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                    Abstract
In the wake of the financial crises of the last two decades, the promotion of corporate governance reform has emerged as a priority concern of the international financial community. This paper draws attention to the role played by Sovereign Wealth Funds (SWFs) in this process. It shows that SWFs’ enactment of a common set of shareholder-oriented corporate governance reforms has not solely been driven from the ‘outside in’—i.e. conforming to prevailing global financial norms and pressures. Indeed, various SWFs are in fact attempting to change financial best practice from the ‘inside out’ by promoting a transformative shareholder-value model of corporate governance throughout the companies they hold in their investment portfolios. To better elucidate the dynamics of this process, this paper looks at the experience of two SWFs in Asia and Europe. More specifically, it will explore the corporate governance agendas of Norway’s Government Pension Fund-Global and Malaysia’s Khazanah Nasional Berhad.
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                    Notes
	At least in the early phase of his administration, it seemed as if Abdullah Badawi was genuinely concerned with reform. To this purpose, he contested the 2004 general elections, in which the ruling coalition obtained a significant majority, on an anti-corruption platform (Case 2005).


	To further strengthen the initiative, in 2005 the Putrajaya Committee on GLC High Performance (PCG) was established, named after Malaysia’s new capital district and composed of the heads of Malaysia’s GLICs as well as a number of government officials. It launched the GLC Transformation Manual and a number of ‘how-to’-books based on the ten core thrusts of the transformation programme: (1) enhance Board effectiveness, (2) strengthen directors capabilities, (3) enhance GLIC monitoring and management functions, (4) improve regulatory environment, (5) clarify social obligations, (6) review and revamp procurement, (7) optimise capital management practices, (8) manage and develop leaders and other human capital, (9) intensify performance management practices, and finally (10) enhance operational improvement. Khazanah serves as the secretariat.


	This includes the management of even the most transparent of SWFs, such as GPFG, Alberta’s Heritage Savings Trust Fund, and Ireland’s National Pension Reserve Fund. Nevertheless, both GPFG and Khazanah recognise the Santiago Principles, a catalogue of principles and best practices developed by the International Working Group of Sovereign Wealth Funds (International Forum of Sovereign Wealth Funds). The Santiago Principles were developed out of concerns about the transparency of SWFs and their effects on capital markets.





References
	Azman M (2004) Remaking Khazanah and the GLCs—a capitalist’s approach, Kuala Lumpur Business Club Dinner Address, October 4. Available from http://www.khazanah.com.my/docs/speech20041004-KLBCKL.pdf. Accessed 20 December 2012

	BCBS (2010) Principles for enhancing corporate governance, October. Available from http://www.bis.org/publ/bcbs176.pdf. Accessed 16 December 2012

	Berle AA, GC Means (1968 [1932]) The Modern Corporation and Private Property, New York: Harcourt, Brace World

	Bøhn H (1999) Current and future financial and monetary outlook, Oslo Stock Exchange Seminar, New York, November 5. Available from http://www.norges-bank.no/no/om/publisert/foredrag-og-taler/1999/1999-11-05/. Accessed 20 December 2012

	Case W (2005) How’s my driving? Abdullah's first year as Malaysian PM. Pac Rev 18(2):157–177
Article 
    
                    Google Scholar 
                

	Datz G (2008) Governments as market players: state innovation in the global economy. J Int Aff 62(1):35–49

                    Google Scholar 
                

	Deeg R, O’Sullivan MA (2009) The political economy of global finance capital. World Polit 61(4):731–763
Article 
    
                    Google Scholar 
                

	Eide L (1997) Bank of Norway’s role as manager of Norway’s foreign exchange reserves and the government petroleum fund, EMEAP reserves management seminar, Singapore, February 26–27. Available from http://www.norges-bank.no/no/om/publisert/foredrag-og-taler/1997/1997-02-27/. Accessed 20 December 2012

	Fama EF (1970) Efficient capital markets: a review of theory and empirical work. J Finance 25(2):383–417
Article 
    
                    Google Scholar 
                

	Fini M (2011) Financial ideas, political constraints: sovereign wealth funds and domestic governance. Compet Chang 15(1):71–93
Article 
    
