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Abstract 

We examine how an investor collective action organization (ICAO) enhances activism by institutional 

investors. The ICAO initiated a new form of engagement—private meetings with independent directors to 

discuss governance proposals. Compared to a single investor acting alone, the ICAO has stronger incentives 

to engage in activism. Its dollar holdings and voting power are six times larger and predict direct access to 

the board and the firms it engages. Firms engaged by the ICAO are at least 58% more likely than non-

engaged firms to adopt the ICAO’s governance proposals that include adoption of majority voting, say-on-

pay, and specific compensation policies. Engaged firms also increase CEO incentive pay. An event study 

around the announcement of the ICAO’s formation shows a positive impact on value that increases in both 

dollar holdings and voting power. We conclude that institutional investors improve governance outcomes 

through collective action. 
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1. Introduction 

It's one thing to feel the scorn of a 3% shareholder; it's another to face down 10 institutions 

holding half your float.1 

 

 

In The Modern Corporation and Private Property (1932), Berle and Means call attention to the weak 

incentives of small individual investors to correct agency problems in publicly traded firms. Institutional 

investors have largely replaced individual shareholders but face the same problem, i.e., they hold fractional 

stakes in any given firm, and without coordination, have limited incentives to commit resources to activism. 

One way investors can coordinate is through a formal collective action organization. The organization’s 

objective is to better serve members’ common interests compared to outcomes achieved by individual, 

unorganized actions (see Olson, 1965). There is growing interest in investor collective action organizations 

(ICAOs) amongst institutional investors (e.g., most recently, the Investor Forum in the U.K. and the 

Investor Stewardship Group in the U.S.). Governance activism by an ICAO provides a potentially attractive 

alternative to both uncoordinated investor activism and to regulated solutions to governance concerns. 

In this paper, we study the governance activism conducted by an ICAO called the Canadian Coalition 

for Good Governance (CCGG). CCGG was formed in 2003 after a change in legal rules lowered expected 

costs of collective action. A group of institutional investors voluntarily created CCGG to further their 

common interest of improving the corporate governance practices of Canadian public companies. During 

our sample period, CCGG has on average about 47 institutional investor members and at the end of our 

sample period, its members manage approximately $3 trillion (CAD) in assets. CCGG directly engages 

firms via letter writing and via private engagement meetings with independent board members. 

We use proprietary data on CCGG’s private engagements and governance proposals to address the 

following questions: How does the creation of an ICAO change the economics of investor activism 

compared to activism by a single investor acting alone? Does the ICAO have an impact? How does the 

ICAO address the free-rider problem to get members to join in the first place and how does the ICAO 

coordinate members’ behavior? 

Managerial agency costs decrease shareholder wealth. To mitigate these costs, investors can introduce 

a proposal to improve a firm’s corporate governance practices. The board decides whether or not to accept 

the proposal. There are at least three frictions that limit the likelihood a single shareholder with a small 

                                                           
1 “STEPHEN JARISLOWSKY HAS EVERY RIGHT TO SAY ‘I told you so’”, The Globe and Mail, October 25, 2002. 
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ownership stake will present a governance proposal. First, the shareholder incurs all costs of taking action 

but receives only a small fraction of the benefit so that costs usually exceed benefits. The second friction is 

management actions that reduce the likelihood the board accepts a proposal. For example, Black (1990) 

and Brickley, Lease, and Smith (1994) document management’s ability to influence the voting process in 

public proposals. In the case of investor proposals made in private, management may limit investors’ direct 

access to the board. When managers can influence a proposal, the likelihood of success is lower and a 

shareholder is less likely to make a proposal in the first place. Third, some shareholders have business 

relationships with firms and face higher costs of activism because a firm’s management can punish them. 

As such, these investors are characterized as ‘pressure-sensitive’, as opposed to ‘independent’, and have a 

bias towards being passive with regard to governance activism (Brickley, Lease, and Smith, 1988). 

To increase activism an ICAO must mitigate these frictions. An ICAO that coordinates the actions of 

its members “adds up” their shareholdings in a firm and acts like a large investor. With more holdings, the 

ICAO has a stronger incentive to invest in governance proposals to correct agency problems. Thus we first 

test whether the ICAO attracts significantly more holdings in a firm than the largest single shareholder. We 

also examine whether an ICAO with large holdings in many firms engages more firms than individual 

shareholders acting alone. 

The expected benefits of activism increase with holdings. We test whether the ICAO is more likely to 

engage firms in which its members’ holdings are higher. Expected benefits also increase with the 

probability that an engagement is successful, i.e., the firm adopts the ICAO’s governance proposal. The 

probability of success depends on voting power, which depends on the ICAO’s voting rights and the voting 

rights of other shareholders. With more voting power the ICAO can credibly threaten to use its votes to 

take direct action if management opposes its proposal. This discussion leads to two additional tests: we test 

whether the ICAO is more likely to engage firms in which it has more voting power; and, we test whether 

the ICAO’s engagements are more successful when the ICAO has more voting power. 

There are also incremental costs of activism by an ICAO. Investors that join the ICAO retain their 

voting rights for legal reasons. Without a binding voting mechanism to facilitate coordination, the ICAO 

needs to ensure that its members act ‘as if’ they are a single investor and vote in the same way if a proposal 

comes to a vote. ICAO members will vote in the same way if they have common knowledge about a 

proposal and believe that it creates net benefits. We examine whether the ICAO’s ability to create common 

knowledge through information collection and sharing is important. 
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While conducting these tests we are cognizant that the expected costs of activism are likely to affect 

the type of governance proposals an ICAO pursues, i.e., strategic vs. process. A strategic proposal (e.g., 

whether to focus or to diversify) has to be tailored to an individual firm and so there may be dissent. A 

process proposal is about ‘best practices’ that can be applied across many firms and there is consensus that 

these practices are good, so it is easier to quickly reach consensus. The ICAO can introduce the same 

process governance proposal to multiple firms, which lowers the cost per firm of initiating a proposal. For 

these reasons, holding constant the value impact of a proposal, the ICAO is more likely to pursue process 

rather than strategic governance proposals. 

Finally, we consider factors that can influence an ICAO’s ability to attract members and coordinate 

their activities to pursue a common goal. Olson (1965) emphasizes that no single actor, even if rational and 

self-interested, will contribute to the provision of a public good. This free-rider problem can explain why 

there is limited evidence of ICAO formation and activity. Olson’s analysis predicts that an ICAO’s 

existence requires that it provides specific benefits to ICAO members that are separate from the shared 

benefits that arise from the group’s activities. He highlights small group size as an important factor to 

facilitate this outcome. 

To keep group size small and to maximize its aggregate holdings and voting power, the ICAO needs 

members that have significant shareholdings. Pressure-sensitive institutions have significant shareholdings 

but are typically not active in governance. We test whether the size and type of an institution predict ICAO 

membership. 

With data from CCGG, we evaluate the economics of activism for an ICAO and test its impact. We 

have three main results. First, the creation of CCGG significantly increases activism incentives compared 

to the incentives of a single institutional investor. For firms in the leading Canadian stock index, CCGG’s 

(members’ aggregate) value-weighted average percentage and dollar holdings are 19.4% and $5.9 billion, 

respectively. Pressure-sensitive investors account for two thirds of CCGG’s ownership stakes. Given 

CCGG’s focus on process governance proposals that likely deliver the same percentage benefit to all firms, 

dollar holdings are the relevant ownership measure to capture activism incentives (see Edmans and 

Holderness, 2017). The Shapley-Shubik value, which measures CCGG’s voting power, is 24.3%. These 

averages are four to six times higher than the same measures for the largest institutional investor. Consistent 

with stronger incentives for activism, we also document a higher frequency of activism by CCGG. 
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Second, CCGG’s dollar holdings and voting power are significant determinants of investors’ direct 

access to the board and of engagements. CCGG’s requests for engagement meetings are almost always 

granted. Requests to meet directly with independent board members, without management present, are more 

likely when CCGG’s voting power is greater. Similar to prior work on activism (e.g., Denes, Karpoff, and 

McWilliams, 2017), we find that poor prior performance is a significant determinant of engagements. 

However, CCGG puts more weight on dollar stakes and voting power than on prior performance, consistent 

with CCGG’s broad mission to promote good governance practices at Canadian firms and with the fact that 

its members have substantial holdings in a large number of firms. 

Third, we show that CCGG has an impact. We conduct three analyses. First, we find that the market 

expected CCGG to have an incremental impact relative to other expected forms of activism. We estimate 

abnormal returns around the date when investors announced the formation of CCGG in 2002. If the market 

anticipates the firms likely to be engaged by CCGG, and if it expects CCGG’s governance activism to be 

value enhancing relative to the situation without it (i.e., institutional investors acting alone or via other 

forms of coordination such as proxy advisors), stock prices should rise for these firms relative to other 

firms. This is precisely what we find. Stock returns are significantly higher for firms in which prospective 

CCGG members’ dollar stakes and voting power are higher. A one standard deviation increase in dollar 

stakes (voting power) is associated with a 1.3% (0.7%) higher abnormal return. 

Next, we find that engaged firms are more likely to make specific governance changes that CCGG 

requests compared to other firms. In its engagements, CCGG requests process governance reforms. We 

examine adoptions of three reforms that CCGG frequently requests during our sample period: introduce 

majority voting for individual directors; introduce say-on-pay; and make changes to compensation policies 

(i.e., adopt one or more of a clawback, capped pension, and performance peer groups) to more closely align 

pay with shareholder returns. Our tests exploit the fact that CCGG engages different firms on different 

issues over time. 

In 2005, CCGG engaged firms on majority voting through a letter writing campaign and phone calls. 

Engaged firms are more likely to subsequently adopt majority voting compared to firms that are not engaged 

(47% vs. 15%). In logit regressions that control for observable firm characteristics and other external 

pressures that can influence firms’ governance choices, engaged firms are 18 percentage points more likely 

to adopt. For say-on-pay and compensation policies, we exploit an eight-year panel over which CCGG 

engaged firms via meetings with firms’ independent directors. For both say-on-pay and compensation 
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policies, firms engaged by CCGG on these issues are more likely to adopt them (40% of firms for say-on-

pay and 41% for compensation policies) in the following year compared to firms not engaged by CCGG 

(12% of firms for say-on-pay and 18% for compensation policies). The results hold after controlling for 

observable and time invariant unobservable firm characteristics, as well as other external pressures. The 

marginal effects range from seven to 21 percentage points. Our most conservative estimates imply that 

engaged firms are 58% more likely to adopt a proposal compared to non-engaged firms (a seven percentage 

point increase for firms engaged on say-on-pay compared to a 12% adoption likelihood for non-engaged 

firms). 

Firms engaged by CCGG are not randomly selected. A potential concern with a causal interpretation 

of the adoption results is that engaged firms are more likely to adopt these governance changes, absent 

CCGG engagement. On the one hand, it is reasonable to ask why CCGG would expend scarce resources to 

engage firms that already plan to make these governance changes. On the other hand, engaging such firms 

makes it easier for CCGG to claim success. We conduct two additional tests to support the conclusion that 

the channel goes from CCGG engagements to firm governance changes. We show that engaged firms are 

more likely to adopt CCGG’s proposals when CCGG’s collective voting power is higher. A one standard 

deviation increase in CCGG’s Shapley-Shubik value increases the probability of adoption by 58% to 61% 

compared to the baseline impact of engagement. We also show that our results hold when we estimate a 

treatment effects model. 

In the third analysis, we show that engagements that address executive compensation issues have a 

subsequent impact on the CEO’s equity pay ratio, a measure of alignment between CEO pay and 

shareholder returns (Murphy, 1985). After controlling for both observable and time-invariant unobservable 

firm characteristics, the CEO equity pay ratio increases for engaged firms, with no change in total pay. 

Compared to the average equity pay ratio of engaged firms prior to engagement, the equity pay ratio 

increases by about 9%. 

Finally, we developed a survey instrument to shed light on how CCGG addresses the free-rider problem 

to get members to join and participate and on how it coordinates its members’ behavior. We administered 

the survey in-person with CCGG executives and board members. Our analysis suggests mutual trust, small 

group size, and creation of social incentives (i.e., social rewards and social sanctions) for board members 

help to address the free-rider problem. It also suggests that efforts to create common knowledge and a 

consensus-based decision making process help coordinate members’ behavior. 
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Our paper contributes to the literature on institutional investor activism and governance (see Gillan and 

Starks, 2007; Denes, Karpoff, and McWilliams, 2017; Edmans and Holderness, 2017 for reviews). Prior 

research on ICAOs and other forms of coordinated activism is limited. There are a few papers that study 

coordinated activism through public ‘Target’ or ‘Focus’ lists that increase public pressure on firms, though 

evidence on their effectiveness is mixed (e.g., Strickland, Wiles, and Jenner, 1996 and Opler and Sokobin, 

2000 find that the lists are effective while Song and Szewczyk, 2003 do not). More recently, Huang (2015) 

and Crane, Koch, and Michenaud (2018) examine informal coordination by institutional investors. These 

studies infer which investors are likely to coordinate and examine outcomes. Dimson, Karakaş, and Li 

(2018) examine coordinated engagements by investment organizations that address corporate social 

responsibility principles. 

Our paper studies formal coordination by an ICAO. We observe which investors coordinate, the 

coordination mechanisms, the engagements, the governance proposals, and the outcomes. We provide new 

evidence on how the economics of activism change with an ICAO and show that formal coordination can 

work, i.e., it can increase investor activism and impact firms’ governance choices. We also provide new 

insights on the trade-offs involved in using collective action. On the one hand, the ICAO’s engagements 

are limited to process governance issues, while on the other hand, it targets more firms and focuses less on 

firms with poor prior performance. Finally, like Becht et al. (2009), we show that private engagements are 

an important and effective activism channel for institutional investors. 

The paper is organized as follows. Section 2 provides institutional background. Section 3 examines 

whether incentives and investor activism change with an ICAO. Section 4 examines the determinants of 

engagements. Section 5 tests whether CCGG’s activism has an impact. Section 6 discusses the free-rider 

problem and coordination. Section 7 concludes. 

 

2. Institutional Background 

To understand better the impact of the creation of an ICAO in Canada, in this section we provide some 

background information on Canadian equity markets, institutional ownership, and CCGG and its 

governance initiatives. 

