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A practical guide to navigating disputes, protecting 

value, and keeping transactions on track.  
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Executive Summary 

“Many conflicts arise not because parties disagree, but because the rules 

for decision making are unclear” 

 

hen shareholders disagree on 

valuation, deal structure, timing, 

strategy, or even whether to 

pursue a sale at all, the result can be stalled 

processes, reduced buyer confidence, 

impaired valuations, or complete deal 

failure. In severe cases, disputes escalate 

into legal action that destroys value long 

before a buyer enters the room. 

 

In founder-led businesses, these disputes 

are especially acute. Ownership is often 

spread across family members, long 

serving managers, early investors, or 

passive shareholders with sharply different 

interests and time horizons. Some are 

driven by liquidity, others by long-term 

commitment. Some prioritise valuation, 

others prefer certainty or the preservation 

of legacy. Some want control, others want 

an exit. Once a transaction begins, these 

differences surface quickly and, if left 

unmanaged, can destabilise both the 

process and the company itself. 

 

This report examines why shareholder 

disputes arise during M&A transactions, 

how they escalate, and the mechanisms 

available to prevent and resolve them. It 

provides a framework for diagnosing 

conflict, maintaining alignment, and 

protecting value when the stakes are 

highest. While each transaction is unique, 

the patterns of conflict are consistent, and 

so are the tools that keep processes on 

track. 

 

We begin by examining the nature of 

shareholder disputes in closely held 

businesses. Misaligned expectations, 

inconsistent information, weak governance, 

emotional dynamics, and divergent risk 

appetites are common triggers. In family 

businesses, conflict may stem from 

generational differences, sibling dynamics, 

or competing views on stewardship and 

liquidity. In private equity backed 

companies, tension often arises between 

founders and institutional shareholders 

over growth strategy, valuation 

expectations, and exit timing. These 

disputes do not emerge because 

shareholders are irrational. They arise 

because M&A processes compress time, 

increase pressure, and force decisions that 

parties have deferred for years. 

 

We then consider the most frequent 

categories of dispute. These include 

disagreements on valuation, objections to 

deal terms, conflict over management 

roles, disputes relating to earn outs, 

litigation threats from minority 

shareholders, and deadlock between equal 

partners. Each category has its own root 

causes and its own solutions. The report 

outlines practical approaches, including 

early alignment sessions, improved 

governance, independent expert 

determinations, mediation structures, and 

formal negotiation processes. 

 

Governance sits at the centre of effective 

dispute management. Many conflicts arise 

not because parties disagree, but because 

the rules for decision making are unclear. 

Weak shareholder agreements, ambiguous 

voting rights, poorly drafted drag and tag 

clauses, and uncertain reserved matters can 

turn normal disagreements into crises. 

Strengthening governance before a 

transaction begins is one of the most 

effective ways to prevent escalation. 
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The Nature of Shareholder Disputes in 

M&A 

“Differences in risk tolerance, time horizon, liquidity preferences, strategic 

priorities, emotional attachment, valuation expectations, or views on 

stewardship can sit quietly beneath the surface. An M&A process 

challenges every one of these”

hareholder disputes rarely arise 

without warning. In most cases the 

seeds of conflict have been present 

for years, sometimes decades, but remain 

dormant until an event forces them into 

view. M&A creates pressure, and pressure 

exposes fault lines. Understanding why 

disputes emerge and how they evolve is 

the first step towards preventing them or 

resolving them before they become 

destructive. 

 

Shareholders often coexist with little visible 

conflict because day to day operations do 

not test their alignment. Differences in risk 

tolerance, time horizon, liquidity 

preferences, strategic priorities, emotional 

attachment, valuation expectations, or 

views on stewardship can sit quietly 

beneath the surface. An M&A process 

challenges every one of these. It demands 

clear answers to questions that are often 

uncomfortable. Do we want to sell, and at 

what price. On what terms. What if some 

shareholders want to exit while others do 

not. Who leads the negotiation. How much 

risk is acceptable on structure or earn outs. 

What does the deal mean for employees 

and for management. What happens next. 

When shareholders answer these questions 

differently, conflict surfaces quickly and 

often very publicly. 

 

Although financial considerations create 

obvious tension, the deeper drivers of 

conflict are psychological. Shareholders 

carry their personal history into the 

process. For founders, the business may be 

inseparable from identity, purpose, and 

legacy. For early employees it represents 

loyalty and years of commitment. For 

passive investors it is an asset. For 

institutional shareholders it is part of a 

portfolio. Families bring generational 

expectations, while private equity investors 

bring formal exit horizons. These factors 

shape behaviour in ways that are profound.  

Structural weaknesses in privately held 

companies amplify these tensions. Unlike 

large corporates, founder-led businesses 

often lack clear governance, detailed 

shareholder agreements, defined decision 

rights, formal valuation procedures, or 

structured channels for communication. 

