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s we celebrate another year of excellence in corporate governance in Asia,

I can’t help but recall when we started this journey 10 years ago. Asia was still
picking up the pieces in the aftermath of the Asian financial crisis in 1997-1998.
Several corporates and financial institutions had to close shop due to bankruptcies
and insolvencies, while others had to be rescued and bailed out by the government or
taken over by the their much stronger peers.
That crisis thought us many lessons and open up the path to improve the
corporate governance standards in Asia. It was not an easy journey as many of us
had to change the ways of doing business. Many were pointing to the prominence
of family-owned and family-controlled companies in the region as a major
stumbling block for reforms, but over the years, this was no longer the case. They,
too, have changed their ways as they grow bigger and enter the global arena by
growing organically or through mergers and acquisitions. The investors demanded it
and the owners were just too happy to oblige.
After all, higher corporate governance standards have become a major metric
among the investment community where to park their money. They are reflected in
the share prices and for the issuers, it means an easier access to the capital markets
to raise funds.
We, at Corporate Governance Asia, also shared the struggle that many
corporates and financial institutions had to overcome to improve their corporate
governance standards. We had to persevere to drive home our point of how we will
all be winners if we follow the path of good corporate governance practices. We
believe in this cause – for it is the air we breathe.
To all the winners this year, our congratulations, and we hope to see you again
in 2014!
Aldrin Monsod
Publisher
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We are not there.....yet
Regulators across the region remain on their toes to keep their markets functioning in an orderly manner

T

en years ago, we started our journey with a mission

best corporate governance practices in Asia. They set the examples

to do our share in bolstering the standards of

for others to follow.
In February this year, the World Bank in its Corporate Gov-

corporate governance in Asia. That was the time
when Asia was still reeling from the havouc of

ernance Report on Obser-

a financial crisis that brought a number

vance of Standards and Codes
(ROSC) 2012 gave Malaysia

of economies down to their knees

strong ratings and recognized it as

that required immediate rescue and bailout from the In-

a regional leader in corporate gov-

ternational Monetary Fund.

ernance. It took note that the country
has made significant progress in

It was a financial melt-

improving the legal and regula-

down that sent several financial

institutions

tory framework in relation to

and

corporate governance.

corporates across the region

The ROSC is an in-

into bankruptcies and insolven-

dependent assessment car-

cies, and in the process ruined

ried out by the World Bank

personal careers and ambitions. It

and

was a time to pick-up the pieces and

examines

the

country’s

corporate governance framework

rebuild what was lost during one of the

benchmarked

toughest times the region had ever seen.
Asia is the engine that is driving the global economic
growth. We are at the centre of the economic activity that
is attracting all the fund managers all over the world, hoping that parking their money in Asia will give them the
returns and yields that are not available elsewhere. It is,
indeed, nice to be in Asia, where there is so much liquidity
that can fuel further economic growth.
But have we achieved what we want to achieve in the
first place? Has the economic renaissance that followed
those fateful years of 1997-1998 brought the corresponding improvements that we were looking in terms of corporate governance, which should pervades in the market
place? Do Asia’s standards of corporate governance had
risen up to the best international practices?
Many would say we have done enough and we are
now doing business in a much more level playing field
than in the past. Just look at the latest set of winners of
Corporate Governance Asia – they are the epitome of the

against

the

Princi-

ples for Corporate Governance of the

Picking up the pieces was what Asia did and today,

===

“

===

Every crisis
brought startling
cases of frauds,
scandals
and other
transgressions
that impact
the way we do
business because
these frauds
and scandals
almost certainly
resulted in new
regulations
===

”

===

OECD countries.
But needless to say, despite what the region has
achieved, we are not there.....yet. There are still so
much more that needs to be done. Every crisis brought
startling cases of frauds, scandals and other transgressions that impact the way we do business because these
frauds and scandals almost certainly resulted in new
regulations.
But make no mistake about it. Regulations are good
for doing business – they are also good for investors.
That is why the regulators across the region remain
on their toes to keep their markets functioning in an orderly manner. In Indonesia, for instance, the Financial
Services Authority (FSA) is planning to publish scorecards which will rate the companies based on the quality
of their corporate governance standards as it commences to supervise the country’s capital markets.
The agency is planning to rate the country’s top 50

orporateGovernance
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biggest listed companies in 2013 based on a number of criteria,

of directors stating whether the company’s risk management and

including how the companies treat their minority shareholders and

internal control system is operating adequately and effectively. The

the roles being played by the board of directors. It will study the cor-

guidelines also include placing the responsibility of establishing a

porate governance scorecards introduced by Thailand in the wake

sound framework to manage risk on the board.

of 1997 crisis. The Thai regulators require the more than 500 listed

The newly-revised guidelines was the result of a one-year con-

companies to fill in a questionnaire and rank them in areas such as

sultative effort between the task force on SIC – consisting of 13 key

board composition, the profile of their auditors and even on things

relevant organizations and directors of public-listed companies – to
collaboratively work towards the issuance of broader

like carbon emissions
In implementing the rating initiative, the FSA wants
the companies to improve their corporate governance

===

“

===

guidelines that reflect the current regulatory environment and corporate governance issues.

practices to attract investors and broaden the pool of capi-

There should be

tal available to fund economic growth. Indonesia is one of

a requirement

in January 2013 has issued new corporate governance

the hardest hit economies during the Asian financial crisis,

for the chief

guidelines to be used in all the examinations of finan-

but managed to come out and fully recover that prompted

executive officers

cial institutions this year. It believes that good corporate

the rating agencies, Fitch Rating and Moody’s Investors
Service, to restore its investment grade rating status.
Malaysia itself keeps an active stance to improve its

Over in the Philippines, the country’s central bank

and the chief

governance is the foundation of safe and sound bank-

financial officers

ing operations as it embodies the principles of fairness,

to provide

accountability and transparency – thus promoting the

governance practices. The local stock exchange, Bursa

assurance to

Malaysia, has amended the Main Market and ACE Mar-

the board of

ket listing requirements to strengthen and enhance the

directors stating

tions will be scored on a scale of one to five and will

corporate governance standards of the listed issuers. The

whether the

be evaluated on four factors – governance landscape,

amendments follow the recommendations made under

company’s risk

fitness and propriety of the board and the manage-

the Corporate Governance Blueprint 2011 as well as the

management

ment, risk governance, and controls and independent

Malaysian Code on Corporate Governance (MCCG)

and internal

oversight.

control system

2012 issued by the Securities Commission.

Elsewhere across the region, various regulatory and

disclosure of corporate governance statements with the

adequately and

rules relating to corporate governance – all intending to

MCCG 2012 in the annual reports, mandating poll vot-

effectively

bring the standards of the corporate governance in Asia

”

into the next level and be at par with the best interna-

shareholder approval and limiting the number of direc-

===

===

tional practices.
The Hong Kong stock exchange, for example, had

torships in listed issuers from 10 to five. In addition, the
listing requirements now require the creation of a nominating com-

amended its listing rules, while the Corporate Governance Coun-

mittee and disclosure of its activities, enhancing disclosures in the

cil in Singapore has made a number of changes on the city-state’s

annual reports in relation to director’s training.

corporate governance code, including tighter standards for indepen-

In other Malaysian initiatives, the taskforce on the statement

dent directors. The Financial Supervisory Commission in Taiwan

on internal control (SIC) has released the revised and updated

has required all companies listed on the Taiwan stock exchange to

guidelines to assist the listed companies in making disclosures on

set up remuneration committee made up essentially of independent

risk management and internal control in their annual reports. The

directors.

