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ABSTRACT

Shareholder activism is an emerging phenomenonatijom the corporate governance
discourse. The major purpose of this research waxplore the nature, form and extent
of shareholder activism as a corporate governareghamism in Zimbabwe public listed
companies. The research was driven by the littlelybof knowledge regarding
shareholder activism in the Zimbabwe corporate gwaece environment. EXisting
literature was reviewed on the subject of sharedradattivism particularly its history, the
regulatory framework that governs shareholder &ctiy motivations and drivers to
shareholder activism, shareholder activism andeilationship and impact to corporate
governance and the agency dilemma and the stratdtae can be employed to enhance
shareholder activism. The research used a queaditatnethodology guided by the
phenomenology research philosophy and the resedeslgn was a case study. The
sample consisted of 21 participants comprisingidctiors, company secretaries, market
analyst, majority and minority shareholders, thgutator of capital markets and the
media. In the research primary and secondary sewtelata were used. Primary data
was collected through in-depth interviews usingirgerview guide and non-participant

observations.

The research findings revealed that there are abaurof factors that have hindered
vibrant and effective shareholder activism in Ziiwa listed companies and has resulted
in shareholder apathy and lack of compliance tpa@a@te governance standards. These
factors include lack of an enabling legal framewttr&t promotes shareholder activism, a
board culture that is not receptive to activismeesgly during annual general meetings
and underdeveloped capital and financial marked$ dio not generate much interest in
shareholder activism by activist. Further the studyealed that lack of a Code
specifically of Corporate Governance for compardisted on the Stock Exchange in
Zimbabwe, lack of an effective shareholder assmriaand weak internal corporate
governance structures hindered effective shareholdarticipation. The study
recommended that the regulatory framework shouldrdogéewed so as to enhance
shareholder participation, formulating a Code ofpgooate Governance specifically for
listed companies that promote shareholder participa formulating a shareholder
association that protects and advances the intefesinority shareholders, management
to strengthen their internal governance structsues as annual general meetings so as to

promote an environment of shareholder activism. §tbdy objectives were met.
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CHAPTER ONE: INTRODUCTION

1.0 INTRODUCTION

This Chapter is an introduction to the research agole mainly focussing on critically

analysing the nature and extent of shareholdérisict on companies listed on the stock
exchange as a corporate governance mechanism imaBine whether it is happening in
reality or not. Shareholder activism as a corpogeernance tool iswidely known to

protect and safeguard interests of shareholderdemutto better management of firms.
According to Gillian and Starks (2000) shareholdetivism is premised on the fact that
shareholders who act as activists owners are ablput checks and balances on
managerial opportunistic inclinations thereby diffedy promoting good corporate

governance. Globally shareholder activism is rigimgidly and is regarded as one of the
major principles that have greatly affected corpmrgovernance. In Africa issues of
governance have been the major highlight. Accordin®yck (2001) he postulates that
for the past 45 years Africa’'s greatest difficidtibave been directly connected to

governance issues and problems.

The purpose of shareholder activism directed sigatly at public listed companies
where shareholders who have invested in listed eoimep has been aptly stated by
Wessing (2012) as pursuing a return on their chmtesuring compliance to a different
corporate strategy so as to improve performanceparidability, ensuring changes in the
company board, increasing company efficiency byuaoty or disposing of assets that
are under performing, influencing the outcomesatiEovers, mergers and acquisitions.
Special interests groups such as environmentaialsacd labour may also be activists
and pursue their own agendas.According to Trick8aQ) he argues that in many nations
globally, shareholders face difficulties in probiagd questioning management as the
chairman of the board has the sole discretionltavabr disallow such in annual general
meetings. Further it has become difficult for shatders to put issues onto the agenda of
shareholder meetings or monitoring new directohaslit can be safely said management

now holds more power than shareholders in mostcbigporations. Generally some



shareholders in Zimbabwe have taken a laid backoapp on how companies they have

invested in are managed.

According to Becht, Franks, Mayer and Rossi (2G06y argue that shareholder activism
has become a force for good and has constantly ¢pesving with the globalisation of
markets. Literature reviewed and various researdhmsge writings on shareholder
activism in other jurisdictions. However they isnaajor gap in research writings
identified regarding the extent of shareholdervastn as a tool for corporate governance
for Zimbabwe listed companies which this particuesearch will aim to explore. Thus
according to Ettorre, (1992) he states that the tior passive shareholders has elapsed
and is being overtaken by the principle of accobifitg led and replaced by shareholder
activists, law makers and concerned executivesogbarates. Thus in ChapterOne a
background to this study will be outlined and preed, together with the research
problem, research objectives, research questiodsttan research proposition. Further
justification of the research and scope of reseavithalso be presented. Finally, the
research outline and chapter summary will be ptesen

1.1 BACKGROUND TO THE STUDY

According to Gillian and Starks (2000) sharehol@ativism has been a growing
phenomenon globally in the last two decades avedthareholders have been putting
pressure on management of firms that are poorlippemg to improve performance and
increase shareholder value. Adegbite, Amaeshi anddA(2010), aptly states that in the
extant of corporate governance writings, sharemo#dgivism has become a dynamic
power for the good of companies. Gillian and Stqd&99) also submits that in the last
fifteen years shareholder activism also referred a® relationship investing has

transformed and has become an important charaateidinancial markets.

Zimbabwean companies have been facing tough ecencmailenges which have led to
the delisting of companies from the stock exchaagel closure of some of the
companies. The Zimbabwe Stock Exchange has repibré¢den companies in 2013 were
delisted from the Stock Exchange and in 2014 mampanies were also delisted

(Newsday: 2013). Apart from other factors attriloute delisting such as failure to meet



requirements needed for delisting and failure tseréhe much needed capital. The lack
of shareholders who bring management and direetmrsuntable has been a major factor

contributing to this phenomenon as part of meetmgorate governance standards.

The Media in Zimbabwe has been very active in ripgron the issue of shareholder
activism in Zimbabwe. Lack of accountability of cpamy directors, passive investors
and shareholders who are not holding company exesutto account have also attributed
to closures of companies listed on the stock exphdABC News Online 18 June 2014).
However apart from the various media reports nothmiesearch has been done in the
Zimbabwean context to critically assess and evaltra extent of shareholder activism as

a tool and mechanism for corporate governance.

However the extent of our own shareholder activisma replication of a country’s
corporate governance trademark. Therefore in ttudysshareholder activism will be
explored in Zimbabwe listed companies as a corpogatvernance mechanism. This
choice is not illogical as it has been motivatedthsy topical and contemporaryadvances
in the country and globally that have furtheredrcéful energy to corporate governance
and shareholder discussions.Shareholders and amgelsave a critical role to play to
ensure that companies are properly managed andrrgakieThus this research will
provide a critical and detailed analysis of whetbernot shareholders are playing a
criticalrole in the Zimbabwean context and what bandone to ensure that shareholders

and investors bring company directors to account.

Shareholder activism in Zimbabwe is currently aexpiored area as compared to other
jurisdictions globally. Thus across many jurisdics shareholder activism has become an
important corporate governance mechanism. Thusptirecipal agent problem as a
management problem mainly arises on issues of lsblaer activism. Thus management
may not have the capacity and knowledge on howngage with shareholders for the
better running of companies and as a corporate rgamee mechanism.Unlike other
jurisdiction such as USA, South Africa and the ©ditkingdom that have Corporate
governance Codes and laws that govern sharehotdeisen, Zimbabwe lacks such.
Consequently both management and shareholdersioayeit in mechanisms that ensure
that shareholder rights are recognised. As a reshidteholders have not been seen to

bring management to account and management als® m@vbeen seen to encourage
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shareholder activism. Therefore this study wasnaestigation into the nature, form and
extent of shareholder activism as a corporate gavee mechanism in public listed

companies.

1.2 RESEARCH PROBLEM

This area warrants academic scrutiny and empiengliry in that the lack of standards
and codes that govern shareholder activism hasafetl contributed to Zimbabwean

shareholders not taking an active approach in brignghanagement to account on the day
to day running of the company. Be that as it mde Securities and Exchange
Commission, through the Securities Act (Chapter22y:has a mandate to ensure
shareholder awareness and education. But the gndbktt remains is how effective has
been the Commission in ensuring that shareholdetwvely participate and bring

management to account.Zimbabwe is currently digfinNational Code on Corporate
Governance as such currently it has no code gawgrrorporate governance standards.
Unlike South Africa which has the King 111 Code @¥hisets out principles that need to
be adhered to by both listed and non-listed congsaand the Code for Responsible
Investment which ensures that shareholders actaccauntable way. The importance of
these codes is that it ensures that stakeholdedsshareholders hold management

accountable.

Probably the most convincing argument to investights area is derived from the fact
that publicly listed companies generally, managered directors in their annual reports
account to their shareholders. However a causedocern in Zimbabwe is that annual
general meetings have been reduced to mere foresal@hareholders rarely question the
board of directors on the resolutions passed byptlaed and the annual report. According
to Denis (2010), he states where there is a stsbageholder activism it has a beneficial
effect in promoting a culture of good corporate ggmance. As a consequence of lack of
proper disclosure, information asymmetry betweea Hoard and the shareholders
coupled with the agency problem, shareholder ativiemains problematic not only in
Zimbabwe but in other jurisdictions (Tricker 2018kcording the SECZ Annual Report
(2012) it noted with concern the impending diveigenf standard market best practices
as demonstrated by the frequency of limited disol®f information and general weak

corporate governance standards by many marketrglégeed on the stock exchange.
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Despite the relatively small capital market comgate other jurisdictions shareholder
activism in Zimbabwe continues to attract inter@sd attention and little may be known
on the reasons why shareholders do not activeliicgete and bring management to
account. Shareholder activism to continueto pl&gyrole and having a great impact on

public companies, thus there is great need to paycplar attention to this crucial issue.

1.3 RESEARCH OBJECTIVES

1.3.1 Main Research Objective
The objective of this research is to investigate riature, form and extent of shareholder

activism as a corporate governance mechanism ib&ve public listed companies.

1.3.2 Specific Sub Objectives

a. To identify the main motivations and drivers torgmlder activism in Zimbabwe
public listed companies.

b. To assess the effectiveness of the regulatory fraorlein enhancing shareholder
activism in public listed companies.

c. To investigate whether shareholder activism in joulisted companies has
managed to solve the agency problem.

d. To assess the relationship and linkage of sharehalctivism and its impact on
corporate governance standards in public listedpzomes.

e. To make necessary recommendations from the restadohgs.

1.4 RESEARCH QUESTION

1.4.1 Main Research Question
What is the nature, form and extent of sharehoda#ivism as a corporate governance

mechanism in Zimbabwe listed companies?



1.4.2 Research Sub questions:

a. What have been the main motivations and driverssfareholder activism in
Zimbabwe public listed companies?

b. Has the absence of an enabling regulatory framewuogacted on shareholder
activism in Zimbabwe?

c. Is shareholder activism effective in solving thesmagy problem in Zimbabwe
public listed companies?

d. What has been the relationship  of shareholdeviswt and its impact on
corporate governance standards in public listedpamies?

e. What recommendations can be made from the reséadihgs?

1.5 Research Proposition

The following proposition will inform the researtthis proposed that shareholders in
public listed companies do not actively participateompanies they would have invested

in bringing management to account as a corporatergance mechanism.

1.6 Justification of Research

There has not been much research focusing on shdeghactivism in Zimbabwe public
listed companies as compared to other jurisdictidaespite the fact that shareholder
activism is an important corporate governance ta mechanism. Thus this research
will assist policy makers, management and sharehsld to implement
successfulshareholder activism laws and policiesiwhiill allow active participation of

shareholders and corporate governance compliariceéd companies.

1.6.1 Organisational Level

Thisstudy is important in that it will have praeiaemplications on both management and
shareholders in Zimbabwe listed companies to engbhe¢ shareholders actively
participate in the companies they would have iraetsh. Management will be able to
appreciate the role of shareholder activism andsaetit as a management problem but as
a positive corporate governance mechanism. Thanmdser is employed in one of the



listed companies on the stock exchange therefaestiidy will provide an insight and

solutions to an everyday and real-world work relgieoblem.

1.6.2 National Level

Shareholder activism as a corporate governance aneth will ensure that Codes of
Corporate Governance and principles that are dpedlan Zimbabwe encourage and
promote shareholder activism like other jurisdicisuch as South Africa and the United
Kingdom. The practicality of this research will @lsnform policy makers in other
institutions in Zimbabwe such as parastatals wtteseresearch can also be applied.

1.6.3 Contributions to the Study

This study will contribute to literature writingsi@hareholder activism in Zimbabwe and
the recommendations with a particular focus in Zlababwean corporate governance
landscape. Lack of a Zimbabwean corporate govemarmde more particular a
shareholder investor code that promotes sharehaltd&tism in public listed companies.
Extensive literature has been written on sharelmadévism in other jurisdictions and
not in Zimbabwe. Thus this research will add to lttexature available on the nature and
extent of shareholder activism as a corporate g@awee mechanism.

The study is important in that in Zimbabwe shardbolactivism is recently a new
phenomenon. Currently shareholders are increasecuagigcious of their legal rights in the
face of compliance to corporate governance stasdditus in Zimbabwe strategies need
to be employed by both management and sharehotdeensure that shareholders

actively participate and bring management to actoun

1.7 Scope of Research

This research seeks to study shareholder activiem listed companies on the
Zimbabwean Stock Exchange (ZSE). The companie® tstidied data would be drawn
specifically from each of the following sectors dime Zimbabwe stock exchange,
Beverages sector, tourism, and banking sector.ré&&earcher may not be able to cover
all the companies due to time and financial consisa



1.8 Dissertation Outline

The research is divided into five chapters andbtiténe of thisdissertation is as follows:
Chapter one introduces the study and explores &le&goound to this study. Further it
covers the problem statement, objectives of theareh, research questions, research
proposition, and the justification to the study &mel background of the research. Chapter
2 will look into the Literature Review of the subjen question. In Chapter 3 a deeper
insight in Research Methodologies will be given andChapter 4 the researcher will
present Data Analysis and Findings. Chapter 5 mitbvide Recommendations and

Conclusions.

1.9 Chapter Summary.

Chapter 1 has provided a bird’s overview of theeagsh under study on shareholder
activism in the Zimbabwean context specifically Ko at public listed companies on

whether or not shareholders are actively bringirapagement to account in the day to
day running of these companies. Thus lack of slwddeh activism as a corporate
governance mechanism may result in corporate &sldherefore it is crucial that the

current study be carried out to effectively recomthevays in which shareholders and
management take a proactive approach in Zimbabwadare compliance with corporate
governance standards. Chapter 2 will provide aiglmsnto the literature underlying this

research.



CHAPTER TWO: LITERATURE REVIEW

2.0 Introduction

This chapter will look at the relevant and existilitgrature on shareholder activism
including, journals; articles and books on shard@obctivism. In particular it analyses
the concept of shareholder activism in corporateegmance and its effectiveness and
importance in public listed companies as corpogieernance mechanism. Further it
touches on strategies employed to ensure that hebldex activism is implemented

effectively as a critical management issue in pulidted companies. Various literatures
have been written on shareholder activism fromowsriangles and perspectives. In
addition shareholder activism in other jurisdicBowill be used and reviewed as a
comparative study.Authors argue from different asgbn the role of shareholder
activism, the various forms it takes and its jusdfion and effectiveness in corporate
governance. Rowley and Slack (2004) submits thafptirpose of literature review is to

summarise the current literature in a subject. Titaumain objective is to summarise the

views made by a number of authors into a subject.