Without these foundations shareholders 

revert to influence, emotion, or personal 

leverage, none of which produce 

predictable outcomes. Ambiguity around 

who decides whether to sell, who 

negotiates with buyers, or who determines 

whether diligence risks are acceptable 

turns a transaction into a struggle for 

authority. The absence of exit frameworks 

ensures that disagreements become 

personal. Information asymmetry, where 

founders or executives know far more than 

minority or passive shareholders, breeds 

mistrust that escalates rapidly during an 

M&A process. 

 

Different shareholder groups also bring 

their own sources of conflict. Founders 

often prioritise control, culture, 

stewardship, and continuity. Management 

shareholders look to their future position 

and opportunity. Minority shareholders 

focus on fairness, inclusion, and protection. 

Passive shareholders are usually driven by 

liquidity. Family shareholders introduce 

emotional dynamics that can overwhelm 

economic logic. Private equity investors 

bring formal governance requirements and 

clear expectations around timing. Each 

group views the business through a 

different lens and operates on a different 

timeframe, which creates tension when 

S 
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decisions must be unanimous or near 

unanimous. 

 

These tensions manifest in predictable 

ways. Shareholders may stall the process by 

refusing to sign or consent. Competing 

narratives may be presented to the board, 

management, buyers, or advisors, which 

erodes buyer confidence. Some 

shareholders attempt to negotiate directly 

with buyers. Others threaten legal action 

on grounds of unfair prejudice or breach of 

duty. Management may withdraw 

cooperation, slow the work of diligence, or 

distance themselves from the process. 

Disaffected shareholders sometimes leak 

information and destabilise the company. 

Emotional confrontations in boardrooms or 

family meetings are common.  

 

Conflict escalates rapidly in M&A because 

the process compresses timeframes, 

introduces new information at speed, and 

forces high-stakes decisions. Shareholders 

often feel rushed, overwhelmed, or 

exposed. Valuation disagreements create 

friction, as each party forms a different view 

of worth. Fear of regret makes 

shareholders cautious and defensive. 

Buyers push for certainty and resent 

internal dissent. Different shareholders face 

different levels of personal financial 

exposure, which alters their appetite for 

risk. Legal documents may be ambiguous 

or incomplete, promoting disputes rather 

than resolving them. 

 

Founder-led companies experience these 

problems most intensely because they rely 

heavily on relationships rather than formal 

structure. Documentation may be 

incomplete or outdated. Ownership 

concentrations give each shareholder 

significant leverage, and family or personal 

ties blur the boundary between business 

and emotion.  

 

Despite all this, shareholder conflict is 

predictable and preventable. Companies 

that navigate M&A effectively are those that 

anticipate misalignment, surface issues 

early, strengthen governance, 

communicate openly, maintain discipline 

throughout the process, and use 

independent advisors or expert 

determinations when appropriate. 

Understanding why disputes occur is the 

essential first step in resolving them and in 

preventing avoidable conflict from 

destroying value. 
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Common Types of Shareholder Disputes 

in M&A Transactions 

“Shareholders arrive at a process with different expectations, time horizons, 

financial needs, risk appetites, and levels of emotional attachment to the 

business”

hareholder disputes that threaten 

M&A transactions do not arise in 

isolation. They follow clear and 

recognisable patterns that repeat across 

sectors, geographies, deal sizes, and 

ownership structures. Although every 

company has its own history and culture, 

the conflicts that derail deals tend to fall 

into a relatively small number of categories, 

each with its own causes, behavioural 

dynamics, and implications for negotiation, 

valuation, and process certainty. 

Understanding these patterns is essential 

for anticipating risk early, strengthening 

governance, and deploying targeted 

resolution strategies before disagreements 

undermine the transaction. 

 

Valuation disputes are the most common 

conflict of all. Shareholders arrive at a 

process with different expectations, time 

horizons, financial needs, risk appetites, 

and levels of emotional attachment to the 

business. Some expect a higher value 

based on long term potential, while others 

prefer a certain exit now. Some anchor to 

past valuations or outlier market 

comparables. Others fear missing a 

window. These disagreements often take 

familiar forms. One shareholder believes 

the offer is too low. Another insists the 

company should wait for a better market. 

Founders may feel the sale is premature. 

Passive or minority investors may demand 

liquidity irrespective of timing.  

 

Shareholders frequently dispute how value 

should be calculated, whether by multiples, 

precedent transactions, strategic value, or 

discounted cash flow. Earn outs in 

particular create disagreement over 

targets, timing, and risk allocation. 

Valuation disputes become destructive 

when driven by emotion rather than 

analysis. They become manageable when 

all parties agree early on the valuation 

framework and the process by which value 

will be assessed. 

 

Even when valuation is agreed, deal 

structure introduces its own conflicts. The 

way value is delivered matters as much as 

the headline price. Some shareholders 

prefer cash certainty, others accept 

deferred consideration or earn outs in 

pursuit of higher potential returns. Equity 

rollovers divide opinion between those 

who want to remain invested and those 

who seek a clean exit. The structure of the 

deal determines who carries risk, who 

benefits from future performance, and how 

much confidence shareholders have in the 

buyer. 

 

Minority shareholders introduce a separate 

layer of complexity. They frequently worry 

about exclusion or decisions being made 

behind closed doors. They may demand 

independent valuations, refuse to consent 

or raise concerns about information rights. 