guidelines, while retaining the core emphasis on internal control,

Indeed, all these initiatives have rubbed off all the way to the

have been broadened to include key enhancements such as more

higher echelon of the board rooms in Asia. In their responses to

emphasis on the importance of ensuring that in addition from the

Corporate Governance Asia, the leading CEOs and CFOs in the

system of internal control, risk management practices are in place

region have professed how their companies value corporate gover-

in the company.

nance very highly and how they will continue to strengthen their

There should be a requirement for the chief executive officers
and the chief financial officers to provide assurance to the board

S E C T I O N

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

The board of directors of all the financial institu-

governing bodies have issued new guidelines or revised

ing for related party transactions, which require specific

S P O N S O R E D

protection of the rights of all the stakeholders.

is operating

The amendments made are in the areas of aligning

SHKP’s ICC and IFC standing on opposite shores form a magnificent gateway to Victoria Harbour

corporate governance structure in order to achieve a more robust
development of their business in the future.
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ternational Commerce Centre (ICC), is the tallest building in Hong
un Hung Kai Properties (SHKP) is one of the largest property
Kong spanning Vicotoria Harbour. It depicts the dazzling image
companies in Asia. It has a well-established corporate brand
of the Victoria Harbour Gateway together with the International
and has gained a world-renowned reputation for its top-quality
Finance Centre (IFC), which is also one of the company’s finest dedevelopments.
velopments. The company owns one of the biggest shopping centre
The company’s core business is property development for sale
networks in Hong Kong with malls strategically situated near to staand investment. It has a balanced income profile based primarily
tions of the Mass Transit Railway, which helps them benefit from the
on residential sales and commercial rentals. SHKP possesses a large
high visitors flows.
land bank for future business development. An important part of
In addition, SHKP continues to adopt a selective and focused
its prudent financial policies is to maintain abundant liquidity and
approach to invest in prime cities of the Mainland. The Shanghai
low gearing. The company has always received high credit ratings
IFC, comprising grade-A office space, a deluxe shopping mall as well
from Moody’s and Standard & Poor’s. Apart from its complemenas a 5-star hotel, is a stunning new integrated complex wholly owned
tary operations in the property related businesses including hotels,
by the company. The Shanghai ICC, another large integrated profinancial services, insurance and property management, SHKP also
ject of SHKP, located in the busiest commercial area of Puxi, is easily
has investments in telecommunications, information technology,
recognised thanks to its innovative design that incorporates both the
transportation, infrastructure and logistics. These investments prolocal metropolitan characteristics and many sustainability features.
vide growing recurrent income to the company.
SHKP is a good corporate citizen and dedicates its efforts to the
Good corporate governance has long been a cornerstone of
community, the environment, education and charity. The company
SHKP’s business philosophy. Managed by seasoned professionplaces great emphasis on environmental protection and adheres to
als who collectively formulate strategies to drive business forward
green principles in all aspects of its business, from planning and defor the best interests of the company, shareholders and employees,
sign to material sourcing, construction, landscaping and property
SHKP has received numerous international accolades over the years,
management.
which are the best testimony to its high standards of management
SHKP is confidently looking forward to a bright future with its
and effective accountability mechanisms.
commitment to quality and service. Chairman and managing
SHKP believes in “building homes with heart”, therefore it
director Raymond Kwok says: “It takes vision to build a successful
always puts customers first and strives for excellence in building
company and dedication to make it thrive. Our vision is to crepremium properties, and it also continues to aim at staying innovaate quality developments that reflect our commitment to excellence.
tive. Hence, its reputation for quality is highly trusted by customers.
SHKP is poised to capitalise on opportunities
SHKP is dedicated to building first-class develto grow and solidify our leading position.”
opments in Hong Kong and on the Mainland.
SHKP’s shares are listed on the Stock ExSHKP is optimistic about the long-term
change of Hong Kong and are traded over the
prospects for Hong Kong and the Mainland.
Email: ir@shkp.com
counter in the United States in the form of
It has built some defining landmarks in Hong
www.shkp.com
American Depositary Receipts. ■
Kong. SHKP’s latest jewel in the crown, the InCorporateGovernanceAsia 5 January-March 2013
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“We are committed”
For the past 10 years, Corporate Governance Asia has been holding dialogue with corporates and financial institutions across the
region on several issues surrounding corporate governance. We’ve
witnessed how the standards of corporate governance have evolve
during those decade-long discussions – thanks to the concerted efforts right up from the board rooms down to the employees.

“I believe effective corporate
governance is key to the Company’s
long-term development. Investors
and public expectations towards
enterprises are growing along with
the development of society, and a
high standard of corporate governance can contribute to a transparent and efficient corporate governance regime. This will improve the
Company’s systems and processes,
strengthen its strategic management and internal controls, as well
as enhance its understanding of its
operations, thereby promoting its compliance management
and sustainable growth to reflect its long-term value.
Mr. Dong Wenbiao
Chairman
China Minsheng Banking Corporation
People’s Republic of China

We would like to thank Corporate
Governance Asia and its readership base for this prestigious
award. Our company values
corporate governance very highly,
and we have practiced the highest
level of transparency in our
reporting. We have endeavoured to
treat all our stakeholders equitably, as we give great importance to
the partnerships that we have
formed through the years. In our
decision making process, due
consideration is always given to
minority shareholders.
We are happy to see that the market has recognized our
efforts in the area of corporate governance, as demonstrated

Indeed, we have achieve significant progress towards our cause to
bring these standards at par with the best international practices and
we hope will continue to work together for next 10 years or even
longer for the benefit of all your stakeholders. We know that we will
not fail as corporate governance is always right up there at the top
of the agenda of the leading CEOs and CFOs in Asia.

by the consistent awards we have received from different
award-giving bodies. It is our hope that that these best
practices will become the standard for both the public and
the private sector in the Philippines, to enable our country to
gain the global recognition that it deserves, and attract more
foreign investments to further stimulate our economy
Mr. Antonino Aquino
CEO
Ayala Land
Philippines
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China Resources Enterprise,
Limited is firm in its conviction
that a good and solid corporate
governance framework is imperative for the sustainable growth of
the Company and for enhancing
shareholder value. As such, we are
committed to attaining and
maintaining high standards of
corporate governance and adopting
principles that include a quality
board, accountability to stakeholders, open communication, fair
disclosure and this in turn enhances our management and internal controls, and improves our
long-term performance. Our commitment to good corporate
governance not only helps us earn our esteemed reputation
in the investment community, but also enhances our
competitiveness for truly sustainable growth, thereby
putting us in a better position to embrace new opportunities
ahead and helping us move towards our goal of becoming
the largest consumer goods company in China.

Good corporate governance practices
can earn a company trust and
confidence from stakeholders
through the transparent management system, which strengthens
competitiveness and protects the
company against conflicts of interest.
Good corporate governance is also a
tool to assess and monitor a
company’s performance, thereby
enabling the company to efficiently
conduct its business for the benefits
of shareholders, whilst taking into
account the interest of other stakeholders and maintaining business ethics and transparency.
Dr. Pailin Chuchottaworn, Ph.D.
President & CEO
PTT Public Company Limited
Thailand

CNOOC Limited upholds transparency and high standards of corporate governance as its core value of
a responsible company. Being a
growing international oil and gas
company, we have experienced
rapid development during the past
decade, which led to substantial
changes in our operational scale
and asset allocation. Our commitment to stringent corporate
governance practices and procedures that include well-developed
internal control and risk management systems enables us to operate steadily and efficiently
and fulfill the statutory requirements of regulators.
CNOOC Limited regards good corporate governance the
basis of sustainable development of the Company’s business. This belief is well endorsed by our Board of Directors
and management. We will continue to strengthen our corporate governance structure to achieve a more robust development of our business in the future.

