 20 countries, making it
the largest international corporate gover-
nance event ever held.

Conference attendees included repre-
sentatives of investment institutions
amassing some $10 trillion in capital.
They gathered in Tokyo in mid-July
2001 to hear speakers from round the
world discuss how core governance prin-
ciples of transparency and accountability
can boost company competitiveness and
economic growth.

The ICGN is now “the premier organi-
sation in the world when it comes to
discussing international corporate gover-
nance,” said Peter Clapman, director of
governance at US teachers’ pension
fund, TIAA-CREF, and ICGN chairman.

To date, ICGN conferences have been
held in Europe and the USA. The Tokyo
conference represented a conscious
effort to take the ICGN's message to a
new audience. The support of the Tokyo
Stock Exchange, the Japanese Corporate
Governance Forum and the Japanese
Pension Fund Association, and the pres-
ence of scores of delegates from
Japanese companies, suggested consid-
erable local interest. “ The large alter-
dance for the ICGN’s first meeting in
Asia since our founding in 1995 inder-
scores the intensified interest in good
governance as a way to alleviate some of
the economic malaise in the region,”
said Clapman. 

Reform of the 
‘old style’
Asian economies, and Japan in particu-
lar, have much to gain from corporate
governance reform, argues the ICGN.
Japan’s 'old style' corporate structure,
featuring dominant insider banks and a

cross shareholding structure with fellow
companies, is gradually unwinding. But
Japan is yet to embrace a new frame-
work for accountability, characterised by
improved financial discipline and disclo-
sure, meaningful board supervision, and
a commitment to investors' rights and
shareholder value.

The result, according to John Plender
of the Financial Times, is a “governance
vacuum.” Share prices in Japan, said
Plender, continue to reflect a “corporate
governance discount,” and Japanese
management enjoys a “free ride” from
external accountability. Nobuo Tateisi,
chairman of OMRON Corp. concurred.
He said “shareholders remained silent,”
under the old structure, and they are yet
to find their voice.

Don’t panic
Plenty of local speakers advocated an
enhanced  commitment to governance
as critical to boosting the faltering per-
formance of Japanese corporations.
“Governance reform is necessary from a
management point of view to ensure the
survival of Japanese companies” contin-
ued Nobuo Tateisi. Japan, said Yoshihiko
Miyauchi, chairman of ORIX Corp. and
co-chairman of the Japan Corporate
Governance Association, “tends to panic”
when new ideas are imported “but on
corporate governance, Japan should take
the initiative.”

"We are heading in a very desirable
direction,” said Tateisi. “I already see
action being taken, with better supervi-
sion and monitoring, and greater trans-
parency.” 

But the pace of reform is slow. Ministry
of Justice proposals for reforming the
Commercial Code, for example, call for a
mainly voluntary approach to board
reform. Although encouraged to institute
audit and nominations sub-committees,
made up solely of non-executive directors,

the Code will only require companies to
include just one independent director on
the board. 

Japanese speakers including Miyauchi
and Tateisi endorsed this voluntary
approach. Western speakers were less cer-
tain that it would be effective. "It remains
to be seen if Japanese managements go
for it," said E. Anthony Zaloom, a Japan-
based US lawyer and chair of the US
Chamber of Commerce’s Commercial Code
Taskforce.

Zaloom also criticised Japanese audit
practices as "still pretty awful" and
lamented the lack of takeover activity.
"There is no market for corporate control
in Japan," he said. John Plender said that
Japan still failed the acid test of a gover-
nance structure – is it possible to fire an
underperforming CEO? Zaloom said that
the powers of a company president still
"border on the absolute.”

Stakeholders
But perhaps the biggest obstacle to
improved accountability to shareholders is
the Japanese view of the corporation as a
social entity, owing far-reaching duties to
stakeholders such as employees and sup-
pliers. Many Japanese businessmen believe
that a tighter focus on shareholder value
will inevitably undermine the role of com-
panies as social entities, a process they
will vigorously resist.

