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Abstract

There is widespread support for the proposition that pension funds can, should and do play an

important role in monitoring management in the companies in which they invest. This article examines

whether Irish occupational pension funds and investment managers use voting, engagement and

intervention as monitoring strategies in relation to investee companies. Furthermore, the article

examines whether there are significant differences in attitudes between the two groups acros key

themes relating to shareholder activism by occupational pension funds in order to identify whether

potential agency problems may exist in relation to delegation and representation. The results of the

research suggest low levels of monitoring by Irish occupational pension funds compared to investment

managers which could be explained by delegation. Furthermore significant differ ences in perceptions

ZHUH LGHQWLILHG LQ UHODWLRQ WR WKW DSIHHRF/HHLLY HPGH DL\PXSURHUMN D @ FHB LRR
LQIRUPDWLRQ IORZ WR VKDUHKROGHUV"™ D Q GwhérHcB{paredJdpamsthe® "~ WR SHQVI
rankings for the impact of pension funds to each of these particular areas.
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Introduction levels and experience have been highlighted as both
barriers to engaging in monitoring activity and
Following the exposure of corporate scandals andesulting impact (Coffee, 1991, Myners, 2004; Lipton
malfeasance in the late nineties and continuing into theand Rosenblum (1991)
millennium, it was not surprising that McKinsey (2002) While it has been suggested that pension funds
found that 80% of the institutional investors surveyed may be the optimal monitors due to their legal structure,
would pay a premium for well-governed companies. freedom from conflicts of interest, investment horizon
Reliance on market forces, legal rules, and manageriadnd investment stake size, investment functions are
holdings did not appear to be the solution to failings inoften delegated to intermediaries such as investment
the governance of public companies. Institutional managers (Coffee, 1991; Del Guercio and Hawkins,
monitoring, whether through voting, engagement 0r1999). As such, pension funds may effectively
intervention, has been widely suggested as alisconnect their activism and therefore are not likely to
supplemental form of governance to address themonitor or publicise their activism efforts (Del
drawbacks of the Anglo-American corporate Guercio and Hawkins, 1999). For example, Yaron
governance system (Diamond, 1984; Agrawal and(2005) suggests that the vehicle chosen for investing
Knoeber, 1996; Maug, 1998), Empirical evidence pension assets can often have a direct impact on access
suggests, that in the US at least, institutional investorso the proxy and engagement options. Where
engage in low levels or limited monitoring activities investments are pooled, pension schemes do not have
(Black, 1998; Gillan and Starks (2001)). This may bedirect access to the proxy nor do they have rights as
due to inconclusive evidence relating to the link shareholders in the funds. Typically, all rights are
between institutional monitoring and performance butexercised at the discretion of the manager. Unless the
also the size and raw monetary value o¥/ i L W X WpemsiQrfl ¥und has specifically mandated, external
stake, firm specific factors and other legal and marketmanagers may not monitor and rely on boilerplate
factors including free riding conflicts of interest, and clauses within investment agreement for justification
market perception (Coffee, 1991; Pound, 1993; Kahnthereby disenfranchising the pension fund from a
and Winton, 1998; Edkins and Bush, 2002; Myners,significant shareholder right.
2004; Yaron, 2005; Black, 1998). Specifically, skill In this article, the main research questions of the
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study are as follows: of elevating the value of the firm. An active investing
x Do Irish occupational pension funds strategy is thus one in which the returns derived from a
and external fund managers employ given investment are endogenous subject to
institutional monitoring strategies in relation influence by the individual investor after the
to the companies in which they have LQYHVWPHQW LV PDGH ~
invested? S5HODWLRQVKLS LQYHVWLQJ" D
x Are there significant differences in monitoring, is defined by Hawley and Williams (1996)
attitudes between Irish occupational pensionas:

funds and external fund managers across key SPRQLWRULQJ LQ ZKLFK DQ
themes relating to shareholder activism by groups of owners hold a significant block of
occupational pension funds? equity in a particular firm, thereby
The second research question is operationalised establishing a long-term position and by
by examining whether attitudes to board reform, virtue of their ownership block can exert
information flow to shareholders, anti-takeover OHYHUDJH RQ PDQDJHPHQW ~
measures, corporate social responsibility, barriers to In order to enhance institutional voice, Black

shareholder activism and mandatory voting by pensior(1992) advocates that institutions reduce their portfolio
funds varies between the two groups in order tosize so that they hold between 5 and 10% of the stock
identify whether potential agency problems may existin a particular company but no more than this. Black
in relation to delegation and representation. To answebelieves  that this would facilitate  greater
these questions, questionnaire-based researceommunication and stronger influence without the
augmented with statistical analysed was undertaken. threat of a single dominant shareholder.

In the following sections, we review different Roe (1993) suggests that a structure of multiple
approaches, foci and activities related to institutionalintermediaries:
monitoring, outline the methodology used, present the * FDQ GHWHU RSSRUWX
main findings and conclusions as well as suggest monitoring one another, impel action in a way
avenues for further research. that a single blockholder might not, and
facilitate powerVKDULQJ QRW GRPLQD
Institutional Monitoring These definitions are consistent with Section

2509.94-2 of Title 29, Chapter 25 of the US Code of
Recently there has been a blurring in the distinctionFederal Regulations which finds such monitoring
EHWZHHQ 3PRQLWRULQJ" DQG RaetiyUinausioyDhe laerdinakian mi/acivityr with
SLQWHUYHQWLRQ” SDFWLYH L otheH hareiplders, approprigtel KR didsieianes of
DFWLYLVP" DQG 3UHODWLRQVKIpgnsionplarsyWLQJ" 6WDSOHGRQ
GHILQHYVY PRQLWRULQJ DV 3DQ\ IRUP RI
involvement, direct or indirect, at firm level or Focus of Institutional Monitoring
industry-wide, by institutions in  corporate
JRY H U QThi Rrhplies that monitoring may (a) The focus of institutional monitoring historically has
include direct action by an institution or through an been on three main activitiegi) protecting the market
intermediary and (b) be targeted at companies and/ofor corporate control, (i) improving information flow,
industries. and (iii) reforming the board.
Maug defines monitoring more broadly as: Institutional investors have attempted to protect
3«a comprehensive label for all the market for corporate control by limiting defensive
value-enhancing activities; it comprises tactics being introduced by portfolio companies. These
intervention in a company's affairs as well as tactics include poison pills, management control of
information acquisition (e.g., in order to agenda setting, director election, and all phases of
identify a potential target of intervention) and proxy — processes. Although campaigns have
LV XVHG V\QRQ\PRXVO\ ZL suecessfulywefduced they inpagt of anti-takeover
DQG 3VKDUHKROGHU DFWLY mgaghanisms (Gordon and Pound, 1991), common
6LPLODUO\ <DURQ KDV GHIe@massuesraised bykshaceoldes activists include
DFWLYLVP  RU 3DFWLYH LQYH YV winagasingspnfidertia yotng.urtadirgvthe ailiky i9f
practices of voting proxies and corporate engagementhe board to call off an election on a particular matter if
collectively. Yaron bases this on the definition of it thinks it may lose, and reducing the impact of
Gordon and Pound (1993) who défiH 3D F wstaggered elections (Romano, 2000; Gordon and
LQYHVWLQJ DV Pound, 1991).
3«FRPSULVHG RI LQYHVWPHQW VNeuexgyuwive diectarsgnexikably gannot know
the investor takes actions involving the targetas much about the firm as management. Most
corporation, other than simply buying or selling importantly, non-executive directors do not devote
securities, that are designed to increase the returnéheir entire professional efforts to a single company
generated by this investment. Such actions typicallyand therefore are not enmeshed in the day-to-day
involve exerting significant influence over corporate information flow of the company. This is compounded
policy or control over the corporate entity in the hope by management's control of the information that does
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reach the board. The result can be a board knowing to&mployee Retirement Income Security Act. This has
little, too late and, even if is willing and able to act to attracted some controversy as it has been argued that it
confront a growing problem or crisis, it is often unable dilutes the value of the votes cast voluntarily and with
to do so. This is obviously compounded in the case othought by those investment managers, and by
shareholders who are even further removed from theémplication pension funds, who do see an economic
information than non executive directors. In broad value in stewardship. For example, shareholders who
terms, some institutions have focussed on improvingmight not ordinarily vote may vote in favour of
the quality and frequency of management-shareholdemanagement, without due consideration, as a matter of
exchanges. Some commentators have called for theompliance rather than considered and informed
establishment of formal shareholder advisory voting. Primary research undertaken for this thesis
committees representing the largest shareholdersuggested that neither pension funds nor investment

typically institutional investors (Essen, 2000). managers would support mandatory voting by Irish
Historically, most corporate governance debatespension funds.
revolve around the board of directors and specifically Institutional investors generally try and resolve

the role of outside independent directors as a means fany contentious issues with management prior to
addressing the agency problem by acting as monitoré&dGMs. However if this fails, institutional investors

of executive management (Gilson and Kraakman,may abstain or vote against a resolution. In these
1991). Institutional investors have sought directinstances, the company may be notified in advance.

influence on the board of directors including the A number of reasons are regularly cited for why
leadership, selection, structure, composition, pension funds should vote their shares. The NAPF
compensation and operation of the board (Turnbull,summarises these reasons as follows: the fiduciary

2000). duty to vote; it provides signals to management of
support or lack of support on major issues; it
Institutional Monitoring Activities demonstrates that funds are exercising their

shareholder responsibilities; it can help lower the cost
Institutional monitoring activities can be broadly of capital of companies which have a good governance
divided into three types: voting, engagement andregime; and it may forestall government attempts to

intervention. make it compulsory. For example, Grundfest
DGYRFDWHY WKDW PXOWLSOH PRQLWRUYV
Voting campaigns directed against directors, as a whole and

Principle E.3 of the Combined Code states thatindividually. = While Grundfest acknowledges that
institutional shareholders have a responsibility to makethese campaigns achieve only minority support, he
considered use of their votes. The right to vote, whichargues that they are effective as public flags that
is attached to voting shares, is a basic prerogative ofomething is wrong, and can be important first steps
share ownership. Depending on availability, voting cantoward correcting perceived problems, usually by
take place at the meeting, by proxy, postal vote andutting pressure on the board. Reasons cited for not
increasingly by electronic voting. Some institutional voting include costs, misinterpreted signals by
investors may have a policy of trying to vote on all management as a no confidence vote on issues of lesser
LVVXHVY ZKLFK PD\ EH UDLVHG [nportanQe, laQkYaf &/dedde fhat bh@ xddOvalue,
JHQHUDO PHHWLQJ 3DJP’ and accountability for voting agents.

