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Abstract 

Context and Purpose—The increasing phenomenon of activist shareholders has, over the 

past years, extended its influence outside the United States and to new areas like the food 

industry. In November 2012, an activist shareholder, Nelson Peltz, became a stakeholder in 

Danone. In June 2017, another activist shareholder, Third Point LLC, became a stakeholder 

in Nestlé, the biggest company in the food industry, followed by Corvex Management in 

August 2017 in Danone. In January and February 2021, two new activist hedge funds, 

Bluebell Capital Partners, and Artisan Partners, acquired minority stakes in Danone. These 

new activists have kicked off a cohabitation journey between the mentioned protagonists, 

with already tangible impacts for the target companies and their competitors, like Unilever. 

The study aims to identify how activist shareholders entered the capital of major food players 

and understand how they affect them. 

Design/Methodology/Approach—A mixed-method research design is used for this 

dissertation, including a literature review, theoretical framework, qualitative analysis, and 

quantitative financial analyses. 

Theoretical Framework—The theoretical framework is based on agency theory, stakeholder 

theory, shareholder theory, and asymmetric information theory. 

Research Questions—The overarching research question is broken down into four sub-

questions: 

• What are the reasons and the causes of the presence of activist shareholders in 

these target companies? 

• What are the effects of the presence of activist shareholders on the companies’ 

governance, portfolios, and communication? 

• How are the financials of the target companies after an activist’s event? 
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• What are the mid- and long-term consequences for the firms after activist 

shareholders enter the picture? 

Findings—At different levels, the selected companies have shown typical characteristics of 

target companies. The effect of activism provoked positive outcomes for Nestlé and Unilever 

in terms of financial performances and governance and mitigated results for Danone. The 

potential agency issues of the firms are directly connected to the success of activism, 

especially in the case of Danone. In 2021, Nestlé delivered all activist requests, except for the 

divestment of the L’Oréal stake. This position could be the next chapter of fulfilling the 

requests of Third Point LLC. Unilever has delivered an internal activism plan that new 

activists may eventually challenge due to its average performances and high cash availability. 

After the four activist events of the last decade, Danone is still facing severe agency issues 

locking its performances. If these agency issues are considered unsolvable in the short term, 

Bluebell Capital and Artisan Partners might force a company’s dismantling or a merger with 

a competitor. 

Implications/Limitations—The practical implication of this study is to provide food 

industry managers a better understanding of the activist shareholders’ approach and the 

consequent effects. The focus on major companies like Nestlé, Danone Group, and Unilever 

will provide transferability for managers. The study’s main limitation is the uniqueness of the 

selected companies’ history, size, context, and environment. 

Keywords—activist shareholder, agency issues, agency theory, financials, food industry, 

governance, portfolio management, shareholder theory, stakeholder theory 
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Chapter 1: Introduction 

 The practice of activist shareholders (ASs) is an increasing phenomenon (Brav, Jiang, 

Kim 2015). According to Cyriac et al. (2014), “activist investors, or shareholders, are defined 

as investment-management firms—most often hedge funds—that have acquired beneficial 

ownership of a company and filled a form 13D1 indicating the intent to influence a 

management team” (p. 8). Historically based in the United States, ASs have been extending, 

over the past years, their perimeter to Europe and Japan (Christie, 2017; Krishnan et al., 

2015; Slawotsky, 2016). Relevant AS firms include Carl Icahn, Third Point, ValueAct 

Capital, and Trian Partners (Krishnan et al., 2015). In the consumer industry, ASs often 

converge on the same companies, such as Danone, P&G, or Nestlé, and influence each other 

on a peer-to-peer level, creating a new industry environment and benchmark (Collett, Ennis, 

Sahoo, De la Grense (2016) ; Trian Partners, 2017). 

Purpose 

 The purpose of this study is to first identify the causal factors of the emergence of 

ASs in the capital of the target companies. The research then focuses on understanding the 

potential impact of ASs on the organizations and financial performances of three companies: 

Nestlé, Danone Group, and Unilever. These companies were chosen for the study based on 

three considerations: 

• Nestlé is the worldwide reference, being the most prominent corporation in the 

food industry. 

• Danone Group is a leading global competitor in the food industry, dealing 

with ASs since 2012. 

• Unilever is a leading global competitor in the food industry. While it does not 

have an AS in its shareholding structure, it is being influenced by the AS 

phenomenon in the industry. 
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Background 

 Nestlé is a Swiss company founded in 1866. With an annual turnover of 

CHF 84.3 billion in 2020, Nestlé is the largest worldwide operator in the food industry. Until 

1988, the capital shares of the company were not liberalized; 66% of the shares had to be 

under the ownership of Swiss nominative owners (Heer, 1991). Currently, the largest Nestlé 

shareholders are the Swiss pension funds, holding 8.8% of total shares. Then, hedge funds 

and the Norwegian sovereign fund are the most important shareholders, all representing less 

than 2.5% of total shares. Third Point LLC, a New York-based hedge fund, acquired 1.25% 

of Nestlé’s shares in June 2017 (Chaudhuri, 2017). As an AS, Third Point LLC issued a letter 

justifying its purchase of shares to communicate its expectations and ambitions for the 

company (see Appendix A). 

 Danone is a French-based company built over the years through mergers, acquisitions, 

and divestments. Its focus on food business is the consequence of the strategic decision of 

CEO Antoine Riboud in 1970 to divest from the historical flat glass sector to acquire its 

primary clients in the beverages category (e.g., Kronenbourg, Evian), then in 1971 in baby 

food (Diepal), and in 1973 in the dairy category (Gervais-Danone). With an annual turnover 

of €23.6 billion in 2020, Danone is involved in dairy, water, infant, and clinical nutrition, as 

well as plant-based drinks. To finance its growth in the 1980s, the company (called BSN at 

that time) did several capital increases, which diluted the shareholding structure and made it 

vulnerable to a potential hostile takeover. To respond to the takeover threat, mainly from 

American companies (e.g., Phillip Morris, PepsiCo), Riboud created a strategy called the 

“Chartres Cathedral” to suggest that the company keep its French passport by consolidating 

the shareholding structure and votes around a few strategic shareholders (Jacquet, 1998). 

Later, we will see that Riboud’s strategy can be considered a preventive “poison pill.” 
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 Currently, the largest shareholders of Danone are investment management companies, 

such as MFS Investment Management with 7.36% of the outstanding shares, BlackRock with 

5.74%, and Amundi Asset Management with 3.38%. The majority of the stakes, 66%, are 

floating. In 2012, activist Nelson Peltz stepped into the shareholding structure with his fund 

Trian Partners, acquiring 1% of the capital (McCrum, 2012). But Trian Partners sold its entire 

investment seven months later (Basini & Nicot, 2013). In 2017, the AS Corvex Management 

acquired 0.75% of the total shares, and stated that the company was undervalued (Geller & 

Pratap, 2017). In January and February 2021, two new AS hedge funds—Bluebell Capital 

Partners and Artisan Partners—acquired minority stakes in Danone at 0.05% and 3% of 

outstanding shares respectively (Abboud, 2021a; Kar-Gupta et al., 2021). 

 Unilever is an Anglo-Dutch consumer company, stock listed in Amsterdam and 

London, focusing on three categories: food, personal, and home care products. The company 

was formed by the merger of Dutch Margarine Unie and British soapmaker Lever Brothers in 

1929. Its annual turnover in 2020 was €50.7 billion. In February 2017, Unilever faced a 

hostile takeover from Kraft Heinz and its shareholders 3G Capital and Berkshire Hathaway 

(Geller & Barbaglia, 2017). Unilever’s shareholders have rejected the takeover proposal, but 

it provoked an acceleration of the firm’s agenda that observers and managers of Unilever 

described as internal activism. 

 This study will investigate the causal effects of the presence of ASs in the target 

companies. It will also seek to understand how this new landscape of AS is influencing the 

organization and financial performance of the selected companies. 
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Chapter 2: Literature Review 

 

Definition of an Activist Shareholder 

 “Activist investors, or shareholders, are defined as investment-management firms—

most often hedge funds—that have acquired beneficial ownership of a company and filled a 

form 13D indicating the intent to influence a management team” (Cyriac et al., 2014). These 

hedge funds are typically considered a hybrid between delegated portfolio managers, like 

pension funds or mutual funds, and corporate raiders (Clifford, 2008). There is no legal 

definition of what a hedge fund is. It is an investment body, or investment vehicle that is 

relatively free from the regulatory controls of the Securities Act of 1933, the Securities 

Exchange Act of 1934, and most notably the Investment Company Act of 1940. They 

maintain their exemption from securities and mutual fund registration by limiting the number 

of investors and allowing only experienced investors with significantly high net worth (Klein 

& Zur, 2009). They usually have fewer than 100 investors or only qualified purchasers. 

Qualified purchasers are individuals with at least US$5 million to invest, or business 

structures with a minimum of US$25 million (Kraik, 2019). Unlike mutual or pension funds, 

hedge funds can use leverage or derivatives to increase their effectiveness in getting 

ownership of a target company (Clifford, 2008). 

 Moreover, not all hedge funds practice shareholder activism. Usually, hedge funds 

that engage in shareholder activism have less investor demand for liquidity, more extended 

lock-up periods to withdraw capital, and do not use higher amounts of leverage than their 

peers (Clifford, 2008). In this study, the AS definition is not limited to hedge funds. Indeed, 

investment management firms like 3G Capital can also be considered ASs, especially by 

triggering “internal activism” on potential targets to prevent an attack from the investment 

firm (Christie, 2017). Krishnan et al. (2015) mapped and categorized hedge fund 
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shareholders’ activism into two groups: top investors and most active investors. The mapping 

allows for the identification of the leading players in the industry based on the financial scale 

of investment and frequency of acting on the market. Black et al. (2020) also mapped the top 

10 hedge fund activists based on their volume influence in 2019. Based on these two sources, 

the most relevant actors are Carl Icahn, Trian Partners, Third Point, Elliott Management, 

ValueAct Capital, Pershing Square, and Jana Partners. 

 Shareholder activism is mainly a U.S.-based phenomenon, but it has extended its 

influence into Europe and Japan (Becht et al., 2017; Christie, 2017; Krishnan et al., 2015; 

Slawotsky, 2016). In 2019, out of 824 activist actions on target companies, 470 were in the 

United States, 130 were in Europe, and 58 in Japan (Black et al., 2020). 

 Many authors have noted the increasing importance of the AS phenomenon by 

illustrating their booming interventions on companies regarding financial value as well as 

frequency (Bebchuk et al. (2017); Clifford, 2008; Coffee & Palia, 2016; Foldesy et al., 2016; 

Khorana et al., 2017; Slawotsky, 2016). From 2010 to 2014, U.S.-listed companies have seen the 

numbers of activist campaigns double compared to the previous decade. The target companies’ 

market capitalization moved from US$2 billion to US$10 billion (Cyriac et al., 2014). Between 

2014 and 2019, there was an increase of 30% in activist actions (Black et al., 2020). 

 The sudden spike of the activist shareholder phenomenon is due to the conjunction of 

different factors. Indeed, as Coffee and Palia (2016) noted: 

once upon a time, institutional investors followed the “Wall Street Rule”: if 
dissatisfied with management, they sold their stock, but they did not attempt to 
intervene or challenge management. This passivity was probably the consequence of 
shareholder dispersion (which made activism costly) and conflicts of interests (large 
banks—both commercial and investment—did not want to alienate corporate clients). 
With the growth in institutional ownership, however, behavior changed. (p. 11) 

 
This statement allows us to identify three sub-factors that have supported the rise of ASs: 

• The decline of staggered boards. When a board is staggered, directors are elected 

for three years, and one third of the elected directors are subject to election every 
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year (Bebchuk et al., 2015). Staggered boards have been a limitation for ASs to 

take over the power on the board of companies on short notice. It could only be 

challenged and changed partially by voting every year. Activist opponents even 

defended the staggered boards to protect target companies. 

• The increased power of proxy advisors. Asset managers, like mutual funds, 

exchange-traded funds, and private advisors, hold most U.S. public companies 

(Spatt, 2019). On behalf of their clients, they hold a significant power in 

voting on shareholders’ resolutions. To keep low fixed costs and benefit from 

economies of scale to execute financial analyses and due diligences, asset 

managers have increasingly referred to outsourced advisors, called proxy 

advisors, to position themselves on their voting obligations (Coffee & Palia, 

2016; Spatt, 2019). For example, the leading proxy advisor companies are 

Institutional Shareholder Services, Inc. (ISS) and Glass, Lewis & Co., LLC 

(Glass Lewis; Coffee & Palia, 2016; Spatt, 2019). These two proxy advisor 

companies usually follow shareholders’ activism, promoting similar 

shareholders’ returns and anti-takeovers policies (Coffee & Palia, 2016). 

Consequently, proxy advisors have a significant power in making an activist 

campaign successful or not (Christie, 2017). 

• Changes in SEC rules. Until 1992, the SEC rules were considered very 

conservative, as any communication from shareholders could be interpreted by 

the companies’ management as a proxy solicitation, which has to follow a 

precise, bureaucratic, and expensive process under the SEC’s supervision 

(Coffee & Palia, 2016). To respond to this challenge, the SEC enacted some 

deregulation, including: 

◦ the permission of voting advice from proxy advisors; 
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◦ the possibility of any kind of shareholder communication as long as 

there is no objective of proxy authority; and 

◦ the possibility for minority shareholders, like hedge funds, to look for 

representation during board seat elections without a takeover bid and 

be able to promote an activist agenda (Coffee & Palia, 2016). 

The SEC’s deregulation continued between 1999 and 2005, facilitating 

shareholders’ offline discussions and reducing proxy statement obligations for 

minority shareholders (Coffee & Palia, 2016). 

◦ Historically, brokers voted to follow management’s proposals. Starting 

in 2010, brokers were not allowed to vote on behalf of their clients 

without their instructions. Therefore, the weight of retail shareholders 

diminished in favor of institutional investors, which were more 

accessible and cheaper for ASs to deal with (Coffee & Palia, 2016). 

◦ Since 2016, institutional investors and proxy advisors have been 

working on modifying the current proxy access rule. Indeed, if 

shareholders do not physically attend the shareholders’ meeting, they 

cannot select different card candidates for board seat elections. They 

have to choose a card, e.g., the management card or the activist card. 

The SEC recently modified the rules for universal proxy cards to allow 

shareholders to pick and choose nominees from different cards, even 

without attending the shareholders’ meeting. Companies like General 

Electric, Mellanox Technologies, and Sandridge Energy had 

proactively started to use universal proxy cards (Hirst, 2018). 
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Table 1: Literature Summary on Activist Shareholders 

Author(s) Year Findings 
Bebchuk et al. 2017 • Activism has increased in value and frequency over the 

past years. 
• Staggered boards’ decline has increased activists’ 

influence. 
Becht et al. 2017 • Activism is a U.S.-based phenomenon, extending its 

influence overseas. 
Christie 2017 • Activism is a U.S.-based phenomenon, extending its 

influence overseas. 
• Companies like 3G Capital can be considered activist in 

their practices. 
Coffee & Palia 2016 • Activism has increased in value and frequency over the 

past years. 
• Shareholder passivity was due to capital dispersion and 

conflicts of interests. 
• Asset managers increasingly refer to proxy advisors. 
• Proxy advisors usually follow shareholder activists. 
• SEC rule liberalization is a catalyst for activism. 

Clifford 2008 • Activism has increased in value and frequency over the 
past years. 

• Hedge funds are hybrid investors between pension funds, 
mutual funds, and corporate raiders. 

• Hedge funds can use leverage or derivatives to increase 
the investment’s power. 

• Hedge funds that do activism have less demand for 
liquidity, higher lock-up periods, and less leverage than 
their peers. 

Cyriac et al. 2014 • Activist investors, or shareholders, “are defined as 
investment-management firms—most often hedge 
funds—that have acquired beneficial ownership of a 
company and filled a form 13D indicating the intent to 
influence a management team” (p. 8). 

• Activism has increased in value over the past years 
Foldesy et al. 2016 • Activism has increased in value and frequency over the 

past years. 
Hirst 2018 • The use of universal proxy cards allowed investors to 

pick and choose nominees from different cards. 
Khorana et al. 2017 • Activism has increased in value and frequency over the 

past years. 
Klein & Zur 2009 • Hedge funds are relatively free from regulatory controls. 
Kraik 2019 • Hedge funds usually have fewer than 100 investors or 

only qualified purchasers. 
Krishnan et al. 2015 • Activism is a U.S.-based phenomenon, extending its 

influence overseas. 
• Activists are categorized as the top or most active investors. 
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• The most relevant activists are Carl Icahn, Trian Partners, 

Third Point, Elliott Management. 
Slawotsky 2016 • Activism has increased in value and frequency over the 

past years. 
Spatt 2019 • Asset managers hold most U.S. public companies. 

• Asset managers increasingly refer to proxy advisors. 
 
From Market to Corporate Control to Activist Shareholders 

 From a governance point of view, the AS approach consists of the concept of quasi-

control. Christie (2017) defined “quasi-control as power that is greater than influence, but 

that falls short of actual corporate control” (p. 3). Indeed, activists are entitled to influence a 

company with small minority shares, with eventual “‘golden leash’ compensation structures” 

(Christie, 2017, p. 4) like Third Point with Nestlé, or Trian Partners with P&G, when a 

private equity investor acquires a majority of stakes to get complete control. Indeed, on 

average, activists hold 11% of the stakes of target companies (Becht et al., 2017). 

