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Panel A: Dual-class and all single-class firms 

 

 (1) (2) (3) (4) (5) (6) (7) 

 Δ Number of 

segments 

Δ  Q 

correlation 

Δ  Q 

volatility 

Δ  Cash flow 

correlation 

Δ  Cash flow 

volatility 

Δ  Earnings 

correlation 

Δ  Earnings 

volatility 

 
       

Dual class share -0.236*** 0.010*** 0.086*** 0.012*** 0.040*** 0.009** 19.948* 

(dummy) [-5.93] [3.10] [7.83] [3.77] [5.41] [2.42] [1.91] 

ln(Firm size) 0.006 -0.001 0.023*** -0.000 0.052 0.000 -3.766 

 [0.77] [-1.16] [4.46] [-0.77] [0.95] [0.32] [-0.58] 

Book-to-market -0.054 0.001 0.005 -0.002 0.196 -0.000 -2.552 

 [-1.32] [0.30] [0.22] [-0.86] [0.93] [-0.02] [-0.09] 

Leverage 0.154*** -0.001 0.101*** -0.003 -0.417 -0.002 -35.124 

 [3.56] [-0.35] [3.50] [-0.89] [-0.92] [-0.82] [-0.99] 

Dividends 0.020 0.003** 0.052*** -0.001 0.002 -0.001 31.339** 

(dummy) [0.97] [2.09] [5.76] [-0.53] [0.27] [-0.38] [2.13] 

Turnover -0.151*** 0.005* -0.181*** 0.002 -0.148 -0.002 -16.787 

 [-3.66] [1.76] [-4.79] [0.52] [-0.90] [-0.80] [-0.69] 

Stock returns -0.003 0.001 0.052*** 0.001* -0.005 -0.000 -3.324 

 [-0.44] [1.00] [2.61] [1.77] [-1.45] [-0.28] [-0.95] 

Relative size -0.000*** 0.000 0.000*** 0.000 -0.000 0.000 -0.009*** 

 [-2.74] [0.93] [3.23] [0.14] [-0.93] [0.23] [-18.27] 

Stock M&A 0.001 -0.000 -0.044** 0.000 -0.127 0.003 -4.530 

 [0.05] [-0.09] [-2.27] [0.02] [-0.99] [1.25] [-0.23] 

Cash M&A -0.043** -0.000 -0.006 -0.003* -0.022 0.001 -4.936 

 [-1.98] [-0.27] [-0.71] [-1.88] [-0.97] [0.35] [-0.28] 

        

Observations 6,403 6,403 6,403 6,403 6,403 6,403 6,403 

Intercept YES YES YES YES YES YES YES 

R-squared 0.009 0.003 0.064 0.004 0.008 0.002 0.001 
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Panel B: Dual-class and propensity-matched single-class firms 

 

  (1) (2) (3) (4) (5) (6) (7) 

 Δ  Number of 

segments 

Δ  Q 

correlation 

Δ  Q 

volatility 

Δ  Cash flow 

correlation 

Δ  Cash flow 

volatility 

Δ  Earnings 

correlation 

Δ  Earnings 

volatility 

  
       

Dual class share -0.227*** 0.005** 0.097*** 0.009* 0.044*** 0.012** 42.093* 

(dummy) [-3.09] [2.00] [4.33] [1.77] [5.64] [2.33] [1.73] 

ln(Firm size) 0.072** -0.002 0.020** 0.000 -0.001 0.001 3.112 

 [2.07] [-0.85] [1.97] [0.12] [-0.24] [0.90] [0.55] 

Book-to-market 0.168 -0.006 0.051 0.005 0.022 0.013* -118.856* 

 [0.99] [-0.82] [0.94] [0.69] [1.35] [1.83] [-1.71] 

Leverage -0.057 0.012 0.107* -0.014** -0.023 -0.005 -61.096 

 [-0.44] [1.49] [1.92] [-2.34] [-1.20] [-0.88] [-0.65] 

Dividends -0.064 0.001 0.049** 0.002 0.000 -0.009* 28.691* 

(dummy) [-0.85] [0.16] [1.99] [0.35] [0.07] [-1.88] [1.65] 