2.1 DEFINITION OF SHAREHOLDER ACTIVISM

Studies and literature whose research is mairta@ to corporate governance topics
define shareholder activism in various ways. Acoaydo Bethel (1998) he defines it as
the publicised objective of influencing companyigels. On the other hand Prigge and
Steenbock (2002) cited in Thamm (2012) define st@der activism as every corporate
governance measure initiated by a shareholder. &dkesiccording to Gillan and Starks
(2007) they define it as consisting of investorowne discontented with some aspects of
a firm’'s management or actions and they try todgabout change within the company
without a change in control. According to Stadl@010) cited in Thamm (2012) further
defines shareholder activism as consisting of $twdders who are disgruntled with the
performance of a particular firm and do not desirstake in the company, thus they
attempt to make an influence on the firms so asnfarove the firms strategy through
engagement and putting pressure on managementviéhiss also shared by Gillian and



Starks (1998a) who state that the most common mgaofi shareholder activism mainly
refers to ashareholder who endeavours to transtdramgethrough mainly using voice
expressions as an option with no intention of comemgy any change in how the firm is
controlled. According to Chung and Talaulicar (20t8y define shareholder activism as
consisting of the various actions taken by investmd shareholders so as to make an
influence on management of corporates and boartls thhe aim of changing of the
companies’ social responsibility (CSR) and boardgmprovement on financial results.
Thus shareholders act as “watchdogs” over corpaaativities as they can challenge
excessive director's fees among other things. Wialmith (1996) defines shareholder
activism as consisting of endeavouring to monitaat align structure of organisations to
firms that are apparently failing to pursue goalssioareholders of profit and wealth
maximisation. Guay, Doh and Sinclair (2004) alsdinds shareholder activism as a
mixture of having investments that are sociallypmessible, compliance to corporate
governance and capitalist nature of shareholdeherefore shareholders ultimately
mandate firms to be compliant with corporate gomeoe principles and to be
sustainable.

Thus shareholder activism is the ability of shatééis to bring management to account
and be involved in the decision making of corpmats a corporate governance
mechanism. This may take various ways such usiagrtedia or campaigning publicly,
resolutions filed by shareholders, using legal psses or engagement with management.
Thus stakeholders of a corporate have varyingestsrin a firm as a result, corporate
governance has become complex because of thesiplmstakeholders. These have also
acquired power through the media and public opmitus compelling corporates to

behave in certain ways.

2.2 HISTORY OF SHAREHOLDER ACTIVISM

To have an understanding of the concept of shadehalctivism a brief history of it will

be outlined. Literature writings tend to agree ittt concept of shareholder activism is
not a new concept. According to Adegbite, Amaesid Amao (2010) they arguethat
shareholderactivism in the extant of corporate gusece literature has become a force

for good. Thus in this section the history of shatder activism would also be traced in
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the United Kingdom. Its developments will also baced back in the United States of
America’s contexiricker (2010) argues that the concept of shareh@devism can be
originally been drawn from the T&entury model of the company. In that era the rhode
of the company was characterised by shareholders wdre mainly individuals who
would meet from time to time to be presentedréperts and accounts of their directors.
This would include re-election, proposing new ora®l approve any new ones as
required by corporate law or the articles of assomn of a company.Therefore a
particular share had a right to vote thus ensusimgreholder democracy and governing

power was the basis of any ownership.

According to Eisenhofer and Barry (2009) they arthuet shareholder activism can be
traced back to the 1930s.In that era shareholdsissed that the new laws that were
aimed at business reforms were not enough aftegribat depression. In the 1930s and
1940s shareholder activist were hardly active dfet&ve as those who were active were
not able to gather much support to influence chahgthat era shareholder activism was
in the form of shareholders selling shares as aaf@xpressing their dissatisfaction with
the corporate’s actions and governance practicegsh® other hand according to Marens
(2002)’s view that shareholder activists of the @94nd in the 1950s were considered as
the creators of shareholder activists and activesnd that the conflicts between
shareholders and managers of publicly traded fiomgld also be traced back to the
English East India Company in the™8entury.Further shareholder activism started in

the mid- twentieth century and in the early ningtyenties it increased its drive.

According to Armstrong (n.d) he argues that shdd®roactivism as a corporate crisis
that is looming today is characterised with différactors but having the same stories.
Eighty years ago shareholder activism can be trhee#t with Henry Ford who chose to
cancel a special dividend and consequently decidezspend the money on advancing
social objectives. A new paradigm in shareholddivisen was sparked by the courts
which finally agreed with the dissenting sharehmddend reinstated the dividend.
However in the 1980s shareholder activism was cheaniaed by trying to get control

through leverage buy outs, hostile takeovers fooséh corporates that were
underperforming and undervalued. Shareholder aativin the 1990s was again

characterised by pension funds playing an actile ro
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2.2.1 Shareholder Activism in United States of Améca (USA) and shareholder

Activism in United Kingdom (UK) contexts.

According to Fairfax (2008) changes and growth lareholder activism was mainly in
the USA and the UK as the demand for an increaskaneholder power was the norm in
the USA and globally. On the other hand accordmdidring and Taylor (2006) in the
USA in 1929 as a result of active shareholdersdiscontent of investors the Securities
Exchange Control Act of 1934 wasenacted and co&acudith the Wall Street collapse in
the same year. Further in USA the enactment oSdrbanes-Oxley Act 2002 particularly
Rule 14A- 8 as a legal instrument had the mainaivje of protecting shareholders in the
light of the Enron Scandal. Thus Dhir (2006") sfatteat SEC Rule 14A-8 had provisions
for corporate mechanisms and a platform to enalblegle among shareholders and the
firm’s management as this was meant to enable lsblalers to voice their opinions and

not assume the powers of management.

Glac (2010) also states that shareholder activiamdn extensive history in corporate
firms in America, which started with a primary gigle to secure more shareholder
awareness, rights and voice, and extending toddy avi emphasis on a range of critical
social and environmental issues. In America Hen&@anderson, Barker and Roberts
(2006), submits that America’s history on shareb@pldctivists consisted of mainly
activist who were acting in their individual capgcand various groups of religion who
were advocating in  companies and institutions ecsic moral or social issues. Social
activists were later joined by other influentialogps in the mid -1980s. In America
according to Rosenberg (1999) states that Robe@&. AMonks was an individual activists
who held various stakes in firms that were unddgpering and mainly challenged
mandatory boards of directors and firm’s managem&oatording to Gillian and Starks
(1998b, 2000) and Useem,(1996) CalPERS as a argkc pension fund and TRIAA-
CREF as part of shareholder activism used theirgpdiavvote so as to bring pressure on

corporates so that they improve their corporateegmance practices.

2.2.1.1 UNITED KINGDOM

In the UKthe developments of shareholder activiserevmainly based on the same

foundations and developments as those in Americln®n and Solomon (1999),states
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that the Committee on Corporate Governance 199@@smmendations were targeted
also at encouraging the growth of shareholder @ativand relationships between
companies and investors. The Cadbury Report alsines the role and relevance of
shareholders and institutional investors. Howa#00@) outlined a case of Barclays in
UK in which the board was put to task by ABI as ajon shareholder in explaining the
promotion of the chief executive to the post of inhan. This appointment seemed
contrary to the Higgs code of corporate governamiceeh instructed the non-promotion
of an incumbent chief executive officer to the piosi of a company chairman.

2.2.1.2 South Africa

The King Report on Corporate Governance for Souticé in 2009 referred to as King
[l and the other succeeding Codes stimulated amanpted shareholder activism in
firms. The adoption of King 11 Code in 2002 in Soufrica has made strides and
progress in institutional investors in changingirtlatitudes and those of directors. Non-
compliance with the guidelines in King 11 Code waasnajor reason in the rise of

shareholder activism in South Africa.

2.3 MOTIVATIONS / DRIVERS OF SHAREHOLDER ACTIVISM.

Adegbite, Amaeshiand Amao (2010) postulates thairestolder activism cannot be
classified as a homogenous practice as it is ntetivdy various actors who have
divergent interests therefore impacting differerdty firms that have been targeted. Thus
they are various reasons why shareholders progeshist management and motivated to
shareholder activism. Further these reasons mdgbsifted as political, legal, social and
economic. However the main reason driving shadsahctivism is the non-compliance
to corporate governance standards. According tardayan and Tate (1993) a company
that fails in its strategy choices is likely to &igected by shareholder activism.Henéty
al., (2006) also argues that they are various oth&nfs that may give rise to shareholder
activism such as responsible ownership other thanntain assumption of shareholder
activism which is maximising shareholder wealthu3ttonsequently these motivations

have different impacts on firms.
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2.4 Causes of Shareholder Activism

According to Judge, Gaur, and Muller-Kah(2010) shareholder activism can be driven
by social or financial motives. Romano (2001) andaget al., (2004) agree that firms
that have poor corporate governance standards rendeaforming poorly are targets of
shareholder activist. Accountability is one of thain pillars of good corporate standards.
Thus according to Guay et al., (2004) managememtl accountable for the company’s
performance by the board that represent the shialesisointerest and directors who are
also accountable to shareholders. This lack of agedility may give rise to shareholder
activism. Further the author states that wherediame mismanaged shareholder activism
is likely to occur as managers will not be acting the best interests of
shareholders.According to Al Hawamdeh and Sna2®0%) they argue that dialogue and
disclosure with shareholders and also participantise market are crucial in maintaining
good corporate standards. Further the author dtaeslialogue can be formal consisting
of periodic reports such as financial annual repoperiodic circulars and statements
trading updates, and informal channels such aggubke media. Informal dialogue
which may consists of selective and private brgpfivas the benefit of shareholders and
investors to be involved in corporate governancaitodng. This has advantages for the

corporates as lack of dialogue may give rise toedt@der activism.

Wherethere are irregular board appointments and ploeess is not followed in the

appointment of directors lacking formality and sparency gives rise to shareholder
activism. According to Kahan (2007) hedge fundsstjpeed the board of directors for

lack compliance tocorporate governancestandardseahehief executives mother was
appointed by the chief executive to serve on thadho

2.4.1 Remuneration of Directors.

According to Gleason (2001) he argues that sind®l Zirms have been expected to
answer tough questions from shareholders on theuéxe director's remuneration.
According to the King 111 Report it encourages oaafes to be transparent as regard
remuneration of directors. On the other hand adogrtb Fairfax (2008) shareholders
have also targeted their efforts in seeking a voicghe remuneration of directors and

executive management. Consequently due to the ipedceexcessive executive
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remuneration shareholders and law makers have téargtheir efforts in curbing

executive pay through shareholder activism.

2.4.2Economic Motivations/ Drivers.

Hendry et al., (2006) states shareholder activismisent studies presumption is that it is
mainly motivated by shareholder maximising theilueaand returns. Thus shareholders
may be driven by political and or moral motivatiomisich are also related to the need for
responsible ownership. Thus shareholder activisimfthese authors views has mainly
been driven by corporate’s need to position themesehgainst a changing legal and
political environment and competitors with the maim of profit maximisation. This has
had an impact and has transformed the non-finammitboks and prospects of their

customers.

2.4.3. Moral and Political Drivers.

As argued by Romano (2001) that apart from othetivatons for shareholder activism,
political motivations have been on the agenda @hesanstitutions.On the other hand
Thompson and Davis (1997) argues that shareholdévisan in the UK was also
politically motivated.According to Gillian and Skar(1999) they argue that separation of
ownership and control was the main foundation @freholder discussions as evidenced
in most contemporary publicly traded companies Wwiiad the potential of giving rise to

different political views in the firm.

2.4.4 Motivations for Responsible Ownership.

Responsible Ownership has also been a driving farme a motivator for shareholder

activism. Pension funds have been insisted on dye@ment to acts as owners who are
responsible through upholding corporate governataedards. This is also done through
companies being held accountable for their findrana general performance According

to Hendry et al., (2004) they argue that this hasnbevident in other European and
British Governments who have called for corpordtebe responsible owners not as an

economic duty but also as a moral duty.
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2.5 Causes Of Shareholder Passiveness or Apathy.

Various reasons have been advanced on why sharehatdsfise passive or inactive.
According to Davis and Thompson (1994) complicdeghl rules made it cumbersome
and expensive for shareholders to own higher amotishares thus making it difficult
for shareholders to be active in in the United édtatf America.Further he argues that the
agency dilemma in which the shareholders appoiatbdard of directors to be a steward
of their investments and their assumption thatdinectors will effectively manage the
firms in which they would have invested in on tha#half might also lead to shareholder
passivity. Shareholders may also only be concereout dividend payments than
bringing management to account. On the other Hataire (1992) also argues that the
board of directors have had an image that theyeatdies that are powerful, thus
shareholders may not question them as they wowld gaen the boards power to run the

companies.

Annual general meetings are mandatory for pubditetl companies. However according
to Tricker (2010) directors may not encourage dhalders to attend these annual general
meetings as they may not like to be questioned Hereholders. Thus shareholder
passiveness is a relief to most directors and th@agement. Again the attitude of
directors may not be conducive for shareholderpraibbe management as the directors
tend to be arrogant and not entertain sharehoddeles. According to Bolodeoku (2007)
he also argues that shareholder passiveness lodsegs influenced by lack of incentives
to shareholders who may want to monitor the actmhsanagement. The investment
strategy of a particular shareholder also detersiheir activism or passiveness as short

term investors are not active as compared to leng tnvestors.

2.6 Shareholder Activists Classification

According to Chung and Talaulicar (2010) sharehsidmay be driven by financial
motives whose main aim is economic incentives medrby social motives whose aim is
for principle based activism. These activists dednaftention from management and they
aim to challenge and raise awareness so as to pgaand boost the performance of the
firm financially and socially. These activist invess include institutional investors, social
groups, and individual investors.Whereas Maren®Zplassifies shareholder activists

into these types: Firstly they are shareholdervsts who are advocates of corporate
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governance reform and are mainly concerned witltiikees’ remuneration, the process
in the election of directors, and polices on taleovSecondly they are shareholders who
are social activists mainly looking at policiesatélg to corporate social responsibility,

environmental laws, and labour laws and their sghereto. Thus among social activists

they are those with financial interests and thoke have political objectives.

According to Glac (2010)shareholders are commordysiclered the owners of a
corporation Shareholders who are mainly majority andminority Bound in any public

company as either institutional or individual slnmeers. Institutional shareholders may
consist of social groups, private equity funds, lpupension funds, and associations of
business. On the other hand Bolodeouk (2007) algaea the various actors have
different motivations for shareholder activism adividual and institutional shareholders
have divergent views on their involvement and pgoétion in corporate governance.
Thus to have an understanding of shareholder aotia deeper analysis of the different

types of shareholder activists will be analyseaWwel

2.6.1 Shareholder activists who are individuals.

Shareholders who own shares in their personal dsgpace mainlyreferred to as
individualshareholders’.  According to Loring et &006) he states that these
individualshareholders invest in shares of a compath the aim of profit maximisation.
Further they are also characterised as risk aweittea minute shareholding than the
strong and dominant institutional investors as theytargeting highest expected returns

with a corresponding and acceptable level of risk.

2.6.2 Institutional shareholder activists.

According to Black (1990) he argues that institodéibinvestors own a large number of
shares in in most public listed companies. Insahal shareholderactivists can be
classified as a group of persons whether juristio@. These include institutions and
corporates such as banking institutions, buildingieties institutions, insurance firms,
pension funds, and trust and investment schemeagid_et al (2006), these shareholder
activists owe a fiduciary duty to the shareholderd the beneficiaries and their objective
is enhancing shareholder wealth.Thus they genenadlid a lot of power as they have the

capacity to influence management to implement pajsowithout going through a vote.
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On the other hand since they are representingrdifteconstituencies conflicts of interest

may arise making them ineffective in some instances

2.6.3 Activists driven by market forces.

These activistsmainly focus on profit making frameit investments and have a focus on
the market forces and they invest in firms withgmbial to grow, with those which are

poorly performing are disinvested in. AccordirngDavis and Thompson (1994), they
state that these private equity funds and hedgeésfiare mainly investors who are
passive. Further their ability to sell shares &y ttieem fit is one of the main causes for
shareholder passivity by mutual funds; pension $uadd banking institutions. Hedge
funds as short term investors have the objectivanaking a quick return on their

investments as their main focus is the currentgesipaice of a company’s shares.
Activism by hedge funds as market driven activisaveh become critical players in

corporate governance and they have gradually infleé management of firms and

business strategies.

2.6.4 Government as an activist.

The state as a politically driven activist wouldtamplish its main goals of corporate law
through the concept of commanding and controllimgvhich laws and policies to be
followed would be specifiedmay also impose pensilteeensure compliance comply by

corporates. Thus government may impose laws tlwam@ie shareholder activism.

2.6.5 Public Pension Funds.

According to Gillian and Stark (2000)publicpensifonds shareholder activism started in
the USA by the submission of proxy proposals antemdy targeted firms on their

performance standard. According to O’Connor (20®@se pension funds mainly focus
on the competence and board structure, througlopasls, executive compensation’s
limits, and an improvement of board independencd daclassification of boards.

