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Abstract

This paper investigates whether publicly held firms which change to private ownership through
management buyouts (ex-public firms) possess characteristics prior to the change which
differentiate them from firms which remain publicly owned. The financial characteristics of ex-
public firms for the year immediately prior to going private were analyzed. A multivariate
framework was developed to determine which attributes best distinguished firms going private via
management buyouts from similar firms not going private. A discriminant function was developed
using seven ratios: (1) concentration of ownership, (2) cash flow to net worth, (3) cash flow to total
assets, (4) price/earnings ratio, (5) price/book value ratio, (6) book value of depreciable assets in
relation to original costs, and (7) dividend yield. The model demonstrated a classification accuracy
of 77.8 percent for the original sample and 81.4 percent in a hold-out sample validation. These
findings imply that financial characteristics alone provide a means by which firms going private via
management buyouts can be separated from others. Therefore one can argue that, regardless of
the stated motive for going private, financial characteristics either are explicit decision variables or
directly reflect non-financial reasons for management buyouts.

References

Borden, Arthur M. Securities Act Release No. 33-5884, 17 November 1977.

Google Scholar (4

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://sms.onlinelibrary.wiley.com/journal/10970266
https://sms.onlinelibrary.wiley.com/toc/10970266/1987/8/4
https://doi.org/10.1002/smj.4250080403
https://sms.onlinelibrary.wiley.com/authored-by/Maupin/Rebekah+J.
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ABorden%252C%2BArthur%2BM.%250ASecurities%2BAct%2BRelease%2BNo.%2B33%25E2%2580%25935884%252C%250A17%2BNovember%2B1977.%250A&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ABorden%252C%2BArthur%2BM.%250A%25E2%2580%2598%2BGoing%2Bprivate%253A%2Ba%2Breview%2Bof%2Brelevant%2Bconsiderations%252C%2Bin%2BEleventh%2BAnnual%2BInstitute%2Bon%2BSecurities%2BRegulation%25E2%2580%2599%250A%2528Arthur%2BFleisher%252C%2BJr%2Band%2BMartin%2BLipton%252C%2BChairman%2529%252C%2BCorporate%2BLaw%2Band%2BPractice%2BCourse%2BHandbook%2BSeries%2BNo.%2B319%252C%250A1979%252C%250App.%2B427%25E2%2580%2593495.%250A&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Google Scholar 4

Center for Research on Security Prices (CRSP), public use daily computer tapes, University of Chicago.

Google Scholar &

DeAngelo, H., L. DeAngelo and E. M. Rice. ‘Going private: minority freezeouts and stockholder wealth’, Journal
of Law and Economics, XXVII, October 1984, pp. 367-401.

Web of Science® & Google Scholar &

Dodd, Peter. ‘Merger proposals, management discretion and stockholder wealth’, Journal of Financial
Economics, 8, June 1980, pp. 105-137.

Web of Science® &  Google Scholar &

Dodd, P. and R. Ruback. ‘Tender offers and stockholder returns: an empirical analysis’, Journal of Financial
Economics, December 1977, pp. 351-374.

Google Scholar @

Easterbrook, G. H. and D. R. Fischel. ‘Corporate control transactions’, Yale Law Journal, 91, March 1982, pp.
698-737.

Web of Science® &2 Google Scholar &

Eisenbeis, Robert A. and Robert B. Avery. Discriminant Analysis and Classification Procedures: Theory and
Applications, D. C. Heath and Company, Lexington, MA, 1972.

Google Scholar &

Fama, E. F., L. Fisher, M. Jensen and R. Roll. ‘The adjustment of stock prices to new information’, International
Economic Review, February 1969, pp. 1-21.