Turnover -0.429** 0.015 -0.120 0.001 0.047 0.003 -274.818 

 [-2.57] [1.45] [-1.08] [0.08] [1.32] [0.31] [-1.56] 

Stock returns -0.014 0.002 0.076*** -0.001 -0.017*** 0.001 8.367 

 [-0.35] [0.64] [3.50] [-0.22] [-3.28] [0.55] [0.84] 

Relative size -0.000*** 0.000 0.000* -0.000 0.000 -0.000 -0.010*** 

 [-2.66] [0.82] [1.71] [-0.60] [0.10] [-1.29] [-22.87] 

Stock M&A 0.084 -0.005 -0.020 0.006 0.000 0.002 12.477 

 [0.47] [-0.96] [-0.35] [0.92] [0.00] [0.19] [0.45] 

Cash M&A 0.004 0.008 0.028 0.005 -0.002 -0.003 -32.653 

 [0.06] [1.36] [1.37] [0.86] [-0.25] [-0.51] [-1.07] 

        

Observations 524 524 524 524 524 524 524 

Intercept YES YES YES YES YES YES YES 

R-squared 0.030 0.009 0.125 0.010 0.091 0.019 0.057 
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Chapter Two: CEO Appointment in Corporate Spin-Offs 

1. Introduction 

Many studies show that different CEO styles or characteristics affect corporate 

decisions and performance.  Our study provides new evidence on the topic.  Specifically, 

using a sample of spin-offs, we look at how CEOs with certain expertise affect shareholder 

wealth and operating performance. If CEOs with financial expertise are appointed at the 

spun-off units, there are positive abnormal announcement returns, higher amounts of 

external financing and better operating performance after spin-offs.      

Spin-offs are unique events that provide many opportunities to examine corporate 

finance issues such as a firm’s investment policy and restructuring of the firm’s assets.   

The majority of spin-off studies focus on the consequences of spin-offs in which a firm 

separates one or more of its subsidiary(s), creating a publicly traded firm.  For instance, 

since a conglomerate’s diversification discount is attributable to its inefficient investment 

policies, refocusing through spin-offs significantly increases the firm's investment 

efficiency (Ahn and Denis, 2004; Burch and Nanda, 2003; Ahn and Walker, 2007).   

 However, we still know very little about how corporate governance structure changes 

around spinoff transactions. In practice, existing firms (referred to as parent firms) 

determine large aspects of the spin-off dynamic, such as signaling which unit will be spun 

off, and the selection of the unit’s management team (Wachtell et al., 2013).  In most spin-

offs, parent firms choose one of their executives or promote a division manager as the spun-

off unit’s CEO4.  We hereafter refer to these as parent firm CEOs and division CEOs, 

                                                           
4 Wruck and Wruck (2002) classified the CEOs of spun-off units as insiders and outsiders.  The insiders are 

spun-off unit CEOs with long tenure at parent firms and the outsiders are spun-off unit CEOs hired as 

executives at parent firm fewer than three years before the spin-off announcement.  In our sample, we only 

have eight outsiders based on Wruck and Wruck (2002) classification and their average tenure at parent firm 
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respectively.  Wruck and Wruck (2002) study the cross-sectional variation in terms of 

restructuring top management at spun-off units.  Specifically, they find that when one of 

the parent firm’s executives is assigned as top management of the spun-off unit, there is a 

significant wealth effect at the spin-off announcement.  They explain that this occurs 

because executives at parent firms might be governance experts or perhaps possess more 

management experience compared to division heads.  

However, it is still not clear what kind of expertise is related to the value creation of 

spin-offs if they have any.  On the other hand, it is also possible that parent firms search 

for specific expertise for spun-off unit CEO candidates regardless of whether they are 

parent executives or division heads.  So, in this study, we investigate corporate spin-offs in 

terms of changes in governance structure, specifically, in the selection of CEOs at          

spun-off units. 