2.1 Canadian Equity Markets and Institutional Ownership 

Throughout the paper, we focus on firms listed on the Toronto Stock Exchange (TSX) that are included 

in the S&P/TSX Composite Index, excluding income trusts and real estate investment trusts (REITs). The 
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S&P/TSX Composite is the headline index and the principal broad market measure for Canadian equity 

markets. It includes the largest, most liquid Canadian publicly-listed firms. These firms account for about 

70% of the TSX’s total equity market capitalization. The number of constituent firms in the index varies 

from 222 to 280 during our sample period from 2005 to 2015. About 16% of firms in the index have share 

classes with multiple votes. For these firms, there is a wedge between ownership stakes and voting rights. 

Institutional investors are important equity holders in Canada. We use institutional ownership data from 

FactSet, with missing data supplemented with information from Capital IQ. There are more than 2,000 

institutional investors per year for index firms. Figure 1A shows that institutional investors own on average 

half of the shares of index firms. Figure 1B shows that domestic institutions account for 52% to 61% of 

total institutional ownership in a given year. During our sample period there is no regulatory requirement 

that Canadian institutional shareholders hold Canadian equities and there are few restrictions on ownership 

by foreign investors. For taxable investors, Canadian tax law favors dividends from Canadian firms over 

dividends from foreign firms. 

We distinguish among Canadian institutional investors by their type. We follow Chen, Harford, and Li 

(2007) and classify bank-affiliated asset managers and insurance companies as pressure-sensitive and other 

institutions such as mutual funds and public pension plans as independent. Figure 1C shows that pressure-

sensitive institutions (mainly the bank-affiliated asset managers) account for 25% to 35% of total ownership 

by Canadian institutional investors. 

2.2 Collective Action and the Canadian Coalition for Good Governance 

CCGG is an ICAO formed in 2003. Its formation was facilitated by amendments to the Canadian 

Business Corporation Act (Bill S-11, final approval, June 14, 2001) that relaxed the rules that govern 

investor communication. Under the prior rules, views expressed by shareholders in discussions, personal 

letters, etc., could be considered a formal solicitation and require a proxy statement. The amendments 

provide expanded safe harbor for investor communications when an investor is not seeking proxy authority. 

These amendments follow similar changes to U.S. proxy rules in 1992. 

Institutional investors did not use collective action to address governance concerns prior to CCGG’s 

formation. More generally, activism by institutional investors was limited. For example, from 2000 to 2002 

institutional investors filed only one governance-related shareholder proposal. 

Canadian domiciled organizations that in the ordinary course of business manage money in a fiduciary 

capacity are eligible to become a CCGG member. In 2002, when CCGG’s formation was announced, 12 
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institutional investors expressed an interest to join the organization. During our sample period, the number 

of CCGG members averages about 47. At the end of our sample period, its members manage approximately 

$3 trillion (CAD) in assets. Figure 1D shows that collectively, CCGG members account for about 47% of 

total ownership by Canadian institutional investors. 

CCGG members are not restricted to a particular type of institutional investor. Its membership includes 

Canadian-domiciled investment companies (including mutual fund companies and asset management 

companies that offer active and/or passive investing products), bank-affiliated asset managers, and public 

pension plans. While private pension plans are eligible to join CCGG, most are substantially smaller in 

terms of assets under management than CCGG members. So far, none have joined CCGG. 

To cover its costs, CCGG members pay annual dues. Members with more assets under management, 

and thus more to gain from improved governance, pay greater dues.2 Some members also contribute the 

time of a senior executive to sit on CCGG’s board and/or serve on a committee or working group. CCGG 

members are entitled to receive notice of all member meetings and to attend and vote at meetings. They are 

eligible to participate in all CCGG member committees, receive all communications from CCGG, including 

company-specific information such as detailed reviews of the governance practices of Canadian companies 

and engagement meeting reports, and are entitled to listen to CCGG webinars. 

CCGG’s mission states: “Representing the interests of institutional investors, CCGG promotes good 

governance practices in Canadian public companies and the improvement of the regulatory environment 

to best align the interests of boards and management with those of their shareholders…” (see 

www.ccgg.ca). CCGG pursues three strategies to achieve its mission: working in the policy arena; 

developing and broadcasting best practices and guidelines for firm governance; and, creating a direct 

dialogue between investors and firms’ independent directors. Canada does not have a national securities 

regulator and governance in Canada is largely principles-based with a mandatory “comply or explain” 

approach for some governance issues (Anand, Milne, and Purda, 2012). With limited scope for nationally 

mandated regulatory changes in governance, CCGG concentrates on the strategies of best practices and 

direct dialogue. In public communications, CCGG praises specific companies that demonstrate strong 

governance practices, but it does not criticize specific firms for poor governance practices. 

                                                           
2 Membership fees increase with the assets under management of the institutional investor, with a cap above a certain threshold. 

The absolute dollar amount of fees changes over time, but the process has remained the same. “Fees are based on total assets under 

management (AUM). The annual fee for members with total AUM below $3.5 billion is $5,458. As the AUM increases above $3.5 

billion, the fee escalates on a straight line basis, for $1,516 for every billion to a maximum of $38,202.” (CCGG Annual Report, 

2012, p. 23). 

http://www.ccgg.ca/
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CCGG initiates direct dialogue through letter writing, phone calls, and private meetings. Under its first 

managing director, CCGG followed the common practice of investor organizations at the time of letter 

writing and phone calls. Under its next managing director, CCGG initiated private engagement meetings 

with firms’ independent directors. These directors meet with CCGG staff and at least one senior executive 

(e.g., CEO, President, Chair, CIO, Senior VP) from a CCGG member institution, who in most cases is also 

a CCGG board member. The presence of a senior executive from a member institution indicates CCGG 

members’ collective interest in the issues discussed at the meeting. 

Prior to an engagement meeting, CCGG staff review in detail a firm’s proxy materials, assess whether 

the firm addresses CCGG’s governance priorities, and produce a briefing report. The report is updated after 

it is reviewed by the senior executive that will attend the meeting. After an engagement, CCGG staff prepare 

a meeting report. The meeting report is sent to the independent directors of the engaged firm and to CCGG 

members. After it is checked for accuracy, the report is posted on the members’ only version of CCGG’s 

website but is not made available to the public. 

Proxy rules now allow communications between investors when an investor is not seeking proxy 

authority. However, the rules still limit selective disclosure by firms to specific investors. They also place 

significant obligations on groups with sufficient voting rights that are deemed to be acting ‘jointly or in 

concert’. CCGG follows specific procedures to ensure it complies with the rules. CCGG highlights its 

members’ collective ownership stakes when it engages firms, but CCGG also makes it clear that members 

are not required to vote with the group. In engagement meetings, CCGG focuses on communicating its 

concerns so that its members are not privy to potential selective disclosures from firms. CCGG does not 

engage firms on issues that might influence the control of a firm. 

2.3 Governance Policy Changes Sought by CCGG 

In its engagements, CCGG requests process governance reforms. In much of our analysis, we focus on 

three specific reforms: majority voting, say-on-pay, and compensation policies (clawbacks, capped 

pensions, and performance peer groups). We focus on these reforms because CCGG frequently requests 

them, there are no related regulatory changes in Canada during our sample period, we can verify whether 

firms adopt these reforms from proxy statements (not all process governance reforms can be verified from 

proxies), CCGG’s requests on these reforms are homogenous across firms, and, prior research shows that 

these governance changes matter for value (e.g., Ferri and Maber, 2013; Iskandar-Datta and Jia, 2013; 

Ertimur, Ferri, and Oesch, 2015; Cuñat, Giné, and Guadalupe, 2012; Cuñat, Giné, and Guadalupe, 2016). 
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At the start of our sample period, in a director election shareholders could vote ‘for’ or ‘withhold’ their 

vote (equivalent to not voting). In most cases the vote was for a slate of directors rather than for each 

individual director. In a letter writing campaign, CCGG asked firms to adopt a majority voting policy in 

which individual directors are listed on the proxy and directors that fail to receive a majority of the votes 

cast submit their resignation. Withheld votes count as a ‘no’ vote. With majority voting, investors have 

more power over director elections and new power to single out individual directors viewed as 

unsatisfactory. 

In engagement meetings, CCGG asked firms to introduce say-on-pay on their proxy. Say-on-pay is an 

advisory resolution on executive compensation, i.e., it gives shareholders the right to a nonbinding vote on 

executive compensation. CCGG views say-on-pay as an opportunity to “provide appropriate director 

accountability to the shareholders of the company for the board’s compensation decisions by giving 

shareholders a formal opportunity to provide their views on the disclosed objectives of the executive 

compensation plans, and on the plans themselves, for the past, current and future fiscal years.” (Canadian 

Coalition for Good Governance, 2010). 

CCGG also requested changes to compensation policies to promote alignment of interests of firms’ 

executives and directors with those of shareholders. We examine three specific requests: 1) Clawback: 

introduce a policy to allow the firm to recoup performance-based executive compensation in the event of a 

restatement of performance metrics; 2) Capped pension: ask the firm to impose a limit on the pension or 

retirement benefits that can be paid out as a part of executive compensation packages; and 3) Performance 

peer group: ask the firm to articulate that performance is evaluated relative to a specified group of peer 

firms to determine performance-based compensation. We call these three requests ‘compensation policies’. 

 

3. Incentives and Activism with an ICAO 

In this section we test predictions about activism incentives, activism activity, investors’ direct access 

to the board, and ICAO membership. The dataset includes publicly available data as well as proprietary 

data provided to us by CCGG. Data sources and variable definitions are in Table A.I. 

3.1 Activism Incentives 

To the extent that an ICAO attracts larger holdings than the largest single institutional investor, it has 

stronger activism incentives. To test whether CCGG’s activism incentives are significantly greater, we 

examine two measures of incentives: ownership stakes and voting power. For ownership stakes, we report 
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summary statistics for both percentage holdings and dollar holdings, though as noted earlier, dollar holdings 

are the relevant measure of ownership to capture activism incentives for process governance changes. To 

measure voting power we use the Shapley-Shubik value.3 The Shapley-Shubik value is determined by a 

shareholder’s voting rights and the distribution of votes among other shareholders. For example, consider 

a shareholder that has 10% of a firm’s voting rights. If all other shareholders have atomistic voting rights, 

the shareholder’s Shapley-Shubik value is close to 10%. However, if there is another shareholder with 51% 

of the voting rights, the 10% shareholder’s Shapley-Shubik value is 0%. The Shapley-Shubik value 

measures the probability a shareholder will be pivotal in a voting contest, assuming votes are 

interchangeable and all possible coalitions are equally likely. The probability that CCGG is pivotal is 

relevant if a firm fails to respond to a request and CCGG follows with a voting contest. To construct the 

Shapley-Shubik value we hand collect information on voting stakes in excess of 10%, the mandated level 

for disclosure, from firms’ proxy statements. 

Table I presents summary statistics. For each firm, each year, we identify the largest institutional 

investor, defined as the non-CCGG institutional investor that is not pressure-sensitive (assuming pressure-

sensitive investors are not active in governance on their own) with the largest ownership stake. We then 

average over all firm-year observations from 2005 to 2015 and report the results in columns (1) to (3). In 

columns (4) to (6) we report CCGG members’ combined ownership stakes (for brevity, we refer to this as 

the ‘CCGG stake’). Columns (7) to (10) report differences between CCGG and the largest institutional 

investor and the associated test statistics. 

The first row shows percentage holdings. We focus on the value-weighted average as the index includes 

a large number of smaller firms (e.g., the average market capitalization of index firms in 2013 is $8.3 billion 

(CAD) while the median is $2.9 billion). For the largest institutional investor the value-weighted average 

is 4.9% (6.4% by equal-weight) and the median is 5.3%. For CCGG, the value-weighted average is 19.4% 

(13.2% by equal-weight) and the median is 11.1%. CCGG’s stake is larger by 14.5 percentage points (6.8 

percentage points by equal-weight). The differences are statistically significant. The next row reports results 

for dollar holdings. For the largest institutional investor, the value-weighted average is $999.5 million 

($310.4 million by equal-weight) and the median is $133.8 million. In comparison, the same numbers for 

CCGG are $5.9 billion, $1.2 billion, and $235.8 million. CCGG’s dollar stakes are significantly larger than 

                                                           
3 This concept was introduced in Shapley and Shubik (1954). The measure we use is based on an oceanic voting game (Milnor and 

Shapley (1978)) and was first used in the context of investor voting power by Rydqvist (1987). 
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the dollar stakes of the largest institutional investor. The final row reports results for the Shapley-Shubik 

value. The mean Shapley-Shubik value of the largest institutional investor is 3.8% by value-weight (5.4% 

by equal-weight) and the median is 4.3% compared to 24.3% (13.3%) and 9.1% for CCGG. Again, the 

differences are statistically significant. Regardless of the measure, conclusions are the same: incentives for 

activism are significantly higher for CCGG. For example, with value-weighted dollar holdings, activism 

incentives are about six times larger, although there is cross-sectional variation across firms. 

3.2 Activism Activity 

Consistent with stronger incentives for activism by an ICAO, we document a higher frequency of 

activism compared to the uncoordinated public activism activity of institutional investors. For CCGG, we 

use data from its private letter writing engagements on majority voting in 2005 and private engagement 

meetings from 2008 to 2015. From these records, we know the timing of engagements, the identity of 

engaged firms, and for engagement meetings, the attendees and specific governance topics discussed. 

Table II, Panel A shows that CCGG engaged 41% of index firms via letter writing in 2005. From 2008 

to 2015 it held 256 engagement meetings with 149 different firms. On average, it conducts 32 engagement 

meetings per year and meets with the boards of about 15% of index firms in a given year. In these meetings, 

CCGG raises an average of seven governance issues per engagement. 

There is limited evidence of activism by Canadian institutional investors outside CCGG. Prior work 

that studies investor activism focuses on shareholder proposals, hedge fund activism, proxy contests, and, 

when data are available, private negotiations (e.g., Denes, Karpoff, and McWilliams, 2017). Shareholder 

proposals in Canada are rare, touch a small number of firms, and rarely receive majority support (see also 

Oshionebo, 2011). We collect data on governance-related shareholder proposals for index firms from 

SHARE.ca. On average, from 2005 to 2015 there are 71 governance-related proposals per year, affecting 

9% of index firms. Most of these proposals are filed by retail investors. Institutional investors file an average 

of only 12 proposals per year, affecting 5% of index firms. Pressure-sensitive institutions do not file any 

shareholder proposals and proposals by foreign institutional investors are rare. Each shareholder proposal 

raises a single issue. The number of CCGG engagements per year is almost three times the number of 

shareholder proposals sponsored by institutional investors. CCGG engages almost four times as many firms 

(there are multiple shareholder proposals for the same firm). 

