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CSJ President’s Message

Last year's corporate governance
conference (CGC) addressed many
issues which, at the time, could still be
regarded as 'frontier' issues in corporate
governance. Board diversity was one such
issue and certainly elicited strong views
on both sides of the debate.

Only six months later, how the landscape
has changed. In October last year, board
diversity was not on the agenda of many
Hong Kong boards. Indeed, Professor Judy
Tsui, Chair Professor of Accounting at The
Hong Kong Polytechnic University, argued
in her CGC presentation that Hong Kong
had fallen well behind other jurisdictions
in terms of its board diversity standards.

Professor Tsui, who authored the preface
of the HKICS/ CLP research report on
diversity (Diversity on the Boards of Hong
Kong Main Board Listed Companies),
published in October 2012, highlighted
the very narrow pool of talent that Hong
Kong companies tend to draw on to fill
board positions - both in terms of age
(the average age of Hong Kong directors is
58 years); gender (only 9% of Hong Kong
directors are female); and professional
training (typically Hong Kong directors are
accountants with experience in banking).

Six months later, the issue of board
diversity is now firmly on boardroom
agendas. The new code provision in the
Corporate Governance Code, due to be
implemented in September this year,
has meant that board diversity is now a
compliance issue for the boards of listed
companies. If you are in any doubt as to
the new compliance obligations brought
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in by the new code provision, or if you
are looking for inspiration on how to
advise your board on this issue, then this
month's journal is an essential read.

In our lead cover story this month (see
pages 8-12), Rosie Halfhead, Programme
Director, Diversity on Boards, Community
Business, argues that compliance with
the new code provision is an opportunity
for Hong Kong companies to catch up
with stakeholder expectations in this

area and start reaping the benefits of a
more diverse board. Her article also has a
practical focus - Rosie worked closely on
the Community Business guide (Improving
Governance through Board Diversity: A
Guide for Companies Listed in Hong Kong),
published in April this year, and she is
therefore able to address the modalities
of formulating a relevant board diversity
policy and setting up appropriate internal
controls to report to stakeholders on the
company's progress towards achieving its
diversity goals.

The board diversity theme continues in
this month's In Profile interview, which,
unusually, features two interviewees -
Elsie Leung, Hong Kong's former Secretary
of Justice and Susie Cheung, General
Counsel and Company Secretary of the
Hong Kong Mortgage Corporation (see
pages 14-19). This dual interview format
is unusual for the journal but is one
which | think we should use more of in
the future. The different perspectives
and expertise Elsie and Susie are able to
offer give the reader some very thought-
provoking and interesting insights into
gender equality and board diversity in
Hong Kong.

Susie, who is also our Membership
Committee chairperson, has considerable
experience in working for high-level

boards in Hong Kong and she points out
that Hong Kong offers many opportunities
for women with the requisite skills. She
also highlights some current initiatives

to raise the number of women on boards
in Hong Kong, including our Institute's
seminars on ‘board readiness’ designed

to increase the number of company
secretaries taking up board appointments.

Susie's comments are complemented
by the perspective Elsie gives of the
gradual evolution of Hong Kong's civil
and political environment over the last
50 years. Elsie, who is also an Honorary
member of the Institute, shows that
the social values underpinning gender
equality, board diversity and inclusion
have changed remarkably over her
lifetime. It may be hard to believe that it
was only in 1971 that concubinage was
abandoned and men and women were
given equal rights of succession.

Social values change over time and
yesterday's 'frontier' issues often become
today's standard practice. Companies
wishing to stay ahead of the curve of
stakeholder expectations, therefore,

need company secretaries capable of
thinking ahead and advising the board
on the changing landscape in which the
company operates.

Edith Shih FCIS FCS(PE)
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Ask the Expert

Q o Wecurrently prepare paper board packs and want to
® keep control of sensitive board information in-house.
If we switched to a board portal how could we control who

sees what?
A » Agood board portal supplier takes strong measures

e toensure that sensitive data is managed and
stored securely. The range of threats to confidential online
communication is broad, and a board portal must protect data
against all of them. To address these threats, a security-conscious
portal is protected by full strength encryption, multi-factor
authentication, and is hosted in a highly secure site.

Our viewpoint is that a board portal supplier must maintain a
strong perimeter defence using multiple layers of security and
constant monitoring. Considerable resources should be allocated
to continuously improving security with the latest technologies.

A good board portal supplier will encrypt all data using strong
ciphers, both during network transport and while residing on
computing platforms. In addition, it should ensure that each
customer's content is segregated into an individual repository
and encrypted with a unique key. Only authorised users can
access protected data - barring even the supplier's system
administrators.

A big part of board communication is about who sees what and
when they see it. Our view is that a board portal should have the
functionality to allow administrators to target content to one set
of users while simultaneously restricting access to another set.
Since you are currently using a paper process, you have the ability

If you would like to ask our experts a
question, please contact CSj Editor
Kieran Colvert: kieran@ninehillsmedia.com

Boardv/antage

to distribute different materials based on the particular board
member. This process works despite the fact that it may be slow
and inefficient. Customers need the assurance that they will not
lose this control when implementing a board portal solution.

Our solution to this challenge is a ‘permissions' system that gives
administrators the ability to restrict access to certain security-
sensitive areas and documents. Every folder and file has its own
permissions for greater control over content. Permissions include
the ability to view, print, edit, or own the document. Role-based
security allows the administrator to grant document access
including print and save options by committee, group

or individual.

In addition to content segregation, a good board portal must
have a system to ensure that all content, including directors’
notes, remains under the central control of the administrator.
Essentially it must allow administrators to perform the same
practice of collecting board books and shredding their contents
after the meeting.

Erin Ruck, BoardVantage
eruck@boardvantage.com
tel. +852 2293 2698
www.boardvantage.com
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CSJ Cover Story

Breaking new frontiers
with boardroom diversity

The clock is counting down to 1 September 2013 when Hong Kong's new Corporate Governance
Code provision on board diversity becomes effective. Rosie Halfhead, Programme Director,
Diversity on Boards, Community Business, urges companies and company secretaries to seize this
opportunity to demonstrate progressive and enlightened thinking that will be a catalyst for long-
term positive change in the boardroom and beyond.
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From 1 September 2013, listed
companies will need to either comply
or explain any non-compliance with
the new code provision in Hong Kong's
Corporate Governance Code requiring
them to have and report on a policy on
board diversity. As a non-profit focused
on corporate responsibility, diversity
and inclusion, Community Business is
certainly hoping for more compliance
than explanation. We are also hoping
for what we are terming ‘'meaningful’
compliance. Namely, the development
and implementation of focused and
sustainable board diversity policies
that are relevant for each individual
issuer and that can be a catalyst for
long-term positive change in the
boardroom and beyond.