This much was made abundantly clear
by Hiroshi Okuda, chairman of Toyota. So
important is the social dimension of cor-
porate activity, he said, that it is taught to
junior high school students, and is
explored in depth in Japanese textbooks.
Any approach to corporate governance
that fails to take this deeply ingrained
perception into account “could cause
major problems,” he said.

Of course managers must be held to
account, he said, but monitors must come
from “different perspectives … It’s impor-
tant that managers have their perform-
ance checked by as many people as possi-
ble. In addition to shareholders, the input
from employees needs to be considered
too … labour unions are absolutely indis-
pensable.”

Heads up Japan
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Japan’s adoption – or otherwise – of improved governance
standards wasn’t the only issue on the table at the ICGN 
conference. The Network compiled a compelling array of
speakers from around the world to report on progress in 
various markets.

The role of the state in 
corporate governance
Dr Daochi Tong, who supervises listed companies on behalf of
the China Securities Regulatory Commission, said that the
Chinese government – the dominant shareholder in most 
companies – was seeking to enhance management incentives.
“Executives are underpaid in China,” said Tong, who called for
greater use of share options.

Brazil’s chief financial regulator, Jose Luiz Osoria, Chairman
of Brazil’s Comissao de Valores Mobiliarios [Securities and
Exchange Commission], spoke about how good governance can
benefit the economy and help provide jobs and opportunities.
Brazil’s capital markets were so unfriendly to investors, he said,
that almost none of the $30 billion being invested in Brazil
annually was directed at the capital markets. And Brazilian
companies were seeking listings in New York to raise capital.
Brazil’s stock exchange recently launched the Novo Mercado
which aims to reverse the trend by building sound governance
practices into listing requirements.

Internal oversight
Thomas Jones, vice chairman of the board of the International
Accounting Standards Committee, reported on the growing
harmonisation of international financial reporting. He advocat-
ed principles-based standards as preferable to detailed techni-
cal rules that are difficult to translate and implement. He
argued that with regard to emerging accountancy issues “the
harmonisation issue is dead. It’s done.” The problem lies with
revising existing standards that may have been in place for
many years.

Don’t ignore the valuable contribution that an effective
company secretary can make, warned Caroline Phillips, 
director of the UK’s Institute of Chartered Secretaries and
Administrators’ (ICSA) policy unit. A company secretary should
“act as an interface between the company and the board,” she
said, offer guidance and oversight, and supply the right volume
of information to support thoughtful decision-making.
“Internal oversight,” she said, “is a great deal more than 
looking after the money.”

Improvements in Europe
The conference’s focus on Asia should not blind us to “the
urgent need for improving governance” in Europe, said Alain
Leclair, chairman of the French Association of Asset
Management Companies. “We’re missing something if we feel

comfortable.” He criticised investment banks for bringing 
start-up companies to market too early, and without good
governance structures in place. “There should be an 
international code of good practice on this,” he said. 

Geert Raaijmaakers, senior legal counsel of the Dutch 
pension fund giant ABP, painted a parlous picture of the state
of governance in Holland. There are some reforms, he said,
“but we are not happy with them. Shareholders are still in a
critical condition.”

He was supported by Jean-Francois Theodore, chairman of
the three-city continental European stock market, Euronext,
who said “good corporate governance rules are a corporate
asset.” Euronext, he said, is building a governance framework
to “meet the highest standards worldwide.”

Asian miracle
Linda Tsao Yang, acting chair of the Asian Corporate
Governance Association in Hong Kong, and Jesus Estanislao of
the Philippines’ Institute of Directors reported progress in East
Asia. Ms Yang said that when she first promoted good 
governance in Asia 25 years ago “I was seen as someone from
Mars.” Much has changed and “corporate governance in Asia is
on the march.” Mr Estanislao promoted the training of 
directors as vital to improving corporate governance, and noted
that there was a positive angle to the current economic down-
turn. “Recession is a good way to introduce reforms,” he said.