 This influence can be successfully transformed into settlements between companies 

and ASs. Settlements have grown significantly over the last years and are contributing to an 

acceleration in management changes, board seat access, and shareholder payouts (Bebchuk et 

al., 2017). To achieve these objectives, ASs focus on board-related and governance activism 

to secure their representation on the board and on operational activities such as efficiency 

measures, cost cutting, and restructuring, as well as on mergers and acquisitions (M&A) 

activism (Christie, 2017). 

 Additionally, by being aware of the increasing influence and threat of activism, many 

management teams of potential target firms have built proactive plans to anticipate the 

demands of hypothetical activist investors to facilitate settlements in the interests of all 

parties (Cohen, 2017; Cyriac et al., 2014; Foldesy et al., 2016; Khorana et al., 2017). 
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Table 2: Literature Summary of Activist Shareholders’ Corporate Control 

Author(s) Year Findings 
Bebchuk et al. 2017 • Settlements have increased over the past years and 

contributed to increased outcomes. 
Becht et al. 2017 • On average, activists hold 11% of the stakes of 

target companies. 
Christie 2017 • The governance concept of activists is quasi-control. 

• Quasi-control has greater influence but is short in 
corporate control. 

• Quasi-control can be translated into influencing 
governance, operations, and M&A. 

Cohen 2017 • To prevent activism, companies proactively prepare 
actions for potential settlements 

Cyriac et al. 2014 • To prevent activism, companies proactively prepare 
actions for potential settlements. 

Foldesy et al. 2016 • To prevent activism, companies proactively prepare 
actions for potential settlements. 

Khorana et al. 2017 • To prevent activism, companies proactively prepare 
actions for potential settlements. 

 
Profiles of Target Companies 

 The profile of target companies for ASs combines these main parameters: 

underperformance in comparison to peers’ benchmarks, low shareholder return, weak cashflow 

management, and opportunities for capital changes (Bebchuk et al., 2015; Cyriac et al., 2014; 

Trian Partners, 2017). Clifford (2008), Brav et al. (2008), and Fos (2017) summarize the typical 

profile of target companies as value companies—companies with a lower market value than 

what the books report (Tobin’s Q), but still profitable. There is a consensus in the literature that 

for many target companies, the underperformance in comparison to peers is temporary. Target 

companies may have been performing well with comparable stock returns and operating KPIs 

in the years prior to the activist event, but had a sudden low performance in the year of an 

activist event (Brav et al., 2008; Coffee, 2014; deHaan et al., 2018; Fos, 2017; Goodwin, 2015). 

Target companies are typically more protected against hostile takeovers and give higher 

remuneration to their CEO than their peers (Brav et al., 2008). They also have a lower-than-

average bankruptcy risk (Klein & Zur, 2009). There is an open debate when it comes to the 
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typical size of the target firms. Some studies state that target companies have a smaller size 

than a control sample, which provides Ass with easier access to control of a minimum number 

of shares (Brav et al., 2008). But this trend of focusing mainly on smaller-size companies has 

moved from a target value of below US$2 billion before 2010 to US$10 billion by 2014 

(Cyriac et al., 2014). This was confirmed by Black et al. (2020), who noted that the market 

capitalization above US$2 billion of target companies has moved from 33% to 37% of total 

activist campaigns in the United States. From a governance perspective, target companies also 

have different profiles. They are usually more prepared against hostile takeovers, have higher 

institutional shareholders, and are more covered by financial analysts (Becht et al., 2017; Brav 

et al., 2008). Consequently, agency problems contribute to becoming a target firm (Brav et al., 

2008; Fos, 2017; Zhu, 2013). 

 
Table 3: Literature Summary of Target Company Profiles 

Author(s) Year Findings 
Bebchuk et al. 2015 • Typical target companies have lower financial 

performance than their peers and opportunities for capital 
changes. 

Becht et al. 2017 • Target companies have higher institutional shareholders 
and are more covered by financial analysts. 

Brav et al. 2008 • Target companies have more agency problems. 
• Target companies are value firms with Tobin’s Q 

attractivity and are profitable. 
• Target companies usually have a low performance during 

the year of an activist event. 
• Target companies are more protected against hostile 

takeovers and give high remuneration to the CEO. 
• Target companies have higher institutional shareholders 

and are more covered by financial analysts. 
Coffee 2014 • Target companies usually have a low performance during 

the year of an activist event. 
Clifford 2008 • Target companies are value firms with Tobin’s Q 

attractivity and are profitable. 
Cyriac et al. 2014 • Typical target companies have lower financial 

performances and opportunities for capital changes than 
their peers. 

• Target size has increased over recent years. 
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deHaan et al. 2018 • Target companies usually have a low performance during 

the year of an activist event. 
Fos 2017 • Target companies are value firms with Tobin’s Q 

attractivity and are profitable. 
• Target companies usually have a low performance during 

the year of an activist event. 
• Target companies have more agency problems. 

Goodwin 2015 • Target companies usually have a low performance during 
the year of an activist event. 

Klein & Zur 2009 • Target companies have lower-than-average 
bankruptcy risks. 

Trian 
Partners 

2017 • Typical target companies have lower financial 
performances and opportunities for capital changes than 
their peers. 

Zhu 2013 • Target companies have more agency problems. 
 
The Concept of “Too Big to Be an Activist” 

 As previously discussed, the modus operandi of ASs consists of identifying 

underperforming companies, acquiring a minority share, and requiring strategic or 

management changes to increase financial performance to at least the benchmark level. Why 

are such statements on low performance and requests on companies’ changes made publicly 

by ASs and not by the existing shareholders, security analysts, or bankers? Coffee (2006) 

demonstrated how institutional gatekeepers, such as auditors and board of directors, but also 

shareholders, security analysts, and bankers, have failed in evaluating the financial 

performance of companies like Enron or Worldcom. This failure, according to Coffee, is the 

consequence of the explicit or non-explicit conflicts of interest of the gatekeepers. For 

example, the leading auditing company of Enron, Andersen, was also contracted by Enron for 

more profitable consulting contracts, which biased the role of gatekeeper and provoked the 

collaboration of the auditing company to the fatal accounting fraud of Enron. 

 Davis and Kim (2005) and Morley (2019) recognized the natural conflicts of interest 

of big mutual funds, such as Vanguard, BlackRock, or Fidelity, which does not allow them to 

act as ASs. Indeed, these mutual funds also sell financial services to the target companies, 

and they invest in debts or derivatives of the same companies. This leads to a natural conflict 
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of interest that does not permit acting as an activist, as it would automatically play against the 

interest of the different investments of the fund. According to Clifford (2008), hedge funds 

can also buy the target company and take complete corporate control, which is not an option 

for mutual funds. This threat of corporate control is an additional tool that hedge funds can 

use in activism, while mutual funds can’t play this card. Legally, as a 13d filing obliges every 

investor to declare all its shares above 5% in the target company, a mutual fund is obliged to 

report its direct investments and the entire chain of its clients, which might also be 

shareholders of the target company. This obligation of tracing the whole chain of shares for a 

mutual fund is a barrier from a cost and administrative perspective. This 5% threshold is the 

current rule in the United States. In European countries, this threshold is between 2% and 3% 

(Becht et al., 2017). 

 
Table 4: Literature Summary of Too Big to Be an Activist 

Author(s) Year Findings 
Becht et al. 2017 • The threshold to disclose ownership for activists is 5% in 

the United States and between 2% and 3% in Europe. 
Clifford 2008 • Hedge funds can play the card of threat of full corporate 

control, contrary to mutual funds. 
Coffee 2006 • Gatekeepers are subject to conflict of interests for 

monitoring a firm. 
Davis & Kim 2005 • Mutual funds have too many conflicts of interest with 

firms to be activists. 
Morley 2019 • Mutual funds have too many conflicts of interest with 

firms to be activists. 
 
Opponents of Activist Shareholders 

 Despite the communication on the long-term approach of ASs like Trian Partners 

(Christie, 2017) or the private equity firm 3G Capital (Colvin, 2017), activist opponents 

consider AS effects to be negative and short-term oriented (Christie, 2017; Slawotsky, 2016), 

which creates a deflationist cycle and sources for corporate scandals. The most prominent 

opponent of ASs is American lawyer and lecturer Martin Lipton. His work tends to 

demonstrate the inefficiency and adverse effects of ASs for corporations. According to him, 



 
20 

 
ASs are “a disaster for the economy” (Helliker, 2018, “Are you more often recommending” 

section), and he challenged Milton Friedman’s stockholder’s theory. His conviction to defend 

corporations against ASs is fed by several studies referenced in his publications. George and 

Lorsch (2014), for example, “remain unconvinced . . . that hedge fund activism is a positive 

trend for U.S. corporations and the economy” (as cited in Lipton, 2015a, para. 21). Lipton 

(2015b) also cited a study by Allaire (2015), who noted that: 

• hedge fund activists are not really that great at finance or strategy or 
operations, as some seem to believe (and as they relentlessly promote); 

• their recipes are shop-worn and predictable and (almost) never include any 
growth initiatives; 

• their success mainly comes from the sale of the target firm (or from “spin-
offs”); their performance otherwise barely matches the performance of the 
S&P 500 and that of a random sample of firms; [and] 

• the strong support they receive from institutional investors is somewhat 
surprising and quite unfortunate. (para. 5) 

 
Lipton (2015a) also references public statements from mutual funds, such as Laurence Fink 

from BlackRock, who claimed that activist’s strategies “destroy jobs” (para. 3). This 

declaration is supported by Allaire and Dauphin (2015), who found a 15% employment rate 

gap between companies targeted by ASs and the random comparison sample. 

 Coffee and Palia (2016) and Allaire and Dauphin (2015) demonstrated that 

shareholder activism is negatively and significantly affecting the R&D and capital 

expenditure investments of target companies, which feeds Lipton’s (2015a) position that ASs 

cut investments for the mid- and long-term perspective. However, activist proponents 

highlighted positive effects on corporate governance, management performance (Swanson & 

Young. 2017), shareholder value creation (Slawotsky, 2016) and, surprisingly, on R&D 

investment effectiveness (Brav et al., 2015). It is indeed an open debate between academics. 

Bebchuck et al. (2015) noted that there is no evidence that investment limiting in R&D or 

capital expenditures requested by ASs affects the long-term operating performance of the 

target company. They even highlighted that this investment limiting qualitatively improves 
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the way the target company manages investments, as “managers have a tendency to invest 

excessively and that decreases in investments might thus move targets toward, rather than 

away from, optimal investment levels” (p. 1137). Coffee and Palia (2016) challenged the 

conclusions of the benefits of investment limiting, as the regressions from Bebchuck et al. 

(2015) were statistically discussable to demonstrate the impact on return on assets (ROA) and 

Tobin’s Q, as the level of confidence and the quantity of negative coefficient were not 

satisfactory. Moreover, Coffee and Palia (2016) insisted that target companies are not 

selected randomly by ASs. Consequently, other variables that are typical of target companies’ 

profiles should be added into the quantitative study. 

 
Table 5: Literature Summary of Activist Shareholder Opponents 

Author(s) Year Findings 
Allaire & 
Dauphin 

2015 • Activism reduces the employment rate of target 
companies by 15%. 

• Activism reduces R&D and Capex investments. 
Bebchuck et al. 2015 • There is no evidence that R&D and Capex cuts decrease 

operating performances. 
• Activism improves R&D investment efficiency. 

Brav et al. 2015 • Activism improves R&D investment efficiency. 
Christie 2017 • Activists claim long-term approaches. 
Coffee & Palia 2016 • Activism reduces R&D and Capex investments. 

• There is no evidence of investment efficiencies due 
to activism. 

Colvin 2017 • Activists like 3G claim long-term approaches. 
Lipton 2015a, 

2015b 
• Activism is a “disaster for the economy.” 
• Activism destroys jobs. 
• Activism reduces R&D and Capex investments. 

Swanson & 
Young 

2017 • Activism improves governance and 
management performance. 

Slawotsky 2016 • Activism improves shareholder value creation. 
 
Are Activist Shareholders Creating Value? 

 As seen in the previous chapter, there is an open debate between AS opponents and 

proponents. This debate also exists since the debate actors do not have the same definition of 

value creation or destruction and the same understanding of who should be the value 
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beneficiaries. To reflect the current contribution of the literature, the review for this part will 

focus on stock return, operating performances, and any potential wealth transfers. 

 Stock Return. Bebchuk et al. (2015)’s referent study on stock return performance on 

the AS phenomena, built on a dataset from 1994 to 2007, covered more than 2,000 Schedule 

13D filings by hedge funds. The study showed a positive abnormal return of 6% on stocks in 

the short term. Activist opponents also recognize this short-term positive effect, but claim that 

this spike is at the cost of long-term returns. In the long term, the study demonstrated that in 

more than 1,600 cases, there was also a positive abnormal return of 2.58% for 36 months of 

stock holding and 5.81% for 60 months of stock holding. These abnormal returns might not be 

considered statistically relevant for the structural effects of the activists on the stock returns. 

Still, as Bebchuk et al. stated, there is “no support for the claim that activist intervention makes 

shareholders of target companies worse off in the long term” (p. 1130).These findings were 

confirmed by another study of 4,871 activist campaigns between 1994 and 2014 (Swanson & 

Young, 2017), which found similar ranges of abnormal returns in short and long-term periods. 

Respectively, the study demonstrates a positive abnormal return of about 4.5% for the days 

surrounding the announcement of the 13D filing, with a significantly higher return of about 

17% when the activist required the company to be sold. As for the previous study, there is no 

evidence that the short-term positive return is at the cost of long-term return. Indeed, after 24 

months, this study found an average positive abnormal return of 11.5%. Similar studies 

confirmed such trends for short- and long-term abnormal returns due to activist events 

(Bebchuk et al., 2015; Becht et al. 2009; Brav et al., 2008; Clifford, 2008; Fos, 2017; Klein & 

Zur, 2009; Krishnan et al., 2015; Swanson & Young, 2017). 

 Despite these positive findings of average abnormal returns, the distribution of the 

results also shows that the abnormal returns are negative for a certain number of target 

companies. Clifford (2008), Brav et al. (2008), Klein and Zur (2009), and Becht et al. (2009) 
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found that 37.2%, 38%, 25%, and 28.3% of target companies, respectively, earned negative 

abnormal returns. Allaire and Dauphin (2015) also reported that abnormal returns are 

moderately positive, even if many cases are negative. For deHaan et al. (2018), “long-term 

returns insignificantly differ from zero” (p. 536). 

 To understand how AS events create or do not create abnormal returns, Becht et al. 

(2017) identified the outcome scenarios that lead to positive or negative abnormal returns. 

Even if the study approved the findings already described for average positive abnormal 

returns of activist engagements, it showed that the quality of the activist engagement 

outcomes caused the abnormal returns to be distributed differently. Activist event outcomes 

are divided into categories, such as board changes, payouts, restructuring, and takeovers. 

Abnormal returns are generally higher with multiple outcomes, including a takeover, up to 

18.3%, and lower with only a payout outcome, from -0.16% to 1.42% in a 10-day or 20-day 

window around an activist event. So, the abnormal return with only a payout outcome from 

the AS is not significant. Moreover, the study highlighted that the probability of positive 

outcomes is higher with a joint event of different activists, called a “wolf pack.” 

Conventionally, for the entire period of AS activism, shareholder engagements “without 

outcomes generally do not generate significant shareholder value under any specification. 

Engagements with outcomes however generate value for shareholders, with value generation 

closely linked to these outcomes” (Becht et al., 2017, p. 2965). These findings are supported 

by Allaire and Dauphin (2015), who found that stock performances depend on what the 

activists obtain as outcomes from the target company. Outcomes like full or partial takeovers 

get higher returns than governance changes, for example. 

 Should the positive abnormal returns only be credited to the ASs? As previously 

noted, ASs do not always provide positive abnormal returns, even if, on average, they do 

under certain conditions. It means that there is an open debate, as the previous studies usually 
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connected the target companies’ performances to the AS engagement. Coffee and Palia 

(2016) highlighted the lack of evidence in all these studies, as “most of the studies find that 

positive abnormal returns are not statistically significantly related to changes in real variables 

that occur subsequent to the activists’ intervention” (p. 68). In the same direction, Allaire and 

Dauphin (2015) questioned whether the credit should be attributed to the activist for the 

midterm, as their average holding period is 18 months. Indeed, even Bebchuck et al. (2015) 

were prudent to credit all positive effects to ASs, because if opponents can eventually 

challenge the positive effects, “long-term consequences of activism provide no basis for calls 

to limit the influence of activism and to insulate boards from such influence” (p. 1119). 

Additionally, “stock pickers who successfully bet on future improvements might not deserve 

a medal, but they do not warrant opposition and resistance” (Bebchuck et al., 2015, p. 1119). 

 The debate on the causality of activism and positive abnormal returns is still open, as 

the quantitative data from all studies are subject to discussion, and as the underperforming 

companies targeted by ASs tend to close performance gaps to the mean over time (Coffee & 

Palia, 2016). Assuming that there is a consensus trend in the literature that an AS provides a 

short- and long-term abnormal return, despite the open debate, the question for this study is 

where the added value comes from. The review will look for data in the operating 

performances, potential wealth transfers, and the analysts’ ratings of the target companies. 