Publicly observable hedge fund activism is rare in Canada. According to Becht et al. (2017) hedge 

funds engage only 1.8 firms per year in the time period that overlaps with our sample period. We could not 
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find systematic data on private engagements by institutional investors, aside from their involvement through 

CCGG. Anecdotal evidence and other information suggests this is not an important channel.4 

As noted earlier, CCGG focuses on process rather than strategic governance reforms. This focus is 

consistent with lower costs of process governance proposals for an ICAO. The last three columns of Panel 

A show the frequency with which CCGG requests the three specific process governance reforms discussed 

in Section 2.3: adopt a majority voting policy, introduce say-on-pay, and make changes to compensation 

policies. CCGG asked 88 firms to adopt majority voting in 2005. From 2008 to 2015, it conducted 96 

engagements in which it asked firms to introduce say-on-pay and 109 engagements in which it asked firms 

to adopt specific compensation policies to promote alignment of interests. Table II, Panel B shows the 41 

process governance reforms CCGG requests and the number of times each reform is requested. It highlights 

CCGG’s interest in compensation, shareholder rights and voting, board composition, and disclosure. 

3.3 CCGG Meeting Requests, Engagements, and Investors’ Direct Access to the Board 

CCGG conducts an average of 32 engagement meetings per year. CCGG requests these meetings with 

firms’ independent directors. It also requests that management (including the CEO, other management, 

legal counsel, and investor relations staff) not attend. Directors are not obligated to meet with CCGG or to 

exclude management from a meeting. CCGG follows an escalation protocol that emphasizes the potential 

power of votes if a firm does not respond to a meeting request.5 

Table III, Panel A provides summary statistics for CCGG’s engagement meetings from 2008 to 2015. 

CCGG’s meeting requests are almost always granted (256 out of 259). In 86% of engagements, the meetings 

take place without management or advisors present. In almost all cases at least two independent directors 

of the engaged firm attend the meeting, including the chair or lead independent director. A senior investment 

                                                           
4 We investigated this channel by searching annual reports and websites of all prominent CCGG member institutions (i.e., ever 

represented on CCGG’s board). Only two CCGG members, bcIMC (pension plan) and NEI Investments (mutual fund), publicly 

report details of their private engagement activities. We find no evidence of private engagements prior to CCGG formation and 

limited activity after CCGG’s formation. One of NEI’s mutual funds focuses on socially responsible investing and since 2010 

publishes a list of companies it engages, mainly on environmental and social issues. Starting in 2006, bcIMC lists the firms it 

engages on specific governance issues. 95% of bcIMC’s engagements address the same issues addressed by CCGG and in 58% of 

the engagements, the primary topic is one of majority voting, say-on-pay, and compensation policies. The connection with CCGG 

is clear as bcIMC’s CEO was on CCGG’s board for five years and served as the chair for three years around its majority voting 

campaign. 
5 A request to meet, in writing from CCGG’s managing director to the lead independent director is followed by phone calls from 

CCGG staff to the corporate secretary. If this fails, CCGG’s managing director calls directly to emphasize ownership by CCGG 

members, to express surprise at the board’s lack of interest in the views of major shareholders, and to reiterate the need for a 

meeting. Failing this, CCGG’s chair notifies members to advise them of the process that was followed and to ask members to 

consider it in their voting decisions for the board at the next AGM. [Source: CCGG internal email March 11, 2011]. 
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executive from a CCGG member attends 99% of meetings. In 90% of cases, that executive is also a CCGG 

board member. 

In Table III, Panel B we examine investors’ direct access to the board in CCGG’s engagements. Direct 

access to the board should increase the likelihood of a successful engagement. It provides CCGG an 

opportunity to present proposals for governance reforms directly to independent directors without 

interference from management. We predict that CCGG is more likely to get direct board access in an 

engagement meeting when its voting power (“CCGG Shapley-Shubik Value”) is higher. In almost all 

engagements, CCGG reminds directors of its members’ stakes. When the formation of CCGG was 

announced, one founder stated: “The organizations forming this coalition are the large shareholders of 

Canadian companies. We have the voting power to influence governance practices that should benefit all 

shareholders” (see Erlichman, 2002). 

To measure investors’ direct access to the board we set a dummy equal to one if an engagement meeting 

takes place with independent directors and without involvement of management. We estimate a logit 

regression where the dependent variable equals one for 220 out of 256 meetings. Some firms receive 

multiple meeting requests. Therefore, we cluster the standard errors at the firm-level. The regression 

includes the CCGG Shapley-Shubik Value, year fixed effects, and other variables that might capture a firm’s 

willingness to give investors direct access to the board. We control for a firm’s governance with a dummy 

that equals one for firms with governance scores that are ranked in the top third in a given year (“Good 

Governance”) and for firm size we use the log of assets (“Log(Assets)”).6 

We find that investors’ direct access to the board is more likely when the CCGG has more voting power. 

The marginal effect for the CCGG Shapley-Shubik Value is positive and significant. A one standard 

deviation increase in the CCGG Shapley-Shubik Value is associated with a 5.5 percentage point increase in 

the probability that CCGG has direct board access in an engagement meeting. 

Do uncoordinated investors receive similar direct access to the board when acting alone? There is no 

systematic Canadian data available to answer this question. However, we know that institutional investors 

that file shareholder proposals do not have direct access to the board. Evidence from the literature also 

                                                           
6 The criteria used to compile the governance scores change from year to year so that a score does not have the same meaning each 

year. To avoid this problem, we rank companies each year and set the dummy to one for those in the top third. The Shapley-Shubik 

value captures voting power. To ensure that our measure of governance does not also capture an element of voting power, we 

exclude dual-class shares as a scoring item. We measure firm size using assets rather than market capitalization. In later regressions 

we use CCGG dollar ownership. While both measures of size are correlated with CCGG dollar ownership, market capitalization 

has the higher correlation at ~0.9. 
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suggests that individual institutions generally do not achieve the same degree of board access. The 

institutional investor studied in Dimson, Karakaş, and Li (2015) engages firms via letters, email, telephone 

conversations, and direct conversations with management. A survey of U.S. institutional investors 

conducted near the end of our sample period finds that director participation in engagements is the exception 

rather than the rule (Goldstein, 2014). Survey respondents also note that an unwillingness to talk is the most 

common impediment to engagement. 

3.4 Are Pressure-Sensitive Investors Less Likely to Join an ICAO? 

In this section, we examine CCGG’s membership with a focus on pressure-sensitive institutions. These 

institutions are significant owners of Canadian equities and face higher costs of activism compared to 

independent institutions. Prior literature finds that pressure-sensitive institutions are passive with regard to 

governance activism (e.g., Brickley, Lease, and Smith, 1988; Chen, Harford, and Li, 2007). If activism 

costs for pressure-sensitive institutions are not sufficiently mitigated by the ICAO, these institutions are 

unlikely to join the organization. We test whether investor type, i.e., independent or pressure-sensitive, is a 

significant determinant of CCGG membership. We also test for an impact of investor size. Olson (1965) 

highlights that it is important to have a small number of group members to have successful collective action. 

All else equal, an ICAO has more voice if it attracts members with significant share ownership. We expect 

that larger institutions are more likely to be CCGG members. 

We use FactSet to construct a dataset of institutional investors that could potentially be CCGG 

members. We focus on the period from 2003, when CCGG was formed, to the end our sample period in 

2015. During this period there are a maximum of 2,891 institutional investors per year. Given CCGG’s 

bylaws, we exclude foreign institutional investors, which reduces the sample to a maximum of 203 

institutional investors per year. Each year, we measure an institution’s size by the log of its total equity 

holdings in S&P/TSX index firms, “Log($ Ownership in Index Firms)”. A log transformation reduces the 

influence of extreme observations and better captures our expectation that the likelihood of membership 

increases up to a threshold size, with a limited increase in likelihood beyond that size threshold. We identify 

institutions classified as pressure-sensitive with a dummy variable (“Pressure-Sensitive Institution”). 

Because the decision to join or not is persistent across years, we cluster standard errors by institution. Each 

model includes year fixed effects. 

Table IV presents results from logit regressions. In model (1) the dependent variable equals one if an 

institution is a CCGG member in a given year. On the right-hand side, we include Log($ Ownership in 
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Index Firms) and the Pressure-Sensitive Institution dummy. The marginal effect for Log($ Ownership in 

Index Firms) is positive and significant so that larger institutions are more likely to join. A one standard 

deviation increase in Log($ Ownership in Index Firms) is associated with a 14 percentage point increase in 

the probability of joining CCGG. The marginal effect for the Pressure-Sensitive Institution dummy is 

positive and is not significant, i.e., there is no evidence that pressure-sensitive institutions are less likely to 

join CCGG. In model (2), we examine a members’ decision to become actively involved in CCGG. The 

dependent variable equals one if a top executive from a member institution serves on CCGG’s board and/or 

on one of its committees. The marginal effect for Log($ Ownership in Index Firms) is positive and 

significant while the marginal effect for the Pressure-Sensitive Institution dummy is not significant. 

Investor size matters but type does not. Pressure-sensitive institutions are not less likely to join CCGG 

or to be actively involved in CCGG. In fact, the chair of CCGG’s board is a top executive from a pressure-

sensitive institution for eight of the 13 years in our sample period. The results highlight that a group of 

institutional investors that was not previously active in governance became active through membership in 

CCGG. Pressure-sensitive institutions are particularly important members of CCGG. They account for two 

thirds of CCGG’s ownership stakes by value-weight (49% by equal-weight). 

 

4. Determinants of CCGG’s Private Engagements 

Section 3 shows that CCGG has stronger incentives for activism compared to institutional investors 

acting alone and documents a higher frequency of activism. In this section, we examine the determinants 

of CCGG’s engagements. We require complete data for CCGG ownership, institutional ownership, and 

firm characteristics. Data sources and variable definitions are in Table A.I. 

We examine two distinct engagement campaigns. In November and December of 2005, CCGG sent 

letters to firms with a request to adopt majority voting. The letters also included a model majority voting 

provision and identified CCGG members’ collective holdings in the firm. Follow-up letters were sent in 

February 2006, often accompanied by a phone call or other communication. 7  The second campaign 

commenced in 2008 when CCGG first held engagement meetings with firms’ boards. 

We test whether CCGG is more likely to engage firms in which its dollar holdings and voting power 

are higher. The expected benefits of process governance activism are higher for firms in which CCGG has 

                                                           
7 While the cost of sending a letter is negligible, other costs rise with the number of firms that are engaged. These costs include 

identifying key decision makers at each firm, engaging in follow-up correspondence (phone calls or other interactions), carefully 

tracking successes, and cataloguing reasons for failure. Therefore CCGG executives limited the number of firms they engaged. 
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greater dollar holdings. We use a log transformation of CCGG’s dollar holdings in a given firm, 

“Log(CCGG $ Ownership)”, because we expect a significant increase in the likelihood of engagement once 

dollar holdings exceed a threshold level, but limited variation in the likelihood of engagement after that 

threshold is met. Engagement incentives are also higher when investor voting power, and thus investors’ 

direct access to the board, are higher. As before, we measure CCGG’s voting power with its Shapley-Shubik 

value. We do not take a log transform of the Shapley-Shubik value as it is bounded between zero and one. 

To capture an important aspect of CCGG’s expected costs for engagement meetings, we use an estimate 

of travel time from CCGG’s office to a firm’s headquarters. CCGG staff and at least one senior executive 

from a CCGG member attend engagement meetings. CCGG’s office is in Toronto, as are the headquarters 

of many institutional investors. Travel time within the Greater Toronto Area ranges from 1 to 50 minutes 

and increases significantly with the distance of the firm from Toronto. The marginal cost of travel time 

should decrease with distance so we take the log of travel time, “Log(Travel Time)”. While travel time 

costs could be important for engagement meetings, they should not matter for letter writing engagements. 

Prior literature on shareholder activism (e.g., Denes, Karpoff, and McWilliams, 2017) finds that prior 

firm performance and firm size are important determinants of engagements. We capture prior performance 

with the “1-year Stock Return” and use Log(Assets) to control for firm size. We predict that engagements 

with poorer performers are more likely as there is more scope for improvement. The literature reports mixed 

evidence on governance (see e.g., Carleton, Nelson, and Weisbach, 1998; Smith, 1996). Firms with better 

governance are more likely to be receptive to requests for governance changes but the expected return to 

activism could well be higher for firms with weaker governance. Therefore, governance can have a positive 

or negative impact on engagements. As before, we capture firm governance with the Good Governance 

dummy. We also include a dummy for firms with a listing on U.S. stock exchange (“U.S. Listed”). These 

firms are subject to other pressures that could influence their choices. Finally, we include industry fixed 

effects based on the nine SIC divisions (there are not enough firms in some industries to use a finer 

classification). 

Models (1) and (2) of Table V present logit regressions for the majority voting letter writing 

engagements in 2005. The sample includes 212 firms with complete data for 2005 (we exclude one firm 

that has an existing majority voting policy). The dependent variable equals one for the 88 engaged firms 

and is zero otherwise. The t-statistics are computed with heteroscedasticity-consistent standard errors. 

Models (3) and (4) present logit regressions for all engagement meetings from 2008 to 2015. The dependent 
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variable equals one for 256 out of 1,666 firm-year observations in which CCGG engages a firm’s board. 

We require complete data in a given year. The regressions in models (3) and (4) include year fixed effects. 

Standard errors are clustered at the firm-level. 

The results are consistent with predictions. First, the marginal effect for Log(CCGG $ Ownership) is 

positive and significant in both models (1) and (3). The economic importance of dollar holdings is very 

high for majority voting in the letter writing campaign. A one standard deviation increase in dollar holdings 

translates into a 65 percentage point increase in the likelihood of engagement. This is consistent with 

information we have from CCGG about how it selected firms to engage in the majority voting campaign. 

For engagement meetings, a one standard deviation increase in dollar holdings translates into a five 

percentage point increase in the likelihood of engagement. 

