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Abstract

We survey the empirical literature on corporate financial restruc-
turing, including breakup transactions (divestitures, spinoffs, equity
carveouts, tracking stocks), leveraged recapitalizations, and leveraged
buyouts (LBOs). For each transaction type, we survey techniques, deal
financing, transaction volume, valuation effects and potential sources
of restructuring gains. Many breakup transactions appear to be a
response to excessive conglomeration and attempt to reverse a poten-
tially costly diversification discount. The empirical evidence shows that
the typical restructuring creates substantial value for shareholders.
The value-drivers include elimination of costly cross-subsidizations
characterizing internal capital markets, reduction in financing costs for
subsidiaries through asset securitization and increased divisional trans-
parency, improved (and more focused) investment programs, reduction
in agency costs of free cash flow, implementation of executive compen-
sation schemes with greater pay-performance sensitivity, and increased

* This monograph updates [Eckbo and Thorburn (2008) with new data and research devel-
opments. It was in part written while Thorburn was a Visiting Professorial Fellow at the
Australian Business School at University of New South Wales.
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monitoring by lenders and LBO sponsors. Buyouts after the 1990s on
average create value similar to LBOs of the 1980s. Recent developments
include consortiums of private equity funds (club deals), exits through
secondary buyouts (sale to another LBO fund), and evidence of per-
sistence in fund returns. LBO deal financing has evolved toward lower
leverage ratios. In Europe, recent deals are financed with less leveraged
loans and mezzanine debt and more high-yield debt than before. Future
research challenges include integrating analyses across transaction
types and financing mixes, and producing unbiased estimates of the
expected return from buyout investments in the presence of limited
data on portfolio companies that do not return to public status.
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1

Introduction

Shocks to the corporate economic environment may give rise to severe
organizational inefficiencies. For example, a vertically integrated firm
may find that long-term contracts and/or spot market purchases of
a key input have become more efficient. Or increased general capi-
tal market liquidity may have rendered internal capital markets a rel-
atively costly divisional funding mechanism for conglomerates. High
leverage may be optimal as financial innovations and expertise make it
less expensive to manage financial distress. Financial innovations and
general market liquidity may also render it optimal to securitize an
entire division. The result is increased divisional managerial focus. In
this monograph, we collectively refer to the transactions that imple-
ment these and other changes in asset composition, financial contract-
ing, and ownership structure as “corporate restructuring”.

We focus the survey on two broad groups of corporate restructuring
procedures: corporate breakups and highly leveraged transactions. Cor-
porate breakups include techniques to sell off and/or securitize part of
the firm. They include divestitures, spinoffs, equity carveouts, and, for
a brief period, tracking stock. Highly leveraged transactions involve a
significant increase of debt in the firm’s capital structure, either through
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a debt-financed special dividend in a leveraged recapitalization, or in
a leveraged buyout (LBO), in which the entire firm is acquired by a
financial buyer (a buyout fund).

In order to limit the scope of the survey, we do not review recap-
italizations that do not involve extensive use of leverage. Examples
include state privatizations (Megginson and Netter, |2001), conversions
from mutual to stock companies (Masulis, |[1987), and stock repurchases
(Kalay and Lemmon, 2008). Moreover, for a review of the broader lit-
erature on corporate takeovers and takeover bidding involving strategic
buyers, see Betton et al.| (2008]). Also, we address distressed restructur-
ing only tangentially (Hotchkiss et al., 2008} Senbet and Wang;, |2012).

As surveyed below, corporate restructuring may be initiated by top-
level management, by divisional managers, or by outside sponsors like
buyout funds. Occasionally, the restructuring is defensive, arising in
response to a control threat from the market for corporate control.
Regardless of who initiates the transaction, the parties are likely seek-
ing to improve operating efficiency, increase cash flow, and ultimately,
enhance firm profitability. In breakup transactions, the evidence sug-
gests that assets are transferred to higher-value users, while highly
leveraged transactions involve optimizing capital structure, improving
managerial incentives and achieving tax efficiency.

The monograph is organized as follows. Chapter [2] introduces the
so-called diversification discount and the potential costs of diversifica-
tion, which seem to motivate many breakup transactions. Chapters
through Chapter [] then detail the frequency, structure, and economic
effect of various types of breakup transactions, beginning with divesti-
tures (Chapter |3, spinoffs (Chapter , equity carveouts (Chapter [5)),
and ending with tracking stock (Chapter @ Next, we review highly
leveraged transactions, including leveraged recapitalizations (Chap-
ter (7)), and we provide an extensive discussion of the empirical evidence
on LBOs (Chapter . Chapter |§| concludes the monograph.



Full text available at: http://dx.doi.org/10.1561/0500000028

References

Abarbanell, J. S., B. J. Bushee, and J. S. Ready (2003), ‘Institutional
investor preferences and price pressure: The case of corporate spin-
offs’. Journal of Business 76, 233-261.

Acharya, V. and C. Kehoe (2008), ‘Corporate governance and value
creation: Evidence from the private equity market’. Working paper,
London Business School.

Acharya, V. V., O. Gottschalg, M. Hahn, and C. Kehoe (2011), ‘Cor-
porate governance and value creation: Evidence from private equity’.
Working paper, New York University.

Acharya, V. V. and T. C. Johnson (2010), ‘More insiders, more insider
trading: Evidence from private-equity buyouts’. Journal of Financial
FEconomics 98, 500-523.

Acharya, V. V., T. C. Kehoe, and M. Reyner (2009), ‘Private equity vs.
PLC boards in the U.K.: A comparison of practices and effectiveness’.
Journal of Applied Corporate Finance 21, 45-56.

Achleitner, A.-K., A. Betzer, and J. Gider (2010), ‘Do corporate gover-
nance motives drive hedge fund and private equity fund activities?’.
Furopean Financial Management 16, 805—-828.

107



Full text available at: http://dx.doi.org/10.1561/0500000028

108 References

Achleitner, A.-K., R. Braun, and N. Engel (2011), ‘Value creation
and pricing in buyouts: Empirical Evidence from Europe and North
America’. Review of Financial Fconomics 20, 146-161.

Achleitner, A.-K. and C. Figge (2011), ‘Private equity lemons? Evi-
dence on value creation in secondary buyouts’. Working paper, Tech-
nische Universitat Munchen.

Afshar, K. A., R. J. Taffler, and P. S. Sudarsanam (1992), ‘The effect of
corporate divestments on shareholder wealth: The UK experience’.
Journal of Banking and Finance 16, 115-135.

Ahn, S. and D. J. Denis (2004), ‘Internal capital markets and invest-
ment policy: Evidence of corporate spinoffs’. Journal of Financial
FEconomics 71, 489-516.

Ahn, S. and M. D. Walker (2007), ‘Corporate governance and the
spinoff decision’. Journal of Corporate Finance 13, 76-93.

Alexander, G. J., P. G. Benson, and J. M. Kampmeyer (1984), ‘Investi-
gating the valuation effects of announcements of voluntary corporate
sell-offs’. Journal of Finance 39, 503-517.

Allen, J. (1998), ‘Capital markets and corporate structure: The equity
carve-outs of thermo electron’. Journal of Financial Economics 48,
99-124.

Allen, J. W. (2001), ‘Private information and spin-off performance’.
Journal of Business 74, 281-306.

Allen, J. W., S. L. Lummer, J. J. McConnell, and D. K. Reed (1995),
‘Can takeover losses explain spin-off gains?’. Journal of Financial
and Quantitative Analysis 30, 465-485.

Allen, J. W. and J. J. McConnell (1998), ‘Equity carve-outs and man-
agerial discretion’. Journal of Finance 53, 163—186.

Alli, K., G. B. Ramirez, and K. K. Yung (2001), ‘Withdrawn spin-offs:
An empirical analysis’. Journal of Financial Research 24, 603—-616.
Amess, K. and M. Wright (2007), ‘The wage and employment effects of
leveraged buyouts in the UK’. International Journal of the Business

of Economics 14, 179-195.

