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7.In this context, we pledge to accelerate our domestic efforts 1o
build capacity and deepen structural reform so as to strengthen the
market fundamentals across the region. To this end, we empha-
size the importance of sound economic policies and corporate gov-
ernance as well as the important role and responsibility of govern-
ments in shaping the legal and regulatory framework that encour-
ages competition and innovation, with an increased emphasis on
capacity building. Developing the social safety net is a high priori-
ty, as it can make an important contribution to reducing the harm-
ful effects of economic shocks on vulnerable groups. As noted in
the 2001 Economic Qutlook, enhancing finarcial efficiency is also
essential to promoting growth. We thus welcome efforts made in
these areas in APEC, including strengthening economic legal in-
frastructure, supervision of capital markets, corporate gover-
nance, and implementation of international financial standards,
as exemplified by the work done through the Finance Ministers’
process. We also welcome contributions by Pacific Economic Cor-
peration Council (PECC) in these areas. We direct responsible
Ministers and Officials to build on their work.

from APEC ECONGMIC LEADERS’ DECLARATION:
MEETING NEW CHALLENGES IN THE NEW
CENTURY
Shanghai, China 21 October 2001
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“40. Ministers commended the significant efforts made by member
economies in strengthening the functioning of markets, which
complement the APEC trade and investment liberalization and fa-
cilitation process. Acknowledging the importance of developing
transparent, favorable and predictable policy as well as legal and
regulatory environment for business, Ministers:

——Endorsed the Guidelines for Good Corporate Governance
Practice developed by PECC and encouraged APEC members to
implement the Guidelines on a voluntary basis;
JOINT STATEMENT of the 13th APEC MINISTERIAL
MEETING
Shanghai, China 2001/10/18
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PECC Peer Assistance and Review
Network ( PARNET)

In November 1998 in Kuala Lumpur, the Standing Committee
of PECC decided to initiate discussions on an agenda that will help
APEC achieve stability and avoid another crisis such as the one
that has recently hit East Asia.The agenda includes:

corporate and institutional governance
macro - economic risk management of economies

banking and financial sector restructuring and reform

It is in this light that the PECC created a task force on peer
assistance and review which formally became the PECC PARNET
(Peer Assistance and Review Network). PARNET is an open net-
work of research institutes, government officials and market play-
ers, committed to undertake continuing research and open com-

munication on the areas specified above.

Under the PECC PARNET and in connection with the corpo-
rate and institutional governance reform work area, a network
was pursued among existing Institutes of Directors and institutions
actively involved in promoting corporate governance from the fol-
lowing East Asian economies: China, Hong Kong (China), In-
donesia, Japan, Korea, Malaysia, Philippines, Singapore, Chi-
nese Taipei, and Thailand.In November 2000, the Institutes of
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Directors in East Asia Network was established with the following
goa]s:

to train those who can help train corporate directors in each of
the East Asian economies

to design a common research program aimed at producing case
studies, codes of conduct for directors, issue papers on the
components of a code of corporate governance, adapted to
each East Asian economy but consistent with the broad OECD
principles, other teaching material and related policy briefs.
To support one another in our reform advccacy initiatives, es-
pecially to formulate and implement a comparable corporate

governance scorecard.
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Introduction

On May 10" and 11", CNCPEC hosted the PECC Consultative
Meeting on Corporate Governance in Beijing. The purpose of the
meeting was to solicit comments on PECC Frameworks on Good
Corporate Governance Practices in East Asia, so as to make the
documents reflect the universal concerns of East Asian Economies
with a view to the endorsement of APEC process. Some sixty peo-
ple from government, business and academia attended the meeting
and about thirty of them gave speeches or participated in discus-
sions in four sessions, namely, Elements of Code of Corporate
Governance: East Asia Perspectives; Proper Practice for Direc-
tors; Transparency and Disclosure; and Corporate Reform in East
Asia The participants and speakers are mainly from China, al-
though there are several specialists from Hong Kong (China), In-
donesia, Korea, Malaysia, the Philippines, and
Thailand . Therefore, the perspectives are mainly Chinese while to
a considerable degree halanced by the views of the other East
Asian participants, who are major protagonists of good corporate
governance practices in their own economies. The agenda of the
meeting well covered the major aspects of corporate
governance . However, the actual process of the meeting encom-
passed many things beyond.For instance, people touched upon
political and legal framework, efficiency and faimess, and tradi-
tion and culture.

The meeting was successful and meaningful . It is in fact one of
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the very few meetings on the subject that have been held in China. It
is just recently that the central authorities of China have begun to
attach great impoertance to the improvement of corporate gover-
nance. The goal was established in the Fourth Plenary Session of the
Fifteenth Central Committee of the Chinese Communist Party and
reaffirmed in the tenth five - year plan. Anyhow, the OECD Princi-
ples of Corporate Governance was released in 1999.And the world-
wide initiatives toward the convergence of the best practices of cor-
porate governance have thrived since then.So far as we know, the
Development Research Center of the State Council of PRC, OECD,
and the Asia Development Bank co — organized a symposium ad-
dressing China’ s corporale governance in Beijing in early 1999.In
late 2000, Nankai University and the China Society of Restructuring
Economic System held a symposium on the relationship between
WTO and good corporate governance with a view to drafting China’
s principles of corporate governance.Our meeting almost coincided
with one of the several similar meetings held by China Securities
Regulatory Cornmission this year.

