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The article reveals the problems of implementing corporate governance principles developed by the 
Commonwealth of OECD countries in the Russian Federation, identified by the shortcomings of the 
current Russian legislation in corporate governance in creating an everyday basis for the activities of 
corporations of different states. The ways of increasing the efficiency of implementing corporate 
governance principles in the OECD to facilitate the integration of Russian corporations into the 
international economic space are substantiated. 
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INTRODUCTION 

The emergence of the world's first corporation 
ushered in a new era of human development. In 
1602, the first joint-stock company, the Dutch East 
India Trading Company, was created, whose 
capitalization by modern standards surpasses all 
existing transnational corporations - more than 7.4 
trillion US dollars (Zazarin, 2018). Its activities 
were based on the principle of separation of the 
company's shareholders' ownership from the 
management carried out by seventeen merchants. 
This fundamental principle served as the starting 
point for the creation of subsequent corporations. 

In the modern world, one of the critical trends 
in modern corporate governance is creating 
common economic structures of corporate 
governance to integrate corporations from 
different states into a single economic space. For 
this purpose, OECD members in 1999 developed 
the Corporate Governance Principles (after this, 
the OECD Principles). 

In 2004 and 2015, the OECD Principles were 
updated and subsequently approved by the Group 
of 20 (G20). This document currently defines the 
best practice for corporate governance, unified for 

all economically developed countries (OECD 
2015). 

In foreign economic thought, the G-20 is 
viewed as one of the leading international 
organizations addressing such international global 
problems as income inequality, feelings of 
powerlessness, and a sense of social exclusion 
(Snower, 2018). 

This article aims to identify the problems 
associated with introducing and implementing 
corporate governance principles in the Russian 
economic space. 

The research used the works of Russian 
scientists and practitioners in corporate 
governance and legislative acts and judicial 
practice in terms of regulating the management 
mechanism in corporate entities. 

At the moment in the Russian Federation, 
implementing the principles of corporate 
governance of the OECD, which prevents Russian 
corporations' integration into the international 
economic space, complicates the ability to 
conduct global business, and reduces the inflow 
of foreign investment. 

To solve these problems and introduce the 
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best corporate governance practices, it is 
necessary to identify economic and legal 
obstacles to implementing the Russian state's 
OECD corporate governance principles. 
 
MATERIALS AND METHODS 

Within the scientific research framework, the 
dialectical method of cognition was used, making 
it possible to assess the relationship of various 
elements of corporate governance with each other 
and other economic and legal categories. 

Also, general scientific methods of theoretical 
knowledge were used: methods of statistical and 
logical analysis and synthesis - when considering 
the implementation of each principle of corporate 
governance separately, as well as in the 
aggregate as part of creating an everyday basis 
for corporate governance, the comparison method 
- when analyzing Russian and foreign economic 
structures, processes deduction and 
generalization - in the formation of conclusions 
based on the results of the study and identification 
of problems of implementation of the principles of 
corporate governance, the technology of structural 
and graphic modeling - for a visual display of the 
sequence of ongoing economic analysis. 

When writing this article, we used official 
sources of statistical information, official banks of 
court decisions, information and reference 
systems of legislation, sources of data on the 
activities of legal entities recognized in economic 
circulation and judicial practice. 
 
RESULTS AND DISCUSSION 

Despite the importance of creating a common 
economic space, in Russian reality, there are 
problems associated with the implementation of 
the OECD Principles, which will be discussed in 
more detail below. 

The OECD Principles provide the following 
classification of corporate governance principles 
(Table 1). 

Corporate governance, and in general, 
corporations' activities are greatly influenced by 
the economic environment in which business 
activities are carried out. 

The adoption of the OECD Principles was 
aimed at convergence of the foundations 
(legislative, economic, social) of corporate 
governance, incl.To facilitate interaction when 
building transnational business models. 

The high-quality implementation of foreign 
structures of corporate governance for the 
unification of corporate governance foundations is 
becoming urgent for the Russian Federation. 

Of course, there should be no extremes in 
borrowing economic constructs from foreign legal 
orders. It is necessary to understand the reasons 
for certain institutions' existence to determine the 
economic feasibility of their introduction into the 
Russian economic turnover. 