 Operating Performance. Regarding operating performance, the literature mainly 

focuses on the key performance indicators (KPIs) defined as Tobin’s Q and return on assets 

(ROA). Tobin’s Q is the most commonly used financial indicator used by researchers or 

analysts to measure the capability of the governance to value a book of assets into market 

value (Bebchuck et al., 2015). ROA is the ratio of earnings before interest, taxes, 

depreciation, and amortization to the total value of assets. This KPI is also widely used by the 

financial community to assess the operating performance of a firm (Bebchuck et al., 2015). 
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 The literature on the impact of ASs on the operating performance of target companies 

also shows mixed results (Coffee & Palia, 2016). Clifford (2008) found that target companies 

face ROA improvements for the three years following an activist event, by 0.88% on average, 

compared to companies targeted by passive shareholders. This low statistical difference is 

corroborated by the fact that this ROA improvement is mainly due to the reduction of assets 

and not an increase in cashflow. Indeed, the study finds a decrease in earnings before interest, 

taxes, depreciation, and amortization (EBITDA) and cash performance for the target 

companies and no payout improvements for the three years following an activist event. As a 

conclusion, Clifford stated that “attributing an increase in operating performance to activism 

can prove quite difficult” (p. 331). Similar results were highlighted by Klein and Zur (2009), 

who did not find statistical improvements of the ROA versus controlled samples of 

companies and confirmed a drop in EBITDA following the four quarters after an activist 

event. DeHaan et al. (2018) found no evidence of improvement in the ROA of target 

companies up to five years after an activist event. Allaire and Dauphin (2015) found a 

relatively low effect of an AS event on ROA. Indeed, their study demonstrated that ROA 

improved slightly after an activist action, but there was no positive effect compared to a 

random sample of companies. Even more, depending on the market capitalization of the 

target company, impact on ROA could be positive or negative, without any logical trend for 

small, medium, or big sizes. Regarding Tobin’s Q, Allaire and Dauphin (2015) found no 

positive effect versus the random sample of companies until two years after the activist event. 

After year two, the Tobin’s Q of target companies catches up with the random sample, but 

does not surpass it with statistical significance. The reason for the positive catch-up is that 

this improvement comes from reducing asset value, which means a reduction of capital 

expenditure, sale of assets, or share buybacks instead of creating additional profit. A study by 

S&P Capital IQ found that “targeted companies reduced capital expenditures in the five years 
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after activists bought their shares to 29% of operating cash flow from 42% the year before” 

(Monga et al., 2015, as cited in Coffee & Palia, 2016, p. 61). Similar findings of neutral 

Tobin’s Q effect from activist events are found in the studies of Klein and Zur (2009) and 

Goodwin (2015). Focusing on the impact on R&D spending of target companies, the 

literature shows it to be an open debate. Many studies identified cuts in R&D spending after 

activist events. Allaire and Dauphin (2015) found a drop of 50% of R&D budgets as a 

percentage of sales, from 17.34% to 8.12% in a five-year span. They also confirmed the drop 

in R&D expenses as being due to the activist event in another study, but with a recovery of 

the previous level of spending after two years. This reduction of R&D spending was 

confirmed by Brav et al. (2015) during the five years following an activist event. In some 

cases, like technological target companies, this observation is balanced because the level of 

patents or citations is not affected by the R&D budget reduction. They highlighted the 

consequence that, for these specific cases of technological companies, the shrink in R&D 

expenses was accompanied by a focus and efficiencies in allocating the budget. As seen 

before, Bebchuck et al. (2015) also supported the fact that there is a drop in R&D spending 

after an activist event. Still, there is no evidence that this investment limiting in R&D 

jeopardizes a company’s performance in the long term. DeHaan et al. (2018) found little 

evidence of impact on R&D spending from activism. 

 Other studies supported the positive effects of ASs on financial operating metrics. Brav 

et al. (2008) found improvements in ROA after the event year for the following two years, but 

they noted that the company had a lower performance in the event year than in the previous two 

years. This means that the ROA was back to previous performances. Bebchuk (2013) and 

Bebchuk et al. (2015) also found positive developments of ROA for the five years following an 

activist event, comparing target companies with a random sample and the average, industry-

adjusted ROA. In terms of Tobin’s Q performance, this same study found similar positive 
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effects for up to five years after an activist event. The outcomes of these two studies, following 

the positive findings on operating performances, were positioned by the authors as a legitimate 

proof for policymakers and institutional investors to not consider ASs negative for target 

companies. But these results were challenged by Allaire and Dauphin (2014, 2015) and Coffee 

and Palia (2016). Indeed, they criticized the data used by their colleagues, such as the 

difference in the number of company samples from the study methodology to the observations 

without explanations or dummy variables to justify causality. Additionally, in general, mixing 

too many activist events with too many involved companies dilutes the precision of 

understanding the phenomena. According to Allaire and Dauphin (2015), “the very different 

profiles of firms in each quintile in terms of operating performance (ROA, ROE, Tobin’s Q) or 

stock market performance mean that mixing all of them to come up with some general 

conclusion is very hazardous” (p. 287). But they specifically challenged the interpretations of 

the results, which were significantly positive in terms of operating performance statistics (as the 

difference was not zero), “but are they significant from a managerial or investment 

perspective?” (Allaire & Dauphin, 2014, p. 9). These studies were all quantitative research 

studies, which looked at the complex phenomena of ASs only with econometric lenses. This 

econometric focus is a limitation of the work of Bebchuk (2013) and Bebchuk et al. (2015) and 

should be carefully considered by policymakers and institutional investors (Allaire & Dauphin, 

2014, 2015). Allaire and Dauphin (2015) summarized the complexity of getting an absolute 

answer on the positive or negative impacts of ASs, as 

the varying objectives and tactics of hedge funds and the distinctive profiles of 
targeted firms result in several different clusters of activism, which, when merged, 
make it nary impossible to understand the consequences and performance of this form 
of activism. Studies mixing many instances of activism across a long period of time 
are bound to produce misleading results. (p. 304) 

 
The open debate whether operating performances are improved by activists does not provide 

strong evidence of the causality of wealth creation. The consensus on the average 
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improvement on stock return opens the discussion about the origin of the wealth transferred 

to the increased stock return. 

 Wealth Transfers. The literature has identified two primary sources of wealth transfer 

in favor of ASs. The first one is the wealth transfer from bondholders to shareholders. Klein 

and Zur (2011) found significant positive abnormal returns around the 13D filing in favor of 

shareholders, as previously discussed. However, they also identified a significant negative 

abnormal return to bondholders at the same time. This observation is valid for short- and long-

term returns (-3.9% excess bond return around the filing date and -6.4% after one year). The 

authors defined this wealth transfer as “expropriation.” In terms of scale, the study shows that 

in the short term, from a quarter to a half of the abnormal return for shareholders is taken from 

bondholders, and in the long term, up to one third goes to shareholders from bondholders. 

Additionally, 29% of the bonds are downgraded during the year after the 13d filing date, 

instead of 13% for a control sample of bonds. Similar findings by Jory et al. (2016) supported 

this wealth transfer from bondholders to shareholders, wherein “bondholders perceive activists’ 

actions as unfavorable to their long-term interests” by moving payouts to shareholders with 

increased dividends instead of remunerating bonds (p. 343). 

 The second source of transfer is from employees to shareholders. Brav et al. (2013) 

demonstrated that employees of targeted firms face a reduction in working hours by 10% relative 

to their peers and stagnation in working hours despite increased productivity. The causality 

between the activist event and the observed impact on employees is proven by the study, 

especially with the finding of the same outcomes when a passive hedge fund becomes active. 

Allaire and Dauphin (2015) supported the same trend for employees involved in a target 

company by an activist. According to their study, companies targeted by activists had decreased 

their staff by 3% over five years, while the random sample had increased it by 14.5%. 
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Table 6: Literature Summary of Whether Activist Shareholders Are Creating Value 

Author(s) Year Findings 
Allaire & 
Dauphin 

2015 • The study by Bebchuk et al. (2015) should be 
carefully considered. 

• Studies mixing many activist events produce 
misleading results. 

• Statistical relevance does not automatically mean 
management and investment relevance. 

• There is no evidence of Tobin’s Q improvement 
after an activist event. 

• Activism produces a low effect on ROA. 
• The attribution of positive abnormal returns to 

activists is questionable. 
• Abnormal returns depend on the outcomes obtained 

by the activists. 
• Activism reduces employment. 

Bebchuk 2013 • Activism improves ROA. 
Bebchuck et al. 2015 • Activism creates positive abnormal returns. 

• Credit to activists for positive abnormal returns 
requires prudence. 

• Activism improves ROA. 
Becht et al. 2017 • Positive abnormal returns are linked to 

multiple outcomes. 
Becht et al. 2009 • On average, activism creates positive abnormal 

returns in the short and long-term. 
• Negative abnormal returns are found in 28.3% of 

target companies. 
Brav et al. 2013 • Target firms reduced working hours by 10%. 
Brav et al. 2015 • Activism reduces R&D. 
Brav et al. 2008 • On average, activism creates positive abnormal 

returns in the short and long-term. 
• Negative abnormal returns are found in 38% of 

target companies. 
• Activism improves ROA back to previous 

performance. 
Clifford 2008 • On average, activism creates positive abnormal 

returns in the short and long-term. 
• Negative abnormal returns are found in 37.2% of 

target companies. 
• Activism improves ROA at a low level. 
• ROA improvements are due to asset reductions. 
• There is no evidence that activism improves 

operating performance. 
Coffee & Palia 2016 • The effects on abnormal returns are not 

statistically relevant. 
• The literature shows mixed results on 

operating performance. 
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The study from Bebchuk et al. (2013) should be 
taken taken carefully. 

• Studies mixing many activist events produce 
misleading results. 

deHaan et al. 2018 • There is no evidence that activism improves ROA. 
• There is little evidence that activism affects 

R&D spending. 
Fos 2017 • On average, activism creates positive abnormal 

returns in the short and long term. 
Goodwin 2015 • Activism has a neutral effect on Tobin’s Q. 
Jory et al. 2016 • Activism transfers wealth from bondholders 

to shareholders. 
Klein & Zur 2009, 

2011 
• On average, activism creates positive abnormal 

returns in the short and long term. 
• Negative abnormal returns are found in 25% of 

target companies. 
• Activism has a neutral effect on Tobin’s Q. 
• There is no evidence that activism improves 

operating performance. 
• Activism transfers wealth from bondholders 

to shareholders. 
Krishnan et al. 2015 • On average, activism creates positive abnormal 

returns in the short and long term. 
Swanson & 
Young 

2017 • On average, activism creates positive abnormal 
returns in the short and long term. 

 
Are All Activist Shareholders Performing Equally During an Activist Event? 

 As we have seen already, there is no legal definition of a hedge fund. However, the 

13D filing obligation in the United States, or the official disclosing of shares’ purchase with 

its purpose in Europe, concretely defines an investor’s activism. As previously mentioned, 

different studies have classified an AS’s actors and mapped their way of acting toward a 

target firm. Krishnan et al. (2015) classified activist hedge funds into two categories: most 

active hedge funds and top investor hedge funds. Most active hedge funds were those that had 

acted as activists at least 10 times during the sample period between 2008 and 2014. Only 

16 hedge funds out of 578 reached the threshold of 10 actions as activists. The study found 

that the abnormal return of a stock in a 21-day period window around the activist 

announcement is lower for most active hedge funds than for least active hedge funds. The 
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high frequency of events is not correlated to higher abnormal stock returns around the event, 

which is the opposite. Top hedge funds were defined as the ranking of activists by the 

aggregate value invested between 2008 and 2014. In the study, the first top hedge fund was 

Carl Icahn with an aggregate value of US$16.4 billion, and the 10th in the ranking was 

GAMCO with US$2.1 billion. The findings were that short-term abnormal returns are 

significantly higher with top investor hedge funds than with low investors (2.31% positive 

difference) in a 21-day window around the activist event. It demonstrated that the market was 

more confident about positive returns with top investor hedge funds than with other hedge 

funds. The study also showed that top investor hedge funds created improvements on ROA 

for the four quarters after an activist event on operating performance. The authors recognized 

that big investors have, by their very nature, a broader range of possibilities of target 

companies. Consequently, their selections have better perspectives than those of target 

companies selected by lower investors. Complementary to this, Boyson and Mooradian 

(2010) highlighted that ASs that practice intense activism get higher returns and operating 

performances from the target company than those practicing light activism. Four variables 

define characteristics of intense activism: the motivations beyond the investment, like 

provoking a merger; requests for governance changes and board seats or encouraging of 

buybacks; the method used to get access to stocks and the quantities of securities acquired; 

and whether or not warrants were purchased in the target company. The study measured the 

level of activism for each variable and compared the intensity of activism with stock returns 

and operating performances. The study clearly stated that for short-term abnormal returns in a 

25-day window around the activist event, intense activism delivered a 10.85% performance 

versus the reference samples, instead of 4.87% for all target companies with all types of 

intensity. For long-term operating performances measured by ROA, the authors found the 

same positive difference in favor of intense activism (12.59% ROA improvement versus 
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3.92%) up to three years after the event. Additionally, Boyson and Mooradian (2012) 

identified a performance difference for experienced and inexperienced activist hedge funds. 

The experience was measured by the background of the fund manager, the frequency of 

activist events, and by the minimum at “24 months of consecutive returns and average annual 

fund size of at least $10 million during the period January 1994 to December 2005” (p. 8). 

The study showed that highly experienced activist hedge funds delivered significantly better 

short- and long-term abnormal returns as well as significantly better operating performances 

(ROA) on the target company than inexperienced activist hedge funds. 

 According to the literature, there are disparities in performance for the target firms 

among activist hedge funds. The profile for a high-performing activist combines a high level 

of investments, intense or aggressive activism, and high experience. Black et al. (2020) 

ranked the 2019 activist hedge funds according to the level of investments, the frequency of 

activist events, and the overall performance of their activist engagements. They listed hedge 

fund companies like Elliott Management, Starboard Value, Third Point LLC, and Carl Icahn. 

 
Table 7: Literature Summary of Equal Performance of Activist Shareholders During Activist Events 

Author(s) Year Findings 
Boyson & 
Mooradian 

2010, 
2012 

• Intense activism gets higher returns and a higher 
operating performance. 

• Experienced activists get higher returns and a higher 
operating performance. 

Krishnan et al. 2015 • Activists are categorized as the top or most 
active investors. 

• Short-term abnormal returns are lower with the most 
active investors than with the least active ones. 

• Short-term abnormal returns are higher with top investors 
than with small investors. 

• Top investors create a positive impact on ROA. 
 
What Are the Effects of ASs at Non-Target Companies? 

 Several studies have examined how the phenomenon of ASs also affects non-target 

firms due to the potential threat of being targeted. Zhu (2013) found that potential target 
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companies, modelized by the Mutual Fund Fire Sales (Edmans et al., 2012, as cited in Zhu, 

2013), act proactively to reduce the likelihood of being targeted. Indeed, a potential target 

company builds proactive responses by reducing the CEO’s salary, reducing capital 

investment and R&D spending, and increasing shareholder payout returns. Similar effects 

were found by Fos (2017) and Ganchev et al. (2018) using different methodologies. 

 
Table 8: Literature Summary of the Effects of ASs at Non-Target Companies 

Author(s) Year Findings 
Fos 2017 • Activism also creates momentum for non-

target companies 
Ganchev et al. 2018 • Activism also creates momentum for non-

target companies. 
Zhu 2013 • Potential activists act proactively to reduce the likelihood 

of being targeted. 
 
Are Activist Shareholders Expanding Their Scope of Action? 

 Many institutional investors increasingly engage firms to improve their agenda on 

environmental, social, and governance (ESG) issues (Gelter & Puaschunder, 2021; Grewal et 

al., 2016). Mutual funds like BlackRock or Vanguard have been publicly asking the 

management of the companies in which they hold stocks to work concretely on various ESG 

targets (Briere et al., 2018; Coffee, 2017; Pollman, 2019). In 2018, 43% of the proposals 

submitted by shareholders in the United States were related to ESG issues (Mueller et al., 

2018). In the 2021 Activist Investing Annual Review (Sherratt, 2021), all hedge fund 

managers related the growing importance of ESG in activist campaigns. For example, Lauren 

Gojkovich, a managing director at PJT Camberview, stated that 

another key dynamic is that ESG is now a driving force in asset flows, stewardship, 
and increased activism, with impacts for companies and activists alike. Being able to 
engage effectively on how ESG is tied into your business strategy will be mission-
critical for companies in the coming year and beyond. (p. 13) 

 
 Overall, shareholder activism on ESG done by hedge funds or institutional investors 

has more than doubled in the last two decades (Grewal et al., 2016). In the same study, 
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Grewal et al. (2016) correlated the ESG shareholder activism requests to Tobin’s Q 

performances. ESG activism is categorized into material and immaterial issues, following the 

standards of the Sustainability Accounting Standards Board (SASB). Activism on immaterial 

issues was followed by a decrease in Tobin’s Q performance of the target companies in the 

five years after the proposals. That was followed by a significant increase in Tobin’s Q for 

the same five years for material issues proposals. On the contrary, activism on immaterial 

issues was found to improve the operating performance of targeted companies. This is 

because managers of the target company would instead satisfy the AS with an immaterial 

ESG proposal rather than other types of requests, reducing agency costs. In terms of ESG 

issue performances, the study demonstrated that shareholder proposals are for both material 

and immaterial issues, followed by improvement on ESG performances. 

 
Table 9: Literature Summary on Expansion of AS Scope of Action 

Author(s) Year Findings 
Briere et al. 2018 • Mutual funds increasingly do activism on ESG. 
Coffee 2017 • Mutual funds increasingly do activism on ESG. 
Gelter & 
Puaschunder 

2021 • Many institutional investors increasingly engage firms to 
improve their agenda on ESG issues. 

Grewal et al. 2016 • Many institutional investors increasingly engage firms to 
improve their agenda on ESG issues. 

• Activism on ESG by hedge funds or institutional 
investors has more than doubled in the last two decades. 