Legendary emerging markets investor with Templeton Asset
Management, Mark Mobius, said that investors need to wield
their influence as owners. “We’ve got to be more activist, we’ve
got to get on boards, we’ve got to use our power to get more
fairness in corporate governance.” He said the close relation-
ship that often exists between governments and companies in
emerging markets is a central problem for minority investors
but “the good news is that the word is out and everyone is
talking about corporate governance.”

E-developments
Georgeson’s John Wilcox led a panel on how the internet is
transforming corporate communications and investor relations,
although he warned that the web will provide no panacea.
Shareholder voting, for example, continues to be dogged by
problems that the internet will not easily solve.

The internet is transforming shareholder communication and
collective action, according to David Webb, proprietor of the
eponymous www.webb-site.com, which promotes the Hong
Kong Association of Minority Shareholders. “You would never
have heard of me without the internet,” he said.

Did poor governance burst the dotcom bubble? asked
Professor Charles Elson of the University of Delaware. In a
word, yes. Professor Elson said there were two critical flaws.
First, there was a lack of independent directors, so there was a
lack of “spirited oversight.” And, while many dotcom non-
executives had substantial ownership stakes, they were often in
the form of options not equity.

Governance progress in markets worldwide



New issues, new 
committees
ICGN members supported the establish-
ment of two new committees to advance
good governance policy in key areas:
Investors’ duties: the corporate gover-
nance movement has mainly focused on
the duties owed by companies. The ICGN
empanelled a committee to examine not
just investors’ rights, but responsibilities
as well. The chair will be announced in
due course.
Executive pay: remuneration of man-
agers is an issue with “broad application
throughout the world,” said ICGN chair,
Peter Clapman. Investors are increasingly
agitated at the sight of executive pay
spiralling in markets worldwide, seem-
ingly out of line with performance. The
ICGN charged a panel to devise pay
guidelines applicable globally. The com-
mittee will be chaired by Hermes chief
executive, Alastair Ross Goobey. Contact: 
A.Ross.Goobey@hermes.co.uk

Pfizer’s Margaret Foran chairs the
ICGN’s International Accounting and
Auditing Practices Committee, which
seeks to endorse efforts to harmonise
financial reporting and verification
practices worldwide. Foran is also the
ICGN’s spokesperson on this issue.

The committee sought and received
the members’ approval for the following
resolution: “That the Board of the ICGN
be authorised to (1) support and com-
municate its support of the
International Accounting Standards
Committee (IASC) and its objectives,
and (2) comment constructively on
IASC pronouncements and other rele-
vant developments from time to time,
under advice from the International
Accounting and Auditing Practices
Committee.”

Margaret Foran spelled out how her
committee would concentrate on audit
issues in the coming year and, like the
Voting Committee, would initiate a sur-
vey to establish the major problems fac-
ing investors seeking reliable financial
information in global markets. Contact: 
peggy.foran@pfizer.com

Harmonisation 
of international 
accounting standards
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The ICGN’s conference is the centrepiece
of the Network’s year, but there is plenty
of additional activity year round. ICGN
chair, Peter Clapman, spoke of a “ration-
ale for the ICGN that goes way beyond
an annual conference.” 

At the 2001 annual meeting in Tokyo,
members heard reports from key ICGN
policy committees and approved an
ambitious work programme for the year
ahead.

Cross-border voting
The 2000 conference established a
standing committee on cross-border vot-
ing practices. Chaired by John Wilcox of
Georgeson Shareholder Communications,
the committee’s agenda includes the fol-
lowing:
● Development of the ICGN website as a

clearinghouse for information about
cross-border voting procedures.

● Collection of statistics on cross-border
share ownership and voting.

● Monitoring of global and local 
initiatives to reform custodial and vot-
ing practices.

● Participation with like-minded groups
and associations.

● Analysis of voting problems in 
connection with loaned stock.

● Review and analysis of voting 
practices in targeted countries.

● Review of issues relating to ADR and
GDR voting rights.

