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and outcomes such as firm performance as there are many variables that influence firm 

performance and changes in governance. In addition, much shareholder activism is 

informal, behind closed doors negotiation that is hard to capture and study empirically. 

This study used content analysis to capture the incidence of the formal FDSA, but clearly, 

not all incidences of shareholder activism including informal activism were captured. 

There is only one study that has looked at informal activism (Becht et al., 2009). There 

may be other methods that will allow researchers to collect more precise measures of 

shareholder activism. For example, future studies should consider building a larger 

database of activism from not only news reports, but proxy resolutions and Schedule 13D 

filings. A larger database would provide additional insight on which types of activism 

work best. In addition, there are always limitations to the use of archival data. Studies 

like the Becht et al. (2009) study, which were able to get inside access to a shareholder 

activist's operations enabled them to obtain a deep understanding of the motivations and 

actions of the Hermes UK Focus Fund. 

Second, while this study made the distinction between financially driven and 

socially driven shareholder activism, this study's definition of FDSA is still extremely 

broad. Future research could focus on specific aspects of shareholder dissatisfaction such 

as compensation, governance, strategic and operational issues. 

Third, this study relied on both dummy and continuous variables to capture 

whether a firm was being targeted by a FDSA. However, this study did not examine any 

details on the activists themselves. Most prior studies on shareholder activism 

concentrate on one type of activist, such as hedge fund, pension fund, or blockholder 

activists and one type of activism method (proxy resolution, announcement of being put 
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on target list). There is anecdotal evidence that hedge funds may be contributing the 

most to principal-principal problems within the firm with their aggressive techniques 

(Kulpa, 2005). Future studies on shareholder activism should examine which type(s) of 

shareholder activist(s) achieve the most results (positive or negative) and which type(s) of 

activist(s) contribute the most to principal-principal conflicts within a target firm. 

Fourth, with the results of the study suggesting that there are principal-principal 

conflicts in firms from developed countries, additional work needs to be done to examine 

the extent of principal-principal problems in firms in developed versus developing 

economies. Prior research using the principal-principal perspective has focused on 

principal-principal conflicts in firms in emerging economies (Dharwadkar et al., 2000; Su 

et al., 2008; Kaymak & Bektas, 2008; Chen & Young, 2010; Jiang & Peng, 2010; Peng & 

Jiang, 2010). More research needs to be done to examine just how FDSAs expropriate 

resources. As principal-principal problems were found in the context of shareholder 

activism, there may be other areas where principal-principal conflicts emerge in firms 

from developed economies. More studies focusing on the growth of institutional 

investors is needed. 

Fifth, there are opportunities to build on the Brickley et al. (1988) typology 

examining ownership type. As type of owner was relevant in the study of antecedents of 

shareholder activism, the same framework can be used in other research settings. 

Sixth, while agency theory is intuitively appealing, some of the traditional agency 

measures, such as CEO duality, board size, board independence and outside director 

busyness are relatively superficial proxies that attempt to identify the existence of 

monitoring problems within the firm (Dalton et al., 2003). The measure of CEO duality 



does not take into account the presence of lead outside directors that can play a role to 

mitigate the power of combined CEO/Chair role. Additional research should focus on 

more longitudinal case studies to determine how boards work and which boards are most 

effective at monitoring and providing guidance on strategy issues. 

Finally, this study only examined firms within an Anglo-American governance 

system. It would be interesting to expand the scope of this study to examine the 

antecedents and effects of shareholder activism in other countries with different 

governance environments. 

Conclusion 

Shareholder activism is a growing phenomenon around the world. While it 

provides a mechanism for shareholders to express their dissatisfaction with upper 

management, there is a darker side to the drivers of shareholder activism in that powerful 

activists may use shareholder activism as a method to expropriate resources from target 

firms. In regard to the effects of FDSA, there was no impact on changes in accounting 

performance, but a significant positive impact on changes in market based performance. 

This finding suggests that there could be market inefficiencies at play as investors place 

value on shareholder activism efforts. 

As Monks and Minow (1996) suggest, there is no ideal corporate governance 

system as all are failing in their attempt to balance shareholder and stakeholder interests. 

John Carver, a noted governance expert states that, "governance theory will not be a 'one 

size fits all' prescription as to structure and composition, but a coherent framework of 

fundamental, global principles upon which each board's individual practices can be left 

to vary in recognition of contextual and cultural particulars" (2010:150). 



129 

In summary, this study directly tested the principal-agent perspective and the 

principal-principal perspective in the unique setting of financially driven shareholder 

activism. Results show that the principal-principal problems in target firms were better 

predictors of FDSA than principal-agent problems. However, agency theory was more 

effective in predicting the effects of FDSA on changes in market-based performance. 

These findings open up doors for additional research of principal-principal problems 

primarily amongst dominant owners. Finally, this study provides evidence that 

governance environment is important. Key differences in governance found between the 

US and the UK provides additional evidence that governance environment plays a crucial 

role in the impact of FDSA on firm performance. To conclude, this study makes a 

significant contribution to the literature on corporate governance and shareholder 

activism and will hopefully generate additional research on these issues. 
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APPENDIX A 

CODE BOOK FOR CODERS 

• Date of article 
• Date of activism event 
• Target of the activism - Company targeted 
• Reason or goal of activism 
• Who initiated the activism 

o Name of activist 
o Type of activist 

• Pension fund 
• Hedge fund 
• Mutual fund 
• Individual investor 
• Blockholders activists 
• Shareholders 
• Other 

• Ownership of activist 
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