                    Google Scholar 
                

	Froud J, Johal S, Leaver A, Williams K (2006) Financialization and strategy: narrative and numbers. Routledge, London

                    Google Scholar 
                

	Gill R (1985) The making of Malaysia Inc.: a twenty-five year review of the securities industry of Malaysia & Singapore. In: Gale B (ed). Pelanduk Publications, Singapore 

	Gjedrem S (2000) Government asset management and the role of the Petroleum Fund, address to meeting of the Polytechnic Association, Oslo, November 28. Available from http://www.norges-bank.no/en/om/publisert/foredrag-og-taler/2000/2000-11-28/. Accessed 20 December 2012

	Gjedrem S, Kjaer K (2003) Exercise of ownership rights in the Management of the Government Petroleum Fund, letter to the Ministry of Finance, Oslo, February 12. Available from http://www.norges-bank.no/en/about/published/submissions/2003/submission-2003-02-12html/. Accessed 20 December 2012

	Gjedrem S, Syse HP (2005) Corporate governance in the Norwegian Government Petroleum Fund, letter to the Ministry of Finance, Oslo, December 8. Available from http://www.nbim.no/en/press-and-publications/submissions-to-ministry/2005/Corporate-governance-in-the-Norwegian-Government-Petroleum-Fund/. Accessed 20 December 2012

	Gourevitch P, Shinn J (2005) Political power and corporate control. Princeton University Press, Princeton

                    Google Scholar 
                

	Government of Malaysia (1971) Second Malaysia plan, 1971–1975. Government Press, Kuala Lumpur

                    Google Scholar 
                

	Graver HP (2003) The Report from the Graver Committee, Ministry of Finance, Oslo, July 11. Available from http://www.regjeringen.no/en/dep/fin/tema/statens_pensjonsfond/ansvarlige-investeringer/graverutvalget/Report-on-ethical-guidelines.html?id=420232. Accessed 20 December 2012

	Hansmann H, Kraakman R (2001) The end of history for corporate law. Georgetown Law J 89(1):439–468

                    Google Scholar 
                

	Helleiner E, Lundblad T (2008) States, markets, and sovereign wealth funds. Ger Policy Stud 4(3):59–82

                    Google Scholar 
                

	Hirschman AO (1970) Exit, voice, and loyalty: responses to decline in firms, organizations, and states. Harvard University Press, Cambridge

                    Google Scholar 
                

	Hui LM (1981) Ownership and control of the one hundred largest corporations in Malaysia. Oxford University Press, Kuala Lumpur

                    Google Scholar 
                

	Jensen MC, Meckling WH (1976) Theory of the firm: managerial behaviour, agency costs and ownership structure. J Financ Econ 3(4):305–360
Article 
    
                    Google Scholar 
                

	Khazanah Nasional (2005a) Remaking Khazanah and the GLCs—a strategic framework, March. Available from http://www.khazanah.com.my/docs/InfoDeck_KhazanahMar05.pdf. Accessed 20 December 2012

	Khazanah (2005b) Media briefing—one-year review, June 1. Available from http://www.khazanah.com.my/docs/MediaReview1Jun05.pdf. Accessed 20 December 2012

	Khazanah (2006) Media briefing—second year review, June 1. Available from http://www.khazanah.com.my/docs/speech20060601_2ndyrReview_Media.pdf. Accessed 20 December 2012

	Khazanah (2008a) Media briefing—fourth-year annual review 2007/2008, June 13. Available from http://www.khazanah.com.my/docs/13 %20June%202008_MEDIA%20BRIEFING_FOURTH-YEAR_ANNUAL_REVIEW0708.pdf. Accessed 20 December 2012

	Khazanah (2008b) Governance through transformation, 9th OECD-ADBI Roundtable on Capital Market Reform in Asia, February 28. Available from http://www.oecd.org/dataoecd/21/28/40110309.pdf. Accessed 20 December 2012

	Kjaer KN (2006) From oil to equities, address to the Norwegian Polytechnic Association, Oslo, November 2. Available from http://www.norges-bank.no/en/about/published/speeches/2006/2006-11-02/. Accessed 20 December 2012

