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Using the case of management buyouts (MBOs) in Japan, we analyze the impact
of changes in governance structure on corporate value. At the time of MBOs, the median premium was
41.4%, and the median post-MBO risk-adjusted return was 45.0%. Like American companies, Japanese
corporations in Japan created corporate value through MBO. However, while the source of value
creation in the United States is the reduction of agency costs (Kaplan 1989), in the case of
Japanese companies, we support the underpricing hypothesis that MBOs have increased their value
because of the underpricing before the MBO. This underpricing was caused by company-specific
factors, not time series or industry factors.
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