“Manila Water Company, Inc.
always strives for the highest
standards of corporate governance
and values fairness, accountability,
transparency, and integrity in all
aspects of its operations. Even
before the formal adoption of its
Manual for Corporate Governance,
Manila Water had embedded good
governance practices in all aspects
of its business and thus, has been
consistently acknowledged as
among the
top companies in the Philippines that practice good governance. This commitment to good governance standards and
practice has provided Manila Water with a wider access to
funders and competitive credit rates for its projects that have
helped lower its cost of capital. It also won for the company
the confidence of investors and other stakeholders
and created a positive image of Public-Private Partnerships of
infrastructure projects in the Philippines.”

At Hang Lung Properties, we firmly
believe that strong governance is the
foundation to delivering our objective
of maximizing return on a sustainable basis for our stakeholders. The
core of the governance structure is an
effective and qualified Board of
Directors which is committed to
maintaining the highest standard of
corporate governance, sound internal
control and effective risk management, ensuring total accountability
and transparency throughout our
operations with the aim of earning the complete confidence of
shareholders and all relevant stakeholders. Good governance is
essential to corporate success and the responsibility for
achieving excellence should start with top management. The
Board of Hang Lung Properties is proactive at all times, with
Directors and management vigorously participating in and
guiding the formulation and detailed application of our strategy
and practices for business sustainability. We also instill the core
principle of good corporate governance into our corporate
culture. Our core values of Simplicity, Authority, Integrity and
Loyalty are strongly promoted via a variety of platforms and
channels throughout the Hang Lung family. All these qualities
set us apart as an outstanding corporation committed to
constantly strengthening our corporate governance standards
and aligning ourselves closely with international best practices.

Mr. Li Fanrong
Chief Executive Officer
CNOOC Limited
People’s Republic of China

Mr. Luis Juan B. Oreta
Chief Finance Officer
Manila Water Company Inc.
Philippines

Mr Philip N. L. Chen
Managing Director
Hang Lung Properties Limited
Hong Kong
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Mr. Chen Lang
Chairman
China Resources Enterprise, Limited
People’s Republic of China
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C eEOo & C fFOo s p e a k
Good corporate governance is
serving the common good of all our
stakeholders and ensures the
long-term sustainability and growth
of our businesses. It is a necessary
vehicle which effectively promotes
the best interests not only of the
Company and our shareholders, but
also our customers, business
partners, suppliers, our tenants, our
employees, the government and our
host communities. Good governance
is a mindset that we have long
adopted to build a culture of accountability and transparency.
This, in turn, has earned for us the trust, confidence and
long-term relationships with our stakeholders. It is our way of
nurturing our businesses. Every stakeholder involved has
made it possible for SM to grow and become a market leader.
Today, SM is one of the largest conglomerates in the Philippines
in just more than five decades of its existence.
Mr. Jose T. Sio
Executive Vice President and CFO
SM Investments Corporation
Philippines

Good corporate governance (CG) is a
fundamental factor to achieving
sustainable success of every organization. Having realized this great
importance, good CG solidly
underpins the policy for business
operation of PTTEP Group on our 5
ultimate goals: Growth, Prosperity,
Stability, Sustainability and Dignity.
We view good CG as a shield to
protect our Company from frauds or
conflicts of interest. On the other
hand, it is a catalyst to help enhance
PTTEP’s potential for competitiveness and build confidence among the investors and stakeholders. With good CG being consistently implemented throughout
all areas of PTTEP operations worldwide, it empowers PTTEP
to deliver businesses with the highest performance, efficiency,
effectiveness, transparency and ethics; thereby attaining the
trust of our stakeholders. We truly believe that with good CG
practices, PTTEP’s vision of become a leading Asian E&P
company driven by technology and green practices can be
sustainably accomplished.
Mr. Tevin Vongvanich
President and Chief Executive Officer
PTT Exploration & Production Public Company Limited
Thailand

As the lifeblood of every responsible
company, corporate governance
dictates development and future.
Yip’s Chemical believes that good
corporate governance not only
increases the transparency and
competitiveness of a company, but
can also safeguard the rights and
interests of its shareholders,
employees, customers as well as
suppliers. As the industry leader, the
management team of the Group
concerns themselves very much with
corporate governance and is
committed to implementing a corporate governance model of
the highest standard and to advancing with the times.
Since 2012, the Group has started setting new designs and
new positioning for its management structure. The original
three-tier structure consisting of a board of directors, a board
executive committee and a group management committee has
now been streamlined into a two-tier structure comprising a
board of directors and a group executive committee. With a
clearer positioning, a more compact configuration and a quicker decision making process, the new management structure has
laid down an important cornerstone for the long-term healthy
development of Yip’s Chemical.
Mr. Stephen Yip
Chairman of the Group Executive Committee
Yip’s Chemical Holdings Limited
Hong Kong

What are the benefits/rewards of good
corporate governance practices?
Public Bank is fully committed in
upholding the highest standards in
corporate governance. As a custodian
of public funds, the Bank recognises
the importance of public trust in the
Bank’s businesses and the long-term
fulfilment of its corporate mission.
Good corporate governance has
always been the practice in the Bank
as it forms the foundation for public
trust and confidence and promotes
customer loyalty. Also, the Bank’s
excellent record in corporate governance contributes to the
Bank’s long-term success through sustainable profitability, high
productivity and efficiency. Over the years, the long embedded
culture of transparency and integrity of the Bank has continued to
be recognised with numerous international and national awards.
For the economy as a whole, companies with effective corporate
governance framework build the confidence that is essential to
sustainable economic development. Adherence to sound
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corporate governance practices helps to enhance the efficient use
of resources and improve access to lower-cost capital that lead to
improved corporate performance. It also helps businesses to
weather economic uncertainties since well-governed companies
tend to deliver more sustainable value.
Tan Sir Dato’ Sri Dr. Teh Hong Piow
Founder and Chairman
Public Bank
Malaysia

The key benefit of good corporate
governance is the sustained creation
of long-term shareholder value, with
improvement in share value and
investor confidence. Security Bank’s
market capitalization is now at USD
2.2 billion, close to 4 times from the
USD 620 million level 5 years ago,
driven by the delivery to investors of
long-term sustainable growth and
increased transparency resulting
from a more active regulatory
mechanism covering governance,
risk and compliance.
The impact to reputation is likewise substantial. The
Bank’s Awards as “Bank of the Year 2012- Philippines” (from
The Banker of Financial Times of London) and “Strongest Bank
in the Philippines,” (from the Asian Banker 500), in addition to
various local and international citations are based on feedback
from various market players, such as shareholders, investors,
customers, business partners and other stakeholders, who have
linked good corporate governance practices with the sustained
record-high performance of the Bank.
Mr. Alberto Villarosa
President and CEO
Security Bank
Philippines

Corporate governance has evolved
and grown significantly in the last
decade. Many countries have
issued corporate governance codes
that typify “good” corporate
governance which contribute
towards increased transparency
and disclosure. Adapting good
corporate governance can help
reduce the cost of capital, mitigate
risk, enhance investors’ confidence
and corporate valuation which
could in return help the company

raise capital more efficiently & effectively. It also helps
improve access to capital and financial markets as well as
leading to a better system of internal control and brand
development. During the market downturn, a well-developed corporate governance can help the company avoid
pressure of undertaking serious corporate governance
reforms at a high cost and upon the demand of outsiders.
Investors are always attracted towards well governed
companies because such companies adopt transparent
governance policies and have better financial accountability
and higher profit margins. A sound corporate governance
also helps with stability of stock prices. It provides the
proper incentives for the board and management to pursue
objectives that are in the interest of the company and
shareholders, as well as facilitate effective monitoring. It
also ensures that shareholders are sufficiently informed on
decisions concerning fundamental issues like amendments
of statutes or articles or incorporation, sale of assets, etc.
Last but not least, it provides shareholders with greater
security on their investment.
Mr. Daniel Wu
President and CEO
Chinatrust Financial Holding Co Ltd
Taiwan

