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Introduction 
 
Once a month, a group of 16 of Britain’s most influential shareholders meet in a boardroom 
to decide whether to go into battle with the companies they own – 10 men plus 6 women are 
ABI: the Association of British Insurers.  The Chairman of this group in September was the 
Chairman of Aviva Investors, which alone owns more than 1.5% of every listed British 
company. 
 
The members of the ABI own £1500 billion in assets, 13% of the London Stock market.  
The new stewardship code encourages them to engage with the companies they own. 
 
Sir Terry Leahy, the outgoing CEO of Tesco, related in the Times of 27th September 2010, 
that investors’ time are much shorter than those of management.  He maintains investors 
should wake up to the benefits of being more than an investor, rather a partner in their 
investee.  The danger of greater shareholder engagement activity is management looking 
over its shoulder all of the time. 
 
John Wolfensohn, World Bank President, said “The governance of companies is more 
important for economic growth than the governance of countries.” 
 
I am not sure!  If governance means the ‘stewardship of executives’ of their companies, I 
agree.  If he means the impact of externally imposed ‘governance’ I am less sure. 
 
Undoubtedly, ‘governance’ is a growing issue for management.  It derives from at least three 
sources:- 
 
1) National and International codes of practice 
  i. IFRS 
  ii. Sarbanes Oxley 
 
2) Crisis responses:- 
  iii. Financial 
  iv. Environmental 
 
3) Activism 
                       v. Self interest 
  vi. Climatic environmental issues 
  vii. Executive remuneration 
  viii. Rewards for failure 



 
 
Impact 
 

a) Separation of power on boards  
b) Board committees 

ix. Audit 
x.  Remuneration 
xi. Nomination 
xii Risk 
 

NED commitments to time/Board Evaluation 
Remember, CRISIS introduces:- 
 
         
  
Government                                              to the mix 
 
Media 
 
 
To try to: 
 
 Remedy the problems 

Apportion blame 
 
Governments bought a stake in the game and the media joined in. 
Invariably based upon inadequate and often poor information  

 
Examples 
 

1. BP – Gulf of Mexico crisis 
2. HSBC – succession planning 
3. Kraft Cadbury – nationalism and hedge funds 
4. Prudential – unwise acquisition 
5. and many more….. 

 
Comply or Explain – codes imply a mixed response 
 
However, attendance to governance, resulting in greater TRANPARENCY which has 
affected: 
 
 CEO & Chairman performance 
 Increasing risk to both 

Increasing turnover of both  
Increasing remuneration of both 

 

RBS 

LBG 

Lehman 

Bear Stern 



 
CONCLUSION 
 
Shareholder activism has been expanded to include stakeholder activism:- 
 Employees 
 Shareholders 
 Customers 
 Government 
 Media 
 
BUT, remember, each of these groups is there to service its own purpose, its own interest, 
never necessarily that of the company as a whole. 
 
This implies a greater dynamic tension between management and stakeholders.  Historically, 
the most troublesome interface would have been with employees and their unions, not so 
today. 
 
Management must stand up to what they believe is ill-informed or ill-advised actionism from 
any or all of their stakeholders when economic benefit to the company is placed at risk. 
 
Increased transparency and scrutiny of management brought about by any form of actionim 
is a reality.  It must be dealt with but, as Leahy says, be mindful of the opportunity cost of 
management constantly playing the short term game and looking over its shoulder towards 
imperfectly informed audiences. 


