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ABSTRACT

REFERENCES 

Adler, Barry E., 1992, Bankruptcy and risk allocation, Cornell Law Review 77, 439–489.

Aghion, Philippe, Oliver Hart, and John Moore, 1992, The economics of bankruptcy reform, Journal of Law,

Economics and Organization 8, 523–546.

Baird, Douglas G., 1986, The uneasy case for corporate reorganizations, Journal of Legal Studies, 15, 127–147.

Baird, Douglas G., 1991, The initiation problem in bankruptcy, International Review of Law and Economics

11, 223–232.

Lucian Arye Bebchuk

A basic question for the design of bankruptcy law concerns whether value should be divided in
accordance with absolute priority. Research done in the past decade has suggested that deviations
from absolute priority have bene�cial ex ante e�ects. In contrast, this paper shows that ex post
deviations from absolute priority also have negative e�ects on ex ante decisions taken by
shareholders. Such deviations aggravate the moral hazard problem with respect to project choice-
increasing the equityholders incentive to favor risky projects-as well as with respect to borrowing
and dividend decisions.

PubMed Web of Science® Google Scholar

Google Scholar

Web of Science® Google Scholar

Google Scholar

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://onlinelibrary.wiley.com/journal/15406261
https://onlinelibrary.wiley.com/toc/15406261/2002/57/1
https://doi.org/10.1111/1540-6261.00427
https://onlinelibrary.wiley.com/authored-by/Bebchuk/Lucian+Arye
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=8&doi=10.1111%2F1540-6261.00427&key=10117968&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=e_1_2_9_2_1%3APMID&linkType=PMID&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=A1992HK88000001&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=e_1_2_9_2_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D77%26publication_year%3D1992%26pages%3D439-489%26journal%3DCornell%2BLaw%2BReview%26author%3DE.%2BAdler%252C%2BBarry%26title%3DBankruptcy%2Band%2Brisk%2Ballocation&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D8%26publication_year%3D1992%26pages%3D523-546%26journal%3DJournal%2Bof%2BLaw%252C%2BEconomics%2Band%2BOrganization%26author%3DAghion%2BPhilippe%26author%3DOliver%2BHart%26author%3DJohn%2BMoore%26title%3DThe%2Beconomics%2Bof%2Bbankruptcy%2Breform&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=A1986A102300005&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.1086%2F467806&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D15%26publication_year%3D1986%26pages%3D127-147%26journal%3DJournal%2Bof%2BLegal%2BStudies%26author%3DG.%2BBaird%252C%2BDouglas%26title%3DThe%2Buneasy%2Bcase%2Bfor%2Bcorporate%2Breorganizations&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1086%2F467806&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D11%26publication_year%3D1991%26pages%3D223-232%26journal%3DInternational%2BReview%2Bof%2BLaw%2Band%2BEconomics%26author%3DG.%2BBaird%252C%2BDouglas%26title%3DThe%2Binitiation%2Bproblem%2Bin%2Bbankruptcy&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1016%2F0144-8188%2891%2990020-E&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Bebchuk, Lucian A., 1988, A new approach to corporate reorganizations, Harvard Law Review 101, 775–804.

Bebchuk, Lucian A., 1991, The e�ects of Chapter 11 and debt renegotiation on ex ante corporatedecisions,
Discussion Paper No. 104, Program in Law and Economics, Harvard Law School.

Bebchuk, Lucian A., 1998, Chapter 11, in The New Palgrave Dictionary of Economics and the Law (Macmillan,
London).

Bebchuk, Lucian A., 1999, A generalization of the option scheme in bankruptcy, mimeo, Har-vard University.

Bebchuk, Lucian A., 2000, Using options to divide value in corporate bankruptcy, EuropeanEconomic Review

44, 829–843.

Bebchuk, Lucian A., and Howard Chang, 1992, Bargaining and the division of value in corpo-rate reorganization,
Journal of Law, Economics and Organization 8, 253–279.

