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ShareholderActMsmwithWeakCorporateGovernance:
SocialPressure,PrivateCostandOrganizedCrime
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ABSTRACT

PriorresearchprovidesmixedresultsontheabilityofAmericanshareholderactiviststoimprove
managerialbehavior;InJapan,themeansofextemalcomol(e.g.,takeoverilitigation)arenotasefective
asthWaremtheU.S.Challengingmanagementduringannualmeetingsmaybetheonlyoptionleftfbr
disgruntledshareholders.Yet,thesimationiscomplicatedbytheexistenceofcorporateraCketeerswho
dismptmeetingstoblackmailmanagers・血reSponse,authoritieshaveencouragedcompaniestoholdtheir
annualmeetingsonthesamedaytospreadtheracketeergthinoversimultaneousevents.However,this
policyhasasimilareffectonlegitimateactivists．Ourempirical results indicatethat,contraryto
govennnental expectations, shareholderactivismieads to improvement inacompany'scorporate
governance, infbnnational environment andprofitability. Italsoenables finns toattract fbreign
shareholders・ Inaddition,flnnsthatcolludetohavetheirmeetingsonthesamedayhavelower
profitabilityandworsegovemance.Thisprovidesevidenceofthepositiveroleactivistsmayplayand
suggeststheauthoritiesshouldreversetheirpolicyofdiscouragmgshareholderactivism.

Keywords:shareholderactivism,annualmeeting,organizedcr伽e

1.IntrOduCtiOn

Withoutextemalpressure,managersmaybehaveinwaysthataresub-optimalfbrthe
shareholders.Legal recourseandcorporategovernanceareofienseenaswaysto
mitigatethisbehavior(e｡g.,Gompersetal.[20031).Butwhatcansharcholdersdowhen
themeansofcreatingexternalpressuretocontrol suchbehaviorarenotwidely
available？Onepossibilityisshareholderactivismbutthishashadmixedsuccessinthe
U.S. (e.g.,Wahal [19961,Karpoffetal. [1996]).Onehypothesisisactivismisnot
effbctivewhenthereareothermeansofdiscipliningmanagers. InJapan,theseother
meansaregenerallynotavailable,Forexample,shareholderlitigationisrare(West
[1999]), themarketfbrtakeovers isnotactive(ShleiferandVishny[1997]),and
managers'compensationistypicallynotbasedonthestockprice(Kaplan[1994]). In
thiscontext,challengingthemanagementduringannualmeetingsmaybeoneofthe
fewchoiceslefttodisenfianchisedinvestors,apartfiPomsellingtheirstocks.
Prioranecdotalevidencesuggestsmaintainingcontrolduringanannualmeetingis

importantfbrmanagers.Forexample,thelengthoflaIgefinns'meetingsisusuallythe
topstoryontheJapaneseeveningnewsandbankshavetoreportpromptlythelengthof
theirmeetingstotheMimstryofFinance(West[1999]). Inaddition,thelengthofthe
meetingissystematicallyreportedintradejoumals.Morethan40%ofthemeetingsin
oursamplelastedbetween25and35minmes.ThissuggestsdeparturefiPomthetargetof
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!Skeel(2001),DyckandZingales(2003)orWu(2003)providesomesystematicanalysisonthisissue.
30neexampleofsuchtecmiquesistostackthefiPontrowseatswithemployees.
3Wedefine~"legitimatel'shareholderactivismastheactivityofsharehoidefSwhoarenotassociatedwith
organizedcrime,whoaskquestionspertainingtothefinn(asOpposed,fbrexample,toquestionsrelated
lOthepriVatelifboftheexecutives)andwhodosowiththeintentofimprovingtheQperationsofthefinn.
4"FuShqideNigemna,''894NikkeiBusiness,pp.38-45(1997).
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suggestss6加加aregenerallynotaproblemfbrthegovernanceofJapanesefinnsbut
managersstrategicallyusetheperceptionofthisthreattojustifypoorgovernance
practices.
Inaddition,thesefindingsenableustorejectanalternativeexplanationfbrourfirst

setofresults.Underthisaltemativescenario,meetinglengthwouldnotbedrivenby
shareholderactivismbutratherbythemeetingagendasetUpbymanagers.Forexample,
managers,confiPontedwithanadverseeconomicsituation,wouldvolumarilydecideto
restruCmrethefinnandannouncetheirplansatthemeeting,whichwouldleadtolonger
gatherings.Howeverb ifthiswastrue, themeetingdateshouldnotpreventmanagers
fiFomspendingthenecessarytimetopresenttheirplan・Moregenerallyb ifmanagers
couldeasilycontrolthemeetinglengthorwereindifferenttoit,tlleyshouldnottryto
strategicallytimeit.Forexample,theyshouldnottrytotakeadvantageofthenational
clusteringwhenfirm'sperfbnnanceisbad.Second,thereshouldbenorelationbetween
thedateofthemeetingandsubsequemfinn'sperfbnnance,evenq/ierco"抑"j"gfbr
thefactthatperfbnnanceandtransparencymayaffectthechoiceofthedate.Similarlyl
weshouldnotfindanegativerelationbetweenbeingsuhjectedtoalongmeetinginone
yearandchoosingnottohavethesubsequentonesonthenationaldaybevenq/ier
CO〃℃"j"gjbrrhe"p'℃ve"@e"inthefinn'seconomicsimationortransparency. In
otherwords,thedateofthemeetingshouldnothaveanyeconomiceffect・Thisisnot
consistemwithourempiricalfindings.Ontheotherhand, ifourfirstresultsaredriven
byshareholderactivism,techniquesdesignedtopreventit(suchasclusteringmeetings
onanationalday)shouldhaveanimpact.Thisiswhatwefind.Third,wedirectly
investigatethemeetingagendafbrasub-sampleoffinnsthatexperiencedalong
meeting.Wedonotfindmanagementputmoreitemsontheagendathanintheyear
priortothelongmeeting・Inaddition,themanagementputfeweritemsthaninacontrol
groupoffinnsofcomparablesizeandprofitabilitythatdidnotexperiencealong
meetinginthesameyear.Thesethreepointsandtheuseoftwo-steptechniquesto
estimatetheeffectOflongmeetingsleadustoconcludeourresultsarenotprimarily
drivenbyendogeneity.
Webelievethissmdymakesseveral contributions. First, itcontributes toour

understandingofshareholderactivism・Wefindstrongevidenceofthepositiveeffbcts
ofactivism,notonlyongovemanceandshareholderclientelebutalsoonoperationsand
accountingperfbnnance.ThisisincontrasttotheresultsintheU.S・wheretheevidence
ismixedatbest・Forexample,SongandSzewczyck(2003)noteAmerican"shareholder
activismhaslittleeffectonthetargetfinn'ssharevalues,eamingsandoperations.''Our
resultmaybeexplainedbythefactJapanoffersamorepowerfillsettingtosmdythe
eHectofshareholderactivismbecauseothermechanismsavailablearemuchweaker.