Corporate governance is a set of
structures and processes of the
relationships between the Company’s board of directors, management and shareholders. It is an
essential character of the Company
which means that it has efficient,
transparent, and able to be audited
management system that creates
trust and confidence amongst its
shareholders, investors, other
stakeholders and all relevant
parties. Corporate governance
helps the company to continually improve overall performance; it not only boosts the Company’s competitiveness,
but also the Company’s growth and long-term shareholder
value. Adoption of good corporate governance practices
additionally provides stability and sustainability growth to
the Company. All national and regional awards and recognition are additional consequence from the Company’s good
corporate governance practices which help enhancing the
Company’s image in the public eye as a transparent,
accountable and trustworthy company.
Dr Anusorn Sangnimnuan
President
Bangchak Petroleum Plc
Thailand
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Adopting the best corporate governance principles is key for Esprit
Holdings as it pursues to deliver
shareholders value. Corporate governance serves as the foundation for
the company as it implements its
strategy and
direction while reinforcing its stature
in the global business community.
The company adopts a sound
system of risk management and
internal control to safeguard the
integrity of the business activity. It
has different corporate governance-related committees, which
ensure that every effort is being made to affirm that they are
firmly committed to a set of ethics and principles to enhance its
relations to investors, business partners and to
the community where it operates.
Mr. Thomas Tang
CFO
Esprit Holdings Limited
Hong Kong

We believe that good corporate
practices have contributed
significantly to better operating
and market results for the Bank
and are essential in generating good business prospects in
the long-term.
With better control environments and accountability,
the Bank was managed very well and business performance was excellent across all segments. In 2012, net profit
grew 36% versus 2011 figures and was 14% over earnings
guidance. The implementation of best governance practices
also earned for the Bank the Silver Award from the Institute
of Corporate Directors and the Best of Asia Award from the
Corporate Governance Asia.
These twin positive results were reflected in improved
investor perception. As of March 1, 2013, BDO share price
went up to an all time high of PHP99 per share. BDO stocks
were traded at 22 times earnings per share and were worth
about 2.3 times the book value. The stock rights offer in June
2012 for the Bankâ€™s capital raising was fully subscribed. Subordinated debt issuances were oversubscribed
as well. These clearly show that good corporate governance practices promote confidence and good reputation of
the Bank in the market place that enable it to attract business and capital to generate long term economic value to all
its stakeholders.
BDO Unibank, Inc
Philippines

Many benefits are derived from
adhering to good governance best
practices, particularly the trust
developed with external stakeholders which translates into the
company’s ability to mobilize
capital efficiently and be appropriately recognized for strong performance. This trust is even more
critical in the commercial banking
business, as we are entrusted with
other people’s money.
A well-governed bank with
clear values, stated internal stakeholder expectations and
comprehensive policies ensures sound, stable, and sustainable business development and growth. Good governance
also ensures that the interests of all shareholders - minority
as well as majority - are safeguarded. In addition, corporate
governance supports more transparency of business conduct.
For the Bank of Ayudhya (Krungsri: BAY) our strong
reputation for good governance not only fosters greater
confidence and trust by depositors and investors, but also
help to enhance our competitiveness in an evolving global
market place.
Mrs. Janice Rae Van Ekeren
Chief Executive Officer
Bank of Ayudhya
Thailand
Corporate governance is a central
and dynamic aspect of business.
‘Governance’ derives from the
Latin ‘gubernare’, meaning ‘to
steer’. Good corporate governance
will drive a company to succeed.
Sometimes, an outstanding
performance could be due to
excessive risk-taking, resulting in
good performance during a
particular period. It may not be
sustainable. Evaluation of
management proposals requires
an open and transparent culture
where the board of directors are encouraged to challenge
assumptions and evaluate alternatives. It helps to reduce
investment risks.
The essence of good corporate governance ensures
trustworthy relations between corporation and stakeholders. It involves a lot more than compliance. It is a culture
and a climate of Consistency, Responsibility, Accountability, Fairness, Transparency, and Effectiveness being
Deployed throughout the organization, which we called
CRAFTED principles. In short, good corporate governance
will protect and advance shareholders’ interests through
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setting strategic direction of a company and monitoring
capable management to achieve this.
Dr Kelvin Wong
Executive Director & Deputy Managing Director
COSCO Pacific Limited
People’s Republic of China

“As SCG is celebrating its 100th
anniversary this year, SCG is
demonstrating the long term
rewards of good corporate governance which has led to its sustainable growth with the well-balanced
improvement of the economy,
environment, and society throughout
the years. At the very heart of the
company, SCG’s 4 Core Values has
always been both the principle and
the means to guide all employees
along the lines of good corporate
governance. These values comprise: Adherence to Fairness,
Dedication to Excellence, Belief in the Value of Individual, and
Concern for Social Responsibility. Having embedded these
values in every aspect of its activities, SCG can earn the
confidence and support from all stakeholders such as investors,
financial institutions, governments, employees, general public,
and business allies as well as trust in doing business with SCG.
Most importantly, it draws talented candidates to employment
and encourages its people to deliver to the best of their ability.”
Mr. Chaovalit Ekabut
Vice President-Finance and Investment & CFO, The Siam Cement Group
President SCG Investment
Thailand

“Maintaining a good, solid, and
sensible framework of corporate
governance has been and remains
one of CLP’s top priorities. We value
good corporate governance because it
enhances credibility and promotes
and safeguards the interests of
shareholders and other stakeholders.
Strong corporate governance reduces
risk premia required by investors,
thereby optimising cost of capital
and enhancing corporate competitiveness. It is important to recognise
that corporate governance is, above
all, a matter of culture - a conscious decision to do the right
thing as a company. A formal structure of policies and system

can only work effectively within an overall culture of honesty
and integrity. That is why our Corporate Governance Code is
complemented by our Value Framework, which sets out the
principles and ethics we apply in the management of all of the
economic, social and environmental aspects of our business. As
we strive for excellence in corporate governance alongside
many listed companies in Hong Kong, each of us is making a
contribution to Hong Kong’s reputation as a world-class
financial centre for local and overseas investors.”
Mr. Andrew Brandler
CEO
CLP Holdings Limited
Hong Kong

Good corporate governance is
essential to any successful enterprise.
In our endeavor to become a leading
financial institution in Asia, Fubon
has striven tirelessly to implement
the best practice in corporate
governance since its inception.
Fubon set the standard as the first
listed company in Taiwan to adopt
the independent board of director
system. In addition, Fubon was the
first Taiwanese financial institution
to offer over one-third of it board of
directors seats to independent
directors. Such practices elevate the quality of internal discussion and scrutiny and increase the transparency of board
decisions, which enable Fubon’s management team to leverage
the wisdom of experience in devising and refining ways to
successfully navigate Fubon and its customers through both
high and low economic tides. Our insistence on good corporate
governance has earned the recognition and confidence of our
shareholders and customers, which are the required fuels of
healthy long-term growth.
As the largest financial holding company in Taiwan in
terms of market capitalization, Fubon appreciates the accolades awarded by the investor community. At the same time,
Fubon is aware of the responsibilities of being a leader and will
make every effort to merit such recognition by continuing to
insist upon the adoption and implementation of the best corporate governance practices that will cement Fubon’s position as
one of the most profitable and best-governed financial institutions in Asia.
Mr. Daniel Tsai
Chairman
Fubon Financial Holding Co Ltd
Taiwan
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“At San Miguel, we don’t see
strategy and corporate social
responsibility as separate. At the
heart of the relationship between
our businesses and society is not
just the charitable and philanthropic deeds that we do (although this is
important in itself), but business
imperatives that are aligned to the
greater good. In other words, when
we assess our CSR efforts, we ask
ourselves whether we are doing our
day jobs in ways that help the broad
majority. And I think in this regard,
we are more successful than most companies.
Our vision is to contribute to a strong Philippines, where
our businesses create new jobs. Where the cost of basic
services like electricity, water or fuel is well within the reach
of every Filipino. This is why our key priorities for investment today include the energy and infrastructure industries.
These are businesses that can make a measurable difference
for our nation and propel our country forward.
At SMC, we combine commitment to achieving our business goals with responsibility to a wider public trust”

