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I. Introduction

The public corporation has become an important in-
stitution in virtually all societies outside the Communist
world. Indeed, even in Eastern Europe, recent political
upheavals portend a promising future for the corporate
form of business organization. Economists have long
recognized the advantages of the corporate organiza-
tion: limited liability, transferability of ownership, and
unlimited life. Finance theory would add that the cor-
porate torm also allows diversification of risks by inves-
tors and thereby provides for efficient risk bearing.
These advantages make the corporate form a superior
organization for raising capital, and the corporation
has becorne virtually synonymous with medern business,
In the U.S., for example, nearly two-thirds of the GNP
is accounted for by nonfinancial corporations.

Notwithstanding the cconomic success of the modern
corporation, it is being questioned as a wealth genera-
tor. That is to say, its economic efficiency is being ques-
tioned. While this line of criticism is not new, it has
increased in intensity in the last 10 years or so,

The root of the criticism is that the modern corpora-
tion often suffers from conflicts of interest between
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managers and widely dispersed shareholders. The
conflicts of interest lead 1o inefficiencies
cessive expenditures or investments with low returns

such as cx-

that reduce managers' risks — and loss of shareholder
wealth. ‘T'he firm is less efficient and the shareholders
are poorer than would he the case if the conflicting in-
terests were aligned.

While separation of ownership and management is
typical in the modern firm, certainly not all are ineffi-
cient or poorly managed. Nonetheless, (here is evidence
from various sources to suggest that opportunities for
improvement in performance are not rarc. Anecdotal
evidence of lavish operating expenditures can be found
in the business press. Gains to shareholders from take
over attempts and recapitalizations have been reporied
in numerous academic studics. And in significant
numbers, firms are giving up the advantages of public
ownership and going private.

This paper examines the problem of separation of
ownership and control in the modern corporation.
Fhe issue is intimatcly linked 1o corporate finance and
corporate financial policy, since corporale finance is
concerned with the acquisition and use of funds by the
firm. "The value os the firm in a wellfunctioning market
will reflect the etfects of inefficiencies caused by sepa-
ration of ownership and management, and resoludon
of conflicts between managers and shareholders can
be expected to increase the value of the firm. That in-
creased valuc represents increased wealth to society as
a whotle.
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First, the issuc of separation of ownership and
control in the modern corporation is examined, While
academic research on the subject has grown rapidly in
recent years, evidence of the problem dates {rom the
i7th century.

Next, control mechanisms that operate to reduce
conflicts between managers and shareholdcers are exa-
mined. In theory, the board of directors should monitor
managers on behalf of shareholders and mitigate or
climinate conflicts of interest. In practice, the perfor-
mance of the board as a manitor of management has
been questioned.

Third, the paper reviews how an extcrnal market
for corporate control exists in the form of takeovers.
Operating through tender offers {or the firm’s shares
and proxy contests for the election of board members,
takeovers provide a competitive market for corporate
control, Evidence from numercus studies indicates
that sharenolders benefit from these activities in the
form of abnormally high returns on their shares. The
stock market must sec cfficiency gains from these acti-
vities.

Section V of the paper examines financial policy is-
sues. In addition to the over-ail monitoring activities
of the board of directors and the external market for
corporate control, munagers may adopt financial poli-
cvies designed to reduce conflicts caused by separationt
of ownership and management. Dividend policy and
capital astructure policy can be used to constrain mana-
gerial discretion and thereby reduce opportunities for
conflicts between managers and owners, Leveraged
buyouts and leveraged recapitalizations are innovative
forms of such {inancial policy decisions.

II. Ownership and control
in the modern corporation

The “firm” of economic theory is assumed to be seeking
maximum weaith for its owners. In their classic work
on agency theory, Jensen and Meckling {9] point out,
however, that the theory of the firm in economics is
really not a theory of the firm, but rather a theory of
markets. Economic theory docs not explain the behavior
of managers of the firm, but rather, the behavior of
markets in which the firm operates.