Andres, C., A. Betzer, and C. Weir (2007), ‘Shareholder wealth gains
through better corporate governance — the case of European LBO
transactions’. Financial Markets and Portfolio Management 21,
403-424.



Full text available at: http://dx.doi.org/10.1561/0500000028

References 109

Aron, D. J. (1991), ‘Using the capital market as a monitor: Corporate
spinoffs in an agency framework’. RAND Journal of Economics 22,
505-518.

Asquith, P., R. Gertner, and D. Scharfstein (1992), ‘Anatomy of
financial distress: An examination of junk-bond issuers’. Quarterly
Journal of Economics 109, 625-658.

Asquith, P. and T. A. Wizman (1990), ‘Event risk, covenants, and
bondholder returns in leveraged buyouts’. Journal of Financial Eco-
nomics 27, 195-213.

Atanasov, V., A. Boone, and D. Haushalter (2005), ‘Minority share-
holder expropriation in U.S. publicly-traded subsidiaries’. Working
paper, Babson College.

Ataullah, A., I. Davidson, and H. Le (2010), ‘Large shareholders, the
board of directors and the allocation of cash proceeds from corporate
asset sell-offs’. Furopean Financial Management 16, 271-295.

Axelson, U., T. Jenkinson, P. Stromberg, and M. S. Weisbach (2010),
‘Borrow cheap, buy high? The determinants of leverage and pricing
in buyouts’. NBER Working paper 15952.

Axelson, U., P. Stromberg, and M. S. Weisbach (2009), ‘Why are buy-
outs levered? The financial structure of private equity funds’. Journal
of Finance 64, 1549-1582.

Bae, S. C. and D. P. Simet (1998), ‘A comparative analysis of lever-
aged recapitalization versus leveraged buyout as a takeover defense’.
Review of Financial Economics 7, 157-172.

Baker III, G. P. and K. H. Wruck (1990), ‘Organizational changes and
value creation in leveraged buyouts: The case of the O.M. Scott &
Sons Company’. Journal of Financial Economics 25, 163-190.

Balachandran, B., R. Faff, and T. A. Nguyen (2004), ‘The intra-
industry impact of special dividend announcements: Contagion ver-
sus competition’. Journal of Multinational Financial Management
14, 369-385.

Baltin, M. and M. Brettel (2007), ‘Equity carve-outs — a matter of
time?’. Working paper, Aachen University.

Baran, L. C. and T.-H. D. King (2010), ‘Going private transactions,
bondholder returns, and wealth transfer effects’. Journal of Banking
and Finance 34, 1856—-1872.



Full text available at: http://dx.doi.org/10.1561/0500000028

110 References

Bardong, F., S. M. Bartram, and P. K. Yadav (2008), ‘The effect of cor-
porate break-ups on information asymmetry: A market microstruc-
ture analysis’. Working paper, Lancaster University.

Barrot, J.-N. (2012), ‘Evidence from private equity funds’. Working
paper, HEC Paris.

Bates, T. W. (2005), ‘Asset sales, investment opportunities, and the
use of proceeds’. Journal of Finance 60, 105-135.

Bayar, O., T. J. Chemmanur, and M. H. Liu (2011), ‘A theory of equity
carve-outs and negative stub values under heterogeneous beliefs’.
Journal of Financial Economics 100, 616-638.

Becker, B. and J. Pollet (2008), ‘The decision to go private’. Working
paper, Emory University.

Benou, G., J. Madua, and T. Ngo (2008), ‘Wealth creation from high-
tech divestitures’. Quarterly Review of Economics and Finance 48,
505-519.

Benveniste, L. M., H. Fu, P. J. Sequin, and X. Yu (2008), ‘On the
anticipation of IPO underpricing: Evidence from equity carve-outs’.
Journal of Corporate Finance 14, 614—629.

Berger, P. G. and E. Ofek (1995), ‘Diversification’s effect on firm value’.
Journal of Financial Economics 37, 39-65.

Berger, P. G. and E. Ofek (1999), ‘Causes and effects of corporate
refocusing programs’. Review of Financial Studies 12, 311-345.

Berstein, S., J. Lerner, M. Sorensen, and P. Stromberg (2010), ‘Pri-
vate equity and industry performance’. NBER Working paper
15632.

Best, R. W.,; R. J. Best, and A. Agapos (1998), ‘Earnings forecasts
and the information contained in spinoff announcements’. Financial
Review 33, 53-67.

Betton, S., B. E. Eckbo, and K. S. Thorburn (2008), ‘Corporate
takeovers’. In: B. E. Eckbo (ed.): Handbook of Corporate Finance:
Empirical Corporate Finance, vol. 2. chap. 15. North-Holland, Hand-
books in Finance Series: Elsevier, pp. 291-430.

Bharath, S. T. and A. K. Dittmar (2010), ‘Why do firms use private
equity to opt out of public markets?’. Review of Financial Studies
23, 1771-1818.



Full text available at: http://dx.doi.org/10.1561/0500000028

References 111

Billet, M. T., Z. Jiang, and E. Lie (2010), ‘The effect of change-in-
control covenants on takeover: Evidence from leveraged buyouts’.
Journal of Corporate Finance 16, 1-15.

Billett, M. T. and D. C. Mauer (2000), ‘Diversification and the value
of internal capital markets’. Journal of Banking and Finance 24,
1457-1490.

Billett, M. T. and A. M. Vijh (2004), ‘The wealth effects of tracking
stock restructurings’. Journal of Financial Research 27, 559-583.
Bloom, N.; R. Sadun, and J. V. Reenen (2009), ‘Do private equity
owned firms have better management practices?’. Working paper,

London School of Economics and Political Science.

Bonini, S. (2012), ‘Secondary buyouts’. Working paper, Bocconi Uni-
versity.

Boone, A., D. Haushalter, and W. Mikkelson (2003), ‘An investigation
of the gains from specialized equity claims’. Financial Management
32, 67-83.

Boone, A. L. and J. H. Mulherin (2011), ‘Do private equity consortiums
facilitate collusion in takeover bidding’. Journal of Corporate Finance
17, 1475-1495.

Boot, A. W. (1992), ‘Why hang on to losers? Divestitures and
takeovers’. Journal of Finance 47, 1401-1423.

Boucly, Q., D. Sraer, and D. Thesmar (2011), ‘Growth LBOs’. Journal
of Financial Economics 102, 432—453.

Brown, D. T., C. E. Fee, and S. E. Thomas (2009), ‘Financial lever-
age and bargaining power with suppliers: Evidence from leveraged
buyouts’. Journal of Corporate Finance 15, 196-211.

Brown, D. T., C. M. James, and R. M. Mooradian (1994), ‘Asset
sales by financially distressed firms’. Journal of Corporate Finance
1, 233-257.

Burch, T. R. and V. Nanda (2003), ‘Divisional diversity and the con-
glomerate discount: Evidence from spinoffs’. Journal of Financial
FEconomics 70, 69-98.

Cain, M. D.; S. M. Davidoff, and A. J. Macias (2011), ‘Broken promises:
Private equity bidding behavior and the value reputation’. Working
paper, University of Notre Dame.



Full text available at: http://dx.doi.org/10.1561/0500000028

112 References

Campa, J. and S. Kedia (2002), ‘Explaining the diversification dis-
count’. Journal of Finance 57, 1731-62.

Cao, J. (2011), ‘IPO timing, buyout sponsor’s exit and the performance
of RLBO companies’. Journal of Financial and Quantitative Analysis
46, 1001-1024.

Cao, J. and J. Lerner (2009), ‘The performance of reverse leveraged
buyouts’. Journal of Financial Economics 91, 139-157.

Cao, J. and X. Liu (2012), ‘Connected leveraged buyouts’. Working
paper, National University of Singapore.

Cao, J., S. Owen, and A. Yawson (2008), ‘Analysing the wealth effects
of UK divestitures: An examination of domestic and international
sales’. Research in International Business and Finance 22, 68—84.

