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Abstract 
In theory, a general meeting of shareholders and a meeting of the board of 
directors are equal in terms of their roles and significance for a company. After 
the occurrence of a series of corporate collapses, shareholders are urged to be 
more active in providing the company’s management with a check and balance 
mechanism. By employing a traditional approach of legal research, this paper 
discusses two continuous efforts aimed at enhancing shareholders’ opportunity 
to participate in the company’s decision-making. This paper finds that in reality, 
shareholders have always been overshadowed by company directors in terms 
of participation in the company’s decision-making. There is also lack of interest 
among shareholders to participate in the company’s general meetings. This 
paper recommends for  the issues to be approached by addressing two possible 
avenues. First, by strengthening the legal framework in respect of general 
meetings especially by resolving legal issues relating to electronic 
communication, proxy voting, and management review. The second avenue is 
through shareholders’ activism and empowering minority shareholders. This 
discussion is based on the Malaysian corporate landscape. 

 
Keywords: Electronic meetings, management review, minority shareholders 
 

1.0 Introduction  
Corporate power within a company is divided between its two 

main organs, namely the board of directors and the shareholders in a 
general meeting. These organs enable a company to function as a 
natural person, enjoying rights and having liabilities as prescribed by the 
law.  Theoretically, the position of the board of directors and the 
shareholders are similar, since both are significant to the sustainability of 
a company as a corporate entity. In reality, however, shareholders have 
always been overshadowed by the company directors. Shareholders in 
modern companies are often treated merely as contributors to the 
company’s capital, and not regarded as playing a vital role in managing 
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the affairs of the company. According to Berle and Means (1968), 
although they are the owners of the company stock, they have given up 
one of the traditional indices of ownerships which is the right to control 
property. At the same time, there are also some scholars who are against 
the idea of shareholders’ greater involvement in their company’s 
decision-making.  

However, following a series of corporate collapses, this paper 
submits that this view needs to be re-evaluated. A general meeting of the 
company is a suitable platform to serve as a monitoring mechanism for 
directors within the company, provided that the shareholders are willing 
to be actively involved in the decision-making process. Hence, this paper 
will discuss the issues and challenges surrounding this idea. In order to 
overcome the main possible obstacle for shareholders’ participation in 
the company’s decision-making process, this paper will examine the 
existing legal provisions pertaining to general meetings. This paper will 
also look at an alternative way to enhance the role of shareholders, 
namely through shareholders’ activism, i.e. a mechanism which falls 
outside the management of the company. The discussion in this paper 
will be based on the Malaysian corporate landscape.  

This paper adopts a traditional or doctrinal legal research 
methodology by analysing the law, as well as looking at the existing 
measures and procedures in addressing the issues (Khadijah, 2016) 
relating to shareholders’ participation in the company’s decision-making 
through general meetings. For the purposes of this study, library research 
was conducted to collect relevant literatures comprising primary and 
secondary data. The legal methods used in analysing primary legal 
documents include analytical, historical, and philosophical approaches 
(Walker, 2001). The documents were also analysed using descriptive 
and analytical approaches to describe facts, situations, or events as they 
are perceived by the researcher (Khadijah, 2012) with careful 
examination. 
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2.0 Shareholders and the General Meeting 
The general meeting is a platform where more than one 

shareholder come together at a place and time fixed for such a meeting, 
with the common intention to transact business. General meetings, 
especially Annual General Meetings (AGM), are important events in the 
company’s calendar; each company (except private companies) is 
required by the law to hold an AGM every year. It particularly serves as 
an avenue for shareholders to meet with the directors of the company. 
The shareholders can also participate in the decision-making process. 
Under Section 211 of the Malaysian Companies Act 2016 (hereinafter 
referred to as CA 2016) and as stipulated in most companies’ 
constitution, directors are provided with unfettered control of the 
company. Nevertheless, the power and the role of the general meetings 
are still significant in many ways (Abdul Samat & Mohd. Ali, 2015).  