Corporations with good corporate
governance practices are responsibly directed and managed. The
management of these corporations
often demonstrates excellent
executional abilities and strong
analytical skills, integrally manage
risks at all levels and lead the
corporations to significantly
outperform other market players.
While strong corporate governance
maintains investors’ confidence,
high levels of corporate transparency and disclosure are also promoted which brings about
accountability, credibility and higher market valuation.
It has always been our goal to strive for excellence in
corporate governance to generate fruitful results and excel
in property development sector. Our recent HK property
launches illustrate the importance of corporate governance
in bringing about business accomplishment. We believe the
operational performance of a company is enhanced if good
corporate governance practices, which ensure synergy and
teamwork among different business units of a company, are
promoted.

Mr. Ramon S. Ang
President and COO
San Miguel Corporation
Philippines

Mr Adrian Cheng
Executive Director and Joint General Manager,
New World Development Company Limited

Since incorporated in 1993, Genting
Hong Kong has been pushing the
envelope in the Asia-Pacific tourism
industry with corporate governance
ingrained across our key businesses
including Star Cruises, Norwegian
Cruise Line and Resorts World Manila.
Throughout the years, our uphold on corporate governance has
fueled Genting Hong Kong’s underlying discipline in all aspects
of our operations, especially asset allocation, yield management
and building a network of suppliers and partners. This guided
us to achieve economic success and sustainable growth and
thus increased value for stakeholders. The company also
contributes to the underprivileged and the local communities
where we operate in through ongoing corporate social responsibility initiatives.
As Genting Hong Kong celebrates 20th anniversary in 2013,
the Asian Excellence Recognition awards validate our belief in
corporate governance. Looking ahead, strong corporate governance will continue to hold a fundamental and integral role
across our business practices, management and responsibility
to our shareholders.

Ethical and sound corporate
governance practices are critical to
enhance and retain stakeholder
trust across customers, employees,
investors, vendors and shareholders. At Infosys, we follow a Code of
Conduct and Ethics and the Values
Training Program to ensure that
all employees assimilate our
corporate and business values and
practice them in their daily
work-life. Our disclosures always
seek to align with the best practices
in international corporate governance. We also endeavor to
enhance long-term shareholder value and respect minority
rights in all our business decisions.
Our corporate governance practices are regularly recognized by benchmarking companies across the world and we
continuously strive to raise the bar on global practices for corporate disclosures to ensure transparency and accountability.

Genting Hong Kong Ltd
Hong Kong

Mr. Rajiv Bansal
Chief Financial Officer
Infosys
India
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Whither corporate governance?
Today, the governance of enterprise risk and sound business ethics are fundamental
to corporate governance and seem likely to dominate its future

By
Bob Tricker

I

nevitably, at anniversaries we tend to
look backwards as well as to the future.
So it was when I was invited to write for
the tenth anniversary of Corporate Governance Asia.
To my surprise, my first research into
boards of directors was published1 in
1978. Deloittes, the accounting firm, had
asked me to see whether audit committees
with independent outside directors would
work in the UK, after they had been successfully introduced into the United States.
I discovered that, although many British
companies had non-executive directors on
the board, there was no concept of director independence. The opinion in London
seemed to be that outside directors could
be useful to bring experience to the board;
about a third was the probably the maximum number, and certainly never as many
as half ! How that thinking has changed
over 35 years!
In the 1970s, the focus was on management. The phrase ‘corporate governance’ was not yet in use. In 1984 it appeared as the title of a book2. Interestingly,
many of the issues that affected boards
then – the separation of board chairman
from CEO, the use of board committees
Tricker R. I. (1978), The Independent Director, London,
Tolley and Deloittes

1

Tricker R.I. (1984), Corporate Governance, London, Gower
and the Corporate Policy Group

2

Tricker, Bob (2009, 2nd edition 2012), Corporate Governance - principles, policies and practices, Oxford, The Oxford
University Press.

3

with independent non-executive
directors, the complexity of corporate groups, for example - are
still relevant. But two topics then
thought important have waned:
employee directors and two-tier
boards.
In 2009, I wrote another
book with the title ‘Corporate
Governance3.’ By now the subject had matured; so this was a
text book. I argued that corporate governance had two sides:
performance and conformance.
On the performance side boards
were involved in formulat-

===

“

===

”

===

On the
performance
side boards
were involved
in formulating
strategy and
turning those
strategies
into business
policies
===

the right-hand column reflecting
performance and the left-hand
conformance.
Of course, boards have to
work with and through management. This was recognized by
Professor Fred Hilmer, for many
years with consultants McKinsey
and now Vice-Chancellor of the
University of New South Wales
in Australia. He improved my little matrix with a cell in the middle showing interaction between
board and management (figure 2).
Hilmer published this idea
in the first Australian corporate

Figure 1
The basic board perspectives and processes

ing strategy and turning those strategies
into business policies. Whilst on the conformance side, directors monitored and
supervised management, and provided
accountability to legitimate stakeholders,
particularly the shareholders. The matrix
in figure 1 tried to capture the idea, with
C
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governance report, under the splendid title
Strictly Boardroom . This was named after the film Strictly Ballroom, portraying
the world of competitive ballroom dancing, in which creativity, originality and innovation had been sacrificed to inflexible
and inhibiting rules. This was the danger
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gic risk management and board
facing corporate governance
room ethics were further reinpractices, Hilmer argued, con===
===
forced in 2008 as banks around
formance and compliance could
In Chinese
the world collapsed. Many fiovershadow improved corporate
family
nancial
institutions had to be
performance.
businesses,
bailed out by governments.
But the corporate gover- which dominate
Lehman Brothers was allowed
nance practices now enshrined
trade in Asia
to fail, taking the savings, the
in codes around the world all
Pacific, trust,
investment, and the livelihoods
broadly reflected the ideas origirespect and
of many with it. The collapse of
nally developed by Sir Adrian
loyalty between
confidence and the subsequent
Cadbury in his seminal report.
those doing
recriminations are likely to conThen Enron collapsed. Albusiness are
though, on the face of it, Enron seen as far more tinue to affect board rooms, the
audit profession, the credit ratfollowed all the corporate govimportant than
ing industry, and the regulators
ernance shibboleths: the board
legal contracts
for decades to come.
was dominated by independent
===
===
Corruption,
dishonesty,
directors, all well experienced,
and unethical business pracsome quite eminent; the retices abound around the business world.
quired board committees – audit, nomiMany people no longer trust business. Yet
nation, and remuneration - were in place;
at heart, business is based on trust. The
the role of chairman of the board was
Western concept of the joint-stock limitseparate from the CEO (unusual in many

“

ernance codes. Today, the governance of
enterprise risk and sound business ethics
are fundamental to corporate governance
and seem likely to dominate its future. n

holds Honorary Professorships of the Open University
of Hong Kong and Hong Kong Baptist University. He
was Professor of Finance in the University of Hong
Kong Business School from 1986 to 1996. A retired
Fellow of the Institutes of Chartered Accountants and
Chartered Management Accountants, he served on the
Councils of both bodies. After a few years as a fi-