For example, in 1989, the 12th Directive of the 
European Union was adopted in corporate 
governance, which obliged all EU states to 
introduce into their national legal order the 
possibility of creating an LLC with one participant. 
The creation of such a structure was aimed at 
ensuring the family business's functioning in the 
form of a legal entity. 

The modern Russian legislation also 
enshrined the possibility of creating "one person" 
companies. Still, their analysis (Didenko & 
Ushvitskiy, 2020) showed that every second such 
company has no signs of real financial and 
economic activities, i.e., can be used in various 
fraudulent schemes (for the withdrawal of the 
property, transit of funds, etc.). 

Thus, these companies harm the economic 
turnover and require additional regulation of their 
activities. One such measure was developed in 
German law. To inform turnover participants that a 
potentially unstable counterparty is before them - 
LLC (GesellschaftmitbeschrankterHaftung, 
GmbH) with an authorized capital of fewer than 25 
thousand euros, such a counterparty must have a 
special company name, which indicates UG 
(Unternehmergesellschaft) (Sukhanov, 2014). 

Another example is the field of corporate 
governance. It introduces economic partnerships 
in Russia, which entrepreneurs are not currently 
aware of (the number of existing business 
partnerships does not exceed 50, according to 
SPARK-Interfax data (Counterparty verification, 
2020). There are no recommendations on how to 
do it right to build a corporate governance 
mechanism in business partnerships since it is 
dispositive and not regulated in detail in the 
legislation. 

Thus, the borrowing of economic 
constructions from foreign legal orders should be 
economically feasible. In any case, these designs 
should be adjusted to the existing economic 
turnover, meeting the market's interests. But the 
state should also take actions to implement them 
in a quality manner and not blindly copy them. 

Similar rules should apply incl. When 
developing legislation in the field of corporate 
governance. 
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Table 1: Principles of corporate governance developed by the OECD in 2015 
 

№ Principle Characteristics and meaning of the principle 

1 providing the basis for an 
effective corporate governance 

structure 

the development of transparent and efficient markets, ensuring the 
rule of law and the distribution of powers between government 

agencies 

2 ensuring the rights of corporation 
owners 

securing the fundamental rights of the corporation owners, ensuring 
the possibility of real participation in the activities of the corporation, 

obtaining all the necessary information about the activities of the 
corporation 

3 investment incentives creating a corporate governance infrastructure that will stimulate 
investment and mandate securities markets to function in a manner 

that fosters good corporate governance. 

4 ensuring the rights of 
stakeholders 

recognizing the rights of stakeholders (investors, employees, 
lenders, suppliers), encouraging collaboration between the 

corporation and stakeholders 

5 ensuring information disclosure 
and transparency 

ensuring timely and reliable disclosure of information on all essential 
issues of the corporation's activities 

6 fixing the responsibilities of the 
board of directors 

consolidating the duties of the board of directors for the strategic 
management of the company, creating tools for effective control over 
the work of the board of directors, ensuring the possibility of holding 

board members accountable for the unfair performance of their 
duties 

 
For example, the OECD Principles pay 

special attention to the institution of insolvency 
(bankruptcy), which is designed to remove 
uncompetitive participants from the market or 
restore their solvency by returning them to the 
market. 

According to German economists, legal 
processes are one of the main sources of political 
risk in any country, and bankruptcy laws are 
essential for making investment decisions 
(Aßmuth, 2020). 

Unfortunately, the Russian legal order is 
focused on taking the "losers" out of the market. 
Most of the insolvency cases in our state end with 
bankruptcy proceedings and the sale of the 
debtor's property. Rehabilitation procedures 
aimed at restoring the debtor's solvency are 
ineffective. 

According to Fedresurs (Company 
bankruptcy, 2020), in 2019, 12,401 decisions 
were made to declare legal entities bankrupt. The 
number of wellness procedures in 2019: 209 - 
external management, 19 - financial recovery. In 
62% of cases in 2019, creditors did not receive 
any satisfaction of their claims following the 
introduced procedures' results. For the first 
quarter of 2020, on completed cases, the general 
register of creditors' claims (including the 1st and 
2nd stages) amounted to 488 billion rubles. 
Nineteen billion were satisfied, i.e., only 3.8% of 
the stated requirements (Figure 1). 
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Figure 1: Results of bankruptcy proceedings 

in Russia in 2019 
The problem of the ineffectiveness of 

bankruptcy procedures in Germany was identified 
by the end of the 1970s - only 1% of cases ended 
in settlement agreement. About 75% of 
bankruptcy proceedings could not be opened due 
to the lack of bankruptcy estate. In 1978-1994, 
Germany undertook a reorientation in bankruptcy 
procedures - from liquidation to rehabilitation, 
recognizing the debtor's liquidation and 
rehabilitation processes (Karelina, 2019). 

