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This articles uses survey data from 118 institutional investors to investigate the corporate governance measures that concern institutional shareholders that invest capital in The Netherlands. The scope of our survey includes all important investor-types, i.e. pension funds, mutual funds, insurance companies and hedge funds. We match the survey data with data on the distribution of the investors’ investments, their investment horizons and portfolio orientations. In this paper, we find that institutional investors think that Dutch corporate governance institutions are less effective than the United States’ system in protecting investors’ rights. We find that the preferred corporate governance mechanisms are equity ownership by management, transparency about the holdings of large investors, independent supervisory boards, a high free float, and equity-based compensation. Investors rely on few “triggers” for seeking governance changes at firms, namely conflicts over corporate goals and strategy, planned acquisitions, poor performance, measured in terms of share price and accounting, and excessive management compensation. Investors coordinate their activities for seeking change. We find moreover that the preferred measures of shareholder activism are discussions with the Executive Board, voting against the AGM, and selling shares. The institutional investors prefer that shareholders should be responsible for making the decisions about executive compensation. Regarding CEO pay in The Netherlands, the majority of investors believe that firms should not lower the level of CEO compensation. They prefer that firms should make compensation more equity-based and reduce the level of severance payments. Effective decision-making at the AGM is related to increasing the use of electronic means of communications with shareholders