By

nancial controller in industry, he studied at Harvard

Professor
Gregg Li

Business School and Oxford University, where he held
the P.D.Leake Research Fellowship. He was the first
professor of information systems at the University of
Warwick; then Director of the Oxford Centre for Management Studies (now the Saïd Business School associated with Templeton College, Oxford); and a Research
Fellow of Nuffield College, Oxford, where he undertook

Figure 2
Improved frame-work for analysing board activities

to use the title Corporate Governance. His
original research study on aspects of corporate
governance was The Independent Director
(1978). Subsequently, he wrote International
Corporate Governance - text, cases and readings (1994), edited Corporate Governance
(2000) in the Ashcroft series on the History
of Management Thought, and is the author of
The Economist Pocket Director (1996, 1998,
2000 and in Russian, Bulgarian and Chinese,
the post Enron edition, published in 2003 as
The Economist Essential Director, and the
5th edition 2009 published as the Director).
His most recent book is Corporate Governance
- principles, policies and practices, Oxford
University Press (2009, second edition 2012).
He has taught doctoral and masters courses for
universities in Australia, Canada, Hong Kong,
and the UK; and has run many programmes
for directors, including the UK IoD and the
Australian IoD. He also contributed to the Canadian programme on corporate governance for
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Lesson 3: Being Different

of Corporate Governance - an international review, and

the research in1984 that led to the first book

ed-liability company is rooted in trust. A
legal entity is incorporated in which the
shareholders trust the directors to act loyally on their behalf. In Chinese family
businesses, which dominate trade in Asia
Pacific, trust, respect and loyalty between
those doing business are seen as far more
important than legal contracts.
Neither business risks nor business ethics figured in the original corporate gov-

SERIES 3

• R. I. (Bob) Tricker D. Litt was the founder-editor

”

large US corporations). What the Enron
board had missed was that the company’s
risk profile had subtly changed as its business had shifted from energy production
to trading in energy derivatives. Moreover,
the directors misunderstood or ignored the
ethical implications of the chief finance
officer creating special purpose entities to
shift massive debt off the balance sheet.
The need for rethinking both strate-

learninG the tao in Corporate GovernanCe

Russian professors.
• Dr. R. I. (Bob) Tricker lives in Devon in the UK and,
with his wife, is working on a textbook on modern business ethics. He holds visiting/honorary professorships of
two Hong Kong universities.

Hilmer, Frederick G (1993), Strictly Boardroom, - improving
governance to improve company performance, Melbourne, The
Sydney Institute and Information Australia,
5
Cadbury, Adrian (1992), The Financial Aspects of Corporate
Governance, London, Gee and Co.
4
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orporate Governance is not simply about complying with stock
exchange rules and regulations (although in reality many firms that are listed
have done just that.) If you can’t even achieve
those you are no better than a high school
graduate when everybody else is a university
student. An outcome of CG is about contrasting from the competition, or standing
out from the surrounding. CG is about winning and knowing how to beat your competitors because your systems and architecture
are more refined and simpler; allowing you
to capture and dominate your markets faster
and better. Corporate Governance is about
the development of governance and management systems that can help an organization transcend generations and locations, and
doing so better than your competitors. CG is
about being different where those differences
are relevant.
Sir George Cox, the former Chairman
of the UK Design Council, reminded us
that when the Concord airplane was built, it
was a design marvel. It could fly faster, farther, and do so in better style than any other
competitors. But it flopped. The core reason
was not the design, but how the environment
has moved on and how well New York airports accepted this challenge. The Concord
was noisy, and burnt tremendous amount of
gasoline during the time when fuel price took
off to the stratosphere. And the 747s were
more popular and much easier to put on the
ground (and some said more politically appealing to the ground and support crews in

New York). The Concord business went under and so did its Board of Directors.
The world’s forces don’t act independently any more, and the design of the Board that
is contextually based, will change.
Architecture, or realistically what I called
the application of art, is contextually based.
There’s this ongoing argument about separating the role of the Chair and CEO and
where in UK, this best practice was said to
encourage a balanced view in the boardroom.
But what is true for UK may not be true for
your industry. Whether the CEO and Chair
should be separated is determined more by
the nature of the firm and the environment
that it operates in than by any fixed codes.
In the long run, it is not any single factor but
a combination of a company’s governance
structure, processes, and active ownership
unique for that industry that will bring about
a higher level of performance.

Chairman’s Exercise on
Being Different
1. If your competitors’ boards are
simpler, then your board is too complex.
What would you do to make your board
simpler?
2. Have your key competitors hired
a Chief Risk Officer? Established a Risk
Management Committee?
3. How are they differentiating the
work between the audit committee and
the risk management committee? What
are they doing to avoid a turf war between these two committees?
In reality, risk has always been managed
and the overlap between management and
risk management is vague. Before the days of
Audit Committee, managers would be tasked
with this. Before the days of Risk Committee, the Audit Committee would be tasked
with risk management. Today, specific teams
are set aside just to build the system of ERM
orporateGovernance
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and to monitor its effectiveness. We have Risk
Committees, Risk Profile, Risk Tolerance
Statements, and Chief Risk Officers. Time
has changed indeed. The market dictates.
If a director doesn’t really understand or
be able to articulate the values that are being
created, then the directors don’t really understand the business and more importantly, how
to direct the company in view of the values
that are being created, destroyed, and recreated every day.
A good chairman continually reminds
everyone what they are doing and how they
are doing them in ways that would make
sense and purpose, and how to be different.
There are better things to do on a Saturday
morning than sitting around debating which
suppliers to use or which employee to fire. A
great chairperson will find the time to remind
others what key questions we need to ask. A
great chairperson knows when to keep things
simple, and conversely, question that simplicity when it is too simple while making the firm
and its purpose uniquely theirs.
One final lesson: don’t be fooled into believing that having a more robust and stronger infrastructure in risk management and
risk oversight will prevent the inevitable from
happening. Remember your first lesson.

Conclusion for Part One:
The Zen Style of CG
This first part was about some fundamental
tenets that young artists should grasp, in their
journey in becoming a real true to form, artist. We touched on simplicity, balance, and
being different, in each of the chapters. To
many, these are seen more Asian values or
Zen-like than other values. Let me close this
section with a calling for boards to be more
resilient by taking note of what some Asian
boards are doing in handling crises. I am trying to help the reader appreciate the Asian
flair in creating his or her own governance
tapestry, without undermining or depreciating their own.

i nN s i g h t s
Since the majority of my board remedial experiences have been with Asian firms,
I can only use those as my reference. What
struck me were the resilience of a majority of
these Asian firms and their capacity to copy
or amend working CG practices despite the
Global Financial Crisis in 2009 / 2010 that
hit and crippled other firms in Europe and
the US. Asian firms had more cash in general, and were less prone to install practices or
systems that would restrict themselves. Other
than a few places like China and Singapore,
few economies would follow the SOX model
that has taken root in the US. They believed
more in the market.
Hamish McRae (2010) said recently in
his article in the Independence1 , that the
winds of change are coming from emerging economies….and that “This shift is not just
about economics; it is also about ideas. We are moving
from a period when most of the ideas that have driven
the world economy have come from the West, to one
where many will come from the East – and the rest
of the emerging world.” With that as an introduction, my aim here is to identify what some
companies in Asia are doing in terms of CG,
in response to the Global Financial Crisis,
that may have implications for other firms in
and outside Asia. Not everything is grand and
one should only take note of those which appeared to have worked, and learn from them.
None of these Asian practices is a tale of
perfection and each practice has flaws. Each
is like an adolescent, trying and testing assumptions and authority as it tries out new
behaviors. But these are examples of collective human behaviors that I have found
both fascinating and inspiring of which I
believe have powerful common messages for
us armchair experts. By learning to see their
existence, we are adjusting our brains to learn
to read new possibilities. Corporate governance is an art form that keeps evolving. It
is never static. “The best form of Corporate
Governance to me is one that can adapt and
evolve,” said Robert Tricker many years ago.
Collectively these practices are what
I am calling “Bamboo-based” Corporate