A variety of studies show that one of the most important reasons of spin-offs is to 

enhance accessibility to capital markets following spin-offs in order to accelerate spun-off 

units’ growth opportunities.  For example, Krishnaswami and Subramaniam 

(1999) empirically show that since spin-offs mitigate information asymmetry, a firm with 

weak cash flow is more likely to engage in a spin-off if its subsidiary has potential         

stand-alone growth opportunities.  Thus, we hypothesize that parent firms prefer to assign 

CEOs with financial expertise at spun-off units if firms in need of external financing are 

more likely to engage in spin-offs.   

                                                           
is 2.86 years before the spin-off announcement.  Since we are interested in rationale for parent firms’ choice 

between parent firm CEOs and division CEOs, we classified these outsiders as parent firm CEOs in our 

sample.   
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In other words, we believe that spun-off unit CEOs with financial expertise can better 

utilize an in-depth understanding of external capital market resources compared to those 

without such financial expertise. Accordingly, we predict that shareholders’ wealth 

significantly increase when parent firms appoint CEOs with financial expertise at spun-off 

units.  This is affirmed by Miles and Rosenfeld (1983) who suggest that a spin-off 

announcement should result in a positive market reaction if investors expect increased 

future cash flows through the firm’s divestiture.  At the same time, we expect to see 

significantly increased external financing activities for firms with spun-off unit CEOs with 

financial expertise following the spin-off. 

We find that the choice of spun-off unit CEOs explains a great deal of cross-sectional 

variation in the stock market reaction to spin-off announcements and operating 

performance, especially when CEOs with financial expertise are appointed at spun-off 

units.  For instance, the stock market reaction to the spin-off announcement is significantly 

greater when financial experts are appointed at spun-off units as CEOs. Additionally,        

the considerable growth in external financing following spin-offs is mostly attributable to 

firms with spun-off unit CEOs possessing financial expertise. Consequently, the post-

spinoff firm’s operating performance significantly improves for firms with spun-off unit 

CEOs with financial expertise.  When CEOs with non-financial expertise are chosen 

regardless of their position at parent firms, we observe zero or negligible stock price 

reaction at the spin-off announcement, and detect no significant changes in external 

financing activities or operating performance following spin-offs. 

Our study contributes to the growing literature on CEOs’ skills and their impact on 

operating performance.  Using a sample of spin-offs, the evidence shows that CEOs with 
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financial expertise appear to improve firms’ accessibility to external capital markets and 

consequently, enhance operating performance. 

 The remainder of the paper is organized as follows.  Section 2 and 3 describe our data 

and report descriptive statistics.  In section 4, we examine stock market reaction to spin-

off announcement and post-transaction changes in external financing activities and 

operating performance based on spun-off unit CEOs with financial expertise.  Section 5 

concludes the study.  

 

2. Data collection and sample formation 

Our sample consists of 109 completed spin-offs between 1994 and 2009.  The initial 

431 spin-off samples are drawn from the Security Data Corporation (SDC)’s Merger and 

Acquisition database on spin-offs taking place between 1994 and 2009.  Based on the deal 

synopsis from SDC, we exclude transactions from the initial sample if (a) it occurred as a 

result of parent firm’s lawsuit or acquisition by another firm, (b) the spin-off occurred 

because of parent firm’s merging with another firm or (c) either the parent firm or the spun-

off unit was acquired by or merged with another firm in the year after the spin-off.  After 

this procedure, we have 244 spin-off samples.   

Of the 244 samples, we retain observations satisfying the following criteria.  First, 

we include all successfully completed spin-offs in the United States.  Second, we require 

the spin-offs to make a 100% distribution of the unit’s stock to shareholders (i.e. the non-

taxable spin-offs) to ensure that the spun-off unit is an independent firm.  Third, we restrict 

the sample to firms having at least two years of financial data on COMPUSTAT and stock 

price information on CRSP before spin-offs for parent firms and after spin-offs for both 
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parent firms and spun-off units.  Fourth, we retain 29 spin-offs in which the spun-off units 

are publicly traded at the time of spin-off announcement and exclude 13 deals involving 

carve-outs over the sample period.  Additionally, we require parent firms and both the 

resulting parent firms and spun-off units to issue a proxy statement available in the year 

preceding the spin-off announcement and in the year succeeding the spin-off execution, 

respectively.  Lastly, we exclude spun-off units operating in financial services and utilities 

