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ABSTRACT

In the global economy and in the context of globalization, corporate governance has established itself as a reliable and key factor in the
formation of the investment attractiveness of integrated structures, with the help of which it is possible to build up competitive advantages
and obtain more affordable, relatively inexpensive, stable and long-term sources of investment. It has long been common practice for foreign
investors to establish business contacts with Russian companies to assess the degree of development of corporate governance as
responsibly as, for example, the financial and economic results of their activities. And this is natural, because, as a rule, it is no secret to

anyone that an improperly built or involved corporate governance mechanism reduces the market value of companies by 30-35%. In the
course of our study, we came to the conclusion that in most Russian companies the importance of the formation of investment
attractiveness as an essential factor is still underestimated. As a result, most corporate procedures in these integrated structures are formal
and declarative in their nature, which gives only some temporary improvement. An analysis of special foreign literature on the issue under

study shows that it is impossible to simply transfer foreign standards and corporate governance mechanisms to Russian companies due to
many national and industry specifics. It is clear that, in the conditions of Russian realities, this situation requires creative refinement and
addition of global corporate governance standards, taking into account national and industry specifics, and also the development of a
simulation financial and economic model, which should allow optimizing the solution of strategic tasks of increasing their investment

attractiveness, identifying the most significant environmental factors and develop methodological approaches to improve it.
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INTRODUCTION

The organization of corporate governance in companies of advanced states is built by combining special
norms of the law, regulations, and entrepreneurial practices. This approach makes it possible to mobilize
human and financial resources, increase the efficiency of production and financial activities, etc., which,
ultimately, allows them to accumulate long-term economic value by increasing the value of shares,
observing the interests of shareholders and society as a whole [1-3].

In our study, we mean the concept of corporate governance by a higher level of leadership in a company,
aimed at ensuring the highest corporate performance, i.e. “corporate governance”, and not the ordinary
and tactical “corporate management”.

This position was originally substantiated by T. Veblen back in 1924. In the course of the development of
this approach, A. Berle, G. Mins, and others, when analyzing the owner-manager relationship, revealed a
new problem related with agents. It arose due to the discrepancy between the interests of the owners of
capital and the agents managing them, which caused many negative consequences.

In the future, many corporate governance models were developed, which, in general, were reduced to
three types of models - Anglo-American, German and Japanese [4].

In 1999, the “Principles of Corporate Governance of the Organization for Economic Cooperation and
Development” were formulated [5]

These principles acted as refined standards of best corporate governance practices in the global economy:

1. Respect for shareholder rights.
2. Respect for equal treatment of all shareholders.

These standards were built on the principles of justice, responsibility, transparency, and accountability. [6]
In recent decades, the Russian model of corporate governance has also begun to be developed. Its
institutional environment is characterized by apparent weakness of the national stock market, the
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imperfection of the banking system, the presence of selective enforcement. Probably for this reason, the
fund managers of the JP Morgan Chase financial center said that Russia today was able to overcome only
the stage of the initial formation of corporate governance. Indeed, many concrete examples can be cited
when even large Russian companies declaring the need to use the principles of corporate governance
actually do not change anything and continue to manage companies in the old fashioned way.

In our opinion, all of this is a serious basis for improving and developing new methodological approaches
and tools for engaging effective corporate governance in Russian companies.

MATERIALS AND METHODS

The research methodology was based on the fundamental principles of a systematic approach to the
formation of a rational organization of corporate governance in Russian companies.

In the course of the study, we used the basic principles of classical economic theory, the theory of control
systems, and corporate governance models.

We also involved research methods and techniques such as analysis, synthesis, comparison, analogies,
and generalizations.

RESULTS

In a comparative analysis of the use of foreign corporate governance standards by Russian companies, we
found that these principles (standards) in domestic companies simply end with their declaration. This
conclusion also correlates with the data of the international rating agency Standard & Poor's, which makes
up the corporate governance rating of domestic companies [6,7].

In the course of the study, we compaired the main components of foreign corporate governance standards
with everyday corporate governance practices in Russian companies in 4 areas:

e  violations;

e absence;

e features;

e building up.

The “violation” provisions were identified with respect to a number of significant corporate governance
components in companies - players in the sector, that did not comply with the provisions of the advanced
foreign standard — in particular, there was a fact of non-transparency of the share capital structure and
ownership of shares of other companies, violation of the terms for its updating after the reporting date,
etc.

The “absence” position means that certain particularly significant provisions in foreign corporate
governance practice are ignored by almost all the Russian companies examined, for example, the
formation and reward for availability of a certain business culture.

The provision “features” involves the identification of specific, special characteristics inherent only to
Russian corporate practice, which are not characteristic of foreign corporate governance standards, in
particular, for example, the payment of dividends only to a certain part of shareholders.

The “build-up” position is associated with the peculiarities of the Russian corporate governance
environment and is caused by the lack of proper corporate governance on the part of the Russian stock
market, commercial banks, and insufficient enforcement.