The advocates of director primacy believe that shareholders 
should only play a passive role in corporate governance, with limited 
opportunity to engage themselves in the company’s management. They 
argue that shareholders are not the sole beneficiaries of the directors’ 
conduct (Bottomley, 2010) and that there are other parties who will be 
directly affected by the company’s activities such as the employees and 
consumers, whose interests are not well-represented in law. Providing 
shareholders with more power may neglect the interests of other 
stakeholders, as shareholders may only think of their own interests which 
will mostly be in monetary terms. Day (2010) laid down three potential 
arguments against shareholders’ involvement in the management of the 
company. First, the directors are more competent compared to the 
general shareholders in understanding the company’s business 
strategies and executing them. Second, the shareholders’ ability to hold 
the directors accountable for their actions will be compromised if the 
shareholders are directly involved in the company’s decisions. Third, it is 
feared that shareholders with interests in multiple companies will not be 
able to be objective in making their decisions. 

After a series of corporate collapses around the world, 
shareholders are urged to resume their rightful position within the 
company. As the ‘owners’ of the company, shareholders are the most 
suitable group to balance against the discretionary powers held by the 
directors. Shareholders have to be more responsible towards their own 
investments and take part in the management of the company. General 
meetings may be utilised for this purpose. However, the success of 
general meetings will not be achieved if the shareholders refuse or are 
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reluctant to be actively involved in the company’s decision-making. This 
‘laid back attitude among shareholders is directly connected to the study 
of shareholders’ behaviour while facing crisis. 

Shareholders react differently whenever they encounter issues in 
the company. When shareholders are not satisfied with the performance 
of the company, there are three possible options at their disposal. The 
first option is to ‘vote with their feet’ or in other words, sell their shares 
(Groforth, 1994; Rashidah & Mohammad Rizal, 2010). The second option 
is to express their dissatisfaction. The third option is to hold on to their 
shares and do nothing.  These three options are also known as ‘exit’, 
‘voice’ (for the purpose of this paper, the term ‘participation’ is used by 
the authors) and ‘loyalty’ (Hirschman, 1971).  Among these three options, 
‘exit’ and ‘participation’ can be considered as proactive steps that can be 
taken by the shareholders in protecting their interests. However, in 
reality, ‘participation’ may not be favourable to most shareholders 
although it may be advantageous for the long-term value of the company. 
Due to the size of their investment, retail shareholders usually prefer to 
keep quiet and wait for others to take the necessary actions. Institutional 
investors, on the other hand, choose to ‘walk away’ and put their money 
elsewhere. 

‘Participation’ is a right attached to ownership, but this right is 
meaningless if shareholders choose not to exercise it. Participating in a 
general meeting is optional as there is no legal duty or obligation for 
shareholders to do so.  In comparison between ‘participation’ and ‘exit’, 
participation is likely to be more expensive (Cahn & Donald, 2010).  This 
may be the reason why the option to exit is preferred by the shareholders. 
Yet, ‘participation’ can serve the public interest as it may bring 
improvements to the company and also the entire market in which the 
company operates. Arguably, shareholders may exit from a problematic 
company but they may not be able to escape suffering from a market 
downturn following a corporate failure (Cahn & Donald, 2010).  Thus, it 
is necessary to revive shareholders’ participation in general meeting by 
addressing obstacles or impediments through legal means or otherwise. 
3.0 Strengthening Legal Framework 

A sound corporate governance system allows shareholders to 
actively participate in, and exert influence on, corporate strategic 
decision-making (Duhamel, 2002), To that end, a convenient procedure 
for the shareholders to attend and participate in the general meeting 
should be provided. One of the ways to facilitate participation is by putting 
in place a conducive legal framework. Until recently, the legislature has 



MALAYSIAN JOURNAL OF CONSUMER AND FAMILY ECONOMICS 
 
 

77 
 

been slow in addressing loopholes in the law with respect to general 
meetings, and it was perceived as a neglected aspect of corporate 
governance (Mohammad Rizal & Ong, 2009). 

For the period from 2006 until 2016, two amendments were made 
the statute to address these problems, thereby improving the framework 
for shareholders’ participation in general meetings. The first amendment 
was on the holding of general meetings and the second amendment was 
on notice of a public company’s AGM. Both amendments were made in 
the year 2007. A more comprehensive revamp, however, was provided 
through the implementation of the CA 2016, which made the law on 
general meetings of shareholders become more comprehensive. The law 
may not provide a perfect framework but it addresses most of the issues 
and constitutes a step in the right direction to raise the level of 
shareholders’ participation. 