To date, the drafted a letter to the EC
and Dutch Ministry of Justice 
commenting on proposed regulatory
changes and requesting that the ICGN
and the Voting Committee be allowed to
participate in deliberations.

In addition, the Committee has
embarked on an exhaustive study of the
2001 proxy process at six major global
companies. “We want to do a diagnostic
of what actually happens in the global
proxy process,” said Wilcox.

In the autumn of 2001, the committee
will initiate a comprehensive survey of
ICGN members, the wider institutional
investor community, custodian, sub-cus-
todians and registrars, to analyse the
mechanics of the proxy process and
establish where the bottlenecks and
structural difficulties lie.

The proxy process is “where the rubber

meets the road” on corporate gover-
nance, said John Wilcox, and a thorough
understanding of the process – and how
it can be improved – is vital to the
ICGN’s mission to boost investors’ rights
and influence.

Additionally, the taskforce constituted
a sub-committee to examine the rights
of ADR holders – the cause of a major
furore at BP this year. The sub-commit-
tee will be chaired by Jennifer Choi of
the Investment Company Institute, the
association of US mutual funds.

ICGN members can request the Cross
Border Voting Committee Minutes by
emailing John Wilcox at: 
jwilcox@georgeson.com

ICGN Bylaws
The ICGN has taken significant steps in
the past couple of years to establish itself
as a legal organisation with a formal
constitution, a permanent secretariat,
and a proper process of internal gover-
nance. To recognise this development,
the 2000 ICGN conference authorised the
creation of a committee to develop a set
of bylaws.

The bylaws committee, led by EASD’s
Leo Goldschmidt and the ICSA’s Caroline
Phillips, issued draft bylaws which were
approved by the ICGN board in May
2001, and discussed by members at the
Tokyo annual meeting.

Leo Goldschmidt said that the commit-
tee kept three goals in mind as it drew
up the bylaws:
● keep them simple and practical;
● don’t deviate from the founding prin-

ciples if you don’t have to;
● enshrine good governance into the

bylaws, taking account of the geo-
graphically dispersed membership.

The bylaws are not “emblazoned in
stone,” said Mr Goldschmidt, and the
comments of members will be considered
by the committee over the next year.

The bylaws are available to members by
contacting the Secretariat at
icgn@icsa.co.uk

Your ICGN needs you
Do you have the time and experience to
serve on any of the ICGN committees? If
so, please contact the committee chairs

ICGN adopts ambitious policy agenda



The ICGN now has over 220 members,
more than double the number of 18
months ago. ICGN members attending
the Tokyo Conference elected four new
Governors to the board to replace
departing directors whose terms have
expired.

The four new directors are:
● Peter de Koning (Netherlands), 

former railways executive, and since
1991 Managing Director of the
Dutch Railways Pension fund. Also a
member of the board of the Union
for Industry Wide Pension funds and
of the pension fund for ministers in
the Dutch Reformed Church.
Currently chairman of the
Foundation Corporate Governance
Research for Pension Funds.

● Leo Goldschmidt (Belgium), a 
director of the European Association
of Securities Dealers since 1995.
Since 1997, he has chaired the
Corporate Governance Committee 
of EASD, which issued a set of 
pan-European Corporate Governance
Principles and Recommendations in
May 2000. 

● Sanda Guerra (Brazil), founding
managing director of the Brazilian
Institute of Corporate Governance.
Currently with CPM. 

● Sophie L’Helias (France), CEO since
1994 of Franklin Global Services a
company active in corporate gover-
nance, proxy solicitation and strate-
gic advisory services for institutional
investors. She has been active on
behalf of investors at such compa-
nies as CIP and Groupe André.

In addition, the Board elected Peter
Clapman as sole chairman for the
forthcoming year. The secretary and
treasurer are Peter Butler and Peter de
Koning respectively. The full board may
be found below.

The ICGN Board

The International Corporate Governance Network seeks to bridge the gap between corporate management and shareholders. The ICGN is an international, informal network of institu-
tional investors, shareholder advocates and corporate governance experts. ICGN members together hold assets totalling some US$10 trillion.