Bebchuk, Lucian A., and Jesse Fried, 1996, The uneasy case for the priority of secured claimsin bankruptcy, Yale

Law Journal 105, 857–934.

Bebchuk, Lucian A., and Jesse Fried, 2001, A new approach to valuing secured claims in bank-ruptcy, Harvard

Law Review 114, 2386–2436.

Bebchuk, Lucian A., and Randal Picker, 1993, Bankruptcy rules, managerial entrenchment, and �rm-speci�c
human capital, Law & Economics Working Paper No. 16, The University of Chicago Law School.

Web of Science® Google Scholar

Google Scholar

Google Scholar

Google Scholar

Google Scholar

Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Google Scholar

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://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=A1988M380400002&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.2307%2F1341173&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D101%26publication_year%3D1988%26pages%3D775-804%26journal%3DHarvard%2BLaw%2BReview%26author%3DA.%2BBebchuk%252C%2BLucian%26title%3DA%2Bnew%2Bapproach%2Bto%2Bcorporate%2Breorganizations&doi=10.1111%2F1540-6261.00427&doiOfLink=10.2307%2F1341173&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1991%26journal%3DProgram%2Bin%2BLaw%2Band%2BEconomics%252C%2BHarvard%2BLaw%2BSchool%26author%3DA.%2BBebchuk%252C%2BLucian%26title%3DThe%2Beffects%2Bof%2BChapter%2B11%2Band%2Bdebt%2Brenegotiation%2Bon%2Bex%2Bante%2Bcorporatedecisions%252C%2BDiscussion%2BPaper%2BNo.%2B104&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3DBebchuk%252C%2BLucian%2BA.%252C%2B1998%252C%2BChapter%2B11%252C%2Bin%2BThe%2BNew%2BPalgrave%2BDictionary%2Bof%2BEconomics%2Band%2Bthe%2BLaw%2B%2528Macmillan%252C%2BLondon%2529.&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3DBebchuk%252C%2BLucian%2BA.%252C%2B1999%252C%2BA%2Bgeneralization%2Bof%2Bthe%2Boption%2Bscheme%2Bin%2Bbankruptcy%252C%2Bmimeo%252C%2BHar%25E2%2580%2590vard%2BUniversity.&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D44%26publication_year%3D2000%26pages%3D829-843%26journal%3DEuropeanEconomic%2BReview%26author%3DA.%2BBebchuk%252C%2BLucian%26title%3DUsing%2Boptions%2Bto%2Bdivide%2Bvalue%2Bin%2Bcorporate%2Bbankruptcy&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D8%26publication_year%3D1992%26pages%3D253-279%26journal%3DJournal%2Bof%2BLaw%252C%2BEconomics%2Band%2BOrganization%26author%3DA.%2BBebchuk%252C%2BLucian%26author%3DHoward%2BChang%26title%3DBargaining%2Band%2Bthe%2Bdivision%2Bof%2Bvalue%2Bin%2Bcorpo%25E2%2580%2590rate%2Breorganization&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=A1996TQ62100001&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.2307%2F797243&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D105%26publication_year%3D1996%26pages%3D857-934%26journal%3DYale%2BLaw%2BJournal%26author%3DA.%2BBebchuk%252C%2BLucian%26author%3DJesse%2BFried%26title%3DThe%2Buneasy%2Bcase%2Bfor%2Bthe%2Bpriority%2Bof%2Bsecured%2Bclaimsin%2Bbankruptcy&doi=10.1111%2F1540-6261.00427&doiOfLink=10.2307%2F797243&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=000169327300009&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.2307%2F1342514&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D114%26publication_year%3D2001%26pages%3D2386-2436%26journal%3DHarvard%2BLaw%2BReview%26author%3DA.%2BBebchuk%252C%2BLucian%26author%3DJesse%2BFried%26title%3DA%2Bnew%2Bapproach%2Bto%2Bvaluing%2Bsecured%2Bclaims%2Bin%2Bbank%25E2%2580%2590ruptcy&doi=10.1111%2F1540-6261.00427&doiOfLink=10.2307%2F1342514&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1993%26journal%3DLaw%2B%2526%2BEconomics%2BWorking%2BPaper%2BNo.%2B16%252C%2BThe%2BUniversity%2Bof%2BChicago%2BLaw%2BSchool%26author%3DA.%2BBebchuk%252C%2BLucian%26author%3DRandal%2BPicker%26title%3DBankruptcy%2Brules%252C%2Bmanagerial%2Bentrenchment%252C%2Band%2Bfirm%25E2%2580%2590specific%2Bhuman%2Bcapital&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Berkovitch, Elazar, and Ronen Israel, 1998, The bankruptcy decision and debt contract renego-tiations,
European Finance Review 2, 1–27.

