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Abstract 

Labor restructuring is a key driver of takeovers and the associated synergy gains worldwide. In a 

difference-in-differences research design, we show that major increases in employment 

protection reduce takeover activity by 14–27% and the combined firm gains (synergies) by over 

half. Consistent with the labor channel behind these effects, deals with greater potential for 

workforce restructuring show a greater reduction in volume, number, and synergies. Increases in 

employment protection impede layoffs, resulting in wage costs that match the magnitude of 

synergy losses. Offer prices are not fully adjusted, with both bidders and targets exhibiting lower 

returns following the reforms.  

 

JEL classification: J08; G14; G34; K31 

Keywords: Employment protection, Takeovers, Mergers and acquisitions, Synergy gains, 

Premiums, Efficiency 

 

 

*We thank an anonymous referee, Kenneth Ahern, Pat Akey, Eric de Bodt, François Derrien, Craig Doidge, David 

Goldreich, Jarrad Harford, Johan Hombert, Anzhela Knyazeva, Diana Knyazeva, Micah Officer, Dimitris Petmezas, 

Christoph Schneider, Antoinette Schoar, David Thesmar, Nick Travlos, Alfred Yawson, Huizhong Zhang, 

participants at the Edinburgh Corporate Finance 2016 Conference, European Finance Association 2016 Conference, 

Financial Intermediation Research Society 2016 Conference, Financial Management Association European 2016 

Conference, Telfer Accounting and Finance 2016 Conference, and Spanish Association of Finance (AEFIN) and 

Colegio Universitario de Estudios Financieros (CUNEF) XXIV Finance Forum, as well as seminar participants at 

City University London (Cass Business School), ESSEC Business School, HEC Paris, Universidade Catόlica 

Portuguesa, Université Paris-Dauphine, University of Toronto (Rotman School of Management), and University of 

Waterloo for useful comments and suggestions. Corresponding author: Andrey Golubov, E-mail: 

andrey.golubov@rotman.utoronto.ca, Tel.: +1 416 946 8427, Fax: +1 416 971 3048.  



Download	English	Version:

https://daneshyari.com/en/article/5100579

Download	Persian	Version:

https://daneshyari.com/article/5100579

Daneshyari.com

https://daneshyari.com/en/article/5100579
https://daneshyari.com/article/5100579
https://daneshyari.com/