Second, CCGG is more likely to engage firms in which it has more voting power. The marginal effect 

for the CCGG Shapley-Shubik Value is positive and statistically significant in both models (2) and (4), 

though only at the 10% level for letter writing engagements in (2). A one standard deviation increase in the 

CCGG Shapley-Shubik value translates into a nine percentage point increase in the likelihood of 

engagement for letter writing engagements and three percentage points for engagement meetings. 

Third, higher costs of engagement, captured by travel time, significantly reduces the likelihood of an 

engagement meeting. The marginal effect for Log(Travel Time) is negative and significant at the 5% level 

in model (3) and at the 10% level in model (4). The difference in travel time for a firm with its headquarters 

in Vancouver compared to a firm in Toronto is about 6.5 hours. The coefficient on Log(Travel Time) implies 

that a firm in Vancouver is 9% less likely to be engaged than a firm in Toronto (1.3 percentage points less 

likely compared to the unconditional probability of engagement of 15%). As expected, the marginal effect 

for Log(Travel Time) is not significant for letter writing engagements in models (1) and (2). 

Similar to prior studies of investor activism, we find that prior performance predicts engagements. The 

marginal effect for the 1-year Stock Return is negative and significant in three of the four models. However, 

the economic importance of prior performance is smaller than that of CCGG’s dollar holdings and Shapley-

Shubik value. The impact on the likelihood of engagement for a one standard deviation change in prior 

performance is between 16% and 63% of the impact of a one standard deviation change in CCGG’s dollar 

holdings and Shapley-Shubik value. Two factors that potentially explain the lower economic importance 

of prior performance are CCGG’s focus on process governance proposals and its interest in engaging a 

large number of firms. 
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The marginal effect for Good Governance is not significant for the majority voting letter writing 

engagements in models (1) and (2). For engagement meetings in models (3) and (4), the marginal effects 

are 4.1 and 2.8 percentage points, respectively. Both are statistically significant. In these engagements, 

CCGG focuses on firms with better governance, consistent with a focus on firms that are more likely to be 

receptive to requests for governance changes. The marginal effect for U.S. Listed is significant in one of 

the four models. The marginal effect for Log(Assets) is positive and significant in three of the four models. 

In Section 5, we examine adoptions of say-on-pay and compensation policies. We next report results 

for the sub-sample of engagement meetings that address these issues. For say-on-pay (models (5) and (6)) 

and compensation policies (models (7) and (8)), the dependent variable equals one for 96 and 109 firm-

year observations, respectively. For firms that adopt say-on-pay, we drop them in subsequent years. For 

compensation policies, we also drop firms in subsequent years but only after a firm has adopted all three 

policies. The regressions include year fixed effects and standard errors are clustered at the firm-level. The 

results for these sub-samples are similar to the results for all engagement meetings in models (3) and (4). 

 

5. Does CCGG’s Activism Have an Impact? 

In this section, we test whether CCGG has an impact. We present results from three analyses. First, we 

conduct an event study around the announcement of the intent to form CCGG. Second, we assess CCGG’s 

impact on the likelihood that firms’ adopt three specific governance reforms that CCGG requests, namely, 

majority voting, say-on-pay, and compensation policies. Finally, we test whether CCGGs engagements on 

compensation increase incentive alignment. We require complete data for CCGG ownership, institutional 

ownership, and firm characteristics. Data sources and variable definitions are in Table A.I. 

5.1 Event Study 

With the announcement of the intent to form CCGG, the market learned that an existing set of investors 

that did not previously coordinate would now do so. The announcement is a shock to the market’s 

expectations about the potential for activism by institutional investors, but is not a shock to the set of 

investors or firms. This test focuses on cross-sectional variation in firms’ abnormal returns around the 

announcement of CCGG’s formation.8 Our prediction is that firms that are more likely to be engaged by 

CCGG should have higher abnormal returns. 

                                                           
8 We do not perform an event study around firms’ adoption of specific governance measures. News of adoption is usually in the 

annual proxy along with other information, which makes identification difficult. Gillan and Starks (2007) and Ertimur, Ferri, and 

Oesch (2015) discuss the challenges of identifying a causal relationship between investor activism, governance changes, and value. 
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For the announcement to affect firm values, two conditions must be true. First, market participants can 

anticipate the firms that will be the focus of CCGG’s activities. We know from Table V that CCGG’s dollar 

holdings and Shapley-Shubik value are important determinants of engagements. If, at the time of the 

announcement, investors expected CCGG to focus on firms in which its dollar holdings and Shapley-Shubik 

value are higher, abnormal returns should be higher for these firms. We confirm that ownership by 

prospective CCGG members in 2002 is a good predictor of subsequent engagements by CCGG, e.g., in the 

bottom quintile of CCGG dollar holdings in 2002, 23% of firms are subsequently engaged by CCGG 

compared to 90% of firms in the top quintile. Second, the market must expect that CCGG’s activism will 

be effective and value enhancing. 

The press release announcing the formation of CCGG on June 27, 2002 attracted international attention, 

including The Wall Street Journal and The Financial Times. The press release identifies 12 institutions as 

potential CCGG members. We collect information on their ownership of Canadian TSE 300 index 

(predecessor to the S&P/TSX Composite index) firms in 2002. We focus on the three-day cumulative 

abnormal return (CAR) relative to a market model around this announcement. In Table VI we estimate 

cross-sectional regressions where the dependent variable is the three-day CAR. The t-statistics are 

computed with heteroscedasticity-consistent standard errors. Model (1) includes Log(1+CCGG $ 

Ownership) and model (2) includes the CCGG Shapley-Shubik Value.9 The other right-hand side variables 

in both models are the same as Table V, but are now measured in 2002. 

We find that firms in which prospective CCGG members have a higher dollar stake and Shapley-Shubik 

value have more positive price reactions around the announcement. Both coefficients are positive and 

statistically significant at the 5% level. The coefficient on 1-year Stock Return is negative and significant 

at the 10% level in both models and the coefficient on the U.S. Listed dummy is negative and significant at 

the 10% level in model (1), but is not significant in (2). The other variables are not significant.10 

These results show that the market values the creation of the ICAO and counters concerns that CCGG’s 

formation would lead to neutral or counter-productive governance changes at firms. As an indication of the 

                                                           
9 There are 12 institutions that indicated an interest in joining CCGG in 2002. These institutions do not own stakes in all firms in 

the index. To avoid losing firms with zero ownership by prospective CCGG members, we use Log(1+CCGG $ Ownership) rather 

than Log(CCGG $ Ownership) in these regressions. There are not a large number of these firms so that this transformation should 

not have much impact on the interpretation of the coefficient (Wooldridge, 2012). 
10 We also compute the mean CARs in the top and bottom quintiles of CCGG $ Ownership and CCGG Shapley-Shubik Value with 

t-statistics computed following Kolari and Pynnönen (2010) that correct for the potential bias introduced by cross-correlation and 

event-driven variance, as well as the difference between the two means. The means for top (and bottom) quintiles of CCGG $ 

Ownership and CCGG Shapley-Shubik Value are 0.2% and 1.6% respectively (bottom quintiles –2.6% and –1.4%). In both cases 

the difference between the means is statistically significant. 
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economic significance, in model (1) a one standard deviation increase in Log(1+CCGG $ Ownership) is 

associated with a 1.3% higher abnormal return. Similarly, in model (2), a one standard deviation increase 

in CCGG Shapley-Shubik Value is associated with a 0.7% higher abnormal return. These magnitudes likely 

underestimate the full impact as there was uncertainty about the ability of CCGG to form and implement 

its strategy. At that time, there were no other similar organizations to look to for guidance. 

In models (3) and (4) we repeat the regression but use a four-factor model instead of the market model 

to compute abnormal returns. In models (5) and (6) we employ the Sefcik and Thompson (1986) 

methodology to account for potential bias in the standard errors caused by cross-correlation. 11  The 

coefficients for Log(1+CCGG $ Ownership) and CCGG Shapley-Shubik Value remain statistically 

significant at the 5% level. To check whether there is an immediate reversal, in models (7) and (8), we 

estimate CARs over a longer window (t–1 to t+10). The results are similar.12 

5.2 Adoption of Governance Changes Requested By CCGG 

In our second analysis, we test CCGG’s impact on the likelihood that firms’ adopt specific governance 

policies. We first test whether firms engaged by CCGG on majority voting in its letter writing campaign 

are more likely to subsequently adopt majority voting compared to firms that are not engaged. To identify 

which firms adopt majority voting, we read firms’ proxy statements and focus on adoptions in the two years 

after the engagements (2006 and 2007). The majority voting campaign was concentrated at the end of 2005 

and in early 2006. Firms had limited time to make changes to the proxy for their spring 2006 shareholder 

meeting. The sample includes the 212 firms in the S&P/TSX index with complete data for 2005. We drop 

16 firms that delisted in 2006 and 2007. Prior to CCGG’s campaign, majority voting was rare in Canada. 

In our sample, only one firm had a majority voting policy prior to 2005. During CCGG’s majority voting 

campaign, CCGG was the sole institutional investor voice in Canada pushing firms to adopt majority voting. 

Of the 85 firms engaged on majority voting in 2005 that survive through 2007, 40 adopt majority voting 

(47%). Of the 112 firms that are not engaged, 17 adopt (15%). The difference is 32 percentage points. In 

Table VII we estimate a logit regression where the dependent variable equals one if a firm adopted majority 

voting in 2006 or 2007. The key explanatory variable of interest is a dummy variable that equals one if a 

firm is engaged by CCGG on majority voting in 2005 (“Engaged on Majority Voting”). To capture the 

                                                           
11 We thank Jared Stanfield for sharing code that we used to implement this test. 
12 We also estimate three-day CARs around two placebo announcement dates, one five days before the actual announcement and 

one five days after (not reported). With these “placebo” CARs as the dependent variable, the coefficients on Log(1+CCGG $ 

Ownership) and CCGG Shapley-Shubik Value are not statistically significant. 
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possibility that a firm might adopt majority voting due to firm characteristics or because of other pressures, 

we include a dummy for Good Governance, total ownership by other institutional investors that are not 

CCGG members (“Other Institutional Ownership”), and the U.S. Listed dummy. We also create a dummy 

that equals one if a firm receives a shareholder proposal on majority voting in 2006 or 2007 (“Shareholder 

Proposal”). However, there are no shareholder proposals on majority voting in these years so we do not 

include this dummy in the regression. Finally, we include the 1-year Stock Return as firms with poor prior 

performance might be more readily influenced by investor pressure. We do not include Log(Assets) in this 

model. Recall from Table V that Log(CCGG $ Ownership) is an important determinant of majority voting 

engagements. It is highly correlated with firm size and not surprisingly, firm size is also highly correlated 

with the Engaged on Majority Voting dummy.13 The regression includes industry fixed effects and the t-

statistics are computed with heteroscedasticity-consistent standard errors. 

Model (1) reports the results. The marginal effect for Engaged on Majority Voting is positive and 

statistically significant. CCGG engagement is associated with an 18 percentage point increase in the 

probability that a firm adopts majority voting. This estimate implies that engaged firms are 120% more 

likely to adopt majority voting compared to non-engaged firms (an 18 percentage point increase compared 

to a 15% adoption likelihood for non-engaged firms). The marginal effect for Good Governance is also 

positive and significant. None of the other control variables are significant. 

One might be concerned that CCGG engagement did not cause the adoptions, e.g., CCGG simply chose 

firms to engage that it knew in advance were ready to adopt majority voting. This concern runs counter to 

the anecdotal evidence at the time that credited CCGG as the driving force behind the adoptions.14 It also 

seems implausible. CCGG’s members include the market’s most sophisticated investors. These investors 

devote financial resources and scarce management time to further CCGG’s mission of improving firms’ 

governance. It is unlikely that CCGG knows more about firms’ objectives than its members and that CCGG 

effectively uses that information to impress its members to justify the fees they pay to CCGG. 

Starting in 2008, CCGG focused on engagement meetings with firms’ independent directors. From 

2008 to 2015, CCGG conducted 96 (109) engagements on say-on-pay (compensation policies) with 75 (79) 

                                                           
13 The concern is that the coefficient for Engaged on Majority Voting will not be estimated precisely when size is included. Size is 

also highly correlated with other explanatory variables, including the U.S. Listed dummy. We test for multicollinearity by 

computing the Condition Number. A Condition Number greater than 30 may indicate strong multicollinearity. When we include 

size in the model (1), the condition number is 44. When we do not include size, it is 11. 
14 See for example, “The reality is banks will respond to it,” National Post, November 9, 2005 and “Director election campaign 

pays off”, The Globe and Mail, March 9, 2006. A few of the banks engaged by CCGG also mentioned CCGG by name in their 

proxy statements when they disclosed that they adopted majority voting. 
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different firms. We examine adoptions from 2009 to 2016. To identify say-on-pay adoptions and 

compensation policy adoptions, we read firms’ proxy statements to determine if and when a firm adopted 

a given policy. We focus on adoptions in the first year after the engagement. An advantage of this short 

time frame is that it is less likely that other confounding factors lead to adoptions. A disadvantage is that 

we might understate the impact of CCGG’s engagements. Governance changes are often discussed over 

several meetings, first in the governance committee then with the full board. Dimson, Karakaş, and Li 

(2015) find it takes a sequence of two to three engagements and an average of 1.5 years from the initial 

engagement to success. Therefore, we also report results when we consider adoptions in the first two years 

after the engagement. 

The sample construction is the same as with the engagement meetings in Table V, but excludes firms 

that are subsequently delisted. For firms that adopt say-on-pay, we drop them in subsequent years. For 

compensation policies, we also drop firms in subsequent years but only after a firm has adopted all three 

policies. The final sample for say-on-pay (compensation policies) includes 1,079 (1,488) firm-year 

observations. On average, 40% (41%) of engaged firms adopt say-on-pay (at least one of the compensation 

policies) in the year following an engagement compared to 12% (18%) of firms that are not engaged. The 

univariate differences are 28% (23%). 

In Table VIII, we present regressions where the dependent variable equals one if a firm adopted say-

on-pay (Panel A) or at least one of the compensation policies (Panel B) in a given year t between 2009 and 

2016. The key explanatory variable of interest in Panel A is a dummy that equals one in year t if a firm is 

engaged on say-on-pay by CCGG in year t–1 (“Engaged on Say-on-pay”). It equals zero in all other years. 

We define a similar dummy for compensation policies in Panel B (“Engaged on Compensation Policies”). 

We include the same lagged control variables as in Table VII, as well as industry and year fixed effects. 

