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DBP forms multi-sector
 governance council

Development Bank

of the Philippines

(DBP) Chairman

and President &

CEO, Mr. Jose A.

Nunez and Mr. Gil A.

Buenaventura, re-

spectively, led multi-

sector governance council members in an

oath taking ceremony at the DBP Develop-

ment Forum held recently at the Bank head-

quarters. DBP convened the Forum to en-

gage its management committee and

branch heads from all over the country in

discussions about good governance prac-

tices and the organization’s plans for 2015.

In line with its vision to be a “regionally rec-

ognized development financial institution

serving as a catalyst for a progressive and

prosperous Philippines”, the group also dis-

cussed different ways that it could provide

better service for the development sector.

One initiative was to expand the access to

loans for local government units, water dis-

tricts, and electric cooperatives. Whereas

most private banks will rate all organiza-

tions using a unified scale regardless of

sector, DBP developed its own scale, the

“Internal Credit Risk Rating System” which

prioritizes development sector organiza-

tions. The multi-sector governance coun-

cil, a citizen advisory board on good gov-

ernance initiatives, is composed of promi-

nent figures in the finance and develop-

ment world, namely, Mr. Francis Estrada,

Institute for Solidarity in Asia Fellow, Mr.

Octavio B. Peralta, Secretary General of

the Association of Development Financing

Institutions in Asia and the Pacific

(ADFIAP), Hon. Oscar Moreno, President

of the League of City Mayors and Hon.

Ferdinand Abesamis, Mayor of Peñaranda

City. For more information on DBP’s gov-

ernance program, please visit https://

www.devbnkphl.com/.

CDB promotes
rigorous bank
governance,
rule of law

China Development Bank (CDB) recently

held a working conference on cadre su-

pervision in Beijing where CDB Party

Committee Secretary and Chairman, Mr.

Hu Huaibang, stressed that all staff mem-

bers of the Bank should align their

thoughts and actions with the spirit of the

4th Plenary Session of the 18th Central

Committee to promote rigorous bank gov-

ernance with the rule of law, tightening up

on cadre supervision and striving to

achieve new progress in development fi-

nance. Bank employees were briefed on

the need to fully understand the true spirit

of the plenary session: the strategic im-

portance of promoting the rule of law; the

connection between CPC leadership and

the rule of law and that between rule of

law and Constitution-based governance;

the scientific foundation of the socialist

rule of law with Chinese characteristics

and the administrative and policy frame-

work to fully implement the rule of law. Also

covered during the meeting were issues

regarding management strategies and

business development; management and

risk control and discipline reinforcement

in keeping with the rule of law, thereby

pushing forward CDB reform legislation,

ensuring operation compliance, standard-

izing various business development and

improving its law implementation and su-

pervisory systems. The Bank reiterates

that it will continue to accommodate vari-

ous needs of the national development

strategy, proactively applying the rule-of-

law-oriented approach throughout the re-

form and development programs, actively

enhancing the bank’s governance stan-

dard as well as its ability to fulfil strategic

needs for national development.

Making boards work
Most directors don’t

understand the

company’s strategy

and prioritize short-

term gain at the ex-

pense of creating

long-term value. We

recommend four es-

sential changes.

1.Selecting the

right people. What’s

behind the dramatic

increase in interven-

tions by activist shareholders? According

to Stephen Murray, president and CEO of

CCMP Capital Advisors, a major private-

equity firm, “The whole activist industry ex-

ists because public boards are often seen

as inadequately equipped to meet share-

holder interests.” In short, companies keep

appointing directors who aren’t independent

thinkers and whose experience is too gen-

eral.

2.  Spending quality

time on strategy.

Most governance ex-

perts would agree that

public-company direc-

tors need to put in

more days on the job

and devote more time

to understanding and

shaping strategy.

While we recommend

that board members

dedicate at least 35

days a year to the job,

the precise number of days a board meets

or the mix of field trips isn’t the main issue.

What matters most is the quality and depth

of the strategic conversations that take

place.

3.  Engaging with long-term investors.

While boards may be guilty of pushing ex-

ecutives to maximize short-term results,

please see con’t at the back...
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 Good governance is important for several

reasons. It not only gives the local commu-

nity confidence in its council, but improves

the faith that elected members and officers

have in their own local government and its

decision-making processes. It also leads to

better decisions, helps local government

meet its legislative responsibilities and im-

portantly provides an ethical basis for gov-

ernance.