According to Gillian and Stark(2000), on the othend challengers of institutional

activism argue that expertise is lacked by pubéngion fund managers to properly give
advice to management in corporates. Further shiaietsowho are activists’ their main

role is not solely advisory but also act as watgsd@on compliance to corporate

governance issues.
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2.6.6 Social activists/ advocates.

Accordingto Guayet al, (2004) he states that they have been an increassocial
activist who raise shareholder resolutions comnmepdirms to implement socially
responsible business practices. According to Wad{@@00)he also states that firms are
gradually being assessed on compliance to sociaklsas financial performance. Davis
and Thompson (1994)argue that social advocatesdaiamand support for their concerns

through social movements if their concerns arebeatg taken into account.

2.6.7 Other coordinated activist and human rights gups.

These areactivists in different groups and intsregto may have a particular common
interest and desire to achieve a set objective joBy hands so as to increase their
influence. Guayet al (2004) argues that companies are also responsiblether
stakeholders and not only their shareholders g ebmmunities, employees, suppliers
and environmentalist groups. Thus these activists vary influential and can bring

changes in organisations.

2.6.8 Communities activists.

Communities as activists are influential stakdka who are able to have a positive or
negative impact through their activism where thare any initiatives that have been
proposed by corporates in their societies. Furthese communities may resist any
proposed plans by corporates if they are not ctedoit if the decisions are made

arbitrarily.

2.6.9 Environmental rights activists.

These are mainly environmental law rights activisto advocate for compliance with
sustainable environmental rights and sustainaBlgess by corporates. This also includes
environmental laws that are in place ultimately mgkenvironmental a corporate

governance principle.

2.6.10 Labour rights groups’ activists.

According to Schwab and Thomas (1998) they argaerdtently institutional investors
have now been composed of forceful and vigorousuabights groups. Labour unions
are critical stakeholders in a company as theyearployee representatives especially on

issues of collective bargaining. Thus Weller andité/k2001) states that labour unions
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influence shapes corporate behaviour for instanbat tthe remuneration and

compensation policies be fairly distributed. Thedv@cate that company executives’
compensation should be aligned to the performamdfeo company and further share
options should be spread amongst all employeethéu®’Connor (1997) also states that
in their quest for corporate governance complialab®ur activist gain sympathy and
media attention that is favourable to them. Thuey thre portrayed as a powerful and
effective force to confront managerial power. Tlhalsour activist are very influential in

shareholder activism as corporate governance measuarmechanism.

2.7 Shareholder Activism and the Role of Media.

According to Girard (2011) he states that the madithe judiciary are used as the most
influential activities by shareholder activists.uBhactivists may seek media coverage on
the concerns that they are advocating for ciwil kuits and class actions may also be
filed through the judiciary. According to Thoma®(Q2) shareholder activists groups in
the United States of America have demonstratedttigaboard of directors normally act
differently when pressure and heat is applied iblipuThus the media has a major role to
play in shareholder activism as it is a quickestmfcto communicate shareholders
unhappiness as these disgruntled shareholders iproadl for press conferences to
communicate their concerns. The type of media @iat$ can range from the internet,
print media, radio and television among other meuizaforms. The intention of this is
naming and shaming, settle scores and defaming someanies. This is also an easier
solution to embarrass corporates that fail to agllercorporate governance policies and
standards. In Zimbabwe the media has been vocakjpmessing and unearthing non-
compliance of corporate governance standards ia st@ned enterprises which led to the
sacking of the Chief Executive Officers and slagho salaries of employees in state
owned enterprises consequently leading to theidgadtf the National Code on Corporate
Governance.According to Marens (2002) he argueskbhler activist use the media and
at annual general meetings as a platform to begeue activism. However the role of
the media should also not be to embarrass corpoatealso to positively highlight
issues that are of public interests.
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2.8. Actions of activist investors and forms of straholder activism.

According to Hirschman (1971), in agreement with @illiet al. (2000)as proponents of
shareholder activism argue that shareholders hiaree tmain options when they are
dissatisfied with the corporates not acting inltlest interests of shareholders. Firstly the
shares may be sold this involves using their te®bte , secondly the shares maybe hold
on to and shareholders may engage with managensérg their voices, thirdly they
may hold on to their shares and will not engagany form of activism. These options
have been mainly referred to as exit, voice analtgy This view is also shared by
Admati, Pfleiderer and Zechner (1994) who point th#t when firms are not aligning
with the interest of their shareholders, sharehsldegho may be aware rationally may
follow the so called “Wall Street Rule” or “Wall i®et Walk”. Further where
shareholders threaten to exit it is also considarfm of shareholder activism.

Hendry, Sanderson, Barker & Roberts (2004) stdtatthe majority of large investors
mostly question and probe companies on issues asi@dorporate governance practices
and policies, they also vote against managemenirasdme cases involve the press in
making their criticism known. Further Chung andaléicar (2010) further classify the
actions of activist investors. Walk activism mayotve shareholders who are not happy
and are dissatisfied may discipline managementugircselling their shares.Chung and
Talaulicar (2010)agree that voice activism consiefs shareholders influencing
management through either having dialogues, comration and negotiation directly
with management. Gillian and Starks (2007) arghatsthe takeover market is the most
extreme form of activism where shareholders s&teédvers aimed athaving corporate
changes that are crucial.

2.9 Views on Shareholder Activism

Thus notwithstanding the positive views of shardbplactivism, its controversy cannot
go unmentioned. Tricker (2010) argues that shademchctivism can be controversial.
The reason being that shareholders having eletted tlirectors should allow them
freedom to act without having the business decsssmtond guessed. Authors agree that
separation between shareholders and top managdimemdt the heart of governance
system. Boards are required to make business desish good faith without any
interference from institutions. As a result boanday respond to investor pressure and

may fail to make crucial long term investments. $oboards of directors are not
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enthusiastic about shareholder involvement. Theeegsbareholder activism is irresistible

leading to an inevitable struggle between sharefsldnd top management.

According to Becht et al., (2006) they argue thetreholder activism can be a solution to
resolve the problems associated with monitoringiandntives in widely held firms as a
way of improving their performance .On the othendhahareholder activism can be
argued as an ineffective, disturbing and opportimisiechanism used by managersof
various funds to pursue their own agenda. This estgghat shareholder activism can be
used as a space for fights and struggles amongnteeested groups. Further Tricker
(2010) argues that some boards of directors prafereholders who are passive and
readily confirm board resolutions. The agency theadso looks at corporate governance
through the agency dilemma. However on the otherdhshareholders are mainly
interested in dividend payments and the growintheavalue of the company stock and
value thus they may decide not to actively paréitgpand bring management to account

where the company is performing well.

2.10 Impact of Shareholder Activism

Authors have different views on the effect and ioipaf shareholder activism as some
has sceptical views about it as argued by Sjostf2008). According to Brav, Jiang,
Partnoy, and Thomas (2008) activism by hedge furats been found to improve the
financial performance and increase dividend pag-olitowever on the other hand
according to Hoffman (1996) the success of the ohpé shareholder activism largely
depends on various factors such as the culturdeftargeted company, the political
climate wherein the resolution is filed and thduahce and power of the activist group.
According to Romano (2001) in American studies barsholder activism this has been
found to have little or no effect on the performancf companies. According to
Carleton,Nelson and Weisbach (1998) they argue th@trole and impact of vast
shareholder activism isthat corporate’s value cam diffected through private
engagements, dialogues and negotiations. Furttemrding to Pound and Zeckhauser
(1990) they also state that large shareholderpi@gent where there are high expected

growth rates in firms resulting in more monitorizigd more information disclosure.
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Tricker (2010) states that shareholders presentiyast listed companies globally now
constitute most corporate institutional investarsluding individuals. These numerous
and varying shareholders have varying interests exebctations. Thus previously the
one share one vote currently does not provide lf@areholder influence and control.

Consequently involvement by shareholders in theegance of companies has been
called for due to an increase in the failure of pbamce with corporate governance
standards and poor corporate performance, compkrsyres, collapses unwarranted
director’s fees and rewards and a loss of investafidence. According to Gillian and

Starks (2000) they state that shareholder actitiasbeen quite significant in the last two
decades with mainly activist shareholder pressunramagers of firms that have poor
performance in their respective portfolios who athte for a shareholder value that is
enhanced and an improvement in the financial perdoice.

2.11Shareholder Activism in Other Jurisdictions.

Various jurisdictions globally have seen and haseognisedextensively the growth of
shareholder activism as a crucial corporate govexmanechanism. According to Armour
and Cheffins (2009) they state that shareholdaviact by hedge funds in the last few
years has become a main corporate governance pkenomHowever according to
Adegbite, Amaeshi and Amao (2010) he argues in Sabaran Africa there is an
extensive literature gap on issues of shareholdavism and corporate governance.
Thus the following jurisdictions will be briefly atysed on their extent of using
shareholder activism as a corporate governancetabthe strategies employed to ensure

that shareholders actively participate in the coapes that they would have invested in.

2.11.1 NIGERIA

According to Adegbite et al(2010), argues that Nigeria has evidenced a niajoease

in shareholder activism activities and shareholdssociations’ in the past five
yearswhich has resulted in shareholders gradualtpine responsive and aware of their
legal rights and obligations’. These developmentdigeria include the promulgation
and implementation of the Code of Corporate Govwerag2003), the compulsory Code
of Corporate Governance for Nigerian Banks andréleent significant developments on

the Code of Conduct for Shareholder Associatiorisigeria.

23



2.11.1.1 Regulatory Framework in Nigeria

According to Adegbitet al., (2010) they state that the Company and Allied Bfatt
(CAMA) 1990, with its amendmentsis the primary gtat that empowers Nigerian
shareholders to make interventions in a companfjara This includes among other
actions bringing court actions against directorartiter the Nigerian Securities and
Exchange Commission introduced the Code of Corpof@bvernance for Public
Companies in Nigeria (2003). The main aim of thesde focusses on rights and
responsibilities of shareholders and stakeholdenslation to public listed companies.
An express provision in the code encourages shiaehactivism by expressly stating
that the shareholder activism shall not be disgrateby the company or the board when
practised by groups of shareholders and institationvestors’. Further according to
Adegbiteet al., (2010he states thatin Nigeria:

The Independent Shareholders Association of Nigeha Association for the
Advancement of the Rights of Shareholders of Nayeand the Nigerian
Shareholders Solidarity Association consists oéssociation of shareholders that
are united. (page 10).

These associations share common interestsby giviamly minority shareholders a

voice.

2.11.2 UNITED KINGDOM (UK).

Hendry, Sanderson, Barker & Roberts (2004), archeg fctivism of institutional
investors in UK has increased notably. In UK a namif tools can be used by activist
shareholders in trying to seek a change in a listedpany. These maybe classified as
soft; non statutory based tactics. The use of &aftics consists of dialogue with the
targets management, if not effective the publicatsd open letters criticising the listed
company and ultimately seeking to solicit sharebo&lpport for the activist’s objective.

According to Winston & Strawn (n.d) further in thiK, the Financial Reporting Council
publishes the UK Stewardship Code which is a cpeeifically for institutional investors
when they engage with the UK listed companies. Tthas‘comply or explain” approach
in UK is mainly directed to firms such as insuraficess and social security or pension
funds who manage assets on behalf of institutionadstors. The code provides for the

establishment of clear guidelines on the ways inclwhnstitutional investors and
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recommendations to institutional investors escataietheir stewardship activities. The
process is initiated by discussions on a confiériasis, failure of these institutional
investors may consider to escalate their actionnstance meetings maybe held with the
relevant management to discuss such concerns aessxpg these issues with the

company’s advisors.

2.11.3 SOUTH AFRICA

South Africa as compared to most African countitethe Sub Saharan region has a
much more advanced and progressive democracy ,itheen provide insightful and
deeper understandings for corporate governanceoiraprents in the Sub Saharan region
specifically Zimbabwe. According to Vaughn and Ry2606) concurringwith Adegbite
(2008), quoted in Amaeshi and Amao (2010) madadirfg that in sub Saharan Africa,
South Africa, has an advanced system of corporaigergance evidenced by active
investor interests and a vibrant shareholder attivoractice. South Africa further has a
more advanced regulatory framework where sharehalcdévists who are aware of their
legal rights havehad the platform to challenge @®ayn corporate governance issues.
This has also had an impact in significant changethe board structure and a robust
managerial rethinking.Thus in South Africa they aranciples and practices which are
not legislation that are adhered to on the basi&omply or explain approach”. This
includes the Code for Responsible Investment (CRRIEBAt encourages best practices by
shareholders and companies. In South Africa on *cM&010 the King Code of
Governance Principles and the King Report on Game (King 111) came into effect

thus replacing the King 11 Report.

2.11.3.1 South African Companies Act 71 of 2008

TheSouth African Companies Act also defines thati@hships between companies and
their respective shareholders or members and dimecthus it has key provisions that
raise director’s accountability to their sharehoddeThus the likelihood of increased
shareholder activism and the liability to a widkss of actions that has been extended to
a wider class of persons will likely follow the mek of shareholder activism in other
jurisdictions such as USA, UK and Australia. Theyé experienced increasing litigation

targeted against companies, company officers aiedtars.

25



2.12Theoretical Framework: Agency Theory

According to Gillian and Starks (1998a) they arthe agency conflicts are important in
having an understanding of shareholder activismtt@nother hand Frankforter, Davis,
Vollrath and Hill (2007) states that the agencyotiyehas been a foundation for most
researches on corporate governance and sharelastidesm. However the authors argue
that shareholder activism is toolimited to concepse the multidimensional dynamics
behind shareholder activism and the agency theldmys according to the mainstream
theories of Jensen and Meckling (1976); Fama (188B)Eisenhardt (1989) cited in
Gillian andStarks (2007) mainlytreat shareholdeid @@mpany managers’ relationship as
that of principal and agent. The agency theorgesriwhereby shareholders who are
owners of the firm have a wide range of rights udahg appointing company directors.
Consequently company directors acting as agdnteashareholders their responsibility
is also to monitor the performance of corporate agament and of their firms they

manage. This principal agency relationship is dlgstrated in Figure 1 below.

Hires & Delegates

Self ‘
Interest Self
Interest

Figure 1: Principal Agency Model of Corporate Govenance

Source: Donaldson and Preston (1995:64)

As a result shareholder activism may arise whemesiodders presume that the board
maybe failing in executing their duties and thearfprmance is dissatisfactory. Thus
balancing of powerbetween shareholders and thedbafadirectors has emerged as the
cornerstone of the debate on corporate governandeaacountability. According to

Shleifer and Vishny (1997) they argue that the massumption is that managers’
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objective is to advance their own interests as they assumed to be rational utility
maximizers. Thus the major issue for shareholdehow to align managers to act in line

with the shareholder interests.

However authors agree that they are three main \wagsmechanisms to achieve this
problem. Firstly managers may be disciplined to incshareholders’ interests through
market for corporate control that is the takeovarkat as such managers may risk job
losses resulting from a hostile takeover. Secondbentives such as remuneration
incentives whichseek to align interests of managetis those of shareholders. Thirdly
control of management decisions and active monigobly shareholders most commonly
found in a diversified ownership systems and blskireholders. Hendry et al., (2004)
argues that all institutional investors in the camips that they invest, they normally
engage in some form of monitoring of the comparnidsgs may include analysing their
financial reports, strategic statements, meetirgdygrestioning their senior executives in
the case of larger institutions. However on theepthiand some authors and academic
literature particularly Bainbridge (1995) arguettBhareholders who may try to monitor
and influence the board decisions may find it esiety expensive to do so in
comparison to the returns that they may potentidgve. Consequently in any
management of the firm major decisions are takethbyboard as a result weakening the
ability of shareholders to act as true owners effthm irrespective of the corporation in
which they hold shares.

2.13 Regulatory Framework in Zimbabwe

The Zimbabwean Companies Act Chapter (24:03), gmiffties Exchange Act (Chapter
24:25) and the Zimbabwe Stock Exchange Act (Chdptet8) will be looked atbriefly in
analyzing the role of shareholder activism in coap® governance. However one of the
objectives of this study is to assess the effentige of the regulatory framework in

enhancing shareholder activism.