Wealsouseauniquedatasetthatcontainsinfbrmationaboutthelengthandtheactivity
ofannualmeetingsfbraverylargecross-sectionoftheeconomyovertenyears.This
helpsustodrawmoregeneralconClusions. Italsoshedslightontheroleofannual
meetings,atopicthathasreceivedlittleattentionintheliterature.Second,wefilrther
theunderstandingoftheroleofoIganizedcrimeinthelegitimateeconomy.Although
theissueofcorporateracketeeringisparticularlysalientinJapan, itexistsinother
countries. Italians6加加arereferredtoascEs〃γ6〃o"whiletheirSouthKorean
counterpartsarecalledc/zo"gheOggzｲ〃(West [19991).Finallybwebelievethatour
empirical resultsaredirectlyrelevanttopolicymakers・Aspreviouslymentioned,
Japaneseauthoritieshavesupportedpoliciesrestrictingactivismonthegroundsthatthis
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wouldotherwisehurttheeconomy・Ouranalysissuggeststhepolicyisdetrimentalto
marketefficiencyandcorporategovernance・AlthoughthespecificsmaybeuniqUeto
Japan,comparableclaimshavebeenmadeelsewherebymanagerstryingtoobtainlegal
protectionfiPomtheauthoritiesagainstexternalshareholders・Forexample,American
managershaveclaimedthatdirectelectionofdirectorsduringannualmeetingmay
causehanntothefinns､5Japanesemanagerswereperhapsuniquelysuccessfi,l in
obtainingthispolitical protectionbyusingthe hreat oforganizedcrimeasa
justification.Webelievethatourresultsspeaktothisgeneralissue.
Theremainderofthispaperisolganizedasfbllows. InSectionl,weprovide

backgroundinfbrmationonshareholderactivism・ InSectionll,wedevelopour
hypotheseS・Sectionllldescribethesampleandpresentsdescriptivestatistics・Section
IVreportstheempiricaltestsandresults.WeconcludeinSectionV

2.BackgroundofShareholderActivism

2.I"Leg"伽α花”乱c加応碗
Whetheroutsideshareholderscaninfluencecorporategovernanceorprofitability

throughpublicactivismhasbeenmainlystudiedwithU.S.data・Evidenceofpositive
influenceismixedatbest・Wahal (1996)considelstheeffbctofpublicsharellolder
activismbypensionfundsonAmericancompanies・Hereportsthatthereareno
signifIcantabnonnalreturnsatthetimeofthetargetingfbrthevastm"orityoffinns.
Priorresultsalsosuggestthatthereisnoevidenceofsignificantlong-termimprovemem
ineitherstockpriCeoracCountingperfbnnanCe.Karpoffetal.(1996)fIndcomparable
results fbr shareholder-initiatedproxyproposals. Smith (1996) also findsno
improvememinoperatingperfbrmanceoffinnstargetedbyCalPERSalthoughthereis
anincreaseinstockpricesoffInnsthatagreedtocooperatewiththefimd・Stricklandet
al. (1996)analyzetheeffectoftheUnitedShareholderAssociation,anassociationof
largelysmallshareholders,whichnegotiated53agreementswithmainlylargeandpoor
perfbrmingAmericanfinnstoimprovetheircorporategovemance.Theannouncement
bftheagrgementledtoanaverageabnonnalretilrnofO.9%.6PrevostandRao(2000)
reportthatfinnstargetedoncebypensionfimdsexperiencenolong-termabnonnal
returnsbutfinnssubjectedtorepeatedattacksexperiencenegativeremrns.
IncontrasttothenumberofstudiesonshareholderactivisminU.S・finns,theamoum

ofresearchonshareholderactivisminJapanesefirms is limited・Anexampleof
activismisprovidedbyYoshiakiMurakami, aleadingshareholderactivist,who
mountedanattackonthefbkyo助ﾉemanagementin2002,askingthecompanyto
increasedividends,tobuybackstocksandtoappointoutsidedirectors.Altlloughallhis
resolutionSwere呵ectedbyalargemarginduringamarathoneight-hourshareholders'

5Forexample,theBusinessRoundTablestatesonitswebsit:"Theproposed[ElectionContestlrules
wouldhavewideSpreadandhannfillunintendedconsequences,enablingasmallnumberofshareholders
andadvisoIyservicestoimposesignificantcostsonallShareholders,oftenfbrreasonswhollyunrelated
tosoundcomorategovernanceorthewelfareofthecorporation. Indeed, thediversionofcorporate
attentionandresourcesawayfromtheday-to-daybusmessofthecorporationthatwouldresultfromthe

1慨:≦蛎呼豐蹴;鱸職謡騨繩侵蹴鰍鰯淵雷華"伽M紬｡b『i昭山。
samemethodstoJapanbutwasshouteddownby功肋卯onhis6rst(andonly)attempt.
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annualmeeting, thecompanysubsequentlydecidedtocomplyvoluntarilywithhis
demands.7

2.2刷加りﾉα

師肋加arecorporateextortionistswhoaretypicallyconnectedtolocalorganized
crimegroups(yα〃zQ).Theyguaranteemanagementthecompany'sannualmeetingwill
proceedsmoothlyandundesirablequestionswillbecqntrolled.Atthesametime,they
fhreatentodisruPtthemeetingiftheirofferisdeclined.8
Anecdotalevidencesuggestss6加卯mayplayanimportantroleintheeconomybFor

example, inl997,Dqj-IWK"gyoBq"thefifthlargestcorporationinthewOrldat
thetime,allegedlyofferedones6加加abribeof$96millioninthefbrmofaGGloan''.
Theproceedswereusedtoblackmail thebiggestJapanesebrokeragehouses・Other
world-伽nouscorporationssuchas""c"Tbsh必α,MM応"6なhjj ZIZyom,Mssα〃and
manyothershaveeitheradmittedtoorhavebeenrumoredtopaying-ofrtlle
extortionists.Anexecutiveat〃伽o碗oro,aprocessedfbodcompanylissaidtohaveto
havehadabudgetofasmuchasY100millionayeartonegotiatewiththes6勉加
(Ogino[1997]).ThemeetingsatMW"zα卿α,alargeJapaneseretailerj lastedfbur
hoUrsinl994andthreeinl995,extraordinarylengthsbyJapanesestandards・The

僻霊・脇蝋鰐雛噸謡蝿謡managementstartedpayingthes
minutesinl996andthirty-eightin
thes6"",thisphenomenonhaslackedsystematicinvestigation.Forexample,Maruko
(2002)notesthat"itissomewhatsurprisingthatmorehasnotbeenwrittenaboutthis
fbrmoforganizedcrime.”
TheperceivedthreatfiPomthes6脆卯issufficientlyCrediblethatJapaneseauthorities
encouragefinnstoholdtheirmeetingsonthesamedate・Theyevenhelpfinnsto
coordinateandchooseacommondate.ThecleardrawbackofthisstrategyDhoweverjis

that ithasasimilarchillingeffectonlegitimateactivistswhocannoteffectively
participateinmeetingsthatareheldsimultaneously.Inthiscontext,thefactthat67%of
thefinnsadmitpayings6加加mightbeexplainedbyamanagerial interestinkeeping
thethreatcredible.

3.HypothesesDevelopment

Weusetheexistenceofanabnonnallylongmeeting(a"spike")asasignofactivism,
whetheritiscausedbys6""orbylegitimateactivists. Itislikelythatincertain
instancess6加加orlegitimateactivistsapproachmanagementpriortothemeetingand
obtainwhattheywantjustbythreateningtodisruptthemeeting.Ourteststherefbreare
likelytounderstatetherealmagnimdeoftheeffectofcomentiousmeetings・However,

