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Ge n e r a l l y  s p e a k i n g , 
shareholder activism 
has meant the efforts 

of shareholders to influence 
decisions by public company 
boards through leveraging 
their rights as shareholders. 
These efforts traditionally 
focused on board elections, 
w here  an act iv i st  would 
nominate one or more di-
rectors who had not been 
approved by the incumbent 

board, as well as strategic 
transactions, such as a sale 
of the entire company or 
a significant piece of it, or 
a recapitalization or other 
transaction that would send 
cash out to shareholders, 
including the activist. The 
number  of  act iv i st  cam-
paigns has increased sig-
nificantly over the last few 
years and, at the same time, 
the types of shareholders 

who are willing to engage in 
these campaigns has broad-
ened from a relatively few 
wel l -know n players  to  a 
broad group of investors, in-
cluding traditionally quies-
cent institutional investors. 
In 2024, 243 activist cam-
paigns were reported global-
ly — up from approximately 
185 in 2021 — almost 20% 
of which were brought by 
first-time players. 

Moreover, the objectives 
of activists also have shift-
ed. Historically, campaigns 
had focused on M&A-relat-
ed demands, with activists 
arguing that they were pres-
suring boards to maximize 

shareholder value by sell-
ing undervalued assets, up 
to and including the entire 
company. Similarly, they fre-
quently focused on capital 
allocation and returns, seek-
ing the return of capital to 
shareholders through share 
buybacks or dividends. Al-
though these remain com-
mon objectives,  activ ists 
are increasingly looking to 
influence the board’s strate-
gic decisions and drive oper-
ational efficiencies. In 2024, 
according to data reported 
by Barclays Bank, 26% of 
campaigns brought by major 
hedge fund activists focused 
on operational and strate-
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gic improvements and 11% 
related to senior manage-
ment changes, whereas only 
22% of campaigns cal led 
for M&A actions and 9% of 
campaigns focused on capi-
tal returns (28% requested 
board changes and the bal-
ance related to other gover-
nance issues). By identify-
ing companies that might 
be underperforming com-
pared to their peers and fo-
cusing on changing senior 
management or increasing 
operational performance, 
activists appear to be pri-
oritizing long-term growth 
strategies  over  quick re-
turns. Consistent with this 
broader focus, many recent 

campaigns have included 
governance-based arguments 
f o r  c hange,  par t i c u lar l y 
where they identify and are 
able to exploit a specific stra-
tegic mistake — for example, 
if they can point to failures in 
either succession planning or 
proper integration of a signif-
icant acquisition. 

There  has  a l so  been a 
change in the resources ac-
cessible to activ ist inves-
tors and the dynamics sur-

rounding them. The SEC’s 
universal proxy rules enable 
shareholders to vote for their 
preferred combination of 
directors, including by mix-
ing-and-matching among the 
company and activist nomi-
nees — regardless of which 
side solicited their vote — 
and no longer allow compa-
nies to force shareholders 
to choose between manage-
ment’s and the activist’s slate 
of directors. 

Activ ists  have also in-
creasingly used social media, 
including Reddit, TikTok 
and X, to amplify their mes-
saging. Also, many activists 
are building stronger ties 
to traditional institutional 

investors, including those 
advocating for strategic and 
operational changes that 
promote ESG initiatives or 
long-term grow th,  g iven 
the institutional investors’ 
signif icant shareholdings 
a n d  l o n g - te r m  i n te re s t . 
And activists are increas-
ingly sophisticated in their 
approach to analyzing or 
identifying potential weak-
nesses in corporate oper-
ations. They are also mak-

ing significant investments 
in generative AI resources 
to enhance their ability to 
evaluate and select strategic 
operational targets, such as 
corporations with under-
performing business units or 
areas of misalignment with 
shareholder expectations. 

To navigate this evolving 
landscape, boards should 
be prepared to reevaluate 
their responses to a cam-
paign,  as  their  defensive 
toolkit designed to ward off 
an M&A-focused strategy 
may no longer be relevant. 
Boards should make sure 
that their governance doc-
uments give them adequate 
advance notice of any po-

tential proposals by activ-
ists, and should be reviewed 
by counsel with experience 
in these matters. Preemp-
tively considering and ad-
dressing vulnerabilities in 
strategy, operations or gov-
ernance practices is neces-
sary to stay ahead of activist 
demands.  Boards should 
do this with the assistance 
of generative AI and other 
a naly tical and predictive 
tools to identif y potential 

areas of exposure and antic-
ipate the specific targets of 
potential campaigns direct-
ed at operational and stra-
tegic improvements. Boards 
may w ish to incor porate 
this ongoing review as part 
of their routine oversight 
responsibilities.

 Board members should 
focus on maintaining strong 
relationships with key share-
holders, particularly those 
investors that might be in-
clined to join an activist ef-
fort. Consistently engaging 
with shareholders should 
also help boards anticipate 
activist campaigns and avoid 
surprises. In the short-term, 
boards should make sure they 
are aware of and understand 
recent campaigns, especially 
campaigns that targeted their 
peers. This will allow them to 
develop strategies or rebuttal 
arguments in advance. Being 
proactive rather than reactive 
will be critical. By engaging 
actively with shareholders 
and addressing vulnerabili-
ties head-on, boards can not 
only mitigate the risks of be-
coming the target of activist 
campaigns but also continue 
to position their companies 
for long-term success.  ■
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