Berkovitch, Elazar, and Ronen Israel, 1999, Optimal bankruptcy law across di�erent economicsystems, The

Review of Financial Studies 12, No. 2, 347–377.

Berkovitch, Eli, Ronen Israel, and Jaime F. Zender, 1997, An optimal bankruptcy law and �rm-speci�c
investments, European Economic Review 41, 487–497.

Berkovitch, Eli, Ronen Israel, and Jaime F. Zender, 1998, The design of bankruptcy law: A casefor management
bias in bankruptcy reorganizations, Journal of Financial and QuantitativeAnalysis 33, 441–464.

Betker, Brian, 1995, Management's incentives, equity's bargaining power, and deviations fromabsolute priority
in Chapter 11 bankruptcies, Journal of Business 68, 161–183.

Bhattacharyya, Sugato, and Rajdeep Singh, 1999, The resolution of bankruptcy by auction: Allocating the
residual right of design, Journal of Financial Economics 54, 269–294.

Brown, David T., 1989, Claimholder incentive con�icts in reorganization: The role of bank-ruptcy law, Review of

Financial Studies 2, 109–123.

Carapeto, Maria, 2000, Is bargaining in Chapter 11 costly? Working Paper, London City Uni-versity Business
School.

Cutler, David N., and Lawrence G. Summers, 1988, The costs of con�ict resolution and �nan-cial distress:
Evidence from the Texaco-Pennzoil litigation, Rand Journal of Economics 19, 157–172.

Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

Google Scholar

Web of Science® Google Scholar

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://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D2%26publication_year%3D1998%26pages%3D1-27%26journal%3DEuropean%2BFinance%2BReview%26author%3DBerkovitch%2BElazar%26author%3DRonen%2BIsrael%26title%3DThe%2Bbankruptcy%2Bdecision%2Band%2Bdebt%2Bcontract%2Brenego%25E2%2580%2590tiations&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1023%2FA%3A1009738110075&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=000080249000005&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.1093%2Frfs%2F12.2.347&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D12%26publication_year%3D1999%26pages%3D347-377%26journal%3DThe%2BReview%2Bof%2BFinancial%2BStudies%26author%3DBerkovitch%2BElazar%26author%3DRonen%2BIsrael%26title%3DOptimal%2Bbankruptcy%2Blaw%2Bacross%2Bdifferent%2Beconomicsystems&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1093%2Frfs%2F12.2.347&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=A1997XE64100008&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.1016%2FS0014-2921%2897%2900016-0&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D41%26publication_year%3D1997%26pages%3D487-497%26journal%3DEuropean%2BEconomic%2BReview%26author%3DBerkovitch%2BEli%26author%3DRonen%2BIsrael%26author%3DJaime%2BF.%2BZender%26title%3DAn%2Boptimal%2Bbankruptcy%2Blaw%2Band%2Bfirm%25E2%2580%2590specific%2Binvestments&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1016%2FS0014-2921%2897%2900016-0&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D33%26publication_year%3D1998%26pages%3D441-464%26journal%3DJournal%2Bof%2BFinancial%2Band%2BQuantitativeAnalysis%26author%3DBerkovitch%2BEli%26author%3DRonen%2BIsrael%26author%3DJaime%2BF.%2BZender%26title%3DThe%2Bdesign%2Bof%2Bbankruptcy%2Blaw%253A%2BA%2Bcasefor%2Bmanagement%2Bbias%2Bin%2Bbankruptcy%2Breorganizations&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=A1995QR34800001&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.1086%2F296659&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D68%26publication_year%3D1995%26pages%3D161-183%26journal%3DJournal%2Bof%2BBusiness%26author%3DBetker%2BBrian%26title%3DManagement%2527s%2Bincentives%252C%2Bequity%2527s%2Bbargaining%2Bpower%252C%2Band%2Bdeviations%2Bfromabsolute%2Bpriority%2Bin%2BChapter%2B11%2Bbankruptcies&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1086%2F296659&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=000083982700001&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.1016%2FS0304-405X%2899%2900038-0&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D54%26publication_year%3D1999%26pages%3D269-294%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DBhattacharyya%2BSugato%26author%3DRajdeep%2BSingh%26title%3DThe%2Bresolution%2Bof%2Bbankruptcy%2Bby%2Bauction%253A%2BAllocating%2Bthe%2Bresidual%2Bright%2Bof%2Bdesign&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1016%2FS0304-405X%2899%2900038-0&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=000208798900006&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.1093%2Frfs%2F2.1.109&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D2%26publication_year%3D1989%26pages%3D109-123%26journal%3DReview%2Bof%2BFinancial%2BStudies%26author%3DT.%2BBrown%252C%2BDavid%26title%3DClaimholder%2Bincentive%2Bconflicts%2Bin%2Breorganization%253A%2BThe%2Brole%2Bof%2Bbank%25E2%2580%2590ruptcy%2Blaw&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1093%2Frfs%2F2.1.109&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar%3Fhl%3Den%26q%3DCarapeto%252C%2BMaria%252C%2B2000%252C%2BIs%2Bbargaining%2Bin%2BChapter%2B11%2Bcostly%253F%2BWorking%2BPaper%252C%2BLondon%2BCity%2BUni%25E2%2580%2590versity%2BBusiness%2BSchool.&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=A1988AC16700001&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.2307%2F2555697&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D19%26publication_year%3D1988%26pages%3D157-172%26journal%3DRand%2BJournal%2Bof%2BEconomics%26author%3DN.%2BCutler%252C%2BDavid%26author%3DLawrence%2BG.%2BSummers%26title%3DThe%2Bcosts%2Bof%2Bconflict%2Bresolution%2Band%2Bfinan%25E2%2580%2590cial%2Bdistress%253A%2BEvidence%2Bfrom%2Bthe%2BTexaco%25E2%2580%2590Pennzoil%2Blitigation&doi=10.1111%2F1540-6261.00427&doiOfLink=10.2307%2F2555697&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Eberhart, Allan C, William T. Moore, and Rodney L. Roenfeldt, 1990, Security pricing anddeviations from the AP
rule in bankruptcy proceedings, Journal of Finance 45, 1457–1469.

Eberhart, Allan C, and Lemma W. Senbet, 1993, Absolute priority rule violations and riskincentives for
�nancially distressed �rms, Financial Management, 101–114.

Franks, Julian R., Kjell Nybourg, and Walter N. Torous, 1996, A comparison of U.S., U.K., andGerman insolvency
codes, Financial Management 25, 19–30.

Franks, Julian R., and Walter N. Torous, 1989, An empirical investigation of U.S. �rms inreorganization, Journal

of Finance 44, 747–769.

Franks, Julian R., and Walter N. Torous, 1994, A comparison of �nancial recontracting in dis-tressed exchanges
and Chapter 11 reorganizations, Journal of Financial Economics 35, 349–370.

Gertner, Robert, and David Scharfstein, 1991, A theory of workouts and the effects of reorga-nization law,

Journal of Finance 46, 1189–1222. M. Giammarino, Ronald, 1989, The resolution of �nancial distress, Review of
Financial Studies 2, 25–47.

