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Abstract

The study makes a distinction between the role of hostile takeovers as a mechanism for

downsizing and exit in the process of ‘creative destruction’ and the role of hostile

takeovers as a corporate governance mechanism for curbing managerial slack and

opportunism. The likelihood that underperforming firms with ineffective internal

governance structures are the targets of hostile takeover bids is examined using a

panel data for a matched sample of firms in the UK. The study does not find

underperformance in firms as a significant factor in the likelihood of a hostile takeover

bid. The findings of the literature reporting a significant influence of underperformance

in hostile takeovers appear to be the outcome of a mis-specified model. The study also

compares the relationship between governance structure and performance for firms

subject to a hostile takeover bid with firms that did not receive a tender offer. The

empirical findings do not show that firms with relatively ineffective internal governance

structure are the likely targets for hostile takeover bids.
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Notes

‘In most countries, including the United States, control is not contestable. When control

is not exerted through control blocks, anti-takeover devices like poison pills, classified

boards and anti-takeover laws limit the scope for control challenges through markets.

The United Kingdom, where such challenges are possible, is an exception’ (Gugler,

2001).

 Only slope dummies have been used. Sector dummies cannot be used. The use of both

sector dummies and firm specific dummies as in panel data estimates causes the

collapse of the estimation process because of collinearity

 The variance inflation factor is computed by regressing each of the independent

variables in the regression equation on the remaining repressors. If the value of the

ratio {1/ (1−R) } for any of the repressors exceeds 5 then the independent variable is

considered to be significantly correlated with one or more of the remaining variables

2

Related research 

Recommended articles Cited by 

17

People also read
About Cookies On This Site

We and our partners use cookies to enhance your website

experience, learn how our site is used, offer personalised

features, measure the effectiveness of our services, and

tailor content and ads to your interests while you navigate

on the web or interact with us across devices. You can

choose to accept all of these cookies or only essential

cookies. To learn more or manage your preferences, click

“Settings”. For further information about the data we collect

from you, please see our Privacy Policy

Accept All

Essential Only

Settings

https://www.addtoany.com/share
https://www.informa.com/privacy-policy/


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2024 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 3099067 

5 Howick Place | London | SW1P 1WG

About Cookies On This Site

We and our partners use cookies to enhance your website

experience, learn how our site is used, offer personalised

features, measure the effectiveness of our services, and

tailor content and ads to your interests while you navigate

on the web or interact with us across devices. You can

choose to accept all of these cookies or only essential

cookies. To learn more or manage your preferences, click

“Settings”. For further information about the data we collect

from you, please see our Privacy Policy

Accept All

Essential Only

Settings

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/?utm_source=website&utm_medium=banner&utm_campaign=B004808_em1_10p_5ec_d713_footeradspot
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/
https://www.informa.com/privacy-policy/