Therefore, we must look clsewhere for insight into
managerial behavior. Berle and Means |1] are widely
recognized for initiating a discussion of the problem
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associated with separation of ownership and manage-
ment in the corporation, and their work has stimulated
research In accounting, finance, and economics. The
essence of the problem is that the corporation’s sucess
in raising capital from diverse sources leads to widely
dispersed ownership of the firm, while managememn
and control are vested in a smail group. The manage-
ment group often owns only a small fraction of the
firm’s shares. Actions of managers to increase their
perquisites and reduce personal risks at the expense of
maximizing the value of the firm are spread over many
shareholders, most of whom own too few shares Lo un-
dertake extensive monitoring of management. In theory
the board of directors is charged with looking alter
shareholders’ intcrests, but often they too have small
ownership positions in the firm and possess less infor-
mation than managers.

Jensen and Meckling [9] placed the issue of separation
of ownershipe and control in a broader theorerical
context in their work on agency theory. T'he modern
corporation is viewed in that model as a set of contrac-
tual relationships among owners of resources and the
firms’ customers, Conflicts between owners and man-
agers are seen as part of the general problem of costly
contracting between principals and agents.

It is significant that agency theory does not depend
on non-maximizing behavior on the part of managers.
Managers arc assumed to maximize their utility, which
depends on value of the firm and non-pecuniary bene-
fits. If the managers own 100% of the firm, consump-
tion of non-pecuniary benefits reduces the value of the
firm and thus their wealth —in a one-to-one relation-
ship. As outside shareholders are added to the ownership
group, managers can enjoy non-pecuniary bencfits
and have the effects of that consumption on the value
of the firm sprcad across many shareholders. As
ownership becomes more and more dispersed, those
incentives grow stronger, since the effects are spread
over more outstders, while the difficulty of sharcholder
monitoring increases. Nonetheless, consu mption of
non pecuniary benefits does have a cost to managers in
the form of lost value of the firm, and these wealth los-
ses temper the willingness of managers to increase their
non-pecuniary benefits.

Although Berle and Means are widely recognized as
initiating the modern discussions of separation of
ownership and contrel, the issue did not escape earlier
notice. Adam Smith saw the problem in the Wealth of
Nations [17, p. 700]:



The directars of such [joint-stock] companics. howeves,
being the managers ot other people’s money than of
thetr own, it cannot well be expected that they shoudd
watch over it with the saine ansious vigilance with wich
the pariners 1w private copartnery lrequently watch
over their own. Like the stewards of a rich man, they
are apt to consider attention 1o small matters as not for
their master's honour, and very casily give themselves a
disprnsation from having 1. Negligence and profu-
sion, therelore, must alwavs prevail, more or less, in

the management of the affairs of such a company.

And while Smith was observing a relatively new in-
stitution  the joint stock company, or corporation -
there is cvidence of conflict berween managers and
sharcholders even earlier. The Duich East India Com-
pany. onc of first major joint stock compunies, was or-
ganized in 1602, as a successor Lo a parm(‘rship arrange
ment that preceded it |18]. By 1623, conflicts between
managers {bewindhebbersy and sharcholders resulted
in modifications of the firm's charter [18, p. 2441

Anecdmal evidence suggests that the concern ovel
separation of ownership and control is not withour mod-

ern foundation. For cxample, in 1986 the board of

directors of Allegheny International finally replacced
its chairman, Net income had been declining for 5 years,
along with the stock price. The finm had been spending
lavishly on corporate jets, exceutive benefits, jobs tor
relatives of executives, investments i troubled real ¢s-
tate projects after exccutives had made personal in
vestments in those projects, and low interest loans to
executives 2], The board of direciors included the
CEO of a large food products livm, a reiired general
with extensive high-level government experience. and
the president of a major university. Irenically, the uni-
versity president 1s also a well-known economist who
was writlen on the theory of the firm.

A similar story etnerged about RJR Nabhisco atter its
leveraged buyout [16]. Exccutives enjoyed liberal allow-
ances for club dues, luxury automobiles, and elegant
furnishings for their offices. The firm had 10 airplanes
and 36 pilots, and paid various sports stars over 32
million a year for “appearances” at RJR Nabisco events.
The chairman was quoted as saying, “a few million
dollars. . .