7"MurakamiquestionsTbkyoStylevoting,"F肋α"c〃万腕es,24May2002; @GMurakamiQuestions
TblWoStyleOverUFJGrouplnvesment,"MMeiRepo",3December2002;"TbkyoStyleBuysBack
4mnofOwnShares,''MﾙﾙeiR"o",170ctober2002.
8Theiractionstypicallyinvolvenon-violentmethods.Ryall (2003)describestheirapproachinthe
fbllowingway:"Ifacompany'smanagementrefilsestheirdemandsfbrapayofftheydisruptthemeeting,
shoutingabuseatboardmembersandaccusingthem-withorwithoutgounds-ofsexualmisconductor
grossmismanagement. Inanationfamedfbr its loveofhannony, theirtacticsprovedremarkably
successfillfbrhalfacentury.''
9Matsuzakaya'IbrishimariyakutoSokaiyawoThiho,''Mq"ic賊肋加加",October20,1997.
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wehavenoreasontobelieveeithergroupisbetterthantheotheratextracting
concessionsbasedonthehreatofdisruption.Therefbre,wedonotexpectthedirection
oftlleeffecttobesystematicallybiasedinfavorofeithergroup.
WeempiricallyinvestigateseveralpossibleconsequencesofQ6spike3.First,we

considertheeffectonsubsequentmeetings・ If6Gspikefaretheprecursorofan
improvememincoIporategovernance,subsequentmeetingsshouldbelessperfimctory.
AttendanceshouldbehigherandmoreqUestionsshouldbeasked.Ontheotherhand,if
lengthymeetingssignalthearrivaloforganizedcrime,theoppositeshouldbeexpected.
Second,weconsider theeffbctonthe infbrmational environmentbystudying

synchronicityofthefinn'sstockwiththerestoftheexchange.Durnevetal. (2001)
reportfinn-specificstockpricevariabilityispositivelycorrelatedwithmeasuresof
stockpriceinfbrmativeness.Themorefinn-SpecificinfbnnationiSincorporatedintothe
price~thelessthestockcovarieswiththerestoftheexchange.'01flCngthymeetings
annoUnceanincreaseindisclosure,thefinn'ssynchronicity(ire.,theR?OfaregressiOn
explainingthefinn'sreturnsbythevariationintheoverallmarketandtheindustry
index)shouldsubsequemlydecrease.Oppositeresultswouldbeexpectedincasesof
的舶加activism・Third,weconsidertheeffectonprofitability.Iflongmeetingsaredue
todisgruntledshareholders,managememmayinitiaterestructuringtoimprovethe
firm'soperations, inwhichcasetheROAandthelikelihoodofmakingaprofitshould
improve.FinallyDweconsidertheimpactofGcspikes''onshareholdercomposition. If
finnsbecomemoretransparentandshareholder-fiPiendlyb theyshouldattractalarger
proportionoffbreignshareholderswhocouldnot initiallyaccessinfbrmationonthe
finninatimelymannerandmayfeelatadisadvantagecompetingwithlargeJapanese
shareholderssuchasfinancial instimtions・Converselyj ifolganizedcrime'sinfluence
increases,thereshouldbeareductioninthenumberoffbreignshareholders.

4.SampleandDescriptiveStatistics

‘.IMMpﾉe
Wehand-collectedallinfbnnationabouttheannualmeetings(length,date,numberof

shareholderspresent,numberofquestionsasked)fifomtheS""o加"肋qjjHo""・This
publicationreportsinfbnn帥iononvirtuallyeverylargeandmid-sizeJapanesefinn.We
obtaineddataonprice,eamingsandotheraccouminginfbrmationfifomthePACAP
database・WefbllowedtheconvemionofeliminatingfinnsfiPomthefinancial,insurance
andrealestatesectors(PACAPitemmDIDequalto501,511,512,513or601)since
thesefinnsfaceaaiffbremcorporategovernanceenvironment.''Thesampleperiod
coverslOyearsfroml991to2000,

'0TbvalidatethisresultwithJapanesedata,wecomputemeasuresofpriceinfbnnativenessfbrJapanese
securitiessimilartotheonesdescribedbyDumevetal.(2001)orLundholmandMyers(2002).Whenwe
regresssynchronicityonthesemeasures(andseveralcontrolvariables),thecoefficientsarenegative,
consistentwithsynchroniciWbeingameasureoftheamountoffinn-Specificinfbnnationavailabletothe
Japanesemarketparticipants.

淵憲relevant,securitiesother伽ncommonstocksaredeleted(PACAPitemSTKTYPnotequaltoI

1).

NエエーEユec上]fonicLibraryService



ThedapaneseAssociationofManagementAccoun上ing

61""ehoﾉﾋ〃ﾉ4αかむ"w肋卯ｾαk⑰ゆoFq"eGoveγ"α"Ce

-Summ2 Statistics.Tablel

Variable MeetmgQuestionS Attendance PERCLength

84.71

129.00

58

2

2，508

1．09

1．03

0．80

0.01

20.97

28.37

16.79

25

2

321

0.37

l.40

0

0

25

Mean

StandardDeviation

Median

Minimum

Maximum

12,708 12,70812,708 12,708N

Lengthisexpressedinminutes・Meetingquestionsareexpressedinnumberofquestions.Attendanceislhenumberof
shareholderspresentattheannualmeeting.PERCisthepercentageofsharcholdersattendingthemeeting(multipliedbylOOto
beexpressedin%).

4.2Desc叩"Ve戯αr加畑
DescriptivestatisticsarereportedinTable l.AnnualmeetingsinJapanarenot

typicallylengthy.Theylastlessthanthirtyminutesonaverageandnoquestionisasked
inthewidemajorityofthecases. Itisevenabitsurprisingthatanaverageof85
shareholders(orslightlymorethanl%oftheshareholders)botherattending.By
comparison,Ge"em/Moro"sreceivedalotofnegativepresscoverageinl995fbr
havingitsshortestandsmallestmeetingindecades・ Itlastedtwoandahalfhours,was

鶏鶴鶏溌柵臘蝿洲馬搬縦p・opleinl992,amo肥typical

ｲ.3剛彩eDq)ﾉRerz"""

Wedefinea｡Gspike''asanannualmeetingthatlasts50%morethantheaveragetime
fbragivenfinn.Giventheinstimtionalandculturalbackgrounddescribedinthe
introduction,weuseGGspikerasameasureoftheprivatecostsimposedonthemanager
byanunrulymeeting・Tbavoidcaseswherethereisalargeproportionalbutsmall
absoluteincrease(e.g､,ameetinglastingl6minutesfbrafirmwithanaverageoflO
minutes),wealsorequirethatthegatheringlastsmorethanthirtyminmes(theaverage
meetinglengthinJapanreportedinTablel).
Wefirstconsiderthehree-day(thedayofthemeeting,theprevioustradingdayand

thesubsequentone)cumulativemarket-adjustedremrnafteralengthymeetingbutwe
donotfindanysignificantabnormalmarketreactions.Thissuggestsmanagementdoes
notchoosetohavealongmeetingtoannounceimportantnewssuchasplansto
restructurethecompanyorchangesintheinvestmentopportunityset.Ontheotherhand,
theabsenceofpricereactionshouldbeexpectediftheG6spike'' isduetoshareholder
activistswhohavealreadyanticipatedthebenefitoftheiractionbefbrealongmeeting
anddonotwantto"leaveanymOileyonthetable".'3

'2"NewGMAnnualMeeting:Smallest,ShortestandCheapest,ButCircus-Like,''Zyieﾉ4ssociqredP'℃SF,
26Mayl995.
'3ThisargumentdoesnotimplythattheshareholderswillcolTectlyanticipateeveryoutcomeofthe
meetingsbutratherthattheyhaverationalexpectationsaboutthelikelihoodofsuccess.
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Imblez-旦堅竺迦旦皿血昌｣些里§_g且ih旦坐旦哩
GCPre-Spike''Year ComlolSampleCcSpike''Year

95％

35％

90％

45％*＊

％
％
％
％

５
５
０
０

８
５
８
２

65％

95％**＊

100%**

40％

DirectorElection

AuditorNomination

RetirementAllowance

Amendmentof

theby-laws
TreasuryStocks
Otherltems

Tbtal

20％

10%

2.95*＊

10%

10%

2．4

15％

5％

3.2**＊

Weinvestigatearandomsamplenf firmsexperiencinga"spike."ForthesefIrms,wereportthenumbCrofitemsputontlle
agendabythemanagement･ WereportthistotalnumberinRowVII,ColumnII,WecompareittothenumberpUiOnlhe
agendatheyearprioftoihe"spike''(Columnl)andtoasamplpof20finnsran4QInlymptchedonyea"zean9profitabiPty."
didnotexperiencea@Gspik3(Columnlll).WealsorepoItthepercentagCoffirmsthatputvariousitems(directorelection,
auditornomination,retifement~allowance,amendmentoftheby-laws,stockbuy-back)ontheiragenda.SignificantdiHerenCCs
betweenthecontrOlgroUpsandthefInnsexperiencinga"spike''atthelO%,5%andl%levelarenotedwith*,･*and***9

respectively.