If management negotiates future roles, 

minorities may perceive bias or self-

dealing. Once trust erodes, even routine 

communication becomes contentious. 

Minority objections may stem from 

legitimate governance issues or from 

misunderstanding, but if disregarded they 

escalate rapidly and place the entire 

transaction at risk. 

 

Conflicts also emerge when shareholders 

are employees or managers whose roles 

may change after the transaction. Disputes 

occur over leadership positions, 

employment terms, future incentives, and 

expectations under new ownership. 

Managers may fear that performance 

targets are unrealistic or that the buyer 
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intends to replace them. They may 

disagree about equity rollovers or the 

distribution of incentives. These disputes 

blend professional identity, personal 

security, and financial outcomes, which 

makes them highly emotive. 

 

Family businesses introduce dynamics that 

are more personal and more complex. 

Generational differences, sibling 

relationships, differing levels of 

involvement, lifestyle needs, and 

contrasting views on stewardship and 

liquidity shape how family shareholders 

react to an M&A process. Arguments about 

fairness, contribution, or legacy often 

overshadow financial logic. Communication 

patterns formed over decades can escalate 

quickly under pressure, turning commercial 

discussions into emotional confrontation. 

 

Founders and private equity shareholders 

frequently clash due to structural 

misalignment. Private equity investors 

operate within defined exit horizons, formal 

governance frameworks, and metrics-

driven performance expectations. 

Founders often take a longer and more 

intuitive view. Disagreements arise over 

timing, growth strategy, board conduct, 

management changes, earn out structures, 

and the balance of control. Founders may 

feel overwhelmed or fatigued. Investors 

may feel decisions are too informal. Both 

sides usually have strong logic and 

significant leverage, which makes conflict 

more pronounced. 

 

Deadlock between equal shareholders is 

one of the most dangerous forms of 

conflict. With equal voting rights and no 

controlling party, any disagreement about 

whether to sell, to whom, on what terms, or 

with which advisors can freeze a process 

entirely. Without structured resolution 

mechanisms, deadlock paralyses decision 

making and exposes the company to 

severe risk. 

 

Information asymmetry is another repeated 

cause of conflict. Founders and 

management often possess far more 

information than passive or minority 

shareholders. When surprises arise during 

diligence, those who were less informed 

may feel misled. They may demand 

independent advice or argue that valuation 

is no longer valid. Nothing erodes trust 

more quickly than perceived lack of 

transparency. 

 

Disputes also emerge around buyer 

selection. Some shareholders prioritise 

legacy and prefer strategic buyers with 

cultural alignment. Others prioritise 

valuation and prefer financial buyers. 

Concerns about job security influence 

some decisions, while others debate 

whether to run a broad or narrow process 

based on confidentiality risk. Conflicts 

about buyer selection often signal deeper 

misalignment that will surface again later in 

the deal. 

 

Timing disputes are equally common. 

Shareholders interpret market conditions 

differently. Some see opportunity; others 

see danger. Management may feel 

unprepared for the intensity of diligence. 

Succession issues, financial performance, 

personal circumstances, and fund timelines 

all shape how shareholders perceive 

timing. These disputes often present as 

valuation disagreements but are 

fundamentally about risk and comfort. 

 

Taken together, these conflicts reveal that 

shareholder disputes in M&A follow 

predictable patterns. Valuation differences, 

structural disagreements, minority 

concerns, leadership and employment 

tensions, earn out disputes, family 

dynamics, founder and investor 

misalignment, information asymmetry, 

deadlock, buyer selection issues, and 

timing disagreements all recur across 

transactions. Each has identifiable causes 

that can be anticipated and managed. 

Companies that recognise these patterns 

early are better able to strengthen 

governance, establish alignment at the 

outset, structure disciplined processes, 

anticipate objections, maintain buyer 

confidence, protect valuation, and 

complete transactions successfully.  
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Legal and Structural Sources of Conflict 

in M&A Transactions 

“Without independent directors or a strong chair, there is no neutral 

stabiliser to manage tension. Informal governance, which may have worked 

for years, collapses quickly when confronted with high-stakes choices”

hareholder disputes during M&A 

processes rarely arise only from 

interpersonal dynamics or misaligned 

expectations. A significant share of conflict 

originates from structural weaknesses in 

governance and legal frameworks: the 

rules that define how shareholders interact, 

how decisions are made, and how 

disagreements are resolved. In many 

founder-led companies, these frameworks 

were never designed with a major 

transaction in mind. They developed 

informally over years, often relying on trust 

rather than precision. They work reasonably 

well for day-to-day stability but are wholly 

inadequate when a complex M&A process 

imposes speed, scrutiny, and significant 

financial consequences. When a transaction 

begins, the governance foundation is often 

too weak, ambiguous, or outdated to 

withstand pressure, and conflict emerges 

before negotiations with buyers even start. 

 

A big driver of shareholder conflict is a 

weak or ambiguous shareholder 

agreements and articles of association. 