A number of representative bodies have The cumbersome and outdated nature of
indicated the importance attached to institutional paper-based systems, lack of auditability or adequate
investors exercising their right to vote in an informed confirmatory  procedures, and communication
manner and providing greater transparency and accegwoblems between interested parties are just some of
to information and participation, electronically or the issues and barriers to institutional voting identified
otherwise. The OECD places specific emphasis on thdy NAPF. The International Corporate Governance
role of institutional investors. The general approachNetwork found that most institutional investors had
taken by the Principles is that the decision to exercisayreat difficulties in exercising overseas proxies due to
voting rights in an informed manner is related to bothtiming problems, insufficient information, language
the costs and benefits of voting, so in many instances iproblems, blocking or depositing of shares, and voting
is the incentive to vote which needs to be improved, inprocedures or methods. Lynn (2005) also notes that
part through policy initiatives. The Principles do not external managers may not vote shares due to the
oblige institutional investors acting in a fiduciary conclusion that the cost of voting the proxy outweighs
capacity to vote their shares, but they do call on themany potential benefit to the client, that in the
to disclose their voting policies. When these policiesLQYHVWPHQW PDQDJHUfV MXGJHPHQW
include active use of ownership rights, the Principlesvoted is neither material nor relevant to shareholders
also recommend that institutional investors discloseand the issuer of securities; or the value or amount of
how they implement these policies, including the the securities to be voted is insignificant or
resources they set aside for this purpose. undeterminable.

As discussed earlier, US tax-approved pension Engagement
funds are mandated to vote their share under the 3(QJDIJHPHQW" FDQ EH GHILQHG DV W
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discussions and meetings that shareholders have witfor change to the management of the company, and
companies to raise issues including strategy, boaraften co-ordinating other shareholders (Edkins and
structure, performance, quality of management andBush, 2001). Proposals may relate to board changes,
other corporate governance issues (Edkins and BusHinancial goals of selling unfocused businesses and
2002; ABI, 1991, Stapledon, 1996). Where unprofitable assets, restricting capital expenditure,
institutional investors are concerned about specificincreasing payouts, and changing capital structure
investments or strategies, they will often arrange(Becht, Franks, Mayer and Rossi, 2008). Proposals
formal or informal meetings to discuss these issuesmay be later withdrawn subsequent to negotiation
Alternatively, institutional investors may choose to (Chidambaran and Woidtke, 1999). In some instances
present their views on corporate governance directly tat may involve the sharing of price-sensitive data or
investee companies or publish them without more active involvement by the institutional investor
consultation with companies. It is common for LQ WKH FRPSDQ\YV DIIDLUV
companies to meet with their largest or most influential Intervention may also involve targeting a
institutional investors on a one-to-one or group basisbroader range of underperforming companies for
during the course of a year; the frequency of theseplacement on a published focus list. Target companies
meetings may be increased where the situation requireare typically identified through establishing a focus list
high supervision and control Shidvasani and Zennemf companies that underperform a main index or may
(2004). This information may be fed back to the boardhave a poor comparative corporate governance rating.
in the planning process particularly where there areThis is often followed by enquiries and suggestions by
collective commonalities. the investor. Where enquiries are not responded to or
The OECD (2003) has called on countries to lift suggestions not taken into account, the institutional
unnecessary regulatory barriers to a continuinginvestors may escalate their response and seek to
dialogue between investors and companies. At thechange directors or exit the firm. As such, intervention
same time, recognising that such close relations camay be collaborative, confrontational or a mixture of
degenerate into abuses, particularly in situations wheré¢he two (Becht, Franks, Mayer and Rossi, 2008).
there are inherent conflicts of interest, the OECD As intervention can be very costly, the OECD
recommends that general disclosure of information to(2003) recommends that the authorities allow or even
the market should remain the practice. Any additionalencourage institutions (and other shareholders) to
information released by a company to institutional co-operate and co-ordinate their actions provided that
investors should be aimed at helping them understanduch co-operation is not aimed at manipulating the
the background to such published information. market or obtaining control of the company without
In addition, institutional investors may going through accepted takeover procedures.
participate in and support representative bodies to seffurthermore, where intervention involves the
and promote specific corporate government policies asdministrators of a pension fund nominating a trustee,
well as monitor companies (Stapledon, 2006). Theseemployee, adviser or other candidate to the board of a
representative bodies actively publish guidelines,company, the pension fund and the nominee may be
research, and reports on specific items but also lobbgxposed to additional liabilities and restrictions under
stakeholders to adhere to these guidelines. Institutionatommon law or company, takeover or market abuse
investors can also use public lobbying directly by regulation should the trustee be held to be de facto or
either commenting on the circumstance of a particularshadow director.
company, which is rare, or publishing their intention to
vote or abstain from voting on a particular issue. ThisThe Optimal Institutional Monitor
may involve shareholder proposals, media campaigns

or in extreme cases, litigation (Yaron, 2005). Coffee (1991) has suggested that the optimal monitor
meet at least three criteria: (1) the institution should be
Intervention reasonably free from conflicts of interest so that its

evaluation of corporate management will not be biased
7KH 8. ,QVWLWXWLRQDO 6K D hyHH¢ RipGthnii\t§ edriR fieds lok\inabirhel not equally
3,6&° UHFRPPHQGY WKDW L Q aVaillabi xoVsHareip@es; (R)Qtsrdtava/girould/be large
intervene where necessary. Although commonlyenough to justify the expenditure of significant
UHIHUHQFHG 3:LQWHUYHQWLRQ  moNtotinD Wd$iS;\ ail HB). @sHpBeferydUinvaskrtent
purposes of this paper it is submitted that interventionhorizon should be sufficiently long so that it has an
is a specific activity or set of activities developed andinterest in improved corporate governance, even when
LPSOHPHQWHG WR FKDQJH RU noRmé&ateHvalDe-nraRimiSimyQrafisaction is in the
knowledge, attitudes, behaviour or awarenessoffing. Based on these three criteria, Coffee has
Furthermore, it is submitted that intervention differs suggested that the pension fund is relatively superior as
from engagement in intent and sensitivity. Interventiona monitor than other institutional investors. .Despite
is typically more proactive in relation to change than & RITHHYfV UHODWLYH RSWLPLVP
engagement and involves amongst other thingssupportthe proposition that activism by public pension
conducting very detailed research into a company andunds leads to performance improvements is limited
the reasons for its poor performance, putting proposal¢English, Smythe and McNeil (2004); Del Guercio and
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Hawkins (1999)) although there is evidence to link pension funds display the characteristics of suitable
shareholder activism with improvements in corporatemonitors. Although the area of institutional monitoring
governance structures in target firms (Karpoff, 2001). is widely debated internationally, there is little existing
Irish data on pension fund and investment manager
The Irish Pension Funds Industry monitoring activity and their perceptions to key
corporate governance themes.
Irish pension funds are relatively free from conflicts of
interest. They have no other opportunities to earn feeResearch Methodology
or income from the investee company. They cannot
make takeover bids. They do not face shareholdein this paper, we examine the prevalence of
redemptions nor are they engaged in activeinstitutional monitoring strategies by pension funds
FRPSHWLWLRQ Iihds. E@thernow, RtheV find external fund managers in relation to the
institutional form is conducive to Irish occupational companies in which they have invested. Furthermore,
pension funds acting as monitors. Legally, trusteeswe test whether there are significant differences in
must not subordinate the interests of the members andititudes between the two groups across key themes
beneficiaries of their pension funds to unrelatedrelating to shareholder activism by occupational
objectives or put themselves in a position where theilpension funds. Specifically, we examine whether
own interest and their duty as trustees conflict. As theattitudes to the board reform, information flow to
trustees of Irish pension funds are often the senioshareholders, anti-takeover measures, corporate social
executives of the sponsor company and the lIrishresponsibility, barriers to shareholder activism and
market is relatively small, the assumption of freedommandatory voting by pension funds varies between the
from conflicts of interest may not apply to the sametwo groups in order to identify whether potential
degree as the US where the pension fund has a bettegency problems may exist in relation to delegation
opportunity to avoid such conflicts. Even in the US, and representation.
where public pension funds are mandated to exercise The purpose of this study is to present
their voting rights, pension funds have been known topreliminary evidence on (i) the prevalence of
have experienced this tension (Kolman, 1985). Unlikeinstitutional monitoring strategies by occupational
the US, voting is not mandatory and there is noSHQVLRQ IXQGV uSHQVLRQ IXQGVTY
requirement for Irish occupational pension funds tomanagers in relation to the companies in which they
exercise their rights as shareholders. have invested, and (ii) attitudes between the two

As a whole, Irish pension funds have a very groups across key themes relating to shareholder
significant monetary stake in Irish companies andactivism by occupational pension funds. Such
capital markets and should therefore care about thevidence will permit the formulation of hypotheses on
performance of those companies in which they havethese issues for investigation in future research. To
invested. For the year ending 31 December 2007address the research questions, it was necessary to
pension fund assets under management amounted tnduct questionnaire based research to collect data
Ya EQ FRPSDUHG ZLWK ¥ ber E&hd@Qsbertain theidws of a sample of the two target
2006; equities accounted for 66.3% of assets undegroups.