 
4.0 Organising General Meetings 

Prior to 2007, all general meetings of a company must be held in 
the state where its registered office is situated. This means that if the 
registered office of a company is in Kuala Lumpur, although the 
company’s operations are in Penang and the majority of its shareholders 
are also in Penang, the general meeting must be held in Kuala Lumpur. 
This may make it impractical and inconvenient for shareholders to attend 
and participate in such a meeting. Under the Companies (Amendment) 
Act 2007, the new Section 145A was inserted which provides that a 
company shall hold all meetings of its members within Malaysia and may 
hold a meeting of its members at more than one venue using any 
technology that allows the members a reasonable opportunity to 
participate. 

The 2007 amendment has brought about two effects to the law on 
the holding of company’s general meeting. First, a company’s general 
meeting is no longer confined to be held in the state where the registered 
office is situated. The location of the general meeting can be anywhere 
within Malaysia, which is more practical and convenient to the majority of 
shareholders. Second, a general meeting can be held in separate rooms 
or even in separate locations. Shareholders in the northern part of 
Malaysia can attend the meeting from a location in Penang and at the 
same time, shareholders in the southern part of Malaysia can attend the 
meeting from a location in Kuala Lumpur. These two venues can be 
connected using the aid of technology such as by webcasting through 
the internet. The amendment was made in the hopes that it may 
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encourage shareholders to participate in the general meetings, since 
most shareholders would no longer have to make a long-distance journey 
to attend the meetings. 

A classic example of a technology-based general meeting is 
illustrated in the case of Byng v. London Life Association Ltd. (1990). In 
this case, a general meeting of London Life Association was held in a few 
separate rooms and a foyer, connected by electronic audio-visual aid. 
Unfortunately, the meeting became out of order due to the very large 
number of turnout (although this was expected by the management). 
Almost half of the shareholders who attended the meeting were not 
registered for voting. In addition, the audio-visual aid did not function 
properly, causing no proper two-way communication between those in 
the main venue and those in the overflow room and the foyer. All 
communications from the overflow room and the foyer were passed to 
the chairman in the main venue through messengers who were equipped 
with headphones and portable microphones.  The meeting was later 
adjourned by the chairman to later in the afternoon despite the 
adjournment being opposed by most shareholders who were not able to 
attend the afternoon session. It was ruled that the meeting was not validly 
adjourned as the chairman failed to take into account the number of 
shareholders who were not able to participate in the afternoon session, 
considering that there was no real urgency in getting the resolution to be 
passed. Nonetheless, a meeting of such kind was held to be a valid 
meeting. In his judgment, Sir Nicholas Browne-Wilkinson pointed out: 

“The rationale behind the requirement for meetings in the 
Companies Act 1985 is that the members shall be able to 
attend in person so as to debate and vote on matters 
affecting the company. Until recently this could only be 
achieved by everyone being physically present in the same 
room face to face. Given modern technological advances, 
the same result can now be achieved without all the 
members coming face to face: without being physically in 
the same room they can be electronically in each other’s 
presence so as to hear and be heard and to see and be 
seen. The fact that such a meeting could not have been 
foreseen at the time the first statutory requirements for 
meetings were laid down, does not require us to hold that 
such a meeting is not within the meaning of the word 
“meeting” in the Act of 1985.” 
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The spirit embodied in the amended Section 145A is retained in 
the new Section 327 of CA 2016. The new provision shares the same 
policy and objective with its predecessor, except that the geographical 
restriction in choosing a place to hold general meeting has been 
removed. The primary location for general meetings still needs to be in 
Malaysia. Technology-based meetings can offer a convenient and cost-
effective way to hold a meeting. With the ability to use teleconference or 
video conference facilities such as Skype to hold a meeting under the 
present law, shareholders will no longer have to travel and costs from 
travelling can thus be eliminated (Chan, Usharani, Tay & Lee, 2018). The 
only issue with technology-based meetings revolves around the technical 
part of the technology itself. As illustrated in the above case, the 
occurrence of any technical error may disrupt the smoothness of such 
meetings.  