2.13.1 Securities and Exchange Act (Chapter 24:25).
The Securities and Exchange Act ( Chapter 24:25gation 3 established the Securities
and Exchange Commission (SEC) of Zimbabwe whicthésregulatory and governing

body for the securities and capital markets in Zike. Its mandate also includes
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investor and shareholder education and awarenadgkelUother jurisdictions such as
Nigeria, South Africa, UK among others our Zimbab®EC has no code for corporate

governance for public listed companies that prorsbtaeholder activism.

2.13.2 The Companies Act (Chapter 24:03).

The Zimbabwean Companies Act will be looked atmialgsing the role of shareholder
activism in corporate governance. Currently the Ra$ no explicit rights to shareholder
activism and protection of shareholder rights. ®ectl75 of the Act provides a

cumbersome procedure for removing directors. Tloegss involves the passing of a
resolution to remove a director before the expratf his tenure in office by the passing
of a special resolution. However the director isnpded to make written representations
to the company or he may make oral presentatiomghér they are no Codification of

Corporate Governance standards thus shareholddrgliegctors are not mandated to

manage their companies in line with best practices.

However Doing Business in ZimbabweReport (20155@nés research findings on the
ease of doing business in Zimbabwe. Related top#wiscular research is the strength of
the governance structure of companies in Zimbalteeprovision on the extent director
suits, and the ease of shareholder suits togetitieithre extent of disclosure requirements

as provided for in Figure 2, 3,4 and 5.

In Figure 2 itpresents the strength of governamwesire index in Zimbabwewhich has a
fairly strong governance structure ranked third pared to its counterparts in the region.
This entails provision of laws and regulations thaherally cover the ease of doing
business in Zimbabwe.Figure 3 presents Zimbabwagbeanked very highly on the
extent of disclosure requirements as the regulat@snework provides for stringent
disclosure requirements. This involves the disalestequirements required by the
Companies Act and the Zimbabwe Stock Exchangendjstiles. Figure 4 Zimbabwe is
ranked low as regards the ease of shareholderasigbareholders are not able to access
internal corporate documents. It also providesigufe 5for a very low director liability
index. Thus directors may opt not to comply witk firinciples of corporate governance
as the legal framework is weak in protecting shalagrs and other stakeholders against

director’'s misnomers.
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Thus according to the Doing Business Report Zimlmiswanked at number 87 from 189
various economies in Sub Saharan Africa as regaelistrength of minority shareholder
protection which is an indication that the countmgeds to do more as regards
shareholder protection. However this study willoalavestigate the nature form and

extent of shareholder activism in Zimbabwe giver thgal framework that protects

shareholders and high disclosurerequirements mating
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Figure 2: Strength of Governance Structure

Source: Doing Business 2015(pg 53)
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Figure 3: Extent of Disclosure Requirements

Source: Doing Business 2015(pg 53)
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Figure 5: Extent of Director Liability Index
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2.133 Zimbabwe Stock Exchange Ac(Chapter 24:18)

The Zimbabwe Stock Exchange Act (Chapter 24:18)leggs the stock market that
buying and selling of shares. It also supervisasraonitors the stock market trading
as to ensure transparency and fairness by stockemaarticipant’'s.The ZSE also
provides for listing rules and guidelines for palisted companies. However the Act |
no express provision in promoting shareholder amese and pticipation in the stocl

market.

2.14SHAREHOLDER ACTIVISM AND CORPORATE GOVERNANCE .

According to Grieenberger (1995), Jarrell and Brickley (2007), Kotded Lee (2005
define corporate governance as consisting of thefg@gocesses, customs, policies , ¢
and practical systems and instituticcontrolling and exercising power on t conduct of
a firm how it is directed, controlled or administered. gaenberger (1995) argues -
the various stakeholders have relationships amdrnt Thus theboard havea
relationshipwith its internal various committees, with otheakstholders sucas local
communities, key customers and suppliers, employeesth®mother hand Jackson &
Carter (1995) define corporate governance as daomgisf the efforts by the compani

to ensure that their house is in order. AccordiogGuay et al., (2004) they refer
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corporate governance as central to the conceptgeh@ theory and a relationship

between management and the firm owners.

Jacks (2007) argue that good corporate governaacelards are crucial to ensure the
success of any entity. Thus lack of good corpogateernance standards is likely lead to
shareholder activism. The King 111 Report (2010) @ahe (OECD) Principles on
corporate governance (2004) concur that good catpagovernance principles that are
key involve integrity, transparency, sustainabjlityesponsibility, accountability
,compliance, independence, fairness and risk neameagt. Accountability is the key
backbone of corporate governance as provided irCddbury Report. According to the
Cadbury Report (1992), the OECD Principles(2004d)#re UK Sarbanes Oxley Act
provide the most common accepted principles of @@ie governance that realise

shareholder activism and these are :

1. Recognition of the shareholder rights and reggjishe important ownership functions
whereby a firm’s corporate governance frameworkutheensure the protection and
facilitation of shareholders exercising their right

2. Shareholders treatment should be equitable. @hiails the corporate governance
framework that ensures minority and foreign shaldgrs to be treated equitably.

3. An opportunity for effective redress mechanismcase of violation of their rights

should be available to all shareholders.

4. Transparency and Disclosure as a key corpotergance mechanism. This entails
the corporate governance framework to provide fiscldsure which is timeous and
accurate to all material issues that pertains ¢octirporation. This includes the financial

condition of the firm, the financial performancie tfirms’ ownership and its governance.

Thereforeaccording to Gower and Davies (2008) stidtat in the traditional model of the
firm directors accountability to shareholders ldygelepends on the capability of
shareholders to constantly review board performamgk to make decisions if in their
view board performance has not been satisfactody aequate. Therefore it can be
concluded that shareholder activism cannot be asmhrfrom corporate governance

standards.
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2.15 Strategies employed by the United Kingdomslied companies to prepare for
shareholder activism.

According to Winston and Strawn (2014) and Weaand Millo (2011) theyprovide for
the key options available to activist shareholdarsl specifically how UK listed
companies should conduct themselves in the fasbaeholder activism. Consequently a
listed company should have company tools and takdirmial steps and strategies in
place so that it may effectively and positively ldeath an activist shareholder that
appears on the register ofa company. These steategive as a guideline for any listed

company and include the following:

a. Monitoring of the Company’s Shareholder Base

Public listed companies should maintain a comprglenshareholder base as a way of
looking for shareholder activists. This includes nibaring and observing borrowing
activities and stock lending in relations to thargls in a company. This may point out to
hedge funds activist, or shareholder activist whayy rhe interested in such shareholder
activism in the targeted firm.

b. Proactive discussions with key investors

An important strategy is continuous holding of acive discussions with key investors.
Engaging with shareholders at a greater level {gomant as shareholders are given the
ability to air their concerns’ and the firm an oppmity to address such concerns. Thus
maintaining a written record of meetings with tlemecerned parties and the issues raised
is crucial in any engagement. Thus constant engegemith the shareholders by the
company reduces the inclination of shareholdersupport an activist shareholder or

shareholders to engage in shareholder activism.

c. ldentifying the beneficial owner

A strategy that can be used is first identifyihg toeneficial owner in firms is crucial
since most of the shares in listed companies ddetheugh nominees thus searching the
shareholder register it is very unlikely to revéa true identity of the beneficial holders.
In the United Kingdom the legal framework enablesl aequires a public company
incorporated in the UK to disclose from any pattielieves has or had an interest in its

shares at any time during the previous three years.
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d. Maintaining of good corporate standards
Activist shareholders normally protest and complabout poor corporate governance
standards. Thus management and board of diredtotddsensure that high standards of

corporate governance are maintained.

e. Adequate preparation for annual general meetings

This entails preparing for any eventualities inatiein to general meetings, preparing
scripts and a written question and answer drafid€imes should also be available on
how such matters as to how to deal and relate difficult shareholders. Requesting
shareholders to submit in advance their questiangriting is crucial. Monitoring of
voting patterns is important in analysing the dgf@ types of shareholders and their
attitudes in voting against any type of resolutions

f. Maintaining good investor relations and use of pubtity effectively.

Clearly articulating the company's strategy and destrating that the board is

implementing the strategy and maximising sharehlolddue. Constant monitoring of

press and social media for any comments aboutdimpany, competitors and the general
industry is crucial. Thus having good relationshwihdustry or financial journalists

coupled with regular dialogues with key analyst am@nitoring coverage of the

company.

g. Evaluating existing structural defences
Ensuring a constantreview of structural defencesk @olices and articles of association
provide for proper shareholder engagement for émefit of all shareholders.

h. Legal and Regulatory Strategies
Keeping up to date with legal and regulatory depelents is another strategy that can be
used by firms with the in house legal team beingaudate with any developments and

training of the board and management are constaathjed out.

2.16 CONCEPTUAL FRAMEWORK
According to Miles and Huberman (1994) they postuldat a conceptual framework

explains in narrativeform, or in a graphically fotive key aspects to be studied. These
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includethe key factors, concepts or variables’ tredassumed relationships among them.
The model consisting of the actual ideas and teléfwhat the researcher planned to
study was developed.The conceptual framework dpeeldy the researcher form the
research objectives and the literature reviewedpremised on the concept that
shareholder activism in public listed companiesdisven by various independent
variables which may be, social, moral, legal anfitipal. Shareholders may actively
participate in the companies where they are issmfesregular board appointments,
remuneration of directors and lack of compliancectomporate governance standards
among other issues. However shareholders activiagnbe impacted upon by variables
factors such as the regulatory framework in a paldr country and the media’s role
which may be used by shareholder activists to namideshame companies that are failing
to comply with corporate governance standards qdatily ensuring shareholder
engagement and rights. The media may report pesitivnegative aspects of shareholder
activism in annual general meetings. However thieaues and impact of shareholder
activism may include increase in the financial perfance of a firm, compliance to
corporate governance standards such as dividendytay profitability and maximisation

of shareholder value. This is presented below fitleeresearcher’'s own construction.

Causes of Impact of Shareholder
Shareholder Activism
Activism .
» Compliance to Corporat¢
Governance

* EconomicFactorsl s oo eholder |——>] ¢ Financial Performance
e Moral Activism ¢ Maximisation of
e Legal shareholder value
« Social AN « Minority voices heard

* Pressure on management

and change in boar
Extraneous Variable culture.

Affect the relationship

=

* Regulatory
Framework

* Role of Media in

Variable shareholder
activism

e Shareholder
passiveness

Dependent Variable

Independent

Figure 6 : Conceptual Framework
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2.17 CHAPTER SUMMARY

This chapter analysed and discussed the existagtiire on the subject on shareholder
activism. From the literature reviewed sharehoklgivism has been tackled from many
angles. As such they are motivators and drivershaieholder activism which may be
socially driven or financially driven shareholdetigism. Shareholder activism in other
jurisdictions has also been analysed with thededigtions such as the UK, Nigeria and
South Africa having codes and principles that enage and promote shareholders who
are active. The theoretical framework underpinrtimg concept of shareholder activism
was also discussed which included the agency thebing Regulatory landscape has also
been highlighted whether it promotes an enablingirenment for shareholders and
management to actively engage with each other. alyais of the different types of
shareholder activists was also highlighted and dliféerent forms activism. The
relationship between shareholder activism and gatpagovernance was emphasised and
concluded that shareholder activism is an importacdrporate governance
mechanism.The realisation that shareholder actiyidays a major role in corporate
governance has led to an environment that is comeltic activism in most jurisdictions.
Thus shareholder activism is an old concept. Howav&imbabwe its extent needs to be

explored further. Chapter 3 introduces the researetinodology underpinning the study.
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CHAPTER 3: RESEARCH METHODOLOGY

3.1 INTRODUCTION

The main purpose of this chapter is to criticalligcdss and present the research
methodology used and utilised by the researchénisnstudy. This includes the research
design, philosophy, strategy and the study pomraand sample and the sampling
techniques. The research instruments used will lmésmtroduced including methods of
data collection, processing and data analysis.hEurtore in this chapter the research
limitations, ethical considerations and data criitibwill also be outlined. The purpose
is to link the research methodology with the resleabjectives in addressing the research
problem as outlined in Chapter one. The study usedepth interviews to assess the
nature and extent of shareholder activism as aocatp governance mechanism in
Zimbabwe companies listed on the stock exchange. dpproach was considered to be

effective as it examined issues in depth from déifie perspectives.

3.2 RESEARCH DESIGN

The purpose of the research design as aptly stagdSaunders, Lewis and

Thornhill(2000) is to collect evidence that woultloaw an answer to the research
guestions by the researcher. This is through aothgdr definition of steps undertaken for
the research to have valid findings. Hussey andseyu§1997) and Saunders et al., (2000)
both state that they are many alternatives to reBedesigns. These include using
surveys, grounded theory, action research, useasé tudies, and the creation of

experiments.

3.2.1 Research Philosophy
In the study a choice between two main alternatofessearch philosophies was made,
the positivists (quantitative) and the phenomenokig(qualitative or interpretivist)

philosophy as illustrated below.
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Research Philosophy

Figure 7: Alternatives of Research Philosophies:
Source: Tobin (2006)

Phenomenological

Research

This study used mainly the interpretivist philosppdis a qualitative approach. This
consisted of an inductive approach and involvedectbn of data and arriving at a
possible conclusion. According to Saunders et(2009) qualitative (phenomenological
or interpretivism) approach makes an assumptiahttie social world consists of many
complexities difficult to be assessed on set ppies or laws normally used in the
physical sciences which has the probability okeepg the rich insights given in a
complex social world. According to Easterby, Treognd Lowe (1991) they state that a
research philosophy relates to the belief about haermation about a phenomena
should be collected, examined and used. In thisareh a phenomenological philosophy

was used as opposed to the positivist philosophy.

Phenomenological research is in describing anrexpee that is lived of a phenomenon.
According to Welman and Kruger (1999) phenomenalisgare mainly concerned with
the social and psychological phenomena from pespetspectives. Thus according to
Greener (2008) an interpretivist researcher’'s nam is in seeing the world as it is
through the eyes and lenses of the people orcpaatits under study so as to allow them
to have many viewpoints and perceptions of thetyesl the world than the positivists’
one reality. According to Kothari (2004) a qualiat methodology generates and
produces resultsin a non-quantitative form or i#oran which is not subject to rigorous
guantitative analysis. On the other hand this emts$r the positivist philosophy which
only provides for objectively verifiable and obsame facts which are the only

acceptable subject of study. Thus according to Mgham, Massingham and Diment
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(2012) they argue that positivist researchers mamintain objectivity of their data by
mainly distancing the positivist researchers frdra tlata. They discover the reality or

certainty of the phenomena which is under invetibga

The concept of shareholder activism suits wellualjative research. This concept deals
with the subjective interpretation of the variousople and shareholders involved in
shareholder activism. Shareholder activism in itsnosocial setting when fully

implemented it reflects the reaction and subjeatinderstanding of the people involved.
However the quantitative approach can also be tes#us study where necessary, where
the researcher is concerned with quantitativelyfiabte and evident facts.However there
is no single methodology of research which is funéatally better or superior than the

other as these methodologies are unique in theirregard (Kaplan and Duchon, 1988).

3.2.2 Research Strategy.

According to Saunders, Lewis and Thornhill (20083earch strategies involve surveys,
case studies, grounded theory, and ethnographyaetioh research. A case study has
been defined by Robson (2002:178) as quoted umd@&as et al (2009) as consisting of
having a strategy that is used for engaging in seaeh and involves practical
investigation of an existing real life aspect ia lived and natural context. Further the
case study strategy is mainly used in used in egpty and exploratory research.A
distinction is made between four case study stregegs amplified by Yin (2003) quoted
in Saunders et al (2009) as consisting of a siogde study as opposed to case study with

a multiple approach and a holistic case study pae®ed to a multiple case study.

This research adopted the form of a multiple casayswhich analysed companies listed
on the stock exchange with a particular focus enBaverage Sector, Banking Sector and
the Tourism sector. The study can be generaliseothter sectors of a similar nature.
Issues were analysed in greater depth and proadeders to the what, why and how
guestions (Saunders et al, 2009). In this studyhlipfe case study involving more than
one case was used. The reason and rationale fog asnultiple case study was the need
to focus on whether the findings of the first cammurred in other cases and as a

consequence the need to generalise the findings.
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The organisations were selected for the case sturdyarious reasons including a wider
shareholder base which may generate much sharefamitildsm. Again the multiple case
study strategy was also important as the reseavehieted to gain a deeper understanding
of the context of the research and the processeg beacted. The researcher also had a
particular interest on the issues at hand and iplemd in one of the beverage

organisations as such shareholder activism is ahnmnterest.