We also include a Shareholder Proposal dummy. For say-on-pay, there are 61 proposals at 32 firms and 

for compensation polices there are 26 proposals at 11 firms. Many of these proposals get only a small 

percentage of votes so that we likely overestimate their importance in our regressions. Finally, we include 

a group fixed effect (“Ever Engaged Firm”) to capture unobservable differences between firms ever 

engaged by CCGG and non-engaged firms, i.e., it addresses the concern that there are unobservable 

characteristics of engaged firms that are correlated with the decision to adopt. The Ever Engaged Firm 

dummy equals one for firms engaged by CCGG on any issue in any year between 2008 and 2015, e.g., if a 
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firm is engaged in 2010 on any issue, the dummy equals one each year.15 Thus, with the Ever Engaged 

Firm dummy in the regression, the Engaged on Say-on-pay dummy, which equals one only in year t, 

identifies the specific impact of say-on-pay engagements. We cluster the standard errors at the firm-level. 

In model (1) we estimate a logit regression. The marginal effect for Engaged on Say-on-pay is positive 

and statistically significant at the 1% level. CCGG engagement is associated with a seven percentage point 

increase in the probability that a firm adopts say-on-pay. In model (2) we allow for the fact that some firms 

may require more time to consider the request to adopt. It is the same as model (1) except that the Engaged 

on Say-on-pay dummy equals one in year t if a firm is engaged on say-on-pay by CCGG in year t–1 or t–2. 

The marginal effect for the Engaged on Say-on-pay dummy is 12 percentage points and remains significant. 

These estimates imply that engaged firms are at least 58% more likely to adopt say-on-pay compared to 

non-engaged firms (a seven percentage point increase for engaged firms compared to a 12% adoption 

likelihood for non-engaged firms). The marginal effects for Good Governance, Other Institutional 

Ownership (at the 10% level), U.S. Listed (at the 10% level), and Shareholder Proposal are positive and 

statistically significant in both models (1) and (2). Log(Assets) is significant at the 10% level in model (1).16 

The marginal effects for the Ever Engaged Firm dummy and 1-year Stock Return are not significant in 

either model. 

In models (3) and (4) we take a different approach to support a causal interpretation. We estimate a 

treatment effects model (see Wooldridge, 2010), where the decision to engage is modeled in a first-stage 

probit regression and adoptions are modeled in a second-stage OLS regression. This approach assumes that 

the error terms in each model are jointly normally distributed, with correlation, ρ. Obtaining a consistent 

estimate of the effect of engagement on adoption requires an observed variable that predicts engagement, 

but not adoption conditional on engagement. In Table V, we find that travel time from Toronto is a 

significant determinant of time-intensive CCGG engagement meetings but not for majority voting letter 

writing engagements. That is, engagement meetings are less likely when the cost of a face-to-face meeting 

is higher, which is plausible for firms with headquarters further from Toronto where CCGG and most of its 

board members are located. To be a valid excluded variable, travel time from Toronto should not affect 

say-on-pay adoption directly and should only affect say-on-pay adoption through CCGG engagements. 

                                                           
15 We use a group fixed effect in our logit specifications rather than firm fixed effects. For firms that do not adopt say-on-pay, the 

dependent variable is zero for all observations. The firm fixed effect perfectly predicts the dependent variable for these firms. 
16 We also estimated, but do not report, regressions that include controls for a proxy for liquidity, a measure of a firm’s need to 

raise external capital, and separate measures of other institutional ownership for Canadian and foreign institutional investors. None 

of these variables are significant and do not affect the results. 
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While we cannot test this exclusion restriction, we argue that travel time is unlikely to affect say-on-pay 

adoption through a channel other than CCGG engagements. We showed earlier that some institutions 

engage firms outside of CCGG channels via shareholder proposals. However, travel time is irrelevant for 

shareholder proposals. We have no systematic evidence that institutions privately meet and engage with 

firms outside CCGG channels. Therefore, travel time is unlikely to affect adoptions through engagements 

outside CCGG. At the same time, we cannot completely rule out private engagements outside CCGG and 

acknowledge this concern about the validity of travel time as an excluded variable. 

We jointly estimate by maximum likelihood a first-stage probit model that explains say-on-pay 

engagements and a second-stage OLS regression for say-on-pay adoptions. Model (3) reports the first-stage 

probit results. The model includes the same variables that we include in the engagement regressions in 

Table V as well as the variables that we include in the second-stage regression. The results are similar to 

those reported in Table V. Table VIII, model (4) reports the second-stage OLS results. It includes the same 

set of variables as in model (1) and adds the inverse Mills ratio to account for potential bias arising from 

omitted variables that explain the engagement decision. The coefficient on Engaged on Say-on-pay is 

positive and significant. The marginal effect is 21 percentage points. The coefficient on the inverse Mills 

ratio is not statistically significant. 

In model (5) we estimate an OLS regression similar to the logit regression in model (1). We replace the 

group fixed effect and industry fixed effects with firm fixed effects. This regression controls for both 

observable and time-invariant unobservable firm characteristics that could influence adoptions. The 

coefficient on Engaged on Say-on-pay is positive and significant with a marginal effect of 18 percentage 

points. Coefficients on control variables that do not change much from year to year lose significance, as 

expected with firm fixed effects.  

In model (6) we test whether it is engagement by itself that matters, or whether the power of investors 

to potentially force change further increases the likelihood of adoption. That is, we highlight a channel 

through which CCGG can influence firms. To capture the potential impact of CCGG’s voting power we 

add CCGG Shapley-Shubik Value and its interaction with Engaged on Say-on-pay and otherwise repeat 

model (5).17 The coefficients on both the Engaged on Say-on-pay dummy and on interaction term are 

                                                           
17 In this regression, we de-mean the CCGG Shapley-Shubik Value (see Ozer-Balli and Sorensen, 2013). Without de-meaning, 

when the interaction is included, the coefficient on Engaged on Say-on-pay is the difference between engaged and non-engaged 

firms for firms that have a CCGG Shapley value of zero. De-meaning has no impact on the estimate or significance of the coefficient 

on the interaction term. 
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positive and significant at the 1% level. The economic impact of voting power is sizable. A one standard 

deviation increase in voting power increases the estimated impact of engagement by 61% (from a base 

impact of 14.8%). 

Table VIII, Panel B presents the results for compensation policies. The empirical approach is the same 

as in Panel A. In the logit regressions in models (1) (engaged in year t–1) and (2) (engaged in year t–1 or 

t–2) the marginal effects for the Engaged on Compensation Policies dummy are 13 and 21 percentage 

points, respectively. Both are significant at the 1% level. These estimates imply that engaged firms are at 

least 72% more likely to adopt compared to non-engaged firms (a 13 percentage point increase for engaged 

firms compared to an 18% adoption likelihood for non-engaged firms). The marginal effects for Good 

Governance and Log(Assets) are both positive and statistically significant. None of the other control 

variables are significant. Next, in models (3) and (4) we estimate a treatment effects model for compensation 

policies. The marginal effect is positive and significant in the second stage model (4). In model (5) we 

estimate an OLS regression that replaces the group fixed effect and industry fixed effects in model (1) with 

firm fixed effects. The coefficients on the Engaged on Compensation Policies dummy is positive and 

significant, with a marginal effect of 13 percentage points. Finally, model (6) adds CCGG Shapley-Shubik 

Value and its interaction with Engaged on Compensation Policies to model (5). The coefficient on the 

Engaged on Compensation Policies dummy is positive and significant at the 10% level while the coefficient 

on interaction term is positive and significant at the 1% level. A one standard deviation increase in voting 

power increases the estimated impact of engagement by 58% (from a base impact of 9.4%). 

5.3 CEO Compensation and Incentive Intensity 

In our third analysis, we examine the impact of CCGG’s activism on executive compensation. 

Specifically, we test whether CCGG engagements that raise any concerns about compensation increase the 

CEO equity pay ratio, a firm choice consistent with CCGG’s first principle of executive compensation that 

“A significant component of executive compensation should be ‘at risk’ and based on performance” (see 

Executive Compensation Principles, January 2013, available at www.ccgg.ca). Table II, Panel B shows the 

range of compensation-related topics raised in engagements. The most frequently raised topic is 

performance sensitive pay. 

We measure CEO incentive pay with the equity pay ratio (EPR), the ratio of CEO equity pay to total 

pay (Murphy, 1985). To ensure that the results are not driven by outliers, we winsorize the EPR at the 1% 

and 99% tails each year. We use hand-collected data on CEO compensation contracts from firms’ proxy 

http://www.ccgg.ca/
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statements and annual reports, as well as data compiled by the Clarkson Centre at the University of Toronto. 

Each year we compute total pay (salary, bonus, stock, share units, and options) and equity-based pay (stock 

plus options plus performance share units (PSUs) plus restricted share units (RSUs)). To calculate the value 

of the option component of pay, we use standard methods. We identify annual grants of PSUs and RSUs 

and make assumptions about holding periods and other factors. Table A.I provides further details. The mean 

(median) CEO earns $4.4 million ($2.8 million) and has an EPR of 45% (49%). 

Table IX presents OLS regressions estimated over 2008 to 2015. We start in 2008, the first year CCGG 

engaged firms on compensation-related issues. The dependent variable is the EPR and the main explanatory 

variable of interest is whether or not a firm is engaged by CCGG on compensation during this period 

(“Engaged on Compensation”). It equals one in year t and all subsequent years if a firm is engaged on 

compensation in year t–1. The engagement can address any aspect of executive compensation (see Table 

II, Panel B) and is not restricted to the specific issues we examine in Table VIII. We also include a dummy 

that equals one if the CEO changes during year t (“CEO Turnover”), a dummy that equals one if a firm is 

included in the S&P/TSX index in year t (“S&P/TSX Index Member”)18, controls for lagged observable 

firm characteristics commonly used in the literature (see Fernandes, et al., 2013; Hartzell and Starks, 2003). 

We control for size using market capitalization rather than assets (see Edmans, Gabaix, and Landier, 2009) 

and year fixed effects. Model (1) includes industry fixed effects and the Ever Engaged Firm dummy while 

model (2) includes firm fixed effects. We cluster the standard errors at the firm-level. 

Table IX shows the impact of engagements goes beyond specific governance reforms and influences 

more broadly a measure of alignment between CEO pay and shareholder returns. The coefficient on the 

Engaged on Compensation dummy is positive and significant in both models. That is, CCGG engagements 

on compensation translate to a higher subsequent equity pay ratio. The coefficient on the Engaged on 

Compensation dummy in model (1) (model (2)) implies an increase in EPR of about 12% (9%) relative to 

the average of engaged firms’ EPR in the years before they are engaged. In models (3) and (4), we examine 

the potential impact of engagements on total CEO pay. These models are the same as models (1) and (2) 

except that the dependent variable is the log of total CEO pay. The coefficient on the Engaged on 

Compensation dummy is positive but not significant in both models. That is, EPR increases significantly 

for engaged firms but there is no significant change in total pay. 

                                                           
18 The group of firms in the index changes from year to year. Rather than drop and add firms from the sample, we include all firms 

that are in the index during the sample period and include this dummy variable to indicate the specific years a firm is in the index. 
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6. The Free-Rider Problem and Coordination 

In this section we address fundamental questions about investor activism via an ICAO: How does an 

ICAO overcome the free-rider problem? How does an ICAO coordinate, i.e., get members to vote in the 

same direction without a voting block? The views we offer in this section are informed in part by a survey 

(see Table A.II) we administered in the summer of 2016. We administered the survey in person with select 

leading CCGG participants, including two CCGG managing directors, CCGG staff, and CCGG board 

members / representatives from three leading member institutions, two of which are pressure-sensitive. 

6.1 Overcoming the Free-Rider Problem 

The free-rider problem can explain why there is limited activity by ICAOs. To overcome the free-rider 

problem, Olson’s (1965) analysis suggests it is important to provide benefits to group members that are 

separate from the shared benefits that arise from the group’s activities. He identifies the potential 

importance of social incentives for coordination, and highlights small group size, coercion, or some other 

“special device” as conditions that facilitate social incentives. Ostrom (2000) considers additional factors, 

including trust. She shows that the free-rider problem can be overcome if some players act as ‘conditional 

cooperators’ and are willing to initiate cooperative action when they believe others will reciprocate and 

continue to do so. Our analysis suggests that a number of these factors are important. 

Two significant institutional investors in Canada, a large investment firm (Jarislowsky Fraser) and a 

public pension plan (Ontario Teachers’ Pension Plan, or OTPP), made the initial effort to form CCGG, and 

appear to play the role of conditional cooperators. Representatives from both institutions took leadership 

roles with CCGG and have been on its board since inception. While U.S. public pension plans are often 

characterized as political (e.g., Romano, 1993), commentators suggest that Canadian pension plans are 

different, e.g., “their model is characterized by depoliticized governance, competitive pay”19. Interviews 

suggest that involvement of the pension plan was particularly important to secure the membership of 

pressure-sensitive institutions. The pension plan is not viewed as a competitor and its strong governance 

structure and track record made it a credible party. For example, one survey respondent stated: “Canada is 

blessed with governance structures for pension plans that are superior to others, and they have invested in 

people and in governance and in their proxy departments.” 

                                                           
19 Specifically see “Canada’s trailblazing pension reforms pay dividends: Maple Revolutionaries push for depoliticized governance, 

good pay and clear mandates,” The Financial Times, September 24, 2017. A similar argument is presented in ‘Maple 

Revolutionaries,’ The Economist, March 3, 2012. 
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Olson contends that investment by large groups in activities with free-rider characteristics, e.g., 

lobbying by professional associations, can often be explained by the group forming for another purpose that 

creates specific benefits for members. This ‘by-product’ theory, however, does not work well for CCGG 

which has a narrow focus on governance activism. Olson suggests another possibility is that the group 

provides selective benefits to members, with an emphasis on social incentives, along with pressures to 

participate. He emphasizes that social mechanisms require a small group size. Both Olson and Ostrom point 

to the importance of face-to-face communication to create social rewards and penalties. 

Our analysis is also informed by responses to the open-ended survey question: “Aside from benefits 

from improved governance, are there specific benefits that members as organizations, or their 

representatives, enjoy by being a part of CCGG?” CCGG board members mentioned two: social benefits 

and the satisfaction of creating a public good. For example, one board member stated: “I met some very 

interesting people and developed deep personal and professional connections. And it is part of the ‘give 

back’ part of my life. I felt it was important to give back to my professional network. In addition to my job, 

I owed it to the community.” Another stated: “People are proud to be in that room [CCGG board room]. 