An increasing body of research points
to the benefits of board diversity -
greater innovation, increased creativity,
better decision making, and more
informed risk-taking are just some of
those that are frequently mentioned.
Since directors are compelled to make
decisions in the best interests of their
companies while taking the viewpoints
of multiple stakeholders into account,
it stands to reason that having a

broad diversity of perspectives is
preferable to what is commonly referred
to as ‘groupthink’

Imagine a scenario where a group of like-
minded individuals who have similar ages,
backgrounds and experience need to deal
with an unexpected, highly complex and/ or
disruptive event that requires timely board
guidance and decisions. They are likely to
be in uncharted territory way beyond their
comfort zone and may therefore be unable
to foresee possible outcomes and consider
how best to manage and mitigate the
issues and risks involved.

At its simplest, a diverse board should be
made up of the right people and should
harness their unique and individual skills
and experiences in a way that collectively
benefits the company and the business.
This approach may take time and effort,
but companies that make this investment
will undoubtedly reap the benefits. We
are not yet there in Hong Kong. From
research published by the HKICS last
October (Diversity on the Boards of Hong
Kong Main Board Listed Companies), we
see that the 'typical Hong Kong director
is male, aged 58, is an independent non-
executive director and an accountant with
experience in banking'

The decision of Hong Kong Exchanges and
Clearing Ltd (HKEX) to introduce a new
code provision on board diversity was a
bold and enlightened move for a market
that, until recently, has been conservative,
entrenched and, as noted above, male-
dominated in its approach to board
composition. Fortunately, combined with
the impact of other recent changes to the
Corporate Governance Code, notably the
requirement for all boards to comprise
one third independent non-executive
directors (INEDs), mindsets are beginning
to change. Companies need to look
beyond the current stock of directors to
find new blood. The code provision is not

Highlights
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prescriptive and there is no such thing as
a 'diversity standard' or a ‘right or wrong'
way. Nor are there any specific targets

or quotas in place. In the spirit of Hong
Kong and its free-market thinking, HKEx is
deliberately leaving companies to define
diversity in a way that is relevant for them.

Company secretaries are, and should be,
at the heart of the changes underway.
They can provide an effective bridge
from the traditions of the past to a more
modern and forward-looking 21st century.
As HKICS President Edith Shih said in the
foreword to the research report on the
Significance of the Company Secretary in
Hong Kong Listed Companies, published
last November, what better way to add
‘real, tangible value to an organisation...
(than to) be seen to do so by our peers,
our boards, the regulators and especially
the shareholders of our company?'

Changes are made to the Corporate
Governance Code on a regular basis, but
the amount of publicity and attention
given to the topic of board diversity is
interesting. Perhaps because it is time

for Hong Kong to catch up with other
jurisdictions around the world with a

little 'encouragement’ from the regulator?
Perhaps because there is a real market
desire to strengthen corporate governance

the new code provision on board diversity in Hong Kong's Corporate
Governance Code should be seen as an opportunity rather than a

compliance burden

e there is a growing realisation that diversity makes sense because it leads to
better decision making and risk management

e those advising boards, including company secretaries, can play a visible and
influential role in encouraging relevant and meaningful board diversity

June 2013 09
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and Hong Kong's competitive positioning
as a listing destination? Or perhaps because
in the boardrooms and corridors of power
of Hong Kong's corporations, there is a
growing realisation that diversity makes
sense because it reflects the increasingly
globalised economy and multicultural
workplace, and therefore a diversity of
background, thought and experience in the
boardroom is essential to good business?

Diversity and inclusion

There are many different ways to
define diversity. At its broadest,
diversity is about ‘differences.

A diversity model reflects an
increasingly globalised economy

and multicultural workforce where
value is placed on a diversity of
background, thought and experience.
Enlightened organisations will
benefit from the dynamics that
come from embracing different
perspectives shared from individual
standpoints. Board diversity is about
board members bringing diverse
perspectives to the board. Diversity
of board members can be achieved
through appointment of board
members from different backgrounds
and can be achieved through
consideration of a number of
factors that combine demographic,
experiential and personal attributes.
However, diversity in itself is not
enough. What is required is inclusion
- a culture and environment where
individuals have both a seat at

the table and a full voice in the
conversation. A company should
therefore strive to be both diverse
and inclusive.
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So, as a company secretary, legal counsel
or other adviser, how do you get the
boardroom diversity discussion underway?
Demonstrating that you are aware of
current thinking and best practice is a good
place to start, combined with suggesting a
concrete and practical course of action that
makes sense for your company. Whatever
approach you take, it is essential to engage
with the board chairperson from the
outset, as experience shows that this type
of cultural change needs to be led from

the top, even if the chairperson delegates
the responsibility for follow-through to

the nominations committee, CEOQ, company
secretary or other executives.

A four-step plan for action

Having a considered and structured way to
tackle the topic is preferable to an ad hoc,
one-off approach. Here are four steps that
reflect best practice from around the world
and that can work across all business
sectors. The steps are relevant for listed
companies as well as any other type of
organisation that has a board of directors.

1. Starting the conversation

This entails looking at your business
strategy and any diversity policies and
processes that already exist; determining
the level of diversity in your business; and
reviewing your current board composition
within this context. Questions to consider
include:

® Do we have any written policies on
diversity or HR policies relating to
equal opportunity and human rights?
How do they/ could they apply to the
board?

e To what extent do we want to use
this opportunity to address/ align our
company's diversity strategy with our
approach to boardroom diversity?

(44

this is, therefore, an
excellent opportunity

to communicate and
demonstrate considered,
progressive and
enlightened thinking that
could set your company
apart from its peers

7

e Whatis the make-up of our
workforce today - how do we expect
that to change in the near, medium
and long term?

e Who are our key stakeholders
and to what extent is diversity
important to them, now and into
the future (stakeholders can include
shareholders, customers, partners,
suppliers and other key influencers)?

e What skills are essential to our
business for a meaningful policy and
strategy on diversity?

e  What board director attributes/ skills
are most important to us? How do
these reflect the current composition
and skillset of our board?

2. Articulating the board diversity
policy

This is a requirement of the new code
provision if your company plans to
comply. In writing your policy you will
define what diversity means to your
company and its board. It will also be
an essential framework for action by
your board, your executive and others



as required. And it will be a declaration
of intent to your shareholders and
stakeholders and to the general public.

This is, therefore, an excellent opportunity
to communicate and demonstrate
considered, progressive and enlightened
thinking that could set your company
apart from its peers. It can also be a
means to attract and retain customers
and employees, as well as investors.