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ABradley%252C%2BM.%250A%25E2%2580%2598Interfirm%2Btender%2Boffers%2Band%2Bthe%2Bmarket%2Bfor%2Bcorporate%2Bcontrol%25E2%2580%2599%252C%250A%2BJournal%2Bof%2BBusiness%252C%250AOctober%2B1980%252C%250App.%2B345%25E2%2580%2593376.%250A&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250A%2BCenter%2Bfor%2BResearch%2Bon%2BSecurity%2BPrices%2B%2528CRSP%2529%252C%250Apublic%2Buse%2Bdaily%2Bcomputer%2Btapes%252C%2BUniversity%2Bof%2BChicago.%250A&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1002%2Fsmj.4250080403&key=A1984TL48700006&getFTLinkType=true&doiForPubOfPage=10.1002%2Fsmj.4250080403&refDoi=10.1086%2F467070&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3DXXVII%26publication_year%3D1984%26pages%3D367-401%26journal%3DJournal%2Bof%2BLaw%2Band%2BEconomics%26author%3DH.%2BDeAngelo%26author%3DL.%2BDeAngelo%26author%3DE.%2BM.%2BRice%26title%3DGoing%2Bprivate%253A%2Bminority%2Bfreezeouts%2Band%2Bstockholder%2Bwealth&doi=10.1002%2Fsmj.4250080403&doiOfLink=10.1086%2F467070&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1002%2Fsmj.4250080403&key=A1980KD27500001&getFTLinkType=true&doiForPubOfPage=10.1002%2Fsmj.4250080403&refDoi=10.1016%2F0304-405X%2880%2990014-8&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D8%26publication_year%3D1980%26pages%3D105-137%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DPeter%2BDodd%26title%3DMerger%2Bproposals%252C%2Bmanagement%2Bdiscretion%2Band%2Bstockholder%2Bwealth&doi=10.1002%2Fsmj.4250080403&doiOfLink=10.1016%2F0304-405X%2880%2990014-8&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ADodd%252C%2BP.%2Band%250AR.%2BRuback.%250A%25E2%2580%2598Tender%2Boffers%2Band%2Bstockholder%2Breturns%253A%2Ban%2Bempirical%2Banalysis%25E2%2580%2599%252C%250A%2BJournal%2Bof%2BFinancial%2BEconomics%252C%250ADecember%2B1977%252C%250App.%2B351%25E2%2580%2593374.%250A&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1002%2Fsmj.4250080403&key=A1982PB80900002&getFTLinkType=true&doiForPubOfPage=10.1002%2Fsmj.4250080403&refDoi=10.2307%2F796036&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D91%26publication_year%3D1982%26pages%3D698-737%26journal%3DYale%2BLaw%2BJournal%26author%3DG.%2BH.%2BEasterbrook%26author%3DD.%2BR.%2BFischel%26title%3DCorporate%2Bcontrol%2Btransactions&doi=10.1002%2Fsmj.4250080403&doiOfLink=10.2307%2F796036&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1972%26author%3DRobert%2BA.%2BEisenbeis%26author%3DRobert%2BB.%2BAvery%26title%3DDiscriminant%2BAnalysis%2Band%2BClassification%2BProcedures%253A%2BTheory%2Band%2BApplications&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AFama%252C%2BE.%2BF.%252C%250AL.%2BFisher%252C%250AM.%2BJensen%2Band%250AR.%2BRoll.%250A%25E2%2580%2598The%2Badjustment%2Bof%2Bstock%2Bprices%2Bto%2Bnew%2Binformation%25E2%2580%2599%252C%250A%2BInternational%2BEconomic%2BReview%252C%250AFebruary%2B1969%252C%250App.%2B1%25E2%2580%259321.%250A&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AJensen%252C%2BM.%2BC.%2Band%250AW.%2BH.%2BMeckling.%250A%25E2%2580%2598Theory%2Bof%2Bthe%2Bfirm%253A%2Bmanagerial%2Bbehavior%252C%2Bagency%2Bcosts%2Band%2Bownership%2Bstructure%25E2%2580%2599%252C%250A%2BJournal%2Bof%2BFinancial%2BEconomics%252C%250AOctober%2B1976%252C%250App.%2B305%25E2%2580%2593337.%250A&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Google Scholar 4

Nossiter, Daniel D. ‘Piece of the action: a lot of money is pouring into leveraged buyouts’, Barrons's, 61,
October 1981, pp. 4-5 and 14.

