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Corporate Governance Codes in Europe  
This summer has seen a string of modernized corporate governance codes across Europe. 
In June and July 2018 the United Kingdom, Italy and France updated their respective 
codes. This GSK Update provides a brief comparison of different European codes including 
the codes from Germany, Luxembourg, the United Kingdom, France, Italy, the Netherlands 
and Switzerland. In addition we cover their increasing relevance for corporate compliance 
management systems.  

Executive Summary 

> Corporate governance codes (“codes”) set forth 
standards of good governance practices e.g. for 
board composition, corporate strategy, remuner-
ation – but increasingly for risk management and 
compliance, too. 

> Even when adherence to a code is voluntary, 
empirical evidence shows that publicly traded 
companies generally tend to adhere to the main 
code recommendations 

> In all reviewed jurisdictions, the Board of Direc-
tors (or the Executive Board in two-tier systems) 
is responsible for establishing an effective Com-
pliance Management System (“CMS”) 

> The reviewed codes also display a European-wide 
trend towards higher Corporate Social Responsi-
bility (“CSR”) expectations and emphasize the 
importance of strong corporate cultures 

 
Corporate Governance Codes  

Codes have started to mushroom in Europe at the 
beginning of this millennium. Designed and pro-
moted by international organizations trying to per-
suade companies to act transparently and responsi-
bly, or by national industry associations or govern-
ment commissions aiming to foster investors’ and 
customers’ trust and at the same time avoiding 
potentially stricter national and supranational regu-
lation, they set forth standards of good governance 
practices in relation to various corporate organiza-
tion and management topics such as board compo-

sition, corporate strategy, remuneration or compli-
ance. 
With the recent revision of corporate governance 
codes1 we observe an emerging consensus of added 
best practices and this trend is likely to continue. 
All codes have undergone several revisions so far in 
order to stay relevant internationally. The frequen-
cy of these revisions range from once a year in 
Germany to every 5 to 8 years in the Netherlands.  
 
Application Scope and Acceptance Status 

All reviewed codes apply to companies listed on a 
national stock exchange such as in the UK2, Lux-
embourg3, France4, Italy5, Switzerland6 or Germa-
ny7 whereas the Dutch Code8 additionally requires 
a registered national office. 

                                                
1 see UK Corporate Governance Code, revised July 2018, available 
at: https://www.frc.org.uk ; Italian Corporate Governance Code, 
revised July 2018, available at: https://www.borsaitaliana.it ; 
French AFEP-MEFEP Corporate Governance Code, revised June 
2018, available at: http://www.medef.com  
2 UK Corporate Governance Code, Application  
3 Preamble of X Principles of Corporate Governance of the Luxem-
bourg Stock Exchange, available at: https://www.bourse.lu/ [re-
trieved 03.08.2018] 
4 Preamble of  French AFEP-MEFEP Corporate Governance Code  
5 Guiding Principles and Transitory Regime, Section III, Italian 
Corporate Governance Code 
6 Preamble of Swiss Code of Best Practice for Corporate Govern-
ance, available at: 
https://www.economiesuisse.ch/de/publikationen [retrieved 
03.08.2018] 
7 Foreword of German Corporate Governance Code, available at: 
https://www.dcgk.de/en/code.html [retrieved 03.08.2018] 
8 Preamble of Dutch Corporate Governance Code, available at: 
https://www.mccg.nl/ [retrieved 03.08.2018] 