 
5.0 Voting by Proxy 

Shareholders can either cast their votes personally or through 
their representatives, also known as proxies. Originally, under Section 
149(1) of the Malaysian Companies Act 1965, shareholders may not 
appoint more than two proxies unless it is otherwise provided in the 
company’s articles of association. A proxy can, but need not be, 
appointed among members. However, if there is no provision in the 
articles that states to the contrary, a non-member proxy must either be 
an advocate, an approved auditor, or a person approved by the Registrar 
of the Companies (ROC) in any particular case. 

In the case of Tan Guan Eng v BH Low Holdings Sdn. Bhd. & Ors. 
(1992), Article 88(1) of the company’s articles provides that a proxy need 
not be a member and not more than two proxies can be appointed at any 
one time. In a general meeting of the company, two proxies were 
appointed to represent one of the shareholders in the company. One was 
an approved auditor. The other proxy was not an advocate, an approved 
auditor, or a person approved by the Registrar. It was held that the 
appointment of the first proxy was valid while the appointment of the latter 
was invalid as he did not fulfil the criteria prescribed by the law.  

The above limitation as imposed by the law has its purpose, but 
at the same time it can create an obstacle for shareholders to participate 
in the meeting. The criteria imposed in terms of qualification is to make 
certain that the interests of the shareholder appointing the proxy will be 
safeguarded (CLRC, 2006). By ensuring that only professionals who are 
equipped with the necessary skills and understanding about the nature 
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of a company can be appointed as proxies, shareholders will be well-
represented in the general meeting. At the same time, the restriction may 
discourage shareholders to appoint a proxy, given that there would be 
additional costs involved in appointing a proxy with professional 
qualifications. An alternative solution for a shareholder to ‘participate’ in 
case he cannot attend is to appoint another member as his proxy. In a 
large public company, the possibility of appointing another member to be 
proxy is limited as shareholders are dispersed in a wider area and it is 
likely that they do not know each other. The easiest way would be to 
nominate the Chairman as their proxy whom they hardly know as well. 
As a result, shareholders may choose to completely abandon their right 
to participate in general meetings.  

The criteria to be a proxy in the previous law has been repealed 
and replaced by Section 334 of the CA 2016 which promulgates a 
different approach. This provision sets aside the qualification requirement 
to become a proxy. Section 334 (1) states that: 

“A member of a company shall be entitled to appoint 
another person as his proxy to exercise all or any of his 
rights to attend, participate, speak and vote at a meeting 
of members of the company.” 

The above section is a new approach which allows more 
participation by the shareholders through proxies without much technical 
hindrance, in cases where they cannot be present in person. At the same 
time, there remains the possibility that such proxies may not be 
competent or professional. Arguably, the shareholders should know 
better who are the proxies that they would like to appoint.   

 
6.0 Rights for Management Review 

The CA 2016 introduces a new legal provision which grants a 
member of a company the right for management review. Section 195 (1) 
provides that: 

 “The chairperson of a meeting of members of a companay  
shall allow a reasonable opportunity for members at the 
meeting to question, discuss, comment or make 
recommendation on the management of the company" 

This provision further states that members may make 
recommendations by passing a resolution. The recommendations may 
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bind the directors if such right is stated in the constitution or if it was 
passed as a special resolution and it is for the best interest of the 
company. It is submitted that this provision offers a statutory foundation 
for shareholders to function as a ‘check and balance’ mechanism against 
the board of directors. Section 195 allows shareholders to make a 
resolution opposing the decision of the board of directors with certain 
conditions. Therefore, it can be said that shareholders may now override 
the board’s power in making decisions (Sulaiman & Rachagan, 2017). It 
may also be considered as an avenue for shareholders’ activism, namely 
when shareholders are active in seeking to bring about change within a 
company for certain purposes. 