Many such agreements contain unclear 

decision rights, leaving unanswered the 

question of who decides whether to sell the 

company and on what basis. Thresholds for 

approval may be undefined or 

contradictory, creating situations where 

unanimity becomes the default hurdle to 

clear.  

 

Confusion around the respective powers of 

boards and shareholders is another 

common source of conflict. Many 

companies operate with blurred 

boundaries, and during a sale this 

ambiguity becomes dangerous. Some 

articles imply that a sale decision is a board 

matter, others suggest it is a shareholder 

matter, and some attempt to make it both 

without providing a clear hierarchy. Board 

composition may include inactive 

shareholders, founders with limited voting 

rights, or investors who expect formal 

governance that the company has never 

implemented. Directors who are also 

shareholders often find themselves acting 

in their own interest rather than the 

company’s, blurring fiduciary 

responsibilities and increasing legal 

exposure. Without independent directors 

or a strong chair, there is no neutral 

stabiliser to manage tension. Informal 

governance, which may have worked for 

years, collapses quickly when confronted 

with high-stakes choices. 

 

Drag along and tag along clauses illustrate 

how delicate governance tools can become 

destructive when drafted poorly. Weak 

drag clauses give minority shareholders 

veto power, encourage ransom demands, 

and create delays that erode buyer 

confidence. Weak tag rights heighten 

minority fear and mistrust, prompting 

resistance or refusal to sign. Instead of 

reducing conflict, flawed drag and tag 

frameworks amplify it. 

 

Pre-emption rights and transfer restrictions, 

intended to protect shareholders, often 

undermine M&A mechanics. Rights that 

allow shareholders to match third party 

offers disrupt negotiations. Restrictions that 

require unanimous consent for share 

transfers can make transactions impossible. 

Ambiguity around timing creates delays 

that buyers will not tolerate. Rights that 

contradict drag along obligations trigger 

legal argument.  
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Reserved matters introduce another layer 

of complexity. When they are too narrow, 

shareholders feel excluded from decisions 

they believe should require their approval. 

When they are too broad, boards cannot 

operate effectively. Poor drafting creates 

loopholes and argument. In many 

companies, key transactional decisions 

such as signing exclusivity, appointing 

advisors, approving heads of terms, 

determining deal structure, or choosing a 

buyer are not clearly treated as reserved 

matters. In other cases, shareholders 

assume they have rights that do not exist 

legally. The result is conflict about 

influence, control, and fairness. 

 

Outdated constitutional documents create 

further risk. Articles drafted decades earlier 

often contain vague language, obsolete 

powers, or contradictory rules that no 

longer reflect the company’s reality. Courts 

may prioritise articles over shareholder 

agreements, creating uncertainty about 

which document prevails. Outdated veto 

rights, lifetime chair entitlements, or 

obsolete share classes become flashpoints. 

Conflicting procedural rules around 

notices, quorums, or timelines turn routine 

steps into legal debates. During conflict, 

constitutional documents become weapons 

rather than governance tools. 

 

Where shareholders are also employees, 

weak employment agreements create 

another avenue for dispute. Ambiguity 

around notice, bonus entitlement, removal 

rights, and role expectations spills into the 

M&A negotiation. Shareholder managers 

may threaten claims of unfair treatment or 

constructive dismissal. Deadlock is among 

the most dangerous governance failures, 

yet many companies lack mechanisms to 

resolve it. Without tools such as 

independent arbitration, Russian roulette 

or Texas shoot out clauses, mediation 

pathways, cooling off periods, or referral 

structures, companies become paralysed 

when equal shareholders disagree. This 

paralysis kills transactions outright. 

 

Many companies also lack structured exit 

provisions for disengaged or disruptive 

shareholders. Without a framework for 

buying out a shareholder who refuses to 

cooperate, a single individual can delay, 

destabilise, or derail the entire process, 

creating reputational damage and 

reducing valuation. 

 

Legal and governance weaknesses are not 

just administrative concerns. They are core 

determinants of whether an M&A 

transaction succeeds or fails. Without 

strong governance, shareholders 

misunderstand their rights, boards lack 

authority, minority shareholders distrust 

management, founders resist change, and 

disputes escalate rapidly. Buyers lose 

confidence. Processes slow, valuations fall, 

and deals collapse. Strong governance is 

not bureaucracy. It is the framework that 

enables stability under pressure. The next 

stage of analysis will consider how clarity, 

alignment, preparation, and structured 

communication can prevent the disputes 

that weak governance creates. 
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Mechanisms for Preventing Shareholder 

Disputes 

“The most powerful tool for prevention is pre alignment. This means 

ensuring shareholders understand and, ideally, accept the long term 

strategy for the business, the level of exit readiness, broad valuation 

expectations, and realistic time horizons” 

hareholder disputes are not an 

inevitable feature of M&A. In most 

cases they can be prevented, or at 

least significantly reduced, through strong 

governance, early alignment, and 

thoughtful planning. When companies 

enter a transaction with unclear 

expectations or unresolved internal 

tensions, the pressure of an M&A process 

exposes every flaw. When they enter with 

clarity, discipline, and a shared 

understanding of key principles, conflict is 

more limited, more rational, and far easier 

to manage. 