https://www.frc.org.uk/
https://www.borsaitaliana.it/
http://www.medef.com/
https://www.bourse.lu/
https://www.economiesuisse.ch/de/publikationen
https://www.dcgk.de/en/code.html
https://www.mccg.nl/
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In principle, these codes have to be considered as 
“soft law” and do not stipulate another level of 
strictly binding regulation. By formulating recom-
mendations, they establish a reference that the 
companies ought to apply. The European Union 
(“EU”) Directive 2006/46/EC9 requires that any 
company listed on a regulated market mentions in a 
statement the respective code to which it is subject 
or voluntarily decided to comply with, but EU mem-
ber states can determine whether an implementa-
tion of a national code is mandatory or voluntary. 
In the majority of cases such as in Germany10, the 
Netherlands11 and Switzerland12, the implemen-
tation of a national code is mandatory, but remains 
flexible with respect to which provisions the com-
pany decides or not to comply with. In some coun-
tries like France13 and Italy14 the implementation of 
the respective code is completely voluntary based 
on the principle “comply-or-explain” while in others, 
e.g. in Luxembourg15 and the UK16, the implemen-
tation of the code as well as the implementation of 
at least the main principles is mandatory. However, 
it should be noted that even if compliance with code 
recommendations might traditionally be voluntary 
and based on the “comply-or-explain” rule, empiri-
cal evidence shows that publicly traded companies 
tend to comply with the codes and respond to the 
main code recommendations.17 In the United King-
dom, 66% of FTSE 350 companies are fully compli-
ant with the UK Corporate Governance Code.18 In 
the Netherlands this quota is even higher with 95% 
of Dutch companies listed on Euronext fully comply-
ing with the Dutch Code. Among those who don’t, 
close to 50% have provided a valid explanation for 

                                                
9 Article 46a, Directive 2006/46/EC of the European Parliament 
and of the Council of 14 June 2006, https://eur-
lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32006L0046 
[retrieved 03.08.2018] 
10 Foreword of German Corporate Governance Code 
11 Dutch Corporate Governance Code, Compliance with the Code 
12 Preamble of Swiss Code of Best Practice for Corporate Govern-
ance 
13 Preamble of French AFEP-MEFEP Corporate Governance Code 
14 Guiding Principles and Transitory Regime, Section I, Italian 
Corporate Governance Code 
15 Preamble of X Principles of Corporate Governance of the Lux-
embourg Stock Exchange 
16 UK Corporate Governance Code, Reporting on the Code 
17 H. GREGORY, R. SIMMELKJAER, Comparative Study Of 
Corporate Governance Codes Relevant to the European Union And 
Its Member States, 2002. 
18 Corporate Governance Review, Grant Thornton, 2017, available 
at: https://www.grantthornton.co.uk/news-centre/findings-from-
our-2017-corporate-governance-review/ [retrieved 03.08.2018] 

their non-compliance.19 In Germany on the other 
hand, the acceptance rates are significantly lower. 
Although 97,7% of the DAX 30 companies state 
that they accept to be subject to the German Code, 
only 30% are actually fully compliant.20 
In all jurisdictions also non-listed companies, , are 
recommended to follow the rules set forth in the 
codes regardless of their legal form.  
 

Compliance Management Systems 

All reviewed codes address risk management and 
compliance. The responsibility of establishing an 
effective CMS lies with the Board of Directors21 in 
monistic- or with the Executive Board in dualistic 
systems22. It typically starts with the identification 
and analysis of risks and evolves into setting up a 
dedicated system to prevent and mitigate identified 
risks. Some codes such as the Luxembourg23, 
Swiss24 and Dutch25 ones recommend issuing an 
appropriate corporate Code of Conduct. As suggest-
ed by the European Commission in 200526, in all 
reviewed jurisdictions the Board of Directors (re-
                                                
19 J. FIJNJE, B. HOF, M. KERSTE, W. ROUGOOR, J. WEDA & J. 
WITTEMAN, Compliance with Corporate Governance Code, SEO 
Amsterdam Economics, 2016. 
20 M.S. RAPP, C. STRENGER, M. WOLFF, Kodexakzeptanz 2018: 
Analyse der Entsprechenserklärungen von DAX- und MDAX-
Gesellschaften zum Deutschen Corporate Governance Kodex, HHL 
Leipzig Graduate School of Management, 2018. 
21 X Principles of Corporate Governance of the Luxembourg Stock 
Exchange ; Dutch Corporate Governance Code ; French AFEP-
MEFEP Corporate Governance Code ; UK Corporate Governance 
Code ; Italian Corporate Governance Code ; Swiss Code of Best 
Practice for Corporate Governance 
22 Foreword of German Corporate Governance Code ; Preamble of 
the Dutch Corporate Governance Code 
23 Recommendation 2.3, Guideline (3), X Principles of Corporate 
Governance of the Luxembourg Stock Exchange 
24 Recommendation N°21, Swiss Code of Best Practice for Corpo-
rate Governance 
25 Recommendation 2.5.2, Dutch Corporate Governance Code 
26 Article 5, Commission Recommendation of 15 February 2005, 
available at: https://eur-lex.europa.eu/legal-
content/EN/TXT/?uri=CELEX:32005H0162 [retrieved 03.08.2018]   