 
7.0 Shareholder Activism 

Apart from statutory provisions, shareholder activism is emerging 
as a way for shareholders to safeguard their interests. In the Anglo-
Saxon Western countries, ‘shareholder activism’ is a broad term which 
covers a series of actions, both formal and informal, that is appropriate 
and acceptable in the society and the business communities of those 
countries (Lee, 2008).  Shareholder activism arises when shareholders 
use the power of ownership to stage movements that can influence 
companies to develop and adopt successful strategies and high 
standards of governance. This is to ensure that the owners will retain 
prosperous returns (Rashid & Rashidah, 2009). Low (2004) describes 
shareholder activism as the exercise and enforcement of rights by 
minority shareholders with the objective of enhancing shareholders’ 
value over the long term (Cheffins & Armour, 2011). These steps can be 
in the form of dialogues, letter-writing to corporations, submission of 
shareholders’ proposals, proxy voting, and advisory services. It may also 
include private discussions, press campaigns, or exiting the company. In 
summary, shareholder activism refers to any type of effort taken by the 
shareholders (institutional or retail) to influence the decisions or actions 
of the directors by using their power of ownership to ensure that the 
interests of shareholders are protected. Shareholder activists can 
become more aggressive in a way that they appear as block holders who 
purchase minority shares in public companies with the intention of 
influencing major corporate policies (Gantchev, 2009). 

The root of shareholder activism can be traced back to the 
separation of corporate structure between ownership and control of the 
company.  A company’s structure used to be simple. The shareholders 
who were the founders of the company were typically the same persons 
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responsible in managing the company. In the modern world today, 
however, the owner and the manager of a company are usually no longer 
the same person. This opens up the possibility of conflicts of interest, or 
agency problems between shareholders, the board of directors, and 
corporate management. Historians have traced the conflicts back to the 
eighteenth century, involving the English East Indian Company, although 
it was not clear what were the sources of the conflicts. It has also been 
argued that shareholder activism emerged in the mid-twentieth century 
in the United States (US) (Lekhesa, 2009; Smerdon, 2007).  
Shareholders expect directors to act for the company which interests may 
equate to theirs. Shareholder activism may arise whenever shareholders 
are not pleased with the performance of the directors and act in some 
way to respond to it.  
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The California Public Employees Retirement System (CalPERS) 
has influenced the activist movement in the US.  Meanwhile, in the United 
Kingdom, the first activist fund was set up by Hermes Investment 
Management Limited in 1990 (Smerdon, 2007).  Since then, shareholder 
activists have vigorously acted against misconducts and 
mismanagements done by company directors. For example, in May 
2003, the board of directors of GlaxoSmithKline were put under pressure 
to publish a revised pay policy, after shareholders voted against the 
directors’ proposal to pay £22 million to the Chief Executive Officer of the 
company when he was to be dismissed due to poor performance 
(Lekhesa, 2009). In May 2005, Lord Hollick, chairman of the United 
Business Media retired and was awarded a bonus of £250,000 for 
“services” in ensuring a smooth handover to his successor. The 
remuneration proposal was rejected by 76% of the votes at an AGM. 
Hollick and the board of director agreed to waive the bonus (Smerdon, 
2007).  

Shareholder activism continues to have a positive impact on 
companies through good governance and profit-taking. There are 
instances, however, where such a movement may be fruitless. Kim and 
Nofsinger (as cited by Rashid & Rashidah, 2009) pointed out that 
activism may not effectively work in two situations. The first situation is 
when the institutional shareholders are held back by regulatory or political 
environment from engaging in the activism. The second situation is when 
the shareholders are more interested in short-term investment. 
Furthermore, shareholders who decide to undertake the activism may 
have to personally bear the costs incurred for the benefit of all 
shareholders; this may cause some investors to feel discouraged. As 
such, they prefer to remain passive and hope to benefit from freeriding 
on someone else’s efforts (Rashid & Rashidah, 2009).  Opler and 
Sokobin (1995) opined that one possible way to reduce this freeriding 
problem among shareholders and to side-step political pressure is to 
create a third party monitoring organisation. Such an organisation can 
serve as a focal point for geographically dispersed shareholders and can 
perhaps provide them with more credibility in challenging the 
management. In Malaysia, such an organisation is reflected in the 
establishment of the Minority Shareholder Watchdog Group (MSWG) 
(Othman, S. & Borges, 2015).  
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8.0 Minority Shareholder Watchdog Group and Shareholder 
Activism in Malaysia  
MSWG was established in 2000 as a company limited by 