Cao, J. X., D. Cumming, M. Qian, and X. Wang (2010), ‘Creditor rights
and LBOs’. Working paper, Singapore Management University.

Chahine, S. and M. Goergen (2011), ‘On the publicity of two-stage
spin-offs and equity carve-outs’. Financial Review 46, 671-701.

Chatfield, R. E. and G. D. Newbould (1996), ‘Leveraged buyouts: Impli-
cations for U.S. treasury tax receipts’. Quarterly Journal of Business
and Economics 35, 51-65.

Chemmanur, T. J. and S. He (2007), ‘Institutional trading, information
production, and corporate spin-offs’. Working paper, Boston College.

Chemmanur, T. J., B. D. Jordan, M. H. Liu, and Q. Wu (2010), ‘Anti-
takeover prosivions in corporate spin-offs’. Journal of Banking and
Finance 34, 813-824.

Chemmanur, T. J. and M. H. Liu (2011), ‘Institutional trading, infor-
mation production, and the choice between spin-offs, carve-outs, and
tracking stock issues’. Journal of Corporate Finance 17, 62-82.

Chemmanur, T. J. and D. Nandy (2009), ‘The effects of corporate spin-
offs on productivity’. Working paper, Boston College.

Chemmanur, T. J. and I. Paeglis (2001), ‘Why issue tracking stock?
Insights from a comparison with spin-offs and carve-outs’. Journal
of Applied Corporate Finance 14, 102-114.

Chemmanur, T. J. and A. Yan (2004), ‘A theory of corporate spin-offs’.
Journal of Financial Economics 72, 259-290.

Chen, H.-L. and R.-J. Guo (2005), ‘On corporate divestiture’. Review
of Quantitative Finance and Accounting 24, 399-421.



Full text available at: http://dx.doi.org/10.1561/0500000028

References 113

Chevalier, J. A. (1995a), ‘Capital structure and product-market compe-
tition: Empirical evidence from the supermarket industry’. American
FEconomic Review 85, 415-435.

Chevalier, J. A. (1995b), ‘Do LBO supermarkets charge more? An
empirical analysis of the effects of LBOs on supermarket pricing’.
Journal of Finance 50, 1095-1112.

Choi, W. W., A. Metrick, and A. Yasuda (2011), ‘A model of private
equity fund compensation’. Working paper, University of California
at Davis.

Chou, D.-W., M. Gombola, and F.-Y. Liu (2006), ‘Earnings manage-
ment and stock performance of reverse leveraged buyouts’. Journal
of Financial and Quantitative Analysis 41, 407-438.

Chung, J.-W. (2011), ‘Leveraged buyouts of private companies’. Work-
ing paper, Chinese University of Hong Kong.

Chung, J.-W., B. A. Sensoy, L. H. Stern, and M. S. Weisbach (2010),
‘Pay for performance from future fund flows: The case of private
equity’. Working paper, Ohio State University.

Clayton, M. J. and Y. Qian (2004), ‘Wealth gains from tracking stocks:
Long-run performance and ex-date returns’. Financial Management
pp. 83-106.

Clubb, C. and A. Stouraitis (2002), ‘The significance of sell-off prof-
itability in explaining the market reaction to divestiture announce-
ments’. Journal of Banking and Finance 26, 671-688.

Coase, R. (1937), ‘The nature of the firm’. Economica 4, 386-405.

Cohn, J. B., L. F. Mills, and E. M. Towery (2011), ‘The evolution of
capital structure and operating performance after leveraged buyouts:
Evidence from U.S. corporate tax returns’. Working paper, Univer-
sity of Texas at Austin.

Colak, G. and T. M. Whited (2007), ‘Spin—offs, divestitures, and con-
glomerate investment’. Review of Financial Studies 20, 557-595.
Colla, P., F. Ippolito, and H. F. Wagner (2011), ‘Leverage and pricing

of debt in LBOs’. Journal of Corporate Finance p. forthcoming.

Comment, R. and G. A. Jarrell (1995), ‘Corporate focus and stock
returns’. Journal of Financial Economics 37, 67-87.

Cornelli, F. and O. Karakas (2011), ‘Corporate governance of LBOs:
The role of boards?’. Working paper, London Business School.



Full text available at: http://dx.doi.org/10.1561/0500000028

114  References

Cotter, J. F. and S. W. Peck (2001), ‘The structure of debt and active
equity investors: The case of the buyout specialist’. Journal of Finan-
ctal Economics 59, 101-147.

Cressy, R., F. Munari, and A. Malipiero (2007), ‘Playing to their
strenghts? Evidence that specialization in the private equity indus-
try confers competitive advantage’. Journal of Corporate Finance 13,
647-669.

Cressy, R., F. Munari, and A. Malipiero (2011), ‘Creative destruction?
Evidence that buyouts shed jobs to raise returns’. Venture Capital
13, 1-22.

Cumming, D. and U. Walz (2010), ‘Private equity returns and disclo-
sure around the world’. Journal of International Business Studies
41, 727-754.

Cusatis, P. J., J. A. Miles, and R. J. Woolridge (1993), ‘Restructuring
through spinoffs: The stock market evidence’. Journal of Financial
FEconomics 33, 293-311.

Daines, R. and M. Kausner (2004), ‘Agents protecting agents: An
empirical study of takeover defenses in spinoffs’. Working paper,
Stanford University.

Daley, L., V. Mehrotra, and R. Sivakumar (1997), ‘Corporate focus and
value creation: Evidence of spinoffs’. Journal of Financial Economics
45, 257-281.

Danielova, A. N. (2008), ‘Tracking stock or spin-off? Determinants of
choice’. Financial Management 37, 125-139.

Dasgupta, S. and S. Titman (1998), ‘Pricing strategy and financial
policy’. Review of Financial Studies 11, 705-737.

Datta, S., M. Iskandar-Datta, and K. Raman (2003), ‘Value creation in
corporate asset sales: The role of managerial performance and lender
monitoring’. Journal of Banking and Finance 27, 351-375.

Datta, S. and M. E. Iskandar-Datta (1995), ‘Corporate partial acquisi-
tions, total firm valuation and the effect of financing method’. Jour-
nal of Banking and Finance 19, 97-115.

Datta, S. and M. E. Iskandar-Datta (1996), ‘Who gains from corporate
asset sales?’. Journal of Financial Research 19, 41-58.

Davis, S. J., J. Haltiwanger, R. Jarmin, J. Lerner, and J. Miranda
(2011), ‘Private equity and employment’. Chicago Booth Paper No.
11-31.



Full text available at: http://dx.doi.org/10.1561/0500000028

References 115

DeAngelo, L., H. DeAngelo, and E. M. Rice (1984), ‘Going private
minority freezeouts and stockholder wealth’. Journal of Law and Eco-
nomics 27, 367-401.

DeAngelo, L. E. (1986), ‘Accounting numbers as market valuation sub-
stitutes: A study of management buyouts of public stockholders’.
Accounting Review 61, 400-420.

Degeorge, F. and R. Zeckhauser (1993), ‘The reverse LBO decision
and firm performance: Theory and evidence’. Journal of Finance 48,
1323-1348.

Demiroglu, C. and C. M. James (2010), ‘The role of private equity group
reputation in LBO financing’. Journal of Financial Economics 96,
306-330.

Denis, D. J. (1990), ‘Defensive changes in corporate payout policy:
Share repuchases and special dividends’. Journal of Finance 46,
1433-1456.

Denis, D. J. (1994), ‘Organizational form and the consequences of
highly leveraged transactions: Kroger’s recapitalization and Safe-
way’s LBO’. Journal of Financial Economics 36, 193-224.

Denis, D. J. and D. K. Denis (1993), ‘Leveraged recaps and the curbing
of corporate overinvestment’. Journal of Applied Corporate Finance
6, 60-71.

Denis, D. J. and D. K. Denis (1995), ‘Causes of financial distress fol-
lowing leveraged recapitalizations’. Journal of Financial Economics
37, 129-157.

Denis, D. K. and D. K. Shome (2005), ‘An empirical investigation
of corporate asset downsizing’. Journal of Corporate Finance 11,
427-448.