If you are doing this for the first time, it
makes sense to start with the basics rather
than over-promise, but your discussion
with the board could lead you to 'think
big' even if you 'start small: Having a
vision for your approach to diversity
and recognising that it will take time

to achieve it is preferable to restricting
the thinking to the bare minimum from
the outset. If you need inspiration, there
are many companies in the world that
are already leading the way in diversity
and being very transparent about their
ambitions and their progress.

Ideally, your policy should make reference
to your company's mission and values,
its approach to board nominations and

appointments, the means by which it
plans to measure board effectiveness,

as well as specific timelines for
implementation and what support
structures are in place to help throughout
this process.

3. Evolving your board

With a policy in place, you can now
consider specific actions that will support
your ambitions for board diversity. This

is an opportunity to reconsider your
nominations and appointments process,
making sure that you have clear and
transparent criteria and processes in
place that align with your policy. It is
also an opportunity to review how you
recruit and how you can diversify your
recruitment channels and seek external
expert support in this process; and it is
also an opportunity to develop director
training and evaluation programmes and
processes. Evolving the board does not
only mean appointing 'new' people, it can
also be achieved through training existing
directors. Questions to consider include:

e What are our existing nominations
and appointments processes? How
effective are they? How do we know?

CSj Cover Story

e  Are our review panels diverse
enough? How is our diversity policy
communicated to them?

e How do we ensure that any third
parties involved in our recruitment
process (such as executive search
firms) understand and act in
accordance with our board diversity
policy?

e How many candidates we have
considered were previously unknown
to us?

e  How do we evaluate the impact from
the training and education we offer
to our board directors?

e Do we conduct regular board and/
or director evaluations? How are
the outcomes of these shared and
actioned?

4. Staying on track

Reporting is another requirement of

the new code provision. It makes sense

to plan this from the outset and put

in place mechanisms that will help a
reporting process as well as a tracking and
monitoring process to enable long-term,
sustained progress.

Where possible, include specific goals

and targets; as the old adage goes ‘you
can't manage what you don't measure:
Objectives can be measured through
procedural and structural objectives

(for example setting up internal review
and reporting procedures or a diversity
committee, etc); targets (for example
specific diversity characteristics that you
have identified as priorities for future
board composition such as language skills,
geographical experience, gender, age, etc);
and dedicated initiatives or progammes
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(for example awareness training for
directors on relevant diversity topics).

You may have a mix of measures that you
track internally within the board along
with others that you will include in your
corporate governance reporting for your
shareholders and the general public.

As with any new initiative, it will be
important to agree how you plan to
review progress and evolve your strategy
and plans as necessary. Consider how
often this should happen, who should
initiate it and who should be involved in
the process.

New frontiers for the company
secretary

Those advising board chairs, including
company secretaries, can play a visible
and influential role in encouraging
relevant and meaningful board diversity.
This should not be a box-ticking or cut
and paste exercise to simply ‘comply’
with a new requirement. This can be
opportunity to plan for and influence
change within a boardroom that has a real
impact on the company's organisational
and business models and ultimately on
business performance. For company

Board diversity guide

66

company secretaries
are, and should be,
at the heart of the
changes underway

7

secretaries who aspire to contribute
more to top management activities
(as suggested in recent research) then
we would suggest that board diversity
is certainly a new 'frontier' topic to
embrace. It offers a unique blend of
corporate governance, regulatory
change and best practice - which can
only play to the strengths of the 21st
century corporate secretary.

Rosie Halfhead
Programme Director, Diversity
on Boards, Community Business

On 18 April this year, Community Business released a ‘how to' guide that offers

practical advice to help companies formulate a relevant board diversity policy and

to create the right environment and mechanisms for impactful and sustainable

implementation that delivers tangible business benefits. Improving Governance

through Board Diversity is based on Community Business' considerable knowledge

and experience of diversity that is derived from many years of working with

companies who are leading the way in diversity and inclusion. This article reflects

the thinking in the guide which is available to download in English and Chinese

at: www.communitybusiness.org/DOB.
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Community Business is a non-

profit organisation whose mission

is to lead, inspire and support
businesses to improve their positive
impact on people and communities.
As a thought leader in corporate
responsibility in Asia, Community
Business conducts research,
facilitates events and networks, leads
campaigns and provides consultancy
and advice. Its major areas of focus
include: corporate responsibility
strategqy, diversity and inclusion,
work-life balance and community
investment. Founded in 2003 and
based in Hong Kong, Community
Business works with leading
organisations across the Asia region.
For more information, visit www.
communitybusiness.org.

The HKICS reports mentioned in this
article (‘Significance of the Company
Secretary in Hong Kong Listed
Companies’, and ‘Diversity on the
Boards of Hong Kong Main Board
Listed Companies’) are available

at the ‘Publications’ section of the
HKICS website (www.hkics.org.hk).
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Elsie Leung, Hong Kong's former Secretary of Justice, and Susie Cheung, General
Counsel and Company Secretary of the Hong Kong Mortgage Corporation, picked
up awards at the latest ‘Asia Women in Business Law Awards'. In this interview
with CSj, they discuss board diversity and gender equality in Hong Kong.




C ongratulations on your awards at the ‘Asia Women

in Business Law Awards'. Why do you think there is a
significantly lower number of women than men in leadership
positions in Hong Kong?

Susie Cheung:'It is true that the proportion of women sitting

on the corporate boards and executive committees, not just in
Hong Kong, but across Asian countries, is strikingly low compared
with Europe and the US, even though women remain under-
represented in those regions too. An international comparison of
some of the developed countries shows that the Nordic countries
continue to lead the developed world in their percentage of
female directors - in Norway the figure is 36.1%. Currently in
Hong Kong 9.5% of directors are female and in mainland China
the figure is 8.4%. This puts us above average in Asia - Japan has
a mere 1.19% of women representation on its boards!

This narrow representation of women at the top of the corporate
hierarchy is due partly to the lower rates of female labour
participation at the senior level. The higher up the hierarchy you
go, the less visible women become. This means that it can be
difficult even to begin feeding women into the pipeline for senior
positions. China, for example, has one of the world's highest
female labour participation rates (about 74% of women aged
15-64 are engaged actively in the labour market), but women
account for only 8.4% of its corporate board members.

While Hong Kong has not fared too badly compared with some of
its neighbouring countries, there is no reason for complacency as
globally many governments and corporations are moving in the
direction of actively promoting board diversity. The UK, the US and
other major economies have undergone corporate governance
reforms in this area, and there is an urgent need for Hong Kong to
align itself with the best international practice in order to maintain
Hong Kong's position as a major international financial centre.

The question therefore is what has held women back from
participation in corporate boards or senior management roles?