ｲ.4Iie"Iso""ie4ge"伽

Tbfilrtherstudywhetherthelongmeetingisvoluntarilycausedbymanagement,we
examinearandomsampleof20finnsexperiencinga6Gspike''.Weinvestigatetheitems
putontheagendabymanagement.WethencomparetheseitemstotheonesputthCyear
i)riorto"spike''andtoasampleoftwentyfInnsmatchedonsize,yearandprofitability
Resultsinmble2indicatethenumberofitemsduringthespikeisnotgreaterthanthe

ycarbefbreandissignificantlylowerthantllenumberputfbrwardincontrolfimsthat
liidnotexperiencea"spike''.Resultsaresimilarwhenwedisaggregatethenumberby
typeofitems.

4.5LoJZg姥γ"Re〃γ〃
Wetlienexaminethelong-tennreturnsoneyearpriortothe"spike"andoneyear

aner. 'Ibdoso,wefbnnanequallyweightedportfbliooffinnsthathadalongmeeting
andwecalculatethedifferencebetweentheirretumsandthemarketremrnineach

蹴暴脇:,男職職暴臘総篭職鶏鱸鯛害箸網麗需
thefbllowingyearbaveragemonthlyremrnsbecomeindistinguishablefromthemarket,
exceptamongfirmssulqjectedtomultiplelongmeetings. Inthiscase, theremmis
marginallynegative(p-value=0.08).ThisresultisconsistentwithU,S・ findings(e.g.,
SongandSzewcZyk,[2003]).'5

5.aOccz"御ノセ"ceq/QLo"gMee""g

Table3reportsthelikelihoodofalongmeetingoccurring.Wefindapproximately3%
ofallmeetingSinthesamplewerelong・FromatheoreticalpointofviewiitiSunclear
whether"spikershouldbeanythingbutrandom・ Iflongmeetingsimposecostson

'4Excludingthemonthpriortothemeeting(duringwhichannualresultsaretypicallyannounced)gives
comparableresults.
'sSOngandSzewca'ck(2003) report th帥伽ns labeledasundemerfbnningbytheCouncil of
InstitutionallnvestorshavereturnsindistinguishablefPomthebenchmarkafterbeingtargetedbythe
Council.
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Thble3-LikelihoodofHavingaG6Spike.'，

SPIKEi,tSPIKEi,t

-3.14

(-5.47）
0．09

(2.39）

-1.59

(-5.17）
0．08

(1.27)

-O．29

(-1.46）
0．39

(1.30)
-0.09

(-0.23）
-0.38

(-1.89）

-O．06

(-0.79）

-3.15

(-9.12）
0．09

(3.44）

-l．58

(-3.81)

0．18

(3.15）

mTERCEPT

LOGASSETLt

ROAift

LOSSi,t

FIRMRETi｡t_,

FOREIGNi.t

Fmit

DAYi.t

SECTIONi.t

Pseudo-RP

N

1‘68

9,420

6.37

9,420

Table2providestheresultS伽mProbitregressionsw肋robuststandarderrorsallowingfbrclusteringofobservationsbyyear.
Z-statisticsarereportedinbrackets・SP"i! isadummyvariablethattakesthevalueofoneifthereisa"spik3fbrfinniat
year&zerootherwise).LOG4"E"'isthelogofassets(PACAPitemBAL9).RO""istheratioofPACAPitemlNC9over
PACAPitemBAL9.Lma'isadummyvariablethattakesthevaluel ifthenetmcome(PACAPitemINC9)isnegative,0
othrwiSe.FmWE恥ﾉisthefinnyearlyretum(PACAPitemDRETWD)includingthemonthwhentheannualmeetingoccurs
andthellprecedingmonths.FDREﾉGM,isthenumberofsharesownedbyfbreigners(ilemJAF79)scaledbythetotalnumber
ofshares(JAF81).D』恥isadummyvariablethattakesthevalueofoneiftheannualmeetingisheldonthemodedatefbrthe
date,0otherwise.SECZyOM'isdummyvariableUlatlakesthevalueofoneifthefirmistradedonthefilrstsectionoftheTbkyo
StockExchange,zerootherwise・舵ardummiesarenottabulatedincolumnl.

boththemanagementandtheactivists(legitimateorotherwise),"spikershouldnot
happeniftheonlypurposeistoextractconcessionsfromthemanagementandifall
partiesarefilllyinfbnned.Inthiscase,themanagementshouldoptimizethepay-offso
thatitisnotprofitablefbrtheactiviststoincurthecostofanattack・Thesituationwould
besimilartotheonedescribedbyHicks(1963)inthecaseofstrikes.Theyhappenonly
incasesofmiscalculationbyeitherpartyandhencetheyoccurrandomly・However,we
filrtherinvestigatethisquestionbyusingtwoProbitregressions.Thedependentvariable
isSFIKEjbr(adummyvariablethattakesthevalueofoneifthereisa"spike''fbrfinni
inyeart;otherwise,thevalueiszero).TheindependentvariablesareLOG4SSE7S"
(thelogofassets,PACAPitemBAL9),SECTYOMir(adummyvariablethattakesthe
valueofoneifthefinnistradedonthefirstsectionoftheTbkyoStockExchange;

otherwise, thevalueiszero),RO"r(thereturnonassetscalculatedastheratioof
PACAPitemINC9overPACAPitemBAL9),LOSS"(adummyvariablethattakesthe
valuelifthenetincome[PACAPitemmC9]isnegative;otherwise,thevalueiszero)
andFZRA狼E迩測(thefirm'syearlyretum[PACAPitemDRETWD] inCludingthe
monthwhentheannualmeetingoCcursandthellmonthspreceding).'6Wealso

'6Notethattheaccountingvariablesarebasedonthefiscalyearprecedingtheannualmeetmg.
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includeDU4yi,t(avariablethattakesthevalueofoneiftheannualmeetingisheldthe
nationalmeetingdayb'7otherwise,thevalueiszero),yeardummies,FDREIGMj/(item
JAF79,sharesownedbyfbreignersscaledbythetotalnumberofshares,JAF81),FIMr
(itemJAF76-77,sharesownedbybanksandfinancial institutionsscaledbythetotal
Shares).'8 1nasecondspecification,wecontrolonlyfbrLOG4SSETYW,RO"rand
LQgWb

ResultsarereportedinTable3,columnlfbrthefilllmodelandincolumn2fbrthe
secondspecification・Theyindicatethatthelikelihoodofjongmeetingsisgreaterin
largerfirmsthataresufferingfiFomalossoralowROA･'9Thisisbroadlyconsistent
withtheresultsonfinnstargetedbyAmericanshareholderactivists(e.g.,Karpoffetal.
[1996],Wahal [19961).Thepolicyofclusteringmeetingsononedayalsoappearsto
achievethegoalofreducingthelikelihoodofa"spike''(z-statistic=-1.89).ThisresUlt
isconsistentwithGGspikes''happeningundershareholderpressure.Ifthelongmeetings
wereinitiatedbymanagementorweresimplyaby-pro伽ctofchangesinthefirm,we
wouldnotexpecttheclusteringofthemeetingsbydatetoreducethelikelihoodoftheir
occurrence.