Very fortunate to be part of a group like that. Also, a great civic purpose. Fact is we wouldn’t have known 

other people in that room in this way without this [CCGG]. Creates mutual respect. No one wants to leave 

the board.” These statements suggest that CCGG creates social benefits through relationships, at least for 

board members. Two of CCGG’s organizing principles likely helped foster the creation of these social 

benefits: CCGG restricts its membership to Canadian institutions and restricts board seats to senior 

executives of member organizations. The idea that social benefits are important is reinforced by the fact 

that CCGG’s membership is small in number. During our sample it averages about 47 members. 

6.2 Coordination Without a Voting Pact: Information Collection and Consensus 

CCGG highlights its members’ collective ownership stakes when it engages firms, but it does not vote 

their stakes and it makes it clear that members are not required to vote with the group. For CCGG to have 

an impact, firms must believe that CCGG’s members agree with CCGG’s requests for governance changes. 

CCGG creates common knowledge about the benefits of governance proposals and its decision-making 

process relies on consensus among board members. The majority voting campaign illustrates CCGG’s role 

in information collection and certification. CCGG’s managing director identified the issue. CCGG then 

worked to identify, and resolve, potential regulatory and legal concerns. It asked one of Canada’s leading 

corporate law firms to draft the majority voting proposal and it pre-vetted the proposal with the financial 
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regulator to ensure that the banks and insurance companies could adopt it. CCGG also acted as the central 

point to hear concerns from boards and generated a running tally of concerns and generated responses that 

were shared with CCGG members. CCGG’s engagements on specific compensation practices similarly 

demonstrate a pivotal role of centralized information collection and certification. Before pursuing changes 

to compensation policies, CCGG along with two members, commissioned a third party to collect data on 

firms’ compensation practices (and gave firms an opportunity to comment on the accuracy of the 

information). With the benefit of this data, CCGG codified its preferred compensation policies in ‘best 

practices’ documents that it posted on its website. Further, CCGG board members that participated in 

engagement meetings had to become aware of CCGG policies and to articulate them to firms. 

CCGG’s policy of consensus-based decision making likely delayed the introduction of its say-on-pay 

campaign. It did not engage firms on say-on-pay until the issue was discussed at multiple CCGG board 

meetings and consensus about its value was reached. CCGG publicizes deviations from consensus. Its 

members did not reach a consensus on multiple voting shares and did not raise this issue in an engagement 

until 2011. At that time, CCGG accompanied its proposals with a public statement about the lack of 

unanimity among its members on this issue. 

The responses to the open-ended survey questions, ‘Why did firms listen to CCGG?’ and ‘Did CCGG 

meetings provide agenda control and was this important to investors?’ reinforce the view that CCGG 

created common knowledge. As one CCGG board member stated: “You have to realize that we haven’t 

done research, didn’t have a framework to pose questions, didn’t have resources to investigate.” As another 

CCGG board member stated: “The CCGG staff put together very insightful policy statements and these 

helped everyone to understand the linkages and triggers within compensation packages.” 

 

7. Conclusion 

We provide new evidence on investor activism and opportunities to expand it through collective action 

by examining the activities of an investor collective action organization called the Canadian Coalition for 

Good Governance. We show that the formation of an ICAO changes the economics of activism. To the best 

of our knowledge, no similar ICAO globally has the extent of CCGG’s voice during our sample period. 

CCGG does not pursue changes in strategic governance but rather acts proactively on a small number 

of process governance issues that have clear support from a broad cross-section of important institutional 

investors. The determinants of CCGG’s private engagements differ from those driving public activism by 
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individual institutions. Its members’ aggregate dollar stake is a primary determinant of engagements, as are 

factors that predict greater acceptance of governance changes, such as the Shapley-Shubik value and the 

strength of a firm’s governance. CCGG’s activism has an impact, both in terms of value when its formation 

was announced, on firms’ governance policies such as majority voting, say-on-pay, compensation practices, 

and on incentive pay. 

Taken together, the evidence suggests that members’ objectives for CCGG were met: through collective 

action, members better served their common interests to improve firms’ governance compared to outcomes 

arising from individual, unorganized actions. Of particular note, domestic pressure-sensitive institutions 

joined CCGG, and through the organization, became active in governance. Our focus on CCGG’s firm-

level engagements likely understates its broader influence. Its firm-level engagements have the potential to 

affect a broader set of firms as a result of board interlocks and other mechanisms. If CCGG affects non-

engaged firms through this channel, our tests are biased against finding significant results.  

In recent years, two new ICAOs have formed, The Investor Forum (IF) in the U.K. and the Investor 

Stewardship Group (ISG) in the U.S. Both of these ICAOs have characteristics that are similar to those of 

CCGG. An important feature of CCGG as a collective action organization is that its members’ aggregate 

ownership stakes are significant. It focuses on institution size, rather than type so that its membership is 

‘multi-type’. Similarly, both the IF and ISG are multi-type and focus membership on investor size. At the 

end of 2018, the IF has 43 full members with £16.9 trillion in assets under management and the ISG has 

more than 60 members with combined assets over US$31 trillion. All three organizations have a process 

by which they create common knowledge and arrive at a consensus. Similar to CCGG, the IF privately 

engages with firms’ boards to achieve its governance objectives. These new ICAOs are in their early days. 

Investigating the impact of these organizations and comparing their efficacy are promising topics for future 

research. 
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Figure 1. Institutional Ownership. 
This figure presents data on institutional ownership of firms included in the S&P/TSX index (excluding income trusts and REITs) from 2005 to 2015 that have ownership data in 

FactSet and Capital IQ and have market cap data in Worldscope. Figure 1A reports institutional ownership as a percentage of total ownership. Figure 1B reports the breakdown of 

institutional ownership between Canadian (domestic) and foreign institutional investors. Foreign institutions are defined as those domiciled outside Canada. Figure 1C reports the 

breakdown of ownership by Canadian institutional investors between pressure-sensitive institutions and independent institutions. Bank-affiliated asset managers and insurance 

companies are classified as pressure-sensitive, as in Chen, Harford, and Li (2007). All other institutions are classified as independent. Figure 1D reports the breakdown of ownership 

by Canadian institutional investors between CCGG member institutions and other institutions. 
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Table I. Ownership by the Largest Institutional Investor and by CCGG Members. 
This table reports ownership data for the largest institutional investor and for CCGG members. The sample includes firms in the S&P/TSX index (excluding income trusts and REITs) 

from 2005 to 2015 that have ownership data in FactSet and market cap data in Worldscope. For each firm, each year, we identify the institutional investor with the largest ownership 

stake that is not a CCGG institutional investor and is not classified as pressure-sensitive using the classification of Chen, Harford, and Li (2007). For CCGG, we show the collective 

ownership of all CCGG members. The table reports three measures of ownership: the percentage ownership, dollar ownership ($ millions), and the Shapley-Shubik value (a measure 

of voting power). For each measure of ownership we report the value-weighted average (VW Mean), equally-weighted average (EW Mean), and median computed over firm-year 

for all observations from 2005 to 2015 for. t-statistics for differences in means and z-scores for differences in medians (Wilcoxon rank-sum test) are reported in parentheses below 

the differences. Variables are defined in Table A.I. 

  Largest Institutional Investor   CCGG   Differences 

  VW Mean EW Mean Median   VW Mean EW Mean Median   VW Mean EW Mean Median 

            

% Ownership 4.9% 6.4% 5.3%  19.4% 13.2% 11.1%  14.5% 6.8% 5.8% 

         (14.98) (33.94) (31.62) 

            

$ Ownership $999.5  $310.4  $113.8   $5,919.2  $1,226.4  $235.8   $4,919.7 $916.0 $122.0 

         (9.32) (14.94) (14.99) 

            

Shapley-Shubik Value 3.8% 5.4% 4.3%  24.3% 13.3% 9.1%  20.5% 7.9% 4.8% 

         (13.21) (23.76) (19.16) 
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Table II. CCGG’s Private Engagements. 
This table reports a summary of CCGG’s private engagements. The sample consists of firms in the S&P/TSX index (excluding 

income trusts and REITs) that are engaged by CCGG and have complete data on firm characteristics, measured at the end of 

each year. The first and second columns of Panel A show the total number of engagements and the percentage of index firms 

engaged each year. The third column shows the average number of topics raised per meeting. The last three columns show the 

number of engagements in which CCGG requested that firms adopt majority voting, say-on-pay, or compensation policies (one 

or more of clawbacks, capped pensions, and performance peer groups). Panel B lists all governance topics and changes 

requested by CCGG at private engagement meetings between 2008 and 2015. The number of times each topic is raised is in 

parentheses. 

 

Panel A: Private Engagements 

Year/Period 
# of 

Engagements 

% of Index 

Firms 

# of Topics per 

Meeting 

Majority 

Voting 

Say-on-

pay 

Compensation 

Policies 

       
2005/2006 88 41%  88   

       
2008 5 3% 7  5 5 

2009 19 11% 5  11 12 

2010 26 13% 5  11 9 

2011 41 17% 7  16 17 

2012 40 17% 7  12 23 

2013 48 23% 8  20 19 

2014 36 15% 8  13 14 

2015 41 18% 7  8 10 

       
2008-2015 Total (Average) 256 (32) (15%) (7)  96 109 

              

Panel B: Governance Topics 

   
Compensation  Board Composition 

Performance Sensitive Pay (204)  Director Nomination/Succession/Recruitment (110) 

Risk Management Link to Compensation (197)  Board Expertise (98) 

Disclosure on Executive Compensation (108)  Busy Board (48) 

CEO Succession Plans (84)  Board Independence (38) 

Clawback Adoption (79)  Board Evaluation (36) 

Director Compensation (55)  CEO-Chairman Duality (29) 

Compensation Peers (44)  Board Gender Diversity (24) 

Post-retirement Share Ownership Requirements (43)  Director Tenure or Term Limit (21) 

Performance Peers (40)  Board Size (12) 

Hedging by CEOs (39)  Geographic Diversity of Directors (11) 

Capped Pension Benefits (36)  Executive Committee (9) 

Executive Shareholding Requirements (28)  Chair Independence (5) 

Details of Clawback Provisions (18)  CEO Membership on Compensation Committee (1) 

Termination Entitlements for NEOs (1)   

Automatic Re-pricing of Options (1)   

   
Shareholder Rights and Voting  Disclosure 

Say-on-pay  Adoption (96)  Disclosure of Board of Director Related Issues (35) 

Change of Control Provisions (66)  Disclosure of Voting (19) 

Shareholder Engagement and Feedback (58)  Shareholder Letter Before Proxy Dates with Key Info (13) 

Say-on-pay Frequency and Thresholds (30)  Auditor Changes (1) 

Majority Voting Strong-form Adoption (26)   

Majority Voting Adoption (24)   

Multiple Voting Shares (17)   

Proxy Advisors (1)   

Quorum Requirement for Shareholders Meetings (1)   
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Table III. CCGG’s Private Engagement Meetings and Investors’ Direct Access to the Board. 
Panel A summarizes data on CCGG’s private engagement meetings and meeting attendees between 2008 and 2015. The sample 

consists of firms in the S&P/TSX index (excluding income trusts and REITs) that are engaged by CCGG and have complete 

data on firm characteristics, measured at the end of each year. Panel B reports marginal effects from a logit regression in which 

the dependent variable equals one if none of management, legal counsel, and investor relations staff are present at an 

engagement meeting. The explanatory variables are defined in Table A.I. Year fixed effects are included. The marginal effect 

of a variable is evaluated fixing the other explanatory variables at their means. For a continuous variable, the marginal effect 

is the derivative evaluated at the variable’s mean. For a dummy variable, it is the discrete change associated with the variable 

changing from zero to one. Marginal effects are not computed for the constant. t-statistics are computed with standard errors 

clustered at the firm-level. ** and *** indicate statistical significance at the 5%, and 1% levels, respectively. 

 

Panel A: Engagement Meetings 

  N % of Meetings 

   

Number of engagement meeting requests 259  

Number of engagement meetings 256  

   

No management present (executives, legal counsel, or investor relation staff) 220 86% 

Two or more independent directors present 236 92% 

Non-executive chair or lead independent director present 232 91% 

Senior executive of institutional investor (CCGG member) present  253 99% 

Senior executive of institutional investor (CCGG Board Member) present 230 90% 

      

 

Panel B: Investors’ Direct Access to the Board 

  (1) 

  
CCGG Shapley-Shubik Value 0.003** 

 (2.45) 

Good Governance 0.099*** 

 (2.68) 

Log(Assets) –0.008 

 (–0.73) 

  
Year FE  YES 

Observations 256 

Pseudo R-squared 0.254 
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Table IV. CCGG Membership: Institution Size and Type. 
This table reports marginal effects from logit regressions where the dependent variable equals one if an institutional investor is a CCGG member in year t 

(model (1)) or an active CCGG member in year t (model (2)). An institution is defined as an active member if a top executive from the institution serves on 

CCGG’s board or on a working group. Log($ Ownership in Index Firms) is the log of the total dollar holdings of an institution’s holdings in all Canadian 

firms in the S&P/TSX index in year t. Pressure-Sensitive Institution is a dummy variable that equals one for bank-affiliated asset managers and insurance 

companies, as in Chen, Harford, and Li (2007). Year fixed effects are included. The marginal effect of a variable is evaluated fixing the other explanatory 

variables at their means. For a continuous variable, the marginal effect is the derivative evaluated at the variable’s mean. For a dummy variable, it is the 

discrete change associated with the variable changing from zero to one. Marginal effects are not computed for the constant. t-statistics are computed with 

standard errors clustered at the institution-level. *** indicates statistical significance at the 1% level. 