The barriers are manifold but most obvious perhaps is the "double
burden" syndrome, where many women have to balance their work
and domestic chores since, culturally, women are expected to take
sole responsibility for family and household duties. Despite the
prevalence of domestic helpers in middle-class households in Hong
Kong, women still struggle to balance the demands of work and
family. Their representation in the labour force drops dramatically
after marriage and by implication child bearing, which indicates
that women incur large opportunity costs when starting families.
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The second biggest barrier is probably the "anytime, anywhere"
performance model where a manager's performance is gauged
by the level of his or her availability to work on assignments. This
makes it difficult for women who want to balance their work
with family responsibilities to succeed. Lack of pro-family public
policies/ support services such as child care and flexible working
hours by the government and employers is a major barrier to
increasing gender representation in senior positions. Flexible
working time, which is quite a common work arrangement in the
West, is seldom adopted by employers in Hong Kong.

A third barrier is gender stereotyping where women's promotional
prospects are limited by the "glass ceiling” (meaning the vertical
sex segregation in organisations), the "glass walls" (meaning the
occupational segregation), and the "sticky floors" (meaning there
may not be any career movement beyond the initial job entry)
that still persists even after the passing of the Sex Discrimination
Ordinance in 1995. These represent hidden obstacles for women
to be promoted to senior positions due to the often unspoken
deep-rooted gender bias against women in business.

The absence of female role models who can inspire and encourage
other women, and a lack of networks that can be crucial to the
advancement of women's career, can be seen as another barrier.
Programmes such as sponsorships and mentorships designed

to nurture the talents of potential women leaders are crucial to
assist women to advance up the corporate hierarchy.'

Elsie Leung:'l agree with Susie, women have traditionally been
in an inferior position to men. In 1842 when Captain Elliot landed
in Hong Kong it was announced that Chinese law would continue
to apply to Chinese residents. So for many years the Qing law
which is quite inequitable to women continued to apply in Hong
Kong, although the Qing dynasty ceased to exist from 1911. This
was particularly the case in family law. Men could have as many
concubines as they could support and could oust their wives on
several grounds including not bearing a son, being disrespectful
to their parents-in-law and even talking too much! It was only

in 1971 that there was an extensive amendment of the law,
concubinage was abandoned and men and women were given
equal rights of succession!

I'm sure there will be many readers surprised to learn that
such basic reforms were so recent.

Elsie Leung:'l was admitted in 1968 so in my student days | still
had to know about the Qing law. Under Qing law the widow had
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no right of succession, only the right of administration of the
family assets. Married daughters had to move out of the house
and unmarried daughters upon marriage were entitled to a dowry
suitable to the standing of the family. As you can imagine, this
caused a lot of disputes. Widows would try to keep the power of
administration while sons would want the money in their hands
as soon as possible. There were also disputes between the main
wife and the concubines.

In 1976 the International Covenant on Civil and Political Rights
(ICCPR) was extended to Hong Kong, but international conventions
have no legal effect until implemented by local laws, so women
were only given the same statutory rights as men in Hong Kong
when the Hong Kong Bill of Rights Ordinance was passed in 1991.
After that we had the Sex Discrimination Ordinance enacted in
1995 and the setting up of the Equal Opportunities Commission.

But the big change came with education. Traditionally, if a family
could only afford to educate one child then the boy would be
prioritised. Even where families could afford to educate their girls,
some still opted not to do so because they were opposed to girls
learning too much. Having nine years compulsory education for
boys and girls only started in 1978.

Another factor was the development of legal aid and the
Comprehensive Social Security Assistance scheme (CSSA). All this
was developed in the 1970s. Before that women were forced to
tolerate their husband's cruelty as they had no means to support
themselves outside the family. The availability of social services
supported such women!

Why then do you think, despite the availability of education
and better equality, are we still seeing such a disparity in the
ratio between men and women in senior positions?

Elsie Leung: ‘Traditions are hard to change. Many women still
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boards make decisions and
policy and if you have
contributions from the best
of both men and women then
you will make better policy
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Elsie Leung, former Secretary of Justice,
HKSAR Government

feel that they should not be better than men, for example. In

the 1980s there was a survey comparing women's attitudes in
Hong Kong, Beijing and Guangzhou. The respondents were asked
whether they would be afraid of doing better than their spouses.
In Beijing the answer was no. This was probably because, since
the establishment of the PRC, everyone in mainland China as

a state worker got the same wages per month and there were
no distinctions between males and females. In Guangzhou the
response was 50/50, but in Hong Kong a majority of women said
they would be afraid to do better than their spouses for fear
that it would harm their marital relationship. | think this is still a
factor now - sometimes women do not want to be promoted as
it might hurt their family relationship:

Susie Cheung:'According to a World Bank report published in
2012, there were more women than men studying in universities
in 60 countries it researched. Recent statistics released by the
European Union in 2012 showed that 60% of the graduates from
universities in the EU's 27 states are women.

In Asia too, women account for half of all graduates, but they
still remain under-represented at senior levels of corporations.
Some commentators argue that it will simply take time for
these women to get to the top, but research and experience
elsewhere suggests that this is unlikely to be the case. A rise in
female graduates in Europe has had only a marginal effect on
women's representation on boards. In the case of Hong Kong,
research undertaken by management consultants McKinsey

in 2012 showed a significant attrition rate for women as they
progress through the corporate pipeline: university graduates
(54%), mid-to-senior management (239%), board (9%) and

CEO (2%). The same pattern applies throughout Asia. Thus, if
companies want to see more women in their leadership teams,
they will have to address the cultural and organisational issues
identified above!



What should businesses do to make workplaces more

family friendly?

Susie Cheung: 'Progress towards higher representation of women
in senior positions is likely to require action by governments, the
wider business community and individual companies. The initiative
taken by Hong Kong Exchanges and Clearing (HKEx) introducing

a code provision in Hong Kong's Corporate Governance Code
requiring all listed issuers to have and to disclose a policy on
board diversity, effective 1 September 2013, is definitely a step in
the right direction. While requlators and the government clearly
have an important role to play in focusing the community's
attention on this issue, initiatives to promote and implement
gender diversity in board and senior management positions should
also be taken up by companies. A commitment by companies to
implement all or some of the initiatives covered by McKinsey's
Women Matter 2010 report - such as options for flexible working
conditions and support services to help reconcile work and family
life - would go a long way to providing a conducive environment
to groom more women leaders for the future!

Elsie Leung: 'Some big companies like HSBC now have créche
facilities, but this is rare in Hong Kong:

Should Hong Kong consider imposing quotas to raise the
number of women on boards?

Elsie Leung:'l think things will evolve without a revolution. Better
education leads to better opportunities. In Hong Kong we also have
the benefit of domestic helpers. This has enabled women who want
to work to do so. | think the best way to achieve equality is through
equal competition rather than a quota system which would risk
elevating people who are not the best candidates for the job!

