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New firm to issue governance  risk ratings on global corporations 

Beginning next month, companies around the world will get scored on common corporate governance criteria by a new, New York-based ratings agency capitalized yesterday. GovernanceMetrics International (GMI) joins Standard & Poor’s (S&P) as the only firms rating governance globally. But a parade of services has arisen scoring corporations at national or regional levels (see below). Together, the group represents the rise of a new industry translating once-soft governance features into hard, quantitative marks. Expect consequences to be far-reaching. Among them: portfolio managers will have tools to define “investment grade governance” in making trading decisions. And boards will be able to see how they compare to peers at home or worldwide. 
GMI can now draw on a multimillion dollar capital account backed by two heavyweight investors: a huge European pension plan and a fund operating on behalf of US and non-US institutional investors. 
GMI metrics, developed and tested internationally over the past two years, include more than 600 data points per company. Users will access a website to compare corporate scores by market, region, currency zone or industry sector across a range of indicators, including board structure, transparency and social risk management. 
GMI will roll out grades beginning with the US S&P 500 next month. By the end of 2003 GMI expects to be rating more than 2,000 blue chips in multiple markets. Institutional investors with more than US$2 trillion in assets have already signed on to use the service. 
GMI founders include Gavin Anderson and Gary Kraut, both heads of investor relations firms; Jon Lukomnik, former deputy comptroller of New York City, where he oversaw the pension system; Howard Sherman, former chief of Institutional Shareholder Services; and Stephen Davis, president of the governance consultancy Davis Global Advisors, publisher of GPW. Anderson is CEO, Sherman the COO. GMI debuts with a staff of 28. 
GMI will rate listed companies based on public information. It will also perform comprehensive ratings commissioned by issuers, with results available to all subscribers. To avoid conflicts, the agency has announced that it will not consult to corporations it scores.   
Players 

For a spanking new industry, the governance rating 
business is strikingly crowded. GMI and S&P are the only firms with global coverage. S&P focuses on ratings commissioned by issuers; clients choose whether results are made public. GMI is rating a wide universe whether or not scores are commissioned. Others include: 
  Europe/Russia 
  Déminor, a shareowner advocate based in Brussels, is in its third year rating FTSE Eurotop 300 firms. 
  Little-known Corporate Governance Authority has started grading a basket of mostly European blue chips. 
  Germany’s Deutsche Vereinigung für Finanzanalyse und Asset Management (DVFA) has a scorecard for investment analysts to mark companies on governance. 
  A University of Athens team is rating Greek firms. 
  Fimalac, Paris-based parent of Fitch Ratings, last week launched CoreRatings, designed to grade European firms on governance and social responsibility. It is run by Geneviève Ferone, late of Arese, which assessed companies on environmental and other criteria. 
  Arese was recently absorbed by the new Vigeo, a collaboration of unions and the Caisse des depots et consignations. It is headed by ex-labor leader Nicole Notat. By the end of 2003 Vigeo intends to rate European corporates on social responsibility. 
  The Institute of Corporate Law and Corporate Governance rates 40 Russian firms on governance. 
  The Americas 
  The Corporate Library, a web-based information service with content managed by Nell Minow, is this year phasing in Board Analyst. The service rates board effectiveness, mostly at US companies. 
  Institutional Shareholder Services, the biggest provider of governance advice to companies and investors, is now marketing its US-focused Corporate Governance Quotient rating service.   The Investor Responsibility Research Center and TrueCourse last week agreed to start work on a service intended to score US companies.   Toronto’s Clarkson Centre for Business Ethics and Board Effectiveness this month released first governance ratings on Canada’s top 300 firms.   LCV, run by Luciano Carvalho Ventura, scores Brazilian boards and companies on governance.   Asia/Australia   The non-profit Japan Corporate Governance Index Research Group now scores companies against Japan Corporate Governance Forum standards.   IDEA.net, a group of regional directors associations, has charged the Thai Institute of Directors with developing a corporate governance scorecard for all East Asia. Thai Rating and Information Services is rating Thai companies on governance criteria.   Sydney-based Corporate Governance International produces ratings of top 100 Australian listed firms. In September, accountancy Horwath and the University of Newcastle business school did their take on scores.   ICRA, the Moody’s-linked, Delhi-based rating group, last month began marketing issuer-commissioned governance scores in India.   