Myers (2009) also states that qualitative researethods and data sources also include
observations, participant’s observation, intervieasd questionnaires, and also the
researcher’s impressions and responses. Accordii@@plan and Maxwell (1994) they
state that the main aim of having an understandirggphenomenon from the angle of the
participants in relation to the particular socialdainstitutional context is lost mainly

when textual data is quantified.

3.3 Population and Sampling Techniques

According to Collins and Hussey (2009) they defen@opulation as a body of people
under study for statistical purposes. Whilst actgydo Coldwell and Herbst (2004) a
sampling technique refers to a procedure undertakerthoose subjects from the
population in such a way that the respective imbligl adequately represent the

population.

3.3.1 Population

Patton (2001) argues that a population consistallahe objects that are under study.
Thus the target population for this study consa$tsompanies publicly listed on the stock
exchange. At the time of writing this dissertatiibvere were approximately (66) listed
firms on the Zimbabwean stock exchange and theylassified into (18) sectors. Such
classification is done by the Zimbabwe Stock ExgearHowever three sectors were
chosen that is the beverage sector, banking anttinesm sector for the purposes of this
study.

3.3.2 Sampling
Sampling is a procedure undertaken to select sisbfeam the population in a way that
the individuals satisfactorily represent the popataand to bring out conclusions about
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the population under study (Coldwell and Herbs4)0 According to Saunders, Lewis
and Thornhill (2009) a sample is usually ideal as)pared to the whole population as it
is less expensive to observe a part of the populainder study rather than the whole
population under study.

3.3.2.1 Sampling Methods

According to Saunders et al., (2009) states thaptes may consist of probability or non-
probability samples. Thus in probability samplesr¢his a possibility of an individual

being chosen from the population and the probghgitknown and identical for all the

individuals. In non-probability sampling the prolddad of each individual being selected

from the populations is unknown. According to Leamyd Lemeshow (1999) probability

samples comprises of simple random sampling, ateatifed sampling; systematic

sampling, and further cluster sampling. Non prolighsamples are those grounded on

the following techniques: convenience samplingtgeampling and judgment sampling.

3.3.2.2. Sampling Techniques. Judgemental (PurposivSampling

To select participants in this study non-probapititirposive sampling was used to select
participants in the study. This sampling methodve#id the researchers to select
participants that could best answer the researdstgun and addressing the research
objectives.Participants and informants selectedevierowledgeable about the study in
guestion with informative insights and views inte tresearch area. The researcher was
working with an informative small sample this prdveo be an appropriate sampling
method. According to Saunders et al (2009) judgaleptirposive sampling cannot

produce samples that can be a representative pbjndation statistically.

The sampling technique used was the purposive angimental technique in that the
participants were regarded as knowledgeable inudgog or responding to questions
raised. This also involved the selection of keyinfants within the companies listed on
the stock exchange. Key informants were particgpavith the information or the know-

how of the subject in question. These includedrimémnts from, the regulatory authority,
Company Secretaries, Shareholders, board membenkemanalysts and the media.

Board members had varying experience as they satnumber of boards on public listed
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companies and shareholders also had varying imgerasd investments in listed

companies. As such they provided rich informatiarttee subject under study.

Thus these key informants from the beverage, touasd banking sector constituted the
sample population for the study. These sectors alesses so as to get varied data on the
nature and extent of shareholder activism in thes®us sectors. The sample size mainly
consisted of at least one company secretary chawémn each of the sectors
represented.The sampling technique used was algmgive and judgmental in that
participants’ were regarded as knowledgeable iringaa discussion and responding to
guestions that were raised in the data collecfidre sample population for this study
consisted of sixty six companies listed on the lstegchange comprising of eighteen
different sectors.

Company secretaries are custodians of corporatergamnce standards and maintain the
shareholder registers in public listed compani@siey also act as a point of contact
between company’s board of directors and theiredt@ders. Securities Commission is
mandated in terms of the law to ensure investorca&ihn and shareholder awareness
education. The media has also been vital in infoghihe public on shareholder activism
and reporting on annual general meetings. Board beesnare also custodians of
corporate governance standards and are mandatee Biiareholders to run the company
efficiently. Shareholders are crucial as they emsbat checks and balances are kept in

check towards the board.

3.3.3 Snowball/ Chain Sampling

This method was also used greatly where key infatsmalso referred the researcher to
other likely key informants in this research. Tlhe researcher was able to interview a
number ofboard members and shareholders who maiffimult to access due to their

tight schedules.

3.3.4 Choice of Participants/ Informants

According to Holme and Solvange (1997) the authstates that when doing interviews
the choices of participants should not be randotrsygtematic using the researchers own
formulated theoretical and defined criteria. Thetipgpants chosen possessed deep and

comprehensive knowledge in the subject matter tdré@st. The aim of the chosen
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sample was to conduct interviews with a samplé&eyf informants on the other hand
taking it account the researchers time limitatiand at the same time not sacrificing the
depth of the interviews. A total number of 21 pap@ants chosen from the three different
sectors were thus considered as being an appeprniahber because in this research it
allowed in depth knowledge and at the same timeayather insights from a variety of

different sources. The following key informants eiehosen.

Table 1: Information Provided by Key Informants

KEY INFORMANTS INFORMATION PROVIDED

Shareholders : ¢ Information on shareholder awareness and
Minority 8 activism/ apathy.

Majority

Regulatory Authority (SEC) 1 e Involved with investor relations and

shareholder awareness.

Directors 3] * Experience with Shareholders

* Encounter shareholders on a frequent basis.

Media 2 * Role in reporting on shareholder rights and

Annual General Meetings.

Company secretaries 3 * Have aregular encounter with shareholders
Company Secretary /Lega

the face of the corporate governance when

Advisor dealing with shareholders,

* Maintain the shareholder register.

Market Analysts 2 |« Involved with analysing the financia

markets focussing on shareholder activists.

3.5 Sources of Data

The researcher used primary and secondary souirdesaoin this research.

3.5.1 Primary Sources

Zikmund (2003), states that primary data is rawadatt is mainly collected for the
purpose of the study at hand. Primary source & damsists of documents or records that
contain first-hand information or original data amparticular research area or topic. This

includes primary sources of data collected fromrpals, interviews, newspapers,
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magazines. These were utilised in this researchsamd structured interviews were also

used as a source of primary data

3.5.2 Secondary sources of data

According to Cooper and Schindler (2001) secondsmyrces of data are mainly
interpretations of primary data. These can be ialeor external to the organisation and
includes financial statements, reports and datashdsxternal sources may include news
reports; survey reports form the stock market. €hsesirces may exist from publications
or relevant to the study at hand but not gainedipally for the purposes of the study at
hand. In this research annual reports of the commpamder study were analysed so as to

get any trends and reports on shareholder activism.

3.6 DATA COLLECTION PROCEDURE(Research Instrument (s))

Research instruments are the tools which are ugdthéresearcher in collecting data
(Luck and Rubin, 1987). For the purposes of theeagch the researcher focussed on
datarelevant to the research objectives and thee wias classified by source. Data was
collected from websites of the companies listedhenstock exchange, annual reports and
published reports of the companies. According teeBe (1994) he states that various
methods are used to collect empirical material saghnterviews, questionnaires and
observations. In this study a mixture of qualitatresearch methods was adopted so as to

provide an informative and broad account of theaiesh.

3.6.1 Archival Research

This research also made use of archival researtla atudy of documents. Saunders et al
(2009) further argues that archival research, gcaf an administrative nature, and
documents as the main source of datahis study archival research was done so as to
get an understanding of the company’s shareholdactare and their relationship with
shareholders. Thus the annual reports were perased statements issued by the
respective companies giving rise to patterns thaérged from this study. Archival
research was useful also useful in formulatingitiberview guide as issues that emerged

from these reportswhich were also clarified from participants.
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3.6.2 Semi Structured Interviews and In Depth Inteviews.

According to Silverman (1993) he states that qati¢ research can be best carried out
through observations, analysing texts, interviawsording and transcribing data. Further
the author states that interview questions thaseedardised are proper so as to increase
research reliability and authenticity. In this stuglialitative interviews were used so as to
get deep insights about the informants’ experienttesr impressions and interpretations
of social occurrences around them on shareholdisan.In this study in depth and semi
—structures interviews were used in order to obdaita from the selected participants. In
this research an interview guide was made use afnisucting interviews with the

selected participants.

According to Saunders et al., (2009) this involtles researcher constructing a set of
guestions which will guide the inquiry into the easch. Further semi-structured and in-
depth interviews allowed for probing by the intewer so as to get detailed information
and understand specific meanings and concepts péreg by the informants. However
new and emerging issues could be pursued that marenitially part of the interview.
Further the questions from the interview could badified and the researcher was not

mandated to follow any specific order.

The interview guide was used in conducting thedptd interviews. Thus questions were
structured as some were closed and others werearuksd questions which were utilised
in order to obtain extensive and rich resporis@® the participants experience in
business and personal opinions on shareholderismtiunrestricted from fear and bias.
The interviews ranged an average of sixty minus#sce some of the respondents were
high profile individuals with experience in corpt@agovernance issues they made deep
insights and rich comments on shareholder activispublic listed companies. Thus the
researcher was able to clarify any unclear questiorthe participants and also be given

clarification on unclear responses.

The interview guide provided a defined structuréhminterviews conducted and allowed
similar data to be collected and emergent themés tiscovered. Audio recording of the
interviews was done so as to ensure that all thee Was captured and could be analysed

later. Transcribing of notes was also done to enallrelevant information was captured.
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3.6.3 Non Participant Observations.

During the course of this study the researcher al@e to attend two annual general
meetings of the beverage and tourism companies ssdoaobserve and have an
understanding of shareholder activism in this cant€his was a helpful method as the
researcher was able to triangulate the data freenvilews, the literature reviewed and the

observations.

3.7 DATA ANALYSIS

In analysing the qualitative data, the researclssduhe written notes and the audio
recordings extracted during the interviews. Theserewconsequently transcribed
verbatim. All the data was summarized and lookerbsz to identify the common
issuesrecurring and identifying main themes thahrearized all the views that the
researcher collected. The interview guide formualdtem the research objectives and the
research questions was used to categorize thensspoto themes. All the data gathered
and the data categorization was also aligned \Wwithconceptual framework formulated in
Chapter 2. Data was also coded by writing codethermargins of the transcript. Data
was also taken out of extracts from their origioahtext and was put with other data of a
similar nature on the same issue so as to lookp&tterns across the data. Thus the
patterns and relationships under the themes wasattie of this research report.

3.8 Research limitations

Qualitative research allows the researchers torbsept during data gathering as such
this was a limitation as it might have affected gagticipant’s response. To overcome
this researcher was sensitive to the needs ofniieeviewees by being non-judgmental
and having an interest in their views so that thierview was not an interrogation.

Participants had information that they consideretld confidential as such they were not
at liberty to disclose such information and theiomaymity would be protected. However

the researcher in gaining the confidence of théiggaants had to explain to them the

ethical issues that relates to privacy and confidkty which the researcher was

mandated to observe. They were also assured isatetearch was mainly for academic

purposes.
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3.9 Research Ethics and Data Credibility

3.9.1. Research Ethics

In this research ethical considerations were takém account in data collection and
interviews. According to Cooper and Schindler (20(b&y define ethics as the standards
of behaviour that guide people’s moral choiceshm way they conduct themselves and
their relationships with others. Saunders et aD@@rovides the main ethical issues that

normally arise at each stage and duration of theareh project. These include:

1. Rights of participants to freely participatetie research and to freely withdraw from
the interview process.

2. Guaranteed privacy of the participants in tlseagch study.

3. Guaranteed maintenance of- confidentiality of tlesearch data provided by the
participants and anonymity of the participants.

4. Taking into account the responses in the wayrésearcher collected data including
but not limited to protecting participants from &ty, embarrassment, discomfort and

harm.

In this study permission was sought to carry oatdtudy for academic purposes from the
relevant informants. Authority from the employersivalso sought in this regard. The
researcher is employed in the beverage sector asalbse working relationships in the
tourism sector and withthe relevant stakeholderslimg with corporate governance
issues. Thus this assisted in easing the probtelasng to access the required data and
to the participants. Again the snow balling teclmeiqvas useful in gaining access to the
required participants.The objective of the studyswa#so explained to participants who
were informed also of their right to participate time study. During data collection
permission was also sought from the participantda@udio recordings, the reasons for
audio recording and the assurances of deleting retordings after the completion of the
research. Participants were also informed thatirtfemation will be kept confidential

and their anonymity protected.

3.10 Data Credibility
According to Joppe as cited in Golafshi (2003jatelity is expounded as the degree to

which the findings of the research are consisteat a specified period
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3.10.1 Reliability and Validity
Reliability and validity are relevant to researchtlaey assist to define the strength of the

data.

3.10.2 Reliability

According to Saunders et al., (2009) reliabilityncaso be assessed whether the same
conclusions in the research can be reached by o#isearchers and the extent of the
interpretation of the raw data. Again it can beedw®wined and assessed through the
measures utilized by the researcher if they give thame results on other
occasions.However in qualitative research accordin&itchie and Lewis (2003) they
state that qualitative research replication mayb®achieved since the research findings

are a reflection of the reality of the situatiortta time of the study.

3.10.3 Validity

According to Saunders et al., (2009) validity reféw the correctness or precision of a
research finding. Thus validity makes a determoratin whether the research correctly
measures what it was supposed to measure or hawectigrand truthfully the research
results are. According to Ritchie and Lewis (200@lidity is categorized in two
dimension i.e. external and internal validity. Téfere internal validity denotes to
whether the researcher is researching what thawy ¢tabe researching. External validity
refers to the degree in which the research findoegs be applied to other settings or to

groups within the population.

To increase validity of findings in this reseamhdence was sought from a wide range
of sources and comparing the different findingsfahe sources. Semi structured and in
depth interview was used to get data from the wariparticipants. In formulating the

interview guide the questions were aligned to tkeearch objective and research
guestions. The interview guide also ensured valiitd reliability of the responses as the
interviews were guided by the interview guide. Eualio recordings, written notes and
the transcribed documents were carefully analy§éuis validation of the research

findings was also justified using the various reskeanstruments and research designs.
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3.11 Chapter Summary

This chapter presented the research methodologllyséhe researcher in this particular
study on the extant of shareholder activism in Zbwe. This research was underlined
by the phenomenology interpretivist approach areddgnalitative research design using
the multiple case studies was used in this studys Tas presumed to be a better
approach as it allowed an expression of participamews and attitudes in relation to the
research study in question. Data collection methetiscal issues and data reliability and
validity were presented and justified.
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CHAPTER 4: RESEARCH FINDINGS AND DISCUSSIONS

4.1 INTRODUCTION

This chapter specifically presents the researctiifgs and their discussion. The main
purpose of this study was to investigate the nattoem and extent of shareholder
activism as a corporate governance mechanism irbatmve public listed companies.
The research was carried out using the interpsttiyualitative approach and a multiple
case study strategy to explore the study in gredé&tail. In this research in depth
interviews, non-participant observation was usedambination with the use of archival

or documentary research.

The interview questions were structured aroundntiaén study areas which were linked
to the study objectives and the research questiimsse areas are as follows:(i) Nature,
form and extend of shareholder activism in pulteld companies, (ii) Motivations or
Drivers to Shareholder Activism in public listedngpanies (iii)Effectiveness of the
Regulatory Framework in Ensuring Shareholder Astivi(iv) Shareholder Activism and
the Agency Problem (v)Relationship between shadshroblctivism and its impact on
corporate governance standards in public listed peomes (vi)Strategies that can be
employed by public listed companies to use shademokctivism as corporate
governancetool and its effectiveness.Thereforeethresearch findings are discussed
around these major areas in relation to the cooneédtamework and the literature

reviewed on shareholder activism in public listechpanies.

4.2 Sample Description.

In this study collection of data was achieved tigloin depth interviews with a purposive

sampling of 21 Respondents from public companistedi on the stock exchange
specifically the Beverages Sector, Tourism Sectod @he Banking Sector. The

informants consisted of shareholders, market atsg)ythe media, company secretaries,
regulatory authority and board members. The paditis were selected as they have
varied experience in corporate governance issueselilf making rich and in depth

comments on shareholder activism in public listemnpanies. The chosen sample

consisted of two females and nineteen males. Tdg#s ranged from 30 years to 55
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years. The level of education ranged from degreedstgraduate level. They had
servedin their respective and other various cajgacitom periods that ranged from five

years to thirty years.