The ICGN Secretariat is administered by Ms Caroline Phillips, Director of the Policy Unit of the Institute of Chartered Secretaries & Administrators (ICSA).
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The ICGN Board of Governors
- Peter Butler, Hermes, UK 
- Peter Clapman, senior vice president and chief counsel,

TIAA-CREF, USA (chairman)
- Stephen Davis, Davis Global Advisors, USA
- Sandra Guerra, CPM, Brazil

- Peter de Koning, Foundation on Corporate Governance
Research for Pension Funds, Netherlands

- Claude Lamoureux, Ontario Teachers’ 
Pension Plan, Canada

- Sophie L’Helias, Franklin Global Investor Services, France 
- Jon Lukomnik, Sinclair Capital, USA

- Ariyoshi Okumra, Lotus Corporate Advisory, Japan
- Linda Selbach, Barclays Global Investors, USA
- Dario Trevisan, Trevisan & Associati, Italy
- Leo Goldschmidt, European Association of Securities

Dealers, Belgium

At a July 7th reception at the Tokyo
Stock Exchange, the ICGN recognised
three individuals for outstanding 
contribution to corporate governance.
The awards were made according to
five criteria:
● exceptional achievements in the 

corporate governance field
● contribution to significant improve-

ments of corporate governance 
practices in one or more jurisdictions

● positive impact, with long term sig-
nificance, on one or more economies

● confrontation with frustrating 
opposition, requiring vision, courage
and fortitude

● enhancement of their future corpo-
rate governance initiatives through
such recognition by the ICGN

“The chosen nominees,” said the
Network’s co-chairman Andre Baladi,
“include two ‘giants’ of the field who
deserve equal and long-past-due
recognition, as well as a personality
who strives to develop adequate 
practices in a challenging emerging
corporate governance environment.”

The awards went to:
● Sir Adrian Cadbury, veteran chairman

of the Cadbury Group and Director
of the Bank of England. “His most
celebrated achievement,” said Baladi,

“for which he will be long-
remembered, is the seminal 1992
Cadbury Code on corporate 
governance which became a model
for reform around the world.”

● Ira Millstein, senior partner with the
New York firm of Weil, Gotshal and
Manges. Millstein was an early 
advocate of improved board 
practices, and is associated with
many pro-governance bodies such as
the World Bank/OECD’s Global
Corporate Governance Forum, and
the Global Corporate Governance
Advisory Board

● Professor Hasung Jang has 
campaigned for improved 
accountability at several of South
Korea’s most opaque and investor
unfriendly conglomerates (‘chaebol’)
under the umbrella of the People’s
Society for Participatory Democracy.
Institutional Investor commented:
“Professor Jang’s efforts are being
closely watched in Asia. If he is 
perceived to succeed, other Asian
countries may find they have to
contend with their own Jangs.”

“They symbolise the earliest framers of
our field, together with the future
promise of corporate governance,” said
Andre Baladi. In their own ways,
Cadbury, Millstein and Jang each 
pioneered strategies to improve the
welfare of people round the world.”

The ICGN will make further awards
on an annual basis.

ICGN ‘Oscars’
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The eighth annual conference of the
ICGN will be held July 10th-12th, 2002,
at the Italian Stock Exchange in Milan.

The Borsa di Milano will host the
Conference on the Exchange Floor,
which can accommodate up to 500
attendees. It will be the first time in
the history of the ICGN that its Annual
Conference will be held on an

Exchange Floor.
The Italian stock market is the sev-

enth largest in the world, and the ICGN
board considered it important to hold
its annual conference in a leading Latin
stock market so as to further stretch
the global diversity of the ICGN.

Further conferences have been pen-
cilled in for Amsterdam in 2003, host-
ed by Euronext, and in either Sao
Paulo or Rio de Janeiro in 2004, host-
ed by Brazil’s Bovespa Stock Exchange.

See you in ‘02