It is important to note in both of these examples that

are lost mn the sands of time.” ’ ‘

we are not describing situations of bad judgments on
investments or investment decisions that might be
challenged with the benefit of hindsight. Racher, the
behavior was that of lavish spending that exceeded
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amounts necessary to run the firm. And the boards of
directors cither did not curb the behavior or moved
slowly 1o do se.

I1I. Board of Directors

In theory, problems caused by separation ol ownership
and control in modern corporation should be mitc
igate by the monitoring of management by the board
of directors. In practice, many ohservers guesiion
whether such monitoning s eflective. Anecdotal evi-
dence such a the Allegheny International example can
be found in othier firms. Management consultant and
author Peter Drucker claims thar althhough boards awe
changimg, they work well only "o the case of @ ca-
tastrophe”™ [19].

Crities charge that boards become dependent on ine
cumbent management for Lac directors fees. and ae
therefore recluctant w rock the boar, During a receni
iakeover aticmpt of Lockheed, 2 large institutionai
mvestoy complained that stock ownership by outside
board members 15 minuseule. Their financial Hiks
the firmy ave thevelure ke those of paid managers. no
those of mvestors.

There s evidence, however, wo indicate that boards
are not oblivieus w the perfonnance of the firm. Pom
stock market perforimance tends to increase the Hikeli-
hood of remoeval of a chief executive ofticer (ClO
[253]. However, remaoval is much more Hikely when the
board 1s dominated by oursiders, defined as direcrors
who do vot work for the company. Researclhi by
Maorck, Shieifer, and Vishny [14] en Fortune 500 ¢om-
panics found that removal of wp managers v more
lkely to oeeur when the finin underperforms vefatve (o
other fivms i the industry. as opposed simply 16 poor
pertormance. In other words, poar perfonmunce of the
cntire industry does not seem o cause boavds of dive
tors Lo remove managers, but poor pertormanee ol the
fire relative w the industry does.

By conwrast. poor mdustry performance seemns 1o SUIT
ulate hostile takeovers. While boards of directors
may be reluctant w replace top managers of a firm
that iy matching the performance of a poorly perform
ing industry, that firm is likely o becorme a target of a
hostile takcover. The implicadon 1s that the markel
for takcovers is providing stronger discipline [or man-
agement than internal discipline [rom the board of
dircctors,
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IV. External market
for control

While the etticacy of the board of directors 1o reduce
conflicts between managers and owners may be subject
1o debate, the growth of hostile attempts to takeover
firms is beyond dispute. These takeover activities consist
of two forms - tender offers and proxy contests —and
represent a market for corporate control.

Tender offers. — From levels of fewer than %0 offers
a year in the carly 1960, tender offers in the U8, were
running in cxcess of 100 a year by the mid-1980s [5].
Tender offers represent attemnpts to pruchase a control-
ling interest in the firm by offering to buy shares in the
market, typically at a substantial premium above the
market price. Accompanying this increased popularity
of the tender offer as a means of corporate conrrol has
been a growing outcry from corporate exccutives, who
are not anxious to see themselves displaced. Corporate
managers lave been joined in their concern by polid-
cians, who have responded from time to time with leg-
islarive proposals to curb takeover activity. On bal-
ance one can say rather clearly that tender offer take-
overs have not been bighly regarded in some circles.

Financial economists, on the other hand, see the
tender offer as an effective market force to counter the
power of entrenched managers, Moreover, cvidence
suggests that tender ofters are wealth-creating activi-
ties. Sharecholders of target firms enjoy abnormal re-
turns of 30% or more as a result of tender offers, while
shareholders of the bidding {irms experience abnormal
returns that about zero. Thus, while the distribution of
the gains from these takeovers tend to be skewed to-
ward the shareholders of the target firms, on balance
the gains are positive. Takeovers by tender offers create
wealth.

At this juncture it is wirth digressing for a4 mmoment
to review the methods being used in modern financial
research to assess economic effects of financial deci-
sions. The essence of the method is to assess stock mar-
ket reaction to corporate cvents, such as mergers,
takeovers, or other policy decisions. A positive market
reaction 1o an event is said to generate 4 positive ab-
normal return, whichi 1s 4 return over and above what
would be expected on the company's shares. More
specifically,

f\RJ‘ = RJ.E — kK (th),
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where AR][ is the abnormal return on the stock of com-

pany j at tme t;

R. - the rate of return  dividends and capital
gains —on the stock of company j at time
L

E(R ) = theexpected rate of return on the stock of
company ] at time t. {The expected return
on company j's shares typically would be
estimated by relating its hiscorical retruns
to returns on the stock market as a whole:
k. (le} —a t bR, + e where R 13
the return on the entire stock market, e, is
an crror term, and a and b are cstimated
[comn historical data. The b term is the

stock’s beta coefiaent.)