 

The most powerful tool for prevention is 

pre alignment. This means ensuring 

shareholders understand and, ideally, 

accept the long term strategy for the 

business, the level of exit readiness, broad 

valuation expectations, and realistic time 

horizons. It includes preferences for 

different types of buyers, such as strategic 

acquirers, private equity, competitors, or 

management; attitudes to risk, including 

tolerance for earn outs, deferred 

consideration, and structural complexity; 

views on the balance between price, 

certainty, and other factors such as culture, 

employees, and legacy; and clarity about 

trade offs that may be required. Alignment 

does not mean unanimity. It means clarity 

on priorities, clarity on how decisions will 

be taken, and clarity on what will happen if 

shareholders disagree. Companies that 

invest in alignment well before any formal 

process begins experience fewer disputes 

and less severe ones. 

 

Formal shareholder alignment sessions are 

one of the most effective ways to achieve 

this. These are structured discussions, 

ideally facilitated by an independent chair, 

corporate advisor, experienced non 

executive director, or trusted external 

facilitator. They explore why each 

shareholder invested in the first place, 

whether for growth, income, control, 

stewardship, or liquidity. They surface 

differences in time horizon, with some 

shareholders seeking an exit in the short 

term and others preferring to hold for three 

to five years or longer. They test valuation 

expectations by asking shareholders to 

articulate minimum acceptable outcomes, 

aspirational outcomes, relevant external 

benchmarks, and what matters more than 

price when trade offs arise. They address 

preferences for buyer types and deal 

structures, including attitudes to cash, earn 

outs, and equity rollovers. They bring 

legacy and cultural concerns, particularly in 

family businesses, explicitly into the 

conversation. Crucially, they ask 

shareholders to identify what they fear 

most, because fears often drive conflict 

more strongly than preferences. By airing 

these issues in advance, companies avoid 

discovering fundamental disagreements in 

the middle of a live process. 

 

Periodic strategy and exit readiness reviews 

reinforce this work. Boards should 

periodically review short and long term 

performance, market conditions, strategic 

priorities, leadership capability, growth 

trajectory, forward looking valuation 

expectations, potential buyer categories, 

and likely exit timelines. When these topics 

are part of normal governance, 

shareholders are less surprised when an 

opportunity arises and less likely to react 

emotionally.  
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At the centre of prevention sits a robust 

shareholder agreement. This is the 

foundation of stability. It should specify 

who approves a sale, the voting thresholds 

required, how authority is divided between 

board and shareholders, and which matters 

require unanimous consent. It should 

contain clear, enforceable and fair drag 

along provisions that balance deal certainty 

with minority protections, and tag along 

rights that give minority shareholders 

confidence they will participate on equal 

terms. It should include agreed valuation 

mechanisms so that if shareholders 

disagree, there is a defined methodology, 

an independent expert determination 

process, clear timelines, and a binding 

outcome.  

 

Pre emption rules and transfer provisions 

should be drafted to protect existing 

shareholders without obstructing likely deal 

structures. Information rights should be 

sufficient to reassure minority shareholders 

that they are not being excluded from key 

facts, while protecting sensitive data if 

necessary. Deadlock resolution 

mechanisms are essential in 50:50 or 

closely held ownership structures, and 

dispute resolution clauses should set out 

pathways such as mediation, arbitration, or 

expert referral. A strong shareholder 

agreement reduces dependency on 

personality and trust by setting clear rules 

for difficult moments. 

 

Constitutional documents such as articles 

of association should then be updated to 

align with the shareholder agreement, 

remove obsolete language, and modernise 

powers and responsibilities. They should 

define quorum and voting thresholds 

clearly, ensure there are no contradictions 

and remove legacy provisions that could 

cause mischief under pressure. Good 

constitutional hygiene reduces procedural 

disputes about notice, quorum, or validity 

of decisions that otherwise surface at 

precisely the wrong time. 

 

Board composition is equally important. A 

balanced and functional board often 

prevents conflict before it escalates. 

Independent directors provide objectivity, 

stabilise tensions between founders and 

minorities, and increase buyer confidence. 

Clear role definitions ensure that directors 

who are also shareholders understand 

when they are acting as fiduciaries for the 

company rather than as owners protecting 

their individual position. A capable chair is 

often the difference between orderly, 

evidence-based debate and emotional 

confrontation. Formal board processes, 

with structured agendas, regular reporting, 

documented decisions, and clear 

governance protocols, create discipline. 

Boards that are used to rigorous decision 

making under normal conditions cope far 

better when an M&A process intensifies 

demands and shortens timelines. 

 

A clear exit strategy is another critical 

preventive tool. Many disputes stem from 

the fact that shareholders never agreed on 

whether, when, or how they wished to exit. 

A well-defined exit strategy sets the 

expected time horizon, whether short, 

medium, or longer term. It identifies 

preferred exit routes such as trade sale, 

private equity investment, management 

buyout, recapitalisation, or listing. It sets 

minimum acceptable returns. It describes 

how governance should operate in the 

years leading up to an exit, including who 

leads preparation and how a process will 

be run. For founder or family-led 

businesses it should articulate the founder’s 

own transition preferences and the 

conditions under which they would step 

back or remain involved. It should also 

address cultural and legacy priorities where 

these are important, such as protecting 

employees, customers, or brand identity. 