PDQDJHPHQW ZLWK ,ULVK HTXLW\ FRREWiEhQ®sidr funds industriE s examined
(IAPF, 2008). Based on these statistics, Irish pensioras data from such sources is reasonably accessible and
funds owned c. 7.6% of the total Irish equity market atas a result of European regulation, operates under a
the end of 2007 (IAPF, 2008). However, although similar regime to other European countries and in
Irish pension funds have a significant stake as a wholgarticular the UK. Furthermore, the study argues that
in Irish equities, there is no evidence that discretethe findings have wider relevance because the Irish
individual  pension funds have significant pension funds industry is not only relatively large in
shareholdings in Irish companies. In fact, a basicsize in comparison to other European countries but also
survey of the Annual Reports of 59 Irish public limited invests more heavily in equities than other European
companies undertaken for this study provided nocountries (with the exception of the UK) and therefore
evidence that Irish occupational pension funds directlyshould have a greater interest in any risk-mitigating
held significant shareholdings or large blockholdings activities including monitoring (Mercer Investment

in those companies. Consulting, 2008).

Irish occupational pension funds are the Due to the size and geographical location of the
dominant form of long-term savings in lIreland. intended sample, and following consultation with the
Pension fund stock turnover rates are typically lowerlrish Association of Pension Funds as to how best
than other institutions and so have a relatively longerobtain responses from those employed in the lIrish
investment horizon. The majority of Irish pension pension funds industry for the research project, it was
funds invest in long-term illiquid stocks including it was decided to use a questionnaire-based research
property, forestry, fixed interest, international equities, methodology to ascertain directly the views of those to
and fixed interest and index-linked stocks (IAIM, 2007;be surveyed and therefore appropriately address the
IAPF, 2008). research questions of the paper.

This evidence suggests that Irish occupational A questionnaire was designed consisting of 21
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TXHVWLRQV WR HOLFLW oW télr U ksVagéhta; GuHahar fthe ilvstitidtion votes directly on
voting policies, engagement strategies with investedssues raised at meetings, and if the institution
companies, their intervention strategies with investeepublishes details on voting issues.
FRPSDQLHVY DQG WKH LQVWLWXW L RAQ feyardst Qybigdrbedt wWHvEstee Xanidaniesy R
shareholder activism. The questionnaire wasthe questionnaire examines if the institutions meet,
developed following extensive consultation with formally or informally, with the senior management of
colleagues and staff at the authors, neighbouring anthe investee companies, the frequency of such
affiliated Universities as well as the Irish Association meetings and the issues addressed at meetings (e.g.
of Pension Funds and the Irish Association for strategy, performance, board structure, management
Investment  Managers. Discussions on  thequality or other issues).
guestionnaire focused on its content and whether it 7R H[DPLQH WKH UHVSRQGHQW
would adequately address the research questions of thietervention strategies, the questionnaire investigates if
paper. Prior relevant research was also examined tthe institutions, individually or with other shareholders,
inform the content and focus of the questions containedarget or otherwise use intervention strategies in
in the questionnaire, and where appropriate, suggestlation to investee companies. Intervention strategies
potential questions for inclusion. The questionnairecould include: conducting research on poor
was tested in advance of distribution to the sampleperformance and submitting proposals for change to
population. This testing involved circulating the management, based on this research; targeting investee
guestionnaire to the Irish Association of Pension Fundssompanies and disclosing the names of the companies
and the Irish Association for Investment Managers andwith the reasons for targeting to the company and the
asking for comments or methods by which thegeneral public; targeting investee companies and
qguestionnaire could be enhanced. The finaldisclosing the names of the companies with the reason
guestionnaire used in this investigation was approvedor targeting to the company only; co-ordinating
by both the Irish Association of Pension Funds and theactivity with other shareholders; exit strategies, or
Irish Association for Investment Managers. other methods used by the respondent institution.
Questions included in the questionnaire were JLQDOO\ WR SURYLGH LQVLJKW L
largely driven by prior research and by the key general attitudes to shareholder activism by pension
research questions this paper aims to address. 19 oftheXQGV WKH TXHVWLRQQDLUH DVNYV
21 questions included in the questionnaire were closediews on corporate governance in the Irish publicly
guestions, while 2 were open questions which askedisted companies and the role that pension funds can
the respondents to provide details on their role withinplay in such governance. For this latter question, two
the institution and the type of institution they worked key areas are examined. First, the perceived impact of
for. Nevertheless, in questions where it waspension funds to areas such as corporate board reform,
appropriate to provide respondents with the means ofmproved information flow to shareholder,
providing information unique to their own institution anti-takeover measures and corporate social
not covered in the available responses to theresponsibility. Secondly, the perceived importance of
TXHVWLRQQDLUH DQ RSHQ HQ Gés&S sque Virkds U pdhE€on fLRAE3. A Be¥ch case,
offered, This appears in 4 of the 21 questions incluledUHVSRQGHQWYVY PD\ FLWH D pORZ(1
in the questionnaire. One of the questions contained immpact/importance as their answer. In each of areas
the questionnaire asks respondents on whether theljsted above, the study wilinvestigate the extent to
believed it was appropriate for pension funds to play awvhich the respondents perceive the impact of pension
role in the corporate governance of investee companiefunds to be different from the perceived importance to
,Q LQVWDQFHYVY ZKHUH WKH UHYVS pgegs®if@ndsV I &ddittbnDthe QUR Stiobr@ike zAkks) for
they were given the opportunity of explaining why WKH UHVSRQGHQWTfV YLHZV RQ ZKDW
they believed this to be the case. This study wouldmajor barriers to pension funds engaging on
argue that closed questions are more appropriate tshareholder activism. Respondents are presented with
facilitate the empirical analysis that will be presenteda range of potential barriers, such as such as conflicts
later in the paper. While it could be claimed that openof interest, skill levels, market perception and liquidity
ended questions on the main themes addressesd in thisoblems, and are required to rate their responses again
study may provide more insight into the various issuedLQ WHUPV Rl pORZY MHUPHGLXPY RU |
explored, offering respondents open ended questionguestionnaire examines if the institutions would
may also lead to greater subjectivity in the responses asupport mandatory voting by pension funds in public
indeed may be misunderstood by the respondents whecompanies both in general terms and in an Irish context
answering and thus may undermine the validity of theonly.
conclusions drawn from such findings. The survey was restricted to members of the
With regard to their voting policies, the Irish Association of Pension Funds (excluding pension
guestionnaire addressed issues such as: identifying fiund advisors) and the Irish Association of Investment
the institution has a formal voting policy and to whom Managers. The questionnaire was distributed in July
is it supplied; if compliance with the voting policy is 2005 to 313 Member Representatives listed in the 2005
monitored and how often such monitoring takes place;lrish Association of Pension Funds Yearbook and the
whether compliance is required by the institution from 13 Member Representatives listed on the Irish
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Association of Investment Managers website. Voting
Personalised letters accompanied these questionnairdss mentioned above, voting is a fundamental right of
explaining the purpose of the survey and detailingshare ownership and is specifically emphasised by the
instructions on how to respond. The total populationCombined Code (2003) and the OECD (2004) as
was 316 as 10 of the Irish Association of Investmentimportant governance mechanisms. Table 3 presents
Managers members were also members of the Iristan analysis of the responses provided in relation to the
Association of Pension Funds. voting policies used by occupational pension funds and
A total of 55 responses (17.4% of the population) investment managers in Ireland. In particular, the
were received. However, 12 organisations whosurvey soughtto assess the prevalence of formal voting
initially responded were unable to form part of the final policies, the disclosure and monitoring of voting
sample used in the study. All 12 of these organisationgolicies, and the actual voting at AGMs of investee
were occupational pension funds, 3 of which indicatedcompanies.
that they could not respond due to lack of resources or As Table 3 shows, there is clearly notable
for policy reasons. Of the remaining 9, 4 indicated thatdisparity between the findings for both samples with
the questionnaire was irrelevant to them and 590.9% of occupational pensions fund sample reporting
indicated that it would be more appropriate for that they have no formal voting policy compared to all
completion by an investment manager. Thus, the finainvestment managers contacted reporting that they
sample consists of 43 usable responses (13.6% of thieave a formal policy for voting in place. In fact, only
population) were received. Of the 43 responses, 3®ne occupational pension fund had a formal voting
respondents (77% of the useable sample) were pensigmolicy. This one respondent:
funds or schemes and 10 respondents (23% of the f did not supply the voting policy to investee

useable sample) were investment managers. While the companies nor did it monitor investee
overall response rate to the questionnaire is low, this compliance with the formal voting policy;
comes as no surprise given that notable non-response f supplied all agents with a copy of this voting
often occurs when using questionnaires to collect data policy and required compliance by agents
from large, geographically dispersed populations with the voting policy;

(Edwardset al, 2002). Given that the purpose of this f monitored agent compliance quarterly;
investigation is to gather and present preliminary f did not vote directly on any issues raised at
evidence on monitoring and corporate governance investee company AGMs; and

mechanisms in the Irish pension funds industry for f did not publish details on its own specific use
hypothesis generation, it is argued that the final sample of votes.

obtained is sufficient for this purpose and therefore no  As will be shown later in Table 6, 48.5% of

follow-up contact was made with the identified pension fund responses regarding mandatory voting

population. Table 1 presents a summary of the finalwere not supportive of mandatory voting by pension

sample used in the study. funds in public companies even if limited to Irish plcs
(51.5%).

Analysis of Results

In this section, descriptive statistics of the response
data obtained is first presented. This will then be
followed by an assessment of whether there are any
statistically significant differences between the two
response groups with regard to their responses to the
questionnaire. From an initial assessment of the data
obtained from those who responded, it was identified
that all variables were non-normally distributed.
Consequently, non-parametric statistical analysis is
appropriate in this regard.