If ithe stock market s efficient  that 1s, 1f the market
quickly reflects all relevant information - then positive
abnormal returns reflect increases in the value of as-
sests. There is abundant evidence in modern literature
on accounting and finance that stock markets are indeed
sophisticated processors of information. Thus, financial
economists are inclined to view the positive abnormal re-
turns that accompany tender offers as evidence of wealth
creation.

The specilic causes of the gains from tender offers
cannot be discerved from the abnormal stock returns
rhernselves. But some causes are suggested: companies
subject to hostile tender offers are often forced to sell
off assets and abandon diversification cfforts. Sir James
Gobdsmith's attempted takeover of Goodyear had this
result, causing financial analysts and competitiors to
0!)5(‘['\/&' lhifll Goodyeal‘ was a StTUT]gE‘I' Company aftcr
its divestiture of assets in the oil industry [22]. A new
president of Phillips Petrolcum admitted that attemped
takeovers of the firm had caused it to divest asscts and
focus on its “basie” husiness, and that the {irm had

i

previously been “wasting money’ in its diversification
ctforts |25].

It is noteworthy that neither of these examples result-
ed in un actual takeover of the target company. The
threat of a takeover, however, affected important pol-
icy decisions within the firm. Hostile takeovers provide
a market mechanism  a competitive mechanism — 10
change management’s bchavior,

Another potential source of wealth creation caused
by takcovers relates Lo operating efficiencies. T'wo
large food retailers in the U8, — Kroger and Safeway
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avoided takeovers by major restructurings. Kroger
did a leveraged recapitalization and Safeway was
taken private through a leveraged buyout (LBO). In
both cases, staffs were cut and cxpenses reduced. The
takeover attempis put pressures on these firms to take
steps to be more cfficient than they otherwise would
have been.

Critics of takcovers often cite a third source of ab-
normal returns to shareholders—redistribution of
wealth away from other stakeholders, such as bond-
holders and labor. Support for this source of gain is
not convincing. Studies of bondholder impacts result
ing from mergers and acquisitions and from leveraged
buyouts do not show signiticant losses to bondholders
{6]. With respect to wage reductions, there is a lack of
systematic evidence on the effects of takcovers. Howev-
er, anecdolal evidence suggests that takeovers and res-
tructuring reactions to takeovers are accompanied by
attempts of management to obtain wage concessions,
Whetlier such attemnpts represent some form of social
loss 1s not unequivocally clear.

These potential sources of shareholder gain provide
an answer to critics of takcovers who question how a
firm can be worth more to an acquirer than it sells for
in a stock market that is supposedly efficient [22]. The
firm is worth more Lo the acquirer because new control
of the firm can improve the productivity of its assets.
The fair or eflicient price of a share reflects future
cash flows associated with that share, and those cash
flows depend on the investments made by the firm and
the expenses it incurs. Eliminating poor investments
and trimming lavish expenses create value 1o share-
holders by improving the etficiency of the firm.

Proxy Contests.
tempt by dissident sharcholders to clect members to

A proxy contest involves an at-

the board of directors. In extreme form, the entire
board may be displaced in the clection. While proxy
contests are less popular than tender offers and
thought to be a less effective mechanism for corporate
takeovers, stock market reaction to such events is posi-
tive. Shareholders experience positive abnormal re-
turns, even when the dissident shareholders are unsuc-
cessful. As with unsuccessful takeovers, the challenge o
incumbent management appears to portend favorable
changes for sharcholders.

A basic problem with proxy contests as a mechanism
for control relates 10 the difficulty and cost of mobiliz-
ing widely dispersed shareholders to the cause. Also,
institutional investors in the past allegedly have tended
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to side with incumbent management, although tend-
ency may be changing |20).