Google Scholar &

Pinches, George E. ‘Factors influencing classification results from multiple discriminant analysis’, Journal of
Business Research, 8, December 1980, pp. 429-456.

Web of Science® & Google Scholar &

Sandler, Linda. ‘Wall Street finally discovers the leverged buyout’, Institutional Investor, 16, August 1982, pp.
88-93.

Web of Science® &  Google Scholar &

Satran, Richard. ‘Surviving without Wall Street: going private’, Chain Store Age Executive, 58, August 1982,
pp. 15-17.

Google Scholar &

Schneider, Carl W., Joseph, M. Manko and Robert, Kant ‘Going public: practice, procedure and consequences’,
Villanova Law Review, 27 (1), November 1981, pp. 1-51.

Google Scholar &

Shad, John S. R. * Stock reacquisition programs’ in J. F. Weston and M. B. Boudzwaard (eds), Treasurer's
Handbook, Dow-Jones Irwin, Homewood IL, 1976, pp. 1018-103.

Google Scholar &

Smiley, Robert. ‘Tender offers, transaction costs and the theory of the firm’, Review of Economics and Statistics,
1976, pp. 22-32.

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D105%26publication_year%3D1982%26pages%3D108-114%26journal%3DFortune%26author%3DLisa%2BM.%2BMesday%26title%3DThe%2B50%2Blargest%2Bprivate%2Bindustrial%2Bcompanies&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D61%26publication_year%3D1981%26pages%3D4-5%26journal%3DBarrons%2527s%26author%3DDaniel%2BD.%2BNossiter%26title%3DPiece%2Bof%2Bthe%2Baction%253A%2Ba%2Blot%2Bof%2Bmoney%2Bis%2Bpouring%2Binto%2Bleveraged%2Bbuyouts&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1002%2Fsmj.4250080403&key=A1980KV37500003&getFTLinkType=true&doiForPubOfPage=10.1002%2Fsmj.4250080403&refDoi=10.1016%2F0148-2963%2880%2990017-X&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D8%26publication_year%3D1980%26pages%3D429-456%26journal%3DJournal%2Bof%2BBusiness%2BResearch%26author%3DGeorge%2BE.%2BPinches%26title%3DFactors%2Binfluencing%2Bclassification%2Bresults%2Bfrom%2Bmultiple%2Bdiscriminant%2Banalysis&doi=10.1002%2Fsmj.4250080403&doiOfLink=10.1016%2F0148-2963%2880%2990017-X&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1002%2Fsmj.4250080403&key=A1982PA96100013&getFTLinkType=true&doiForPubOfPage=10.1002%2Fsmj.4250080403&refDoi=e_1_2_1_16_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D16%26publication_year%3D1982%26pages%3D88-93%26journal%3DInstitutional%2BInvestor%26author%3DLinda.%2BSandler%26title%3DWall%2BStreet%2Bfinally%2Bdiscovers%2Bthe%2Bleverged%2Bbuyout&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D58%26publication_year%3D1982%26pages%3D15-17%26journal%3DChain%2BStore%2BAge%2BExecutive%26author%3DRichard%2BSatran%26title%3DSurviving%2Bwithout%2BWall%2BStreet%253A%2Bgoing%2Bprivate&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D27%26publication_year%3D1981%26pages%3D1-51%26journal%3DVillanova%2BLaw%2BReview%26issue%3D1%26author%3DCarl%2BW.%2BSchneider%26author%3DM.%2BManko%2BJoseph%26author%3DKant%2BRobert%26title%3DGoing%2Bpublic%253A%2Bpractice%252C%2Bprocedure%2Band%2Bconsequences&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1976%26pages%3D1018-103%26author%3DJohn%2BS.%2BR.%2BShad%26title%3DTreasurer%2527s%2BHandbook&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250ASmiley%252C%2BRobert.%250A%25E2%2580%2598Tender%2Boffers%252C%2Btransaction%2Bcosts%2Band%2Bthe%2Btheory%2Bof%2Bthe%2Bfirm%25E2%2580%2599%252C%250A%2BReview%2Bof%2BEconomics%2Band%2BStatistics%252C%250A1976%252C%250App.%2B22%25E2%2580%259332.%250A&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250AStevens%252C%2BDonald%2BL.%250A%25E2%2580%2598Financial%2Bcharacteristics%2Bof%2Bmerged%2Bfirms%253A%2BA%2Bmultivariate%2Banalysis%25E2%2580%2599%252C%250A%2BJournal%2Bof%2BFinancial%2Band%2BQuantitative%2BAnalysis%252C%250AMarch%2B1973%252C%250App.%2B149%25E2%2580%2593158.%250A&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Wall Street Journal, ‘ Big tax advantages prompt rise in leveraged buyouts’ 12 Oct. 1983, p. 31.