Gilson, Stuart C, Kose John, and Larry H. P. Lang, 1990, Troubled debt restructurings: Anempirical study private
reorganization of �rms in default, Journal of Financial Economics 27, 315–353.

Green, Richard C, 1984, Investment incentives, debt, and warrant, Journal of Financial Economics 13, 115–
136.

Web of Science® Google Scholar

Google Scholar

Web of Science® Google Scholar

Google Scholar

Google Scholar

Web of Science® Google Scholar

Google Scholar

Web of Science® Google Scholar

Web of Science® Google Scholar

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://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=A1988AC16700001&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.2307%2F2555697&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D19%26publication_year%3D1988%26pages%3D157-172%26journal%3DRand%2BJournal%2Bof%2BEconomics%26author%3DN.%2BCutler%252C%2BDavid%26author%3DLawrence%2BG.%2BSummers%26title%3DThe%2Bcosts%2Bof%2Bconflict%2Bresolution%2Band%2Bfinan%25E2%2580%2590cial%2Bdistress%253A%2BEvidence%2Bfrom%2Bthe%2BTexaco%25E2%2580%2590Pennzoil%2Blitigation&doi=10.1111%2F1540-6261.00427&doiOfLink=10.2307%2F2555697&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D45%26publication_year%3D1990%26pages%3D1457-1469%26journal%3DJournal%2Bof%2BFinance%26author%3DC%2BEberhart%252C%2BAllan%26author%3DWilliam%2BT.%2BMoore%26author%3DRodney%2BL.%2BRoenfeldt%26title%3DSecurity%2Bpricing%2Banddeviations%2Bfrom%2Bthe%2BAP%2Brule%2Bin%2Bbankruptcy%2Bproceedings&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1111%2Fj.1540-6261.1990.tb03723.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=A1993MH65900009&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.2307%2F3665931&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1993%26pages%3D101-114%26journal%3DFinancial%2BManagement%26author%3DC%2BEberhart%252C%2BAllan%26author%3DLemma%2BW.%2BSenbet%26title%3DAbsolute%2Bpriority%2Brule%2Bviolations%2Band%2Briskincentives%2Bfor%2Bfinancially%2Bdistressed%2Bfirms&doi=10.1111%2F1540-6261.00427&doiOfLink=10.2307%2F3665931&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D25%26publication_year%3D1996%26pages%3D19-30%26journal%3DFinancial%2BManagement%26author%3DR.%2BFranks%252C%2BJulian%26author%3DKjell%2BNybourg%26author%3DWalter%2BN.%2BTorous%26title%3DA%2Bcomparison%2Bof%2BU.S.%252C%2BU.K.%252C%2BandGerman%2Binsolvency%2Bcodes&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D44%26publication_year%3D1989%26pages%3D747-769%26journal%3DJournal%2Bof%2BFinance%26author%3DR.%2BFranks%252C%2BJulian%26author%3DWalter%2BN.%2BTorous%26title%3DAn%2Bempirical%2Binvestigation%2Bof%2BU.S.%2Bfirms%2Binreorganization&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1111%2Fj.1540-6261.1989.tb04389.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=A1994NQ67000004&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.1016%2F0304-405X%2894%2990037-X&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D35%26publication_year%3D1994%26pages%3D349-370%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DR.%2BFranks%252C%2BJulian%26author%3DWalter%2BN.%2BTorous%26title%3DA%2Bcomparison%2Bof%2Bfinancial%2Brecontracting%2Bin%2Bdis%25E2%2580%2590tressed%2Bexchanges%2Band%2BChapter%2B11%2Breorganizations&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1016%2F0304-405X%2894%2990037-X&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1991%26pages%3D1189%2B25-1222%2B47%26author%3DGertner%2BRobert%26author%3DDavid%2BScharfstein%26title%3DA%2Btheory%2Bof%2Bworkouts%2Band%2Bthe%2Beffects%2Bof%2Breorga%25E2%2580%2590nization%2Blaw%252C%2BJournal%2Bof%2BFinance&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=A1990FG69100002&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.1016%2F0304-405X%2890%2990059-9&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D27%26publication_year%3D1990%26pages%3D315-353%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DC%2BGilson%252C%2BStuart%26author%3DKose%2BJohn%26author%3DLarry%2BH.%2BP.%2BLang%26title%3DTroubled%2Bdebt%2Brestructurings%253A%2BAnempirical%2Bstudy%2Bprivate%2Breorganization%2Bof%2Bfirms%2Bin%2Bdefault&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1016%2F0304-405X%2890%2990059-9&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=A1984SQ21700005&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.1016%2F0304-405X%2884%2990034-5&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D13%26publication_year%3D1984%26pages%3D115-136%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DC%2BGreen%252C%2BRichard%26title%3DInvestment%2Bincentives%252C%2Bdebt%252C%2Band%2Bwarrant&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1016%2F0304-405X%2884%2990034-5&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Hart, Oliver, 1995, Firms, Contracts, and Financial Structure, Clarendon Lectures in Economics (Oxford
University Press, Oxford).