An illustration of the potential impact ot a proxy
contest 1s seen in Lthe case of GAF, After unsuccestully
cheilenging management of GAF, Samuel Tleyman
launched a proxy contest and won conitrol of the com-
pany. Within his first year as CEC}, Heyrman cut operat-
ing expenses by 239 and fired 15% of the firm’s em-
pioyees. Bond ratings of the firm improved somewhat,
and :the stock price increased sharply [21]. The same
firm became more valuable because of increased effi-
clencies.

V. Financial Policies

Just as the board of direclors represents an internal
control device Lo mitigate agency problems and take-
overs represent an cxternal market for control, manag-
ers and directors may adopt financial policies to reduce
the costs of separation of ownership and control. Fi-
nancial policy decisions related to dividend payout
and capital structure affect the monuoring of the
monitoring ol the fiem by capital markets and the dis
cretion of managers o undertake investments and in-
CUT eXPenses.

Internal sources Lypical]y represent 75-8597 of the
funds raised by U.S. corporations. Aside from the fac
that internal sources reduce transaction costs, they
also insulate the firm from the monitoring and scru-
tiny that accompany trips to the external capital mar-
ket. Managers and directors attempting to reduce
conflicts of interest between owners and managers can
reduce managerial discretion and increase external
monitoring of the firm by paying out cash flows in the
form of dividends and by issuing debl.

Dividend Policy.
decision o pay dividends as something ol a purzle, Div-

Financial economists regard the

idends are taxable to investors, sometimes at rates that
are unfavorable compared with capital gains that ac-
crue to reinvested carnings. Even i the face of equal
tax rates, taxes on capital gains associated with rein-
vestment of earnings can be deferred. Yet firms pay div-
idends., often while raising capital in external capital
markets.

The stmultaneous payment of dividends and the
raising of external capital can be viewed as a way of 1e
ducing conflicts between managers and owners, Irips
to the external capital market result in the monitoring
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of the firm hy investment bankers or other financial
intermediaries [3]. Subjecting managers wo this form
of monitoring assists the widely dispersed owners in
these attempis to monitor mwanagement.

In addition, dividend payout reduces the tertdency
tor tie {irms’s debt ratio to fall as retained earnings
build up. Managers have personal interests in reduc-
ing the bankruptey risk of the firm by reducing the
debt ratio, but such reductions serve Lo enhance the
well-being of the debtholders., Paying dividends re-
duces the likelihood that bondholders will gain at the
expense of shareholders.

There 1s some cmpirical cvidence to support the
agency theory of dividends. A study of 1,000 U.S.
firms [15] foeund that dividend payout ratios inereasc
with the number of sharcholders. This finding is con-
sistent with and agency-cost motivation for dividends.
Increased numbers of shareholders means widely dis-
persed ownership, and dividend payout reduces moni-
toring ¢osts In that environment.

Increased haldings of shares by insiders reduced div-
idend payout ratios in the study. That finding is also
cosnsistent with agency theory. As insiders own more of
the firm, problems associated with scparation  of
ownership and control are reduced.

While agency theory explanations for dividend pay-
oul are a rclatively recent development in financial
theory, evidence of sharchoider concern over the issue
is not. As noted earlier, the Dutch East {ndia Company
expericenced conflicts between managers and sharehold-
ers in the early 1600°s. A principal source of those con-
flicts was dividend policy. Sharcholders claimed in a
formal protest that dividend payout was too low, and
thai management had wasted resources by acts of war
[18, p. 247]. L appears that earnings werc reinvested
in the firm in cxcess of the levels contemplated in the
company's charter. The propensity of management to
reinvest carnings, cven in unprofitable ventures, is not
a 20th century development.

Captal Structure. — Conflicts between managers
and shareholders can be reduced if managers’ discre-
tion to take actions inimical to shareholders’ interests
is reduced. Substitution of debt for equity capital is
one method to reduce that discretion.

Use of debt capital creates contractual obligations
for the firm. A capital structure with much debt can
be said to result in a governance structure characterized
by rules, whereas equity capital creates a governance
structure characterized by discretion |27]. The contrac-

tual nature of debt forces payout of cash flows. Jensen
18] describes the substitution of debt for equity capital
as a process of “bonding” dividend payments. Manag-
ers discretion to use funds for poor investments is thus
curtailed and conflicts between managers and share-
holders are reduced.