Susie Cheung: 'l agree with Elsie's comment that, ultimately,
the advancement of women to board and senior management
positions should be determined by merit. The issue of whether
or not to impose quotas for women on boards was extensively
considered by HKEx during the consultation which led to

the latest amendment to the Corporate Governance Code
concerning board diversity. The reasons given by HKEx for

not imposing quotas on issuers' boards included, firstly, that
diversity should not be restricted to gender. It was considered
that a diversity of perspectives could be achieved by ensuring
a broad spectrum of characteristics and attributes are
represented, such as age and directors' cultural, educational
and professional backgrounds. Secondly, a quota system might
encourage the appointment of family members or recruiting
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"token women" who might lack independence. Moreover,
selecting board members on the basis of gender or other specific
characteristics was precisely the kind of stereotyping that
society should be seeking to avoid. Thirdly, measures relating to
board diversity are relatively new to the Hong Kong regulatory
regime and making any new board diversity requirements
subject to our "comply or explain” regime gives issuers the time
and flexibility to work out their own approach.

| think these represent cogent and sensible arguments against the
imposition of quotas. That said, in countries where the business
environment is strongly male-dominated the imposition of quotas
could kick-start the process of increasing the participation of
women in boardrooms:

What do you think of the argument that there are not enough
suitably qualified women available for board positions?

Elsie Leung:'Another government initiative has been to compile a
list of women who have indicated an interest in being nominated
for appointments, but few women know about this list.. The other
thing is directors' induction courses. These will help prepare
women for directorships!

Susie Cheung:'As | mentioned earlier, women graduates both in
Hong Kong and around the world, now account for half or more
of the total number of university graduates. There is therefore

no shortage of female graduates entering the labour pool. Due

to the many barriers mentioned above, however, few women
make it to the top of the corporate hierarchy. | think the business
community in Hong Kong should adopt initiatives to promote the
supply of board-ready women in Hong Kong.

The Women's Foundation, formally established in 2004, has been
working with institutional investors in Hong Kong to encourage
investors to take an active part in supporting more diverse boards
in their portfolio companies. The Foundation is also working with
executive search firms to develop a voluntary code of conduct
for board searches to ensure that companies are presented with
a diverse range of candidates. A community of female directors
is being built to provide a platform for networking and mutual
support to help sponsor and mentor aspiring women directors.
The Foundation is also partnering with local and international
organisations to deliver professional development and training
for experienced and aspiring female directors. In addition,
Community Business has published a guide entitled /mproving
Governance through Board Diversity.
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The HKICS, too, is in the process of launching its own gender
diversity initiatives, such as organising "board-ready" seminars
with speakers drawn from a panel of women role models, executive
search firms and professional consultants who can share their
views and experiences on gender diversity with fellow members of
the Institute who may aspire to become board directors. Members
should look out for such seminars on the HKICS website since they
will provide them, not only with the knowledge they need, but also
with a platform for networking and support in the future.’

Do women have a different leadership style from men?

Elsie Leung:'l don't want to generalise and say that women are
better than men, but boards make decisions and policy and if you
have contributions from the best of both men and women then you
will make better policy. If women don't have the same opportunities
to contribute as men, you lose the benefit of their input’

Susie Cheung:'Based on academic research and other empirical
studies, there is little doubt that women's leadership style

is different from that of their male counterparts. Research
conducted by McKinsey indicates five leadership qualities

that women tend to excel in (namely, people development,
expectations and rewards, role model, inspiration and
participative decision making). Men, on the other hand, are
generally strong in other leadership behaviours such as taking
individual decisions and corrective decisions when things go awry.

Women's leadership qualities are likely to have an influence on
the organisational health of companies. In a study by NASA

on the impact of mixed-gender crews, it was found that crew
members reported a general sense of "calmer missions" when
women were on board. Also, 75% of male crew members noted

a reduction in rude behaviour and improved cleanliness - no bad
thing when packed into a confined space for a long period of
time! In short, the participation of women on boards could lead to
a better mix of leadership skills.

Better board diversity could also lead to better corporate
governance. Following the scandals at several large corporates
in the late 1990s, the Sarbanes-Oxley Act of 2002 in the US and
the Higgs Review of Corporate Governance in 2003 in the UK
called for greater balance on boards to offset the relative lack of
independent advice and to reduce the homogeneity of directors.
A study of Canadian companies showed that boards with three
or more women performed much better in terms of governance
than companies with all male boards. The study found that

June 2013 18

more gender-diverse boards were more likely to focus on clear
communication with employees, prioritise customer satisfaction,
and consider diversity and corporate social responsibility.

Most interestingly, studies have also shown that there is a
correlation between female management and risk aversion. A
report compiled by Professor Nick Wilson at Leeds University
Business School showed that having at least one female director
on the board appears to reduce a company's likelihood of
becoming bankrupt by 20%, and that having two or three women
directors lowered the likelihood of bankruptcy even further.
Another study showed that companies with women at board level
are more likely to have lower levels of debt gearing than their
peer group where there are no women on board. Lower relative
debt levels have been a useful determinant of equity market
outperformance over the last few years:

Finally, can | ask you both to talk about your own personal
background. We often have feedback from readers that
learning about senior members’ careers can be an inspiration
to those on the way up.

Susie Cheung:'| studied law in London in the late 1970s and
obtained both my bachelor's and master's degrees at University
College, London. On graduation, | was offered articled clerkship
with a leading law firm in the City of London - an enviable good
fortune as in the early 1980s, graduates of non-English origin
would be offered articled clerkship typically only with very small
or suburban law firms.

| returned to Hong Kong and have been with the Hong Kong
Mortgage Corporation (HKMC) as its General Counsel and Company
Secretary since its establishment in 1997. The HKMC is owned

by the Hong Kong government through the Exchange Fund, but
operates as a commercial entity, and the Financial Secretary

serves as its Chairman. To date, | have served under five successive
Financial Secretaries of Hong Kong as my Chairman, and two Chief
Executives of the Hong Kong Monetary Authority as my Deputy
Chairman in a sizeable board ranging between 16 to 18 members.

This can be a daunting experience. The greatest challenge comes
when one has to point out at board meetings that certain of the
proposals under discussion may be untenable. That truly requires
confidence in one's legal competence, as well as the courage of
conviction to do what is ultimately in the best interest of the
HKMC. In order to ensure that the "dose of medicine" will be well
received by the board, you need to decide how best to present



your advice. Hence, this is not a job for the faint-hearted and you
will need to keep honing your legal skills and competence all the
time. On the other hand, there can be tremendous satisfaction
when a job is professionally done.

"Few things are impossible to diligence and skill,"said that great man
of letters Dr Samuel Johnson. "Great works are performed not by
strength, but perseverance". So, keep your dreams alive and reach
for the stars: you will soon find that there is a lot you can achieve!