5.EmpiricalRstsandResults

Inthissection,wefirstreporttheeffectsoflongmeetingsandthentheeffectsof
舎

meetingclustering.

3.I"e〃もαq/LMgMeemzg3.
3.l.IMe唯αo"肋bse9"e"Meα加gCﾙa7DC〃航伽．
WeconsidertheeffectofaG6spike''onsubsequentmeetings.Tbdoso,weusethree

mainspecifications・Thefirstoneisanordinaryleastsquaresregressionwithafirm
fixedeifect(subseqUentlyreferredtoasOLSFE)usingfitmsthatiiadlongmeetings.20
ThisspecificationassumesthattheoccurrenceofaGGspike'' israndomandtllatthe
eHectsarePennanent・Weusethemeetingcharacteristics(collectivelyreferredtoas
CM4"tinequation(1)below)asthedependemvariable・Specificallybweuse: (1)
"TEMj;t,thenumberofshareholdersattendingtheannualmeeting,(2)PERCAt,the
percemageofshareholdersattendingtheannualmeeting;(3)SENTP",thenumberof
questionssentbymailtothefinnbefbretheannualmeeting;(4)A伍ETP"thenumber
ofquestionsaskedatthemeeting;(5)LENG〃〃,thelengthoftheannualmeetingin
minutes;andfinally(6)ZMIW,adummythattakesthevalueofoneifthemeetingis
heldonthemodedate.Forthefinnswitha"spike'',wethenregressthecharacteristics
onSPKE"and4FZER"(adummyvariablethatakesthevalueofoneintheyears
subsequenttoa"spike";otherwise,thevalueiSzero).z4FTER"isthemainvariableof
interestinthisfirstspecification.Wecontrol fbrthesizeofthefIrmbyincluding

'7Wedefinethenationalmeetingdayasthemodedatefbrmeetings.
'8Wealsoconsiderall thechangevariablessubsequentlyusedinthepaper.Thesevariables(not
tabulated)arenotsignificant,withtheexceptionistheabsolutevalueofthechangeinassets・Ourresults
arenotaffectedwhenweincludethisvariableinouranalysis.
1'Resultsarecomparable,butlesssignificant,whenwelagthecontrolvariablesbyoneyear.
20Results(untabulated)aremoresignificantwhenaSeeminglyUnrelatedRelated(SUR)procedureis
usedinsteadofOLS.
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LOGG4P"(thelogofthemarketcapitalization,PACAPitemMKTVAL,attheendof
themonthwhentheannualmeetingoccurs).Tbcontrolfbrtheperfbnnanceofthefinn,
weincludeheepreviouslydefinedvariables:ROLI"LOSWandFIRA俶EnH.All
variablesaredemeanedtoprovideafinnfixedeffect.Tbavoidtheoverlappingand
confbundingeffectsofrepeatedlongmeetings,finnswithmultipleG6spikes''aredeleted
whentheOLSFEisrun.

(1)CHARi,t=YISPIKEi,t+Y2AFTERi,t+y3LOGCAPi,t
+y4ROAi,t+Y5LOSSi,t+y6FIRMRETi,t_1+ei,t.

Weuseasecondspecificationthatcontrolsfbrthepossibleendogeneityofthe
occurrenceoflongmeetings.FollowingMaddala(1983),weestimatetheeffectof
cGspikefwithatwo-stepprocess・First,weestimatethelikelihoodofaGGspike"through
aProbitregressionusingLOG4SSET酉〃,RQ4",andLQ風Wasexogenousvariables
(thisissimilartotlleparSimoniousmodeldescribedinllI.2).2! Inasecondstep,weuse
anOLSregressionincludingS混KE"(themainvariableofinterestinthesecondand
thirdspecifications),7IAfi(atimetrend),""(industrydummies,nottabulated)and
L,4MBIM"(theinverseoftheMillsratioobtainedfromtllefirstStep).Thedependent
variableinthesecondstepisthechangeinameetings'characteristicffomtheyear
precedingthemeeting(t-1)totheyearfbllowingthemeeting(t+1).Wealsoconsider
thechangefifomt+1tot+2andftomt+2to.t+3buttheresultsarenottabulated. 'Ibbe
consistentwiththeOLSFEspecification,finnswithmultiplelongmeetingsaredeleted
inthetabulatedresultsbutweperfbnnasensitivitytestonthistruncationanddiscuss
thequalitativelysimilarresultsobtainedfiPomthefilllsample.

ACHARi,t+1=60+61SPIKEi,t+132TIMEt+ly34,i,t+134LAMBDAi,!+ei,!. (2)

AsanalternativethirdSpecification,weusevariablesinthesecondstepthatare
identical totheones intheOLSFEbut, insteadofdemeaningthem,wetakethe
differencebetweent-landt+1.22TbensurethattheresultsarenotdrivenbycoIporate
eventssimplycorrelatedwithlongmeetingsbutnotrelatedtoshareholderactivism,we
alsoincludejg"R"+I(theabsolutevalueofchangeinthetotalnumberofshares
dividedbythenumberofsharesatt-1)and44METMZI(theabsolutevalueofthe
changeiIitotalassetsdividedbytotalassetsatt-1). 234SHR"+ノproxiesfbrthe
changes inequityduetoeventsthatmaytriggeralongermeetingsuchasshare
issuancesorbuy-backs.44SSETXr+IproxiesfbraChangeininvestmentduetosimilar
eventssuchasmajoracquisitionsorsignificantdivesmres､24

2'ResultsarequalitativelysimilarwhenD4Yisincludedinthefirststage.
22NotethatthislastspecifIcationisfbrdescriptivepurposessincewesubsequentlytreat4RO",r+ノand
4LOSW+Jasendogenousvariableswithrespecttothe"spike.''
23Takingthesignedvaluedoesnotaffectourresults.
24haddition,wehand-collectedthedateofthelastchangeofCEOfi9om施如腕肋批肋o〃(Mn"age"we"r
Q"αrreﾉ‘〃･ﾉb"ma0fbrfinnsexperiencingaCGSpike.''Weincludeadummyvariablethattakesthevalueof
oneifthefinnexperienceda"Spike"andaCEOchangeinthesameyeaIBzerootherwise.Results(not
tabulated)arequalitativelysimilartotheonesreportedandthesignificanceofSPZKEk, isgenerallynot
afYected・Thissuggeststhatmanagerialtumoverisnotdrivingourresults.
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Mble4PEffectofaGCSpike''onFumreAnnualMeetings.
PanelA:DifferenceswithlndustIvFixedEffectsandTimeTrend.

AArlENDi,t+1 APERCi,,+1 AMEETQLt+' AI.FNGTHM｡l ADAYi.t+I

0．05

(0.86)
‐0.26

(-1.88）
－0．01

(-11.35）
0．10

（1.83）

0.53

(1.53)
2．26

(2.94）
0．03

(7.85）
-0.92

(-2.98）

2．94

(0.66）
7．80

(0.69）
0．60

(10.43)
-3.67

(-0.80）

-4.04

(-0.33）
113.28

(4.09）
-0.10

(-0.64）
-40.76

(-3.67）

-0.31

(-l.75)
1．00

(2.40）
-0.01

(-2.63）
-0.37

(-2.18)

mTER.

SPIKEi,t

、肥t

LAMBDAi,t

9,4209,4209,4209,416 9,415N

PanelB:DifferenceswithFinnLevelControls.