	Lai J (2012) Khazanah Nasional: Malaysia’s treasure trove. J Asia Pac Econ 17(2):236–252
Article 
    
                    Google Scholar 
                

	Maduell M (2013) Sovereign Wealth Fund Rankings. The SWF Institute. Available at http://www.swfinstitute.org/fund-rankings/. Accessed 1 April 2013

	Mehrpouya A, Huang C, Barnett T (2009) An Analysis of Porxy Voting and Engagement Policies and Practices of the Sovereign Wealth Funds. IRCC Institute, 30–41 (Oct. 2009). Available from http://www.irrcinstitute.org/pdf/Sovereign_Wealth_Funds_Report-October_2009.pdf. Accessed 15 April 2013

	Monk A (2009) Recasting the sovereign wealth fund debate: trust, legitimacy, and governance. New Polit Econ 14(4):451–468
Article 
    
                    Google Scholar 
                

	NBIM (2001) Draft Amendment of the Regulation relating to the Management of the Government Petroleum Fund, Letter to the Ministry of Finance, Oslo, August 23. Available from http://www.nbim.no/en/press-and-publications/submissions-to-ministry/2001/Draft-amendment-of-the-Regulation-relating-to-the-Management-of-the-Government-Petroleum-Fund/. Accessed 20 December 2012

	NBIM (2004a) Annual Report, available at: http://www.norges-bank.no/templates/reportroot____65330.aspx, accessed: 20 December 2012

	NBIM (2004b) Exercising ownership rights. Available from http://www.norges-bank.no/templates/article____42407.aspx. Accessed 20 December 2012

	NBIM (2006) Shareholder rights, March. Available from http://www.norges-bank.no/templates/article____42890.aspx. Accessed 20 December 2012

	O’Sullivan M (2003) The political economy of comparative corporate governance. Rev Int Polit Econ 10(1):23–72
Article 
    
                    Google Scholar 
                

	OECD (2004) Principles of Corporate Governance. OECD Publications Service, Paris

                    Google Scholar 
                

	Pekkanen SM, Tsai KS (2011) The politics of ambiguity in Asia’s sovereign wealth funds. Bus Polit 13(2):1–44
Article 
    
                    Google Scholar 
                

	Putrajaya Committee (2006) GLC Transformation Manual. Available from http://www.pcg.gov.my/trans_manual.asp. Accessed 20 December 2012

	Rajan R, Zingales L (2001) The firm as a dedicated hierarchy: a theory of the origins and growth of firms. Q J Econ 116(3):805–851
Article 
    
                    Google Scholar 
                

	Rethel L (2010) Financialisation and the Malaysian political economy. Globalizations 7:489–506

                    Google Scholar 
                

	Rose P (2013) Sovereign Investing and Corporate Governance: evidence and policy, Ohio State Public Law Working Paper No. 192. Available from SSRN: http://ssrn.com/abstract=2220222. Accessed 16 April 2013

	Seawright J, Gerring J (2008) Case selection techniques in case study research: a menu of qualitative and quantitative options. Polit Res Q 61(2):294–308
Article 
    
                    Google Scholar 
                

	Shleifer A, Vishny RW (1997) A survey of corporate governance. J Finance 52(2):737–783
Article 
    
                    Google Scholar 
                

	Sobel AC (1994) Domestic choices, international markets: dismantling national barriers and liberalizing securities markets. University of Michigan Press, Ann Arbor

                    Google Scholar 
                

	Storvik K (1998) Petroleum Fund: Strategy, Guidelines and Management. Conference on the Norwegian Petroleum Fund, New York, March 12. Available from http://www.norges-bank.no/no/om/publisert/foredrag-og-taler/1998/1998-03-12/. Accessed 20 December 2012

	Storvik K, Eide H (1997) Future Management of the Government Petroleum Fund, letter to the Ministry of Finance, Oslo, April 10. Available from http://www.nbim.no/Global/Documents/Submissions/2006%20and%20older/letter%201997-04-14.pdf. Accessed 20 December 2012

	Storvik K, Vikøren B (1997) Proposal for guidelines for the Government Petroleum Fund, letter to the Ministry of Finance, Oslo, August 22, section 1. Available from http://www.norges-bank.no/en/about/published/submissions/1997/br-1997-08-22html/. Accessed 20 December 2012