guarantee. Its establishment was initiated by the government and it forms 
part of a broader capital market framework with its main role being to 
protect the interest of shareholders through shareholder activism. The 
four founding organisations of MSWG are: 

 
i. Armed Forces Fund Board (Lembaga Tabung Angkatan 

Tentera); 
ii. National Equity Corporation (Permodalan Nasional Berhad); 
iii. Social Security Organisation (Pertubuhan Keselamatan 

Sosial); and 
iv. Pilgrimage Board (Lembaga Tabung Haji) 

 
MSWG is funded by the Capital Market Development Fund and 

through the sale of its own products and services (Ying, 2014).  
MSWG was set up to create awareness among shareholders, 

especially minority shareholders (retail or institutional), of their three 
basic rights, which are to seek information, to voice out their opinions, 
and to seek redress (Rashid Ameer & Rashidah Abdul Rahman, 2009). 
Currently, MSWG also serves as an independent research organisation 
in respect of corporate governance matters. It provides a platform and a 
collective voice for minority shareholders, advising on voting at general 
meeting through its pre- and post- AGM reports.  MSWG’s Annual Report 
for the year 2017 is consistent with its Annual Report for the year 2016; 
its monitoring efforts have focused primarily on the performance and 
governance of 252 public listed companies under its monitoring portfolio. 
MSWG managed to deploy its officers to monitor 313 general meetings 
for the year 2017 (MSWG, 2018). Rashid and Rashidah (2009) supported 
the findings of previous research which claimed that shareholder activism 
creates value for shareholders in the long run. The study analysed the 
impact of MSWG activism on the performance of targeted companies 
compared to non-targeted companies. It suggested that MSWG has 
played an important role in addressing agency problems in Malaysian 
companies. Its involvement has brought consistent improvements to the 
profitability of companies as well as increased shareholders’ wealth.  It 
was also concluded that, although MSWG’s approach to activism might 
not be comparable to those taken by independent activists in developed 
financial market, MSWG has made a difference in providing minority 
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shareholders with a resourceful solution to information asymmetries.    
 

9.0 Conclusion  
There is a reluctance among many naïve shareholders when it 

comes to attending general meetings. Apart from being minority 
shareholders, most argue that they cannot read financial reporting and 
would need to incur costs to rely on professional proxies. Some 
shareholders with the skills to read financial reporting found that 
unfortunately they have to bear the costs, financially or otherwise, to 
participate in the general meetings. While selling their stakes would be 
the easiest way out, a kind of freeriding attitude among shareholders has 
become commonplace as they tend to choose being passive, preferring 
to rely on others to take remedial actions. This paper has highlighted that 
there are two possible approaches to addressing these problems. 

The first approach is through the existing legal framework, where 
a review has been made to the statutory provisions. The Malaysian 
legislature has put in place several laws to encourage shareholders’ 
participation in general meetings. Apart from attending physical 
meetings, a shareholder (or their proxy or representative) may now also 
participate in a shareholders’ meeting virtually, since companies have 
been granted more flexibility in using technology to conduct such 
meetings. Further, a proxy may now be appointed among non-
professionals. Being able to participate in general meetings with a 
reasonable opportunity has also given shareholders the right to closely 
monitor the company directors’ performance. There are, however, a host 
of unresolved issues such as how to conduct online meetings and the 
possible consequence of having untrained proxies attend a meeting. 
Thus, the legal framework should be subject to continuous review aimed 
at improving shareholders’ participation. 

Another approach which has been explored in this paper is to 
enhance the shareholders’ role through shareholder activism, especially 
by having dedicated bodies towards this aim such as MSWG. Previous 
studies have shown that MSWG has instilled a positive impact on the 
long-term performance and the long-term profits of a company. 
Promoting shareholder activism is a step forward. However, 
shareholders should be mindful of the short-term agendas that may 
hinder the success of such a movement in promoting long-term value of 
the company.  
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