AATIENDi,x+, APERCi,t+I AMEEETQi,I+! ALENGTHi,$+】 △DM邸･I

0．00

(0.10）
-0.32

(-2.30）
0．01

(1.37）
-0.11

(-3.22）
-0.01

(-2.54）
‐0.01

(-3.13）
-0.00

(-2.80）
0．01

(0.44）
0．12

(2.19）

1．31

(5.16）
25.64

(2.40）
1．09

(3.10）
2．32

(0.89）
1．81

(5.36）
-1.81

(-7.12)
-0.02

(-0.17）
-2.55

(-1.99）
-10.58

(-2.46）

-0.04

(-3.83）
1，14

(2.81）
0．12

(8.94）
-0.13

(-1.30）
0．01

（1.02）
-0.06

(-6.60）
-0.09

(-19.50）
-0.10

(-2.10)
-O.41

(-2.58）

0．05

(2.76）
2．63

(3.45）
-0.01

(-0.45）
-0.04

(-0.20）
0．05

(1.83）
‐0.02

(･1.04）
0．01

(0.60)
0．06

(0.58）
-l.06

(-3.45）

INTER.

SPIKEi.t

ALOGCAPi,t+1

AROAi,t+1

ALOSSi,t+,

AFIⅣ眼ETi,t

ASImi,t+1

AASSETi,t+,

LAMBDAi,,

-0.53

(-0.78）
115．79

(4.32）
3．18

(3.37）
-13.51

(-1.95）
1．28

(1.41)
-2.11

(-3.09）
0．64

(2.01）
3．08

(0.88）
-41.62

(-3.86）

9,4209,4209,4209,415N 9,416

Z.statistic5(PalieISAandB)arereportedinbrackets.StandarderrorsarecorrectcdaccordingtoMaddala(1983).Resultshrthe
industrydummiesarreomittedfrompanelA・CoefricienlsfbrJPERCaremultipliedbylOOfbrexpositionalclarity.j47YEND40is
thenumberofsharcholdersattendingtheannualmeetingoffinniattmet.PERQ!isthepercentageofsharehOldersattending
theannualmeeting.SEN7Pj,isthenumberofquestionssentbymailtothefinnbefb応iheannualmeeting.ハ廼厘7画,isthe
numberofquestionsaskedatthemeeting・LENGTH',isthelengthoftheannualmeetinginminutes.Db4yi.,isavariablethat
takesthevalueofoneiftheannualmeetingisheldonthemodedatefbrthedate,0otherwise・SPKEh'isadummyvariablethat
takkesthevalueofoneifthereisa"spike''fbrfinniatyeart,zerOotherwise).LOGG4P4' isthelogofthemarketcapitalization
(PACAPitemMKTVAL)attheendofthemonthwhentheannualmeetingoccurs・RO""istheratioofPACAPitemINC9to
PACAPitemBAL9.LOm,isadummyvariablelhattakesthevaluel ifthenetincome(PACAPitemINC9)isnegative,0
otherwise.FyRAMEZI,.ノ isthefinnyearlyremm(PACAPitemDRETWD) includingthemonthwhentheannualmeeting
occursandthellprecedingmonths.7加個isatimetrend､""釈加･ノ istheabsolutevalueofchan"inthetotalnumberof
sharesdividedbythenumberofsharesatt-1.4,iWZX'･ﾉistheabsolutevalueofthechangeintotalassetsdMdedbytotalassets
att-1・LAA畑Db44j istheinverseoftheMillsratioobtainedfomthefirststepregression.

ACHARi,t+,=l30+I3,SPIKEi,t+132ALOGCAPi,t+,+83AROAi,t+l
十64ALOSSi,t+,+65AFIRMRETi,t+1+66ASHRi,t+1
＋87AASSETi,t+1+68LAMBDAi,t+ei,t.

(3)

WereporttheresultsinTable4. 'Ibconservespace,wedonottabulatetheresults
fifomthefirstspecificationbutallspecificationsindicatemeetingsfbllowinga66spike''
becomemoreactive:morequestionsareaskedatthemeetings,moreshareholders
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Thble5-AnalVsisofSvnchronici

ASYNCHM+, ASYNCHi,t+1

INTERCEPT

SPIKEi､t

TIME,

ALOGCAPi｡t+,

AROAi,8+I

ALOSSi,t+,

AFIRMREETi,t

ASImi,t+1

AASSETi.t+,

LAMBDAi,,

12．67

(3.12）
-41.87

(-4.78）
-0.75

(-14.55)

-1.38

(-5.61）
-60.21

(-6.18)

3．08

（8.98）
1.45

(0.58）
-0.86

(-2.61）
-4.15

(-16.69）
0．28

(2.37）
5．41

(4.24）
23.65

(6.04）

16.40

(4.66）

9,4209,420N

SIWC"h'isther⑨fthexegressionindividUalfirmrcmmsonthemarketandinduStryremms・即砥&,isadummyvariablethat
takesthevalueofoneifthereisa.;spike"mrfinniatyeart,zerootherwise),LOGCAR, isthelogofthemarketCapitalization
(RACAPitcmMKTVAL)attheendofthemonthwhentheannualmeetingoccurs,RO""istheratioofPACAPitemlNC9to
PACAPitcmBAL9.LM,isadumnyvariablethattakesthevaluelifthenetincome(I乳CAPitemINC9)isnegative,0
otherwise.FMAMEZI'e, isthefinnyearlyrctum(PACAPitemDRETWD)includingthemonthwhentheannualmeeting
occursandthellPIEcedingmonths,"ﾊ畑isatimetrend.‘醗汎‘･ノ istheabsolutevalueofchangeinthetotalnumberof
sharesdividedbythenumberofsharesatt-1.4A睡現'･'istheabsolutevalueofthechangeintotalassetsdivided"totalassets
att-1.L"4A"A" istheinveIseoftheMillsratioobtaincdfomthenrststepregression・Coefficientsfbr4PERCaremultiplied
bylOOmrexpositionalclarity.Z-statisticsarereportedinbrackets.StandarderrorsarecorrectedaccordingtoMaddala(1983).

attend,andmeetmgsarelesslikelytobeonthenationalmeetingday.Inotllerwords,
annualmeetingsbecomelessperfunctoIybControlvariablesunsuIprisinglyindicatethat
biggerfinnsattractmoreshareholdersandthattheaveragelengthofthemeetings
increasesovertime.

Ourresults(nottabulated)arequalitativelysimilarwhenobservationsfromfinns
s呵ecttomultipleG6spikes"areincludedorwhenaG｡spike''isdefinedaslastingmore
thantwicetheaveragelengthofthemeetingtimefbragivenfinnandmorethanthirty
minutes(howev"SPKE"becomessignificantlypositiveinthesecondspecification
oftheALENGTHregression).OurresUlts(norresultsin3.3.2,3.3and3.4)arenot
affectedwhenweincludeeither4FDREIGM'andJHMtor4DL4現'asadditional
comrolvariablesmthethirdspecification.
Whenweconsiderthechangebetweent+landt+2orbetweent+2andt+3,wedo
notobserveareversiontothemean. Infact,SPIKEiirispositiveinthe44rZEM
4PERCJMEETIWGgand4LENG7WregressionsandnegativeinthedD4Yregression
(althoughthe significancevariesdependingonthemodel considered). Finallyb
untabulatedresultsfifomcross-sectional level regressions indicatethatmostofthe
meetingcharacteristicsarebelowtheaveragebefbrethefirmhasexperiencedalong
meetingbutbecomeeitheraboveorattheaverageafteraC6spike''.
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Mble6-AnalVsisofProfitabili

AROAM+,AROAi,8+1

-0.45

(-4.20）
14．53

(3.34）

‐0.77

(-0.39）
9．39

(1.97）
-0.02

(-0.66）

mTERCEPT

SPIKEi,t

TI肥《

ALOGCAPi,t+1

ASImidt+1

AASSETi,t+,

LAMBDAi,,

1.37

(11.52）
0．04

(0.68）
-2.63

(-4.63）
-5.90

(-3.38）
-3.88

(-2.02）

9,4209,420N

Z-statisticsarereportedinbrackets.StandarderrorsmecorrectedaccordingtoMadd.la(1983)._"sultsfbUhcjn"ry
aUhimiesareomittdfomcolumnl.VariablesaredefinedinTable3.CoefficientsaremultipliedbylOOfbrexpositionalclarity.

