
  Institutional  
EYE 

 

18 October 2022 iiasadvisory.com 1 

Shareholder Activism: What India 
Inc can expect  
The global and our markets shift, from active selection and passive 
ownership to passive selection and active ownership means investors in 
India are set to adopt a different tone on activism.   
  

 
 
Those hoping to witness fireworks this proxy season from 1 July to  30 September 
will no doubt be disappointed by the absence of any notable skirmishes. True, 35 
shareholder resolutions were defeated this season, but this was in line with the 
34 defeated last year and just ahead of the 28 resolutions in 2020. But none of 
these can be described as a brawl. The shareholding pattern where even today 
an average 55 per cent of the NSE-500 company shares are held by promoters, 
serves as a bulwark against full-throttled activism. If the ownership structure was 
to change to one dominated by ‘institutionally-owned and professionally-
managed companies’, will we see different outcomes? What does reading the tea 
leaves tell us?  
 
Shareholder activism refers to shareholders influencing corporate behaviour by 
flexing their rights as partial owners. The US has the longest and best-
documented history of activism. It had concentrated equity ownership till the 
middle of the last century - much like India does today. So, investors needed to 
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persuade and politely cajole corporations to change. This gave way to diffused 
individual ownership of equities, very quickly paving the way to institutional 
ownership, as we know it today and the most celebrated period for activism. 
Better described as the junk bond era, during this phase, and at the risk of 
generalising, the activists used their own money to obtain a large block of the 
company’s shares and engage in a proxy contest for control of the board, and 
frequently sought the breakup of the company — hence their frequent 
characterisation as “corporate raiders”. Its defining feature was the vast infusion 
of money that Mike Milken directly gave to the raiders.  
 
The excesses of this period are accurately portrayed in the 1987 movie Wall Street 
which immortalised the phrase “greed is good”, and faithfully retold in the 1989 
book, Barbarians at the gate by Bryan Burrough and John Helyar, about the take-
over battle for RJR Nabisco. 
 
Things began to change after many of the activists themselves became targets 
of activism! The new set of funds that took over raised outside capital. And if they 
were unable to raise sufficient capital, they still went ahead and embarrassed the 
company. Mary Ann Cloyd, writing in the Harvard Law Bog, described them as 
using minority board representation with one or two board seats — rather than 
a board majority, to influence capital allocation decisions and thereby company 
strategy.  While a company breakup was still on the table, most asked for new 
executive management, operational efficiencies, or financial restructuring.  
 
Jeff Gramm, a fund manager and author of Dear Chairman: Boardroom Battles and 
the Rise of Shareholder Activism contends that  “The game of shareholder activism 
is a lot more a game of persuasion now. You as an activist are trying to convince 
the institutional shareholders that you have the right ideas and perhaps that the 
current management doesn’t.”  The strategy focus is on behind the scenes 
persuasion. As a consequence, “the big institutions are the arbiters in a lot of 
these disputes.”   
 
Gramm contrasts activism in the 1980s with what we see today, stating “when 
Carl Icahn surfaced as a large shareholder of Philips Petroleum in early 1985, he 
was sued in a matter of days. Nowadays his targets will often greet him with 
board seats.” 
 
The other big change is the shift in focus to climate, sustainability and all matters 
environmental, social, and corporate governance (ESG). The governance and 
proxy voting literature has been dominated by investor concerns on climate and 

https://corpgov.law.harvard.edu/2015/04/07/shareholder-activism-who-what-when-and-how/
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ESG where the focus is on climate-related disclosures but rarely on director 
appointments. The ExxonMobil proxy fight last year showed that things have 
changed.  Engine No. 1, a relatively small activist hedge fund, holding just 0.02 
per cent of the equity, won three of 12 board seats at ExxonMobil’s board, 
signalling that ESG has to be high on every board’s agenda.  
 
The Indian market has seen a few instances of investor campaigns, but these 
have been limited to companies where “promoter” ownership is low. These and 
the count of resolutions that have been defeated do not capture the 
undercurrents, which are reflected in the increased tally of resolutions that 
investors are engaging in with companies. Still, Investors in India are set to adopt 
a different tone. This is because our markets are changing as we transition from 
active selection and passive ownership to passive selection and active ownership. 
This as Gramm points out, is also what is currently underway in the US. The broad 
implication for India Inc. is that investors will no longer wait till a company is 
broken to agitate to fix it but communicate their ideas – be it on board 
composition or capital allocation or concerns on ESG, more regularly. And that 
the pitch of the activists will not rise to the level seen in the US. But this will be so 
only if boards have their ears to the ground and act on feedback they receive.  
 