Elsie Leung:'When | matriculated in early 1968 there was only one
university in Hong Kong at the time - The University of Hong Kong
- and there was no law school. None of my family was in the legal
profession, but a university entrance qualified you to enter into
articles of clerkship with a solicitor and | looked around for a law
firm to take me on. Many solicitors said that girls are not serious
about studying law, they just want the qualification. They said
women will just go to the ladies room to powder their noses and
disappear for shopping! They didn't believe | was serious about it.

After going around from firm to firm for six months, | was taken
on by a very senior solicitor. In those days many clients could not
communicate with the solicitors as they could not speak English.
So they communicated with Chinese-speaking clerks and those
clerks could take a commission on the business they brought in.
So | got a lot of cases.

Anyway, | completed my clerkship and started my practice in 1968.
In those days less than 10% of lawyers were female and many of
those women were confined to conveyancing and were not going
to court. | tried to do everything in order to get experience and at
one time | had 400 cases in hand, all related to a defunct bank. In
those days there were a lot of tenancy disputes, landlords would
often try to drive out tenants to raise the rent. For me, law is not
really about winning cases, it's about resolving disputes. In fact law
is the oldest form of social service and that was the goal | tried to
fulfill when carrying on my practise.
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there is an urgent need for
Hong Kong to align itself with
the best international practice
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Susie Cheung, General Counsel and Company Secretary
of the Hong Kong Mortgage Corporation

In 1997 | joined the government, | was 58 at the time. The Attorney
General, now called the Secretary of Justice, was not Chinese

and had to be replaced so | was asked by the first HKSAR Chief
Executive to join the government as the first Secretary of Justice. |
found myself heading a department of 300 lawyers and about 1000
staff. luckily | had very good colleagues and | did not need to take
care of the administration side of the job. Also, before the handover
| had organised a working group to study legal issues relevant to
the transition, that gave me some knowledge of what the transition
was all about. | was also helped by the fact that my career had
given me experience of the basics of legal practise, so my staff
could not tell me that this or that could not be done.

Nevertheless it was quite a challenge. In private practise all you
need to do is satisfy your client, but now six million people were
my boss and it is difficult to satisfy six million people. Having
been born and brought up in Hong Kong, though, | believed that
if you are faced with a challenge, you must not run away from
it but rise to it. In many ways, it turned out to be more difficult
than | thought it would be. Everyone was working to ensure

the transition worked. We had the basic law which could not be
altered and gave a very solid foundation and then we had the
common law which is very versatile. Our task was to make them
work together. This turned a new page for the development of our
legal system.

On the one hand it was very challenging but on the other it was
fascinating. Anyway, | stayed with the government for eight years
and, after a period of "sanitisation” as they call it, | returned to
private practise. Currently, | am a consultant for lu, Lai & Li, and
deputy director for the Hong Kong Basic Law Committee, in which
capacity | attend Standing Committee meetings in Beijing! ws

Elsie Leung received the ‘Lifetime Achievement’
award and Susie Cheung received the ‘Outstanding
Achievement’ award at the ‘Asia Women in Business
Law Awards 2012:
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Professionalising g
the board secretary
in Taiwan

In Taiwan, while there are requlations concerning the need for
board support, there are no regulations concerning the officers
carrying out that function. Professor Louis Chen, Chairperson of the
Association for Research & Development of Corporate Organisation
in Taiwan, argues that the role and responsibilities of board
secretaries should be defined more explicitly in Taiwan's rule books.

he operation of the corporate

board is fundamental to corporate
governance. In Taiwan, many companies
lack professional and full-time
board secretaries to assist boards of
directors which damages the interests
of shareholders if the boards fail to
perform their duties in corporate
governance and the companies
fail to comply with regulations. In
order to ensure the performance of
boards and corporate compliance, the
establishment of a company secretary is
a critical issue.

There are laws and regulations that
require companies to appoint a
qualified corporate secretary in a
number of jurisdictions including the
UK, the US, Hong Kong, Singapore,
and mainland China. The Institute

of Chartered Secretaries and
Administrations (ICSA) was established
in 1902 in the UK and it conducts its
‘International Qualifying Scheme' (1QS)
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to ensure that Chartered Secretarial
professional standards are maintained.
There are ICSA divisions in Singapore,
South Africa, Canada, mainland China,
Malaysia, New Zealand, Australia,
Zimbabwe and Hong Kong.

In Taiwan there are regulations

concerning the need for board support.

For example the Financial Supervisory
Commission (FSC), Taiwan's financial
markets regulator, has set out in
Regulations Governing Procedure for
Board of Directors Meetings of Public
Companies that public companies
must appoint a designated unit
responsible for board meetings. The
functions of this designated unit

are similar to the typical corporate
secretarial board support functions,
but there are no rules setting out the
required qualifications and training of
those working in the designated unit,
which may result in deficiencies in
board meetings.

Developing the board secretary role in
Taiwan

1. Roles and functions of the board
secretary

The effectiveness of the board is a critical
subject since companies are facing a
complex business environment, both

in terms of increased regulation and
tougher risk management challenges. The
Association for Research & Development
of Corporate Organisation, Taiwan,
recently sent a survey questionnaire The
Applications of Board Secretary to all
listed companies in the Taiwan Stock
Exchange (TWSE) and Gre Tai Securities
Market (GTSM - Taiwan's over-the-
counter and bond trading board). Of the
total 1,483 listed companies contacted,
there were 672 effective responses, giving
an overall response rate of 45.31%. An
impressive 81.85% of respondents agreed
that the role of the board secretary in
corporate governance and board support
is increasingly important. However, most
respondent companies do not have a full-



Board
Secretary

(44

given the lack of recognition of the board
secretary in Taiwanese enterprises and society,
the definition of the role and responsibilities
should be developed more explicitly

”

time board secretary unit. Only 17.86% of ®  managing corporate governance 2. Regulatory recommendations — FSC
respondents serve as a full-time position matters Defining more explicitly the roles and
and 81.40% of respondents serve in dual responsibilities of the board secretary
roles - usually the finance department or ®  managing regulatory compliance in Taiwan's corporate legislation and
the chief executive officer's clerk or the regulation would be a huge step
general administrative department are ® liaising between management and forward. This ideally would mean some
responsible for the operation of the board. the board statement regarding board secretaries'

functions in Taiwan's Company Act or
Given the lack of recognition of the board ® liaising between the listed company Securities and Exchange Act, but since
secretary in Taiwanese enterprises and and the authorities, and the evolution of the board secretary
society, the definition of the role and profession is in its infancy in Taiwan,
responsibilities should be developed more ®  maintaining shareholder this legislative reform will have to be a
explicitly. Moreover, in order to enhance relationships. long-term goal.