https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32006L0046
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32006L0046
https://www.grantthornton.co.uk/news-centre/findings-from-our-2017-corporate-governance-review/
https://www.grantthornton.co.uk/news-centre/findings-from-our-2017-corporate-governance-review/
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32005H0162
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32005H0162
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spectively the Executive Board) can appoint an 
Audit Committee tasked to examine regularly the 
effectiveness of the risk management system 
adopted by the company and assist the Board with 
implementing a risk control system, so that the 
main risks are being effectively identified,managed 
and disclosed to the Board. 
 
Ethics and Corporate Culture 

Nowadays, good governance must go hand in hand 
with values-orientation and ethical conduct which 
should be deeply rooted in every company’s corpo-
rate culture. This has also become clear in the lat-
est code revisions all over Europe. In the Nether-
lands, the introduction of culture has been one of 
the latest main additions to the Dutch Code. Con-
cretely, the Executive Board is responsible for cre-
ating and monitoring a strong corporate culture and 
for encouraging behaviour that is in line with the 
company’s values which it has to propagate through 
leading by example.27 This idea was also introduced 
into the British Code28 this summer and last year in 
Germany through the explicit inclusion of the well-
known guiding principle of the “honourable mer-
chant”29. Indeed, it is the tone at the top which sets 
a company’s guiding values. Management behav-
iour is the foundation of every solid corporate cul-
ture and this is essentially what seperates a “great” 
corporate governance from from a “good” one. 
 
Whistleblowing  

Effective CMS regularly comprise whistleblowing 
systems (“WBS”) to detect any potential miscon-
duct within the company. These WBS should allow 
all employees to raise concerns confidentially. In 
addition, an effective follow-up procedure needs to 
be put in place. Our research showed, however, 
that in most codes whistleblowing is not (yet) ex-
plicitly mentioned. Only the German30, the Italian31, 
as well as the British32 codes explicitly recommend 
companies to provide whistleblowing opportunities 
and associated protection against retaliation. But 
this does not imply that whistleblowing would not 
be required in other countries. In France for in-
                                                
27 Recommendation 2.5.1, Dutch Corporate Governance Code 
28 “The board should establish the company’s purpose, values and 
strategy, and satisfy itself that these and its culture are aligned”, 
Principle B, UK Corporate Governance Code 
29 “Leitbild des ehrbaren Kaufmanns“, Preamble of the German 
Corporate Governance Code 
30 Recommendation 4.1.3, German Corporate Governance Code 
31 Comment under Art. 7, p. 37, Italian Corporate Governance 
Code 
32 Principle E, UK Corporate Governance Code 

stance, companies that are subject to the new Loi 
Sapin II33 are explicitely obliged to adopt a compli-
ance program that includes among others a dedi-
cated whistleblowing mechanism. EU law provides  
sectoral rules for reporting on breaches for instance 
with the fifth anti-money laundering directive 
(AMLD5)34, the market abuse regulation (MAR)35 as 
well as directives on undertakings for collective 
investments in transferable securities and alterna-
tive investment fund managers.36 Furthermore, the 
European Parliament has just proposed enhanced 
general whistleblowing protection rules.37   
 