Respondent Role and Institution Type

The first two questions of the questionnaire asks the
respondent to define their role within the institution
and to state what type of institution they work for.
Table 2 presents the analysis of the final sample for
these two questions. As Table 2 shows, there is clearly
considerable variation in the small sample surveyed in
this study. This variation should provide interesting
results in subsequent analysis.
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Table 1.Details of Final Sample

Panel A: Summary of overall sample

No. %
Non-responses 261 82.6
Unusable responses 12 3.8
Usable Responses _ 43 13.6
Total number of questionnaires issued 316 100
Panel B: Analysis of final sample by sub group
Occupational Pension Funds No. %
Non-responses 258 85.1
Unusable responses 12 4.0
Usable Responses 33 10.9
Total number of questionnaires issued 303 100
Investment Managers: No. %
Non-responses 3 23.1
Unusable responses - 0
Usable Responses __10 76.9
Total number of questionnaires issued 13 100

All data was collected by questionnaire which was pastddly 2005. All potential respondents were iderdifiom the Irish Association of
Pension Funds 2005 Yearbook and the Irish Associatiorinfestment Managers membership for 2005 as definetthein website at

www.iaim.ie

Table 2. Descriptive Statistics: Analysis of Sample by Respondent Role and Organisation Type

Panel A: Respondent Role

Occupational Pension Funds No. %
Pension fund trustee 8 24.2
Pension trust secretary 5 15.2
Director 5 15.2
Management 3 9.1
Analyst 2 6.1
Human Resources Manager 2 6.1
CEO 2 6.1
Pension fund accountant 1 3.0
Client manager 1 3.0
Chair of pension fund 1 3.0
Administration controller 1 3.0
Financial controller 1 3.0
Not disclosed 1 3.0
33 _100
Investment Managers: No. %
Senior corporate governance management 3 30.0
CEO 2 20.0
Head of equity strategy 1 10.0
Head of legal department 1 10.0
Portfolio implementation 1 10.0
N/A 2 20.0
10 100
Panel B: Institution Type
Occupational Pension Funds No. %
Pension fund 21 63.7
Broker 2 6.1
Defined pension fund 2 6.1
Public sector body 2 6.1
Private hospital 1 3.0
Financial securer 1 3.0
Insurance company 1 3.0
Wholly owned subsidiary 1 3.0
Privately owned bank 1 3.0
Wholesale distribution company 1 3.0
33 _100
Investment Managers: No. %
Fund manager 3 30.0
Investment manager 3 30.0
Asset manager 1 10.0
Mutimanager 1 10.0
Corporate Governance manager 1 10.0
Insurance 1 10.0
10 _100
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All Investment Managers surveyed had formal The level of engagement in the above findings is
voting policies and 50% of the sample supplied theirsurprising given the low number of voting policies.
investee companies with this voting policy. However, However, no assessment of the quality of these
only 40% of the investment managers contactedengagements can be made. Equally the type of
monitor compliance with voting policies. Nevertheless,engagement is not cited. As the majority of those
this remains notably higher than that reported for thesurveyed (8 out of 9 respondents) indicated that these
occupational pension funds sampled where very littlemeetings were formal in nature, it is likely that the
evidence of voting policy or voting policy compliance strategic impact of the engagements is low. The
monitoring was found to exist. One of the investmentengagement might have been a semi-anonymous
managers surveyed (10%) indicated that monitoring inconference call, presentation or other similar event.
fact took place more often that every 3 months. InNo indication is given that corporate governance
addition, one investment manager (10%) supplied theiregulation or compliance was discussed and in fact
voting policy to other agents and required compliancethere is some evidence to suggest that respondents may
with this voting policy by the agents. Compliance was have confused engagement with investee companies
monitored monthly in this instance. The remainder didand investment managers.
not supply their voting policy or indicated that it was Panel B of Table 4 presents the findings for
not applicable. This is most likely because agents suclnvestment managers. The results indicate that all
as custodians or proxy voting services are expected tlnvestment managers surveyed meet with senior
strictly act on their instructions. executives of investee companies. 4 investment

One investment manager (10%) indicated thatmanagers (40%) held these meetings every 12 months
he/she voted on none of the issues raised at investeand a further 2 (20%) every six months. The remainder
company AGMs. Of the remainder, five (50%) voted indicated more periodic timeframes. Eight of the ten
on all issues and four (40%) on selected issues. Threespondents (80%) categorised the meetings as formal;
respondents published details on their own specific us¢he remainder indicated informal. All respondents
of votes. One of the respondents clarified that thesestated that the main topics of these meetings were
votes were published in the UK only and in aggregatestrategy and performance. 70% (7 respondents)
form. It is argued that not making voting policies indicated that board structure was discussed and 50%
public detracts from the impact such policies might (5 respondents) indicated that management quality and
have on corporate governance. In particular, it seem@ther topics such as remuneration policy and practice,
somewhat illogical to judge a company againstsuccession planning and corporate social responsibility
expectations of which they are unaware or to have avere discussed.
voting policy and not to vote at general meetings, if in Again, while engagement levels were high, no
fact that is the case. As can be seen in Table 7, 60% @fssessment of the quality of these engagements can be
investment managers surveyed were not supportive ofnade for the reasons given earlier. Only one
mandatory voting by pension funds in plcs even if respondent (10%) indicated that corporate governance

limited to Irish plcs. regulation or compliance was discussed. It is submitted
that institutional investors would have greater impact
Engagement with Investee Companies in informal meetings and that addressing specific

corporate governance compliance issues in this way
Table 4 presents the survey results for the analysis ofnay result in greater compliance.
engagement activity of institutions with investee
companies. Panel A presents those for the occupational
pension funds. Engagement would seem to be the most
evident monitoring activity by Pension Funds. 27.3%
of respondents (9 pension funds) met with the senior
executives of investee companies. Of these
respondents:
¥ 12.1% (4 pension funds) held these meetings
every three to six months with a further 15.1%
(5 pension funds) holding meetings every 12
months or more.
¥ 24.2% (8 pension funds) categorised these
meetings as formal;
¥ All pension funds who met with senior
executives of the investee companies discussed
performance and strategy at meetings, while 3
(9.1%) discussed board structure, 6 (18.2%)
discussed management quality and 2 (6%)
discussed other issues such as future corporate
structure, investment strategy and specific stock
selectiorf.
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Table 3: Descriptive Statis Analysis of Voting Policies used by Sample Institutions

Panel A: Occupational Pension Funds inumber of espondents = 33). Note that ‘N/R’ refers to *Non-Response”.

(eestion: Yes % No & MN/R. %
Dioes your institution have a formal voting policy ! 30 0.0 6.1
If "Yes® then:
Dioes your institution supply all invesiee companies with this formal voting poli 0na 9.1 909
Dioes your institution systematically monitor inv estee compliance with the policy? 0na a1 939
Daes your institution supphy all agents with this voting policy? 0.0 a0 7.0
If Yes' then:
Dioes your institution require compliance by agents with this voting policy ? 0o 3.0 97.0
Dioes your institution monitor compliance with your formal voting policy? 0.0 a0 7.0
Diaes your institution publish details on its cown specific use of votes? 0.0 30 7.0
3 mths %o tmths % 12 mths % 12+ mths % Other % NR %
If your institution systematically monitors investee compliance with your
formal voting policy, how regular dees such monitoring occur? 00 0.0 0.0 0.0 0.0 100.0
If your institution monitors agent compliance with your formal vating 30 00 0.0 0.0 0.0 7.0
policy, how regular does such monitoring cccur?
All ssues % Selected Isaues % None at all % NR%
Dies your institution vote directly on issues ralsed at investee company AGMs? 0.0 oo 0.0 1000
Fanel B: Investment Managers (number of respondents = 100, Note that “WR' refers to “Non-Response’ .
Duestion: Yes & No & N/R %
Dioes your institution have a formal voting policy ! 100.0 0.0 0.0
If 'Yes' then.
Dioes your institution supply all invesiee companies with this formal voting poli 0.0 S0.0
Diaes your institution systematically monitor investee compliance with the policy? 40.0 s0.0
Dioes your institution supply all agents with this voting policy? 10,0 0o
If 'Yes" then:
Dioes your institution require compliance by agents with this voting policy ? 00 oo
Dioes your institution monitor compliance with your formal voting policy? 10,0 oo
Dioes your institution publish detals on its own specific use of votes? 300 a0 10.0
3 mths % imths T 12 mths % 12+ mths & Other % NER %
If your institution systematically monitors investee compliance with your
formal voting policy, how regular dees such monitoring occur? 10.0 0.0 30.0 0.0 0.0 60.0
It your institution monitors agent compliance with your formal voting 0o 0.0 0.0 0.0 10.0 0.0
policy, how regular does such monitoring cccur”?
All Issues T Selected Isaues % None at all % NR %
Diaes your institution vote directly on issues raised at investee company AGMs? 0.0 40.0 10.0 00
Tahle 4: Descriptive Sty of Engagement Activity of Institutions with Investee Companies
Panel A: Oceupational Pension Funds (number of respondents = 23). Note that “‘N/R' refers to *Non-Response'.
(uestion: Yes & Mo &% MR &
Diocs your institution mect with the senior executives of investee companics? X3 667 6.0
Az strategy issues discussed at these meetings? i3 oo 727
Are performance issues discussed at these meetings? I3 oo 727
Az board structars issues discussed at thess meetings? a1 18.2 727
Arne management quality issues discussed at these meetings? 18.2 9.1 727
Are other issues discussed at these meetings? 60 213 121
3 mths % amths % 12 mths % 12+ mihs %2 Other % NR %

If your institution meets with senior executives,
how regular ans these meetings? a0 9.1 9.1 3.0 a0 7

Formal % Informal & NR %
Would your institution categorise these meetings as formal or informal? 4.2 3 727
Panel B: Investment Managers (number of mspondents = 100, Note that *NR" refers to “Non-Response’ .
(Duestion: Yes % No % N/R. %
Dioes your institution meet with the senior executives of investee companies”? 100.0 oo 0.0
Are strategy issues discussed at these meetings? 100.0 oo 00
A performance issues discussed at these meetings? 1000 oo 00
Are board structure issues discussed at these meetings? 0.0 00 00
Are management quality issues discussed at these meetings" 0.0 00 0.0
Az other issues discussed at these meetings? 0.0 1o 40.0

3 mths % amths G 12 mths % 12+ miths %o Other % NIR %

If your institution meets with senior executives,
how regular ans these meetings? 00 20,0 40.0 0.0 40.0 0.0

