Russia’s macroeconomic fundamentals are better than ever, allowing interest to turn to issues that were previously lower down the investor wish-list. Kathryn Wells reports from Moscow

Recognizing and measuring corporate governance risk

OECD holds third corporate governance roundtable in Moscow

The OECD, in association with the World Bank, has been working at the highest policy-making levels to promote the message that corporate governance is an issue today in all countries, and if Russia wants to be a competitive player on the global markets then there are certain rules that it has to play by.

In November it held its third Russian corporate governance roundtable in Moscow. Fianna Jesover, OECD project manager, explains: “We are trying to get the message across that even with very high oil prices, corporate governance remains an issue in the long term. And I think that some companies do realize the benefits of better corporate governance standards. I don’t imagine they would still be at the table if they didn’t think that there was something for them in the long term. Many companies are doing very well with their revenues right now, and some of them don’t need as much outside investment as they did 18 months ago. But many of them have long-term major investment projects and will need outside funds. And the Russian banking system is still not in a position to provide them with cheap loans.”

Jesover is impressed with how much progress has already been made since the OECD began working on this issue some 18 months ago. “I think that it’s really extraordinary to see how much the awareness at the top level has grown on these issues. The supreme arbitrage court judges are now starting to understand why shareholder rights are important and how to better address these questions when they look at cases. What we are talking about now with the court is to help them develop some guidelines in interpreting the law, for example company law, which is vague on very specific issues such as affiliated parties and other preemption rights.”

According to Jesover, the OECD has been supportive of the fact that the Federal Commission on the Securities Market is taking corporate governance so seriously. “The fact that it is voluntary is very positive, as is the fact that the Commission would be serving as a kind of catalyst for this process. But we are concerned that the Commission does not use this as a diversion and that it remain focused on its main responsibilities, which are on the enforcement side.”
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