The problem of implementing the principle of 
ensuring the rights of corporation owners and 
investment incentives in Russia is largely due to 
the high concentration of ownership in Russian 
corporations (Bykova, Young &Shamilova, 2017) - 
when corporate control is in the hands of majority 
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shareholders. The European legal order is more 
characterized by a "dispersed" ownership 
structure between minority shareholders. 

The presence of the majority shareholders' 
presence of corporate control is usually 
accompanied by their entry into the corporation's 
governing bodies, i.e., in their hands, the main 
power in the corporation is concentrated. 

In such conditions, preconditions are created 
for dishonest behavior, ignoring the opinion of 
minority shareholders. 

In this case, it is necessary to increase the 
investment attractiveness for ordinary citizens and 
organizations that are not institutional investors. 

Thus, we have analyzed and compared the 
dynamics of revenue in three large Russian joint-
stock companies - PJSC Aeroflot, PJSC Group of 
Companies PIK, PJSC M.Video, which provide 
services to the population with the dynamics of 
their minority capital. In each case, there was an 
increase in the share of revenue (Figure 2) and an 
increase in the share of minority shareholders 
(Figure 3). 

In PJSC Aeroflot - in 2016, the share of 
minority shareholders is negative. In 2018 it was 
RUB 2,051 million. Revenue from 2016 to 2018 
increased from 496 trillion rubles. Up to 611 trillion 
rubles. 

From 2016 to 2018, the share of minority 
shareholders increased from RUB 76 million in 
PIK Group of Companies. up to 1,868 million 
rubles. Revenue from 2016 to 2018 increased 
from 60 trillion rubles. Up to 246 trillion rubles. 

In PJSC M.Video - from 2016 to 2018, the 
share of minority shareholders increased from 1 
million rubles. Up to 510 million rubles. Revenue 
from 2016 to 2018 increased from 183 trillion 
rubles. Up to 321 trillion rubles. 

All considered corporations operate in the 
sphere of providing services/sales to citizens. The 
participation of minority shareholders in their 
capital, in our opinion, helps to improve consumer 
demand. The increase in the number of minority 
shareholders reflects an increase in trust, which 
creates a favorable social environment for the 
corporation and increases its profits. 

One of the OECD Principles' main goals is to 
increase the investment attractiveness of 
corporations in the Commonwealth countries. 
Therefore, foreign investors can predict, plan, 
and, most importantly, understand participants' 
behavior in the turnover for an adequate 
assessment of the risks of investing their funds. 

In many ways, the achievement of this goal is 
associated with ensuring foreign investors' rights 

and the transparency of corporations. And this is 
another global problem of modern corporate 
governance in Russia. 

The problem of implementing the principle of 
ensuring information disclosure and transparency 
is large. As of 03/01/2020 (according to 
https://www.nalog.ru), 10,803 public corporations 
are operating in the Russian state, which is 0.34% 
of the total number of commercial organizations. 
We are talking about joint-stock companies, 
whose shares are placed through open 
subscription. For this organizational and legal 
form of corporations, the requirements for 
disclosing information about their activities are 
established. 

Despite this, the economic doctrine still notes 
a lack of information published by them, especially 
regarding the observance and implementation of 
corporate governance principles or the formalism 
of reflecting such information (Jarovoi 2019). 

According to foreign authors, the state's 
operating environment's opacity hinders the inflow 
and movement of capital (Mina, 2015). 

98.4% of all commercial corporations in 
Russia are non-public business companies 
(limited liability companies and non-public joint-
stock companies), which have no obligation to 
publish significant information about their activities 
(with rare exceptions) - Figure 4. 