 

 CCGG 

Membership 

CCGG Board Member or 

Working Group 

  (1) (2) 

   

Log($ Ownership in Index Firms) 0.049*** 0.007*** 

 (6.35) (2.72) 

Pressure-Sensitive Institution 0.044 –0.010 

 (0.83) (–1.28) 

   

Year FE  Yes Yes 

Observations 2,445 2,445 

Pseudo R-squared 0.240 0.305 
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Table V. Determinants of CCGG’s Private Engagements. 
This table reports marginal effects from logit regressions that examine the determinants of CCGG’s engagements on majority voting in a letter writing campaign 

in 2005 and in engagement meetings from 2008 to 2015. The sample consists of firms in the S&P/TSX index (excluding income trusts and REITs) with complete 

data on firm characteristics, measured at the end of each year. In models (1)–(2), the dependent variable equals one if CCGG sent a letter to a firm in 2005 that 

requests it to adopt majority voting. In models (3)–(4), the dependent variable equals one for a firm in year t, if during that year, representatives from CCGG met 

with the firm’s board members and requested governance changes. In models (5) and (6), the dependent variable equals one in year t if CCGG requested that the 

firm adopt say-on-pay in an engagement meeting that year. The sample excludes firms after they adopt say-on-pay. Models (7)–(8) are similar but report results 

for compensation policies (one or more of clawbacks, capped pensions, or performance peer groups). The sample excludes firms after they adopt all three policies. 

The explanatory variables are defined in Table A.I. Year fixed effects are included in models (3)–(8) and 1-digit SIC industry fixed effects are included in all 

models. The marginal effect of a variable is evaluated fixing the other explanatory variables at their means. For a continuous variable, the marginal effect is the 

derivative evaluated at the variable’s mean. For a dummy variable, it is the discrete change associated with the variable changing from zero to one. Marginal effects 

are not computed for the constant. t-statistics are computed with heteroscedasticity-consistent standard errors in (1) and (2) and with standard errors clustered at 

the firm-level in (3)–(8). *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively. 

  Majority Voting   All Engagement Meetings   Say-on-pay   Compensation Policies 

  (1) (2)   (3) (4)   (5) (6)   (7) (8) 
            

Log(CCGG $ Ownership) 0.333***   0.025***   0.012**   0.013***  

 (5.53)   (3.39)   (2.28)   (2.70)  

CCGG Shapley-Shubik Value  0.006*   0.002***   0.001***   0.001*** 
  (1.67)   (4.82)   (4.43)   (2.97) 

Log(Travel Time) –0.019 –0.015  –0.005** –0.004*  –0.004** –0.004***  –0.003* –0.003* 
 (–1.09) (–0.85)  (–2.06) (–1.75)  (–2.41) (–2.61)  (–1.75) (–1.67) 

1-year Stock Return –0.279** –0.051  –0.060** –0.044*  –0.034** –0.024*  –0.049*** –0.040*** 
 (–1.97) (–0.38)  (–2.36) (–1.91)  (–2.22) (–1.95)  (–3.39) (–2.91) 

Good Governance 0.020 0.045  0.041*** 0.028*  0.036*** 0.021**  0.026*** 0.022** 
 (0.22) (0.46)  (2.91) (1.86)  (3.33) (2.33)  (2.90) (2.24) 

U.S. Listed –0.203** 0.005  –0.017 –0.018  0.009 0.004  –0.017 –0.014 
 (–2.14) (0.05)  (–1.01) (–1.03)  (0.70) (0.35)  (–1.64) (–1.36) 

Log(Assets) –0.019 0.237***  0.024*** 0.042***  0.017*** 0.024***  0.011** 0.021*** 
 (–0.39) (5.52)  (3.09) (8.58)  (2.95) (6.55)  (2.07) (5.66) 
            

Year FE  No No  Yes Yes  Yes Yes  Yes Yes 

Industry FE  Yes Yes  Yes Yes  Yes Yes  Yes Yes 

Observations 212  212   1,666  1,666   1,137  1,137   1,554  1,554  

Pseudo R–squared 0.458 0.311  0.138 0.141  0.216 0.241  0.163 0.162 
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Table VI. Abnormal Returns Around the Announcement of CCGG’s Formation. 
This table reports estimates from OLS regressions that examine cross-sectional differences in abnormal returns around 

the announcement on June 27, 2002 of the intent to form CCGG. In models (1)–(6), the dependent variable is the 

cumulative abnormal return (CAR) over a 3 day window (t–1 to t+1) around the announcement. Models (1)–(2) and 

(5)–(6) estimate abnormal returns from a market model and models (3)–(4) estimate abnormal returns from a four 

factor model (factor returns are obtained from AQR Capital). In models (5)–(6), the regressions are estimated 

following Sefcik and Thompson (1986)). In models (7)–(8), the dependent variable is the cumulative abnormal return 

(CAR) over a 12 day window (t–1 to t+10) around the announcement. The sample includes Canadian firms included 

in the TSE 300 index (predecessor to the S&P/TSX Composite index) with complete information on firm 

characteristics in 2002. CCGG $ Ownership and Shapley-Shubik Value are calculated based on the 12 institutional 

investors mentioned in the press release. Details on the CARs and other variable definitions are in Table A.I. 1-digit 

SIC industry fixed effects are included in each regression. t-statistics are computed with heteroscedasticity-consistent 

standard errors. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, respectively. 

 

  
CAR(–1,+1) 

CAR(–1,+1) 

Four Factor 

CAR(–1,+1) 

Sefcik and Thompson 

(1986) 

CAR(–1,+10) 

 

  (1) (2) (3) (4) (5) (6) (7) (8) 

 
        

Log(1+CCGG $ Ownership) 0.663**  0.650**  0.659**  0.781*  

 (2.37)  (2.38)  (2.07)  (1.76)  

CCGG Shapley-Shubik Value 
 0.076**  0.076**  0.075**  0.060** 

 
 (2.55)  (2.51)  (2.41)  (1.98) 

Log(Travel Time) 0.282 0.273 0.296 0.287 0.288 0.278 0.426* 0.418* 

 
(1.39) (1.30) (1.48) (1.39) (1.46) (1.41) (1.86) (1.81) 

1-year Stock Return –1.524* –1.555* –0.894 –0.926 –1.661 –1.691 –6.075*** –6.082*** 

 
(–1.88) (–1.81) (–1.07) (–1.05) (–1.17) (–1.19) (–5.12) (–5.06) 

Good Governance 1.059 0.918 1.261 1.113 1.032 0.893 0.990 1.000 

 
(1.34) (1.09) (1.59) (1.32) (1.32) (1.15) (0.82) (0.81) 

U.S. Listed –1.440* –1.013 –1.454* –1.034 –1.363 –0.938 0.018 0.514 

 
(–1.90) (–1.41) (–1.93) (–1.45) (–1.31) (–0.93) (0.01) (0.40) 

Log(Assets) –0.387 0.114 –0.276 0.214 –0.408 0.089 –0.932* –0.335 

 
(–1.28) (0.43) (–0.90) (0.83) (–0.36) (0.22) (–1.85) (–0.79) 

Constant 1.313 –4.113 0.069 –5.252 1.680 –1.237 6.712 0.314 

 
(0.34) (–1.10) (0.02) (–1.44) (0.26) (–0.57) (1.04) (0.05) 

 
        

Industry FE  Yes Yes Yes Yes Yes Yes Yes Yes 

Observations 195 195 195 195 195 195 195 195 

Adjusted R–squared 0.134 0.123 0.097 0.087   0.188 0.178 
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Table VII. Majority Voting Adoptions. 
This table reports estimates from regressions that examine the adoption of majority voting. The dependent variable in model 

(1) equals one if a firm adopted majority voting in 2006 or 2007. The sample includes firms in the S&P/TSX index (excluding 

income trusts and REITs) in 2005 that have complete data on firm characteristics, measured at the end of 2005, and were not 

delisted in 2006 or 2007. Engaged on Majority Voting equals one if a firm was engaged on majority voting by CCGG in 2005. 

Model (1) reports marginal effects from a logit regression. The marginal effect of a variable is evaluated fixing the other 

explanatory variables at their means. For a continuous variable, the marginal effect is the derivative evaluated at the variable’s 

mean. For a dummy variable, it is the discrete change associated with the variable changing from zero to one. Marginal effects 

are not computed for the constant. The other explanatory variables are defined in Table A.I. 1-digit SIC industry fixed effects 

are included. t-statistics are computed with heteroscedasticity-consistent standard errors. *, **, and *** indicate statistical 

significance at the 10%, 5%, and 1% levels, respectively. 

 

  
Logit 

Marginal Effects 

  (1) 

  

Engaged on Majority Voting 0.175** 

 (2.35) 

Good Governance 0.356*** 

 (4.53) 

Other Institutional Ownership 0.002 

 (0.97) 

U.S. Listed 0.077 

 (0.85) 

1-year Stock Return 0.086 

 (0.83) 

Year FE  No 

Industry FE  Yes 

Observations 196 

Pseudo R-squared [Adjusted R-squared] 0.271 

    



44 

Table VIII. Say-on-pay and Compensation Policies Adoptions. 

Panel A reports estimates from regressions that examine adoption of say-on-pay following CCGG engagements between 2008 and 2015. 

The sample includes firms in the S&P/TSX index (excluding income trusts and REITs) with complete data on firm characteristics. Firms 

that adopt say-on-pay are dropped in subsequent years. The dependent variable in models (1) and (4)–(6) equals one if a firm adopt say-

on-pay in year t+1. It equals one in model (2) if a firm adopts in t+1 or t+2. Engaged on Say-on-pay is a dummy that equals one if a 

firm is engaged on say-on-pay by CCGG in year t. Models (1)–(2) report marginal effects from logit regressions. The marginal effect 

of a variable is evaluated fixing the other explanatory variables at their means. For a continuous variable, the marginal effect is the 

derivative evaluated at the variable’s mean. For a dummy variable, it is the discrete change associated with the variable changing from 

zero to one. Marginal effects are not computed for the constant. Model (3) reports the first-stage probit regression of a treatment-effects 

model where the dependent variable equals one if a firm is engaged by CCGG on say-on-pay in year t. It is estimated jointly with the 

second-stage OLS regression in model (4) using maximum likelihood. Lambda is the implied coefficient for the Inverse-Mills Ratio. 

The other explanatory variables are defined in Table A.I. Year fixed effects and 1-digit SIC industry fixed effects are included in (1)–

(4). Models (5)–(6) are OLS regressions that include year and firm fixed effects. Panel B is similar but reports results for compensation 

policies (one or more of clawbacks, capped pensions, or performance peer groups). Firms are dropped from subsequent years if they 

adopt all three policies. t-statistics are computed with standard errors clustered at the firm-level. *, **, and *** indicate statistical 

significance at the 10%, 5%, and 1% levels, respectively. 
 

 Panel A: Say-on-pay 
Logit Marginal Effects 

Treatment Effects 

1st Stage Probit 

Treatment Effects 

2nd Stage OLS 
OLS 

 Adopt t+1 Adopt t+1 or 2 Engaged on Say-on-pay Adopt t+1 Adopt t+1 Adopt t+1 

  (1) (2) (3) (4) (5) (6) 

       
Engaged on Say-on-pay 0.070*** 0.123***  0.214*** 0.181*** 0.148*** 

 (2.97) (4.98)  (3.53) (3.16) (2.76) 

Ever Engaged firm 0.023 0.010     

 (1.11) (0.45)     
CCGG Shapley-Shubik      –0.004* 

      (–1.89) 

Engaged × CCGG Shapley-Shubik      0.011** 

      (2.59) 

Good Governance 0.124*** 0.127*** 0.484*** 0.176*** 0.051 0.054 

 (6.52) (6.44) (3.09) (5.97) (0.87) (0.93) 

Other Institutional Ownership 0.001* 0.001* 0.003 0.001* 0.003 0.003 

 (1.76) (1.77) (0.53) (1.77) (1.50) (1.44) 

U.S. Listed 0.040* 0.039* 0.051 0.054* 0.102 0.105 

 (1.78) (1.68) (0.22) (1.92) (1.11) (1.11) 

Shareholder Proposal 0.197*** 0.193*** 0.236 0.400*** 0.241** 0.239** 

 (4.24) (4.01) (0.93) (4.37) (2.01) (2.06) 

1-year Stock Return –0.013 –0.012 –0.479** –0.020 –0.034 –0.022 

 (–0.60) (–0.58) (–2.41) (–0.86) (–1.18) (–0.75) 

Log(Assets) 0.012* 0.011 0.192** 0.012 –0.013 –0.012 

 (1.67) (1.59) (2.40) (1.55) (–0.38) (–0.35) 

Log(Travel Time)   –0.057**    

   (–2.14)    
Log(CCGG $ Ownership)   0.214***    

   (2.91)    
Lambda    –0.018   

    (–1.04)   
Constant   –6.812*** –0.215* –0.031 –0.039 

   (–6.70) (–1.79) (–0.06) (–0.08) 

       
Year FE  Yes Yes Yes Yes Yes Yes 

Industry FE  Yes Yes Yes Yes No No 

Firm FE No No No No Yes Yes 

Observations 1,079 1,066 1,079 1,079 1,079 1,079 

Pseudo R–squared [Adjusted R–squared] 0.236 0.256   [0.218] [0.237] 
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Table VIII continued. 

