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This study investigates factors affecting the Japanese firm’s decision to divest a
subsidiary and those influencing the firm’s choice of divestment mode @.e. closure vs.
selloff). We find that closure and selloff target different kinds of subsidiaries: While
closure is mainly used to remove an unprofitable subsidiary, selloff normally targets
non-core subsidiaries which are more salable than the rest of the firm. This finding
suggests that, though closure and selloff are both a method of downsizing, they play
heterogeneous roles in corporate restructuring.
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