(SIC 4900-4999, 6000-6999).  This selection process leaves us with 109 spin-offs during 

the sample period.  The number of our spin-off samples is similar to other recent studies in 

spin-offs.  For example, Denis et al. (2012) have 93 spin-off samples from 1994 to 2003 

and the number of our spin-offs is 95 during their aforementioned sample period.      

In order to control for firm-specific characteristics in our analysis, we identify each 

parent firm’s and spun-off unit’s control firm from a universe of COMPUSTAT after 

excluding parent firms and spun-off units in our sample.  Specifically, we identify parent 

firms’ matching groups by applying the propensity score matching based on firm 

characteristics in the year preceding the spin-off announcement: the 48 Fama and French 

industry classifications (1997; hereafter FF 48 industry), firm size, firm age, the number of 

segments and other characteristics that are commonly used in spin-off studies .  In order to 

identify matching firms for spun-off unit, we construct the initial pool of matching groups 

consisting of single segment firms.  Additionally, we exclude firms older than five years 

in each year from the initial matching sample group for spun-off units.  This age restriction 

ensures the reasonable maturity of matching firms (Patro, 2008).  Next, we define matching 

firms for spun-off units by applying the propensity score matching based on firm 

characteristics in the year subsequent to the execution of the spin-off.  
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Panel A in Table 2.1 reports a time profile of spin-off announcement and the mean 

(median) segments of parent and matching firms by year.  The number of spin-off 

announcements varies during the sample period: a low of one in 2006 and a high of 17 in 

2000.  Additionally, 87% (95 out of 109) of spin-off announcements occur from 1994 to 

2003.  Untabulated results show that there are no specific industry patterns based on the 

FF 48 industry classification in spin-off decision.  In Panel B, we show the number of spin-

off executions by year during the sample period.  Further, we classify 109 spin-offs based 

on whether the CEOs of spun-off units were one of the parent firm’s executives (i.e. Parent 

firm CEOs) or a former division head (i.e. Division CEOs).  Additionally, each of CEOs 

in the 109 spun-off units is classified as a financial expert if the CEO has served as a 

director on the audit committee or in a financial institution before the spin-off 

announcement or had prior financial industry experience for current or past employment 

in financial firms (SIC 6000-6999) suggested by Fracssi and Tate (2012) and Guner et al. 

(2008).  We check CEOs’ backgrounds based on CEO profiles in the proxy statement of 

parent firms and spun-off units.  Specifically, we classify the following types of parent firm 

CEOs and division CEOs as financial experts: directors serving on audit committees or 

directors of financial institutions in the five years before spin-offs.  We exclude academic 

backgrounds, since Anderson et al. (2004) suggest that it is ambiguous to identify financial 

expertise according to academic background.   

Of the 109 spin-offs, 30 (28%) spun-off units are division CEOs and 79 (72%) 

spun-off units are parent firm CEOs. Wruck and Wruck (2002) classified the CEOs of 

spun-off units as insiders and outsiders.  The insiders are spun-off unit CEOs with long 

tenure at parent firms and the outsiders are spun-off unit CEOs hired as executives at parent 
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firm fewer than three years before the spin-off announcement.  In our sample, we only have 

eight outsiders based on Wruck and Wruck (2002) classification and their average tenure 

at parent firm is 2.86 years before the spin-off announcement, and we classify these 

outsiders as parent firm CEOs in our sample. In addition, 57 spun-off unit CEOs (53%) in 

our 109 spin-off samples are classified as financial experts: 43% of division CEOs (13 out 

of 30) and 56% of parent firm CEOs (44 out of 79).  