 Panel B: Compensation Policies Logit Marginal Effects 
Treatment Effects 

1st Stage Probit 

Treatment Effects 

2nd Stage OLS 
OLS 

 Adopt t+1 Adopt t+1 or 2 
Engaged on 

Compensation Policies 
Adopt t+1 Adopt t+1 Adopt t+1 

  (1) (2) (3) (4) (5) (6) 

       

Engaged on Compensation Policies 0.125*** 0.210***  0.793*** 0.129** 0.094* 
 (3.47) (5.81)  (11.00) (2.26) (1.76) 

Ever Engaged firm 0.005 0.004     

 (0.26) (0.20)     

CCGG Shapley-Shubik      –0.004** 
      (–2.37) 

Engaged × CCGG Shapley-Shubik      0.008** 
      (2.18) 

Good Governance 0.077*** 0.078*** 0.259** 0.052* 0.100** 0.107** 
 (3.62) (3.40) (2.42) (1.94) (2.11) (2.25) 

Other Institutional Ownership –0.000 –0.000 –0.002 –0.000 –0.001 –0.001 
 (–0.51) (–0.13) (–0.57) (–0.32) (–0.37) (–0.79) 

U.S. Listed 0.029 0.016 –0.168 0.019 –0.058 –0.030 
 (1.13) (0.59) (–1.28) (0.72) (–0.75) (–0.39) 

Shareholder proposal –0.012 0.039 0.638 0.232* –0.082 –0.095 
 (–0.14) (0.52) (1.55) (1.72) (–0.55) (–0.62) 

1-year Stock Return –0.034 –0.034 –0.466*** –0.006 –0.034 –0.029 
 (–1.13) (–1.11) (–2.76) (–0.21) (–1.13) (–0.95) 

Log(Assets) 0.016** 0.018** 0.050 –0.007 0.057* 0.063** 
 (2.08) (2.26) (1.13) (–0.88) (1.80) (1.98) 

Log(Travel Time)   –0.039**    

   (–2.45)    

Log(CCGG $ Ownership)   0.200***    

   (4.36)    

Lambda    –0.332***   

    (–10.70)   

Constant   –3.985*** 0.241* –0.789* –0.853* 
   (–5.87) (1.91) (–1.67) (–1.82) 
       

Year FE  Yes Yes Yes Yes Yes Yes 

Industry FE  Yes Yes Yes Yes No No 

Firm FE No No No No Yes Yes 

Observations 1,488 1,486 1,488 1,488 1,488 1,488 

Pseudo R–squared [Adjusted R–squared] 0.071 0.089   [0.048] [0.055] 
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Table IX. Changes in CEO Compensation After CCGG Engagements. 
This table reports estimates from OLS regressions that examine changes in CEO equity pay ratio (EPR) following 

CCGG engagements. The sample period is from 2008 to 2015. The sample includes firms in the S&P/TSX index 

(excluding income trusts and REITs) during any year in the sample period, with complete data on lagged firm 

characteristics. The dependent variable in models (1)–(2) is the CEO’s EPR. The dependent variable in models (3)–

(4) is the natural logarithm of the CEO’s total pay. Engaged on Compensation equals 1 in year t and in all subsequent 

years if a firm is engaged on any compensation related issue by CCGG in year t–1. The other explanatory variables 

are defined in Table A.I. Firm characteristics are lagged by one year. Year fixed effects and 1-digit SIC industry fixed 

effects are included in model (1). Model (2) includes year and firm fixed effects. t-statistics are computed with standard 

errors clustered at the firm-level. *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels, 

respectively. 

 

  Equity Pay Ratio   Log(Total Pay) 

  (1) (2)   (3) (4) 
      

Engaged on Compensation 5.532*** 4.094**  0.077 0.042 
 (2.61) (2.11)  (1.28) (0.68) 

Ever Engaged Firm 1.396   0.199***  

 (0.60)   (2.62)  

CEO Turnover –3.099 –3.012  0.104* 0.127** 
 (–1.47) (–1.49)  (1.69) (2.00) 

S&P/TSX Index Member 1.630 –0.207  0.008 –0.022 
 (0.78) (–0.10)  (0.12) (–0.25) 

Other Institutional Ownership % –0.031 –0.055  0.004** 0.000 
 (–0.50) (–0.64)  (2.08) (0.01) 

Log(Market Cap.) 4.580*** 3.096*  0.367*** 0.149*** 
 (5.30) (1.92)  (14.87) (3.15) 

1-year Stock Return 4.176*** 1.982  0.078* 0.086* 
 (2.67) (1.37)  (1.67) (1.93) 

Volatility 0.025 –0.018  0.007*** 0.001 
 (0.48) (–0.35)  (3.82) (0.48) 

Tobin's Q 0.035 2.233*  –0.190*** –0.005 
 (0.04) (1.91)  (–3.74) (–0.09) 

Leverage 0.011 –0.004  0.004** –0.000 
 (0.20) (–0.06)  (1.99) (–0.03) 

Cash/Assets –0.067 –0.011  0.007*** –0.001 
 (–1.00) (–0.12)  (2.94) (–0.14) 

Dividend Paid –3.304 5.919**  0.018 0.211** 
 (–1.39) (2.21)  (0.26) (2.47) 

U.S. Listed 4.943** 6.578*  0.181** 0.072 
 (2.00) (1.78)  (2.49) (0.64) 

Constant –31.438** –12.024  9.043*** 12.236*** 
 (–2.58) (–0.57)  (27.01) (18.53) 
      

Year FE  Yes Yes  Yes Yes 

Industry FE  Yes No  Yes No 

Firm FE No Yes  No Yes 

Observations 1,993 1,993  1,993 1,993 

Adjusted R-squared 0.158 0.059  0.437 0.088 
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APPENDIX 

 

Table A.I. Variable Definitions. 
This table lists data sources and provides definitions of the variables used in the paper. 
 

Variable Description 

1-year Stock Return Buy-and-hold stock return in the one year period ending June 30 of the current year (Source: Datastream). 

Adopted Compensation 

Policies 

Equals 1 if a firm adopted one or more of clawbacks, capped pensions, performance peer groups in year t between 2009 and 2016. Equals 0 if 
the firm did not adopt any of these policies. For firms that adopt all three policies, it is set to missing in subsequent years (see also “Engaged 

on Compensation Policies”). (Source: Firms’ proxy statements). 

Adopted Majority 

Voting 

Equals 1 if the firm adopted majority voting in 2006 or 2007. Equals 0 if the firm did not adopt such a policy (see also “Engaged on Majority 

Voting”)). (Source: Firms’ proxy statements). 

Adopted Say-on-pay 
Equals 1 if a firm adopted say-on-pay in year t between 2009 and 2016. Equals 0 if the firm did not adopt such a policy. For firms that adopted 

say-on-pay, this variable is set to missing in subsequent years (see also “Engaged on Say-on-pay”). (Source: Firms’ proxy statements). 

Cash/Assets The ratio of cash held by the firm to Total Assets. (Source: Worldscope). 

CCGG $ Ownership 
The total dollar holdings in a given firm owned by CCGG member institutions (identified from CCGG's annual reports) in a given year. We 
identify each individual CCGG member’s shareholdings for each firm from FactSet and Capital IQ. Shareholdings are aggregated across 

members to compute total dollar holdings. (Source: CCGG, FactSet, Capital IQ). 

CCGG % Ownership 
The percentage of a firm's outstanding shares owned by CCGG member institutions in a given year. We identify each individual CCGG 
member’s shareholdings for each firm from FactSet and Capital IQ. Shareholdings are aggregated across members to compute total percentage 

holdings. CCGG members are identified from its annual reports. (Source: CCGG, FactSet, Capital IQ). 

CCGG Shapley-Shubik 

Value 

The Shapley-Shubik value for CCGG. CCGG is assumed to act as a single shareholder that represents the collective voting rights of its members 
in an oceanic voting game, with a voting threshold of 50%. Other shareholders with voting rights of 10% or more are considered major 

shareholders. Shareholders with voting rights of less than 10% are considered minor (oceanic) shareholders. (Source: Firm’s proxy statements, 

Factset). 

CEO Turnover Equals 1 if the CEO changes during the year. Equals 0 otherwise. (Source: Firms' proxy statements and annual reports). 

Cumulative abnormal 
return 

Cumulative abnormal returns, in percent, are estimated for the 3-day window around the announcement on June 27, 2002 of the intent to form 

CCGG. This is computed by summing daily abnormal returns during the window. Daily abnormal returns for each firm are estimated, following 
standard event study methodology, from a market model estimated during the 250 day period ending 60 days before the event date. (Source: 

Datastream, AQR Capital Factor Returns from https://www.aqr.com/Insights/Datasets). 

Dividend Paid Equals 1 if the firm paid a dividend during the year. Equals 0 otherwise. (Source: Worldscope). 

Engaged on 

Compensation 

Equals 1 in year t and all subsequent years if a firm is engaged by CCGG on any aspect of executive compensation in year t–1. Equals 0 

otherwise. (Source: Private CCGG records). 

Engaged on 

Compensation Policies 

Equals 1 in year t if a firm is engaged by CCGG on compensation policies (one or more of clawbacks, capped pensions, performance peer 

groups) in year t–1. Equals 0 otherwise (see also “Adopted Compensation Policies”). (Source: Private CCGG records). 

Engaged on Majority 

Voting 

Equals 1 if, during 2005, CCGG sent a letter to a firm’s board requesting that the firm adopt a majority voting policy. Equals 0 otherwise 

(see also “Adopted Majority Voting”). (Source: Private CCGG records). 

Engaged on Say-on-pay 
Equals 1 in year t if a firm is engaged by CCGG on say-on-pay in year t–1. Equals 0 otherwise (see also “Adopted Say-on-pay”). (Source: 

Private CCGG records). 

Equity Pay Ratio 

The ratio of CEO equity pay to total pay in a given year. To compute equity-based pay, we make the following assumptions. For PSUs and 
RSUs, we use reported values. For RSUs we assume a three-year holding period. For stock options, we use the Black-Scholes value of the 

option grant. We assume that volatility is the annualized standard deviation of stock returns during the 60 months prior to the grant date; the 

risk-free rate is the seven-year Treasury bill yield on the grant date; the grant-date stock price is the exercise price; the dividend yield is the 
average dividend yield over a three-year period prior to the grant. (Source: Firms' proxy statements and annual reports; Clarkson Centre for 

Business Ethics and Board Effectiveness at the University of Toronto). 

  

  

https://www.aqr.com/Insights/Datasets
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Variable Description 

Ever Engaged Firm 
Equals 1 for all years for firms that are engaged by CCGG on any issue in any year between 2008 and 2015. Equals 0 otherwise. (Source: 

Private CCGG records). 

Good Governance 

Equals 1 if a firm is ranked above the 66th percentile in a given year in the annual Board Games Governance scores. The Board Games scores 
are part of a report published annually by The Globe and Mail. The scores rate the governance practices of firms in the S&P/TSX index using 

criteria that go beyond rules imposed by regulators. The individual components of the scores are grouped into four categories; board 

composition, shareholding and compensation, shareholder rights, and disclosure. Firms are scored based on information from their most 
recent annual shareholder proxy statements. We exclude dual-class shares as a scoring item each year. The criteria used to compile the 

governance scores change from year to year so that a score does not have the same meaning each year. We rank companies each year and set 

the dummy to one for those in the top third. (Source: The Globe and Mail). 

Other Institutional 
Ownership 

The percentage of a firm's outstanding shares held by institutional investors other than CCGG members. (Source: FactSet, Capital IQ). 

Leverage The ratio of Total Debt to Total Assets. (Source: Worldscope). 

Log(Assets) Natural logarithm of Total Assets. (Source: Worldscope). 

Log($ Ownership in 
Index Firms) 

Natural logarithm of the total dollar value of an institutions’ holdings in firms included in the S&P/TSX Composite Index as of June 30 in a 
given year. In some cases, we obtain information on holdings of Canadian equities from an institution’s annual reports. (Source: FactSet). 

Log(Travel Time) 

Natural logarithm of the travel time from CCGG's office to the firm's headquarters. Travel Time equals the driving time from CCGG's office 

to the firm's headquarters if the driving time is less than 2 hours. It equals the flying time plus 45 min (to account for travel time to an airport) 

if the driving time is greater than 2 hours. Flying time is computed by dividing the geodetic distance between Toronto and the firm's location 
in km by 800 (this assumes an aircraft speed of 800 km/h). (Source: Worldscope). 

Log(Market Cap.) Natural logarithm of Market Capitalization. (Source: Worldscope). 

S&P/TSX Index 

Member 
Equals 1 if the firm is included in the S&P/TSX Composite Index as of June 30 that year. Equals 0 otherwise. (Source: Datastream). 

Shareholder Proposal 
Equals 1 if a shareholder proposal requesting adoption of Say-on-pay (Table VIII, Panel A) or Compensation Policies (Table VIII, Panel B) 

is filed with a firm in year t. Equals 0 otherwise. (Source: SHARE.ca). 

Tobin's Q The ratio of the sum of a firm's market value of equity and book value of debt to Total Assets (Source: Worldscope). 

U.S. Listed 
Equals 1 if a firm is cross-listed on an exchange in the United States (AMEX, NYSE or NASDAQ) in a given year. Equals 0 otherwise 

(Sources: Bank of New York, Citibank, JP Morgan, the NYSE, NASDAQ, CRSP, and SEC). 

Volatility The annualized volatility of the firm's stock returns during the 104-week period ending in June 30 of the current year (Source: Datastream). 
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Table A.II. Survey Instrument 

Respondent information: We administered the survey to institutional investors that are CCGG members. 

The respondent was in all cases a senior executive. Three are CCGG board members, including one who 

served as chair and one who served as vice chair. In addition, we interviewed two CCGG managing 

directors, one current, one past. 

1. Information about governance work of your own organization and others 

a. Number of FTE engaged in ‘governance work’ in your organization from prior to CCGG 

formation to now? 

b. Governance work at your organization includes? [open-ended response] 

c. What is the focus of your organization’s governance work (i.e., List the 3 most important 

activities measured by time spent and/or impact)? [open-ended response] 

d. Did CCGG involvement change your organization’s approach to governance? [open-ended 

response] 

e. Other investor organizations active in ‘governance work,’ measured by their FTE [List top 

3 organizations, each with expected FTE] 

2. CCGG and its governance focus 

a. Membership? [open-ended] 

b. What is the focus of CCGG’s governance work (i.e., 3 most important activities measured 

by time spent and/or impact)? [open-ended response] 

c. For activity 1 (2, 3), put an X beside the following 3 choices that is most accurate 

i. When CCGG took on activity 1, FTE from my organization devoted to this activity 

decreased _____________________ 

ii. When our organization took on activity 1, FTE from my organization devoted to 

this activity stayed the same __________________ 

iii. When our organization took on activity 1, FTE from my organizations devoted to 

this activity increased ____________________ 

d. For activity 1 (2, 3), which organization is most responsible for positive firm 

responsiveness to initiatives 

i. CCGG ___  ii.   Other members _____  iii.    Non-member_______ 

If ii) or iii) , which organization?  ______________________________ 

3. Process for Identifying Issues and Deciding on Actions with Group Decision Making 

a. For activity 1 (2, 3) identify which organization proposed the initiative by an X?  

b. CCGG staff ,  ______member organization __________ 

c. Was the approval of this initiative unanimous? (Y/N) ___Process to decide if not 

unanimous? __________Any ratification by the AGM either before or after began? 

___________ 

4. How to overcome the free-rider problem? 

a. Aside from benefits from improved governance, are there specific benefits that members 

as organizations, or their representatives, enjoy by being a part of CCGG? [open-ended 

response] 

5. Why did firms listen to CCGG? [open-ended response] 

6. Did CCGG meetings provide agenda control and was this important to investors? 

a. Why did CCGG seek to exclude management, compensation advisors, and legal/investor 

relations from engagement meetings? [open-ended response] 