5.J.2Me恥αo"砂"c〃”
麗跨｡fthe伽｡wingregressionrunonacalend猷剛WecomputeS】WCIW,

basis:

(4)Ri,d=al+blTOPIXd+b2mDRETd+ei,d

where砿aistheremrnfbrfirmiondayd,ZりPIXtiistheretumfromtheTOPIXindex
dMMFM~ImmmstheindustrjremrnondaydasreportedbyPACAPL=We
thenusethethreespecificationsdescribedin3.3.2．Theresultsreportedin'Iable5
indicatethatlongmeetingsleadtosubsequentdecreasesinsynchronicity.ThiSisrobUst
toincludingfimswithmultiplelongmeetmgsinthesecondspecificationorchanging
thedefinitionofalongmeetingtotwicetheaveragelength・Comrolvariablessuggest
thatsynchronicitymcreaseswithsizebutdeclineswithpastremrnsandlosseS.Thereis
alsoageneraltrendtowardareductionofsynchronicity.UmabulatedresUltsfisoma
cross-sectionallevelregressionindicatethatthesynchronicityishigllerthantheaverage
befbreaG6spike''butbecomesindistinguishableafterward.

5.I.3"e聯αo"P7てぴ加戯"〃
Wethenconsidertheeffectofa"spike''onprofitabilitybTbdoso,weregressRQ4"
(or4RQ4"+I)andLOSW(ordLOSW+1)usingthethreespecificationspreviously
described.26 'Ibconservespace,weonlytabulatetheresultsofthesecondandthird
specificationswhendRQ4"+listhedependemvariable.Resultsin'Iable6indicate

25Wedeletefilrm-yearobservationswherelessthan50datapointsareavailabletocalculatetheR2.
26WealsoconsiderthelogoftheratioOfassettomarketvalue・Inthesecondandthirdmodelsthat
controlfbrendogeneity(whereMMBDﾉ4issignificant),a"spike''isstronglyassociatedwithadecrease
intheratiobutSPKEismsignificantinthefixedeffectregression.Inaddition,ourresultsareunaffected
whentheratioisusedasanadditionalcontrolvariableinourdiHerentregressions.
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-EmctonShareholderComposition.Tbble7

AFOREIGNi’8., AFINi,t+1 AFOREIGNi,t+，AFmiJ+】

0．05

(0.03）
22.89

(6.43）
-0.16

(-7.48）

-0.28

(-2.40）
-37.62

(-8.22）

0．54

(6.80）
l6.29

(5.14)

mTERCEPT

SPIKEi,,

nMEt

ALOGCAPM+j

AROAij+1

ALossidtf!

AFIRWETi,t

ASHRi,t+1

AASSETi,t+I

AWDAM

3．44

（1.74）
-33.49

(-7.88）
-0.37

(-15.01)
2．57

(22.98）
0．46

(1.03)
0．04

(0.39）
-0.85

(-10.56)
-0.04

(-1.07)
1．34

(3.25）
－663

(-5.22）

2．92

(18.11)
0．04

(0.03）
-0.40

(-2.57）
-1.23

(-10,87）
0．12

(2.12)
0．70

（0.17）
14．74

（8.02）

-9.32

(-6.52)

13.13

(7.69）

9,4209,420 9,420N 9,420

FDR〃GﾊR,iatheperCentagCoffbreignshareholders(itemJAF79scaledbythetotalpumberofshareS,JAF81),FW,isthe
percentagCofsh"esheldbyfinanciarinstitutions(itemJAF76･77,scaledm'JAF81).Z-stalisticsarerepOrtedinrackets.Other
VariablesaredefinedinTBble3.StandarderrorsamcorrectedaccordingtoMaddala(1983).Resultsfbrtheindustnydummies
arcomitted伽mcolumnland2.CocHicicntsmemultipliedbylOOhrexpositionalclarity.

thata6Gspike'' istheprecursorofanimprovementinROA.27Whenweconsiderthe

実鱗搬1蝿謡珊墨臨澗鯏駕纏瀞‘･蓋職畷職蹴
becomesstronglysignificamacrossallspecificationsinthe4RQ4regressionwhenthe
changebetweent+1andt+2ort+2andt+3isconsidered(thez-statisticfbrSPKE"is
greaterthan5).Inthe4LOSSregressions,SHKEi,tisnegativeinlaterperiods(although
thesignificancedisappearsinsomespecifications).Additionaluntabulatedresultsalso
indicatethatfinnssellasignificantamountofassets.Thesesalesdonotappeartobe
designedtoartificiallyinCreaSereportedearningsbutinsteadofientriggeralossinthe
yearoftherestructuring､291notherwords,theimprovementisdue,atleastinpart,to
thedisposalofnon-perfonningassetsandareductioninover-investment.

5.1.イ肋e恥αo"肋αだ〃o/こわ'･｡〃ﾌosi肋〃
Finallybweconsiderthe impactonshareholdercomposition.Werunthethree

specificationspreviouslydescribedusingthepercemagesofownershipoffinancial

270nlytwofilrmsthathadlongmeetingsandshouldotherwisebeincludedinoursampleweredelistedin
thesubsequentyearduetobankmptcy.Thissuggeststhatourresultsarenotdrivenbysurvivorbias.
28Howeverbthevariableisnotsignificantinthefixedeffbctregression,peIhapsbecauseofthelackof
COntrolfbrendogeneiq'(LAMBDAissignificantinthetwostepregression).
29Note,howeverithattheoccurrenceoflossisaffectedbyboththeeconomicperfbnnanceofthefirm
andoftheaccountingpoliCy・ Iftheflnnbecomesmorefbrthcomingwithbadnews,thelikelihoodof
accountinglosesmayincrease,eventhouJlthetrueprofitabilityisincreasing.
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Thble8-Cross-sectionalEnctofDAYi.t.

