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The Value of Corporate Governance
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Pricing

Globally firms with stronger corporate governance trade, compared to 

their peers with weak corporate governance, at

1. Similar market to book value (MTB) and P/E multiples

2. Higher market to book value (MTB) and P/E multiples

3. Lower market to book value (MTB) and P/E multiples
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Predictable?

5 Source: MSCI ESG Research



Predictable?
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The Status Quo

Among Greek large cap companies what percentage have better 

corporate governance scores than similar companies in other countries 

according to MSCI?

1. 50%

2. 30%

3. 10%
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Strong 
Governance

Board 
independence –
the Board works 

for the 
Corporation, not 

management

Board diversity –
a diversity of 

ideas and skills 
leads to better 

decisions making

Long term 
orientation –

fixation on short 
term results can 

lead to value 
destruction

Executive 
compensation –
metrics driven to 

promote long 
term value 
creation 

Constructive 
engagement with 
shareholders –

engaged 
shareholders can 

create value

The Principles



The Framework
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Source: Integrated Governance. KKS Advisors and UNEPFI.

https://www.kksadvisors.com/integrated-governance/


Independence

• Not dependent on 

management

• Skilled 

• Well informed

• Dedicated
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An application to Occidental Petroleum in 2011

Source: Integrated Governance. KKS Advisors and UNEPFI.

https://www.kksadvisors.com/integrated-governance/


Board

• Diverse board of directors, with members coming from the investment 

community, technology sector, law

• In 2010, when Amazon was expanding its offering in the Ebook and tablet 

field, company elected head of Hewlett-Packard’s Palm smartphone unit, to its 

board of directors

• In 2012, Amazon elected Deputy Attorney General during the Clinton 

Administration, to its board with experience representing corporations in the 

regulatory and enforcement arenas

• Cultivating a board with the expertise necessary for Amazon’s strategy

11



Board

• >90 percent of directors independent 

• 100 percent of the compensation and audit committee members independent 

• ~30 percent of the board comprised by female directors

• Chairman position separate from the Chief Executive Officer

• Board met >10 times per year over the past few years and no director 

attended <75 percent of meetings

• Independent directors meet without management present twice each year

• All directors expected to attend the annual meetings of stockholders
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Compensation

• 40 percent weight to financial and commercial market share goals 

• 50 percent to product development and launch, pipeline and lifecycle goals 

• 10 percent to organizational and cultural goals 

Linking rewards to both 

• near-term results and 

• progress toward longer-term results
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Transparency
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Source: Implementing Integrated Guidance - Case studies in communicating value-relevant 

information KKS Advisors and Generation Foundation

https://www.kksadvisors.com/implementing-integrated-guidance


Transparency
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Source: Implementing Integrated Guidance - Case studies in communicating value-relevant 

information KKS Advisors and Generation Foundation

https://www.kksadvisors.com/implementing-integrated-guidance


Maintaining a Long-term Mindset
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Source: Earnings Guidance - Part of the future or the Past? KKS Advisors and Generation Foundation

https://www.kksadvisors.com/earnings-guidance


Recommendations: Board
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Qualifications and experiences each board member brings evaluated in 

relation to the industry and markets the company is operating

Board attendance metrics should be close to 100%  

Board members have access to information required

Board size is appropriate for functioning independently at the group level

Diverse board in terms of gender, race, and experiences/background 



Recommendations: Compensation

18

Executive compensation should 

• have significant equity shares portion that vest over the long-term (5-10 

years)

• be linked to nonfinancial metrics strategically critical for the company



Recommendations: Transparency
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Design few (3-5) strategic KPIs

Link each one to future expected margin expansion or sales growth

Provide long-term targets for each KPI with medium-term milestones

All numbers supported by robust management control systems and reviewed 

by a fully independent audit committee
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THANK YOU