Formal % Informal % NR %
Would your institution categorise these meetings as formal or informal ? 80.0 20,0 00
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Intervention Strategies and Investee In Table 6, despite the low level of monitoring
Companies activity found in the pension funds industry, the
overwhelming majority of pension funds surveyed
Panel A of Table 5 presents the responses of thosbelieved that that there is a positive link between
occupational pension funds surveyed regarding theicorporate governance and corporate performance
intervention strategies. None of the Pension Fundg93.9%) and that it is appropriate for pension funds to
surveyed made use of intervention strategies withplay a role in the corporate governance of investee
investee companies. This is not surprising given thecompanies (69.7%). The majority of pension fund
lack of evidence of significant individual respondents (87.9%) perceived the quality of corporate
shareholdings by Pensions Funds in Irish listed plcsgovernance compliance in Irish public companies as
Intervention, as a strategy, relies heavily on the3sPHGLXP~ SHUFHLYHG WKH TXDOLW\ RI
influence of the shareholder, primarily based on the3KLJK” DQG WKH UHPDLQGHU DV 30OR.
size of their stake in the company being targetedthat while respondents are satisfied with the
Furthermore, intervention is costly compared to othercompliance levels, there are areas where compliance
monitoring activities and therefore may not be could be improved.
cost-efficient where the shareholding is no significant. As regards Panels B and C of Table 6, while

Panel B of Table 5 presents the findings for thearound 40% of the pension fund respondents surveyed

investment managers surveyed. 4 (40%) of investmentegarded such questions as non-applicable, it may be
managers indicated use of intervention strategies witluseful to summarise such responses in terms of those
investee companies. Half of those surveyed indicatedhat expressed a view on the link between pension
that they used co-ordinating activity with other funds and corporate governance and their perceived
shareholders including discussing issues about thdarriers to shareholder activism. To do so, those who
company (including problems and potential solutions) UHWXUQHG D YLHZ RI pu/RZY LQ WKH TXt
and discussing and exchanging views on a resolution t®anels B and C in Table 6 are assigned a value of 1;
be voted on at a meeting. A lesser number (40%) heldhose whose ¢ SRQGHG ZLWK pOHGLXPYT DUH D\
discussions or meetings about voting at a specific orYDO XH R DQG WKRVH ZKR UHVSRQGHG
proposed meeting of a company or disclosedassigned a value of 3. The total values for each
individual voting intentions on a resolution (10%). No question are then computed based on the values above
respondent indicated that they had recommended thatturned from the respondents. This score provides an
another institution vote in a particular way. 2 indication Rl WKH UHVSRQGHQWYfV RYHUDOC
respondents (20%) indicated that they conductedattached to each of the areas examined. Finally, to
research on poor performance and submitted proposajsrovide a simple heuristic of the importance of each
for change to management based on that researclarea analysed, as determined by the sample responses,
Further, 2 respondents (20%) indicated that theythe total scores for all questions are ranked, with the
targeted investee companies but only disclosed théighest score being ranked 1, the next highest score
names of the companies with the reasons for targetingpeing ranked 2 and so on. The results from this
to the company. analysis are presented in Table 7.

From the evidence presented, it is submitted that 3, PSURYLQJ LQIRUPDWLRQ IORZ" WR
more aggressive intervention strategies such a*GLUHFWRU LQGHSHQGHQFH™ ZHUH UDWE
targeting, public or otherwise, are not widespread infunds surveyed as the area perceived as the issues most
Ireland. This may result from fear of market or public likely to impact upon pension funds, while
perception or simply it is perceived to be unnecessary}, PSURYLQJ LQIRUPDWLRQ IORZ" ZDV DJD
given the size of the market. No assessment of thehe issue most likely to be important to pension funds.
regularity of such interventions can be made andThis may reflect concerns by Pension Funds on the
therefore it may be that these intervention strategies arquality of information provided or the regularity of
used in very rare occasions. information provided.

General Attitudes to Shareholder
Activism

A key section of the questionnaire examines the

UHVSRQGHQWIYV JHQHUDO DWWLWXGHV WR VKDUHKROGHU DFWLYLVP
by pension funds. Table 6 presents those findings

pertaining to the occupational pension funds. Panel A

presents general attitudes while Panel B presents

VSHFLILF YLHZV UHJDUGLQJ WKH UHVSRQGHQWIfV EHOLHIV RQ
the impact of pension funds in corporate governance

and the importance to pension funds of corporate

governance. Finally, Panel C of Table 6 summarises

WKH UHVSRQGHQWSYfV YLHZV RQ EDUULHUV WR VKDUHKROGHU
activism.

510 ¢ ®

NTERPRESS
VIRTUS



Corporate Ownership & Control / Volume 6, Issue 2, \WWiGtartR0@# 4

Table 5. Descriptive Statistics: Analysis of Intervention Strategies used by Sample Institutions
3DQHO $ 2FFXSDWLRQDO 3HQVLRRQWXQGV DKW HHWKRDIWBHHWVSIR@ME HUV WR u1RQ

Question Yes % No % N/R %
Does your institution use intervention strategies witkegtee
companies? 0.0 93.9 0.0

Which of the following intervention strategies has yastifution used?

Conducting research on poor performance and subgjitioposals for
change to management based on this research 0.0 0.0 100.0

Targeting investee companies and disclosing the namke obmpanies

with the reasons for targeting to the company and thergepublic 0.0 0.0 100.0
Targeting investee companies and disclosing only threesaf the
companies with reason for targeting to the company only 0.0 0.0 100.0
Co-ordinating activity with other shareholders 0.0 0.0 100.0
- Holding discussions or meetings about voting at a spexific
proposed meeting of a company 0.0 0.0 100.0
- Discussing issues about the company, including problems and
potential solutions 0.0 0.0 100.0
- Discussing and exchanging views on a resolution to bel vote
on at a meeting 0.0 0.0 100.0
- Disclosing individual voting intentions on a resolution 0.0 0.0 100.0
- Recommending that another institution votes in a pdaiavay 0.0 0.0 100.0
Exit strategies 0.0 0.0 100.0
Other strategies 0.0 0.0 100.0

3DQHO % ,QYHVWPHQW ODQDJHUV 1RWPEWKDRV UHGFRESRQWHIR p1RQ

Question Yes % No % N/R %
Does your institution use intervention strategies wittestee
companies? 40.0 60.0 0.0

Which of the following intervention strategies has yastifution used?

Conducting research on poor performance and subgjitioposals for
change to management based on this research 20.0 0.0 80.0

Targeting investee companies and disclosing the nambe obmpanies

with the reasons for targeting to the company and thergepublic 0.0 20.0 80.0
Targeting investee companies and disclosing only theesaf the
companies with reason for targeting to the company only 20.0 10.0 70.0
Co-ordinating activity with other shareholders 060. 0.0 50.0
- Holding discussions or meetings about voting at a spexific
proposed meeting of a company 40.0 0.0 60.0
- Discussing issues about the company, including problems and
potential solutions 50.0 0.0 50.0
- Discussing and exchanging views on a resolution to bel vote
on at a meeting 50.0 0.0 50.0
- Disclosing individual voting intentions on a resolution 10.0 30.0 60.0
- Recommending that another institution votes in a pdaiavay 0.0 40.0 60.0
Exit strategies 30.0 10.0 60.0
Other strategies 10.0 0.0 90.0
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Table 6.Descriptive Statistics: Pension Funds: Analysis of Attitudes to Shareholder Activism
Panel A: General At WXGHYV 1RWH WKDW5S5HYSRQWHWHEUY WR plRQ

Number of respondents = 33

Question
Low % Medium % High%
How do you perceive the quality of corporate goeece in Irish plcs? 3.0 87.9 9.1
Yes % No % N/A %
Do you believe that there is a positive link betweerporate governance
and corporate performance? 93.9 6.1 0.0
Do you believe your institution would support mandgtemoting by
pension funds in public companies? 45.5 48.5 6.1
Do you believe your institution would support mandgateoting by
pension funds in Irish public companies only? 394 551. 9.1

Panel B: Pension Fund Impaww  7KH ,PSRUWDQFH Rl 3HQVLHRIGIYX QEMAUSRQMHYKDW pl 59 U
Question

Yes % No % N/R %
Do you believe that it is appropriate for pensiordfito play a role in the 69.7 24.2 6.1
corporate governance of investee companies?
, | p < Hhéhfindicate your assessment of the impact of pefisnls to:
Low % Med % High% N/R %
- Board reform 9.1 27.3 24.2 394
0 CEO-Chairman separation 21.2 21.2 732 30.3
o  Director selection 9.1 48.5 2 30.3
o Director independence 6.1 30.3 33.3 30.3
o  Personal accountability of directors 9.1 6.43 24.2 30.3
0 Remuneration 18.2 33.3 15.2 33.3
- Improving information flow to shareholders 6.1 30.3 333 30.3
- Anti-takeover measures 21.2 30.3 18.2 30.3
- Corporate Social Responsibility 121 36.4 18.2 33.3
- Other 3.0 3.0 3.0 91.0
, | p < Hhéhfindicate your assessment of the importance igrefunds of:
Low % Med % High% N/A %
o  Board reform 9.1 18.2 30.3 42.4
o CEO-Chairman separation 18.2 18.2 30.3 33.3
o Director selection 12.1 24.2 .30 333
o Director independence 6.1 21.2 39.4 33.3
o  Personal accountability of directors 6.1 30.3 30.3 33.3
0 Remuneration 18.2 33.3 15.2 33.3
- Improving information flow to shareholders 9.1 121 45.5 33.3
- Anti-takeover measures 24.2 24.2 15.2 36.4
- Corporate Social Responsibility 9.1 436. 18.2 36.4
- Other 3.0 3.0 6.1 93.9