Governance2. That is, I am seeing innovative
boards overlaying several girdles of elastic
CG practices that can respond quickly and
with control, to crises, on top of their existing
Anglo-Saxon models. The aim appears to try
to enhance a firm’s immunity, and to extend
the board’s flexibility and elasticity. I am seeing a movement away from stiff rules-based
and systems-based type of corporate governance, as I am reminded that without the
ability to bend with the wind, towering structure will easily collapse. I am reminded of the
capacity for human beings to stretch, inspired
by leaders who demand more than they can
deliver, and how the system of governance
quickly embraces change as the organization
stretches, and reorganizes itself around the
company that is constantly evolving.
Although difficult to generalize, in Asia
most companies never delude themselves
that they can plan for the future, that any system is ever sufficient in itself, as the future of
Asia for the last few centuries has always been
unpredictable. The East Asian Financial Crisis in 1997 in retrospect has helped in that it
hardened the strengths of the banks and reserve ratios were dramatically increased. And
it gave a wake-up call to companies not to
be too reliant on bank financing. Being able
to respond rapidly, should situation changes
against plans, is more the norm if there is
such a thing. Installing a heightened sense of
awareness and not being reliant on any single
form of information appears to be the norm
of many of these best-in-class corporations.
Proximity of directors and concentration
of talents within the same time zone has been
to Asia’s advantage. Centralized leadership
in this case with the right quantity will speed
up decision-making, (although one can also
argue that too much of it can lead to dangerous one-sided decision making.) A suspicion
that no system is temper-proofed has meant
that some boards have rather relied on being
responsive than trying to make plans to cover
all contingencies. Perhaps it is the turbulent
nature of the economies and surrounding
economies in Asia that have persuaded some

McRae, Hamish, 2010, The Science of Success: Hamish
McRae on what works – and why. January 11, 2010. Monday.
Independence. http://www.independent.co.uk/news/business/
analysis-and-features/the-science-of-success-hamish-mcrae-onwhat-works-ndash-and-why-1863727.html.

tally friendly practice has gone on for centuries and has now
integrated nicely with modern-day practices using steel and
aluminum framework. Likewise, if not used, tied together, and
applied professionally, bamboo scaffoldings can quickly come
apart. Good tools are good to the extent in the environment in
which these can be used. Take them out of their natural habitat
and take away the support infrastructure and the tool becomes
ineffective.

1

Readers who have been to Hong Kong may have noticed that
some buildings use bamboo as scaffoldings. This environmen-

2
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Asian companies to be more principle-based
and now more “response-based”, than being
rule-based as practiced principally in the US,
parts of Japan, Singapore, and even China.
Extending Early Warning Further
Perhaps the Indian Ocean Tsunami on 26
December 2004 gave a wake-up call to Asian
businesses that unexpected events can have
fatal and lasting effects on any business. As a
result of the Tsunami, buoys and perimeter
signals have been installed in strategic and potentially dangerous waters outside Thailand’s
waters to raise alarm bells. Support to the development of the national end-to-end multihazard early warning system became a reality
with the assistance of the United Nation.
What does this mean to the average
Chairperson? This means boards in Asia are
relying on many layers of intelligence gathering to sense and see how to be more responsive. It is like watching giants taking baby
steps, with each step watched and monitored
by a host of monitors.
The need for multi-dimensional monitoring system and red flags is not new, and
many organizations outside Asia have these
systems in place. Someday soon a few leading
boards will even have Governance Information System that is linked to their iPhones
and iPads, Blackberries, or even Amazon’s
Kindles carried by the directors, that would
update emergent risks within hours. Red flags
are not new; how being adamant enough
to spend the necessary resources and begin
to recognize the need seems to carry more
urgency for an increasing number of Asian
boards. The frequency (rapid back and forth)
and myriad channels of information collection appear to be different. As an example,
one chairman who was in the hotel business,
collected in his library the annual reports of
every hotel in the world, and he relied on
his team of international lawyers and accountants to collect information to him on a
weekly basis.
The idea is that the sooner one learns
of the impending doom, the more time one
can build up a series of measures to respond.
In a panic situation, time is of the essence.
I am seeing many Asian companies extending their rings of protection further outward,
relying on as many more channels as possible. Many good boards are no longer accepting surprises as a norm of business, and

are requesting for more communication to
enhance internal transparency, not less. In
the old Hong Kong, clubs were used for intelligence gathering. The Hong Kong Club,
sitting next to the old Legislature building
in Hong Kong, was once the meeting place
where government servants could meet with
tycoons. These clubs were the remnants of
the British colonial empire.
Examples of how bamboo-based Corporate Governance may have been working do
vary in how this is being done with an Asian
twist. The key is to enrich the amount of
qualitative as well as quantitative information
and rely less on rigid systems but on many
layers of informational network that build on
the culture, or the interactive and diagnostic
systems in place, and boundary systems practiced elsewhere.
Let me cite some examples here:
a) Mandatory dining before next day’s
board meeting: Asians are keen to socialize through dining. Many boards in
Asia have a mix of local and international
directors. Often the international ones are
not too familiar with the local culture or
the business context. As a result, those flying into a country would demand that longer board meetings be held. Board meetings running into several days, given the
directors are in town anyway, can happen.
In one of the boards that we have worked
with, they instituted a mandatory dinner
where they will talk about the purpose and
run-down of the board meetings to come,
rather putting more sanity to the agenda
items. Red flags are screened first. Building
trust through shared eating as an excuse is
always an effective weapon.
b) Informal health-checks: Board review
is a good feedback mechanism and many
Western boards are doing this and in the
UK, such practice is mandatory. In Asia,
instead of having formal performance review of the board, as this can often get to
be too robotic and face-losing, a few boards
have started to set their first board meeting
of the year as a time for reflection. They
would simply ask each director to identify
‘three highs’ or three good things or practices that they should continue to do; and
‘three lows’ or three things that they should
do less of. Sometimes all one needs is
dialogue. Even today, many leading Asian
companies have not implemented rigorous