 

3. Descriptive statistics 

Table 2.2 reports descriptive statistics for the sample firms.  In Panel A of Table 2.2, 

we compare spin-offs to non-spin-offs in terms of firm characteristics.  We find a matching 

non-spin-off firm as a control group for each spin-off firm based on each firms’ 

characteristics.  Appendix A defines all variables.  Specifically, we estimate the following 

logistic model:  

 

𝑃𝑟𝑜𝑏(𝑆𝑝𝑖𝑛 − 𝑜𝑓𝑓 = 1)

= ∝0+  𝛽1𝐹𝑖𝑟𝑚 𝑆𝑖𝑧𝑒 +  𝛽2𝐹𝑖𝑟𝑚 𝐴𝑔𝑒 + 𝛽3𝑆𝑒𝑔𝑚𝑒𝑛𝑡𝑠

+ 𝛽4𝐼𝑛𝑓𝑜𝑟𝑚𝑎𝑡𝑖𝑜𝑛 𝐴𝑠𝑦𝑚𝑚𝑒𝑡𝑟𝑦 +  𝛽5𝐵𝑜𝑎𝑟𝑑 𝑆𝑖𝑧𝑒

+ 𝛽6𝑂𝑢𝑡𝑠𝑖𝑑𝑒 𝐵𝑙𝑜𝑐𝑘 𝑂𝑤𝑛𝑒𝑟𝑠ℎ𝑖𝑝 +  𝛽7𝑃𝑟𝑜𝑑𝑢𝑐𝑡 𝑀𝑎𝑟𝑘𝑒𝑡 𝐶𝑜𝑛𝑐𝑒𝑛𝑡𝑟𝑎𝑡𝑖𝑜𝑛

+ 𝛽8 𝐿𝑒𝑣𝑒𝑟𝑎𝑔𝑒 +  𝛽9 𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 𝐷𝑢𝑚𝑚𝑖𝑒𝑠 (𝐹𝐹48) +  𝛽10 𝑆𝑝𝑖𝑛

− 𝑜𝑓𝑓 𝑌𝑒𝑎𝑟 𝐷𝑢𝑚𝑚𝑖𝑒𝑠 +  𝜇𝑖𝑡.  

 

Panel B compares parent firm CEOs to division CEOs in terms of their parent firm 

characteristics.  The parent and the matching firms’ information in Table 2.2 are obtained 



 

52 

 

for the fiscal year ending just prior to the spin-off announcement. The spun-off unit’s size 

equals total assets at the first fiscal year subsequent to the execution of spin-off.              

Panel A of Table 2.2 indicates that, on average, spin-off firms and non-spin-off firms 

look quite similar.  Following Dierkens (1991) and Krishnaswami and Subramaniam 

(1999), the information asymmetry is measured as the standard deviation of the three-day 

abnormal returns for all quarterly earnings announcements in the five years preceding the 

spin-off announcement.  The mean (median) R&D intensity is 0.049 (0.000) and 0.041 

(0.000) for spin-off firms and non-spin-off firms, and the difference is not statistically 

significant.  The R&D intensity of spin-off firms is higher than previous studies in spin-

offs.  Specifically, Patro (2008) reports the mean (median) R&D intensity of spin-off firms 

is 0.036(0.000) during the sample period from 1981 to 2000.  The higher R&D intensity in 

our samples from 1994 to 2009 reflects the increase in R&D spending over time in U.S. 

industry (Franzen et al., 2007).  Spin-off firms have slightly higher operating cash flow and 

cash and investment than their matching non-spin-off firms, but the difference is not 

statistically significant.  Ahn and Walker (2007) report that, during their sample period 

from 1981 to 1997, the mean Tobin’s Q of spin-offs and non-spin-offs is 1.857 and 1.616 

and similar to our samples: 1.734 for spin-offs and 1.613 for non-spin-offs.  Board 

characteristics for spin-offs are also quite similar to non-spin-off firms such as board size 

and the portion of outside directors and non-busy director.  Compared to previous studies, 

these numbers are not significantly different.  For example, Coles et al. (2008) show that 

the mean (median) board size is 10.4 (10) and the median fraction of outside directors is 