Mueller et al. 2018 • In 2018, 43% of the proposals submitted by shareholders 
in the United States were related to ESG issues. 

Pollman 2019 • Mutual funds increasingly do activism on ESG. 
 
Activism With COVID-19 

 Shareholder activism was strongly affected by COVID-19 on the stock exchange in 

the first quarter of 2021. Activism was less aggressive and faced more robust responses from 

target companies’ management. The total number of activist events decreased by 10% in 

2020 compared to 2019 due to the poison pills that potential target companies put in place, 

being afraid of the opportunity given by the temporal depression of stock markets (Booth, 
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2021). This decrease of events is also due to the logistical difficulty for ASs to convince other 

investors to pursue a proxy context in virtual shareholder meetings (Gottfried, 2020). 

Additionally, the same paper highlights the overall uncertainty context that would challenge 

the credibility of a potential activist’s event. 

 The outlook for 2021 predicts that AS aggressiveness will be back, as many firms did 

not take advantage of the pandemic times and have disclosed structural weaknesses. As a 

consequence, ASs will increase the pressure on management teams for turnover as well as on 

M&A. (Booth, 2021; Gottfried, 2020). Moreover, it remains very attractive for institutional 

investors to follow activist hedge funds’ events with the very accommodating monetary 

policy (Gottfried, 2020). 

 
Table 10: Literature Summary on AS With COVID-19 

Author(s) Year Findings 

Booth 2021 • Activist events decreased by 10% in 2020 compared 
to 2019. 

• Companies have built responses and poison pills to protect 
themselves against the stock depression attraction. 

• The year 2021 will see more aggressive activist events. 
Gottfried 2020 • The year 2021 will see more aggressive activist events. 

 

  



 
36 

 
Chapter 3: Theoretical Framework 

 Economist George Akerlof (1970, as cited in Auronen, 2003) theorized that there is 

an asymmetric information between buyers and sellers, which leads to wrong valuations of 

transactions. According to the theory, the asymmetry can be reduced by counteracting 

institutions. This study will evaluate potential information asymmetry between ASs, boards 

of directors, and institutional investors of the selected companies and how counteracting 

institutions influences the flow of information. 

 This study will also be supported by agency theory, referring to the study of Ross and 

Mitnick (1973), which highlights the divergence of interests between companies’ 

shareholders and managers. Also considered is the work of Jensen and Meckling (1976), who 

characterized the importance of incentivization and the quality of monitoring under the theory 

of the firm with agency arrangements. Additionally, Milton Friedman, as the father of 

stockholder theory, considered that the unique raison d’être of a corporation is to make a 

profit (as cited in Fontaine et al., 2006). In 1970, he wrote, “there is one and only one social 

responsibility of business—to use its resources and engage in activities designed to increase 

its profits so long as it. . . . [engages] in open and free competition without deception or 

fraud” (as cited in Fontaine et al., 2006, p. 30) 

 Freeman (1984) built a framework for managers to deal with an unprecedented 

volatile and changing world. To respond to this new environment, in the interest of 

corporations and managers, he built a framework of stakeholder considerations as a new way 

to create value. This stakeholder theory offers a more balanced distribution of benefits, from 

shareholders to customers, employees, suppliers, and the local community (Smith, 2003). 

 Both stockholder and stakeholder theories are subject to interpretation. Indeed, 

managers could argue that order to stick to stockholder theory in the long term, stakeholders 

should not be ignored and should be considered to sustain profit. Equally, managers could 
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defend their promotion of stakeholder theory by explaining that it creates stable profit making 

for shareholders so as to ensure their investments in the long term (Smith, 2003). Stockholder 

and stakeholder theories diverge and converge, depending on the company and management 

context and on the interpretation. 

 In this study, these two theories provide the framework for understanding ASs’ and 

target companies’ interactions, communications, and interests. Guided by these four theories, 

I formulated the following research questions for the study: 

Research Question 1: What are the causal factors of the interest of activist 

shareholders in these target companies? 

Research Question 2: What are the effects of the activist shareholders’ interest on 

these companies’ organizations? 

Research Question 3: How do the financials of these target companies behave after 

an activist event? 

Research Question 4: What are the mid-and long-term consequence scenarios for 

these companies? 
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Chapter 4: Research Design and Method 

 

Research Design 

The research will be divided into four parts based on the research questions: 

Research Question 1: What are the causal factors of the presence of activist 

shareholders on these target companies? 

The methodology selected for this part was qualitative case studies, as a case study allows for 

an in-depth understanding of a single contextual case (Yin, 2003). In this case, the case 

studies are on Nestlé, Danone, and Unilever. The data collection focused on the following 

main categories: 

• official communication statements of the companies and of the ASs, 

• annual reports of the companies, 

• financial statements of the companies, and 

• relevant literature. 

Compared to peers’ companies, the financial performances focus on the total shareholder 

return (TSR), ROA, and Tobin’s Q. The literature mainly focused on stock returns, but ASs 

are more familiar with TSR. As the difference between stock returns and TSR is only the 

addition of the aggregated dividends to the stock returns, it does not deviate from evaluating 

the behavior of the stock value. For the study, ROA is defined as operating profit or earnings 

before interest and taxes (EBIT) divided by total assets, and Tobin’s Q is defined as the 

enterprise value divided by the capital employed. Enterprise value is the sum of the market 

capitalization and the net debt. 

 The peer companies were selected by combining four variables: being stock listed, 

being part of the top 20 food and consumer goods companies worldwide, being in 

comparable food categories, and being considered as peers by the activist’s industry. Thus, 
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the peer companies selected were Reckitt Benckiser, PepsiCo, Mondelez, and Kraft Heinz. 

These companies might not be totally comparable to Nestlé, Danone or Unilever in terms of 

business categories, but they are considered as peers by ASs. 

Research Question 2: What are the effects of the activist shareholders’ interest on 

these companies’ organizations? 

The methodology selected for this question was also qualitative case studies, with the same 

reasoning as for the first question. The data collection focused on three main categories: 

• annual reports of the companies; 

• official communications of the companies and of the activists; and 

• transcripts, press interviews, and quarterly and annual results reviews. 

Research Question 3: How do the financials of these target companies behave after 

an activist event? 

The methodology selected for this question was a quantitative study. The research consisted 

of analyzing the financial data of the selected companies, which drives it naturally to the 

quantitative method (Harkiolakis, 2017). The research design is descriptive, non-

experimental, and longitudinal. The financial reports of the target companies were used to 

collect data. Focusing on these variables: 

• financial KPIs, 

• whether AS pressure exists or not, and 

• a timeframe from 2010 to 2020. 

The sampling method is purposive for the last 10 years. The financial KPIs selected were 

ROA, Tobin’s Q, and abnormal stock returns, as they are the most significantly used by 

financial economists and the most informative about firms’ performances (Bebchuk et al., 

2015). The statistical analyses performed by the study were standard deviation and 



 
40 

 
correlation calculations to identify the effect of the presence of AS pressure on the financial 

KPIs. Data were analyzed with SPSS (Rea & Parker, 2014). 

Research Question 4: What are the mid-and long-term consequence scenarios for 

these companies? 

The methodology selected for this final research question was also qualitative case studies. 

The data collection focused on three main categories: 

• annual reports of the companies; 

• official communications of the companies and of the activists; and 

• transcripts, press interviews, and quarterly and annual results reviews. 

Additionally, we introduce the concept of expected free-cash flow growth embedded in the 

Tobin’s Q. This concept consists of evaluating the market value’s current or future 

performances. Technically, the expected free-cash flow growth (g) is defined as follows: 

𝑔	 =
Tobin′s	Q	x	WACC	– 	ROCE	x	(1 − Tax	ratio)

Tobin′s	Q − 1  

The study will use this g KPI to evaluate the credibility the companies’ management have for 

the investors to continuously grow the free-cash flow. 

Trustworthiness 

 The credibility of the research was built through well-established protocols of data 

collection. Triangulation was done between public information, the literature, and the 

theoretical framework to support the findings. Nestlé, Danone, and Unilever are worldwide 

leaders in the food and consumer industries, and they are considered frontrunners and 

benchmarks for their competitors. The ambition of the study is not to transfer the findings to 

other corporations. However, due to the natural totem effect of Nestlé, Danone, and Unilever, 

it will automatically provoke the discussion to move the results to the competitive landscape. 
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The transferability will be then subject to the limitations of the uniqueness of Nestlé, Danone, 

Unilever, and their environments. 

Data Analysis 

 This study focused on two of Yin’s (2018) five analytic techniques for the qualitative parts: 

• Pattern matching: This technique allowed for the comparison of the 

theoretical framework, agency, asymmetric information, and stockholder and 

stakeholder theories, and its predictable implications for the cases, with the 

findings of the cases. 

• Logic model: According to Yin (2018), “the logic model may be considered as 

another form of pattern matching” (p. 88). Considering this additional analytic 

technique, the added value is to identify causality effect patterns, matching a 

theoretically predicted event. In this case, each observed fact is a logical 

outcome of the previous one, to end up with a final result. 

Using both techniques allows for a complete analysis, combining the matching of 

independent and interconnected events and observations into the theoretical framework. For 

the quantitative part, the research analyzed the financial data of the selected companies, 

which drives it naturally to the quantitative method (Harkiolakis, 2017). The research design 

is descriptive, non-experimental, and longitudinal. The financial reports of the target 

companies were used to collect data. Focusing on these variables: 

• stock return KPIs, such as total shareholder returns and abnormal returns; 

• operating KPIs, such as return on assets and Tobin’s Q; 

• whether AS pressure exists or does not; and 

• a timeframe from 2010 to 2020. 

The sampling method was purposive for the last 11 years. The statistical analysis was a 

correlation calculation to identify the effects of the presence of AS pressure on the financial KPIs. 
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Chapter 5: Findings 

 

Research Question 1: What Are the Causal Factors of the Interest of Activist Shareholders 

in These Targeted Companies? 

 As seen in the literature review, target companies have specific characteristics such as 

showing lower stock returns, temporarily lower operating performances, agency problems, 

and being more protected against hostile takeovers than benchmark peers. In this part, the 

study uses the qualitative methodology described in Chapter 4. 

 

Nestlé 

 Financials. Third Point LLC, a New York-based activist hedge fund, acquired 1.29% 

of the shares of Nestlé on June 25, 2017. As an AS, they published a letter explaining their 

expectations of Nestlé’s management (see Appendix A). The justification for their investment 

was that the TSR, which includes the stock return and the dividends paid, was significantly 

below the competition (see Figure 1) on a one-to-ten-year period, and by unlocking identified 

levers, the company should be able to close the gap versus its peers. These levers, according 

to the activist, were: 

• margin target improvements, 

• capital return, 

• portfolio adjustment (sale of less-performing brands), and 

• sale of L’Oréal shares. 
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Nestlé – Danone – Reckitt Benckiser – Unilever – Kraft Heinz – Mondelez – PepsiCo  

 
Figure 1a. Three-year TSR in 2017 (harmonized in USD). From Thomson Reuters Eikon. 

 

 
Figure 1b. Five-year TSR in 2017 (harmonized in USD) 

 

 
Figure 1c. Ten-year TSR in 2017 (harmonized in USD) 

 

Indeed, the TSR on three years, five years, and 10 years showed in 2017 a lower performance 

versus direct competitors like Mondelez, PepsiCo, or Reckitt Benckiser, which increased the 

power of attraction of potential activists. This observation is consistent with the literature. 

 Regarding operating performance, illustrated by ROA in Figure 2, there is a consistent 

decrease during the years prior to the activist event in 2017, with a low point in 2016. This is 

also in line with the literature, which demonstrates that when there is a drop in ROA, it 
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increases the possibility of being targeted. There was an even lower ROA performance during 

the year of the activist event, which will be analyzed for the next question. 

 

 
Figure 2. ROA performances from 2010 to 2020. Note: Based on companies’ annual reports, 2010–2020. 

 
 In terms of Tobin’s Q, when Third Point LLC acquired the 1.29% stake, the 

Tobin’s Q had a ratio of 3.0, based on 2016 financial closing figures (see Figure 3). There 

was a relatively flat performance of the Tobin’s Q for the previous six years, with no lower 

performance in the year of the activist event. In this case, this observation does not follow the 

literature, as previous research highlighted the fact that a temporary drop of Tobin’s Q 

significantly increases the potential for targeting. In this case, Nestlé’s Tobin’s Q did not play 

a role. Regarding the financial KPIs of Nestlé in 2017, the underperformance in terms of TSR 

and ROA clearly stimulated and justified the approach of activist Third Point LLC. 
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Figure 3. Nestlé’s Tobin’s Q, 2000–2020. Note: Based on Nestlé’s annual reports, 2000–2020. 

 

 Shareholder Structure and Governance. In June 2017, before the activist event, 

Nestlé’s shareholder structure was fragmented and dominated by Swiss and American 

institutional shareholders and the Norwegian sovereign fund (see Figure 4). The company’s 

biggest shareholders were BlackRock with 4.57% of the shares, the Norwegian sovereign 

fund with 2.65% of shares, and Vanguard Group with 2.36% of shares. No other shareholders 

were holding more than 2% of shares. With an average market capitalization of 

US$230 billion in the first half of 2017, a potential hostile takeover was very unlikely. 

 

 

Figure 4. Nestlé shareholders. From Thomson Reuters Eikon. 

 
 In 2017, the board of directors was composed of 14 members, including CEO Mark 

Schneider and former CEO Paul Bulcke, who was board chair. With these two exceptions, 

none of the directors had expertise or experience in the food or the nutrition industry (see 

Appendix B). Nor did any of the directors represent an institutional shareholder. Schneider 

was appointed CEO in June 2016, under Bulcke’s recommendation. 

 Why did the existing shareholders or board of directors not do activism, which was 

justified by the low TSR and ROA performances before Third Point LLC stepped in? First, 
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the shareholders were mainly institutional investors, which are not skilled in activism. 

Second, the biggest shareholders were the mutual funds, BlackRock and Vanguard Group. As 

seen in the literature review, mutual funds respond to the concept of “too big to be activists.” 

Due to their size and the diversity of their investment portfolios, they rarely act as activists to 

protect their reputations and avoid adverse effects on collateral investments connected to 

target companies. Third, as already mentioned, the board of directors was not skilled, in terms 

of experience nor expertise, to challenge the entire strategy of Nestlé. This problem was 

clearly highlighted by Third Point, which proposed assistance to the board of directors with a 

“golden leash,” Jan Bennink (see Appendix A). A golden leash is a senior business expert 

who assists an activist with their experience to address the requests to the target company. A 

golden leash provides expertise and credibility to the AS. One director, Andreas Koopmann, 

who has served as a director at Nestlé since 2003 and at Credit Suisse from 2009 to 2019, 

could have potentially guided and acted as a change catalyzer, facing the reality of the TSR 

and ROA benchmarks. The mandates at Credit Suisse (Credit Suisse Board of Directors, 

2021) could have provided him all relevant information needed for the situation at Nestlé. 

However, Credit Suisse was consistently contracted by Nestlé for the consequent program of 

share buybacks, at least from 2009 (see Appendix C). Furthermore, between 2010 and 2020, 

Credit Suisse was appointed as financial advisor for significant acquisitions or divestments 

(considered here only for a value above €100 million), for a total of six transactions, with a 

cumulative value of €36 billion, which leads to natural conflicts of interest (see Appendix D). 

Henri de Castries, a director at Nestlé since 2012, former CEO of AXA, and a director for 

HSBC Holdings, could have also gotten the information and credibility to challenge the 

company’s status quo. But his numerous roles in international organizations (Faits et 

documents, nº428) lead him to be considered an institutional representative, and his 

reputation management can be compared to that of the mutual funds’: “too big to be 
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activists.” Consequently, for these two directors, the asymmetric information theory does not 

apply to their inactions as they are supposed to get the same level of information as Third 

Point LLC. As Bonazzi and Islam (2007) noted, “directors who value the opportunity to serve 

on other boards could have an incentive to establish reputations for not rocking the boat, i.e., 

for not intensely monitoring the CEO” (p. 5). 

 Fourth, agency theory helps to understand the relationship between the management 

and the shareholders of Nestlé. The body of control of the company management, the board 

of directors, is separate from the firm’s ownership, which leads to different interests between 

the management and the shareholders. In conclusion, Third Point LLC identified the lack of 

monitoring of the management by existing shareholders and the board of directors of Nestlé 

to create the momentum to better balance the interests of the shareholders. 

 

Danone 

 Danone has been confronted with the phenomenon of activism four times between 

2012 and 2021. With his fund Trian Partners in November 2012, Nelson Peltz took 1% of 

Danone and asked for cost cuts, margin improvements, and additional buybacks (Ail, 2012). 

This event lasted only seven months, and after a stock return of 15%, Trian Partners sold its 

shares. In 2017, another American AS, Corvex Management, acquired a minority stake 

(0.8%) without requesting aggressive management changes nor operational or cash returns 

targets. In early 2021, an activist event from Bluebell Capital, a London-based hedge fund, 

looked like a more typical aggressive approach, which required a strategic and credible 

response from Danone regarding the company’s weak performances. Indeed, Bluebell Capital 

confronted the TSR performances with its peers and asked for the current CEO’s departure 

and a change in governance in an official letter to its board of directors (Abboud, 2021a) .The 

fourth activist event was created by Artisan Partners in February 2021 when it took 3% of 



 
49 

 
Danone’s stakes. Artisan Partners criticized the stock performances in the short- and mid-

term and the mismanagement of the leaders of the company in an open letter to the board of 

directors (O’Keefe & Samra, 2021). 