3DQHO & %DUULHUV WR 6KDUHKR OB HHU $FHRS{BRIGREKHIRWH WKDW pl
Question

Low % Med % High% N/R %

What do you consider to be the major barriers to parfsieds

acting as shareholder activists? Rate the followirsgthan impact:
- Liquidity 30.3 15.2 18.2 36.4
- Thin equity 18.2 333 24.2 24.2
- Benefit time horizon 27.3 27.3 9.1 36.4
- Competition 24.2 30.3 3.0 42.4
- Free riders 30.3 333 6.1 30.3
- Conflicts of interest 18.2 15.2 239. 27.3
- Political retaliation 24.2 36.4 152 24.2
- Market perception 24.2 21.2 30.3 24.2
- Public perception 33.3 15.2 24, 33.3
- Financial constraints 27.3 15.2 4.22 33.3
- Skill levels 3.0 242 455 273
- Management manipulation of agenda 15.2 545. 15.2 24.2
- Voting process 21.2 42.4 6.1 30.3
- Insider dealing provisions 24.2 273 15.2 33.3
- Control aggregation provisions 24.2 24.2 9.1 42.4
- Other company law 21.2 24.2 6.1 48.5
- Other legal reasons 30.3 33.3 16 30.3
- Other 0.0 0.0 212 78.8

512 ’ e

NTERPRESS
VIRTUS



Corporate Ownership & Control / Volume 6, Issue 2, \WWiGtartR0@# 4

Table 7.Descriptive Statistics: Ranking of selected focus areas: Occupational Pensisrrfelusdry

Presented below is a summary of responses provided bydesyie in the Irish occupational pension funds indwemegards the significance
they place on the impact of pension funds on seldoteus areas (tHh pn,PSDFW 5DQNLQJY WKH LPBRHUDNWDWRHSRQVHRE
IXQGVY WKH p,PSRUWDQFH 5DOQNLWEH\ BWBEHAB QR @ \E MKUWH. HRYRW INMEBH HIEKQROIGHI DFWLYL'

The below statistics are computed as follows: For eaestion pertaining to the Impact Ranking, the Imgraré Ranking and the Barrier

5DQNLQJ D UHVSRQVH RI p/RZDYDODEBGERAYT DHNG RQMHKY DVH GIRGHBQ G pRd@ly.THRW /RZ OF
total score for each selecteRF XV DUHD LV WKHQ FDOFXODWHG R AWK W KHIKQVW VFRUHWUO DEREGB p |
UDQNLQJ p 1T DQG VR RQ

Panel A: The impact of pension funds to selected facess and the importance of selected focus areas iopdémsds

Total Impact Totallmportance
Score Ranking Score  Ranking

Board reform 45 7 45 6
CEO-Chairman separation 48 4 48 5

Director selection a7 5 50 4

Director independence 55 1 55 2
Personal accountability of directors 51 3 52 3
Remuneration 43 9 43 8
Improving information flow to shareholders 55 1 56 1
Anti-takeover measures 45 7 39 9
Corporate Social Responsibility 46 6 45 6
Other 6 10 5 10
Panel B: The Importance of Barriers to Shareholdeivisoh

Total Score Barrier Ranking

Skill levels 62 1

Conflicts of interest 55 2

Benefit time horizon 52 3

Market perception 52 3

Management manipulation of agenda 50 5

Public perception 48 6

Political retaliation 47 7

Financial constraints 43 8

Voting process 41 9

Insider dealing provisions 41 9

Liquidity 38 11

Thin equity 38 11

Competition 36 13

Control aggregation provisions 33 14

Free riders 31 15

Other company law 29 16

Other legal reasons 14 17

Other 0 18

The Pension Funds surveyed have clear concerngotential barriers suggested in the questionnaire, the
UHJDUGLQJ 3GLUHFWRU LQGH S HapkngshBte ‘begnksbifeld inLdéscéhBig dr@er. Until
significantly higher than all other board reform focus recently, trustees in Ireland were not required to
areas measured both in terms of importance andindertake any training and it is likely that this is a
impact. In addition, it is interesting to observe thatmajor contributing factor to these resdits.
those in surveyed in the occupational pension funddJnsurprisingly,36 NLOO OHYHOV"™ ZHUH SHUF
LQGXVWU\ YLHZ SHUVRQDO D F F RiKeQgvé@dst_ barkiak \AIRduGhLNo FeBearEhUs\availadl&
SGLUHFWRU VHOHFWLRQ DV NH\onYhy iXattsr, I is WéyLtiiat R duatnlhHdl&ibnRto
3&(2&KDLUPDQ VHSDUDWLRQ ~ DtuSee tigefisc Hréldndvd dRi@ewhat similar to that
were rated relatively lower, possibly reflecting relative found by Myners (2001) in the UK in that many
importance, apathy, or that it is not an issue of conceritrustees are not especially expert in investment and do
in Ireland. not receive substantial training to perform their role as
Panel B of Table 7 shows the relative ranking of trustee.
perceived barriers to pension funds acting as 7KH KLJK UDWLQJ RI 3&RQIOLFWYV
shareholder activists. Owing to the sizeable number obe examined in the context of the relatively high
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UDWLQJVY RI SHUFHSWLRQ PHDYV XU é&bsessiéht) NfH Mgk, Sskill Hev&8sN erR geheral
SSXEOLF SHUFHSWLRQ ™ DQG 3SROLWhdrane & tHaWawwO LDWLRQ” ,ZUHODQG
is both a relatively small country and market for It should be noted that the voting process was not
products and services. It is not unreasonable to believexplicitly included as a potential barrier despite
that Pension Funds or their employer-sponsors woulccommentators such as Myners (2001) citing this as a
have or would like to have significant relationships potential barrier to shareholder activism and
with many Irish plcs. Furthermore, these findings mayspecifically voting.
indicate a fear of reprisals for such action directly or Table 8 presents the summary statistics for the
indirectly. LQYHVWPHQW PDQDJHUYV DWWLWXGHYV W|
S%HQHILW WLPH KRUL]JRQV™ ZDIV lide Withl Gemsidn MFRrid Q¥8palides, Uldsé om
terms of perceived barriers to shareholder activism.nvestment Managers suggest a widely held perception
This may represent th8 H Q VL R Qap«€pé&hsidh that that there is a positive link between corporate
of the risk-return ratio on shareholder activism but maygovernance and corporate performance (90%) and that
also reflect a perceived impact on liquidity and theit is appropriate for pension funds to play a role in the
ability to exit. Furthermore, given the trends in the corporate governance of investee companies (100%).
market towards passive management, it may merely  Similarly, all Investment Managers responding
reflect a division in the market in relation to assetperceived the quality of corporate governance
composition. FRPSOLDQFH LQ ,ULVK SXEOLF FRPSDQL
Due to the size of the Irish market, a number ofreinforcing the proposition that there are areas where
large individual stockholders exist in major Irish plcs. compliance could be improved.
Their perceived influence over those companies Table 9 summarises investment manager ratings
receives widespread media attention in Ireland. Thisof the importance to pension funds and impact of
may explain KH KLJK UDWLQJ R penBien@undHdd Ispebific focus areas as well as the
PDQLSXODWLRQ RI DIJHQGD DV [peRévddrimpovt&hGe & EetddinhlbHrtiers to shareholder
3)LQDQFLDO FRQVWUDtaRlavby ™ AdiwsmUTakerd @ighidgh that even in small samples
Pension Funds. This may reflect the relatively low such as that reported in this investigation, there are
level of current monitoring activity, the small number notable differences with regard to investment
of plcs listed on the Irish Stock Exchange or the low PDQDJHUYYVY SHUFHSWLRQV RI WKH LF
number of significant holdings by occupational 3$QWDNHRYHU PHDVXUHV™ 3 PSURYLQJ
pension funds. As the number of investments that ORZ WR VKDUHKROGHUV" DQG 35HPXQHU
could be monitored may be perceived as extremelyfunds, when compared against the rankings for the
low, the associated cost of monitoring may beimpact of pension funds to each of these particular
perceived as insignificant. areas. Panel B of Table also shows that investment
The remaining factors were not considered by PDQDJHUV UHJDUG WKDW 36NLOO OHY
respondents as significant barriers to shareholdlerFRQVWUDLQWY"™ DQG 33XEOLF SHUFHSWLI
activism. A number of possible explanations may barriers to shareholder activism.
exist: Overall, these findings suggest that the priorities
X liquidity and thin equity may not be of Pension Fund Trustees and Investment Managers
considered barriers due to the structural and longmay be different and in some instances Investment
term nature of most pension funds. Managers may not adequately reflect the concerns of
X most Irish occupational pension the Pension Funds which they represent. Whether this
funds do not compete per se, their investmentreflects a significant agency problem or rather a natural
managers or agents do. This may account for thelifference due to institutional form requires further
UHODWLYHO\ ORZ UDQNLQJ R reserrendhigwguenit nray) suggest the need for greater
X the general lack of concern towards Clearer instructions and a higher degree of agent

legal barriers may be attributable to a low monitoring by Pension Funds.

” ®
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Table 8. Descriptive Statistics: Investment Managers: Analysis of Attitudes to ShareAalilésm

3DQHO $ *HQHUDO $WWLWXGHRGHWER QWKDIW pl 57 UHIHUV WR p
Number of respondents = 10
Question
Low % Medium % High%
How do you perceive the quality of corporate goaece in Irish plcs? 0.0 100.0 0.0
Yes % No % N/R %
Do you believe that there is a positive link betweerporate governance
and corporate performance? 90.0 10.0 0.0
Do you believe your institution would support mandgteoting by
pension funds in public companies? 30.0 60.0 10.0
Do you believe your institution would support mandgatgoting by
pension funds in Irish public companies only? 30.0 060. 10.0