Desai, C. A., M. S. Klock, and S. A. Mansi (2011), ‘On the acquisition
of equity carve-outs’. Journal of Banking and Finance 35, 3432—
3449.

Desai, H. and P. C. Jain (1999), ‘Firm performance and focus: Long-run
stock market performance following spinoffs’. Journal of Financial
Economics 54, 75-101.

Dittmar, A. (2004), ‘Capital structure in corporate spin-offs’. Journal
of Business 77, 9—43.

Dittmar, A. and A. Shivdasani (2003), ‘Divestitures and divisional
investment policies’. Journal of Finance 58, 2711-2743.



Full text available at: http://dx.doi.org/10.1561/0500000028

116 References

Driessen, J., T.-C. Lin, and L. Phalippou (2011), ‘A new method to
estimate risk and return of non-traded assets from cash flows: The
case of private equity funds’. Journal of Financial and Quantitative
Analysis, forthcoming.

D’Souza, J. and J. Jacob (2000), ‘Why firms issue targeted stock’. Jour-
nal of Financial Economics 56, 459—-483.

Eckbo, B. E., R. W. Masulis, and . Norli (2007), ‘Security offerings’.
In: B. E. Eckbo (ed.): Handbook of Corporate Finance: Empirical
Corporate Finance, vol. 1. chap. 6. North-Holland, Handbooks in
Finance Series: Elsevier, pp. 233-374.

Eckbo, B. E. and K. S. Thorburn (2008), ‘Corporate restructuring:
Breakups and LBOs’. In: B. E. Eckbo (ed.): Handbook of Cor-
porate Finance: Empirical Corporate Finance, vol. 2. chap. 16.
North-Holland, Handbooks in Finance Series: Elsevier, pp. 429-493.

Edmans, A. (2011), ‘Short-term termination without deterring long-
term investment: A theory of debt and buyouts’. Journal of Financial
Economics 102, 81-101.

Elder, J., P. K. Jain, and J.-C. Kim (2005), ‘Do tracking stock reduce
information asymmetries? An analysis of liquidity and adverse selec-
tion’. Journal of Financial Research 28, 197-213.

Elder, J. and P. Westra (2000), ‘The reaction of security prices to track-
ing stock announcements’. Journal of Economics and Finance 24,
36-55.

Fama, E. F. and K. R. French (1993), ‘Common risk factors in the
returns on stocks and bonds’. Journal of Financial Economics 43,
3-56.

Fauver, L., J. Houston, and A. Naranjo (2003), ‘Capital market devel-
opment, international integration, legal systems, and the value of cor-
porate diversification: A cross-country analysis’. Journal of Financial
and Quantitative Analysis 38, 135-157.

Fidrmuc, J. P.; A. Palandri, P. Roosenboom, and D. van Dijk (2012),
‘Do private equity investors crowd out management buyouts’. Review
of Finance, forthcoming.

Fluck, Z. and A. W. Lynch (1999), ‘Why do firms merger and then
divest? A theory of financial synergy’. Journal of Business 72,
319-346.



Full text available at: http://dx.doi.org/10.1561/0500000028

References 117

Francoeur, C. and A. Niyubahwe (2009), ‘Stock market reaction to
sell-offs announcements: Canadian evidence’. Banking and Finance
Review 1, 85-98.

Frank, M. Z. and V. K. Goyal (2008), ‘Trade-off and pecking order the-
ories of debt’. In: B. E. Eckbo (ed.): Handbook of Corporate Finance:
Empirical Corporate Finance, vol. 2. chap. 12. North-Holland, Hand-
books in Finance Series: Elsevier, pp. 135-202.

Fulghieri, P. and S. Nagarajan (1996), ‘On the strategic role of high
leverage in entry deterrence’. Journal of Banking and Finance 20,
1-23.

Fulghieri, P. and M. Sevilir (2011), ‘Mergers, spinoffs, and employee
incentives’. Review of Financial Studies 24, 2207-2241.

Galai, D. and R. W. Masulis (1976), ‘The option pricing model and the
risk factor of stock’. Journal of Financial Economics 3, 53-81.

Garvey, G. T. (1992), ‘Leveraging the underinvestment problem: How
high debt and management shareholdings solve the agency costs of
free cash flow’. Journal of Financial Research 15, 149-166.

Garvey, G. T. (1995), ‘Debt finance and the cost of management owner-
ship: Some elementary results’. Managerial and Decision Economics
16, 37-46.

Gertner, R., E. Powers, and D. Scharstein (2002), ‘Learning about
internal capital markets and corporate spin-offs’. Journal of Finance
57, 2479-2506.

Gillan, S., J. W. Kensinger, and J. D. Martin (2000), ‘Value creation
and corporate diversification: The case of Sears Roebuck & Co.’.
Journal of Financial Economics 55, 103-137.

Gilson, S. C., P. M. Healy, C. F. Noe, and K. G. Palepu (2001),
‘Analyst specialization and conglomerate stock breakups’. Journal
of Accounting Research 39, 565—582.

Gleason, K., J. Madura, and A. K. Pennathur (2006), ‘Valuation and
performance of reacquisitions following equity carve-outs’. Financial
Review 41, 229-246.

Goldman, E. (2004), ‘The impact of stock market information produc-
tion on internal resource allocation’. Journal of Financial Economics

71, 143-167.



Full text available at: http://dx.doi.org/10.1561/0500000028

118 References

Gong, J. J. and S. Y. Wu (2011), ‘CEO turnover in private equity
sponsored leveraged buyouts’. Furopean Financial Management 16,
805-828.

Gorbenko, A. S. and A. Malenko (2010), ‘Strategic and financial bidders
in takeover auctions’. Working paper, London Business School.

Grinstein, Y. (2006), ‘The disciplinary role of debt and equity con-
tracts: Theory and tests’. Journal of Financial Intermediation 15,
419-443.

Groh, A. P. and O. Gottschalg (2011), ‘The effect of leverage on the
cost of capital of US buyouts’. Journal of Banking and Finance 35,
2099-2110.

Grossman, S. J. and O. D. Hart (1986), ‘The costs and benefits of
ownership: A theory of vertical and lateral integration’. Journal of
Political Economy 94, 691-719.

Guo, S., E. S. Hotchkiss, and W. Song (2011), ‘Do buyouts (still) create
value?’. Journal of Finance 66, 479-517.

Gupta, A. and L. Rosenthal (1991), ‘Ownership structure, leverage,
and firm value: The case of leveraged recapitalizations’. Financial
Management 20, 69-83.

Haddad, V., E. Loualiche, and M. Plosser (2011), ‘Buyout activity and
asset prices’. Working paper, University of Chicago.

Hafzalla, N. M. (2009), ‘Managerial incentives for discretionary dis-
closure: Evidence from management leveraged buyouts’. Review of
Accounting Studies 14, 507-533.

Halpern, P., R. Kieschnick, and W. Rotenberg (1999), ‘On the hetero-
geneity of leveraged going private transactions’. Review of Financial
Studies 12, 281-309.

Halpern, P., R. Kieschnick, and W. Rotenberg (2009), ‘Determinants
of financial distress and bankruptcy in highly levered transactions’.
Quarterly Review of Economics and Finance 49, 772-783.

Hand, J. R. M. and T. R. Skantz (1998), ‘The economic determinants
of accounting choices: The unique case of equity carve-outs under
SAB 51°. Journal of Accounting and Economics 24, 175-203.

Handa, P. and A. R. Radhakrishnan (1991), ‘An empirical investigation
of leveraged recapitalizations with cash payout as takeover defense’.
Journal of Finance 2(June), 731-745.



Full text available at: http://dx.doi.org/10.1561/0500000028

References 119

Hanson, R. C. and M. H. Song (2000), ‘Managerial ownership, board
structure, and the division of gains’. Journal of Corporate Finance
6, 55-70.

Hanson, R. C. and M. H. Song (2003), ‘Long-term performance of
divesting firms and the effect of managerial ownership’. jeaf 27, 321—
336.