4.3 RESEARCH FINDINGS

The following sections will deal with the resultistbe study as far as the objectives of the
study are concerned. In conducting the interviewh warticipants use was made of the
interviewguide as a tool so as to get responsdbedefined themes that were aligned to
the researches questions and the study objecMasous questions were asked under
each theme and confirmation of the responses was ttwough archival research where

necessary.

4.3.1 Objectives on the nature, form and extent ashareholder activism in public

listed companies

A key finding inanswering the nature and extenslafreholder activism in public listed
companies , participants highlighted and sharednanton view that the nature form and
extent of shareholder activism in the Zimbabwe ewnis mainly affected by our capital
and financial markets which are generally “smdliinderdeveloped” and “inactive”and
affected by market liquidity problems to create muanticipation for shareholder
activism as a corporate governance mechanism aspared to other jurisdictions
(P1ED,P2NED, PANED, PMA18, PMA19,P6CS,P7CS). PMAfBy stated that “When
we talk of shareholder activism in Zimbabwe we neetbok at the size of our market
which is generally small such that effectively #hés not much generated in terms of
enthusiasm on issues of shareholder activism aspam@d to other markets....lt is
happening but not to such levels as those in the WH&A, China or South Africa but we
need to be prepared ...... as we are seeing it grgderakerging ....".

However according to Coffee (1993) they argue tlmaporate governance is impaired
and hampered by market liquidity problems. Paréinip in this study were generally
aware of the concept of shareholder activism inipdisted companies and endorsed this
concept as a slowly emerging phenomenon which d¢ammaegnored. They expressed a

wide range of opinions on the meaning of sharema@davism. Participants viewed it as
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mainly consisting of shareholders as owners who peceive that the actions and
behaviours of the directors are believed to bedtisfactory”, and were they have “failed
to execute their duties” in protecting shareholdatue. Thus shareholders may take
appropriate action in asserting their powers asevsveffectively influencing company

behaviour and strategies through active particiypati

From the findings participation by minority sharédeys meant to them attending AGMs
without making any contributions. However they fheae myriad of challenges in fully
participating effectively. The majority shareholsl@r investors in AGMs would protect
their own interest at the expense of the minoritgreholders. Participant P16MS stated
that “....... to me shareholder activism implies thodeovhave invested in a firm, who
take interests and participate and see what's mapgpeén it........ But you know business
issues are too technical for people like us at sime do not understand some of the
issues being tackled and their consequences....theritpashareholders are always
leading at our expense.” Participant P14MS aldd SRarticipation involves attending
the AGM.....they do send us the AGM notices........... lvénaattended most
AGMs......... This is the only time you get to meet theedtors and hear what they have
to say but as minority | cannot influence any decismade by virtue of me being a

minority”.

PMNS16 “ | feel as long as the company is doinglaet | receive my dividends that’s
good enough for me...... | just attend AGMs so as tor velaat the management is
saying...so | believe my participation can be saith¢omy presence. | have not had the
guts yet of asking questions as the environmenthich these AGM meetings takes place
is too serious and formal. It is like they evergposal they are saying is accept it whether
you like it or not.” Thus minorityshareholders tt@ncept of shareholder activism is only
relevantto majority shareholders in AGMs; howeuvewas a platform where they felt
ineffective in shareholder activism.

However with the majority shareholders they werehaf view that they looked at the
long terms value of the company and were not tteereanage the companies they would
have invested in but to ensure that their rights @rotected, by managers who are
stewards of their shares. (P11MJS, P12MJS, P13MNB)e particularly P11MJS aptly

stated that ....... in the context of majority sharetess, shareholder activism is not about
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having that energy to interfere or to manage thepamy as this is what executives are
hired for. ......But we are there to ask them...err ekges because they are our
stewards to act in our best interest...... remember nedamg term shareholders and we
want a long term sustained value....so activism iodgaand keeps them in

check...especially when it comes to corporate goveraassues.”

A finding from the study from the participants wiit shareholder activism was also
dependant on the corporate practices, compliandéeveds of corporate governance and
the targeted firm’s financial performance. Whegoorate had high levels of corporate
governance it was unlikely to attract much shamolctivism. Participant P8SCSLA

stated that “OurCompany has international investweshave no option but to have strict
corporate governance standards entrenched in oporate philosophy hence we do not

attract much negative attention from our shareheide

Participants had a remarkable common view of thgperiences especially relating to
annual generating meetings and extraordinary gkyerseetings where shareholders
approved any proposed resolutions without probirapagement on the meaning and
consequences of these proposals. Participants ynamated that AGM and EGM

meetings mainly constituted “shareholder non-pigditon” and “apathy” on the issues
put on the agenda at shareholder meetings. Thwetsliders particularly minorities were
taken to be “inexperienced”, “simple”,“unsophisted’ and generally unaware of their
rights (P2NED, P5NED, P6CS, P7CS, PMJS 11, PMN813REG, P18MA, P19MA,

P20MED, P21MED). P2NED stated that “Shareholdepe@ally minority shareholders

in our Zimbabwean environment are generally inelegpeed, their attendance to general
meetings is largely low, and even if they attendyttdo not even attempt to ask
management on meaningful questions. They do nowkhat they have the right to probe

management where they feel their interests aregladiected......

Further a finding from the participants’ was thae tAGM meetings and the EGMS were
too “formal”, “serious” and of “shorter duration”such that issues were not explored in
detail. At some instances management were nottabéxplain to the shareholders any
proposal they would have put on the agenda. Duttiegperiod of this research, the
researcher attended two AGMs of public listed comgesmand observed the formality of

the AGMs proceedings and shareholder passivenessheanorm. However participant
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P18MA, P19MA, P20MED, P21MED were also of the vidvat recently shareholder
activism has taken a new shape exacerbated bydlleiziation of the economy where

shareholders whether minority or majority’s powan ©o longer be under estimated.

Participant P21MED elaborated that “the AGMS, EGdlyester year have taken a new
shape...Yes previously passivity was the norm becatisarious factors, now that we
are in a dollar economy shareholders now want aevér their investments. It is no
longer business as usual and management havepiepared in all their annual general
meetings. We are seeing a new wave of sharehotdieisés who are brave enough to
guestion management.” Further another finding ftbenresearch was that due to the fact
that some AGMs and EGMs are normally held in tlgital cities as such some
shareholders were not able to attend such meeading$o distance from the venues. They
were also not aware of their right to use a praxthie event of their failure to attend the

meetings where their opinions may be taken intoaat

On the otherhand minority shareholders’ common gqaron was that they could not
meaningfully participate in shareholder activisnthe listed companies due to the small
amounts of their respective investments and tlaek bf financial muscle to effectively
engage with management. PMNS13,PM14NS , PMNS 16MRS also stated that due
to the information asymmetry between them and thgnty shareholders who normally
have access to non-public information they areabt¢ to know what’'s happening in the

companies. According to participant PMNS13:

As much as we want to participate in holding manag® to account there is so
much information lacking from our side. Some majbareholders are able access
non-publicised information from management becaxfstheir status of being a
controlling shareholder. Look at the banking sectarso many corporate
governance mishaps happening, insider loans wiietcontrolling shareholders
are benefiting from. So in this case how can weadffely bring management to
account when we do not have information? Look av kiwe financial statements
are presented, negative information is hidden fusnminority shareholders....but
you hear tomorrow that this bank has been closéthgefinancial statements are
reading otherwise. We do not have proper infornrmaitiothe companies in which

we are investing. AGMs are just talk shows and wwdlressings platforms as
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decisions are already made by majority shareholdéus are already privileged

with non-public information.

Participants were agreeable that shareholder activiould not be effectively achieved
where there is information asymmetry as sharehslddy not have the necessary
information which may enable them to effectivelygage in activism. P1ED stated the
“where there is information disclosure this reduttess corporate governance misnomers
we are experiencing in our country...shareholdersahte to probe management when
they have adequate information at hand.” Thus aaegrto Tricker (2010) information
asymmetry, lack of proper disclosure has been amh@jdrance to corporate governance

standard and shareholder activism globally.

It was also a finding of this study that managemedsb faced difficulties as regards
balancing the interests of shareholders especiaith director/s who maybe
representative of a particular shareholder’'s imstsrenormally referred to as “a
representative director/s”. This view was shared F§fD, P2NED, P3NED, P6CS,
P7CS, P8CSLA and P18REG. According to P2NED hedtiuat:

“A director representing a particular shareholdeadoard who maybe a majority
or controlling shareholder usually safeguards thgrticular controlling
shareholders interests. Thus this representatreetdr, to take into account other
interests of minority shareholders is usually ingdole. Thus we have a problem
here.....being a representative and trying to balafidbe interests of the various
stakeholders....".

From the research findings the participants’ commiews and opinions on the form of
shareholder activism were mainly in the form of @aingeneral meetings, engagement
and dialogue with directors particularly by majgrishareholders. These where
highlighted as the major forms of shareholder #ativin listed companies P1ED,
P2NED, P5NED, P6CS, P8CSLA, P17REG, P18MA, P20ME® R21MED. This was
mainly attributed to the fact that annual generaktings are made compulsory under the
Zimbabwean company laws as such this is a majafopha of interaction between
management and shareholders. However the parttsipaainly highlighted that the main

reason for these forms of activism could be attauo the values, principles, beliefs and
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socialisation of Zimbabweans as part of their aeltu Zimbabweans’ are generally
perceived to be more reserved in questioning andipg those in management and the
board culture in turn may not be receptive to shalder activism (P12MJS, P13MJS,
P16MNS, Pl17REG, P18MA, P19MA, P20MED and P21MEDurtlier some
shareholders in Zimbabwe have also been knownnrgpbowith whatever decisions are

made by management. As one participant aptly sthethfluence of culture:

P4ANED: The way Zimbabweans have been cultured atidlsed traditionally especially

on the fact that they should obey their leaders roidquestion their decision making
power has also been extended to the business ar@has.out of respect they prefer to
engage and be diplomatic and not question the atytlad leaders in public fora such as
AGMs. When they do that the situation would haverbaot been managed at its early

stages”

However other participants had differing views lasyt attributed this to general lack of
business acumenship, lack of knowledge on sharehaights and due diligence on the
part of both majority and minority shareholders whibto bring management to account
(P6CS, P8CSLA, P11MJS and P15MNS). Other parttgpalso stated that some
shareholders have effectively used their votinghtagpositively in annual general
meetings, they also have paid due regard to theposition of the board and issues of
compliance to corporate governance standards. (PRBNED, PANED, P7CS).

Ininvestigating the nature, form and extent of shafder activism in Zimbabwe public

listed companies, management’s attitudes, reagcti@micipations’ perceptions to

shareholder activism was investigated so as to aawenderstanding of how management
dealt with the various forms of shareholder achiviand their diverse demands. On
managements attitudes towards shareholder actthistfollowing was deduced from the

participants. Management’s reaction to shareho@i#ivists varies from company to

company depending on the culture and attitudeshef loard towards shareholder
activism. These were classified as “positive” oredative” attitudes. Management’s

attitudes and actions were also classified as bepagtive or proactive. Management
could also resist the shareholder demands or tleeydvmplement them.
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A finding from this study was the general commomcpption among the shareholders
was that that the board’s reaction to shareholdgvism to a greater extent was hostile,
defensive and unwelcoming. However management'stimato shareholder activism
was largely depended on whether the proposals madelegitimate and represented the
entire shareholder interests for instance compdiaioccorporate governance standards.
According to participant P11MJS stated that:

Our query in the AGM was in the board compositidilme directors were actually
incensed from my view...a lay person raising suchiésswith no industry knowledge
criticising them on their failure to have a propeard composition ...they were actually
hostile and defensive but eventually they givdtis.common that in companies they do
not welcome shareholder who may be active as wearegte a lot of noise. We had to
doiit...

However management’'s perceptions to shareholdévisant were generally that they
would resist or ignore shareholder activist, orytiveould cooperate and adopt the
proposal made by shareholders. However ignoringesiodder activism usually posed
and escalated problems to litigation and mediantatte which companies try to avoid.
(P2NED, P5NED, P7CS, P8CSLA). Participant P1NE@Dest#hat: “As management our
attitude is that we do not ignore sincere concénats are raised by shareholders. We run
the businesses on their behalf obviously in thaterests but we try as much to address

their concerns if they are legitimate”.

Thus from the findings shareholder activism in Zabtve is still emerging and is yet to
find its way in most public listed companies whoséanot yet embraced the culture of
shareholder activists. The participants also ntitetl in Zimbabwe there is a remarkable
lack of activism by pension funds and insurance games who have maintained a low
profile. This is due to the fact that they are magbareholders as they already have

existing and likely business potential in the comesa they would have invested in.

The study revealed that participants understoodctimecept of shareholder activism.
However various factors are impeding on the effectess of shareholder activism in
Zimbabwe. These factors range from lack of shaddrohwareness on their rights, lack

of financial muscle of minority shareholders toeetively engage with the management,
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a culture of passiveness among shareholders anoa lwulture which has not yet
embraced shareholder activism. The main forms wfiam are shareholder dialogue and
engagement and participation through AGMs. Furthersize of our financial and capital
markets are not yet conducive and do not generatehnanticipation in shareholder
activism issues. Information asymmetry and lackpodper disclosure by firms was

another contributory factor cited as an impedimergffective shareholder activism.

4.3.2 Motivations or Drivers to Shareholder Activisn

The study also sought to investigate the motivatiand drivers to shareholder activism
in Zimbabwe public listed companies. A finding frotimis study participants in this
research shared a remarkably common agreemerghtaegholder activism in Zimbabwe
was mainly driven by non-compliance to corporatevegpance standards and
economicfactors. This arises in instances whereagement proposes for share buy
backs thereby failing to pay a dividend despite cbmpany making substantial profits.
Participants agreed that non-payment of dividendquds were an important aspect that
generated much shareholder engagement in Zimbabw@GQMs (P1ED, P2NED,
P5NED, P6CS, P7CS, and P8CSLA). The reason advaberd) that shareholders
always seek for a return on their investment. Alifig from this study was the case of an
institutional investor NSSA and Government as mgjoshareholders in Zimbabwe
Financial Holdings Limited Bank debated on a sge@aolution to be passed on the
AGM where directors were seeking the approval efsholders for a share buyback. The
directors justified their position stating that yheeed to recapitalise the company’s
subsidiaries. P11MJS stated that:

Companies are in the habit of declaring profits thety always talk of share buy
backs. They do not explain to us why. When we asly are defensive and the
reasons they give are not even justifiable to us.least they should pay us
dividends and they owe us an explanation. We havested and we expect a

return on our investment.

P17REG confirmed that share buy backs was a dritoacept not understood by
shareholders as the effects and consequences @& Bhg backs are not explained to

shareholders. They were a major reason compareascapaying out dividends. Further
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P17REG stated that, ‘hence we are educating sHdersoon this we want them to be
aware of what this means and its effects. Howetenature reviewed therefore confirms
that dividend pay-outs are a major motivator faareholder activism (Gillian and Starks
2008).

The study also revealed that a major motivatorsfareholder activism was the issue of
non-compliance to corporate governance standarddicydarly irregular board
appointments, and board structure and its compesiti ( P1ED,
P3NED,P5NED,P6CS,P7CS,P8CSLA).These two aspectse weucial from the
participants view that board compositions relateshte independence of the board and
diversity of board members. An independent boamtidated by outsiders is considered
to be more cautions in monitoring behaviour of ngama and their decision making

abilities than a board dominated by insiders.

Participant P1ED stated that:
What causes most excitement to shareholders ibdhel structure and how the
directors are appointed. Diligence is needed. Latoknost boards in our country
theyare composed of people not appointed on metitdn a need to know
basis...this has resulted in poor corporate govematandards and companies
failing to sail through in this economy. On theatlside, look at the case in point
of RTG they were intense board squabbles, er npegprboard composition and
representation. The AGMs were heated up...but eviintie board composition
was rectified. It is one of those cases that yak lat and see that shareholder

activism is taking up shape slowly.