Google Scholar &

Webermen, Ben. ‘Operation buyout’, Forbes, 129, March 1982, pp. 54.

Google Scholar &

Williamson, O. E. Corporate Control and Business Behavior, Prentice Hall, Englewood Cliffs, NJ, 1970.

Google Scholar &

Citing Literature

Download PDF

Strategic
Management
Society

134 N LaSalle St
Suite 1005, Chicago IL
60602, USA

+1 312 492 6224
sms@strategicmanagement.net

© 2026 Strategic Management Society

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://sms.onlinelibrary.wiley.com/doi/pdf/10.1002/smj.4250080403
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3D%250A%2BWall%2BStreet%2BJournal%252C%250A%25E2%2580%2598%2BBig%2Btax%2Badvantages%2Bprompt%2Brise%2Bin%2Bleveraged%2Bbuyouts%25E2%2580%2599%250A12%2BOct.%2B1983%252C%250Ap.%2B31.%250A&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D129%26publication_year%3D1982%26pages%3D54%26journal%3DForbes%26author%3DBen.%2BWebermen%26title%3DOperation%2Bbuyout&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://sms.onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1970%26author%3DO.%2BE.%2BWilliamson%26title%3DCorporate%2BControl%2Band%2BBusiness%2BBehavior&doi=10.1002%2Fsmj.4250080403&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy
https://onlinelibrary.wiley.com/terms-and-conditions
https://onlinelibrary.wiley.com/cookies
https://onlinelibrary.wiley.com/accessibility
https://www.facebook.com/groups/Strategic.Management.Society/
https://twitter.com/Strategic_Mgmt
https://www.linkedin.com/company/the-strategic-management-society/
mailto:sms@strategicmanagement.net
mailto:sms@strategicmanagement.net
https://www.wiley.com/privacy

Wiley Research DE&I Statement and Publishing Policies

HELP & SUPPORT

Contact Us
Training and Support
DMCA & Reporting Piracy

Sitemap

OPPORTUNITIES

Subscription Agents

Advertisers & Corporate Partners

CONNECT WITH WILEY

The Wiley Network

Wiley Press Room

Copyright © 1999-2026 John Wiley & Sons, Inc or related companies. All rights reserved, including rights for text and data mining and training
of artificial intelligence technologies or similar technologies.

WILEY

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies.



https://onlinelibrary.wiley.com/publishing-policies
https://hub.wiley.com/community/support/onlinelibrary
https://www.wiley.com/customer-success/wiley-online-library-training-hub
https://onlinelibrary.wiley.com/dmca-notification-policy
https://onlinelibrary.wiley.com/sitemap
https://onlinelibrary.wiley.com/agents
https://onlinelibrary.wiley.com/advertisers
https://www.wiley.com/network
https://newsroom.wiley.com/
https://www.wiley.com/
https://www.wiley.com/
https://www.wiley.com/privacy