Harford, J. and A. Kolasinski (2011), ‘How do private equity sponsors
add value? Evidence from a comprehensive sample of large buyouts
and exit outcomes’. Working paper, University of Washington.

Harlow, W. V. and J. S. Howe (1993), ‘Leveraged buyouts and insider
nontrading’. Financial Management 22, 109-118.

Harper, J. T. and J. Madura (2002), ‘Sources of hidden value and risk
within tracking stock’. Financial Management 31, 91-109.

Harris, O. and C. Glegg (2008), ‘The wealth effects of cross-
border spinoffs’. Journal of Multinational Financial Management 18,
461-476.

Harris, O. and J. Madura (2010), ‘Cause and effects of poison pill
adoptions by spinoff units’. Journal of Economics and Business 62,
307-330.

Harris, O. and J. Madura (2011), ‘Why are proposed spinoffs with-
drawn?’. Quarterly Review of Economics and Finance 51, 69-81.
Harris, R., T. Jenkinson, and S. N. Kaplan (2011), ‘Private equity per-
formance: What do we know?’. Working paper No. 11-44, University

of Chicago Booth School of Business.

Harris, R., D. S. Siegel, and M. Wright (February 2005), ‘Assessing the
impact of management buyouts on economic efficiency: Plant-level
evidence form the United Kingdom’. The Review of Economics and
Statistics 87(1), 148-153.

Hart, O. D. and J. Moore (1990), ‘Property rights and the nature of
the firm’. Journal of Political Economy 88, 1119-1158.

Hass, J. J. (1996), ‘Directorial fiduciary duties in a tracking stock equity
structure: The need for a duty of fairness’. Michigan Law Review 94,
2089-2177.

Healy, P. M. and K. G. Palepu (1995), ‘The challenges of investor com-
munication: The case of CUC International Inc.’. Journal of Finan-
ctal Economics 38, 111-140.



Full text available at: http://dx.doi.org/10.1561/0500000028

120 References

Hege, U., S. Lovo, M. B. Slovin, and M. E. Sushka (2011), ‘How does
private equity bid in corporate asset sales?’. Working paper, HEC
Paris.

Higson, C. and R. Stucke (2011), ‘The performance of private equity’.
Working paper, London Business School.

Hirschey, M., M. B. Slovin, and J. K. Zaima (1990), ‘Bank debt, insider
trading, and the return to corporate selloffs’. Journal of Banking and
Finance 14, 85-98.

Hirschey, M. and J. K. Zaima (1989), ‘Insider trading, ownership struc-
ture, and the market assessment of corporate sell-offs’. Journal of
Finance 44, 971-980.

Hite, G. L. and J. E. Owers (1983), ‘Security price reactions around
corporate spin-off announcements’. Journal of Financial Economics
12, 409-436.

Hite, G. L., J. E. Owers, and R. C. Rogers (1987), ‘The market for
interfirm asset sales: Partial sell-offs and total liquidations’. Journal
of Financial Economics 18, 229-252.

Hogan, K. M. and G. T. Olson (2004), ‘The pricing of equity carve-outs
during the 1990s’. Journal of Financial Research 27, 521-537.

Holthausen, R. W. and D. F. Larcker (1996), ‘The financial perfor-
mance of reverse leveraged buyouts’. Journal of Financial Economics
42, 293-332.

Hotchkiss, E., D. C. Smith, and P. Stromberg (2011), ‘Private equity
and the resolution of financial distress’. Working paper, Stockholm
Institute of Financial Research.

Hotchkiss, E. S., K. John, R. Mooradian, and K. S. Thorburn (2008),
‘Bankruptcy and the resolution of financial distress’. In: B. E. Eckbo
(ed.): Handbook of Corporate Finance: Empirical Corporate Finance,
vol. 2. chap. 14. North-Holland, Handbooks in Finance Series: Else-
vier, pp. 235-289.

Huang, J. (2010), ‘Hedge funds and shareholder wealth gains in lever-
aged buyouts’. Working paper, National University of Singapore.
Hulburt, H. M. (2003), ‘Equity carve-outs and changes in corporate

control’. Journal of Applied Business Research 19, 29-40.

Hulburt, H. M., J. A. Miles, and J. R. Woolridge (2002), ‘Value creation

from equity carve-outs’. Financial Management 31, 83-100.



Full text available at: http://dx.doi.org/10.1561/0500000028

References 121

Huson, M. R. and G. MacKinnon (2003), ‘Corporate spinoffs and infor-
mation asymmetry between investors’. Journal of Corporate Finance
9, 481-503.

IIT Bartlett, R. P. and A. B. Poulsen (2010), ‘The determinants of
buyout returns: Does transaction strategy matter?’. Working paper,
University of Georgia.

Ippolito, R. A. and W. H. James (1992), ‘LBOs, reversions and implicit
contracts’. Journal of Finance 47, 139-167.

Ivashina, V. and A. Kovner (2009), ‘The private equity advantage:
Leveraged buyout firms and relationship banking’. Review of Finan-
cial Studies 24, 2462-2498.

Jain, B. A., O. Kini, and J. Shenoy (2011), ‘Vertical divestitures
through equity carve-outs and spin-offs: A product markets perspec-
tive’. Journal of Financial Economics 100, 594-615.

Jain, P. C. (1985), ‘The effect of voluntary sell-off announcements on
shareholder wealth’. Journal of Finance 40, 209-224.

Jenkinson, T. and R. Stucke (2011), ‘Who benefits from the leverage
in LBOs?’. Working paper, Oxford University.

Jensen, M. C. (1986), ‘Agency costs of free cash flow, corporate finance
and takeovers’. American Economic Review 76, 323-329.

Jensen, M. C. (1989), ‘Eclipse of the public corporation’. Harvard Busi-
ness Review September—October, 61-74.

Jensen, M. C., S. N. Kaplan, and L. Stiglin (1989), ‘Effects of LBOs
on tax revenues of the U.S. treasury’. Tax Notes 42, 727-733.

Jensen, M. C. and W. Meckling (1976), ‘Theory of the firm: Managerial
behavior, agency costs, and capital structure’. Journal of Financial
FEconomics 3, 305-360.

John, K. and E. Ofek (1995), ‘Asset sales and increase in focus’. Journal
of Financial Economics 37, 105-126.

Jones, C. and M. Rhodes-Kropf (2004), ‘The price of diversifyable risk
in venture capital and private equity’. Working paper, Harvard Busi-
ness School.

Kaiser, K. M. and A. Stouraitis (2001a), ‘Agency costs and strategic
considerations behind sell-offs: The UK evidence’. Furopean Finan-
ctal Management 7, 319-349.



Full text available at: http://dx.doi.org/10.1561/0500000028

122  References

Kaiser, K. M. and A. Stouraitis (2001b), ‘Reversing corporate diver-
sification and the use of the proceeds from asset sales: The case of
Thorn EMI’. Financial Management 30, 63—-102.

Kalay, A. and M. Lemmon (2008), ‘Payout policy’. In: B. E. Eckbo
(ed.): Handbook of Corporate Finance: Empirical Corporate Finance,
vol. 2. chap. 10. North-Holland, Handbooks in Finance Series:
Elsevier.

Kaplan, S. N. (1989a), ‘The effects of management buyouts on oper-
ating perfomance and value’. Journal of Financial Economics 24,
217-254.

Kaplan, S. N. (1989b), ‘Management buyouts: Evidence on taxes as a
source of value’. Journal of Finance 44, 611-632.

Kaplan, S. N. (1991), ‘The staying power of leveraged buyouts’. Journal
of Financial Economics 29, 287-313.

Kaplan, S. N., M. M. Klebanov, and M. Sorensen (2011), ‘Which
CEQO characteristics and abilities matter?’. Journal of Finance,
forthcoming.

Kaplan, S. N. and A. Schoar (2005), ‘Private equity performance:
Returns, persistence, and capital flows’. Journal of Finance 60,
1791-1823.

