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		Abstract

		Recently, the mainstream media have paid considerable attention to hedge funds behaving as agents of corporate change.  We study this phenomenon using a unique dataset of hedge fund activism for the period 1994-2005, and find evidence that hedge fund activists improve both short-term stock performance and long-term operating performance of their targets.  The most dramatic changes in performance accrue to targets where activists seek corporate governance changes and reductions in excess cash.  Additionally, hedge funds themselves benefit from activism: the risk-adjusted annual performance of hedge funds seeking changes in corporate governance is about 7-11% higher than for non-activist hedge funds and hedge funds pursuing less aggressive activism.  These results imply that hedge funds can facilitate long-lasting changes in corporate governance, cash flows, and operating performance that benefit target firm shareholders and hedge fund investors alike. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: hedge funds, activism, shareholder, corporate governance

	
	

	
    

    
	

	
	
		JEL Classification: G23, G32, G34

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Boyson,  Nicole M. and Mooradian,  Robert M., Corporate Governance and Hedge Fund Activism (June 1, 2010). Review of Derivatives Research, Vol. 14, No. 2, 2011,  Available at SSRN: https://ssrn.com/abstract=992739
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Nicole M. Boyson (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Northeastern University - Dâ€™Amore-McKim School of Business]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Northeastern University - Dâ€™Amore-McKim School of Business  ( email )

			

			
			
				
				
				
					360 Huntington Ave.
Boston, MA  02115
617-373-4775 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Robert M. Mooradian

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Northeastern University, Dâ€™Amore-McKim School of Business, Finance Area ]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Northeastern University, Dâ€™Amore-McKim School of Business, Finance Area   ( email )

			

			
			
				
				
				
					Boston, MA  02115
United States
617-373-5955 (Phone)
617-373-8798 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    2,490

			

		
		
		
			Abstract Views

			   11,734

		

		
		 
		
			Rank

			   10,569

		

		
	


	
		
            
            	       22 Citations
		

	

	
		
			
				       39 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Northeastern University D'Amore-McKim School of Business Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Northeastern University D'Amore-McKim School of Business Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           26,852

                                    

                                    
                                        PAPERS

                                              415

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Olubunmi Faleye at Northeastern University - D'Amore-McKim School of Business

                                    

                                
                            

                        

                    

                
	
                    American Finance Association Meetings (AFA)

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                American Finance Association Meetings (AFA)

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                           10,238

                                    

                                    
                                        PAPERS

                                            1,056

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    Corporate Finance: Governance, Corporate Control & Organization eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Finance: Governance, Corporate Control & Organization eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,252

                                    

                                    
                                        PAPERS

                                           34,097

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    Mutual Funds, Hedge Funds & Investment Industry eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Mutual Funds, Hedge Funds & Investment Industry eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,979

                                    

                                    
                                        PAPERS

                                           17,669

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,900

                                    

                                

                                
                            

                        

                    

                
	
                    Corporate Governance & Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Governance & Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,470

                                    

                                    
                                        PAPERS

                                           15,735

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Lucian A. Bebchuk at Harvard Law School

                                    

                                
                            

                        

                    

                
	
                    Corporate Governance: Acquisitions, Mergers, Contests for Control, & Activism eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Governance: Acquisitions, Mergers, Contests for Control, & Activism eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,017

                                    

                                    
                                        PAPERS

                                            2,631

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Lucian A. Bebchuk at Harvard Law School

                                    

                                
                            

                        

                    

                
	
                    Strategy & Microeconomic Policy eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Strategy & Microeconomic Policy eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              236

                                    

                                    
                                        PAPERS

                                            1,147

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Corporate Governance and Shareholder Initiatives: Empirical Evidence

                        
                            By
                                
                                
                                    
                                    Jonathan M. Karpoff, 
                                    
                                
                                    
                                    Paul H. Malatesta, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Shareholder Passivity Reexamined

                        
                            By
                                
                                
                                    
                                    Bernard S. Black
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Impact of Shareholder Activism on Target Companies: A Survey of Empirical Findings

                        
                            By
                                
                                
                                    
                                    Jonathan M. Karpoff
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Shareholder Activism and Corporate Governance in the United States

                            
                                By
                                    
                                    
                                        
                                        Bernard S. Black
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Motivation and Impact of Pension Fund Activism

                            
                                By
                                    
                                    
                                        
                                        Diane Del Guercio
                                         and 
                                    
                                        
                                        Jennifer Hawkins
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Monitoring: Which Institutions Matter?

                            
                                By
                                    
                                    
                                        
                                        Kai Li, 
                                        
                                    
                                        
                                        Jarrad Harford, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Hedge Fund Activism, Corporate Governance, and Firm Performance

                            
                                By
                                    
                                    
                                        
                                        Alon Brav, 
                                        
                                    
                                        
                                        Wei Jiang, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Coordinated Institutional Activism Work? An Analysis of the Activities of the Council of Institutional Investors

                            
                                By
                                    
                                    
                                        
                                        Tim C. Opler
                                         and 
                                    
                                        
                                        Jonathan S. Sokobin
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Evolution of Shareholder Activism in the United States

                            
                                By
                                    
                                    
                                        
                                        Stuart Gillan
                                         and 
                                    
                                        
                                        Laura T. Starks
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Case for Increasing Shareholder Power

                            
                                By
                                    
                                    
                                        
                                        Lucian A. Bebchuk
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.115 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

