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The Regulation of Proxy Advisors: Experiments and
Lessons from the US and the EU
Guo Li & Zhao Yijun

Abstract: The proxy advisor is a new type of consulting service institution emerging in 1980s. Such
practices are aimed at providing institutional investors with services like voting recommendations and
governance ratings on their investee companies. In addition some of them also provide corporate govern—
ance consulting services to the issuers. The influence of proxy advisors has been growing with the devel-
opment of institutional investors as well as the perfection of corresponding regulations. However criti—
cism from stakeholders such as the management of public corporations never wanes rather increasingly
attracts the attention and intervention from both lawmakers and regulators of the US and the EU in the
past decade. In light of such regulatory experiments overseas the public regulation oriented towards
proper information disclosure and effective management of conflict of interest is a better way to regulate
proxy advisors than private actions. The lack of measurability of performance and of incentives for bring—
ing lawsuits limits the use of civil actions at this area. Chinese regulators can draw insights from their A—
merican and European counterparts in the context of China’ s local market.

Keywords: proxy advisor; securities regulation; private action; public private coordinated enforce—

ment; corporate governance; institutional investor
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