At very high levels, the contractual obligations of
debt torce managers to look for opportunities to cut
costs, Accounts in the financial press often recount the
“backs-to-the-wall” sentients of managers operating
in highly leveraged firms. Managers are thus severely
limited in their abilities 1o engage in lavish expend-
itures.

Two recent financial innovations are an extension of
the use of debt to reduce contlicts between managers
and stockholders. These are leveraged buyouts and le-
veraged recapitabizations. Both involve substitution of
debt for equity capital in the firm’s financial structure.
‘The leveraged recapitalization wypically inolves the is-
suance of debt which is used to pay a large extraordi
nary dividend. Sometimes the book value of the firm’s
equity becomes negative. Managers and sometimes
cmployees receive additional shares of stock in hieu of
the dividend. The result is a highly leveraged capital
structure and increased ownership of shares by manag-
ers and perhaps employees. The firm remains public.

The leveraged buveut {LBO) also uses large amourus
of debt. In this case, the public shares are repurchased
with the proceeds of the debt issue. The firm goes pri-
vate, where ownership is concentrated in relauvely few
hands. Typically. the former managers of the public
firm end up with significant ownership of shares. The
wide dispersion of ownership that is typical in the mod-
ern corporation is eliminated, and ownership and
control are closely aligned. Firms that undergo LBO's
sometimes return 10 public status after scveral years,

Evidence suggests that thsese reorganizations do
produce efficicncy gains. A study of companies that
underwent LBO's shows thal operating earnings and
operaling margins (as a percentage of sales) of the
sample companies rose relative to carnings of coutro!
companies operaling in the same industries [10]. These
changes are indicate of operaiing efficiencies caused
by the LBO.

Cormmments of the chief executive of Safeway tell a sim-
ilar story about that LBO [13]. Intercstingly, the
substizution of debt for equity and the resulting elim-
ination of “incomc” sirengthencd the bargaining
power of the firm in its wage negotiations. High levels



of net income were viewed as surpluses by the union,
whercas interest was viewed as an expense. The CEQ
observed that the high debe levels forced operating of-
ficiencies that would not have been possible when the
firm was showing high net income.

Market reaction to leveraged recapitalizations has
been favorable. Sharcholders in a smal sample of firms
undergoing this form of restructuring experienced ab-
normal returns of 339% [11]. Some of the gains may
arise form the tax benefits of debt, as apposed to ctfi-
clency gains. Nonerheless, sharcholders have benelited
from the recapitalizations.

Decisions (o engage in LBO's and leveraged recapit
alizations frequently follow 1akeover attempts. Thus,
the external market for control is playing an important
role in stimulating internal financial policy decisions,
Again, the importance of competitive market [orees
tor disciplining managers cannot be overstated.

VI. Summary

The corporate form of arganizauon typifies the mod-
ern business firm, and its success as a vehicle for rais-
ing capital is beyond dispute. The success of the corpo-
ration in raising capital, however, results In widely dis-
persed ownership. Long ago it was recognized thac the
separation of ownership and management could lead
to inefficiencies that reduce the value of the firm.

Conflicts between sharcholders and managers can
be reduced by monitoring activities of boards of direc-
tors, by the external market for control of the corpora-
tion, and by financial policies.

There is evidence to suggest that, while boards of i
rectors are not oblivious 1o shareholders interests, the
board as an institution is not sufficiently rigorous as a
monitor to eliminate incfficiencies in the modern firm.
Firms can adopt financial policies that reduce oppor-
tunities for managers to take actions inmmical to share-
holder interest. Payment of dividends and usc of dcbt
reducc managerial discretion. Recent financial inno-
vations, such as leveraged buyouts and leveraged re-
capitalizations, are strong examples such policies,

The most rigorous monitoring device is found in
takeover attempts. Such events are an external market
force that has been shown to create wealth for share-
holders and to change firm behavior, even when not
successful. Curtailing these activities through legal
restraints would reduce the pressure on firms to be
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more ¢fficient. It is not clear that a good substitute
exists for discipline that is enforced by takeover at-
tempts, and thus suceesslul attempts to prevent take
overs will carry the cost of reduced economic effi-
clency.