performance management systems that
have been endorsed in the West, as giving
direct feedback is very much cultural. Indirect is probably used as much as direct
feedback.
c) Keeping family values and extending those to employees: It is not a surprise to learn that loyalty means a lot when
working for family businesses. In Asia,
when more than 60% of the listed vehicles
are owned by families, the culture of family firms does permeate in many organizations and the extent to how this is done, can
be a useful lesson. Family-owned and run
organizations are less prone to firing staff
when times are bad; or giving huge incentives when time is good. Employees became
loyal when they realized that the family
has kept them on, despite losses and the
Global Financial Crisis. Families are more
long term. How trust is institutionalized is
quite different for many Asian companies.
Instead of having systems of control that
need to be continually calibrated, many
leaders have relied on understanding and
trusting their employees, using outdated
IT and management systems that may
not fit together, but encouraging staff to
be the cushion and connectors to tie these
systems together. Of course, too much of
family style management and we run into
a whole series of nepotistic behaviors that
are counter-productive. To overcome this,
some Asian family firms are very strict on
how family members can be brought into
the business, and thus far simple guidelines
appear to be sufficient. Just a smidgeon of
family style management appears to be
the right balance. The cousin coalition of
the Aboitiz family in the Philippines that
owns and runs power plants to shipping is
a good example where separation of family
governance and business governance has
worked.
d) Prefer Cash: High gearing and taking
on more risks can lead to higher ROE,
and in the days of my MBA class this was
often preferred over cash. Asian firms in
general like to have a lot of cash, for those
just-in-case circumstances. As a result of
the Global Financial Crisis where liquidity
was difficult to come by, having excess cash
made all the difference. The extra cash
allowed those with reserves to buy up the
competitors and they did. A few families
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with their deep pockets began to buy under-valued companies in their supply chain
during the Global Financial Crisis and had
the cash reserve to do so. One can almost
imagine the position that they would be after the storm has settled.
e) Go for market share: Another strange
twist is that some Asian firms in the past
have been known to grab market share
at the expense of short-term profit. We
questioned their sanity. During the Global
Financial Crisis some of the factories in
Southern China also came under new and
tough personnel policies, strong RMB, and
expensive supplies that reportedly more
than 30,000 closed. Only the biggest ones
with the largest market share seem to have
the clout to hold the banks and suppliers at
bay. Being big now has its advantages. And
since they held the largest market share, the
buyers were not as demanding on pulling
in the credit and basically left them alone
as these buyers wanted certainty as all the
other suppliers were folding. Some buyers even gave these large factories better
terms, longer credit, and more cushion, as
they needed final products to sell. In times
of trouble, the one-eye person becomes the
king in the land of the blind.
Moderation has always been a virtue and
well respected by Asians. Going to extreme
and be extreme with any one position is
something that Asians, if we are to generalize, often find abnormal and not preferred.
The Chinese called this being harmonious.
A bit of cushion, strong favor-bank with
the society through Corporate Social Responsibility, extra cash reserves are all practices that have been used by successful Asian
companies. These practices are also being
used by many organizations with much success outside Asia. Again, this is nothing new.
The difference lies in how these are made to
work in consideration of the context or the
ecosystem.
I guess the one cultural trait that many
Asian firms have ascribed to, is to be moderate, to be lean but not too lean. To have
a little fat to burn just in case, to have extra
background in case a few key individuals
depart, as the future is never as predicable,
would appear to be more acceptable. To be
less reliant on annual plans or annual budget
that suggest a certain degree of certainty is
more Asian. In practice, this means the Asian

i nN s i g h t s
boards will never give any definite forecast
or try to aim to match results with quarterly
forecasts. This reminds me of my Indian
friend who shakes his head sideways when
I prompted a question, not up and down, to
tell me that perhaps I am right, and perhaps
I am wrong.
As a board doctor, I would say that looking ahead in the next 5 years are some of the
biggest challenges are to identify what the red
flags are for each board, how the standard
scorecard (also known as a heat map) is to be
recognized by all the directors (so when a fire
is called, everyone hears ‘fire’ and not ‘this
is just a drill’). Finally, the need to lay down
these red flags and tie those into the communication network, and to agree on a common
set of benchmarks that are often very qualitative, is another challenge to overcome.
Management of Time and Implications for the Future
Most Asians have an unspoken respect for
time. Most meetings start customarily 10 to
15 minutes behind although a few will start
exactly on time. In a crisis, even if all the
resources can be gathered under one’s command, the single impossible resource that
is irreplaceable is time. The practices cited
above have started a trend. Based on the type
of work that we have been asked to do, we
are seeing a movement towards ways to enhance elasticity for the Boards, ways to give
the Board more time to react. Let me cite a
few examples here.
One of the more innovative ones is installing a simple first-aid kit that the Board
can use. The need for a set of simple tools
to placate organization’s pain, offering a fast
and rapid response, in cases of emergency relief to some board level issues, have worked
for some, and may work for your board. Timing to “contain” the spread is more critical
and once the bleeding stops, other plans can
kick into place. It’s that first few hours that
are critical and being able to respond quickly
is important. A simple kit is not designed to
handle a major contingency but designed to
haul the problem from getting overblown.
The availability of the kit also implies that
board and company secretary should know
where the first-aid kit is and what it needs
to include. The best kit with crisis management plans is insufficient to cover all contingencies. And eventually something will go

wrong. Having contingency plans with core
issues and guidelines in place, for the rainy
day, is quite useful. You want something to
hold onto before the board goes into panic
or shock mode. The kit doesn’t need to be too
sophisticated.
The kit containing Band-Aid solutions
sufficient to stop the bleeding is more critical
than extensive repair. Improving the organization’s speed of response at the board level
is a good practice to emulate.
Other interesting practices that are being
adopted, other than installing an Early Warning System, shall probably include these….
a) Contingency Policies: As an example,
a board that has installed a disciplinary
policy that will only kick in when there’s
an issue of discipline, allows the board to
be better prepared than one that doesn’t
have it. And when there is a discipline issue, the issue will undoubtedly be messy
and emotional. It will be ugly and time
for preparation is always insufficient. It’s
important that the board, management,
and the employee be guided, as there are
legal minefields during a dismissal process.
Leading boards are not wasting valuable
time and are putting more of these contingency policies in place.
b) Handling the Press: No company can
effectively be sustainable for long without
being able to manage the press. The more
democratic the society, the more powerful
and potentially independent press can destroy or reinforce any goodwill. The Hong
Kong Police Force deals with the press on
a regular basis and they enforce a line-totake, which essentially is the single message that everyone dealing with the press
will take. When something does go wrong,
the Board must learn to act as one and to
have one voice. Being outspoken is not a
trait that directors should have during such
times. Be on the lookout for more boards
to require line-to-take policy.
c) Emergency Response Team: Having a
pre-selected team of experts and individuals whom the Chair or Company Secretary
can call upon and get a prompt response
within an hour is critical. Once this “calltree” is established, everyone is notified of
their roles. Handling the media, flushing
the board with relevant information, command over sensitive information, restructuring of the board or establishment of an
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emergency response team with both directors and governance doctors on the team,
are the necessary actions. Surgical protocol
needs to be established. Sometimes having
an alternative director, whom one can call
in, is all the board would need.
d) Devil’s Advocates: When the pope is
canonized at the Roman Catholic Church,
the Promoter of the Faith plays the role of
the Devil’s Advocates and challenges the
canonization of the candidate. In the Philippines, where there is a large following of
this faith, this practice is well respected, has
its tradition and can well become a norm
for more boards of directors there. This
practice is particularly useful where new
projects, those that would make or break
the institution or the company, would have
some directors playing the tough role of the
Devil’s Advocates. Perhaps this can become
an example that would be adopted by the
Maharlika Board Project3 initiated by the
Philippine Stock Exchange (PSE) which is
potentially a special corporate governance
listing segment in the PSE whereby only a
selected few would be listed on this Board.
The Asian markets so far have been
tracking the Anglo-Saxon model of governance for many years. In fact, the future
growth and competitiveness of Asian companies have depended, to a large extent, on
how they have been able to integrate global
standards of corporate governance into their
businesses without sacrificing unique Asian
values and practices. Starting this year, new
insights and new practices along the line of
“bamboo-based” governance will begin to be
more noticeable. 2012 is the year the region
shall begin to see more of these elastic practices coming out from innovative and strong
corporate governance organizations. Are we
seeing a new form of governance practices
that can be emulated by others?
The ability to stretch those tensions in a
corporate governance system as and when
needed, and then quickly move back to the
original position, ready for another stretch,
is how I would define bamboo or elasticitybased governance. I believe we shall be able
to define this phenomenon even better if we
know what we are looking for, as Asia is evolving too fast for the unaware. n
3
Jonathan Juan DC. Moreno, 2010, “The Maharlika Board: A
Special Corporate Governance Listing Segment in the PSE”, The
Philippines Stock Exchange Publications, Feb 2010.
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