- Sir Freddie Laker

we have no doubt where that pressure re-

ally originates: financial markets. That’s why

it’s essential to persuade institutional inves-

tors, whose ownership position makes them

the cornerstone of our capitalist system, to

be a counterforce. Boards can and should

be far more active in facilitating a dialogue

with major long-term shareholders—and

many investors would welcome such en-

gagement.

4.  Paying directors more. Good capital-

ists believe in incentives. There is a grow-

ing consensus that directors should sit on

fewer boards and get paid more. We fully

agree, but the even more important issue is

to structure that pay toward longer-term re-

wards. To get directors really thinking and

behaving like owners, companies should ask

them to put a greater portion of their net

worth on the table. This could be achieved

by giving them a combination of incentive

shares, a portion of which vests only some

years after directors step aside, and requir-

ing incoming directors to purchase equity

with their own money.

Source: http://www.mckinsey.com/.  Dominic Barton

is McKinsey’s global managing director, based in

McKinsey’s London office; and Mark Wiseman is

the president and chief executive officer of the

Canada Pension Plan Investment

Examples of unethical
behavior in the workplace

Ethics is based on the rec-

ognition of certain human

rights. In the workplace,

the employer has the right

to expect employees to

behave according to com-

pany policy.

lllll Deliberate decep-

tion. Deliberate deception

in the workplace includes taking credit for

work done by someone else, calling in sick

in order to go to the beach, sabotaging the

work of another person and, in sales, mis-

representing the product or service to get

the sale.

lllll Violation of conscience. Your sales

manager calls you into his office and threat-

ens to fire you unless you sell 50 large toast-

ers. You know the large toasters are inferior

products and have been selling the small

toasters to your customers, instead. To keep

your job, you must violate your conscience

and recommend that your customers buy

the large toasters. Your boss is engaging in

unethical behavior by forcing you to do some-

thing you know is wrong, and also risking

the ire and potential loss of valuable cus-

tomers to meet a product sales goal. He may

be engaging in unethical conduct because

top management has forced

him by threatening his job,

too. Coercion is also the ba-

sis for workplace sexual ha-

rassment and results in law-

suits. Unethical behavior of-

ten causes more unethical

behavior.

lllll Failure to honor com-

mitments. Your boss prom-

ises you an extra day off if you rush out an

important project by a certain date. You work

late hours and finish the project before the

deadline. Ready for your day off, you men-

tion it to your boss who responds “No, we

have too much work to do.” Your boss en-

gaged in unethical behavior that has virtu-

ally guaranteed your future distrust and un-

willingness to extend yourself to assist in

department emergencies

lllll Unlawful conduct. Padding an expense

account with non-business expenses, raid-

ing the supply cabinet to take home pens

and notebooks and passing around unreg-

istered or counterfeit software are examples

of unlawful conduct in the workplace.

lllll Disregard of company policy. To dis-

regard company policy is unethical because

it has the potential to harm the company and

other employees.

Why is good
governance
important?

con’t...making boards work...

Governance is a way

oforganizing, amplifying,

and constraining power.

--Rebecca MacKinnon

What are the main characteristics
of good governance?

Good governance is accountable. Account-

ability is a fundamental requirement of good

governance. Local government has an obli-

gation to report, explain and be answerable

for the consequences of decisions it has made

on behalf of the community it represents.

Good governance is transparent. People

should be able to follow and understand the

decision-making process. This means that

they will be able to clearly see how and why a

decision was made – what information, ad-

vice and consultation council considered, and

which legislative requirements (when relevant)

council followed.

Good governance follows the rule of law.

This means that decisions are consistent with

relevant legislation or common law and are

within the powers of council.

Good governance is responsive. Local

government should always try to serve the

needs of the entire community while balanc-

ing competing interests in a timely, appropri-

ate and responsive manner.

Good governance is equitable and inclu-

sive. A community’s wellbeing results from

all of its members feeling their interests have

been considered by council in the decision-

making process. This means that all groups,

particularly the most vulnerable, should have

opportunities to participate in the process.

Good governance is effective and effi-

cient. Local government should implement

decisions and follow processes that make the

best use of the available people, resources

and time to ensure the best possible results

for their community.

Good governance is participatory. Anyone

affected by or interested in a decision should

have the opportunity to participate in the pro-

cess for making that decision. This can hap-

pen in several ways – community members

may be provided with information, asked for

their opinion, given the opportunity to make rec-

ommendations or, in some cases, be part of

the actual decision-making process.