Heinkel, Robert, and Josef Zechner, 1993, Financial distress and optimal capital structure ad-justments, Journal

of Economics & Management Strategy 2, No. 4, 531–565.

Jensen, Michael, 1991, Corporate control and the politics of �nance, Journal of Applied Cor-porate Finance 4,
13–33.

Jensen, Michael C, and William H. Meckling, 1976, Theory of the �rm: Managerial behavior, agency costs and
ownership structure, Journal of Financial Economics 3, 305–360.

Lang, Larry, and Rene Stulz, 1992, Contagion and competitive intra-industry e�ects of bank-ruptcy
announcements, Journal of Financial Economics, 45–60.

Povel, Paul, 1996, Optimal “Soft” or “Tough” Bankruptcy Procedures, Financial Markets GroupDiscussion Paper
No. 240, London School of Economics.

Rhodes-Kropf, Matthew, and S. Viswanathan, 2000, Corporate reorganizations and non-cashauctions, Journal

of Finance 55, 1807–1849.

Smith, Cli�ord W, Jr., and Jerold B. Warner, 1979, On �nancial contracting: An analysis ofbond covenants,
Journal of Financial Economics 7, 117–161.

Warner, Jerold B., 1977, Bankruptcy costs: Some evidence, Journal of Finance 32, 337–347.