When analyzing the activities of non-public 
corporations, it is possible only to rely on the 
information available on the websites of 
companies (if any), on data from public sources 
(data from the media, extracts from the Unified 
State Register of Legal Entities, data from the 
registers of procurement procedures, data from 
the FSSP on enforcement proceedings, 
information on arbitration cases on kad.arbitr.ru, 
etc.). 

In our opinion, the current Russian legislation 
does not contain the necessary provisions to 
facilitate the transparency of non-public 
corporations' activities. There is no obligation to 
disclose information on significant corporate 
decisions (for example, on the approval of major 
transactions and related-party transactions), 
persons who significantly influence the 
corporation's activities or any other facts that may 
have a material impact on the corporation's 
activities. 

Obtaining this information is important for 
counterparties of non-public corporations, 
potential investors (for example, planning to 
purchase the company's bonds or provide it with 
factoring financing). 
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Figure 2: Trends in corporate earnings 

 
 

 
Figure 3:Dynamicofminorityshare 



Ushvitskiy and Didenko The Importance of Corporate Governance Principles in the Activities of Modern 
Corporations 

 

Bioscience Research, 2020 volume 18(1): 53-61                                                             58 

 

 
Figure 4: EconomicSocietiesinRussia 

 
Concerning public companies, information 

disclosure mustn't be carried out formally, 
especially concerning the management bodies' 
effectiveness, the existing corporate governance 
mechanism. It is also possible to manipulate 
information, implement a beneficial interpretation 
(Baimukhamedova & Baimukhamedova 2015), 
and provide false, incomplete information. 

The economic doctrine sometimes expands 
the list of corporate governance entities to include 
other stakeholders (Kuwayeva, 2014). As a rule, 
stakeholders are understood as creditors, 
investors, employees, authorized bodies, etc. 

However, in our opinion, the corporate 
governance subjects are only corporation bodies 
authorized to make decisions by the company's 
constituent documents and legislation. 

Other interested parties can only influence 
corporate governance, and only in certain cases 
can become its subjects. 

For example, in foreign countries, employees 
of a corporation, through their representatives, 
directly participate in corporate governance 
through the institution of code determination - they 
vote at meetings of the corporation's supervisory 
body. 

As a general rule, workers in Russia are not 
endowed with such an opportunity. Their 
representatives may only have an advisory vote if 
they participate in the corporation's bodies (by 
labor law). 

The possibility of direct implementation of 

corporate governance for Russian employees is 
possible in the case of doing business in the 
organizational and legal forms of a production 
cooperative - 0.3% of the total number of 
commercial organizations and a joint-stock 
company of employees (people's enterprise) - the 
number of operating companies does not exceed 
20, according to SPARK- Interfax. 

The possibility of investors' corporate 
governance is available when they acquire 
shares/stocks/shares in the corporation's capital. 

Other cases of real participation in the 
implementation of corporate governance are 
possible only upon concluding an agreement on 
the management of an economic partnership (the 
number of active ones does not exceed 50 
according to SPARK-Interfax) - when it is possible 
to grant the rights of corporation participants to 
persons who do not have a contribution to the 
contributed capital of an economic partnership. 

As can be seen from the data presented, the 
number of cases where stakeholders (employees, 
counterparties, investors) can exercise corporate 
governance without acquiring a stake/shares in a 
corporation in the Russian Federation is 
insignificant. 

It means that stakeholders depend on the 
corporate decisions made and do not directly 
impact their results in most cases. 

However, even in the absence of direct 
influence on corporate governance, the 
corporation is interested in cooperation with 
stakeholders. In the presence of favorable long-
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term relations between them, labor productivity 
and qualifications increase investment 
attractiveness increases, volumes of supplies with 
"old" counterparties increase, etc. 

Thus, the corporation must build mutually 
beneficial relationships with stakeholders 
(employees, investors, creditors, etc.) and 
consider the consequences of corporate decisions 
on the balance of interests between them. 

Thus, according to RBC PRO (Actions and 
protests, 2019), large Russian corporations 
reward their good employees with shares of the 
corporation itself (micro-shares). In "Auchan," the 
incentive program has been operating since 2010, 
the value of shares from 2008 to 2018 increased 
by 200%. In TCS Group (Tinkoff holding 
company), employees manage shares in the total 
amount of USD 176 million (May 2019). At the 
same time, the price of Tinkoff shares has grown 
by about 6 times over the past 3 years. 