	Thirkell-White B (2008) Indonesia and Malaysia: the persistence of a domestic politico-business class. In: Robertson J (ed) Power and politics after financial crises: rethinking foreign opportunism in emerging markets. Palgrave Macmillan, Basingstoke, pp 187–211

                    Google Scholar 
                

	Tranøy BS (2009) Flexible adjustment in the age of financialisation: the case of Norway. Geopolitics 14(2):360–375
Article 
    
                    Google Scholar 
                


Download references




Author information
Authors and Affiliations
	National Bank Financial, Toronto, M5X 1J9, Canada
Michael Fini

	Department of Politics and International Studies, University of Warwick, Coventry, CV4 7AL, UK
Lena Rethel


Authors	Michael FiniView author publications
You can also search for this author in
                        PubMed Google Scholar



	Lena RethelView author publications
You can also search for this author in
                        PubMed Google Scholar





Corresponding author
Correspondence to
                Lena Rethel.


Rights and permissions
Reprints and permissions


About this article
Cite this article
Fini, M., Rethel, L. Enacting the rules of global finance: sovereign wealth funds and the promotion of corporate governance reform.
                    Asia Eur J 11, 163–178 (2013). https://doi.org/10.1007/s10308-013-0348-4
Download citation
	Received: 11 January 2013

	Revised: 17 April 2013

	Accepted: 08 May 2013

	Published: 26 May 2013

	Issue Date: June 2013

	DOI: https://doi.org/10.1007/s10308-013-0348-4


Share this article
Anyone you share the following link with will be able to read this content:
Get shareable linkSorry, a shareable link is not currently available for this article.


Copy to clipboard

                            Provided by the Springer Nature SharedIt content-sharing initiative
                        


Keywords
	Corporate Governance
	Central Bank
	Hedge Fund
	Portfolio Company
	Corporate Governance Practice








                    
                

            

            
                
                    

                    
                        
                            
    

                        

                    

                    
                        
                    


                    
                        
                            
                                
                            

                            
                                
                                    
                                        Access this article


                                        
                                            
                                                
                                                    
                                                        Log in via an institution
                                                        
                                                            
                                                        
                                                    
                                                

                                            
                                        

                                        
                                            
 
 
  
   
    
     
     
      Buy article PDF USD 39.95
     

    

    Price excludes VAT (USA)

     Tax calculation will be finalised during checkout.

    Instant access to the full article PDF.

   

  

  
 

 
  
   
    Rent this article via DeepDyve
     
      
     

   

  

  
 


                                        

                                        
                                            Institutional subscriptions
                                                
                                                    
                                                
                                            

                                        

                                    

                                
                            

                            
                                
    
        Advertisement

        
        

    






                            

                            

                            

                        

                    

                
            

        

    
    
    


    
        
            Search

            
                
                    
                        Search by keyword or author
                        
                            
                            
                                
                                    
                                
                                Search
                            
                        

                    

                
            

        

    



    
        Navigation

        	
                    
                        Find a journal
                    
                
	
                    
                        Publish with us
                    
                
	
                    
                        Track your research
                    
                


    


    
	
		
			
			
	
		
			
			
				Discover content

					Journals A-Z
	Books A-Z


			

			
			
				Publish with us

					Publish your research
	Open access publishing


			

			
			
				Products and services

					Our products
	Librarians
	Societies
	Partners and advertisers


			

			
			
				Our imprints

					Springer
	Nature Portfolio
	BMC
	Palgrave Macmillan
	Apress


			

			
		

	



		
		
		
	
		
				
						
						
							Your privacy choices/Manage cookies
						
					
	
						
							Your US state privacy rights
						
						
					
	
						
							Accessibility statement
						
						
					
	
						
							Terms and conditions
						
						
					
	
						
							Privacy policy
						
						
					
	
						
							Help and support
						
						
					


		
	
	
		
			
				
					
					50.19.159.160
				

				Not affiliated

			

		
	
	
		
			[image: Springer Nature]
		
	
	© 2024 Springer Nature




	






    