Kaplan, S. N. and J. C. Stein (1990), ‘How risky is the debt in highly
leveraged transactions? Evidence from public recaptalizations’.
Working paper, NBER 3390.

Kaplan, S. N. and P. Stromberg (2009), ‘Leverage buyouts and private
equity’. Journal of Economic Perspectives 23, 121-146.

Kaplan, S. N. and M. S. Weisback (1992), ‘The success of acquisitions:
Evidence from divestitures’. Journal of Finance 47, 107-138.

Kim, C. E. (1998), ‘The effects of asset liquidity: Evidence from the
contract drilling industry’. Journal of Financial Intermediation 7,
151-176.

Kiymaz, H. (2006), ‘The impact of announced motives, financial dis-
tress, and industry affiliation on shareholders’ wealth: Evidence from
large sell-offs’. Quarterly Journal of Business and Economics 45,
65-89.



Full text available at: http://dx.doi.org/10.1561/0500000028

References 123

Klein, A. (1986), ‘The timing and substance of divestiture announce-
ments: Individual, simultaneous and cumulative effects’. Journal of
Finance 41, 685-517.

Klein, A. and J. Rosenfeld (2010), ‘The long-run performance of spon-
sored and conventional spin-offs’. Financial Management 39, 227—
247.

Klein, A., J. Rosenfeld, and W. Beranek (1991), ‘The two stages of
an equity carve-out and the price response of parent and subsidiary
stock’. Managerial and Decision Economics 12, 449-460.

Klein, B., R. G. Crawford, and A. A. Alchian (1978), ‘Vertical integra-
tion, appropriable rents, and the competitive contracting process’.
Journal of Law and Economics 21, 297-326.

Kracaw, W. A. and M. Zenner (1996), ‘The wealth effects of bank
financing announcements in highly leveraged transactions’. Journal
of Finance 51, 1931-1946.

Krishnaswami, S. and V. Subramaniam (1999), ‘Information asymme-
try, valuation, and the corporate spin-oft’. Journal of Financial Eco-
nomics 53, 73—-112.

Kruse, T. A. (2002), ‘Asset liquidity and the determinants of asset sales
by poorly performing firms’. Financial Management 31, 107-129.
Lamont, O. A. and C. Polk (2002), ‘Does diversification destroy value?
Evidence from industry shocks’. Journal of Financial Economics 63,

613-635.

Lamont, O. A. and R. H. Thaler (2003), ‘Can the market add and
subtract? Mispricing in tech stock carve-outs’. Journal of Political
Economy 111, 227-268.

Lang, L., A. Poulsen, and R. Stulz (1995), ‘Asset sales, firm perfor-
mance, and the agency costs of managerial discretion’. Journal of
Financial Economics 37, 3-37.

Lang, L. H. P. and R. M. Stulz (1994), ‘Tobin’s q, corporate diversi-
fication, and firm performance’. Journal of Political Economy 102,
1248-1280.

Lee, D. S. (1992), ‘Management buyout proposals and inside informa-
tion’. Journal of Finance 47, 1061-1079.



Full text available at: http://dx.doi.org/10.1561/0500000028

124  References

Lehn, K. and A. Poulsen (1989), ‘Free cash flow and stockholder gains
in going private transactions’. Journal of Finance 44, T71-787.

Lerner, J., M. Sorensen, and P. Stromberg (2011), ‘Private equity and
long-run investment: The case of innovation’. Journal of Finance 66,
445-477.

Levis, M. (2011), ‘The performance of private equity-backed IPOs’.
Financial Management 40, 253-277.

Li, X., J. Q. Qian, and J. L. Zhu (2012), ‘Do investors understand oper-
ational engineering before management buyouts?’. Working paper,
Boston College.

Lichtenberg, F. and D. Siegel (1990), ‘The effects of leveraged buyouts
on productivity and related aspects of firm behavior’. Journal of
Finance Economics 27, 165-194.

Liebeskind, J., M. Wiersema, and G. Hansen (1992), ‘LBOs, corpo-
rate restructuring, and the incentive-intensity hypothesis’. Financial
Management 21, 73-88.

Linn, S. C. and M. S. Rozeff (1984), ‘The corporate sell-off’. Midland
Corporate Finance Journal 2, 17-26.

Lins, K. and H. Servaes (1999), ‘International evidence on the value of
corporate diversification’. Journal of Finance 54, 2215-2239.

Liu, M. H. (2005), ‘Information content of conglomerate stock
breakups’. Working paper, University of Kentucky.

Ljungqvist, A. and M. Richardson (2003), ‘The cash flow, return and
risk characteristics of private equity’. Working paper, New York Uni-
versity.

Logue, D. E., J. K. Seward, and J. P. Walsh (1996), ‘Rearranging resid-
ual claims: A case for targeted stock’. Financial Management 25,
43-61.

Loh, C., J. R. Bezjak, and H. Toms (1995), ‘Voluntary corporate
divestitures as antitakeover mechanisms’. Financial Review 30,
41-60.

Long, W. and D. Ravenscraft (1993), ‘LBOs, debt and R&D intensity’.
Strategic Management Journal 14, 119-135.

MacMinn, R. D. and P. L. Brockett (1995), ‘Corporate spin-offs as a
value enhancing technique when faced with legal liability’. Insurance:
Mathematics and Economics 16, 63—68.



Full text available at: http://dx.doi.org/10.1561/0500000028

References 125

Maksimovic, V. (1995), ‘Financial structure and product market com-
petition’. In: R. A. Jarrow, V. Maksimovic, and W. T. Ziemba
(eds.): Finance . chap. 27. North-Holland, Handbooks in Operations
Research and Management Science Series: Elsevier, pp. 887-920.

Maksimovic, V. and G. Phillips (2001), ‘The market for corporate
assets: Who engages in mergers and asset sales and are there effi-
ciency gains?’. Journal of Finance 56, 2019-2065.

Maksimovic, V. and G. Phillips (2007), ‘Conglomerate firms and inter-
nal capital markets’. In: B. E. Eckbo (ed.): Handbook of Corpo-
rate Finance: Empirical Corporate Finance, vol. 1. chap. 9. North-
Holland, Handbooks in Finance Series: Elsevier, pp. 423-479.

Marais, L., K. Schipper, and A. Smith (1989), ‘Wealth effects of going
private for senior securities’. Journal of Finance Economics 23, 155—
191.

Marquez, R. and R. Singh (2009), ‘The economics of club bidding in
private equity’. Working paper, Boston University.

Masulis, R. (1987), ‘Changes in ownership structure: Conversions of
mutual savings and loans to stock charter’. Journal of Financial Eco-
nomics 18, 29-60.

Masulis, R. and R. Thomas (2009), ‘Does private equity create wealth?
The effects of private page 165 fif-restru2.bib equity and derivatives
on corporate governance’. University of Chicago Law Review 76, 219—
260.

Maxwell, W. F. and R. P. Rao (2003), ‘Do spin-offs expropriate wealth
from bondholders?’. Journal of Finance 58, 2087-2108.

Maydew, E. L., K. Schipper, and L. Vincent (1999), ‘The impact of
taxes on the choice of divestiture method’. Journal of Accounting
and Economics 28, 117-150.

McConnell, J. J., M. Ozbilgin, and S. Wahal (2001), ‘Spin-offs, ex ante’.
Journal of Business 74, 245-280.

McNeil, C. and W. T. Moore (2005), ‘Dismantling internal capital mar-
kets vis spinoff: Effects on capital allocation efficiency and firm val-
uation’. Journal of Corporate Finance 11, 253-275.

Megginson, W. and J. Netter (2001), ‘From state to market: A survey of
empirical studies on privatization’. Journal of Economic Literature
39, 321-389.



Full text available at: http://dx.doi.org/10.1561/0500000028

126  References

Mehran, H. and S. Peristiani (2010), ‘Financial visibility and the deci-
sion to go private’. Review of Financial Studies 23, 519-547.