To our understanding, people in East Asia, or at least those
people present at the meeting, are serious about improving corpo-
rate governance in East Asia in accordance with the OECD princi-
ples. The commitment is explicit, as borne in the speeches and the
introduction to the Guidelines. However, the task cannot be fin-
ished overnight. The gap between the East Asia realities and the in-
ternationally accepted principles is very wide.The Guidelines may
serve to bridge the gap.It is not a substitute for the OECD Princi-
ples. It is rather a set of measures to implement the internationally
recognized principles in a pragmatic and realistic way.This may
satisfy the concerns of some economies in the APEC.
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The subject of good corporate governance is as new as it is
still controversial in many ways. We particularly selected five top-
ics, which aroused hot discussions at the meeting and put the dis-
cussions right after the articles. These discussions include “Stock
Option and Independence of Independent Directors,” “Is a Super-
visory Board Necessary?” “Incentives and Transparency,” “Is
Corporate Governance for Efficiency or Equality?” and “ Legal
Protection and Good Corporate Governance.” These topics are
some of the conspicuous concerns in East Asia.One can be con-
scious of the sericusness of the East Asian people about good cor-
porate governance on the one hand, and get a general picture of
the road map toward good corporate governance in East Asi-
a.There are some other topics, for instance, the difference be-
tween “independent director” and “Independent, non - executive
director”. However, due to time limil, these discussions were
not unfolded.

One may notice that there is great contrast between the draft
frameworks and the final guidelines for good corporate governance
practices, attached respectively in Appendix I and II. At the meet-
ing, people made many comments on the documents per se,
ranging from clarification of nomenclature through specific articles
to the general structure and scope of the document.So much so
that, the concepts are unified; some articles, for instance, the
one on cumulative voting, are omitted; the scope is extended to
cover shareholders, stakeholders, executives and the board of di-
rectors; and the original four documents have been reduced to the
present two, i.e., an introduction plus the Guidelines for Good
Corporate Governance Practices in East Asia ( hereafter in the pre-
sent introduction, Guidelines). All these changes undergo with an

............ P T N X 1Y Rt I TIT N X |



Good Corporate Governance : East Asian Perspectives

all - accepted principle that the articles should be as broad as to
cover the commonality of East Asia while take the international
standards into good consideration.

The articles included may be self - explanatory as to why we
Jjuxiapose these two sets of documents. We still have another rea-
san. When preparing the meeting, one of the participants com-
plained that for the time being we do not have a set of technical
guidelines to establish rules or laws or code of good corporate gov-
emance practices.For instance, we do not have any rationale or
criteria to determine the number of members of the board of direc-
tors or the number of independent, non — executive directors.The
changes between the two documents will well illustrate how to ac-
commodate the internationally recognized standards and the realities
that a stipulator has to face, be it a government, an institution, or
a colpany.

Together with these two sets of documents, we also attached
two similar guidelines, one by Nankai University under the leader-
ship of Prof.Li Wei’ an, and one by Shanghai Stock Exchange
headed by Prof. Hu Ruyin.We do so because, or the one hand,
they submitted their guidelines to the meeting, on the other, the
meeting also encouraged competing guidelines. Unfortunately, we
do not have their English versions. They may provide upon request
in future.

Although the meeting language was English, many people gave
speeches in Chinese with English simultaneous interpretation.The
articles included are based on the remarks at the meeting. They pre-
sent in their original languages, English or Chinese.Due to very
limited resources, we have to sacrifice readers’ comfort and only
provide English abstracts for articles in Chinese. However, where
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there is an article produced bilingually, we provide the English ver-
sion followed by the Chinese version without abstract.Some ab-
stracts were provided by the authors themselves. Some were trans-
lated by Mr. Wang Zhenyu and endorsed by the authors.

Considering the improvement of good corporate governance needs
a netweork, we provided resumes, contact details, where available,
of the authors again in English. We hope the interested readers can
contact the authors directly. We also have a plan to upload the book
some day in a website.

The translation of the preliminary frameworks of corporate
governance and the Guidelines and the respective introductions as
attached in Appendix I and II is undertaken by Mr.Wang Zhenyu
and proofread by Amb. Guo Jiading and Amb.Jiang Chengzong. The
Chinese versions are just tentative and for reference only. They are
not yet official . Due to our limited knowledge in the field, there
are even some mistakes, as some specialisis already pointed out
at the meeting. We leave it as it was, and have provided notes
where there are proposed revisions.

Dr.Jesus Estanislao and Amb.Guo set the framework and princi-
ple of editing the proceedings. Amb.Jiang Chengzong supervised over
the edition and publication process.Mr.Eduardo Pedrosa did the
proofreading of the English part of the texis and assisted Prof. Stephen
Cheung in drafting the documents contained in Appendix I and Ap-
pendix II. Mr. Wang Zhenyu wrote the outline of the book, collected
the articles and the related materials, incorporated them in the pro-
ceedings, and did most of the translation work. Mr. Yang Zerui trans-
lated the introductions to PARNET and PECC, did proofreading of the
Chinese part of the texts together with Amb.Jiang Chengzong, and
contacted the publisher and the Ford Foundation.Ms.Peng Wei did
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some proofreading and helped in typing and page set — up.

Amb. Jiang Chengzong

Secretary General, CNCPEC

Mr. Wang Zhenyu

Assistant Research Fellow, CNCPEC