 Financials. To evaluate the financial relevance of the activist events, I examined the 

TSR, ROA, and Tobin’s Q of Danone around each activist event. In 2012, the TSR 

performances of Danone were the weakest among the selected benchmarks (see Figure 5). 

For the three-year TSR in 2012, Danone performed 13.2% lower than PepsiCo and between 

29.2% to 48.2% lower than the rest of the benchmarks. As for the five-year TSR, Danone 

showed a significant gap compared to its peers, being the unique firm with a negative TSR 

and performing 87.3% worse than Nestlé. 

 Regarding the ROA in Figure 2, Danone faced a drop in performance from 6.90% in 

2010 and 6.29% in 2011 to 5.67% in 2012. In comparison with peers, except in the case of 

Mondelez, Danone performed with a significantly lower ROA than all other competitors. 

These two poor performances of TSR and ROA are causal effects of the activist event of 

Trian Partners in 2012, which is in line with the literature. 

 
Nestlé – Danone – Reckitt Benckiser – Unilever – Kraft Heinz – Mondelez – PepsiCo  

 
Figure 5a. Three-year TSR in 2012 (harmonized in USD). From Thomson Reuters Eikon. 
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Figure 5b. Five-year TSR in 2012 (harmonized in USD) 
 

 
Figure 6. Danone’ Tobin’s Q, 2007–2019. Note: Based on Danone’s annual reports, 2007–2020. 

 
 In terms of Tobin’s Q performance, Danone, with a ratio of 2.5, was in line with the 

three previous years of performance. There was a drop from 3.75 to 2.25 between 2007 and 

2009, but since the activist event took place three years later, it cannot be concluded that the 

Tobin’s Q performance was a catalyst for the action of Trian Partners. 

 In 2017, for the Corvex Management activist event, the TSR and ROA didn’t show 

better performances than peers (see Figures 1 and 2). Indeed, Danone still showed TSR 

measures at the bottom of the ranking, at 1.41% for the three-year total return and 14.59% of 

the five-year total return. Danone had an ROA of 4.63% in 2016, which increased to 5.55% 

in 2017. It was lower than in 2012 and significantly lower than all competitors, except for 
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Mondelez. The Tobin’s Q, with a ratio of 3.0, did not show poorer performance in 2017 

compared to previous years. In the case of the 2017 activist event, the TSR and ROA 

performances were indicators of a potential activist event—that of Corvex Management—

which is in line with the literature. Again, regarding the Tobin’s Q, the evolution does not 

show that it played a role in the attractivity of Danone for Corvex Management. 

 In 2021, the three-year TSR and five-year TSR demonstrated continuous 

underperformance of Danone compared to peers, except Kraft Heinz due to their 2016 and 

2017 restatement accounts and exceptional writeoffs of US$16 billion. The gap in performance 

toward the top of the rankings, led by Nestlé, had been accelerating over the past three years, 

especially in 2020, moving from the comparable performance of the five-year TSR trend in 

2018 to a gap of 69.54% between both firms. The ROA performance of the end of 2020 also 

showed a continuous underperformance versus all peers except Mondelez. It showed a negative 

trend from 5.55% in 2017 to a constant decline to reach a low of 4.06% in 2020. 

 
Nestlé – Danone – Reckitt Benckiser – Unilever – Kraft Heinz – Mondelez – PepsiCo  

 
Figure 7a. Three-year TSR (harmonized in USD). From Thomson Reuters Eikon. 

 

 
Figure 7b. Five-year TSR (harmonized in USD) 
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 Regarding the Tobin’s Q, there was a slight decrease from a ratio of 3 in 2018, to 2.83 

in 2019. This slight reduction does not seem relevant to the activist action. Still, the gap in 

comparison with Nestlé, with about a 1-point difference favoring Nestlé, looks to be more 

relevant for provoking an action. As in 2012 and 2017, the 2021 TSR and ROA poor 

performances and the acceleration of the negative gap in 2020 of Danone versus its peers 

made the firm an obvious target for ASs in 2021. This is also in line with the literature by 

combining structural TSR and ROA underperformances and the additional drop in 2020. The 

Tobin’s Q performances also seem more relevant against a benchmark with Nestlé as 

additional information for the ASs to act. 

 In conclusion, Danone’s ongoing TSR and ROA weak performances since 2012 have 

provided openings for continuous AS actions. The 2020 drops in performance accelerated the 

phenomenon by provoking the actions of two ASs in one month. 

 Shareholder Structure and Governance. In 2012, Danone had a fragmented capital, 

with the largest shareholders being institutional investors (see Figure 8). The leading 

stockholders were the French private equity fund Eurazeo with 2.56% shares, Sofina Group 

with 2.11%, and Marathon Asset Management with 1.54%. The capital structure was 

composed of passive investment management firms, such as mutual funds or hedge funds 

belonging to passive investors like banks. The average market capitalization of Danone in 

2012 was about €30 billion, which made the company potentially targetable for a merger or 

acquisition. Danone’s possibility of acquisition is a scenario that has has loomed since the 

1990s. A poison pill was put in place in 1987 to dilute the capital in case of a hostile takeover 

(Jacquet, 1998), and another one was put in place by the French government in 2005, which 

forbid foreign investors from taking over strategic companies, such as casino owners (Jones, 

2005). As the casino of the city of Evian in France belongs to Danone, the decree of 
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December 31, 2005, signed by Dominique de Villepin to protect companies owning casinos, 

responded to the rumors of a potential takeover from PepsiCo (Mauduit, 2006). 

 Why did the existing shareholders or board of directors not do activism, which was 

justified by the low TSR and ROA performances before the different activists stepped in? In 

2012, the board of directors was composed of 14 members (see Appendix E), four of whom 

had been Danone leaders for many years: Franck Riboud, Emmanuel Faber, Bernard Hours, 

and Jacques Vincent. The only director with Danone categories’ experience was Yoshihiro 

Kawabata from Yakult Honsha. But Danone was a 20% shareholder of Yakult Honsha, and 

Danone leaders had director roles at Yakult Honsha for many years (Danone, 2012b). 

Kawabata can be considered to be a Danone representative on the board of directors. Director 

Mouna Sepehri was executive vice president of Renault. At the same period in 2012, Riboud 

was a director on the board of Renault (see Appendix F). JP Morgan Chase had been 

involved in several financial transactions during 2011 and 2012 for bond issuing and credit 

facilities (Danone, 2011, 2012b). Even if Danone officially publishes it, Isabelle Seillier, as 

managing director of JP Morgan Chase group and non-independent board member of 

Danone, is in a position of monitoring the management of one client. Furthermore, Director 

Jean Laurent, as chair of Convivio (formerly known as La Fonciere des Regions), was also an 

independent vice chair of Eurazeo between 2004 and 2017, for which Riboud was an 

independent member of the supervisory board of Eurazeo between 2001 and 2005 (see 

Appendix G). During this same period of 2001 to 2005, Eurazeo was already the largest 

shareholder of Danone, leading to a natural conflict in monitoring of the Danone management 

by Eurazeo and Laurent during this period and a lack of independence afterward. In the case 

of Director Richard Goblet D’Alviella, who represents Sofina Group at the board of Danone, 

Riboud was also a member of the board of directors of the Belgian investment company until 

2006 (see Appendix H). 
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 Director Benoit Potier, chair of Air Liquide, belongs to the powerful and exclusive 

network Le Siècle with Riboud (Ratier, 2011). The presence of Bruno Bonnell on Danone’s 

board of directors is a question mark. Indeed, his track record in Infogrames, a famous French 

IT specialist at the beginning of 2000, ended up with his ousting from the company after the 

collapse of its stock value (Vidalon & Michelson, 2007). His knowledge of Danone’s 

categories is absent due to his focus on IT, which ended negatively. The connection to 

Danone might come from his origins from Lyon, like the Riboud family, and the connections 

to former Lyon Mayor Gerard Collomb and Jean-Michel Aulas, the president of the local 

football team, Olympique Lyonnais (Augustin, 2010; Lapoix, 2011) . Both Riboud and 

Bonnell are close to Collomb and Aulas (“Villeurbanne: Collomb Soutient Finalement 

Bonnell et Haziza,” 2020). Bonnell is a shareholder of Olympique Lyonnais, administrated 

by Thomas Riboud Seydoux, Riboud’s nephew (Olympique Lyonnais Groupe, 2021). The 

Olympique Lyonnais also organized the Danone football tournament a few times (“6e Edition 

de la Danone Cup à Lyon,” 2005). As Bonnell’s professional background does not justify his 

position at the board of directors, this local connection to Lyon’s environment is a potential 

reason for his assignment. Jean-Michel Severino is a French technocrat (general inspector of 

finance, director of AFD, and director at Ministry of Cooperation), graduated from ENA 

(“Jean-Michel Severino,” 2004). He is a shareholder and director of Investisseurs & 

Partenaires (see Appendix I). Danone invested in a fund of Investisseurs & Partenaires for a 

value of  €15 million (De Kerdrel, 2021), (see Appendix J). He also is a director at Phitrust 

Impact Investors, a minority shareholder of Danone since 2003 (Branche & De Guerre, 

2021). He is chair of the Institut d’Étude du Développment Economique et Social 

Convergences 2015, of which Danone Communities is a financial contributor. He has also 

been a director at Danone.Communities (see Appendix K). 
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 All of these personal interactions, symmetric board positions, and mutual interests 

create a situation in which the monitoring body is biased by the connected interests of the 

directors. It is a zero-sum situation that questions the board’s effectiveness in challenging the 

firm’s management to balance the interests of the shareholders and their own personal interests. 

According to agency theory, the agency problems that can potentially occur from 

misalignments of interests between shareholders and management lead to “undervaluation, lack 

of focus, low leverage, and insufficient payouts” (Fos, 2017, p. 15). As seen in the literature, 

the agency problems are also a cause of shareholder activism. The agency situation at Danone 

in 2012 was an additional argument for Trian Partners’ activist event (see Figure 8). 

 

 
Figure 8. Danone shareholders, 2012. From Thomson Reuters Eikon. 

 
 In 2017, the situation was similar to that of 2012. Trian Partners’ short activist event 

did not structurally affect the composition of shareholders (see Figure 9) or the composition 

of the board of directors. Stockholders were still fragmented; Amundi Asset Management, 

Sofina Group, and Harris Associates were the biggest owners of shares of the firm with 

2.17%, 2.15%, and 1.79% of the shares respectively in Q1 of 2017. Danone’s board was still 

dominated by passive shareholders, represented by mutual funds or asset managers of banks. 

The board of directors faced few changes between 2012 and 2017, adding two seats and 
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replacing Vincent, Hours, Bonnell, Goblet D’Alviella, and Kawabata. The two new seats 

were designated for Danone employees, but the other new directors of the board were: 

• Clara Gaymard, who is a former vice president of General Electric and is a 

graduate of the École nationale d’administration (ENA), and technocrat of the 

French administration. She has been working for the Cours des Comptes, 

AFII, and has been an assistant of Jacques Chirac (Faits et Documents, nº379). 

She founded the endowment fund RAISE, a firm in which Riboud had been 

director until 2014 (see Appendix L). Danone is a shareholder of RAISE via 

its subsidiary DAN Investments (see Appendix M). She is a member of the 

club Le Siècle along with Riboud (Faits et Documents, nº379). 

• Gregg Engles, who is the former chair and CEO of Dean Foods, the company 

that sold Whitewave to Danone for US$12.5 billion in 2016. During the 

transaction, he sold his stock options for a total of US$137 million 

(“Statements of Changes,” 2016). 

• Lionel Zinsou-Derlin, who was a Danone manager from 1986 to 1997 and is a 

former partner at Rothschild & Cie bank, vice chair of PAI Partners, graduate 

of ENS, and a technocrat of the French and Benin administrations. He has 

been an advisor to French Ministry of Industry and the prime minister of 

Benin and is a member of Le Siècle along with Riboud (“Danone S.A.: Lionel 

Zinsou-Derlin,” 2021). He is a director of the offshore company Investisseurs 

et Partenaires in Mauritius, for which Severino is also a shareholder and 

director (see Appendix N). He sits on the strategic board of the think tank 

FERDI with Faber and Severino (Fondation Pour L’Études et Recherches sur 

le Développement International, n.d.). 



 
57 

 
• Serpil Timuray, who was a Danone manager from 1999 to 2008 and is a 

member of the executive committee of Vodafone Group. 

• Gaëlle Olivier, who is a member of the management committee of AXA Group. 

• Michel Landel, who is the CEO and chair of Sodexo Group. 

 Except for the Danone employees, no directors are representing shareholders. Even if 

we do not question the ethics and professionalism of the newly appointed directors Timuray, 

Zinsou-Derlin, Engles, and Gaymard, they are somehow personally connected and indebted 

to the Riboud family, to Faber, or Danone for their career paths. 

 The inclusion of Olivier and Landel, even if their background is far from the categories 

of Danone, brings certain independence. JP Morgan, represented on the board of directors by 

Seillier, was selected by Danone, together with BNP Paribas, to contract the bridge loan of 

US$13.1 billion to finance the acquisition of White Wave Foods in 2016 (White & Case, 

2016). Including Jacques-Antoine Granjon, the board of directors has three members, out of 16, 

who are not connected to Danone’s environment or the personal networks of Danone’s leaders. 

As seen again with the individual and mutual business interests with Gaymar, Timuray, Zinsou-

Derlin, and Engles, the agency problems are not solved by the addition of the new directors, 

even if the addition of Olivier and Landel as independent directors is an improvement. 

According to Danone’s governance rules, “each Director is required to act in the interest of and 

on behalf of all shareholders,” and to perform his/her duties, 

each Director must act independently of any interest other than the corporate interest 
of the Group and its shareholders. Each Director must at all times ensure that his/her 
personal situation does not create a conflict of interests with the Group. (Directors’ 
Code of ethics, paras. 1–2; see Appendix O) 

 
 There is no breach in terms of the independence criteria of the AFEP-MEDEF Code, 

the French corporate governance code of reference for publicly traded companies, and 

Danone is not doing anything illegal with its board selections. However, the current and past 

connections of the directors do not prove that agency issues are absent and the monitoring of 
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Danone’s CEO/chair will be done in the singular interest of the shareholders. Asymmetric 

information theory reinforces the agency problems. Suppose board members did not have 

access to the information about Danone’s weak performances compared to peers. In that case, 

it would demonstrate the board’s lack of professionalism. It is more probable that the 

asymmetry of information from the board was balanced by the availability of analysts’ 

reports and internal benchmarks widely issued for such kind of listed company. It means that 

the financial performance gap compared to competitors could not be unknown and that the 

board consciously protected Danone’s management at the cost of the shareholders. 

 

 
Figure 9. Danone shareholders, 2017. From Thomson Reuters Eikon. 

 
 The 2020 shareholding structure (see Figure 10) saw an increase of larger shareholders, 

led by mutual funds. MFS Investment Management held 7.36% of the outstanding shares, 

BlackRock held 5.74%, Amundi Asset Management held 3.38%, and Vanguard Group held 

2.37%. As previously mentioned, these mutual funds are passive investors. 
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Figure 10. Danone shareholders, 2020. From Thomson Reuters Eikon. 

 
 In 2020, few changes were made to the board of directors compared to 2017. Granjon, 

Engles, and Laurent left their positions between 2017 and 2020. Guido Barilla, chair of 

Barilla; Gilles Schnepp, former CEO and chair of Legrand, director at Sanofi, PSA, and 

Saint-Gobain; and Cecile Cabanis, former Danone CFO, joined the board. These new 

appointments showed a trend of greater independence and increased knowledge of Danone’s 

business. Barilla strengthened the knowledge of food-branded categories. Schnepp brought 

experience in governance management, despite the potential personal co-optation by Landel, 

as director of the board of Legrand. In the case of Cabanis, she announced in October 2020 

her wish to leave the company due to disagreements with Faber (Vidalon, 2020a). Her 

nomination to the board of directors in December 2020 is a sign of balancing Faber’s power 

as chair and CEO (Vidalon, 2020b). In 2020, the board of directors has improved its 

knowledge of food categories and its ability to balance power, even if personal networks and 

non-independent members still dominate most members (12 out of 16). 

 In conclusion, the fragmented shareholder structure dominated by passive 

shareholders and the structural agency issues illustrated by the composition of the board of 

directors over the past nine years has led Danone to a vulnerability to activism. The literature 
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confirms the typical target profile of the company by combining agency issues, passive 

shareholders, and anti-takeover measures. 

 

Unilever 

 In February 2017, Unilever was subject to a hostile takeover bid of US$143 billion by 

its competitor Kraft Heinz. Kraft Heinz was controlled by the investment group Berkshire 

Hathaway and the private equity firm 3G Capital. The hostile bid was rejected by Unilever’s 

board of directors three days after the event, and Kraft Heinz immediately withdrew its offer 

(Chaudhuri & Dummet, 2017). Kraft Heinz and its owners are not ASs as defined by the 

activist industry. However, the bid provoked an internal activist agenda to move away from 

being a potential takeover target (Sharma, 2017). As seen in the literature review, the AS 

phenomenon also affects non-target companies by stimulating proactive actions that an 

activist might ask before the event occurs. In the case of Unilever, I examined the Kraft 

Heinz event as well as the consequences of the activist phenomenon to the company even 

though it was not officially targeted by activist hedge funds. 