This position was confirmed through the archivaeach in the RTGs annual Report
(2012).0Other factors from this study that causearetiolder engagement also included
remuneration of directors, markets abuses andeangmding. The study on the other
hand revealed that shareholder apathy was attdiot¢he regulatory framework which
did not encourage an environment of shareholdéviset Further minority shareholders
lack the financial muscle to effectively engage shareholder activism participant
PBCSLA had this to say: Though the companies Aavides for minority shareholder
protection in certain circumstances, the processuimmbersome; very few minorities

pursue that route as they do not even have theyrorengage in litigation.....”
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Further despite the investor education awarenes3Hgy participants indicated that their
role was divorced from the targeted people as tr@ae was not being effectively heard.
Lack of incentives to shareholder to monitor boactions was also a major reason for
shareholder passiveness. (P14MNS, P15MNS, P6CSEDPpBMis also confirms the
literature argued by Bolodeouku (2007). A furtharding from this study from the
participants was that boards generally have createdvereignty power that cannot be
challenged attributed to the fact that shareholdelsgates power to the board to manage
the companies on their behalf. Where shareholdesscancerned with a constant
dividend pay-out they tend to passive (P8CSLA).sTiusummary shareholder activism
is mainly driven by economic factors such as dindipay-outs. Further irregular board
appointments and board composition are also trigggef shareholder activism.
Shareholder passiveness is also attributed toitegntives on the minority shareholders

to engage in activism.

4.3.3 Objectives on the Effectiveness of the Regtday Framework in Ensuring

Shareholder Activism

The Securities and Exchange Commission (SEC) egalatory body that regulates the
securities and capital markets in Zimbabwe and @inés major key functions is in
promoting investor education. (_http://www.seczimzev/about-secz/who-is-sécn this

research one of the objectives was to investigadeagsess the effectiveness of their legal
role in promoting investor awareness. Findings frtms study indicated that the
Commission in its endeavours to promote investocation and awareness was involved

in a number of initiatives which were articulatedgarticipant P17REG as follows:

Investor Education and awareness is in the forraoofal media, publication of
guarterly bulletins on shareholder awareness a@idsrion the SEC website. These
bulletins are also distributed in hard copies forelevant stakeholders. Further
articles on shareholders awareness and other ifisaleaffects investors such as
share buy backs are published in the Monday Hewaléh weekly basis. Their
main aim is to educate shareholders particularlgomiy shareholders who are

largely disadvantaged. @ The commission in its ewo@a to disseminate
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information on investor education has also parthexgh Universities and the
Ministry of Education so as to educate school gaihddren on capital markets.
Their presence in information dissemination is sateexhibition such as the ZITF
and the Agricultural show. As aptly stated by mapnt P17REG, that “we
realised an information gap on security marketZimbabwe. It is an area that
most people lack knowledge on and we want to tatggetyounger generation so

that as they are growing they are knowledgeabletadech issues”.

SEC has also partnered with the Ministry of Laband the Parliamentarians as an
outreach program on investor education and awaseridge main aim is to equip the
lawmakers on investor information and knowledg&urther a finding from this study
was that under the Securities Act, SEC establigiredhvestor Protection Fund whose
purpose is to compensate investors (both local argide) investors who experience
losses as a result of a licenced player by SECZ imhimable to meet their liabilities due
to malpractice, being insolvent or other reasormes€ losses may be directly linked to a
market player financially collapsing. P17REG statieat the fund is currently sitting at
six million five hundred united states dollars. Hoer participant indicated that so far

the fund has not been utilised yet.

It was a finding from this study that SEC’s otheajan role was to protect the interests of
minority shareholders who are largely disadvantdpedirtue of being them minorities
in companies. In this endeavour SEC is now attendw&Ms and EGMs of listed
companies so as to monitor on the protection ofestwdder rights. In this research a
finding from the participant was that SEC in itsdeavour to protect minority

shareholders may partner with an investor for cas®ns.

SEC instituted a case in the High Court of Zimbabtegether with the minority
shareholder. This involved theecurities Commission of Zimbabwe, and Ambassador
Mutsvangwa versus Lifestyle Holdings Limited and the Zimbabwe Stock Exchange.
The reason for instituting this case on an urgesisby SEC and protecting the minority
shareholder was that Lifestyle Holdings was seekingdelist itself from the Zimbabwe
Stock Exchange so as to list on the Mauritius Stégkhange. However the company
was in violation of listing rules, there was no fpeo disclosure of the Scheme document,

and there was no provision for satisfactory andgarable compensation for minority
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shareholders who wanted to be paid out in ternth@ijroposed scheme. Further other
shareholders, invested funds and legal advisaisisrcompany were all related parties to
Lifestyle Holdings such that there were no indemenadvisors to the transaction who
could also protect minority interests. SEC togethath a minority shareholder was
seeking to interdict Lifestyle Holding from holdiren EGM and a Scheme meeting.
Thus SEC was seeking for an order that the Zimba®wek Exchange had a duty not to
delist the shares until certain conditions were.rHetwever the case was not heard on the
merits and was dismissed as the court deemed tonae urgent. Majority shareholders
voted for the scheme together with the minorityrehalders who were not aware off the
transactions and consequences of this decisioresefdre this case is an indication of the
weakness of minority shareholders who are unawfatieged rights and a legal framework

that is not effective in ensuring protection of oities.

Thus it can be said SEC has made some stridesotegting minorities and ensuring
shareholder awareness. However much still need® tdone in investor awareness and
education. Despite companies listed on the stgckange collapsing due to a variety of
problems, including those provided in the Secwsifet minorities have not yet been able
to engage SEC to recover their monies through rikiestor Protection Fund. This is an
indication of lack of investor education and awasn On the other hand minority
shareholder participants indicated that there wewe aware of the role of SEC in
protecting minority rights and the Investor ProiactFund (P14MNS, P15MNS). They
indicated that if this role could be extended torfimg a shareholder association that

specifically looks at protecting shareholder rights

Participant P14MNS stated that “we have associgttbat represent various interests in
this country...why not have a shareholder associdhiahis overseen by the Commission
so that they work hand in hand. We have many minahareholders but if we have a
strong voice that speaks on our behalf things wilange for the better in these
companies. At least boards will not sleep on dutygeneral finding from this study was
the need for a Code for corporate governance fetedi companies that promote

shareholder awareness and rights.

The reasons advanced included consistency in thkcafon of corporate governance

standards particularly shareholder activism. #&ddally codes act as guidelines which
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can be followed (P5NED, P6CS, PSCSLA, P10MJS, PEMad P17REG P18MA) and
ensure that shareholders and management are awa#neiroobligations.According to
participant P2NED, P3NED and P7CS they had vgryiaws on the need for a code for
shareholder awareness and rights. They advocatddctdes were not necessary to
ensure compliance with corporate governance mestmaas this was not a guarantee to
compliance to corporate governance. P2NED apthedtinat “At times we tend to codify
a lot; companies need to be left to be doings thingtheir own appropriate way. The

reason being that if we are excessively rigid #msourages minimum compliance.”

Further participants in this research also inditatieat the regulatory framework as
regards shareholder awareness and rights is fragchefihe Companies Act regulates
company laws and has no specific provisions foredf@der awareness and rights. The
Securities Act Regulates securities and capitalketarand on the other hand the
Zimbabwe Stock Exchange Act regulates the stockaxge and provides for the listing
rules for listed companies. Thus participants dtdkat if they are an amalgamation of
these laws so that there are clear rules and tegudaon shareholder awareness and one

regulator who oversee compliance to shareholdatsignd activism.

Thus in summary the SEC is playing a major rolénirestor awareness and education.
However there is need to strengthen their capastyhis area is of major importance
especially on the Investor Protection Fund whicarty shareholder who may be
affected may take advantage of. Participants hipk#id the need for a code for
shareholder awareness so as to protect their sttekecode would provide standards for
both shareholders and listed companies to comgly en shareholder awareness. Further

they advocated for a shareholder association gpaesents the interests of minorities.

4.3.4Shareholder Activism and the Agency Problem/i2mma

Oneof the objectives of the study was to assessftbetiveness of shareholder activism
as a corporate governance tool to solve the agdibesnma. Further to investigate the
strategies that have been employed by public lismtpanies to balance the power

between management and shareholders in Zimbabwkc digbed companies. This
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section examined the role and effectiveness ofeslmdder activism in mitigating the

agency problem.

From the study the participants classified the agedilemma as consisting of the
principal and agent dilemma and the principal tagpal agency problem. The majority
of participants stated that where the interestmmahagers are not aligned with those of
shareholders. Shareholders take action so as tedseand align the conflicting interest
through incentives, share ownership schemes shaiene as a form of compensation.
PBCSLA stated that “if you analyse most publicelistompanies they have put measures
so that the interests of management are in liné@ wibse of shareholders. We have
shareownerships schemes for all our employees arhgement incentives. Further a
strict adherence to corporate governance is adhereshd a close monitoring so that

interests are aligned.

Further from the study, participants were alsogneament that shareholder activism is
alsoeffective in public listed companies as afoormitigate the principal agency problem
where shareholders insist on having independentrnoba, an independent board with a
large number of independent directors and non-dikecdirectors. Thus this finding is

confirmation with the literature written Byun andhikh (2013).

The study participants highlighted that in the Zabtve corporate governance discourse
the principal to principal agency dilemma was agswhere there is a conflict between
the majority/controlling shareholder and minorityaseholders. Controlling shareholders
usually do not act in the interests of minority r&lders especially where the
controlling shareholders may tunnel firm resouraed have related party transactions at
the expense of minority shareholders. This dilencoad be solved through shareholder
activism by minorities. However the lack of a ma®bd minority shareholder
representative was lacking in this jurisdictionrtlgant PCS7 stated that:

The problem with listed companies is that of chdlimge of resources by a controlling
shareholder, they have related party transactiothstheir associated companies for their
own benefit. Minorities are effectively prejudicédinorities do not speak with one voice
in such cases, they are fragmented and taken Ipyiseirand they do not have adequate

information. Lifestyle holdings, our banking secisra good example that comes to
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mind,it involves a lot of redirecting of resourcasd transactions that involved friends,
family, money somewhere else to benefit the coligolshareholder at the expense of

minorities who are not aware of what is happening”

In summary a lack of a coordinated shareholder rosgéion specifically for minority

shareholders in Zimbabwe that acts as a social mentpursuing a social agenda that
strengthens various minority shareholder groupsgather public attention which can be
used to effectively exert pressure on controllingareholders has affected the
effectiveness in mitigating the principal to pripal agency problem. These coordinated
shareholder associations may use the media, ldigaengagement and dialogue on
behalf of minority shareholders as a means to &g mitigate the principal to

principal agency problem

4.3.5Relationship between shareholder activism andts impact on corporate

governance standards in public listed companies

The study sought to investigate the relationshipween shareholder activism and its
impact to corporate governance standards in Zimbgiwblic listed companies. Thus in
this endeavor shareholder rights; their particgpatand equitable treatment in corporate
governance and boards role as regards its respldresb disclosure and transparency
were looked into.

The study revealed that when shareholders exetio&e rights as owners in a public
listed company they meaningfully and significanttyake an influence on the board of
directors and management thereby greatly impactingthe company’s behavior in
various ways. Therefore it was established fromn plarticipant’s views that a strong
shareholder activism promotes compliance to goorparate governance standards.
P3NED stated “that active shareholder participaisolacking greatly in our nation hence
we see a sluggish approach to issues of corpooatergance....listed companies are not
being brought to account by shareholders who atdijust watch them and do nothing,

shareholders have been largely passive therebintptalcorporate failures.”
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Participants in the study also highlighted thabrant shareholder activism in other
jurisdictions has led to the shaping of the corfgovernance arena unlike in Zimbabwe
listed companies where lack of it has led to nomygllance to corporate governance
standards by some companies. Participants staegdhareholders who are active are the
leaders in driving good corporate standards andtatagnd financial markets that are

sustainable and highly performing.

P19MA highlighted that “Our neighbour South Afrissshareholder vibrancy can be seen
on the performance of its Johannesburg Stock Exyghaheir shareholder activists range
from Government, Pension Funds, individuals sucBaba, these have changed the face
of corporate governance in South Africa. They hawsde on corporate governance and
an enabling environment for shareholder activisfiVFEG on the other hand argued that
“corporate governance compliance is difficult teess in the Zimbabwe as we do not
have a standard that we have to measures on ctepgoaernance compliance. Listed

companies voluntarily adhere to corporate goveraastandards of other countries and

somelisted companies do not even attempt to hénarework for it.

Participants’ views were varied on the relationdhgtween shareholder activism and its
impact on corporate governance mechanism. Somacipartts were arguing that
corporates with shareholders who are active andeneagaged have high chances of
being successful than those that have passive halldess (P2NED, PANED, P6CS,
PIOMJS, P10MJS). The participants further argued shareholders who are vigilant
reduce the complacency of boards and managemerusecwhere there is poor
performance of companies’ shareholder activist dgwinchange quickly so that
management is aligned. This position is confirmgd@illain and Starks (2008) that
shareholder activism has positive impact on compkato corporate governance
standards as it acts as an accountability mechaisrther Eisenhofer and Levin (2005)
concluded that firms that have adopted specifieztguures and practices intended to
ensure management accountability to shareholdetdang into linemanager’sinterests

to those of shareholders have a stronger perforentran their counterparts.

The participants were in agreement that were fihage a weak corporate governance
system they tended to perform poorly that thosen witstrong corporate governance

mechanism. Participant PSNED stated that “...... thetéopperforming companies on the
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stock exchange that are performing well.....this ddog¢ attributed to strong corporate
governance mechanism. They have foreign investon® wWemand compliance to
corporate governance standards and are activebivied in their affairs as such even
their performance in this current economy is comtade”Therefore in listed

companies in Zimbabwe it can be safely said thsra strong positive link between

shareholder activism and compliance to corporategmnce standards.

4.3.6 Strategies that can be employed by public fes1 companies to use shareholder

activism as a tool for corporate governance

From thefindings of this study participants alludedhe fact that the strategies thatthey
employed varied from firm to firm with others hagimo strategy at all put in place.
Participants PINED, P5NED, P6CS, P7CS, P8CSLA haddllowing strategies put in
place.Participants constantly monitored thefirmisareholder base so as to have
knowledge of their shareholders and monitoring ealider activists. Further adhering to
good corporate governance standards was anothehamem used to ensure non
attraction to shareholder activists.

Further other strategies employed include forming@ergency response team whenever
they are indications of shareholders who want gorously engage management. This
assist firms in developing a response plan and éalecorrective corporate governance
correction if any. Participant P1ED stated thatvihg an ad hoc team is crucial
whenever we anticipate angry shareholders... Shatei®l at times have a
confrontational approach and are at times rude Weispeak with one voice so as to

avoid contradictions among management.”

A finding from the study also indicate that firmeepared for annual general meetings
effectively by preparing anticipated sessions okdjions and answers, identifying
difficult shareholders and how to deal with thend anonitoring voting patterns on

resolutions passed and voted against.Participa@SReptly stated that “.....we no longer
take AGMs for granted as we used to before you mémew what may happen as

shareholders may vote against our proposals in A@Mbave to prepare for the worst”.
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Participants also argued that as a strategy tosbaeeholder activism as a corporate
governance tool,companies use the media effectibglycontinuous engagement with
financial journalists and market analysts who magveh a tendency of reporting

negatively on firms.

Participant PSNED aptly stated that “the media powerful platform, we are concerned
about the reputation of our company as such wegentige media as regards our strategy,
performance and our shareholder/stakeholder raekatid/e want them to report the truth
as it is and do not want to be named and shameolieMer participants P2NED and
P3NED on the other hand had no specific strateggigsn place for using shareholder
activism as a tool for corporate governancebutesdt@der rights protection were realized

in the course of their business by maintain goaga@@te standards.

4.3.7DISCUSSION OF RESULTS WITH REFERENCE TO LITERATURE.
Participant’s views as regard shareholder actiwisre varied but their understanding of
the concept was the one shared by Stadler (201@et#r on the other hand participants
did not share the view of shareholder activism gelbppy Guay (2004) which consist of
socially responsible investments where shareholtalse demands to corporates so as to
be sustainable .The research findings also higtdaythat shareholder activism in listed
companies was not homogenous but came in varioys draven by different people with
different interests with different impacts on firmghis finding confirms the writings of
Adegbite, et al (2010).