The OECD principles highlight the board of 
directors (supervisory body) as the corporation's 
strategic body. For this reason, the OECD 
Principles recommend the creation of a 
mechanism to ensure that board members can be 
held accountable for the performance of their 
duties in bad faith. However, there are certain 
obstacles in Russian corporate governance to 
ensure this opportunity. 

An illustrative example of bringing to the 
subsidiary liability of members of the management 
bodies of JSCB "InvestBank" in the framework of 
its bankruptcy. 

Thus, the court of the first instance imposed 
subsidiary liability on 13 members of the 
Supervisory Board of JSCB "InvestBank." The 
basis for bringing them to justice was the approval 
of non-performing loans (Arbitration Court of 
Moscow, 2019). 

However, the Court of Appeal overturned this 
decision, considering that the credit decisions 
guided the Supervisory Board members on 
borrowers prepared by the bank's expert divisions. 
In the court's opinion, the board of directors had 
no obligation to independently determine 
borrowers' financial position to which loans were 
issued. This responsibility lay with the bank's head 
(Chairman of the Board) when signing the loan 
agreement (Court of Appeal No. 9, 2019). 

The practice of holding accountable only the 
head and other persons who acted on behalf of 
the corporation by power of attorney were also 
found by us in the analysis of bankruptcy 
procedures of other banks - for example, within 
the framework of the insolvency of Baltika Bank 

(Arbitration Court of Moscow, 2018). 
In our opinion, such judicial practice cannot be 

considered justified. Yes, the board of directors is 
a strategic management body; it does not 
exercise current control over the corporation's 
activities. However, the mechanism for approving 
large transactions and related-party transactions 
was not invented to duplicate the corporation's 
expert division's conclusion formally. 

Members of the board of directors, being 
representatives of the company's top 
management, must assess such decisions' 
economic feasibility and their compliance with the 
corporation's general economic and investment 
strategy. 

The existing practice generates awareness on 
the part of the board members of irresponsibility 
for the consequences of their actions, which 
damages the economic turnover, "generates" 
nominee directors without property, who are held 
accountable for their signatures on the company's 
flawed transactions. 

CONCLUSION 
One of the important trends in modern 

corporate governance in the world is creating 
common economic structures of corporate 
governance to integrate corporations of different 
states into a single economic space. For this 
purpose, OECD members developed the 
Principles of Corporate Governance in 1999 (as 
amended in 2004 and 2015). However, there are 
problems associated with the effective 
implementation and implementation of the OECD 
Principles in Russia. 

The analysis course established that the 
borrowing of economic structures from foreign 
legal orders should be economically feasible. 
Their implementation should be thoughtful, 
corresponding to the conditions of Russian 
turnover. Non-working economic structures 
(economic partnerships) were identified, as well 
as those that damage the economic turnover of 
Russia ("one person" companies) and must be 
reworked accordingly. 

Based on the economic analysis of financial 
results and minority capital of large Russian 
corporations providing services to the population, 
these categories' dependence was established. It 
was revealed that the growth of minority capital 
increases the level of confidence in the 
corporation among citizens, increases consumer 
demand for the company's goods/services, 
increases equity capital, and has a beneficial 
effect on increasing profits. 



Ushvitskiy and Didenko The Importance of Corporate Governance Principles in the Activities of Modern 
Corporations 

 

Bioscience Research, 2020 volume 18(1): 53-61                                                             60 

 

A significant problem of Russian business, 
which hinders the growth of Russian corporations' 
investment attractiveness, is revealed - the lack of 
transparency of financial and economic activities. 
According to the analysis results, it was found that 
more than 98% of commercial corporations are 
non-public, the activities of most of which are non-
transparent, hidden from a potential investor. 

Based on the analysis of Russian arbitration 
courts' judicial practice, a negative trend was 
established associated with the courts' 
development of a position. Members of the board 
of directors (supervisory board) should not carry 
out financial. Other economic analysis when 
making decisions at meetings of this body 
(including on the approval of large transactions), 
they should not be held responsible for the 
decisions made that led to the corporation's 
bankruptcy. This practice directly contradicts the 
OECD Principles and gives rise to the 
irresponsibility of top management. 
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