 

A modified version of this blog was published in Business Standard on 20 September 2022. 
To read the blog click this link or copy this URL to your browser: https://www.business-
standard.com/article/opinion/activist-investors-pushing-for-change-quietly-
122101701366_1.html 

  

  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

https://www.joincolossus.com/episodes/94929050/gramm-activist-investing?tab=transcript
https://www.business-standard.com/article/opinion/activist-investors-pushing-for-change-quietly-122101701366_1.html
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Disclaimer 
This document has been prepared by Institutional Investor Advisory Services India Limited (IiAS). The 
information contained herein is solely derived from publicly available data, but we do not represent that it 
is accurate or complete and it should not be relied on as such. IiAS shall not be in any way responsible for 
any loss or damage that may arise to any person from any inadvertent error in the information contained 
in this report. This document is provided for assistance only and is not intended to be and must not be taken 
as the basis for any voting or investment decision and/or construed as legal opinion/advice. The user 
assumes the entire risk of any use made of this information. Each recipient of this document should make 
such investigation as it deems necessary to arrive at an independent evaluation of information referred to 
in this document (including the merits and risks involved) and exercise due diligence while using this report. 
The discussions or views expressed may not be suitable for all investors. The information given in this 
document is as of the date of this report and there can be no assurance that future results or events will be 
consistent with this information. This information is subject to change without any prior notice. IiAS reserves 
the right to make modifications and alterations to this document as may be required from time to time; 
however, IiAS is under no obligation to update or keep the information current. Nevertheless, IiAS would be 
happy to provide any information in response to specific queries. No copyright infringement is intended in 
the preparation of this document. Neither IiAS nor any of its affiliates, group companies, directors, 
employees, agents or representatives shall be liable for any damages whether direct, indirect, special or 
consequential including lost revenue or lost profits that may arise from or in connection with the use of this 
information. This report may cover listed companies (the ‘subject companies’); IiAS may hold a nominal 
number of shares in some of the subject companies to the extent disclosed on its website and/or these 
companies might have subscribed to IiAS’ services or might be shareholders of IiAS. IiAS and its research 
analyst(s) do not have any financial interest in any of the subject companies except to the extent disclosed 
on its website. 
 
Confidentiality 
This information is strictly confidential and is being furnished to you solely for your information. This 
information should not be reproduced or redistributed or passed on directly or indirectly in any form to any 
other person or published, copied, in whole or in part, for any purpose without the written permission of 
IiAS. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen 
or resident of or located in any locality, state, country or other jurisdiction, where such distribution, 
publication, availability or use would be contrary to law, regulation or which would subject IiAS to any 
registration or licensing requirements within such jurisdiction. The distribution of this document in certain 
jurisdictions may be restricted by law, and persons in whose possession this document comes, should 
inform themselves about and observe, any such restrictions. The information provided in these reports 
remains, unless otherwise stated, the copyright of IiAS. All layout, design, original artwork, concepts and 
other Intellectual Properties, remains the property and copyright of IiAS and may not be used in any form 
or for any purpose whatsoever by any party without the express written permission of the copyright holders. 
 
Other Disclosures 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024) dedicated to providing 
participants in the Indian market with independent opinions, research and data on corporate governance 
issues as well as voting recommendations on shareholder resolutions of about 800 listed Indian companies 
(https://www.iiasadvisory.com/iias-coverage-list). Our products and services include voting advisory 
reports, standardized services under the Indian Corporate Governance Scorecard, and databases 
(www.iiasadrian.com and www.iiascompayre.com). There are no significant or material orders passed 
against the company by any of the Regulators or Courts/Tribunals.  
 
This article is a commentary on general trends and developments in the securities market. 
  

https://www.iiasadvisory.com/iias-coverage-list
http://www.iiasadrian.com/
http://www.iiascompayre.com/
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About IiAS 
Institutional Investor Advisory Services India Limited (IiAS) is an advisory firm, dedicated 
to providing participants in the Indian market with independent opinions, research and 
data on corporate governance issues as well as voting recommendations on shareholder 
resolutions for over 900 companies that account for over 95% of market capitalization.  
 

IiAS provides bespoke research, valuation advisory services and assists institutions in 
their engagement with company managements and their boards.  

 
IiAS has equity participation by Aditya Birla Sunlife AMC Limited, Axis Bank Limited, Fitch 
Group Inc., HDFC Investments Limited, ICICI Prudential Life Insurance Company 
Limited, Kotak Mahindra Bank Limited, RBL Bank Limited, Tata Investment Corporation 
Limited, UTI Asset Management Company Limited and Yes Bank Limited. 
 
IiAS is a SEBI registered entity (proxy advisor registration number: INH000000024). 
 

 

 

  


