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(A) Context 

A shortcoming in the area of corporate governance is the fact that long-term oriented 
shareholders show relatively little interest in holding management to account and in 
actively monitoring companies, engaging in a dialogue with their boards, and using their 
rights to improve corporate governance in the interests of long-term value creation. This 
lack of shareholder engagement is compounded by the current trend towards increased 
intermediation in the investment chain which weakens the link between corporate 
performance and the income of ultimate investors and creates room for misaligned 
incentives. The Commission adopted on 12 December 2012 an Action Plan on European 
company law and corporate governance outlining the initiatives to be taken in the coming 
years in order to modernise and enhance the current framework. The main objectives in the 
area of corporate governance are enhancing shareholder engagement and improving 
transparency between companies and investors.  
 
(B) Overall opinion: NEGATIVE 
 
The report needs to be significantly improved in a number of important respects. 
First, it should better explain, on the basis of stronger evidence, what the real 
problems are, what their relevance in a cross-border context is and how the identified 
target areas (corporate governance information, oversight over remuneration and 
related party transactions, proxy advisors transparency and alignment of incentives 
throughout the investment chain) would contribute to the ultimate objective of better 
long-term corporate financial performance. Moreover, the report should provide an 
evidence-based analysis of the options, including impacts on administrative burden 
and impacts on different Member States. On this basis, the report should better 
demonstrate the effectiveness of the retained measures and clarify their added value 
vis-à-vis other existing or planned pieces of legislation at EU and national level, 
notably, in the area of financial regulation and corporate social responsibility. 
Finally, the report should better present stakeholders' opinions, particularly by 
describing Member States' views in greater detail, including on the need for, and 
value added of, EU action.  
 

                                                 
∗ Note that this opinion concerns a draft impact assessment report which may differ from the one adopted. 
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Given the nature of these concerns, the IAB requests DG MARKT to submit a revised 
version of the IA report on which it will issue a new opinion. 
 

(C) Main recommendations for improvements 

(1) Improve the problem description. The report should identify more clearly and on the 
basis of empirical evidence what the actual problems to be addressed are. In so doing, it 
should better establish the link between listed companies' management decisions, long-term 
shareholders' engagement and the identified target areas (i.e. corporate governance 
information, oversight over remuneration and related party transactions, proxy advisors 
transparency and incentives alignment). Against this background, the analysis should better 
highlight the relevance of principle-agent issues, such as conflicts of interest or insufficient 
transparency (for instance on managers' remuneration), as key issues to be addressed. In 
this context, it should explain why the selling of shares would not sufficiently sanction bad 
management. In addition, the report should either underpin with evidence the assumption 
that investors would be willing to engage with companies with a long-term perspective, or 
duly qualify it. Furthermore, the report should better substantiate the importance of, and 
links between, the two sets of problems identified (e.g. corporate governance issues and 
misaligned incentives for asset managers). Moreover, the problem definition sections 
should better describe the context and, notably, explain how the envisaged measures relate 
to other initiatives (e.g. in the area of corporate social responsibility and financial markets 
regulation) both at national and EU level. They should also clarify why action needs to be 
taken now, while discussions regarding long term financing issues are still on-going. 

(2) Enhance the analysis of impacts. The assessment of the options should be 
strengthened with evidence, where possible quantitative. In particular, the analysis of the 
expected costs (notably the administrative burden of data gathering and reporting to 
comply with the transparency obligations) needs to be developed. Efforts should also be 
made to provide an estimation of the size of the anticipated benefits. Where data is not 
available, the analysis should be developed by referring to the experience of Member States 
or third countries that have already taken similar measures. Moreover, the report should 
clarify the impacts of planned measures on different Member States. 

(3) Better demonstrate the effectiveness of the retained options. On the basis of the 
above, the report should discuss the extent to which the transparency measures envisaged 
would be effective in addressing the identified problems (e.g. the low level of shareholder 
engagement, the low quality of the advice by proxy advisors and the behaviour of asset 
managers). In so doing, the report should better explain the added value of the planned 
initiative and clarify how the additional layer of EU legislation would interact with already 
existing transparency and reporting obligations (e.g. for asset managers) at both the EU and 
the national level. Finally, the report should better explain why introducing binding rules 
for proxy advisors is considered a proportionate measure. 

(4) Better present stakeholders' views. When reporting stakeholders' opinions, the text 
should avoid referring to general views but rather provide greater detail on the views of 
each different stakeholder category (shareholders, institutional investors, asset managers, 
etc.. In particular, the views of Member States regarding the content, need and value added 
of the planned measures should be described. The relevant replies to the Green Paper on 
long term financing should also be taken into consideration for the analysis. 

Some more technical comments have been transmitted directly to the author DG and are expected to be 
incorporated in the final version of the impact assessment report 
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(D) Procedure and presentation 

The report length exceeds the page limit and efforts should be made to reduce it. The 
presentation should be enhanced by spelling out in full all acronyms the first time they are 
used or by explaining them (in particular, those referring to other pieces of legislation such 
as UCITS, MIFID and AIMFD). 

 

(E) IAB scrutiny process  

Reference number 2013/MARKT/033&34 

External expertise used No 

Date of IAB meeting 17 July 2013  
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