 
Corporate Social Responsibility  

The discussion about the necessity of balancing 
shareholder value and the interests of other stake-
holders is as old as the concept of corporate gov-
ernance itself. With the most recent code revisions, 
the approach of increasingly including CSR into the 
company’s long-term strategy is obvious. It is no 
longer enough for the board to strive for making 
profits and creating shareholder value only. Today, 
also social and environmental dimensions must be 
taken into account when making corporate deci-
sions. The only countries from our sample which 
have not yet introduced CSR into their respective 
codes are Italy, Switzerland and Germany. Italy 
and Germany however have implemented the EU 
Directive 2014/95/EU38 on non-financial reporting 

                                                
33 Article 9, Loi n° 2016-1691 du 9 décembre 2016 relative à la 
transparence, à la lutte contre la corruption et à la modernisation 
de la vie économique, available at : 
https://www.legifrance.gouv.fr/ [retrieved 03.08.2018].  Chapitre 
II : «De la protection des lanceurs d’alerte »  
34 Directive (EU) 2018/843 of the European Parliament and of the 
Council of 30 May 2018 amending Directive (EU) 2015/849 on the 
prevention of the use of the financial system for the purposes of 
money laundering or terrorist financing, and amending Directives 
2009/138/EC and 2013/36/EU 
35 Article 32 Regulation (EU) No 596/2014 of the European Par-
liament and of the Council of 16 April 2014 on market abuse 
(market abuse regulation) and repealing Directive 2003/6/EC of 
the European Parliament and of the Council and Commission 
Directives 2003/124/EC, 2003/125/EC and 2004/72/EC 
36 Article 99d of Directive 2009/65/EC of the European Parliament 
and of the Council of 13 July 2009 on the coordination of laws, 
regulations and administrative provisions relating to undertakings 
for collective investment in transferable securities (UCITS) and 
Article 18 of Directive 2011/61/EU of the European Parliament and 
of the Council of 8 June 2011 on Alternative Investment Fund 
Managers (AIFM) and amending Directives 2003/41/EC and 
2009/65/EC and Regulations (EC) No 1060/2009 and (EU) No 
1095/2010 as well as recital 160 of the Circular of the Commission 
de Surveillance du Secteur Financier in Luxembourg (CSSF) 
18/698 
37 European Parliament Opinion of the Committee on Economics 
and Monetary Affairs 2018/0106 (COD) of 27 September 2018 
38 Directive 2014/95/EU of the European Parliament and of the 
Council of 22 October 2014, https://eur-lex.europa.eu/legal-
content/DE/TXT/?uri=celex:32014L0095 [retrieved 08.08.2018] 
applies to companies with more than 500 employees.  

https://www.legifrance.gouv.fr/
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=celex:32014L0095
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=celex:32014L0095
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which requires large companies to disclose certain 
information on the way they operate and manage 
social and environmental challenges. Additionally, 
CSR has been codified in a separate code. Intro-
duced in 2011, the German Sustainability Code39 
recommends companies to comply with sustainabil-
ity criteria concerning among others environmental 
and social matters. In Switzerland on the other 
hand, there is no legal obligation or non-binding 
recommendation for companies to report on social, 
environmental and ethical issues. Nevertheless a 
growing number of international companies have 
adopted their own codes of conduct and report on 
the social impact of their business on a voluntary 
basis.  
 
Outlook 

It is fair to assume that in future existing codes will 
be continuously developed and amended by further 
recommendations. The trend towards convergence 
across European codes is evident. Closely to corpo-
rate governace connected concepts such as corpo-
rate culture, ethics, risk management, compliance, 
whistleblowing or CSR will arguably become more 
detailed looking forward. Internationally operating 
companies are well advised to not only monitor the 
code developments in their own countries alone. 
They should also keep an open eye on future 
standards set across the border because these 
might come “back home” soon and formulate an 
international standard of state-of-the-art corporate 
governance and compliance recommendations – or 
even binding legal requirements. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                
39 Der Deutsche Nachhaltigkeitskodex, available at: 
https://www.deutscher-nachhaltigkeitskodex.de/en/home.html 
[retrieved 03.08.2018] 
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