Exit strategy is not a one-off document. It is 

an ongoing process of organisational 

alignment. 

 

Formal communication protocols also 

reduce conflict significantly. They set out 

which matters are communicated via board 

meetings, shareholder meetings, written 

reports, secure data rooms, or other 

channels. They define the frequency of 

updates and ensure shareholders know 

when to expect information. They clarify 

who has access to which information and 

under what conditions. They define 

confidentiality obligations and 

consequences for breaches. Clear 

communication reduces rumour, suspicion, 
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and the perception that decisions are 

being made out of sight. 

 

Leadership succession planning is another 

area where preparation prevents conflict, 

particularly in founder and family-led 

businesses. A credible succession plan 

identifies potential future leaders early, sets 

indicative transition timelines, clarifies the 

founder’s future role, and provides comfort 

to shareholders and buyers that the 

business is not overly dependent on a 

single individual. It reduces anxiety about 

the future and therefore reduces conflict 

driven by fear. 

 

Early engagement of advisors is an 

important practical step. External advisors 

introduce objectivity, process discipline, 

and calm. They explain rights and 

obligations, highlight risks and market 

norms, and help shareholders separate 

matters of principle from issues of 

perception. This reduces the tendency to 

personalise disagreements and allows 

conflict to be channelled into decisions 

rather than stalemates. 

 

Education and expectation management 

are often overlooked. Many shareholders 

have limited direct experience of M&A and 

do not fully understand how buyers think, 

processes run, what typical deal structures 

look like, what timelines are realistic, or 

what drives valuation. Education through 

workshops, presentations, or question and 

answer sessions can address these gaps. 

When shareholders understand the 

mechanics of M&A, including diligence 

demands and negotiation dynamics, they 

are less likely to misinterpret normal buyer 

requests as hostile and less likely to react 

defensively. 

 

Finally, a culture of transparency and trust 

remains essential. Trust in this context is not 

a soft concept. It is a strategic asset that 

directly affects deal certainty and valuation. 

Companies can build it by sharing more 

information rather than less, addressing 

concerns early, encouraging open dialogue 

within appropriate forums, documenting 

major decisions to reduce selective 

memory, and treating shareholders in a 

way that feels fair and consistent. Perceived 

fairness is often more important than the 

technical reality. When shareholders trust 

that processes are fair and information is 

not being selectively controlled, disputes 

tend to remain smaller and easier to 

resolve. 

 

Most shareholder disputes, perhaps the 

vast majority, can be prevented through a 

combination of strong shareholder 

agreements, clear exit strategy, early 

alignment on key issues, disciplined 

communication, balanced boards, clear 

decision rights, pre agreed valuation 

mechanisms, education, robust governance 

practice, succession planning, and early 

engagement of experienced advisors. 

Resolution mechanisms will always be 

necessary for the conflicts that do arise. 

However, the most powerful form of 

dispute management is prevention. When 

prevention is taken seriously and 

embedded early, the probability of 

destructive M&A conflict falls sharply, and 

transactions become more stable, more 

predictable, and more valuable. 
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Mechanisms for Resolving Shareholder 

Disputes Once They Arise 

“The first priority when conflict emerges is containment. Before anyone 

attempts to solve the underlying issue, the immediate task is to stop the 

dispute from spreading, escalating, or destabilising the process” 

ven with strong governance and 

early alignment, shareholder 

disputes can still arise during an 

M&A process. When they do, the focus 

must shift rapidly from prevention to 

resolution. The aim is not to win arguments. 

It is to protect value, maintain momentum, 

and keep the deal on track. Poorly 

managed disputes lead to delays, buyer 

uncertainty, valuation erosion, and in 

serious cases litigation or complete 

collapse of the transaction. Well managed 

disputes, by contrast, can be contained, de-

escalated, and resolved in ways that 

preserve both the deal and the underlying 

relationships. 

 

The first priority when conflict emerges is 

containment. Before anyone attempts to 

solve the underlying issue, the immediate 

task is to stop the dispute from spreading, 

escalating, or destabilising the process. 

Containment means preserving buyer 

confidence, maintaining internal morale, 

limiting reputational damage, stopping 

misinformation, preventing procedural 

delay, and reducing emotional intensity. In 

practice this often involves consolidating 

communication so that one designated 

spokesperson communicates externally 

while internal communication follows clear 

protocols. 

 

Most shareholder disputes can be 

addressed through informal but structured 

negotiation if communication is controlled, 

emotions are de-escalated and parties act 

in good faith with realistic expectations. 

This type of negotiation is well suited to 

valuation disagreements, buyer selection 

debates, timing disputes, information 

concerns, deal structure differences, and 

many role or employment related issues 

that arise before closing. Effective 

negotiation usually relies on a neutral 

facilitator such as the chair, a corporate 

advisor, or a respected non executive 

director. The dispute must be framed 

clearly so that everyone understands what 

is actually at issue. Meetings need 

structured agendas rather than open 

ended argument. Ground rules are 

essential: no interruptions, no personal 

attacks, no reopening of settled points.  