 Financials. Looking at the TSR of Unilever in 2017 in comparison to peers (see 

Figure 1), as well as the Tobin’s Q performance, the observation shows general average low 

performances of the three-year, five-year, and ten-year TSR versus peers. Unilever performed 

slightly better on the three-year TSR than Danone and Nestlé but underperformed 

significantly below Reckitt Benckiser, Mondelez, PepsiCo, and Kraft Heinz. Unilever 

performed better on the five-year TSR than Danone and Kraft Heinz, equally to Nestlé but 

significantly below Mondelez, Reckitt Benckiser, and PepsiCo. On the ten-year TSR, the 

company performed better than Danone and Kraft Heinz, but below all other peers. The ROA 

in 2017 (see Figure 2) was at a low level compared to the average of the seven previous years 

but does not show a drop versus the two previous years. 



 
61 

 
 Regarding the Tobin’s Q (see Figure 11), there was a drop in 2016 to a ratio of 3.50 

before the Kraft Heinz event. Both the TSR and Tobin’s Q performances are in line with the 

literature to justify action from an investor. 

 

 
Figure 11. Unilever’s Tobin’s Q, 2010–2019. Note: Based on Unilever annual reports and accounts, 2010–
2020. 

 
 Shareholder structure and governance. The shareholder structure of Unilever in 

2017 was fragmented (see Figure 12), with the largest shareholder being the mutual fund 

BlackRock with a total of 7.88% of outstanding shares, followed by mutual fund Leverhulme 

Trust with 5.34% of outstanding shares and Legal & General Investment Management Ltd 

with 2.40% of outstanding shares. According to the literature review, these investors are 

considered passive investors. 
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Figure 12. Unilever shareholders, 2017. From Eikon from Thomson Reuters Eikon. 

 
 The board of directors was composed of 12 members, four of whom had passports of 

the company’s origin, Great Britain and the Netherlands. Nine directors had a consumer 

background in terms of category experience, and the other nine had significant finance track 

records. Only two members were connected to Unilever: the CEO and the CFO. There was 

no direct representation of shareholders on the board of directors (see Appendix P). The 

composition did not show reciprocal interests for the directors. For example, only Laura Cha 

had a mandate in a bank at HSBC Holdings, but there was no mandate for HSBC as financial 

advisor for M&A since Cha is on Unilever’s board. Three directors, including the chair, have 

or had positions at General Electric. It might be the consequence of personal co-optation, but 

that did not include the CEO nor the CFO. In comparison to Nestlé and Danone, the board of 

directors does not show any potential agency issues. The market capitalization of the 

company at the end of 2016 was €110 billion, which made the firm potentially accessible for 

a takeover. No anti-takeover measures were in place. 

 To conclude, as per the findings and the literature, the financial performances, the 

market cap, and the absence of anti-takeover tools attracted two investors, Berkshire 

Hathaway and 3G Capital, under the flag of Kraft Heinz. The solid corporate governance 

worked out, as the board of directors decided to reject the offer, claiming that “Unilever 
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rejected the proposal as it sees no merit, either financial or strategic, for Unilever’s 

shareholders. Unilever does not see the basis for any further discussions” (“Unilever rejects 

$143 bln Kraft offer,” 2017). Indeed, many of the top shareholders considered the bid to 

undervalue the company. Furthermore, shareholders were skeptical about the intentions of 

Kraft Heinz regarding the balance sheet of Unilever. Indeed, Kraft Heinz’s high level of debt 

would have potentially absorbed the excellent balance sheet of Unilever, something that 

Unilever’s shareholders did not accept (Elder et al., 2017). The board of directors’ position 

was fully aligned with the interests of shareholders in this case. It shows that there was no 

asymmetric information between the directors and the shareholders. 

 

Research Question 2: What Are the Effects of the Activist Shareholders’ Interest on These 

Companies’ Organizations? 

 In this part, the study uses the qualitative methodology described in Chapter 4. 

 
Nestlé 

 Management Response. Officially, Nestlé’s management never responded directly to 

Third Point LLC’s communication campaign. During this study’s research, a short interview 

of CEO Mark Schneider was completed on June 20, 2019, in Zurich, Switzerland. Two 

questions were raised: 

• How is the presence of the activist influencing the firm? 

• Why did Nestlé never formally react to Third Point LLC’s campaign? 

Schneider responded to each question as follows: 

• “Nestlé has a long-term shared value creation model. As seen in the presentation, the 

company delivers strong TSR performances for a long time already. The way Nestlé 

addresses its responsibilities to its stakeholders is a long-term process.” 
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• “You cannot compare a 2.5% shareholder which arrives suddenly with five-

generation shareholders. We are a long-term vision company by essence. We look for 

a consensus among all. We do not focus on it.” 

Although Schneider admits to not focusing on the activist, Nestlé delivered tangible actions 

in line with Third Point LLC’s demands, especially in P&L improvement and capital return. 

 P&L improvement. In its June 17, 2017, letter addressed to the Nestlé management 

and shareholders, Third Point LLC pointed out the lower margins of the company compared 

to peers and especially the lack of margin target (see Appendix A). Three months after the 

activist event at the investor seminar, Nestlé set growth and margin targets for the first time 

in its history (see Appendix Q). The growth objective was to reach a “mid-single-digit” 

organic growth by 2020, and the margin objective was an operating profit between 16.5% to 

18.5% by 2020. In 2020, Nestlé was considered to have achieved its target with 3.6% of 

growth and an operating profit of 17.5% (see Appendix R). 

 Capital return. In its letter, Third Point LLC also highlighted the low leverage of net 

debt to the EBITDA of Nestlé as an opportunity for a vigorous program of share buybacks. 

One month later, Nestlé announced its bigger share buyback program, with a total value of 

CHF 20 billion to be completed by the end of 2019. In October 2019, Nestlé announced 

another share buyback program of an additional CHF 20 billion to be completed by the end of 

2022 (see Appendix S). Between 2016 and 2020, the leverage of net debt to EBITDA moved 

from 0.9 to 1.7, as requested by Third Point LLC. Indeed, Modigliani and Miller (1958) 

demonstrated that the cost of capital for a firm is independent from its capital structure in a 

tax-free environment. As corporate interest expense is tax deductible, the cost of debt is 

reduced accordingly, which makes financial debt more attractive. As a consequence, 

Modigliani and Miller (1958) added to the asset value (Vu) the present value of tax savings 

generated by interest expense (VI = Vu + Debt * Tax rate). This means that the company 
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value increases in proportion to the amount of debt, until the debt is risk free. Between 2016 

and 2020, Nestlé’s net debt increased by 125% from CHF 13.9 billion to CHF 31.3 billion, 

and the tax ratio decreased from 35% to 24% for the same period. Consequently, between 

2016 and 2020, the net profit increased by 39% compared to the operating profit, which only 

increased by 11% (see Appendix T). The request to divest the L’Oréal stake did not receive 

the same consideration from Nestlé, as the company did not sell its position. 

 The absence of the official statement of Nestlé, along Schneider’s interview 

responses, compared to the post-event facts, illustrate the paradigm dilemma the firm has had 

to manage since the activist event. As per both stakeholder theory and shareholder theory, 

Nestlé’s management has been forced to deal with both approaches for the first time since the 

infant milk scandals. Indeed, the company had been facing intense pressure from NGOs and 

governments in the 1970s and 1980s due to unregulated practices of marketing infant 

formulas in developing countries, which led to severe sanitary problems for babies. Since 

then, the firm has been extremely cautious and proactive in considering its responsibilities to 

all stakeholders. The fact that Third Point LLC focused its campaign on financials and 

portfolio management pressured Nestlé’s management to balance the value more toward 

shareholders. The dilemma in dealing with both theories is illustrated by the gap between the 

stakeholder-centered communication of the company and its fast shareholder-focused 

response to the activist’s requests. 

 Organization. Between 2017 and 2020, the board of directors faced the replacement 

of six members. Andreas Koopmann (Swiss), Beat Hess (Swiss), Steven Hoch (Swiss), Naina 

Lal Kidwai (Indian), Jean-Pierre Roth (Swiss), and Ruth Oniango (Kenyan), all without 

backgrounds in Nestlé’s categories or in consumer categories, have left the firm. They have 

been replaced by Pablo Isla (Spanish), chair and CEO of Inditex; Kasper Rorsted (Danish), 

CEO of Adidas with 11 years in Henkel; Kimberly Ross (American), former CFO of Avon 
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Products; Dick Boer (Dutch), former president and CEO of Ahold Delhaize; Dinesh Paliwal 

(American/Indian), CEO of Harman International Industries; and Hanne Jimenez de Mora 

(Swiss), co-founder and chair of A-Connect AG. The board renewal brought four high-profile 

members with extensive experience in consumer categories (Isla, Rorsted, Ross, and Boer). 

As previously mentioned, the lack of consumer backgrounds on the board of directors was 

highlighted by Third Point LLC as an issue to solve, proposing its support with the golden 

leash, Jan Bennink. This change of profile is relevant, and it demonstrates the influence of the 

AS, as it is the first time since 2000 that four directors with solid experience in consumer 

categories joined Nestlé’s board. Furthermore, the importance of diversification of 

nationalities cannot be underestimated. Third Point LLC described Nestlé as an “insular” 

organization. Indeed, until 1987, two thirds of Nestlé’s capital was owned by Swiss national 

individuals or investment managers, which led to a structural Swiss-focused organization. 

Between 2017 and 2020, four Swiss directors left to welcome only one new one. The impact 

of Third Point LLC can also be reasonably considered regarding this aspect of the board 

renewal. Even if Nestlé never communicated these assignments as a response to the agency 

problem revealed by Third Point LLC, the relevance of the changes made compared to the 

directors’ profiles of the last 20 years demonstrates a reasonable causal effect. 

 Portfolio. As the literature reveals, activists’ potential success is linked to the 

multiple outcomes that they can achieve. Of these outcomes, restructuring or partial takeovers 

play a significant role in increasing stock returns and operation performance. Indeed, Third 

Point LLC publicly requested Nestlé’s management to divest branches and brands of their 

activities and acquire others. My findings, summarized in Figure 13, show no significant 

impact of Third Point LLC’s activist event in June 2017 regarding the number of acquisitions 

or disposals. Still, it offers a significant acceleration in terms of value. Between January 2010 

and May 2017, the average annual number of acquisitions was 6.1 and the average annual 
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number of disposals was 5.8. After the activist event, they were 6.3 and 5.7 respectively, 

which does not show a significant change. In terms of value, the average annual value of 

acquisitions increased from CHF 2.8 billion to CHF 4.2 billion, or 50%, after the activist 

event, and the average annual value of disposals increased from CHF 5.4 billion to CHF 7.3 

billion, or 35%. Third Point LLC mentioned divesting the unhealthy and mainstream-related 

brands and buying healthy and premium brands. The cited businesses—Herta (pre-cooked 

frankfurters sold throughout Europe), the U.S. ice cream business, the Galderma dermatology 

subsidiary, and the Buitoni brand (freshly made Italian pasta, sauces, and cheese) in the 

United States have been sold, and the peanut drink business in China is for sale. At the same 

time, Nestlé acquired premium healthy-focused companies like Simply Cook, Essentia 

Water, Aimmune Therapeutics, Starbucks retail products, Atrium Innovations, Vital Proteins, 

and the Bluebottle Coffee Company. This acceleration of portfolio change in terms of value 

and profile demonstrates the impact of Third Points LLC’s advice. 

 

 
Figure 13. Nestlé’s M&As. From Merger Market. 

 
Danone 

 Management Response. Danone’s management reacted very little to the first two 

activist events in 2012 and 2017. In December 2012, one month after the purchased stake of 

Trian Partners, Danone announced a European restructuring plan, cutting 900 management jobs 
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(Danone, 2012a). Even if this cost savings plan had been prepared before November 2012, the 

timing of the announcement and the scale of the plan appears to be a response to the activist. In 

February 2013, CEO Riboud declared: “Mr. Peltz has taken a 1 percent stake—fine. But we have 

a policy of never commenting on discussions with shareholders, and we won’t change the rule for 

Mr. Peltz” (Daneshkhu, 2013, para. 6). Since Peltz supported Riboud and sold Trian Partners’ 

shares by April 2013, no more communication was made from Danone regarding activism. In 

2017, Corvex Management considered its investment to be an opportunity without requesting 

governance changes or more aggressive targets. Consequently, Danone did not comment or act 

on a plan due to the activist event. Faber, Danone’s new CEO, noted having “zero discussion 

with Corvex” in August 2018 (Agnew, 2018, para. 12). These two low-intensity-activist 

campaigns did not provoke an ambitious response from Danone, as identify only a potential link 

to the small 2012 restructuring plan can be identified. In 2021, the more intense activism of 

Bluebell Capital Partners and Artisan Partners forced Danone to respond. By addressing the 

financial underperformance and agency issues to Directors Schnepp and Landel, both activists 

managed to get fast responses from Danone in terms of separation of the role of CEO and chair 

and Faber’s exit. Danone confirmed the “local plan” announced in November 2020 and did not 

set new financial performance and strategy targets (Protard, 2021). The antagonism between the 

stakeholder and shareholder theories shows the company’s conflict in its business culture. 

Danone is a pioneer firm in embracing the stakeholder theory, starting with Riboud’s 1972 

speech up through the declaration of being a “Entreprise à Mission” in May 2020 (Danone, 

2020). The high intensity of the 2021 activism forces management to publicly respond to 

shareholder theory, in contradiction to its stakeholder paradigm. Danone’s inability to 

communicate on further plans to satisfy the ASs illustrates the ambiguity of their stakeholder 

positioning in dealing with such intense activist events. The months that follow Faber’s exit will 

show how the company culture will manage the two theories. 
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 Organization. As previously discussed, Danone has been facing agency issues due to 

the composition of its board of directors since at least 2012 and that the activist events in 

2012 and 2017 did not affect the agency problems. The activist events in January and 

February 2021, by Bluebell Capital and Artisan Partners respectively, requested the following 

governance changes: 

• separation of the role of CEO and chair, 

• the exit of the CEO and chair Faber, and 

• improvement in the consumer expertise of those on the board of directors. 

Danone accepted the separation of the role of CEO and chair without negotiation (Danone, 

2021a). Regarding Faber’s exit, the pressure of both activists increased as the board initially 

confirmed its commitment to him, but they managed to get their desired outcome with a 

board vote on March 14, 2021 (Danone, 2021a). Despite the complaint of minority 

shareholders like Phitrust, which complained about the activists’ requests (Branche & De 

Guerre, 2021), Faber was replaced by Schnepp as chair of the firm (Danone, 2021b). 

Severino, a lead independent director of Danone and a director for Phitrust, was in charge of 

leading the recruitment of the new CEO (Girard, 2021). Severino’s previously mentioned 

interconnections with Danone’s interests and position on the board of Phitrust, which 

disagreed with the activists’ statements, shows that Danone’s agency problems are not 

solved. On May 16, the board named Antoine de Saint-Affrique as the new CEO of Danone; 

he had been a marketing director for Danone, led regional activities for Unilever, and was 

recently CEO of Barry Callebaut (Abboud, 2021b). In terms of consumer expertise, Schnepp 

cancelled the proposed nominations of Ariane Gorin and Susan Roberts to give priority to 

those with consumer profiles. Neither Gorin nor Roberts have the consumer expertise 

requested by the activists (Berthon, 2021). 
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 In conclusion, the 2021 activist events created short-term impacts on Danone’s 

governance by separating the CEO and chair functions, removing Faber as CEO, and 

focusing on consumer profiles for future board members. These achievements in only two 

months’ time are significant compared to the activist events of 2012 and 2017. However, the 

recruitment of CEO de Saint-Affrique led by Severino does not solve the structural agency 

issues of the company. Indeed, according to the press, de Saint-Affrique was on a short list 

with Nathalie Roos from L’Oréal (Boudet, 2021). Roos’s profile looks like a sparring partner 

for the selection to legitimize the choice of de Saint-Affrique. Roos never led a global food 

staple and consequently did not match the activists’ request. Neither Bluebell Capital nor 

Artisan Partners, nor the stock level of the company reacted positively to the choice of de 

Saint-Affrique. It shows that governance changes at Danone are complex and agency issues 

will take time to be solved. 

 Portfolio. Except for the acquisition of Whitewave in 2016, there does not appear to be 

any impact on the outcomes of acquisitions or disposals of businesses or brands of Danone 

from the activist events in 2012 and 2017 (see Figure 14). The study is too close to the 2021 

events to see any influence. The activist event in November 2012 did not provoke any 

acceleration in disposals in terms of value but shows a large impact on acquisitions in total 

value per year, moving from €0.34 billion to €2.7 billion. From a quantitative perspective, it is 

significant, but the acquisition of Whitewave was not a request from the activist and fit within 

Danone’s existing agenda of investing in healthy brands and categories. Moreover, the 

acquisition of Whitewave is the only significant acquisition in the last 20 years since the 

purchase of Numico for a value of €11.9 billion in 2007. For the 2017 activist event, there does 

not appear to be an impact on portfolio; as for acquisitions and disposals, the levels of the 

yearly quantity of transactions and value per year go to the same level or below that of 2012. In 

conclusion, the activist events at Danone did not create a portfolio change at that time. 
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Figure 14. Danone’s M&As. From Merger Market. 