References

I, A, A Berle and G, Means, The Madern Corporation
and Private Praperty, New York, Macivlillan, 1952,

2. 7 Big Troeuble at Allegheny™, Business Week, August 11,
1980,

3. F. Easterbrook. “I'wo Agency Cost Explanations of Div-
idens”. dmercan Feonomee Revdew, September 1984,
Pp. 6540-058.

4. 5. Gannes, “The Proxy Fighter Whe's Turmning Around
GAY”, Fortune, February 4, 198D,

5.1 R, Havington, Cuse Studees in Finaneal Docision
Mualking, 2od ed.. Chicago. Dryden Press, 1989,

6. Go AL Jarvelll JooAL Buickley, and J. M, Netter, " The

Market for Corporaie Control: The Empirical Evidenee

Since 19807, fournal of Econonue Perspectives, Winter

LOEE, . 49 68,

M. €. Jensen, “Takcovers: Folklove and Science™ Hur

=

vard Busiess Rewiew. November-December 1951, pp.
109-121.

B, M. . Jensen, “The Takeover controversy: Analysts and
Evidence”, Midlund Corporate Finance fournal. Summer
1986, pp. 6 32,

9. M. Jemsey and W. 1. Meckling, “"Theory ol the Firm:
Managerial Behavior, Agency Costs and Ownership
Structure”, fournel of Foencwd Economdes, October
1976, pp. 305-360

1. 5. Kaplan, "Management Buvouts: Efficiency Gatns o
Value Translers?” Working Paper. University of Chica-
go, Oaober 1988,

11. R. T. Kleiman. = Fhe Sharcholder Gains Irom Leveraged
Cash-Outs: Some Preliminany Evidenee.” Jowriad of
Applicd Corporate Ferance Spring 1988, pp. 4053,

12, Kroger, Inc.. "Notce of Annual Meeung ol shave:
holders, Proxy Statement and Financial Information
March 29, 1989,

15, P AL Magowan, “The Case for LBCs: The Safeaway
Expetiencee”,  Californee Management  Reve w, Fall
1984, pp. 9-18.

I1. R. Morck, A. schlefer, and K. W, Vishoy, " Alternative
Mechanisms for Corporate Control” A merican Leo-
nontie Reviewe, September 1989, pp. 842-80%,

15. M. Rozetf, "Growth, Beta, and Agency Costs as Detes
minanes of Thvidend Payout Ravios”, Jowrnal of Finan-
il Research, Fall 1482, pp. 249-259,



Investigacion Administrativa

“Secret Scenes from the RJR Wars”, Wall Sireet Journal,
January 4, 1990.

A. Smith, The Wealth of Nutions (1776), New York,
Modemn Library, 1937,

N. Sweensgaard, "The Dutch Fast India Company as an
Institutional Innovation”, Dutch Capitalism and World
Capitalism, M. Aymard, ed., London, Cambridge Uni-
versity Press, 1982,

“l'aking Charge: Corporate Directors Start to Flex
Their Muscle”, Business Week, July 3, 1989,

“Vhe Battle for Corporate Control”, Business Week,
May 18, 1989,

“The Proxy Fighter Who 15 Turning Around GAF”,
Fortune, February 4, 1985,

24.

35

J- Tobin, "On the Efficiency of the Financial System”,
Lloyds Bank Rewew, July 1984, pp. i-15.

R. Winter and G, Stricharchuk, “Goodyear Could Be
More Efficient Firm As it Focuses on Tires and Cuts
Costs”, Wall Street Jowrnal, Novernber 24, 1486,

j. ¥. Weston, K. 5. Chung, and §. E. Hoag, Mergers,
Restructuring, and Corporate Control,
Cliffs, NJ, Prentice Hall, Inc., 1990.

M. Weishach, “Outside Directors and CEO Turnover”,
Journal of Finaneial Economies, March 1988, pp, 461-
492,

“What the Raiders Did to Phillips Petroleum™, Business
Week, March 17, 1986.

. Williamson, “Corporate Finance and Corporate Gov-

Englewood

ernance”, fournal of Finance, July 1988, pp. 567-592.



