
Ad
ve

r

Strategic Management Journal / Volume 19, Issue 10 /  pp. 989-999

Research Notes and Communications

Determinants of layo� announcements following M&As: an empirical investigation

First published: 21 December 1998

https://doi.org/10.1002/(SICI)1097-0266(199810)19:10<989::AID-SMJ994>3.0.CO;2-3

Abstract

References 

Amihud, Y., B. Lev and N. Travlos (1990). ‘Corporate control and the choice of investment �nancing: The case of
corporate acquisitions’, Journal of Finance, 45, pp. 603–616.

Barney, J. B. (1988). ‘Returns to bidding �rms in mergers and acquisitions: Reconsidering the relatedness
hypothesis’, Strategic Management Journal, Summer Special Issue, 9, pp. 71–78.

Bhagat, S., A. Shleifer and R. Vishny (1990). ‘Hostile takeovers in the 1980′s: The return to corporate
specialization’, Brookings Papers on Economic Activity, pp. 1–84.

K. C. O'Shaughnessy, David J. Flanagan

It is often argued that mergers and acquisitions (M&As) lead to employee layo�s. This paper
examines factors that in�uence the probability that a layo� announcement will follow an M&A. A
sample of 136 large M&As, involving U.S. targets, that occurred between 1989 and 1993 is
analyzed. Analyses of this sample indicate that the probability of a layo� announcement is higher if
the �rms involved in the transaction are related. The probability that a layo� will be announced
was not changed when the acquirer was a non-U.S. �rm (cross-border transactions). Target
revenue per employee before the M&A is negatively related to the probability that a layo� was
announced. Target �nancial performance prior to the transaction and use of borrowed funds to
�nance the merger were not found to have an impact on the probability that a layo� will be
announced. © 1998 John Wiley & Sons, Ltd.
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