the recognition of board secretaries within

enterprises and increase the appeal of this Highlights
profession to students, the authorities

should promote the profession both

within college educational institutions e in the current business environment it is more important than ever for
and enterprises. corporate boards to have professional and full-time board secretaries

® the role and responsibilities of board secretaries should be defined more

The potential roles that board secretaries RO i ]
explicitly in legislation and regulation

can play in listed companies are set out

below: e professional training courses and certificates are essential to maintain the

professional standards of board secretaries in Taiwan
®  providing advice to the board
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we should provide [professional training]
courses and certificates, as well as university
level courses, to those interested in this field
in Taiwan so that the professional standards

of board secretaries are maintained

7

Initially, a more realistic and resource-
efficient initiative would be to revise
the Requlations Governing Procedure
for Board of Directors Meetings of Public
Companies issued by FSC. Article 5

of these requlations states that ‘The
board of directors of a company shall
appoint an agenda working group,
which shall be specified in the rules of
procedure. The agenda working group
shall prepare agenda items for board

of directors meetings and provide
comprehensive pre-meeting materials, to
be sent together with the notice of the
meeting. While this article goes some
way towards defining the board support
functions of the agenda working group
within public companies, the functions
described are quite limited and there
are no requirements relating to the
qualifications and training required for
those working in the agenda working
group. It would be a huge step forward
if the authorities could integrate the job
functions of the agenda working group
with those of the board secretary and
define the qualifications and training
required for those taking on these
functions.

3. Regulatory recommendations -
TWSE/ GTSM
Depending on the scale of the company
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and the complexity of its operations,
many listed companies in TWSE and GTSM
would profit from having a dedicated
board secretary. Therefore, it would be
helpful if the TWSE and boards would
make explicit requirements regarding
board secretaries in their regulations.

Require the appointment of board
secretaries in the Best Practice
Principles - The Corporate Governance
Best Practice Principles for TWSE/

GTSM Listed Companies (Best Practice
Principles) are the main rules for

listed companies regarding corporate
governance. It would reinforce the
corporate governance role of the board
secretary if the appointment of a full-
time board secretary and the main job
functions of the board secretary were to
be added to the Best Practice Principles.

Reward the appointment of board
secretaries in corporate governance
assessments - In this initial stage and
before the placement and qualifications
of board secretaries are legislated for,
bonus points could be awarded to
companies appointing professional board
secretaries in corporate governance
assessments, particularly the assessment
made by the Taiwan Corporate
Governance Association.

Define the qualifications required for
board support officers in the TWSE/
GTSM listing rules - As mentioned
above, Article 5 of the Regulations
Governing Procedure for Board of
Directors Meetings of Public Companies
issued by FSC requires listed companies
to appoint an agenda working group to
provide support for board meetings. If the
TWSE/ GTSM boards were to define the
qualifications of officers working in these
agenda working groups as a requirement
of listing in its Rules Governing Review
of Securities Listings, this would be a

step towards the professionalisation of
the board secretary. However, this might
raise legislative terminology issues for the
authorities to consider.

Certifications and Courses - 89.14% of
respondents to our survey questionnaire
The Applications of Board Secretary agreed
that the board secretary should take

CPD courses to maintain professional
standards. In addition, 94.79% of
respondents stated that they have
experienced difficulties specifically in
regulatory compliance issues. Moreover,
96.43% of respondents indicated that
they have insufficient working knowledge
specifically in listed company-related
regulations and the Securities and
Exchange Act.



The work of the board secretary requires
knowledge of the issues faced by both
management and the board, and board
secretaries need to continually update
their knowledge of relevant laws and
regulations to maintain their professional
standards. Many jurisdictions, including
the UK, Hong Kong, Singapore, and
mainland China provide training courses
leading to professional certificates

to ensure the professional standards

of corporate secretaries. We should
provide such courses and certificates,

as well as university-level courses, to
those interested in this field in Taiwan
so that the professional standards of
board secretaries are maintained and
the corporate governance role of board
secretaries is enhanced.

Conclusion

Facing a diversified and globalised
business environment and dealing with
complex laws and regulations, corporate
boards require professional and full-time
board secretaries to ensure regulatory
compliance and board performance and to
avoid damaging shareholder interests.

However, the degree to which the board
secretary functions are professionalised
in Taiwan will depend on authorities such
as the FSC, TWSE and GTSM. In order to
get the benefit that board secretaries
can bring to corporate governance
practice, there needs to be better role
recognition and promotion in legislation.
In addition, professional training courses
and certificates are essential to maintain
the professional standards of board
secretaries in Taiwan.

Professor Louis Chen
Chairperson of the Association
for Research & Development of
Corporate Organisation, Taiwan
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Professionalising board support - the global trend

Where there are boards you would expect to find board secretaries - the
individuals or departments responsible for ensuring that the board meets
regularly and is properly informed. In Hong Kong this work is carried out by the
company secretary, but elsewhere the individuals performing board support
work do not always go under this name. As Professor Chen's article explains,

in Taiwan the board support team is referred to in legislation as the ‘agenda
working group' and in most companies the finance department or the CEQ's
clerk or the general administrative department are responsible for the board
support function.

Despite the diversity of approaches to the core corporate secretarial functions
(board support; requlatory compliance; liaison between between board and
management; and advising the board on governance matters) there are
several global trends driving the increasing professionalisation of this role.
Stakeholders expect a high standard of corporate governance and this has
incentivised companies worldwide to ensure that the board has access to the
advice and services of an appropriately qualified company secretary.

In Hong Kong, recent regulatory developments have highlighted the fact that
one stakeholder in particular - requlators - are particularly keen to ensure
that the company secretary function is effectively carried out. From 1 April
2012, a new section in the Corporate Governance Code defines the role and
responsibilities of company secretaries as: supporting the board; ensuring good
information flow within the board; ensuring board policy and procedures are
followed; advising the board on governance matters; and facilitating induction
and directors' professional development.

Other regulatory changes which have helped to promote the value of company
secretaries in Hong Kong include the Corporate Governance Code provision
requiring the dismissal of the company secretary to be the subject of a

physical board meeting rather than by written resolution; that the company
secretary should report to the chairman and/ or chief executive; and the new
requirements relating to the qualifications, experience and training of company
secretaries (including the requirement for company secretaries to attend 15
hours' of professional training per financial year).

Practitioners in Hong Kong have welcomed these requlatory developments
since their effectiveness as advisers to the board can be hampered where
directors are not aware of the value that an appropriately qualified company
secretary can bring. &
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Building China’s
rule of law

Andrew Sheng and Xiao Geng of the Fung Global Institute argue that if
China's economic rise is to advance it must develop the rule of law. This means
institutions andypractices consistent with representative government must be
created. It's'a long road ahead and the journey has only just begun.