Metrick, A. and A. Yasuda (2010), ‘The economics of private equity
funds’. Review of Financial Studies 23, 2303-2341.

Meuleman, M., M. Wright, S. Manigart, and A. Lockett (2009), ‘Private
equity syndication: Agency costs, reputation and collaborations’.
Journal of Business Finance € Accounting 36, 616—644.

Michaely, R. and W. H. Shaw (1995), ‘The choice of going public: Spin-
offs vs. carve-outs’. Financial Management 24, 5-21.

Miles, J. A. and J. D. Rosenfeld (1983), ‘The effect of voluntary spin-
off announcements on shareholder wealth’. Journal of Finance 38,
1597-1606.

Mulherin, J. H. and A. L. Boone (2000), ‘Comparing acquisitions and
divestitures’. Journal of Corporate Finance 6, 117-139.

Muller, H. M. and F. Panunzi (2004), ‘Tender offers and leverage’.
Quarterly Journal of Economics 119, 1217-1248.

Muscarella, C. and M. Versuypens (1990), ‘Efficiency and organiza-
tional structure: A study of reverse LBOs’. Journal of Finance 45(5),
1389-1413.

Myers, S. C. (1977), ‘Determination of corporate borrowing’. Journal
of Financial Economics 4, 147-175.

Myers, S. C. and N. S. Majluf (1984), ‘Corporate financing and invest-
ment decisions when firms have information that investors do not
have’. Journal of Financial Economics 13, 187-221.

Nanda, V. (1991), ‘On the good news in equity carve-outs’. Journal of
Finance 46, 1717-1737.

Nanda, V. and M. Narayanan (1999), ‘Disentangling value: Financing
needs, firm scope and divestitures’. Journal of Financial Intermedi-
ation 8, 174-204.

Newbould, G. D., R. E. Chatfield, and R. F. Anderson (1992),
‘Leveraged buyouts and tax incentives’. Financial Management 21,
50-57.

Nikoskelainen, E. and M. Wright (2007), ‘The impact of corporate gov-
ernance mechanisms on value increase in leveraged buyouts’. Journal
of Corporate Finance 13, 511-537.



Full text available at: http://dx.doi.org/10.1561/0500000028

References 127

Nixon, T. D., R. L. Roenfeldt, and N. W. Sicherman (2000), ‘The choice
between spin-offs and sell-offs’. Review of Quantitative Finance and
Accounting 14, 277-288.

Ofek, E. (1993), ‘Capital structure and firm response to poor perfor-
mance: An empirical analysis’. Journal of Financial Economics 34,
3-30.

Ofek, E. (1994), ‘Efficiency gains in unsuccessful management buyouts’.
Journal of Finance 49, 637-654.

Officer, M. S. (2007), ‘The price of corporate liquidity: Acquisition
discounts for unlisted targets’. Journal of Financial Economics 83,
571-598.

Officer, M. S., O. Ozbas, and B. A. Sensoy (2011), ‘Club deals in lever-
aged buyouts’. Journal of Financial Economics 98, 214-240.

Opler, T. and S. Titman (1993), ‘The determinants of leveraged buy-
out activity: Free cash flow vs. financial distress costs’. Journal of
Finance 48, 1985-1999.

Owen, S., L. Shi, and A. Yawson (2010), ‘Divestitures, wealth effects
and corporate governance’. Accounting and Finance 50, 389-415.
Parrino, R. (1997), ‘Spinoffs and wealth transfers: The marriott case’.

Journal of Financial Economics 43, 241-274.

Parsons, C. and S. Titman (2008), ‘Capital structure and corporate
strategy’. In: B. E. Eckbo (ed.): Handbook of Corporate Finance:
Empirical Corporate Finance, vol. 2. chap. 13. North-Holland, Hand-
books in Finance Series: Elsevier, pp. 203-234.

Peck, S. W. (1996), ‘The influence of professional investors on the
failure of management buyout attempts’. Journal of Financial Eco-
nomics 40, 264-294.

Perotti, E. and S. Rossetto (2007), ‘Unlocking value: Equity carve outs
as strategic real options’. Journal of Corporate Finance 13, 771-792.

Perotti, E. C. and K. E. Spier (1993), ‘Capital structure as a bargain-
ing tool: The role of leverage in contract renegotiation’. American
Economic Review 83, 1131-1141.

Perry, S. E. and T. H. Williams (1994), ‘Earnings management pre-
ceding management buyout offers’. Journal of Accounting and FEco-
nomsics 18, 157-179.



Full text available at: http://dx.doi.org/10.1561/0500000028

128  References

Peyer, U. C. and A. Shivdasani (2001), ‘Leverage and internal capi-
tal markets: Evidence from leveraged recaptializations’. Journal of
Financial Economics 59, 477-515.

Phalippou, L. (2009), ‘Beware of venturing into private equity’. Journal
of Economic Perspectives 23, 147-166.

Phalippou, L. (2012), ‘Performance of buyout funds revisited’. Working
paper, University of Oxford.

Phallipou, L. and O. Gottschalg (2008), ‘Governance effects of LBO
events’. Working paper, Syracuse University.

Phallipou, L. and O. Gottschalg (2009), ‘The performance of private
equity funds’. Review of Financial Studies 22, 1747-1776.

Phillips, G. M. (1995), ‘Increased debt and industry product markets:
An empirical analysis’. Journal of Financial Economics 37, 189-238.

Povel, P. and R. Singh (2010), ‘Stapled finance’. Journal of Finance
55, 927-953.

Powers, E. A. (2003), ‘Deciphering the motives for equity carve-outs’.
Journal of Financial Research 26, 31-50.

Prezas, A. P., M. Tarimcilar, and G. K. Vasudevan (2000), ‘The pricing
of equity carve-outs’. Financial Review 35, 123-138.

Pulvino, T. (1998), ‘Do asset fire-sales exist? An empirical investi-
gation of commercial aircraft transactions’. Journal of Finance 53,
939-978.

Pyo, U. (2007), ‘Enhancing managerial incentives and value creation:
Evidence from corporate spinoffs’. Journal of Empirical Finance 31,
341-358.

Qian, B. and S. Sudarsanam (2007), ‘Shareholder value gains from
European spinoffs: The effect of internal and external control mech-
anisms’. Working paper, Cranfield University.

Rajan, R., H. Servaes, and L. Zingales (2000), ‘The cost of diversity:
The diversification discount and inefficient investment’. Journal of
Finance 55, 35-80.

Ramey, V. A. and M. D. Shapiro (2001), ‘Displaced capital: A study
of aerospace plant closings’. Journal of Political Economy 109,
958-992.

Rappaport, A. (1990), ‘The staying power of the public corporation’.
Harvard Business Review 1, 96—104.



Full text available at: http://dx.doi.org/10.1561/0500000028

References 129

Renneboog, L., T. Simons, and M. Wright (2007), ‘Why do firms go
private in the UK? The impact of private equity investors, incentive
realignment and undervaluation’. Journal of Corporate Finance 13,
591-628.

Robinson, D. T. and B. A. Sensoy (2011a), ‘Cyclicality, performance
measurement, and cash flow liquidity in private equity’. NBER Work-
ing paper 17428.

Robinson, D. T. and B. A. Sensoy (2011b), ‘Do private equity fund
managers earn their fees? Compensation, ownership, and cash flow
performance’. Working paper, Duke University.

Roden, D. M. and W. G. Lewellen (1995), ‘Corporate capital structure
decisions: Evidence from leveraged buyouts’. Financial Management
24, 76-87.

Rosenfeld, J. D. (1984), ‘Additional evidence on the relation between
divestiture announcements and shareholder wealth’. Journal of
Finance 39, 1437-1448.

Ross, S. (1977), ‘The determination of financial structure: The incentive
signalling approach’. Bell Journal of Economics 8, 23—40.

Scharfstein, D. S. and J. C. Stein (2000), ‘The dark side of internal
capital markets: Divisional rent-seeking and inefficient investment’.
Journal of Finance 55, 2537-2564.