 

If negotiation and facilitation are not 

enough, mediation is often the next step. 

Mediation is a powerful and frequently 

underused tool in shareholder disputes. It 

is non binding, confidential, and designed 

to be constructive rather than punitive. It is 

especially appropriate when informal 

efforts have stalled, when emotion is high, 

when shareholders no longer trust one 

another, when family dynamics or 

accusations of unfair prejudice are in play, 

or when valuation disagreements have 

become entrenched. Mediation works 

because the mediator is neutral and has no 

stake in the outcome, the process is 

structured to reduce inflammatory 

behaviour, and it allows for a combination 

of joint sessions and private meetings. 

Parties can express concerns privately 

without derailing the broader conversation. 

Mediation also allows creative outcomes 

that a court or arbitrator could not impose. 

It is usually far quicker than formal 

proceedings and, crucially, can preserve 

relationships that would otherwise be 

destroyed. The purpose of mediation is not 

to decide who is right. It is to find an 

outcome that all sides can live with. 

 

For technical issues, particularly around 

valuation and financial mechanics, expert 

E 
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determination is often the best tool. This 

involves appointing an independent 

expert, commonly an accountant, valuer, or 

technical specialist, to decide specific 

questions such as valuation, working capital 

adjustments, earn out calculations, and the 

definitions or application of financial 

metrics. Expert determination is usually 

faster and cheaper than arbitration or 

litigation, is highly specialised, and can be 

binding if the parties agree this in advance. 

It reduces the role of emotion by focusing 

on objective criteria and prevents 

shareholders from derailing the process.  

 

Litigation remains the last resort. It is almost 

always the worst way to resolve 

shareholder disputes during an M&A 

process, but in some circumstances it is 

unavoidable. It may be necessary where 

fraud is alleged, where fiduciary duties 

appear to have been breached, where a 

shareholder unlawfully seeks to block a 

transaction, where injunctions are required 

to prevent imminent harm, where serious 

claims of minority oppression are made, or 

where drag along enforcement is 

contested. Litigation is costly, slow, public, 

adversarial, and unpredictable. It damages 

relationships and undermines buyer 

confidence. It should only be pursued 

when the dispute cannot be contained by 

other means, when legal rights must be 

enforced to protect the company or the 

transaction, or when timing pressures leave 

no alternative. Even then, litigation is often 

combined with mediation or other 

settlement processes. 

 

Where a binding decision is required 

arbitration is becoming an increasingly 

popular option. Arbitration is typically 

confidential, relatively efficient, and 

occasionally mandated by well drafted 

shareholder agreements. It is suitable for 

matters such as valuation disagreements 

within a defined framework, disputes over 

drag and tag provisions, alleged breaches 

of shareholder agreements, information 

rights disputes, deadlock in decision 

making, and the interpretation of specific 

legal clauses.  

 

Some disputes are essentially structural, 

particularly in 50:50 or closely held 

ownership arrangements where deadlock 

arises. In these cases, governance tools for 

breaking deadlock are critical. They may 

include obtaining an independent expert 

opinion, using mediation followed by 

arbitration in sequence, referring the 

matter to a dispute escalation committee 

that may include independent directors, 

granting a casting vote to an independent 

chair in defined circumstances, or 

introducing cooling off periods to prevent 

rushed decisions at moments of high 

tension. More robust mechanisms can 

include Russian roulette or Texas shoot out 

clauses that allow one party to offer to buy 

the other at a set price or submit sealed 

bids, with the higher bid gaining control. 

Put and call options triggered by deadlock, 

or pre agreed provisions for a sale of the 

entire business if agreement cannot be 

reached, are also used. These tools are 

high stakes but can prevent paralysis. 

 

In some situations, the most practical 

solution is to buy out a dissenting 

shareholder, provided governance permits 

it. An obstructive, disruptive, or openly 

hostile shareholder can destabilise the 

process, increase noise, attract legal risk, 

and frighten buyers. Buying them out 

removes the emotional blocker, stabilises 

the cap table, and presents a unified front 

to the market. The challenges, of course, lie 

in price negotiations, funding, fairness 

perceptions, and tax consequences. 

Nonetheless, where the economics allow it, 

this approach is often the cleanest path. 

 

Every resolution mechanism has 

implications for buyer confidence. Buyers 

are not only assessing the quality of the 

business. They are also assessing the 

stability of the shareholder group and the 

likelihood of post deal disruption. During 

visible disputes, buyers worry about future 

litigation, execution risk, unwilling sellers 

and ongoing instability at board level. Well 

handled resolution, using clear 

mechanisms and demonstrating 

governance maturity, reassures buyers, 

protects valuation, and enhances deal 

certainty. Poorly handled conflict, or visible 

governance failure, destroys confidence 

quickly. 

 

The broader conclusion is straightforward. 