A consensus is rapidly emerging
within China that the rule of law

is the single most important precondition
for inclusive, sustainable, and long-

term peace and prosperity. So it is

worth considering how the rule of law
differs from China's current institutional
arrangements.

The rule of law has been defined in a
variety of ways, but most authorities
agree on certain key characteristics. As
Kenneth W Dam of the University of
Chicago formulates it in his book The
Law-Growth Nexus, the rule of law
excludes secret law and legal impunity,
while protecting individuals from legal
discrimination and enforcing rules that
favour them to their benefit.

Thomas Bingham, former Lord Chief
Justice and Senior Law Lord in the UK,
proposed a somewhat more expansive,
though clearly compatible, definition.

For Bingham, the law must be accessible
and - insofar as possible - intelligible,
clear, and predictable. Everyone should be
governed according to law, insulated from
the personal discretion of those in power,
and legal disputes should be resolved
without prohibitive cost or inordinate
delay. There should be equality before the
law, together with adequate protection of
fundamental human rights.

Moreover, state power should be
exercised reasonably, in good faith,

and for the purposes for which it was
conferred, with independent courts and
judicial review of legislation ensuring
that government does not exceed the
limits of its authority. The courts and
other official adjudicative bodies should
provide fair procedures. And the state
must comply with its obligations in
international law.

The rule of law cannot be built overnight.
In England, the common law tradition
evolved over hundreds of years through
thousands of legal cases in which local
lawyers, judges, and juries played key
roles. In Continental Europe, meanwhile,
the rule of law appeared in the form of
the civil law tradition, which originated
from Roman and Napoleonic codes that
were revised periodically in response to
regime change and revolution.

Under both traditions, the rule of law
requires a living body of rules and
practices that adapts to changes in values,
institutions, practices, expectations, and
behaviours in a complex social system.
This may be why Alexis de Tocqueville's
The Old Regime and the Revolution is
widely read today in Beijing.

Over the last 30 years, China, which
adopted the civil law tradition, has
advanced rapidly along the path of rule
by law, enacting laws and regulations
similar to those in the West. It now
enforces rules, regulations, and property
rights for real estate and other assets, for
starting a business, for employment, and
for international trade and investment —
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all of which has made China's economic
rise possible.

But, as China's economy and society
advance, engagement with global markets
and growing awareness of rights have
caused expectations to change faster
than the law and judicial practices. The
Chinese people are no longer satisfied
with rule by law and are demanding an
end to systemic corruption, inadequate
land rights, discrimination against
migrant workers, state-owned enterprises’
privileged position, and weak protection
of intellectual property.

Will China be able to establish the rule of
law as it is understood and practiced in
the West and elsewhere in Asia?

In the absence of an independent
judiciary, legal disputes in China are often
resolved administratively, which means
that discretion and lack of due process are
a constant danger: as the Chinese saying
goes, it is easy for someone to catch fish
in muddied waters. This is why a key
Confucian principle holds that one cannot
rule the state without exercising discipline
over oneself.

e over the last few decades, the Chinese Communist Party has succeeded in
building the hard physical infrastructure of a modern state, but the creation
of the soft infrastructure - institutions and practices consistent with the
rule of law and representative government - is only beginning

® in the absence of an independent judiciary, legal disputes in China are often
resolved administratively, which means that discretion and lack of due

process are a constant danger

e reform in China involves changing the oldest, largest and most complex

bureaucracy in the world
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a consensus is rapidly
emerging within China
that the rule of law
is the single most
important precondition
for inclusive, sustainable,
and long-term peace
and prosperity

)

Indeed, it is unclear whether a judiciary
that is independent of the Chinese
Communist Party (CCP) can be developed,
or how the CCP should separate itself
from the government machinery. As
Peking University law professor He
Weifang has asked, should the CCP first
subject itself to the Chinese constitution?

China faces a long journey in building the
rule of law, and sequencing that journey
requires a holistic understanding of the
role of the CCP. That role partly reflects
the CCP's birth in 1921 out of the violence
and chaos that followed the collapse of
the Qing Dynasty nine years earlier, as
well as the three decades of civil war and
Japanese colonisation that intervened
before the party took power in 1949.

That legacy has shaped a deep aversion

to the chaos arising from war and civil
strife, and drove the CCP under Zhou
Enlai to seek growth and stability through
the 'Four Modernisations' of agriculture,
industry, national defence, and science
and technology. Over time, the CCP has
demonstrated its willingness to change its
institutions, policies, style of operations,
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and short-term objectives in order to
advance its core mission of building a
modern China.

Outside observers often forget that reform
in China involves changing the oldest,
largest, and most complex bureaucracy in
the world. Over the last few decades, the
CCP has succeeded in building the hard
physical infrastructure of a modern state,
but the creation of the soft infrastructure
- institutions and practices consistent
with the rule of law and representative
government - is only beginning.

Given China's past experience, we are
likely to see a period of institutional
innovation, characterised by marginal
changes leading to a system of checks and
balances on the exercise of state power.
This will require orchestration from the
top and experimentation at the bottom.

Nowadays, the proliferation of social
media both facilitates that task and
makes it more urgent. Successful models
and effective policies can be shared and
emulated more easily than ever, which
will persuade more people than ever that

Xiao Geng

there is no alternative to the rule of law if
China's modernisation is to continue.

Andrew Sheng

President, Fung Global Institute
Xiao Geng

Director of Research, Fung Global
Institute

The Fung Global Institute (www.
fungglobalinstitute.org) is an
independent think-tank producing
research on global issues from Asian
perspectives that are relevant both to
business leaders and policymakers.

Andrew Sheng is a former chairman
of the Hong Kong Securities and
Futures Commission and is currently
an adjunct professor at Tsinghua
University in Bejjing. A review of his
presentation at the HKICS Member’s
Luncheon held on 18 July 2012 at
the Foreign Correspondents Club is
available in September 2012 edition
of CYj (see ‘A crisis of values’ on
pages 24-25).
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It is often assumed that board secretaries have a relatively high status in mainland China - they
are, after all, required by law to have the status of senior management. The latest Regional
Board Secretary Panel meetings on the mainland, however, raised doubts about the status

and effectiveness of board secretaries. Participants called for a better balance between their

responsibilities, powers and rights.

he HKICS organised three Regional
Board Secretary Panel (RBSP) meetings
in Beijing, Shanghai and Guangzhou
on 27 and 28 February and 5 March
2013 respectively, on the theme of 'The
governance role and professionalisation
of the board secretary' Participating board
secretaries of listed companies held in-
depth discussions on the current status
and effectiveness of b