Schipper, K. and A. Smith (1983), ‘Effects of recontracting on share-
holder wealth: The case of voluntary spinoffs’. Journal of Financial
FEconomics 12, 437-467.

Schipper, K. and A. Smith (1986), ‘A comparison of equity carve-
outs and seasoned equity offerings: Share price effects and corporate
restructuring’. Journal of Financial Economics 15, 153—186.

Schipper, K. and A. Smith (1991), ‘Effects of management buyouts on
corporate interest and depreciation tax deductions’. Journal of Law
and Economics 34, 295-341.

Schlingemann, F. P., R. M. Stulz, and R. A. Walkling (2002), ‘Divesti-
tures and the liquidity of the market for corporate assets’. Journal
of Financial Economics 64, 117-144.

Senbet, L. W. and T. Y. Wang (2012), ‘Corporate financial distress
and bankruptcy: A survey’. Foundations and Trends in Finance 5,
243-335.



Full text available at: http://dx.doi.org/10.1561/0500000028

130 References

Seoungpil, A. and D. J. Denis (2004), ‘Internal capital markets and
investment policy: Evidence of corporate spinoffs’. Journal of Finan-
ctal Economics 71, 489-516.

Servaes, H. (1994), ‘Do takeover targets invest’. Review of Financial
Studies 7, 253-277.

Seward, J. K. and J. P. Walsh (1995), ‘The acquisition of restructured
firms: An illustration of market’. Journal of Economics and Manage-
ment Strategy 3, 585-603.

Shivdasani, A. and Y. Wang (2011), ‘Did structured credit fuel the
LBO boom?’. Journal of Finance 56, 1291-1328.

Shleifer, A. and R. W. Vishny (1992), ‘Liquidation values and debt
capacity: A market equilibrium approach’. Journal of Finance 47,
1343-1366.

Sicherman, N. W. and R. H. Pettway (1992), ‘Wealth effects for buyers
and sellers of the same divested assets’. Financial Management 21,
119-128.

Slovin, M., M. Sushka, and S. Ferraro (1995), ‘A comparison of the
information conveyed by equity carve-outs, spin-offs, and asset sell-
offs’. Journal of Financial Economics 37, 89-104.

Slovin, M. B., M. E. Sushka, and Y. M. Bendeck (1991), ‘The intra-
industry effect of going-private transactions’. Journal of Finance 46,
1537-1550.

Smith, A. J. (1990), ‘The case of management buyouts’. Journal of
Financial Economics 27, 143-164.

Stanfield, J. (2011), ‘Syndication, networks, and leveraged buyout
exits’. Working paper, University of New South Wales.

Stromberg, P. (2008), ‘The new demography of private equity’. World
Economic Forum: The Global Economic Impact of Private Equity
Report.

Stuart, T. E. and S. Yim (2010), ‘Board interlocks and the propensity
to be targeted in private equity transactions’. Journal of Financial
FEconomics 97, 174-189.

Stucke, R. (2011), ‘Updating history’. Working paper, University of
Oxford.

Stulz, R. M. (1990), ‘Managerial discretion and optimal financing poli-
cies’. Journal of Financial Economics 26, 3-27.



Full text available at: http://dx.doi.org/10.1561/0500000028

References 131

Sun, M. and P.-G. Shu (2011), ‘The valuation effects of equity carve-
outs’. Applied Economic Letters 18, 837-891.

Tehranian, H., N. G. Travlos, and J. F. Waegelein (1987), ‘The effect of
long-term performance plans on corporate sell-off-induced abnormal
returns’. Journal of Finance 42, 933-942.

Thompson, T. H. (2010), ‘Partial price adjustments and equity carve-
outs’. Financial Review 45, 734-759.

Tykvova, T. and M. Borell (2011), ‘Do private equity owners increase
risk of financial distress and bankrutpcy?’. Journal of Corporate
Finance, forthcoming.

Ughetto, E. (2010), ‘Assessing the contribution to innovation of private
equity investors: A study on European buyouts’. Research Policy 39,
126-140.

Van de Gucht, L. M. and W. T. Moore (1998), ‘Predicting the duration
and reversal probability of leveraged buyouts’. Journal of Empirical
Finance 5, 299-315.

Veld, C. and Y. V. Veld-Merkoulova (2004), ‘Do spin-offs really create
value? The European case’. Journal of Banking and Finance 28,
1111-1135.

Veld, C. and Y. V. Veld-Merkulova (2008), ‘An empirical analysis of
the stockholder-bondholder conflict in corporate spin-offs’. Financial
Management 37, 103—-124.

Vijh, A. (1999), ‘Long—term returns from equity carve outs’. Journal
of Financial Economics 54, 273-308.

Vijh, A. M. (1994), ‘The spinoff and merger ex-date effects’. Journal
of Finance 49, 581-609.

Vijh, A. M. (2002), ‘The positive announcement-period returns of
equity carveouts: Asymmetric information or divestiture gains?’.
Journal of Business 75, 153—190.

Vijh, A. M. (2006), ‘Does a parent-subsidiary structure enhance financ-
ing flexibility’. Journal of Finance 59, 1337-1360.

Wagner, H. F. (2004), ‘The equity Carve-out decision’. Working paper,
University of Munich.

Walker, M. (1998), ‘Leverage recapitalization, operating efficiency, and
stockholder wealth’. Financial Review 33, 88—114.



Full text available at: http://dx.doi.org/10.1561/0500000028

132 References

Wang, Y. (2011), ‘Secondary buyouts: Why buy and at what price?’.
Working paper, California State University.

Warga, A. and I. Welch (1993), ‘Bondholder losses in leveraged buy-
outs’. Review of Financial Studies 6, 959-982.

Weir, C., M. Wright, and L. Scholes (2008), ‘Public-to-private buy-outs,
distress costs and private equity’. Applied Financial Economics 18,
801-819.

Williamson, O. E. (1985), The Economic Institutions of Capitalism.
New York: The Free Press.

Wilson, N. and M. Wrigth (2011), ‘Private equity, buy-outs, and insol-
vency risk’. Working paper, Nottingham University.

Wright, M., S. Thompson, and K. Robbie (1992), ‘Management-led
leveraged buy-outs: A European perspective’. Journal of Business
Venturing 7, 45-71.

Wruck, E. G. and K. H. Wruck (2002), ‘Restructuring top management:
Evidence from corporate spinoffs’. Journal of Law and Economics 20,
S176-S218.

Wruck, K. H. (1994), ‘Financial policy, internal control, and perfor-
mance: Sealed air corporation’s leveraged special dividend’. Journal
of Financial Economics 36, 157-192.

Wu, B. (2011), ‘Shall we dance? Syndication, social network, and per-
formance: Evidence from leveraged buyout investments’. Working
paper, Yonsei University.

Zaima, J. K. and D. Hearth (1985), ‘The wealth effects of voluntary
selloffs: Implications for divesting and acquiring firms’. Journal of
Financial Research 8, 227-236.



	Introduction
	Restructuring and the Boundary of the Firm
	Breakups and the ``Conglomerate Discount''
	Highly Leveraged Transactions

	Divestitures
	Transaction Volume
	Valuation Effects
	Drivers of Value Creation in Divestitures
	Corporate Governance

	Spinoffs
	Transaction Volume
	Valuation Effects
	Drivers of Value Creation in Spinoffs
	Corporate Governance
	Splitoffs

	Equity Carveouts
	Transaction Volume
	Valuation Effects
	Drivers of Value Creation in Equity Carveouts
	Agency Issues

	Tracking Stocks
	Transaction Volume
	Valuation Effects
	Drivers of Value Creation in Tracking Stock
	Agency Issues

	Leveraged Recapitalizations
	Transaction Volume
	Valuation Effects
	Drivers of Value Creation in Leveraged Recapitalizations

	Leveraged Buyouts (LBOs)
	Transaction Volume
	The LBO Capital Structure
	Value Creation in LBOs
	Drivers of Value Creation in LBOs
	Industry Effects
	Organizational Longevity and Exit

	Conclusions
	Acknowledgments
	References