The main motivations for shareholder activism stdd companies from the participants
view were poor corporate standards, irregular boappointments, information

asymmetry, lack of properdisclosure and no divideag-outs. Romano (2001) and Guay
(2004) agree that firms that have poor corporategwmncestandards and are performing

poorly are targets of shareholder activist.

In Zimbabwe listed companies from the researchiriigsl the shareholder activists were
mainly classified into majority, minority, instifonal investors and pension funds. This
classification is also shared by Glac (2010) andb&souk (2007). From the research
findings social activists as shareholder actiwgtse not aptly identified by participants
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as classified by Marens (2002). Themain forms ddraholder activism that were
identified were mainly voice activism and loyaltyoice activism involved private

dialogue and engagements privately or in AGMs dlyegith management a view shared
by Chung and Talaulicar (2010).

Participants were also of the view that sharehotd¢ivism was a solution to solve the
problems related to monitoring and incentives o as a means of improving their
performance a view shared by Becht, et al (200B)sih the research participants argued
that the role of shareholder activism cannot beetgstimated as it can affect a firms
value, performance and compliance to corporate gavee standards a finding in line
with  Carleton, Nelson and Weisback (1998) and Hoand Zeckhauser (1990).
Shareholder activism from the literature findingganitigated the agency problem. Thus

this finding is confirmation with the literature iten Byun and Khim (2013).

Shareholder passiveness was mainly attributed ¢onaplex legal framework and this
view is also shared by Davis et al., (1994). Baattdudes , culture and annual general
meetings that were too formal where major caush#weholder apathy This view is also
shared by Ettorre (1992) and Tricker (2010) whtyastated that that AGMS where
characterised by shareholder passiveness. Fromeskarch lack of incentives to engage
in shareholder activism was a main cause for slédeh apathy; and under developed

financial markets and this confirms the writingsBxglodeoku (2007).

Participants stated that shareholder activism hgbstive impact on firms corporate
governance mechanisms ,this position is confirmedGlllian and Starks (2008) that
shareholder activism has positive impact on compbkato corporate governance
standards as it acts as an accountability mechaiisrther Eisenhofer and Levin (2005)
concluded that firms that have adopted specifieztguures and practices intended to
ensure management accountability to shareholderg@ng into line manager’s interests
to those of shareholders have a stronger perforendran their counterparts. The media’s
role was also highlighted by the participants asimportant aspect in shareholder
activism. A view also identified by Girard (201Thus shareholder activism in listed

companies is an important and emerging corporatergance mechanism.
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4.4 Chapter Summary

This chapter has presented the research findings. mtdmfjs presented are in relation to
the literature reviewed in Chapter 2. It emergeanf the findings that effective

shareholder activism in Zimbabwe listed comparsdsaimpered by various factors which
range from lack of shareholder awareness on tigfits, lack of financial muscle of

minority shareholders to effectively engage withe ttmanagement, a culture of
passiveness among shareholders and a board cuwituch has not yet embraced
shareholder activism. Further there is no enablegpl framework that effectively

promotes shareholder activism. The main forms t¥iam are shareholder dialogue and
engagement and participation through AGMs. Furthersize of our financial and capital
markets are not yet conducive and do not generatehnanticipation in shareholder
activism issues. Information asymmetry and lackpodper disclosure by firms was

another contributory factor cited as an impedimersffective shareholder activism.
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CHAPTER 5 CONCLUSIONS AND RECOMMENDATIONS

5.1 INTRODUCTION

Globally shareholder activism in public listed canpes is a growing phenomenon. As
such Zimbabwean listed companies are not spared these global trends. Shareholder
activism has largely been used as a corporate gamee tool. In other jurisdictions much
literature has been written on shareholder activigims literature and writings have
mainly been written in jurisdictions where capigad financial markets are vibrant with
shareholder activism and different types of adisvi$he aim of this study was to explore
the nature, extent and form of shareholder activasma corporate governance mechanism
in Zimbabwe listed companies. The approach usdtii;mstudy was a case study. The
following questions were to be answered: What hbgen the main motivations and
drivers for shareholder activism in Zimbabwe pullisted companies? Has the absence
of an enabling regulatory framework impacted onreshalder activism in Zimbabwe? Is
shareholder activism effective in solving the agepmblem in Zimbabwe public listed
companies? What has been the relationship ofbbhlter activism and its impact on
corporate governance standards in public listed peones? Therefore this chapter
presents the research conclusions derived and lmasélae research results obtained in
Chapter 4.The study’s recommendations are antemp#&b assist all the stakeholders
involved in shareholder activism initiatives morarcularly public listed companies to
effectively adopt and engage shareholder actigistsshareholder activism as a corporate
governance mechanism. The conclusions in this relseare premised on the study

objectives. Further arears of study identifiedhis research are presented.

5.2 CONCLUSIONS

The research study’s conclusions are premised on tay stbjectives that have been
stated in Chapter 1. In this presentation a pdaicaonclusion relates to a specific
objective and anticipates answering the researcbstopun related to the research

objective.

5.2.1 The nature; extent and form of shareholder divism in Zimbabwe.
Shareholder activism in Zimbabwe is still an emeggtoncept that has not yet realised

its full potential. This could be attributed to thaatively inactive financial and capital
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markets. Consequently the major forms of activigmsbareholders are in the form of
AGMs, dialogue and engagement with management. Memteese forms of activism are
to a greater extent used by majority shareholderpursue their own interest at the
expense of minority shareholders. The study alswlades that information asymmetry
and lack of proper disclosure of information to ority shareholders who are
underprivileged greatly impacted on the extent kactv they could actively participate in

the companies they would have invested in.

5.2.2 Motivations or Drivers to shareholder Activisn

The study concludes that shareholder activism islgndriven by economic factors such
as dividend pay-outs; irregular board appointmeartsl board composition are also
triggers of shareholder activism. Shareholder passss is also attributed to lack

incentives on the minority shareholders to engagectivism.

5.2.3 Effectiveness of the Regulatory Framework

The study concluded that the current regulatorgnéaork is not conducive to promote
shareholder activism. Various laws such as theZiwiea Companies Act, the
ZimbabweSecurities Act and the Zimbabwe Stock EmgkaAct are fragmented in their
approach to promoting shareholder activism and ptomg protection of minorities.
Further the processes to assert those rights aneersome compounded by the fact that
specifically minority shareholders do not havefihancial muscle to assert their rights.

The study also concluded that currently there i€onde for the protection of shareholder

rights and promoting shareholder activism as aaratp governance mechanism. Further
currently they are no active shareholder associatibat protect and advance the interests
of shareholders and investors and provide a rolpmist voice for investors and

shareholders so as to improve corporate governgtandards and financial performance.

5.2.4 Shareholder Activism and the Agency problem

The study concludes that shareholder activism isfi@ctive tool to mitigate the principal
agent problem in public listed companies. Howevdrais not been used effectively in
Zimbabwe listed companies to mitigate the principagbrincipal agency dilemma caused
by a lack of a coordinated shareholder organisapetifically for minority shareholders
in Zimbabwe that acts as a social movement pursaisgcial agenda that strengthens
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various minority shareholder groups and gather ipudittention which can be used to
effectively exert pressure on controlling sharekadhas affected the effectiveness in

mitigating the principal to principal agency praile

5.2.5 Relationship and Linkage between shareholdeactivism and its impact on

corporate governance standards in public listed copanies

The study concludes that there is a strong poditikebetween shareholder activism and
compliance to corporate governance standards.

5.2.6 Strategies that can be employed by public {ed companies to use shareholder

activism as a tool for corporate governance.

Furtherit can be concluded that some listed congsagimploy various tools to ensure that

they use shareholder activism as a tool for cotpagavernance.

5.3 Proposition of the Study

Theresearch was seeking to test this propositi@t #hareholders in public listed

companies do not actively participate in shareholigivism as a tool for corporate

governance. The research to a greater extend wwdirthis proposition. Shareholder
activism as a corporate governance mechanism idb@iog used effectively and to a
lesser extent they are isolated cases where shdeehdhave brought management to
account. The researcher established that they atender of factors that have hindered
shareholder activism in Zimbabwe which includeagiented legal framework that does
not promote shareholder activism and, lack of am@se on shareholder rights especially
on the part of minority shareholders. Further lafka corporate governance code for
listed companies that promotes shareholder activissra major contributory factor.

Further a culture of passiveness and apathy amuarglsolders and a board culture that
does not promote and accept shareholder activisis. Has effectively resulted in many

corporate failures and companies delisting on theksexchange in Zimbabwe
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5.4 Recommendations

In view ofthe conclusions drawn from the study, fb#owing are recommendations
made to address the vibrant lack of shareholdevisict as an important discourse in
public listed companies as a corporate governaresamism.

5.4.1 Policy Recommendations

5.4.1.1 Reviewing the Legal Framework dealing withshareholder rights and
promotion of shareholder activism

There is need to have an enabling legal framewwak gromotes shareholder activism in
public listed companies. There is need to harmo@is@pany laws, Securities laws and
the Zimbabwe Stock Exchange laws so that therespeeific provisions under one Act
that deal with shareholder activism and promotibst@reholder rights. Procedures for

enforcement of shareholder rights should not bebarsome.

5.4.1.2 Strengtheningthe training capacity on invesr education by the Securities
and Exchange Commission

SEC needs to strengthen their education awarerreggammes by creating a vibrant
special institution that trains minority sharehoklwith relevant securities laws, refining
their ability in dealing with swift changes in finaal, capital markets and continuously
fighting risks that may arise. Training should abextended to boards of directors and
management so that they are continuously awareh@f mandate in the emerging
concept of shareholder activism in the corporateegmance discourse. This will also
enhance their attitudes to shareholder activism aadte a board culture that is aware
and receptive to shareholder activism.

5.4.1.3 Formulating a Zimbabwean Code of Corporaté&overnance forPublic Listed
Companies

There is need for a specific code for listed congmrwhich clearly outlines and
addresses important aspects of corporate goverrstandards particularly shareholder
activism. This will enhance a sense of ownershig eompliance of the Code among
listed companies. Currently listed companies usar thiscretion to follow corporate

governance standards. The success of a Codettat tempanies to promote shareholder
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activism in public listed companies has been ewddnin other jurisdiction such as
China, Nigeria, UK and South Africa.

5.4. Managerial Recommendations to Public listed Gopanies.

5.4.4.1 Strengthening of protection of minority sheeholders rights and awareness

Minority shareholder rights should be protected ahderved in listed companies. Listed
companies should adopt the shareholder orientetbagip that entails the principle that
the firm is owned by all shareholders and any éw done by the firm should serve all
the interests of shareholders as the first and fyoal. This will enhance shareholder
participation by all shareholders and ensure camnpk to corporate governance

standards.

5.4.4.2 The internal governance structure of listedcompanies to be improved
through general meetings of shareholders

There is need to monitor the Annual General Mestisg as to ensure that shareholder
rights are taken into account. Powers of contrglBhareholders should be restricted so as
to strengthen minority shareholder rights. Thisuees that controlling shareholders do
not manipulate general meetings and that the ntystr@reholders’interests are also taken
into account. In this regard SEC should ensuré¢ tiere is disclosure on voting’'s
outcomes in any AGM proposal which are to be reggbtontinuously to it to ensure

compliance to corporate governance standards pkatig shareholder activism.

5.4.4.3 Engagement and Dialogue

Public listed companies should continuously engagh both majority and minority
shareholders and any shareholder activists. Fulibards of directors and management
should carefully review their approach when dealiitlh shareholder activists. This will
ensure that boards of directors and managemeriulyesquipped in traversing through

this new era of shareholder activism in Zimbabwe.
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5.4.5 Establishing an association or organisationhat effectively represents the
interests of shareholders particularly minority shaeholders.

There is need to establish an association or csgaon that effectively represents the
interests of shareholders particularly minorityrei@lders.Therefore it is critical to have
an effective, vibrant special shareholder orgaisathat protects particularly minority
shareholders rights and interests composed of expersecurities laws and security
markets. These may assist shareholders to patadipany general shareholder meeting,
liaising with the Securities commission in keepigsgmmunication with minority
shareholders, engaging litigation in case of viotand protection of minority rights and
interests. This effectively enhances shareholddivism to be used as corporate

governance mechanism.

5.5 Research Limitations

Thisparticular study used a case study approacisso have a deeper insight into the
research topic under study. However whilst thisragph provided new insights adequate
care and caution must be taken in generalisingréselts to other organisations not

specifically studied in this research.

5.6 Areas of Further Study

This particular research employed a qualitativeaesh approach and used multiple case
study strategy. A study of this nature using a ttetive approach would be
commendable as this will produce results that eamgdneralised to other organisations.
From the course of the study other areas of intdleg generated interests and to be
explored further include the fact that Sharehol@&tivism needs to be further
investigated in Zimbabwe particularly shareholdenésm and the adoption of Corporate
GovernanceCode for listed companies, and sharehalttevism and the protection of
minority shareholders, shareholder activism and ureration of directors in the

Zimbabwe listed companies.
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APPENDIX 1: INTERVIEW GUIDE SHEET

1.0Personal details of the interviewee.
7T o [ P
= Lo TN T = o =
Position in the organiSation............o.viie i e e e e
Academic QUAlIfICAtIONS........oii it e
Length of service in the organisation................cooiiiiiiiiiicii i e,
a. Objectives on nature, form and extent of shareholdeactivism in public listed

companies.

1) Shareholders in public listed companies are gelyezapected to actively
participate in bringing management to account. Tatextent have they
been able to fulfil this mandate? Please explain.

2) What has been your experience as regards sharetzmtildsm in public
listed companies?

3) Can you elaborate the nature and form of activisat has mainly taken
place in public listed companies?

4) Can you explain management’s attitude towards bloéder activists and
shareholder activism.

b. Motivations or Drivers to Shareholder Activism

1) Shareholder activism is generally motivated by aasifactors. What has
been the main motivation of shareholder activism?

2) What are the main factors that may hinder shareh@dtivism?

3) Have these drivers/ motivations effective in brimggchange in your firm.

c. Effectiveness of the Regulatory Framework in Ensung Shareholder
Activism.

1) Has the current enabling regulatory environmenecatife in ensuring
shareholder activism.

2) In your view do we need a code that governs shédehactivism and
shareholder rights? Why. Why not.

3) Annual general meetings are mandatory in termshef Zimbabwean
company laws. How effective have they been in engushareholder

activism.
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4) What regulatory framework can be implemented touenshareholder

activism in public listed companies?

. Shareholder Activism and the Agency Problem.

1) In your view how effective has been shareholdeivisch in solving the
problem of separation of powers between manageamahtshareholders’
in Zimbabwe public listed companies.

2) What approaches can be employed to ensure theceatdipower between
management and shareholders in Zimbabwe publedlisbmpanies.

. Relationship and linkage between shareholder actism and its impact on

corporate governance standards in public listed copanies.

1) Explain the relationship or linkage if any betwesmareholder activism
and compliance to corporate governance standards.

2) What impact has shareholder activism had on plisted companies?

Strategies that can be employed by public listed ogpanies to use
shareholder activism as a tool for corporate goverance.
1) What strategies if any that can be employed byipulisted companies to
use shareholder activism as a tool for corporateg@ance?
2) How effective are these strategies so as to ercsumpliance to corporate

governance standards.
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APPENDIX 2: INTERVIEW CODES: KEY

P1ED Participant 1 ExeeiDirector
P2NED Participant 2 Non-Executive Director
P3NED Participant 3 Non-Executive Director
PANED Participant 4 Non-Executive Director
P5NED Participant 5 Non-Executive Director
P6CS Participant 6 Company Secretary
P7CS Participant 7 Company Secretary
PBCSLA Participant 8 Company Secretary/Legal Adwi
POMJS Participant 9 Majority Shareholder
P10MJS Participant 10 Majority Shareholder
P11MJS Participant 11 Majority Shareholder
P12MJS Participant 12 Majority Shareholder
P13MNS Participant 13 Minority Shareholder
P14MNS Participant 14 Minority Shareholders
P15MNS Participant 15 Minority Shareholders
P16MNS Participant 16 Minority Shareholders
P17REG Participant 17 Regulator

P18MA Participant 18 Market Analyst

P19MA Participant 19 Market Analyst
P20MED Participant 20 Media

P20MED Participant 21 Media