 
Unilever 

 Management Response. The hostile takeover of Kraft Heinz lasted only three days—

February 17–19, 2017—as the board of directors refused the transaction because they 

claimed that the bid “fundamentally undervalues” the company, which “sees no merit, either 

financial or strategic, for Unilever’s shareholders” (Megaw, 2017, para. 4). Despite 

Unilever’s unwillingness to proceed with the intentions of Kraft Heinz, the company 

addressed more ambitious financial targets in the following months. CEO Paul Polman 

publicly recognized that the bid of Kraft Heinz could have been avoided by communicating 

targets better with less conservatism, especially at the November 2016 investor seminar 

(Barber & Daneshkhu, 2017). The CEO went further, acknowledging that the takeover event 

pushed the company to make decisions that they would not otherwise have done (Edgecliffe-

Johnson, 2018). Indeed, two months after the takeover bid, Unilever announced a new 

program called “Accelerating Sustainable Shareholder Value Creation,” which included a 

share buyback program of €5 billion, an increase of 12% in the dividend, additional savings 

of €2 billion, a target operating margin of 20%, and more dynamic portfolio management 

(Unilever, 2017). This detailed response is what the market recognizes as internal activism. 

This fast and sharp move of Unilever illustrated how the company was balancing stakeholder 

and shareholder theories. Polman described the bid attempt as “a clash between people who 

think about billions of people in the world and some people that think about a few 
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billionaires” (Edgecliffe-Johnson, 2018, para. 6). Like Danone, Unilever became a totem in 

ESG policies, especially during the mandate of Polman as CEO. This sudden conflict 

between satisfying stakeholders or shareholders created by the bid re-balanced the company’s 

communication and objectives to more aggressive financial targets and shareholder returns. 

According to Polman’s declaration, it is clear that this move to a shareholder focus is not in 

line with his personal purpose. This episode of internal activism might have led the CEO to 

make fast decisions for his career. 

 Organization. As previously discussed, Unilever’s board of directors during the Kraft 

Heinz activist event was balanced in terms of its composition, with no visible agency issues. 

Between 2017 and 2020, five members of the board of directors left, including the chair and 

the CEO. The chair was replaced by existing board member Nils Andersen, and the CEO was 

replaced by the president of Unilever’s Beauty and Personal Care Division, Alan Jope. Two 

new members were added, Andrea Jung and Susan Kilsby, both of whom have solid track 

records in consumer goods. The last position has not been replaced. 

 In 2017, the company had two headquarters, in London and Rotterdam. As a response 

to Kraft Heinz’s activism of and to defend the company from a new potential takeover, 

Polman decided to close the headquarters in London and move all headquarter activities to 

Rotterdam, where the Dutch laws for takeovers are stricter than in the United Kingdom 

(Daneshkhu, 2018). His March 2018 decision (Unilever, 2018) was heavily criticized by 

shareholders holding shares on the London stock exchange. The fact that many London-based 

shareholders disagreed with the decision is not connected to Polman’s exit, as his decision to 

leave his position by the end of 2018 had already been announced in November 2017 

(Gwynn, 2017; “Unilever and a growing UK shareholder revolt,” 2018) . In the case of the 

former chair, Marijn Dekkers, his mandate at Unilever was for three years, while his two 

predecessors did eight and nine years. The revolt of the shareholders against the headquarter 
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move was considered to be a trigger for the chair’s replacement by the analysts. In 

conclusion, in terms of governance, the main impact of Kraft Heinz’s activism was a merging 

of both headquarters to Rotterdam, which led the chair to step down. The appointments of 

Jung and Kilsby were also sign of strengthening corporate governance after the hostile bid, as 

they replaced members who did not have consumer backgrounds. 

 Portfolio. Looking at the quantitative impact of the activist event of Kraft Heinz on 

Unilever’s portfolio (see Figure 15), there is a significant increase in divestments, selling for 

more than €8 billion in three years after the event when Unilever sold only for €5.53 billion 

in the seven years prior. The average annual divestment increased from €0.90 billion to €2.7 

billion, which means an increase of 300%. This increase is mainly driven by the divestment 

of the margarine business in Autumn 2017 to KKR for a value of €7 billion. Qualitatively, 

there is also a shift in the portfolio, focusing on more added value categories. The divestment 

of the margarine business, followed by the acquisition of the OTC business of GSK and the 

acquisition of Carver Korea, shows a new trend in the firm’s portfolio management. 

Compared to the period before the activist event, the main acquisitions were related to the 

increasing ownership of Hindustan Unilever Limited in India, representing €20.7 billion of 

the €26.2 billion in total acquisitions. The rest of the acquisitions were on mainstream brands 

like Alberto Culver for a value of €2.7 billion. 

 In conclusion, the activism provoked by the bid of Kraft Heinz led Unilever to 

accelerate its portfolio shift, illustrated by the divestment of the margarine business to focus 

on higher added-value categories and brands like Carver Korea and the OTC brands of GSK. 
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Figure 15. Unilever’s M&As. From Merger Market. 

 
 

Research Question 3: How Do the Financials of These Target Companies Behave After an 

Activist Event? 

 Following the literature, this study focuses on these financial measurements to 

understand whether the activist events have improved or damaged the performances of the 

target firms: 

• abnormal stock returns during the 10 days, 20 days, 12 months, and 36 months 

after the activist event. The abnormal return is calculated as follows: 

Actual return – expected return 

The expected return follows the capital asset pricing model (CAPM), which is 

defined as follows: 

Expected return = risk-free rate + beta x (market return – risk-free rate) 

• return on assets: operating income/average total assets 

• Tobin’s Q: enterprise value/capital employed 

In this part, the study uses the quantitative methodology described in Chapter 4. 

 

Nestlé 
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 Abnormal Stock Returns. In the case of Nestlé, the activist event from Third Point 

LLC officially took place on June 25, 2017. At the end of May 2017, the Beta of the 

company was 0.6095. For the risk-free rate, we consider the one-year Swiss bond rate at a 

level of -0.63% just before the activist event. For the source of market return, the reference 

data is the Swiss market index, SMI. As observed in Figure 16, there is a positive abnormal 

return at 10 days and 20 days after the activist event by 2.56% and 2.05% respectively. 

During the one-year period, the abnormal return is negative by -4.52% and positive by 

23.23% during the three-year period. 

 These findings are in line with the literature, as there is a consensus of positive 

abnormal returns in the short term after the activist event. Similarly, the literature finds no 

evidence of positive effects on the abnormal return in the long term, which is the case for 

Nestlé—negatively affecting a one-year period and positively affecting a three-year period. 

 

 
Figure 16. Nestle abnormal returns from Eikon from Thomson Reuters 

 
 ROA. To look at the potential effect on the ROA, I performed a statistical analysis to 

evaluate the correlation between the activist event and the ROA performance. The opposite of 

stock return, the potential effects on ROA take more time as strategic decisions are required 

to influence the KPI. Consequently, to calibrate the time effect, the study weighs the power of 

influence of the AS from 0 to 1. The weighing of the AS’s power of influence can be 

challenged and discussed, but it avoids falling into a binary correlation that does not reflect 

the reality of the situation between Third Point LLC and Nestlé. So , the study considers the 

activist pressure ratio to be 0.1 in 2017, 0.5 in 2018, and 1 in 2019. The Pearson correlation 

in Figure 17 shows a value of 0.30, which demonstrates a positive correlation between the 
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activist event and the positive development of ROA. The value of 0.30 indicates a small or 

medium correlation, which mitigates the influence of the activist. Indeed, during the years 

prior to 2017, Nestlé’s ROA was higher than in 2017 and 2018. Even in 2014, the ROA had 

its highest ratio of the decade. However, after the 2017 activist event, the ROA is on a 

positive trend. Even though the causes of the trend are multifactorial, the correlation 

demonstrates the positive influence of Third Point LLC. As seen in the literature, ROA 

improvements after activist events are mainly due to reduced assets rather than additional 

profits (Clifford, 2008). In Nestlé’s case, there was a reduction of 5.1% of assets between 

2017 and 2020, but an increase in profit of 64%. The causality of ROA improvements is 

different from the literature, as the contribution to profit is significantly higher than the 

reduction in assets. Even if the correlation is relatively small, the ROA improvements after 

the activist event partially support the literature, especially the findings of Bebchuk (2013) 

and Bebchuk et al. (2015), versus those of Klein and Zur (2009), Allaire and Dauphin (2015), 

and deHaan et al. (2018), who found little or no evidence of a correlation between ROA 

improvements and activism. 

 

 
Figure 17. Nestle ROA, based on Nestlé’s annual reports 2010–2020. 

 
 Tobin’s Q. As per the ROA, I performed a statistical analysis to evaluate the 

correlation between the activist event and the Tobin’s Q performance. The weighing of the 

power of influence differs from that of the ROA, as the impact on the market capitalization of 

the target company is visible in the short term. Figure 18 shows a strong positive correlation 

between the activist event and the Tobin’s Q performance, with a Pearson correlation value 

of 0.86. In the literature, Allaire and Dauphin (2015) attributed the Tobin’s Q increases as 

being mainly due to the reduction in the capital employed. In Nestlé’s case, the capital 
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employed was reduced by 3.6% between 2017 and 2020, but the market capitalization was 

reduced by 14.6% in the same period. It is indeed partially different from the literature, as 

similar findings of neutral Tobin’s Q effects from activist events are found in the studies of 

Klein and Zur (2009) and Goodwin (2015). This study’s findings for Nestlé support the work 

of Bebchuk (2013) and Bebchuk et al. (2015), which correlated activism with Tobin’s Q 

improvements. The increase in the market capitalization was driven by the communication of 

Nestlé’s management to increase margin and growth as well as to improve capital 

reallocation with share buyback programs. As the firm has delivered its plan, the Tobin’s Q 

combines the increase in the market capitalization and the slight reduction in the capital 

employed, which leads to a significant increase in the KPI. 

 

 
Figure 18. Nestle Tobin Q, based on Nestlé’s annual reports 2010–2020. 

 
 In general, the financial performance connected to the activism of Third Point LLC 

are positive for the three observed KPIs. The literature highlighted that experienced and 

intense activism generates more shareholder value than controlled samples. In 2017, Lazard’s 

(2018) annual activism review ranked Third Point LLC as a top-three leading activist hedge 

fund . The combination of the credibility of Third Point LLC and its intensity in 

communication to Nestlé’s management, which delivered objective outcomes, led the activist 

event to success in financial KPIs. 

 

Danone 

 Abnormal Stock Returns. In Danone’s case, the study looks at the abnormal returns 

around each activist event in 2012, 2017, and 2021 (see Figure 19). Before Nelson Peltz’s 

activist event in November 2012, the beta of Danone was 0.8622. Before the Corvex 
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Management activist event in August 2017, the beta of Danone was 0.8921. Before the 

actions of Bluebell Capital Partners in January 2021 and Artisan Partners in February 2021, 

the beta of Danone was 0.6872 and 0.7049, respectively. 

 For the risk-free rate, I considered the one-year treasury rate of the French one-year 

bond, at a level of 0.03%, -0.54%, -0.61%, and -0.57%, respectively, before each activist 

event. For the source of market return, the reference data were the French market index, CAC 

40. For Trian Partners in November 2012, the 10-day abnormal return showed a positive 

development of 1.04% when all other periods showed negative ones. Acknowledging that 

Trian Partners stayed only six months as a shareholder, it can be deducted that this activist 

event did not affect the three-year abnormal return. According to the literature, Trian Partners 

was part of the top activist hedge funds in 2011 (Krishnan et al., 2015), which deliver, on 

average, a 2.31% higher abnormal return than a sample reference. Even if in this case, when 

not being compared with a reference sample, there is no tangible effect on the abnormal stock 

return from Trian Partners. Additionally, Boyson and Mooradian (2012) demonstrated that 

experienced hedge funds deliver higher returns. With its track record, Trian Partners can be 

considered an experienced hedge fund for activism. Again here, there is no evidence of a 

positive effect from the activist Trian Partners. 

 Regarding the activism of Corvex Management, the 10-day and 20-day abnormal 

returns showed positive effects of 2.07% and 3.14% respectively, which is in line with the 

literature. The abnormal returns are significantly negative from a long-term perspective, with 

-1.97% and -12.56% for the one-year and three-year abnormal returns respectively. Thanks to 

the literature, these performances can be connected to the outcomes obtained by the activist. 

Indeed, except on the day of the activist event, when Corvex Management saw the firm as 

undervalued (David et al., 2017), there were no active communication or requested concrete 

outcomes from the activist hedge fund. This study has demonstrated that positive abnormal 
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returns are linked to the outcomes the activists get from the target company in the literature 

review. As in this case, Corvex Management did not obtain concrete outcomes from its action 

because it did not disclose its intentions, so the negative abnormal returns on the long-term 

appear logical. The short-term positive effects are connected to the positive expected 

outcomes to come after the shares’ purchase statement of the activist. As noted earlier in the 

literature review, engagements “without outcomes generally do not generate significant 

shareholder value under any specification” (Becht et al., 2017, p. 2965). This is the case with 

Corvex Management’s event. 

 In the cases of Bluebell Capital Partners in January 2021 and Artisan Partners in 

February 2021, only at the short-term abnormal returns could be examined for this study. For 

both events, there were significant positive abnormal returns between 1.81% and 7.38%. The 

approach of these two last hedge funds—being more aggressive in their communications than 

Corvex Management and Trian Partners; being more precise in the expected outcomes, 

especially by requesting substantial governance changes, and being supported by the golden 

leash Jan Bennink in the case of Artisan Partners—more dynamically stimulated the short-

term stock return. As the literature says, multiple outcomes, combining governance changes, 

shareholder returns, and potential disposals are critical to the success of activism. This type of 

intense activism delivers significantly higher abnormal returns (Boyson & Mooradian, 2010). 

In the long term, abnormal returns will potentially deliver positive numbers if the activists 

obtain tangible outcomes from their actions. The fact that they succeeded in the removal of 

Faber as chair and CEO, only 25 days after the activist event of Artisan Partners, is an 

outcome that might support abnormal returns in the future. 
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Figure 19. Danone Abnormal returns, from Eikon from Thomson Reuters. 

 
 ROA. As with Nestle, I performed a statistical analysis to evaluate the correlation 

between the activist event and the ROA performance (see Figure 20). The activist pressure 

was weighted based on the intensity used by the activist and its potential time effect on the 

KPI. The activist pressure was valued with a factor between 0 and 1. Overall, there was no 

positive correlation between the activism in 2012 and 2017 on the ROA performance, as the 

correlation showed a negative value of -0.26. Between 2010 and 2020, the ROA moved from 

6.90% down to 4.06%, with ups and downs. Both activist events did not show a recovery of 

the levels of 2010 and 2011, and the statistical correlation highlights a negative influence as 

the ROA was lower with activism than without, prior to 2012. The ROA effects of the 2021 

activist events will be seen in 2022. As for the abnormal stock returns of 2012 and 2017, 

there was no positive outcome in the mid or long term on the ROA. 
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 These findings are partially in line with the literature, supporting the studies of Allaire 

and Dauphin (2015) and deHaan et al. (2018), who stated that there was no evidence that 

activism improves ROA performances, as opposed to Clifford (2008), Bebchuk (2013), and 

Bebchuk et al. (2015), who found improvements in the ROA of target companies in the three 

years after an activist event. Even Trian Partners, categorized as a top activist hedge fund in 

2011 and an experienced activist, did not create a positive trend in the ROA, contradicting the 

literature that supports the idea that these activist hedge funds are more likely to improve 

operating performance (Boyson & Mooradian, 2012). The fact that the 2012 and 2017 activist 

events were not intense supports Boyson and Mooradian’s (2010) findings that intense 

activism delivers significantly higher operating performance than any other type of activism. 

 

 
Figure 20. Danone ROA, based on Danone’s annual reports, 2010–2020. 

 
 Tobin’s Q. As with Nestlé, I performed a statistical analysis to evaluate the 

correlation between the activist event and the Tobin’s Q performance (see Figure 21). The 

weight of the power of influence differs from the ROA, as the impact on the market 

capitalization of the target company is visible in the short term. The impact of the activist’s 

pressure has been evaluated along with the combination of the intensity of activism and the 

length of the presence of the activist in the shareholder structure, to come to a gradual 

variable between 0 and 1. The results show no correlation between the activist events of 2012 

and 2017 and the Tobin’s Q performance, with a Pearson correlation value of 0.01. For the 

activist events of 2021, the first results will be seen in 2022. As per the ROA, these findings 

are partially supported by the literature. Allaire and Dauphin (2015) found no evidence of a 

correlation between activism and Tobin’s Q performance, which is the opposite of the 

findings of Bebchuk (2013) and Bebchuk et al. (2015). 
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Figure 21. Danone Tobin Q, based on Danone’s annual reports, 2010–2020. 

 
 Danone’s performance around the activist events of 2012 and 2017 did not reveal 

positive structural outcomes connected to the actions of Trian Partners or Corvex 

Management. Based on the literature, the main reason for the failure was the lack of intensity 

of these two events. Quite the opposite, the short-term positive effects of the 2021 activist 

events were the consequence of intense communication and an aggressive list of requests. 

 

Unilever 

 Abnormal Stock Returns. The Kraft Heinz activist event officially took place on 

February 17, 2017. At the end of January 2017, the beta of the company was 0.8227. For the 

risk-free rate, I considered the one-year rate of the Netherlands government at -0.45% just 

before the activist event. The reference data for market return was the stock exchange index of 

Amsterdam, the AEX index. While Unilever was also listed on London’s stock exchange in 

2017, this study focused on Amsterdam’s quotation, as it was delisted in London in November 

2020. There was a positive abnormal return at 10 days and 20 days after the activist event by 

11.86% and 14.39%, respectively (see Figure 22). The abnormal return was positive by 6.35% 

in a one-year period and by 16.80% in a three-year period. These findings are in line with the 

literature, as there is a consensus of positive abnormal returns in the short term. Even if there is 

no evidence in the literature for the long term, Unilever’s case supports the arguments of 

Bebchuk (2013) and Bebchuk et al. (2015), who highlighted long-term positive effects. 