Google Scholar

Web of Science® Google Scholar

Google Scholar

Google Scholar

Google Scholar

Google Scholar

Web of Science® Google Scholar

Google Scholar

Web of Science® Google Scholar

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://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1995%26author%3DHart%2BOliver%26title%3DFirms%252C%2BContracts%252C%2Band%2BFinancial%2BStructure&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=000209482000004&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.1111%2Fj.1430-9134.1993.00531.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D2%26publication_year%3D1993%26pages%3D531-565%26journal%3DJournal%2Bof%2BEconomics%2B%2526%2BManagement%2BStrategy%26author%3DHeinkel%2BRobert%26author%3DJosef%2BZechner%26title%3DFinancial%2Bdistress%2Band%2Boptimal%2Bcapital%2Bstructure%2Bad%25E2%2580%2590justments&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1111%2Fj.1430-9134.1993.00531.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D4%26publication_year%3D1991%26pages%3D13-33%26journal%3DJournal%2Bof%2BApplied%2BCor%25E2%2580%2590porate%2BFinance%26author%3DJensen%2BMichael%26title%3DCorporate%2Bcontrol%2Band%2Bthe%2Bpolitics%2Bof%2Bfinance&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1111%2Fj.1745-6622.1991.tb00603.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D3%26publication_year%3D1976%26pages%3D305-360%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DC%2BJensen%252C%2BMichael%26author%3DWilliam%2BH.%2BMeckling%26title%3DTheory%2Bof%2Bthe%2Bfirm%253A%2BManagerial%2Bbehavior%252C%2Bagency%2Bcosts%2Band%2Bownership%2Bstructure&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1992%26pages%3D45-60%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DLang%2BLarry%26author%3DRene%2BStulz%26title%3DContagion%2Band%2Bcompetitive%2Bintra%25E2%2580%2590industry%2Beffects%2Bof%2Bbank%25E2%2580%2590ruptcy%2Bannouncements&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1996%26journal%3DLondon%2BSchool%2Bof%2BEconomics%26author%3DPovel%2BPaul%26title%3DOptimal%2B%25E2%2580%259CSoft%25E2%2580%259D%2Bor%2B%25E2%2580%259CTough%25E2%2580%259D%2BBankruptcy%2BProcedures%252C%2BFinancial%2BMarkets%2BGroupDiscussion%2BPaper%2BNo.%2B240&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=000088418500012&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.1111%2F0022-1082.00269&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D55%26publication_year%3D2000%26pages%3D1807-1849%26journal%3DJournal%2Bof%2BFinance%26author%3DRhodes%25E2%2580%2590Kropf%2BMatthew%26author%3DS.%2BViswanathan%26title%3DCorporate%2Breorganizations%2Band%2Bnon%25E2%2580%2590cashauctions&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1111%2F0022-1082.00269&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D7%26publication_year%3D1979%26pages%3D117-161%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DW%2BSmith%252C%2BClifford%26author%3DJerold%2BB.%2BWarner%26title%3DOn%2Bfinancial%2Bcontracting%253A%2BAn%2Banalysis%2Bofbond%2Bcovenants&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1016%2F0304-405X%2879%2990011-4&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1540-6261.00427&key=A1977DQ06100006&getFTLinkType=true&doiForPubOfPage=10.1111%2F1540-6261.00427&refDoi=10.2307%2F2326766&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D32%26publication_year%3D1977%26pages%3D337-347%26journal%3DJournal%2Bof%2BFinance%26author%3DB.%2BWarner%252C%2BJerold%26title%3DBankruptcy%2Bcosts%253A%2BSome%2Bevidence&doi=10.1111%2F1540-6261.00427&doiOfLink=10.2307%2F2326766&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy


Download PDF

Weiss, Lawrence A., 1990, Bankruptcy resolution: Direct costs and violation of priority of claims, Journal of

Financial Economics 13, 137–151.

White, Michelle J., 1989, The corporate bankruptcy decision, Journal of Economic Perspectives 3, 129–151.

Google Scholar

Google Scholar

Citing Literature 

ABOUT WILEY ONLINE LIBRARY

Privacy Policy

Terms of Use

About Cookies

Manage Cookies
Accessibility

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

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://onlinelibrary.wiley.com/doi/pdf/10.1111/1540-6261.00427
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D13%26publication_year%3D1990%26pages%3D137-151%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DA.%2BWeiss%252C%2BLawrence%26title%3DBankruptcy%2Bresolution%253A%2BDirect%2Bcosts%2Band%2Bviolation%2Bof%2Bpriority%2Bof%2Bclaims&doi=10.1111%2F1540-6261.00427&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D3%26publication_year%3D1989%26pages%3D129-151%26journal%3DJournal%2Bof%2BEconomic%2BPerspectives%26author%3DJ.%2BWhite%252C%2BMichelle%26title%3DThe%2Bcorporate%2Bbankruptcy%2Bdecision&doi=10.1111%2F1540-6261.00427&doiOfLink=10.1257%2Fjep.3.2.129&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://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/privacy


Copyright © 1999-2025 John Wiley & Sons, Inc or related companies. All rights reserved, including rights for text and data mining and training
of arti�cial intelligence technologies or similar technologies.

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://www.wiley.com/
https://www.wiley.com/
https://www.wiley.com/privacy