3DQHO % 3HQVLRQ )XQG ,PSDFWQ JMG,\P SRRIWH Q/KH R { pHHEFNRURVIHUY WR plRQ
Question
Yes % No % N/R %
Do you believe that it is appropriate for pensiordfsito play a role in the 100.0 0.0 0.0
corporate governance of investee companies?
, | p < Hhéhfindicate your assessment of the impact of pefisials to:
Low % Med % High% N/A %
- Board reform 0.0 30.0 40.0 30.0
0 CEO-Chairman separation 0.0 50.0 40.0 10.0
o  Director selection 20.0 30.0 40. 10.0
o Director independence 10.0 30.0 50.0 10.0
o Personal accountability of directors 10.0 .020 60.0 10.0
0o  Remuneration 0.0 50.0 30.0 20.0
- Improving information flow to shareholders 10.0 30.0 50.0 10.0
- Anti-takeover measures 0.0 30.0 60.0 10.0
- Corporate Social Responsibility 10.0 60.0 20.0 10.0
- Other 10.0 10.0 10.0 70.0
, | p < Hhéhfindicate your assessment of the importance igrefunds of:
Low % Med % High% N/A %
o Board reform 10.0 30.0 40.0 20.0
o  CEO-Chairman separation 10.0 20.0 60.0 10.0
o Director selection 20.0 20.0 .60 10.0
o Director independence 10.0 10.0 70.0 10.0
o Personal accountability of directors 20.0 0.0 70.0 10.0
o] Remuneration 10.0 40.0 30.0 20.0
- Improving information flow to shareholders 10.0 50.0 30.0 10.0
- Anti-takeover measures 10.0 30.0 50.0 10.0
- Corporate Social Responsibility 10.0 50.0 30.0 10.0
Other 10.0 10.0 10.0 70.0
3DQHO & %DUULHUV WR 6KDUHIKROGHH UWBESWNARS RDR/GIILRWH WKDW pl
Question
Low % Med % High% N/R %
What do you consider to be the major barriers to parfsieds
acting as shareholder activists? Rate the followirsgth@n impact:
- Liquidity 40.0 10.0 10.0 40.0
- Thin equity 10.0 40.0 0.0 50.0
- Benefit time horizon 20.0 10.0 20.0 50.0
- Competition 40.0 10.0 0.0 50.0
- Free riders 30.0 10.0 0.0 60.0
- Conflicts of interest 10.0 40.0 0.0 50.0
- Political retaliation 20.0 10.0 10.0 60.0
- Market perception 20.0 0.0 .20 60.0
- Public perception 20.0 0.0 0.8 50.0
- Financial constraints 10.0 0.0 40.0 50.0
- Skill levels 10.0 10.0 40.0 40.0
- Management manipulation of agenda 10.0 0 30. 40.0 60.0
- Voting process 30.0 10.0 010. 50.0
- Insider dealing provisions 40.0 10.0 50.0 50.0
- Control aggregation provisions 30.0 10.0 40.0 60.0
- Other company law 20.0 10.0 0 0. 70.0
- Other legal reasons 20.0 10.0 .030 70.0
- Other 0.0 0.0 10.0 90.0

@
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Table 9. Descriptive Statistics: Ranking of selected focus areas: Investment Managers

Presented below is a summary of responses provided byrmergstnanagers as regards the significance they place onghet of pension
fundsRQ VHOHFWHG IRFXV DUHDYV PWR U W DRSDHF R/l 5/H@NHLFOM I G WRKEEK VP B B H BAD §/FRH SF-DOONLIR@J X @@ VZ t
DV WKH LPSRUWDQFH WKH\ SODFW LRQ \E® UMK H U6 I/ R U\ K UFHKRNOLGH Y

The below statistics are computed as follows: For gaestion pertaining to the Impact Ranking, the Imgraré Ranking and the Barrier

5DQNLQJ D UHVSRQVH RI u/RZDYDOEGERFYT DHNG RQNMHKY DVH GIRGHBQ G pRdely. FHBW /RZ OH
totaO VFRUH IRU HDFK VHOHFWH® QRS- YWK 1B UH@DLOV WFIRKI@! \F O RXNIGEBWLIE 1B \WektWWigelst S¢ard KHVW VFRUH
UDQNLQJ p 1T DQG VR RQ

Panel A: The impact of pension funds to selected facess and the importance of selected focus areas topémnsds

Total Impact Totalmportance
Score Ranking Score  Ranking
Board reform 18 9 19 8
CEO-Chairman separation 22 3 23 2
Director selection 20 6 21 5
Director independence 22 3 24 1
Personal accountability of directors 23 2 23 2
Remuneration 19 7 18 9
Improving information flow to shareholders 22 3 20 6
Anti-takeover measures 24 1 22 4
Corporate Social Responsibility 19 7 20 6
Other 6 10 6 10
Panel B: The Importance of Barriers to Shareholdeivisoh
Total Score BarrieariRing
Skill levels 15 1
Financial constraints 13 2
Public perception 11 3
Benefit time horizon 10 4
Conflicts of interest 9 5
Liquidity 9 5
Thin equity 9 5
Voting process 8 8
Market perception 8 8
Management manipulation of agenda 7 10
Political retaliation 7 10
Insider dealing provisions 6 12
Competition 6 12
Control aggregation provisions 5 14
Free riders 5 14
Other company law 4 16
Other legal reasons 4 16
Other 0 18

Table 10.General Attitudes Towards Shareholder Activism: Comparison of Rankings

B3UHVHQWHG EHORZ LV D FRPSD UWPLS\IRFQV RS DV KIH QUIQ N LFSIUMR D Q WHKISIQING$Hadv QG WKH pu%DUU |
Tables 7 and 9. All total scores pertaining to each aaokan explanation of how they calculated can bedan Tables 7 and 9.

Panel A: Comparison of Impact Ranking

Impact Impact
Ranking Ranking
Pension Funds Investment Managers
Board reform 7 9
CEO-Chairman separation 4 3
Director selection 5 6
Director independence 1 3
Personal accountability of directors 3 2
Remuneration 9 7
Improving information flow to shareholders 1 3
Anti-takeover measures 7 1
Corporate Social Responsibility 6 7
Other 10 10
@
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Panel B: Comparison of Importance Ranking

Importance
Ranking
Pension Funds

Importance
Ranking
Investment Managers

Board reform 6 8
CEO-Chairman separation 5
Director selection 4 5
Director independence 2 1
Personal accountability of directors 3 2
Remuneration 8 9
Improving information flow to shareholders 1 6
Anti-takeover measures 9 4
Corporate Social Responsibility 6 6
Other 10 10
Panel C: Comparison of Barrier Ranking
Barrier Barrier
Ranking Ranking
Pension Funds Investment Managers
Skill levels 1 1
Conflicts of interest 2 5
Benefit time horizon 3 4
Market perception 3 8
Management manipulation of agenda 5 10
Public perception 6 3
Political retaliation 7 10
Financial constraints 8 2
Voting process 9 8
Insider dealing provisions 9 12
Liquidity 11 5
Thin equity 11 5
Competition 13 12
Control aggregation provisions 14 14
Free riders 15 14
Other company law 16 16
Other legal reasons 17 16
Other 18 18
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As Panel C of Table 10 shows, there are alsoand the importance of these measures to pension funds.
similarities in the barrier rankings attached to theIn relation to this item, investment managers perceive
various barriers to shareholder activism between thehe impact to and importance of pension funds to be
two groups surveyed. There is general agreement ogignificantly higher than pension funds themselves.
skill levels as the most significant barrier. Again, this Ireland is not noted for the presence of takeover
not surprising for reasons mentioned earlier but alsadefence structures in listed plcs, mainly due to the
given that expertise and knowledge is one of theheavy regulation of takeovers. This may explain the
central justifications for delegation to investment difference in attitudes between the two groups.
PDQDJHUV 7KH KLJK EDUULHU U D RuRHe@nbreRthere)wepeDs@irstidally significant
FRQVWUDLQWY ™ DFFRUGLQJ WR d@ffé@néesRigtwed)) the/ tvioV grbupS M Lrelaidh QN
with this proposition in that the use of investment insider dealing as a barrier to shareholder activism.
management services is justified on cost-efficiencyPension Funds perceive insider dealing to be a greater
grounds. In addition, the responses also clearlybarrier to activism than investment managers. This
indicate differences in relation to perception ratingsmay relate to lack of skill levels and/or fear of a
between the two different respondent types. This iscomplex but high profile offence with significant
SDUWLFXODUO\ WKH FDVH IRU Yénaltieb AOtHe/timeXdr ke Bifvey) B bighHovigfile
SHUFHSWLRQ® DQG 30DQDJHP HiQser dealiqylc8sk¥ @d3 Welng ligardRn the Irish courts
DJHQGD  ZKLFK DUH UDQNHG P Xdn tkit i BaveQhatl Kakl iBiph6t Vo Ré€3ponses.
funds surveyed, when compared to the investmentnvestment Managers are more likely to be more aware
managers surveyed. The lower ranking of of the degree to which pension funds are insulated
S0ODQDJIJHPHQW PDQLSXODWLRQ RfrobinsiQetdzalifg\ and téd rdrity PHIG3dér dealing
Managers may be attributed to the greater influence obffences.
investment managers or by greater emphasis on Table 12 presents the results from the application
SDVVLYH PDQDJHPHQW ,Q F &g/ O Shvare tesy ltd)tPeQsRmeOdata. This test
FRQVWUDLQWYVY’™ 3/LTXLGLW\ " D Q Garmotbe Qerfaridd\¥ ther®is hb dafa @dtbe of the
much higher by investment managers relative tosamples under comparison. Given that there was
pension funds. This may be explained by a highemotable non-response from those surveyed from the
degree of knowledge and sophistication of Investmentrish occupational pension funds industry, a
Managers. considerable number of Chi-Square tests cannot be

Given that the study is presenting the views of SHUIRUPHG 7KHVH DUH SUHVHQWHG DV |
two different groups on the same issues, it will also beTable 12 reports that there are number of statistically
of interest to determine whether there any statisticallysignificant differences between the sample groups
significant differences between the two groups withsurveyed. Since all investment managers surveyed
regard their responses yielded in their questionnairéhave a formal voting policy in place and meet with the
responses. Using basic statistical analysis, it wasenior executives of their investee companies, this has
identified that the data extracted from the respondentgiven rise to a statistically significant difference
was non-normally distributed.  Consequently, between the two sample groups with respect to these
non-parametric statistical analysis is employed tovariables. Table 12 also reports a statistically
examine for statistically significant differences VLJQLILFDQW GLIIHU KA &herlisued/ KH YDULD|
between the two groups for which data has beerdiscussed at these meetings with senior executives of
collected. To examine for differences between the LQYHVWHH FRPSDQLHV"" )JURP WKRVH V
continuous and ordinal variables collected between thgension funds industry, issues such as specific stock
two groups, a Mann-Whitney U Test is conducted. Toselection and future investment strategy are discussed
test for statistically significant differences between thein such meetings, while investment managers meeting
discrete variables collected between the two industrieswith senior executives of investee companies discuss
a Chi-Square Test is conducted. other issues such as remuneration policies, succession

Table 11 presents the results from the applicationplanning, corporate social responsibility, corporate
of the Mann-Whitney U test to the sample data. Itgovernance regulation, capital structure, dividend
shows that the only statistically significant differences policy and return on capital to shareholders. Finally,
between the two groups is with respect to their generallable 12 also reports that a greater proportion of
attitudes towards shareholder activism. More investment managers, compared to those surveyed in
specifically, findings show that there is a statistically the pension funds industry, believe that it is
significant difference in perception between appropriate for pension funds to play a role in the
investment managers and pension funds in relation t@orporate governance of investee companies.
the impact of pension funds on anti-takeover measures
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Table 11.Analysis of Significant Differences in Responses Between Sample Groups: Continuiaidega

This table presents the summary statistics of an exawnniati evidence of statistically significant differescbetween the two sample groups
surveyed. To test for statistically significant diffezes in the continuous variables between the two groudana-Whitney U Test is
employed. The Mann-Whitney Z statistic is presentecémh variable together with its probability va(pevalue), indicating the statistical
significance of the difference in the responses betweetwo groups.