 
Figure 22. Unilever abnormal returns, from Eikon from Thomson Reuters. 
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 ROA. As with Nestlé and Danone, I performed a statistical analysis to evaluate the 

correlation between the activist event and the ROA performance (see Figure 23). The activist 

pressure is weighted based on the intensity used by the activist and its potential time effect on 

the KPI. The activist pressure was valued with a factor between 0 and 1. Overall, there is a 

medium positive correlation between the activism in 2017 and the ROA performance, as the 

correlation showed a value of 0.33. The peak of ROA in 2018 with a ratio of 15.88%, as the 

study previously indicated, was the direct consequence of the 2017 divestment of the 

margarine business, which was itself a consequence of the internal activism previously 

described. The gain of the disposal— €4.33 billion—was part of the 2018 operating profits. 

The medium correlation was thus justified by the fact that the ROA, after the 2017 activism 

(except the peak in 2018), fell at similar levels to those before the activist event. These 

findings are in line with the literature, supporting the studies of Allaire and Dauphin (2015) 

and deHaan et al. (2018), which found no evidence that activism improves ROA 

performance, as seen in 2019 and 2020. At the same time, the 2018 peak supports Clifford 

(2008), Bebchuk (2013), and Bebchuk et al. (2015), who found improvements in the ROA of 

target companies. 3G Capital and Berkshire Hathaway are not hedge funds, but they can be 

considered intensive and experienced investors. The results of ROA and the categorization of 

the investors of Kraft Heinz partially support the studies of Boyson and Mooradian (2010, 

2012). Indeed, for the ROA peak in 2018, the reputation of the investors can be interpreted as 

a catalyst for the performance. But it was not visible from 2019 onward. As the hostile 

takeover lasted only for three days, the effect of the Kraft Heinz activism on Unilever was 

making it a non-target company. Zhu (2013), Fos (2017) and Ganchev et al. (2018) 

demonstrated that firms subject to potential activism behave similarly to how to they would if 

they were actually targeted. Unilever falls into this category of companies, as they were 

officially recognized as performing internal activism after the event. The literature shows that 
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non-target companies proactively accelerate cost and asset reductions. Unilever’s case 

supports the literature by having reduced their marketing and sales spending by 380 bps 

between 2016 and 2020 and the R&D spending by 69 bps in the same period (see 

Appendix U). But it contradicts the literature regarding the reduction of assets, as the value 

increased by 19.7% between 2016 and 2020 (see Appendix V). 

 

 

Figure 23. Unilever ROA, based on Unilever’s annual reports and accounts, 2010–2020. 

 
 Tobin’s Q. I performed a statistical analysis to evaluate the correlation between the 

activist event and Tobin’s Q performance (see Figure 24). The weighing of the power of 

influence does not differ from the ROA, as the intensity of the hostile takeover attempt created 

visible impacts on short-term portfolio management and communication. The observed Pearson 

correlation of 0.24 showed a light positive influence of activism on the Tobin’s Q performance. 

This was mainly driven by the increase of the market capitalization post-takeover attempt in 

2017 and the disposal of the margarine business announced in 2017, as the capital employed 

was not reduced between 2016 and 2020 (see Appendix W). After 2017, the Tobin’s Q was 

back to previous levels. The findings are in line with the literature, which did not find evidence 

of Tobin’s Q improvements in the mid or long term after an activist event (Allaire & Dauphin, 

2015; Goodwin, 2015; Klein & Zur, 2009), as opposed to Bebchuk (2013) and Bebchuk et al. 

(2015). As per the ROA, looking at Unilever as a non-target company shows findings 

contradictory to the literature, such as the capital employed not being reduced, which differs 

from the findings of Zhu (2013), Fos (2017), and Ganchev et al. (2018). 

 

 
Figure 24. Unilever Tobin Q, based on Unilever’s annual reports and accounts, 2010–2020. 
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 Finally, Unilever’s case allows for a study of the effects on both a target and non-target 

company. The abnormal return demonstrated positive outcomes in the short and long term, 

driven by the impact on the firm’s communication and business resilience over the period. The 

expected outcomes as a target or non-target company in terms of ROA or Tobin’s Q were not 

delivered, except for the effects of the disposal of the margarine business. This supports the 

conclusions of Klein and Zur (2009), Goodwin (2015), and Allaire and Dauphin (2015). 

 

Research Question 4: What Are the Mid-and Long-Term Consequence Scenarios for 

These Companies? 

 In this part, the study uses the qualitative methodology described in Chapter 4. 

 

Nestlé 

 As discussed in the previous chapter, Nestlé has been delivering strong TSR 

performances, increasing portfolio adjustments in value, and undergoing significant 

governance changes since the activist event in 2017. After all these post-activism effects, the 

company is currently not a target for further activism. The COVID-19 pandemic also 

demonstrated the high resilience of Nestlé, with its broad portfolio of brands and categories. 

While they do not all fit into the health and wellness approach, as Third Point LLC requested, 

the traditional food categories delivered strong, resilient performances in 2020. 

Consequently, Schneider declared in April 2021 that big divestments were behind them and 

that M&A activities will focus on small to mid-sized deals. The only attractive opportunity 

left for an activist is the 23% stake in L’Oréal, representing a value of around CHF 50 billion, 

for potential additional share buybacks, dividend increases, and new acquisitions. As the debt 

leverage has almost reached a ratio of 2, and the agenda for big divestments is closed, the 

possibility that Nestlé will sell its L’Oréal stake to maintain the high TSR performances is 
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increasing. Looking at the expected free-cash flow growth in Figure 25, there is a consistent 

negative expected free-cash flow growth except in 2017. This means that investors value 

current performances of Nestlé without paying for an increase in free-cash flow. Furthermore, 

the Tobin’s Q and the after-tax ROCE/WACC are very close between 2010 and 2018 which 

confirms that investors do not expect significant improvements. The gap between Tobin’s Q 

and the after-tax ROCE/WACC for the last two years was artificially biased by the negative 

interests present in the WACC. In 2017, the positive impact of the activist event is evident, as 

it is the only year within the last decade with a positive g and a positive gap in favor of 

Tobin’s Q versus after-tax ROCE/WACC. But the expectations of free-cash flow growth 

came back to previous levels, which means that investors do not yet value the possibility of 

Nestlé selling its L’Oréal stake. 

 

 
Figure 25. Nestlé’s expected FCF growth, based on Nestlé’s annual reports, 2010–2020 (see Appendix X). 
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 To summarize, thanks to the positive outcomes after the activist event in 2017, the 

likelihood of Nestlé facing new intense activism is currently low. Investors are positively 

valuing the current performances of Nestlé, but do not integrate positive future outcomes. To 

stay on this path, the company does not have many options left except to consider its position 

in L’Oréal. If Nestlé does not officially move on its strategic stake at the French cosmetic 

company in the coming months, it might wake up activist shareholders again. 

 

Danone 

 This study has demonstrated Danone’s ongoing financial low performances and 

agency issues for the last decade. The two activist events in 2012 and 2017 did not change the 

negative trends. Indeed, looking at the expected free-cash-flow growth for Danone, there are 

constant negative expectations, despite the first two activist events, except in 2017 (see 

Figure 26). The Corvex Management event could have affected the temporarily low positive 

value of g, but it went to negative values from 2018 onward. Moreover, the Tobin’s Q is 

consistently and significantly lower than the after-tax ROCE/WACC for the last decade (see 

Appendix Y). It shows that investors do not value current performances and do not expect 

positive trends to deliver free-cash-flow growth for the last decade and creates a significant 

negative credibility gap of the management toward investors. 
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Figure 26. Danone’s expected FCF growth, based on Danone’s annual reports, 2010–2020 (see Appendix Y). 

 
 The high intensity of the 2021 activist events might have created positive momentum, 

but the necessary information for the study will be not be available until 2022. However, the 

literature demonstrated that one of the main causal factors of activism is agency issues. 

Despite Faber’s exit in March 2021, and the choice of de Saint-Affrique as the new CEO, the 

agency issues of Danone have not been solved. The fact that Severino was in charge of 

recruiting the future CEO is the best example of the continuing agency problems. Indeed, 

despite his lead independent director role, he has had multiple private interconnections to 

Danone for many years and is a director at Phitrust. This Danone shareholder formally 

disagreed with the activist’s plans. As per the findings, the current board of directors of 

Danone is not composed to avoid serious agency problems, and the time needed to replace 

the elected members is long. In the case of Nestlé or Unilever, we have seen fast 

improvements in financials and governance in a period of three years after an intense activist 

event. For Danone, because board members who are responsible for the agency issues are in 
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charge of the future of the company, there have been no positive signs of improvement. 

Schnepp, the new chair, even declared that the company should continue the strategy defined 

by the former chair and CEO. The nomination of de Saint-Affrique is not guaranteed success. 

On the contrary, it looks like continuity for the current governance. In the 2020 annual report 

issued on April 16, 2021, Danone even recognizes some of the business relations between the 

company and Directors Severino and Gaymard without claiming any conflict of interests (see 

Appendix Z). Severino has been on the board since 2011 and Gaymard has been on the board 

since 2015. Why is Danone only now communicating about these relationships? 

 This confirms that the likelihood of seeing significant changes in governance is very 

low, which means that the main driver for ASs to create a positive outcome is to sell a part of 

the entire company or to merge the company with a competitor. In the end, with the current 

approach of the existing board of directors, the probability of Danone being confronted by a 

hostile takeover, driven by activists, increases every day. 

 

Unilever 

 The internal activism of Unilever led the company to strengthen its defenses against a 

potential takeover by merging the headquarters to Rotterdam and to take shareholder-friendly 

measures such as share buyback programs, divestments, dividend increases, and target 

margins. Combined with a resilient business in 2020 with COVID-19, these measures have 

created a three-year TSR of 20% by the end of 2020 (see Figure 7a). It is above the low 

performers like Danone or Kraft Heinz but below high performers like Nestlé, Mondelez, or 

PepsiCo. With a leverage ratio already above 2, the available space for increasing the debt for 

additional buybacks is limited. The operating margin of Unilever is above the average of its 

competitors—below only Reckitt Benckiser (see Figure 17). Activists could use the gap 

toward Reckitt Benckiser to improve the firm’s performances further, but as seen in the 
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literature, activist requests focusing only on shareholder returns have a low probability of 

success. Looking at the free-cash-flow expected growth for the last decade (see Figure 28), 

there was a positive g until 2015, a negative in 2016, but a positive peak in 2017, to come 

back to negative from 2018 onward. The Tobin’s Q was consistently above the after-tax 

ROCE/WACC, which means that investors positively valued Unilever’s delivered 

performance as well as the future ones until 2017, with a negative gap in 2016, which 

attracted the attack from Kraft Heinz. From 2018, there is a structural negative expectation of 

free-cash-flow growth despite the internal activism done by the company. The negative 

interests and reduction of ROCE increased the gap between the Tobin’s Q and the after-tax 

ROCE/WACC, which could potentially be a source of activism interest. In reality, it is the 

same phenomenon as in Nestlé: investors value current performances but not future ones. As 

per the findings, the company’s governance has improved from its low agency risks of 2017, 

which means that in total, the attractivity of Unilever for activism is low. The only leftover 

areas where activists could potentially act is for M&A to force the company to move the 

portfolio to more added-value categories or to merge with a competitor. Indeed, the available 

€15.2 billion in cash reserves makes the company attractive as an active protagonist in 

consolidation of the industry. In conclusion, the fundamentals for considering Unilever as a 

typical future target for activism are not strong, but they do show an opportunity for M&A 

activism. The fact that the French press also identified Unilever as a potential bidder for 

Danone supports this possibility. 

Unilever – Danone – Nestlé – Unilever – L’Oréal – Henkel – Beiersdorf 

 
Figure 27. EBIT Margin benchmark, from Thomson Reuters Eikon. 
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Figure 28. Unilever’s expected FCF growth, based on Unilever’s annual reports and accounts 2010–2020 (see 
Appendix AA). 
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Chapter 6: Conclusions, Implications, Limitations, and Future Research 

 
Conclusion 

 The phenomenon of activist shareholders has been increasing its influence over the 

past years in Europe, especially in the food industry. The reasons for the increasing influence 

are multifactorial, from the increase of institutional ownerships and proxy advisors to 

changes in the SEC rules. This has opened the door for small investment firms like hedge 

funds, mainly located in the United States, to do activism. This study has demonstrated that 

the selected companies—Nestlé, Danone, and Unilever—had a majority of the characteristics 

that defined them as typical target companies. Nestlé, with its low TSR and ROA 

performance compared to peers and unbalanced composition of the board of directors fit a 

target company’s profile. With continuous underperforming TSR, ROA, and Tobin’s Q ratios 

for the last decade and serious agency issues, Danone is the most typical example of a target 

firm for activists. Despite not having agency issues, Unilever had a lower TSR than its peers 

and declining ROA and Tobin’s Q since 2015. These findings support the literature on the 

characteristics of potential target companies. Regarding the post-activism effects, the study 

highlighted different findings for each selected company. Generally, as per the literature, 

Nestlé and Unilever have been delivering positive abnormal returns since the activist events, 

but Danone did not after the first two activist events. From a short-term perspective, Danone 

is facing positive abnormal returns as a consequence of the events of 2021. The common 

denominators for the positive abnormal returns are the combination of the high intensity of 

activism and the reputation of the activist’s shareholders. In 2012, Trian Partners did not 

practice intense activism with Danone, and in 2017, Corvex Management did not have the 

reputation, background, or the intensity to create any positive outcomes. In the case of Nestlé 

and Unilever, and with Danone for the 2021 events, the activism was with high intensity, 

multidimensional, and by highly experienced investing firms. In the case of Third Point LLC 
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and Artisan Partners, the “golden leash” Jan Bennink contributed to increasing the credibility 

of the activist hedge funds. This correlation between intensity, multidimensional requests, 

experience, and positive outcomes also supports the literature that looks at these connections. 

Indeed, it seems essential to integrate qualitative data when researching the AS phenomenon. 

The pure quantitative studies tend to demonstrate on absolute terms, with a considerable 

quantity of samples, only if the phenomenon is favorable or not for the company. Obviously, 

some studies have demonstrated the positive effects and others the adverse effects. In this 

case, with a restricted sample and a combination of qualitative and quantitative approaches, 

this study demonstrates the causalities of success or failure. 

 To contribute to the open debate between opponents and proponents about the virtue 

of activism, this study’s literature review reveals that there is no consensus among 

researchers about whether it creates value in the mid and long term or not. In the case of the 

selected companies, this study demonstrates the positive financial effects in the case of Nestlé 

and Unilever and the absence of positive outcomes until 2021 for Danone. An additional 

positive input observed in this study was the consequences of activism for the boards of 

directors. Nestlé has definitely improved its expertise and independence of its board 

members, as has Unilever. Regarding Danone, the positive aspects of the activist events of 

2021 are the findings that the composition of the board of directors was not considered 

capable of improving the company’s performance by the activists. This study agrees with this 

last statement, and it even goes further, as the findings clearly show a board organization that 

can be considered totally inappropriate. Looking forward, this study provides keys of 

understanding about what the selected companies can expect from short- and mid-term 

perspectives. With its positive post-activism outcomes, Nestlé should not be considered a 

potential target for additional activism, even though to stay on its path, the firm can still 

utilize its L’Oréal stake. Unilever is sitting between Nestlé and Danone. Its post-activism 
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financial performance is positive but not best in class, and its governance is resilient. The 

company is not totally protected against a new activist campaign, mainly due to its high 

availability of cash, which could be attractive to force a merger or an acquisition. Regarding 

Danone, the picture is less optimistic. Indeed, the activist events of Bluebell Capital and 

Artisan Partners have created positive outcomes in the short term. Still, the agency issues 

found in the board of directors illustrate a problematic structural situation, and several years 

of actions will be needed to solve the problem. Further positive outcomes for Danone will 

depend on the patience the activists have to try to reorganize its governance. If it takes too 

much time, the only leftover solutions for activists are the dismantling or acquisition of the 

company by a competitor. 

 

Implications 

 This study contributes to the literature by qualifying the phenomenon of ASs 

according to each activist event. As observed in the literature and in the analysis of the 

selected companies, there is no absolute truth about whether activism is positive or negative 

for target companies. Each activist event is unique. The potential success depends on many 

factors, such as the intensity and the multidimensionality of the campaign, the experience and 

credibility of the AS, and the quality of governance of the target company. Following the 

factors observed in this study and their consequences for an activist event, managers in the 

food industry can transfer the outcomes to understand and predict the dynamics of activism to 

their reality. The transferability is also relevant due to the leadership roles the selected 

companies play in the food industry. Even though generalization requires a lot of caution, it 

seems that what was observed in the food industry may be relevant for other businesses at least in 

two areas: 
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1) When information on board members is not reliable and looks incomplete, it suggests 

potential mismanagement which might attract investors who could find upside 

potential by simply improving board and top management decision processes; 

2) Some financial metrics, such as declining credibility (Tobin’s Q) or negative implicit 

growth of FCF, might be, across industries, early warning signals of attractiveness for 

activist shareholders. 

Of course, as we demonstrated in this research, these questions must be confronted with the 

specific business contexts. 

 

Limitations and Future Research 

The first limitation of the study is the choice of focusing on a small sample of companies, despite 

their benchmark role for the industry. The second limitation is the limited observation time for the 

2021 activist events on Danone. Indeed, this study was completed only a few weeks after these 

two events. Consequently, future research can focus on the mid- and long-term effects of the 

Danone campaigns and the integration of different companies like Pernod Ricard and Campbell’s 

Soup as target companies and on all other competitors as non-target companies. 
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