MEETQi,!LENGTH" AIYIENDi,t pERCi､8

-381.44

(-21.34）
-15.28

(-5.03)
44.66

(36.38）
-228.60

(-4.74）
2．76

(0.77）
－19．20

(-2.79）

-2.33

(-11,84)
－0．18

(-2.69）
0．26

(9.67）
-l.74

(-6.49）
0.12

(2.55）
‐0.08

(-0.99）

mTERCEPT

DAYi,t

LOGCAPi.,

ROAijt

LOSSiメ

FIRMRETidt.,

-12．76

(-6.95）
-1.95

(-4.34）
3．96

(19.33）
ﾏ25.63

(-6.18）
1．85

(3‘08）
－2．16

(-1.63）

3‘673

(36.14）
-0.49

(-12.14)
-0.21

(-19.37）
1．45

(6.38）
‐0.28

(-15,97)
0．09

(2.48）

ｒ
Ｎ

6.86

12.566

12．8122.92

12,566

10.52

12,56612,566

Fmi』 FOREIGNi,8SYNCHi,tLOSSi｣ROAi,t

-19.43

(-9.37）
-1.45

(-7.83）
2．43

(10.62）
3．94

(1.36）
0．41

(1.68）
0．21

(0.34）

-0.30

(-18.94）
0．05

(19.36)
0．06

(31.83）
-0.06

(-2.】8）
-0.01

(-4.57）
-0.03

(-7.73）

－0‘66

(-11.74）
0．04

(11.60）
0．08

(13.21）
‐0．18

(-2.44）
0．01

(1.44)
-0.05

(-3.63）

と6.81

(-9.02）
‐0.54

(-1.97）
0．76

(12.31）

80．29

(19.37）
3．23

（1.76）
-6.24

(-17.42）

INTERCEPT

DAYi,t

LOGCAPi,t

ROAi,t

LOSSi,8

FIRWETi,te,

ｒ
Ｎ

20.63

12,708

46.62

12,566

30.43

12,566

6.17

12,566

5．16

12,566

Z己StatistiCsarcreportedinbIackets;allstandardeITorsarerobustandallowfbrclusteringofobservationsbyyear.CoefYicients
施rRERCFW;FDREIGMROb4andLOWhavebeenmultipliedbylOOfbrexpositionalclarity.,477肌,isthenumberof
shareholdersattendingtheannualmeetingoffinniattimet.PERCII, isthepercentageofshareholdersattendmgtheannual
meeting.SENrPi,,isthenumberofquestionssentWmail tothefilrmbefbretheannualmeeting,.AmErP4,, thenumberof
questionsaskcdatthemecting.LMWWif,thelengthoftheannualmeet加g加minutes.FりREﾉGM',andFWhiaresharesowned
byfbreiglers(itemJAF79)orbyfinancial institutions(itemJAF76-77)scaledbytotalnumberofshares(JAF81).LO"'isa
dilmmyVariablethattakes~thevaluelifthenetincome(PACAPitemlNC9)isiiegative,0otherwise.SIWCHk'istheRFofthe
regressionofindividualonmarketandindustryretums・D41i! isavariablethattakesthevalueofoneiftheannualmeetingis
heldonthemodedatefbrthedate,0otherwise・LOGC"R, isthelogofthemarketcapitalizalion(PACAPitemMKTVAL)at
theendofthemonthwhentheannualmeetingoccurs.FXRAMETl,ej isthefinnyearlyreturn(PACAPitemDRETWD)
includingthemonthwhentheannualmeetmgoccursandthellpreCedingmonths.

institutionsandfbreigninvestorsasdependentvariables.Tbconservespace,weonly
tabulatetheresultsfbrtheendogenousspecifications.ResultsreportedinTable7
indicatethepercemageheldbyfinancialinstimtionsdecreasesasfbreignersbuymore
stocks.Thisisalsotruewhenthechangesbetweent+landt+2ort+2andt+3are
considered.

5.2me〃もαq飢化α加gCJzIsre""g

Overall, theseempiricalresultssuggest longmeetingsandactivismhavepositive
effects.Infact,thepolicyofencouragingfinnstoholdtheirmeetingsonthesameday
maybecounterproductive. Surveys indicatethat Japanesemumal fimdmanagers
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considerthattheconcentrationofmeetingspreventsthemfifomeffectivelylobbying
firmsto加provecoIporategovemance(Omura[1998]).T℃analyzetheeffectof
meetingclustering,weestimatecross-sectionalregressionswherethetreatmentvariable
iswhetherthefinnhasitsannualmeetingonthenatiOnal.dayornot.Resultsreportedin
Table8indicatethatfinnsthathavetlleirannualmeetingsonthenationaldaytendto
haveshortermeetingsandwithfewershareholdersattending,askingfewerquestions.
TheyalsohaveahighersynchronicitybalowerROAandahigherlikelihoodofsuffering
fiPomlosses. Theyattractfewer fbreignor individual shareholders.Results (not
reported)arequalitativelysimilarwhenweuseatreatmenteffectmodel(tocomrolfOr
theendogeneityoftheannualmeetingdate)insteadofcross-sectionalregressions,30
whenweclusterobservationsbyfinns insteadofyearsorwhenweuseaSUR
specification. Theseresultsandthefactthatfirmsthathavetheirmeetingsonthe
nationalmeetingdayarelesslikelytobetalgetedbyactivists(TEble2,columnl)also

suggestthatunderperformingJapanesemanagersstrategicallyusetheperceivedthreat
ofthes6""toprotectthemselvesbyclusteringtheirmeetings・ Incontrast,thiSdoes
notsupporttheargumentthatmanagerschoosetohavelongmeetingstodisclosemore
infbrmationtoreassuretheirshareholdersbefbreimprovingtheadministrationoftheir
firms.ItdoessuggestthatthepolicyOfsupportingtheClusteringofmeetingsshouldbe

黒1reversedbytheJapaneseauthoriti

5.Conclusion

Priorresearchonwhethershareholderactivistscanfbrcemanagerstoimprovetheir
behaviorprovidesmixedresults. InJapan, howeveI; alternative channels fbr
improvememarenotaseffectiveastheyare intheU.S・Thus, challengingthe
management duringannualmeetingsmaybe theonlyoptionfbrdisgruntled
shareholdersinJapantoexertpressure・Hence,thisprovidesamorepowerfillsettingto
smdythisquestion.Yet, thesituationiscomplicatedbytheexistenceofcorporate
racketeerswhodisrupttheseeventstoblackmailmanagers.Anecdotalevidenceand
resultsfifomsurveyssuggestthatthisfbnnofcorporateracketeeringisprevalentin
Japan.Inresponse,theauthoritieshavetakenvariousmeasurestoreducetheimportance
ofannualmeetingstominimizetheinfluenceofoIganizedcrime・Yet,thispolicycomes
attheexpenseoflegitimatesha1℃holderactivism.
Empiricalresults indicatemeetingsfbllowinga6Gspike''becomemoreactive. In

addition,thesynchronicityofthefinnwiththerestoftheexchangedeclines,suggesting

morefinn-specificinfbnnationisincorporated.Contrarytomostresultsobtainedinthe
U.S., theROAimproves, inpartbecauseofthedisposalofnon-perfbnningassets.
Finallyb thepercentageofsharesheldbyfbreigninvestors increases,whilethe

30WeuseSPIKEh',marketreturns,industIydummiesandlogofassetinthefirststage.
3' Itispossible,howevexBthatthes6加加hadalreadytakencontrolofallthefinnstheycouldbefbre
1991・ Ifthisistrue,suchfinnsmaynotappearinoursampleofCGSpikeg'buts6勉加maystilleXertan
innuence・Thus, thepolicyrecommendationmaybereversedifthisisthecaseandseveraladditional
conditionsaremet:thereisanexogenous､departurefromtheequilibriumatsomepointinthefilture,the
clusteringpreventss6如加加mrevertingbacktothecurrentequilibriumandthecostofpreventingthis

hypotheticalretumislessthanthecostimposedbytherestrictionsoflegitimateactivism.HoweveI;we
havenoempiricalsupportfbrsuchascenario.
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percentageheldbyfinancial institutionsdecreases.Theseresultsarerobusttocontrol
fbrendogeneity.Overall, theseresultssuggestthatshareholderactivistsareableto
capitalizeontheembarrassmentcausedbylongmeetingstoimprovegovernance・The
factthatprior liter誠urefbundmixedresultsontheabilityofactiviststoplaya
significantrolemaybeduetothedifficultytoidentifytheirmarginaleffectinasetting
whereinvestorshavenumerousavenuesofrecourseagainstmanagers.

Atthesametime,Japanesemanagersappeartobestrategicallyusingthethreatof
organizedcrimeasawaytoreducelegitimateoutsidepressure.Finnshavingtheir
meetingsonthenationalmeetingdayaI℃lesslikelytobetaIgetedbyactivists.They
alsoundereperfbrmintennsofprofitabilityandgovernanCe.Notsurprisinglybtheyhave
morefinancial instimtionsamongtheirshareholdersbutfewerfbreignshareholders.
TheseresultsSuggest that thepolicyofprotectingmanagersagainstshareholder
activistsshouldnotbesupportedbytheauthorities.
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