Shareholder disputes do not have to derail 
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M&A transactions, even when they are 

serious. With disciplined containment, 

structured negotiation, facilitated dialogue, 

skilled mediation, targeted expert 

determination, carefully calibrated use of 

arbitration, narrowly framed litigation when 

unavoidable, considered buyouts of 

dissenting shareholders, effective deadlock 

clauses, standstill arrangements, and 

professional advisory support, most 

disputes can be de-escalated and resolved. 

The key is to act with structure rather than 

impulse, to separate emotion from 

outcome, and to protect the integrity of the 

process at every stage. When this happens, 

value can be preserved and deals can 

proceed, even in the face of significant 

disagreement. 
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Tactical Considerations in Live M&A 

Situations 

“Live M&A processes are unforgiving. Internal conflict is not fatal, but 

unmanaged conflict is. Success depends on controlling communication, 

maintaining buyer confidence, protecting management, containing hostile 

shareholders, applying process discipline, making rapid governance 

decisions, and knowing when to pause or proceed” 

nce an M&A process is live, the 

margin for error narrows 

dramatically. Disagreements that 

might have been tolerable during ordinary 

operations become far more dangerous 

under the pressure of buyer timelines, 

diligence demands, market scrutiny, and 

heightened emotion. 

  

Controlling the narrative is essential. 

Communication is often the most sensitive 

tactical factor in a live M&A situation 

because careless communication breeds 

suspicion, misinformation, and escalation. 

Internal communication must be consistent, 

factual, limited to what is necessary, and 

timed appropriately. Internal leaks damage 

valuation and credibility and may push 

buyers away. Shareholders must be 

reminded that confidentiality is not 

optional. External communication must 

present unity. A single spokesperson 

communicates with the buyer. No 

contradictory messages emerge. No one 

negotiates outside the defined channel. 

Buyers do not expect internal perfection, 

but they do expect professionalism and 

discipline. 

 

Negotiations with buyers must be 

tightened when internal conflict exists. A 

single negotiation team prevents mixed 

messages. Internal tension must never be 

visible to the buyer, as even a single 

inconsistent remark can cost millions. 

 

Buyers should almost never be brought 

into internal disputes. The exceptions are 

very narrow: when buyer imposed 

employment terms require specific 

changes; when mandatory governance 

conditions affect all shareholders; or when 

buyers can clarify technical 

misunderstandings that shareholders have 

misinterpreted. Outside those scenarios, 

buyers should never hear complaints, see 

internal emails, or be asked to act as 

referees. This behaviour is amateur and 

value destroying. 

 

Live M&A processes are unforgiving. 

Internal conflict is not fatal, but unmanaged 

conflict is. Success depends on controlling 

communication, maintaining buyer 

confidence, protecting management, 

containing hostile shareholders, applying 

process discipline, making rapid 

governance decisions, and knowing when 

to pause or proceed. M&A rewards teams 

that are disciplined, structured, and 

aligned. It punishes those who improvise 

under pressure.  
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Conclusion: Stability in the Shareholder 

Base Protects Value 

“Companies that invest early in strong shareholder agreements, explicit exit 

strategies, defined valuation frameworks, and clear board authority arrive at 

a transaction with stability already in place. Those that wait until a buyer 

appears often discover that the real negotiation is not with the market but 

with themselves” 

hareholder conflict is not a flaw of 

character, nor a sign of irrationality. It 

is the natural consequence of placing 

diverse incentives, personalities, histories, 

and risk appetites under the intense 

pressure of an M&A process. What 

distinguishes successful transactions from 

failed ones is not the absence of 

disagreement, but the presence of 

structure. When governance is clear, 

communication disciplined, and decision-

making rules understood, conflict becomes 

manageable. When these foundations are 

weak, even small disagreements escalate 

into existential threats to value. 

 

Across the analysis in this report, one 

theme recurs: alignment is a strategic asset, 

not a procedural nicety. Companies that 

invest early in strong shareholder 

agreements, explicit exit strategies, defined 

valuation frameworks, and clear board 

authority arrive at a transaction with stability 

already in place. Those that wait until a 

buyer appears often discover that the real 

negotiation is not with the market but with 

themselves. 

 

Similarly, conflict that does arise need not 

be destructive. When treated with 

discipline disputes can be resolved without 

undermining momentum or valuation. 

Buyers do not require unanimity, but they 

do require certainty. They invest in 

companies that demonstrate control, 

maturity, and coherence even under strain. 

 

The broader implication is clear. Effective 

dispute management in M&A is both a 

governance capability and a value-creation 

capability. It protects deals, strengthens 

institutional resilience, and often leaves 

shareholder groups better aligned and 

more professionally governed than before 

the process began. Companies that take 

these principles seriously do more than 

avoid deal failure: they enhance their 

credibility with buyers, accelerate decision 

making, improve internal trust, and reduce 

long-term strategic friction. 

 

M&A will always test shareholder 

relationships. But with the right 

frameworks, the right preparation, and the 

right mechanisms for resolution, conflict 

becomes a navigable challenge rather than 

a destructive force. The companies that 

succeed are those that prepare early, 

behave with discipline, and recognise that 

in high-stakes transactions, alignment is not 

something to hope for – it is something to 

engineer. 
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