With the use of improved corporate governance standards and increasing the market value of Russian
companies to the necessary parameters of foreign long-term investors, their investment attractiveness can
and should undoubtedly increase [8-10].

The estimated performance indicators of corporate governance and the complexity of their development
are of particular interest. Here, in addition to generally accepted Russian financial indicators, it is
necessary to take into account generally accepted international estimated indicators (for example, EBITDA
margin, etc.). Moreover, the selection of financial indicators should be focused not only on the interests of
shareholders and creditors, but also meet the needs of strategic and portfolio investors.

Possible options for improving corporate practice in domestic companies need to be developed taking into
account the direct and indirect effects of positive transformations in their corporate governance [11-15].

At the same time, we understand direct impact as the savings in operating costs resulting from the

reduction of production costs associated with low motivation of management, a decrease in the cost of an
investment program with more effective management and increased oversight level when it is involved.
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We mean by indirect impact the availability of more favourable investment conditions in the form of
prolongation of terms and lower interest rates on loans, and growth in the market value of shares.

The modified methodological approach to the formation of an effective corporate governance system
proposed by us involves improving the methodology for determining additional and refined corporate
governance standards, taking into account Russian realities.

The largest Russian companies (PJSC Gazprom, PJSC RusHydro, etc.) show a high level of ownership
concentration in the hands of government agencies and financial and industrial groups.

It should be noted that in companies of the Western countries, the availability of an owner with a large
block of shares, as a rule, is not a source of negative impact on the course of corporate governance,
because the relations between all holders of the company's blocks of shares are transparent. At the same
time, one can always clearly imagine how the activities of a major shareholder meet the interests of all
shareholders. Such line of conduct is still absent in Russian companies, in connection with which we see a
permanent violation of the rights of minority shareholders owning a modest number of shares...

Moreover, minority shareholders are never members of the Board of Directors, and of regulatory bodies;
they are not even among receivers of mandatory dividends, moreover, very often they are deprived of the
right to receive the necessary reliable information about the company.

The electricity generating companies that we studied did not even have a formalized dividend policy, and,
of course, the criteria for determining the recommended dividend payments... All this confirms once again
the need to form a civilian Russian business culture, which takes into account, without fail, socio-
environmental and economic aspects in a single general balanced development strategy. [16, 17]

It should be noted that the Russian Union of Industrialists and Entrepreneurs is doing some work to
enhance the activities of Russian companies. In particular, it developed guidelines for the preparation of
non-financial reporting, proposed a set of basic indicators for assessing the final results of companies that
meet international standards and are adapted to the Russian accounting system and legislation.

Another problem is the permanent violation by Russian companies of the deadlines for publishing annual
and quarterly financial statements prepared in accordance with IFRS: annual reports are published 6-12
months after the end of the reporting period. Also, there are cases when a company refuses to name its
real owner. All this, of course, negatively affects the confidence of future investors...

A particular problem is the lack of an adequate level of market thinking, professional corporate
governance skills among senior management, especially government representatives on the Board of
Directors. This is especially evident in state-owned companies. And this is partly explainable: state-owned
companies are extremely reluctant to attract external investors to participate in the implementation of
"their own" investment programs, as a result of which they ignore the "rules of the game" of corporate
governance, which is typical in the daily activities of private business. [18, 19, 20]

Such a comparative analysis of the most significant components of corporate governance standards
generally recognized in advanced countries with corporate practice in Russian diversified companies
allows us to identify not only inconsistency of the latters in the four main areas considered, but also to
develop additional corporate governance standards that reflect and take into account the functioning of
Russian companies.

Implementation of improved standards within the framework of the proposed methodological approach
allows mobilizing corporate governance in the interests of all participants in Russian companies. Such an
approach will allow obtaining objective data on the status of corporate practice in companies, quickly
identifying bottlenecks directly in corporate governance, and ultimately creating investment attractiveness
and new competitive advantages.

CONCLUSION

e The analysis and generalization of best international practices in corporate governance made it
possible to emphasize its special role in shaping the investment attractiveness of integrated
structures for external investors, highlight its specific features caused by the high level of
effectiveness of external corporate control by commercial banks and the stock market, the
degree of development of strategic analysis, planning and forecasting, exposure to universally
recognized standards of corporate governance.

e Inthe course of the study of Russian corporate governance practice, its characteristic differences
were highlighted, which allowed us to develop a modified methodological approach to improving
the corporate governance system in domestic companies taking into account the interests of
investors.

e The proposed modified methodological approach to improving the corporate governance system
is based on a comparison of the most significant components of world standards with corporate
activities in companies which are players in the sector.
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e The analysis of the most significant environmental factors (improvement and rigorous
implementation of legislation, state regulation, improvement of tax policy and tax administration,
the formation of a financial system, etc.) allows not only determining the level of investment
attractiveness of Russian companies, but also to generalize the requirements of potential
investors and develop an optimal vector assistance.
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