Note that in cases where there are no responses from samygs,dre Mannn KLWQH\ 8 WHVW FDQQRW EH SHULROPHG
entered below.

Topic and Related Questions Z p-value

Voting Policies

If your institution systematically monitors investee compimwith your formal voting policy, how regulg -1.000 | 0.317

does such monitoring occur?

If your institution monitors agent compliance with ydormal voting policy, how regular does such N/A N/A

monitoring occur?

Does your institution vote directly on issues raised astee company AGMs? N/A N/A

Engagement Activity with Institutions of Investee Compeas

If your institution meets with senior executives, howutagare these meetings? -1.365 | 0.172

General Attitudes to Shareholder Activism

How do you perceive the quality of corporate goaexe in Irish plcs? -0.571 | 0.568

The impact of pension funds to
Board reform -1.006 | 0.315
CEO-Chairman separation -1.033 | 0.302
Director selection -0.787 | 0.431
Director independence -0.280 | 0.780
Personal accountability of directors -1.379 | 0.168
Remuneration -1.448 | 0.148
Improving information flow to shareholders -0.280 | 0.780
Anti-takeover measures -2.358 | 0.018**
Corporate Social Responsibility -0.049 | 0.961
Other 0.000 | 1.000

The importance of pension funds to:
Board reform 0.029 | 0.977
CEO-Chairman separation -1.143 | 0.253
Director selection -0.284 | 0.777
Director independence -0.824 | 0.410
Personal accountability of directors -1.070 | 0.284
Remuneration -0.995 | 0.320
Improving information flow to shareholders -1.430 | 0.153
Anti-takeover measures -1.825 | 0.068*
Corporate Social Responsibility -0.306 | 0.760
Other -0.609 | 0.543

Perceived barriers to shareholder activism:
Liquidity -0.685 | 0.493
Thin Equity -0.174 | 0.862
Benefit time horizon -0.178 | 0.859
Competition -1.511 | 0.131
Free riders -1.192 | 0.233
Conflict of interest -1.426 | 0.154
Political retaliation -0.375 | 0.708
Market perception -0.135 | 0.892
Public perception -0.603 | 0.546
Financial constraints -1.450 | 0.147
Skills level -0.031 | 0.976
Management manipulation of agenda -0.731 | 0.465
Voting process -0.737 | 0.461
Insider dealing provisions -1.788 | 0.074*
Control aggregation provisions -1.246 | 0.213
Other company law -0.877 | 0.380
Other legal reasons -0.200 | 0.841
Other -0.125 | 0.484

**  Statistically significant at the 1% level

*%

*

Statistically significant at the 5% level
Statistically significant at the 10% level
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Table 12.Analysis of Significant Differences in Responses Between Sample Groups: Discrete Variables

This table presents the summary statistics of an exaniati evidence of statistically significant differesdetween the two sample groups
surveyed. To test for statistically significant diffaces in the dichotomous variables between the twggr@here, in most cases, an answer
Rl U<HVY IURP WKH UHVSRQGH QWD HBgUBrOTest is BrplByqd1 Th§ GHITSqIa@ tatif)dg presented for each
variable together with its probability value (p-we), indicating the statistical significance of thietlence in the responses between the two
groups.

Note that in cases where there are no responses from sgnoygps, the Che TXDUH WHVW FDQQRW EH SHUIRWPMKYEGVHQHGKFK FD
below.

Topic and Related Questions B p-value
Voting Policies

Does your institution have a formal voting policy? 36.10( 0.000***
Does your institution supply all investee companies thih formal voting policy? N/A | N/A
Does your institution systematically monitor investee coamgié with the policy? N/A | N/A
Does your institution supply all agents with this votpadicy? N/A | N/A
Does your institution require compliance by agents thih voting policy? N/A | N/A
Does your institution monitor compliance with your fornaating policy? N/A | N/A
Does your institution publish details on its own speaifie of votes? N/A | N/A

Engagement Activity with Institutions of Investee Compes

Does your institution meet with the senior executiveiswéstee companies? 15.30| 0.000***
Would your institution categorise these meetings as formar(informal (0)? 0.28] 0.596
Are strategy issues discussed at these meetings? N/A | N/A

Are performance issues discussed at these meetings? N/A | N/A

Are board structure issues discussed at these meetings? 2.55| 0.110
Are management quality issues discussed at these meetings? 0.54| 0.463
Are other issues discussed at these meetings? 5.40| 0.020**

Intervention Strategies
Does your institution use intervention strategies wittegtee companies? N/A | N/A

Do you conduct research on poor performance and sirgniroposals for change to management based| N/A | N/A
this research?
Do you target investee companies and disclose the ndriesampanies with the reasons for targeting to| N/A | N/A
company and the general public?
Do you target investee companies and disclose only thesaf the companies with reason for targeting to] N/A | N/A
company only?

Do you Co-ordinate activity with other shareholders? N/A | N/A
Do you hold discussions or meetings about votingspiegific or proposed meeting of a company? N/A | N/A
Do you discuss issues about the company, includinggraband potential solutions? N/A | N/A
Do you discuss and exchange views on a resolutionvotkd on at a meetng? N/A | N/A
Do you disclose individual voting intentions on a rasoh? N/A | N/A
Do you recommend that another institution votes inrqodar way? N/A | N/A
Do you have exit strategies? N/A | N/A
Do you have other strategies? N/A | N/A

Do you believe your institution would support mandgteting by pension funds in public companies?

General Attitudes to Shareholder Activism

Do you believe that there is a positive link betweerparate governance and corporate performance? 0.18| 0.668
Do you believe that it is appropriate for pensiondsito play a role in the corporate governance @stee 3.21| 0.073*
companies?

Do you believe your institution would support mandgatgoting by pension funds in public companies? 0.64| 0.424

Do you believe your institution would support mandgteoting by pension funds in Irish public companieg 0.29| 0.593
only?

*k Statistically significant at the 1% level
ki Statistically significant at the 5% level
* Statistically significant at the 10% level

Conclusions institutional form, their aggregate size, general
portfolio composition and investment strategies would
The research questions of this study were twofold; thesuggest that they are suitable candidates for monitors.
first asks if Irish occupational pension funds and Furthermore, the findings suggest that they and their
external fund managers employ institutional agents, the investment managers, believe that they
monitoring strategies in relation to investee companieshave a role to play in the corporate governance of the
The preliminary evidence presented in this articlecompanies in which they invest. They share common
suggests that Irish occupational pension funds displagoncerns over specific corporate governance issues
the characteristics of suitable monitors but are notand perceive that they can have an impact on resolving
optimal candidates for the role. On the one hand, theithese issues. On the other hand, few, if any, Irish
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occupational pension funds have significant differences needs to be explored in greater depth.
shareholdings in Irish listed plcs. Despite the guidancerinally, delegation, even where investment manager
by the Combined Code and the OECD, currentvoting policies are adopted, may result in
monitoring activity by Irish occupational pension disenfranchisement for a variety of reasons including
funds is at a very low level and what little exists seemsstock lending, share blocking, conflicts of interest and
limited to formal periodic meetings with executive cost.
management of investee companies. Furthermore, Although the findings of this study suggest that
there is evidence to suggest that they may not have thieish occupational pension funds are not optimal
experience or expertise to be active monitors. On theandidates for monitoring, there is evidence that
other hand, Investment Managers, would seem tdrustees of occupational pension funds in Ireland need,
undertake a significant level of monitoring activity. and indeed may want, to take more responsibility for
The second research question of this study soughthe role that they have undertaken as trustees. Given
to address whether there are significant differences irthe large percentage of the population affected by
attitudes between Irish occupational pension funds angbension fund governance, it would seem a matter of
external fund managers across key themes relating tpublic policy to address these shortfallings in the
shareholder activism by occupational pension fundszurrent pension fund governance system and the
This includes perceived barriers to shareholderrelationship between pension funds and their agents,
activism and focus of activity. The corporate and specifically investment managers. The striking
governance literature and specifically literature differences between the activities and perceptions of
relating to monitoring by institutional investors cite a pension funds and investment managers suggests a
variety of factors, discussed previously, that may detemeed for greater regulatory focus on the delegation of
occupational pension funds from acting as monitors ofmanagement responsibility and specifically the
the companies in which they invest. Whereas theaccountability for rights attached to shares that is not
literature reviewed would suggest that these factorsurrently addressed adequately by regulation.
have universal application, the findings of this study It is submitted that whilst it is clear that
suggest that these factors have selected applicability inccupational pension funds have a role to play in the
the Irish context. The results suggest that trustee skiltorporate governance compliance of investee
levels, market and political perception, and financial orcompanies, that role should, at the very least, extend to

resource constraints are ranked higher than other issudsilfilling their existing duties and responsibilities
in the Irish context. Primary research did not establishwatching the watchmen.

legal factors as relatively significant disincentives to
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