0.84 during their sample period from 1992 to 2001.  
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In Panel B of Table 2.2, we report the comparison results of firm characteristics 

between parent firm CEOs and division CEOs.  The firm size of parent firm CEOs is 

smaller than that of division CEOs; the mean difference is -60324.30 (= 26586.87 – 

33734.43), while the median difference is 167.31 (=2581.44 – 2748.76), both statistically 

significant at the 10 percent level.  At the same time, parent firm CEOs retain lower cash 

and generate lower operating cash flow than division CEOs.  Relatively small firm size and 

low cash holdings for parent firm CEOs appear to be related to their financial 

constraints.  These results are supported by earlier research on financial constraints that 

defines financially constrained firms as small firms or firms with poor credit ratings 

(Campello et al., 2010).  For board characteristics, parent firm CEOs have a considerably 

higher proportion of outside block ownerships and non-busy directors than division 

CEOs.  For relative size between parent firms and spun-off units, we apply two different 

methods: relative size 1 based on the market value of total assets and relative size 2 based 

on the book value of total assets.  It indicates that two groups have a similar relative           

size 2. 

 

4. Empirical results  

In this section, we investigate whether parent firms appoint spun-off unit CEOs 

with financial expertise in order to maximize the units’ potential growth and improve 

access to capital markets regardless of spun-off unit CEOs’ previous position as parent 

executives or division heads.  Specifically, we examine the stock market reaction to firms’ 

choice between parent firm CEOs and division CEOs, and between financial expert CEOs 

and non-financial experts in section 5-1.  We also investigate changes in external financing 
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activities prior to and following spin-offs between parent firm CEOs and division CEOs, 

and between financial experts CEOs and non-financial experts in later sections. 

4.1. Wealth effect of parent firm CEOs 

Panel A of Table 2.3 reports the abnormal returns on the spin-off announcement for 

full-sample with 109 spin-offs and 109 non-spin-offs.  Our analysis focuses on the 

cumulative three-day announcement returns (i.e. CAR (-1,+1)) starting the day before the 

spin-off announcement.  Additionally, cumulative abnormal returns are adjusted by market 

model, Fama-French three factors and the four factor model.  Previous studies in spin-offs 

report that spin-off announcement abnormal returns are significantly positive, ranging from 

2.6% to 5.8% (Schipper and Smith, 1983; Daley et al., 1997; Krishnaswami and 

Subramaniam, 1999; Chemmanur et al., 2010).  In our sample, the average abnormal return 

on the spin-off announcement date is approximately 3.4% and is significantly different 

from zero across all three different return adjustment models.   

  In Panel B of Table 2.4, we investigate the difference of CAR (-1, +1) between 

spin-offs with parent firm CEOs and division CEOs.  When a spin-off firm chooses one of 

its executives as a spun-off unit’s CEO, Panel B indicates that CAR (-1, +1) is around 4% 

and significantly different from zero across all adjusted excess returns.  CAR (-1, +1) for 

spin-offs with division CEOs is around 2% and also significantly different from zero.  At 

the same time, Panel C shows how the market reacts on the announcement of appointing 

financial experts and non-financial experts as CEOs at the spun-off units. On average, there 

are 5% and 1.3% cumulative three-day announcement returns for appointing financial 

expert CEOs and non-financial expert CEOs at spun-off units, respectively, and both of the 

excess returns are statistically significant at the 5 percent or the 10 percent level.  Even 
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though different groups of spun-off unit CEOs in Panel B and C show positive and 

significant abnormal returns on spin-off announcement dates, the difference of CAR (-

1,+1) between financial expert CEOs and non-financial expert CEOs is twice as high as 

the difference of CAR (-1,1) between parent firm CEOs and division CEOs.  These results 

suggest that the positive excess returns to spin-off announcement in Panel A are mostly 

attributable to financial expert CEOs at spun-off units in Panel C.   

However, there are other factors that may affect abnormal returns on spin-off 

announcement, especially when parent firms decide to appoint financial experts as spun-

off unit CEOs. To see if our results of univariate tests in Table 2.3 are driven by factors 

other than the appointment of financial expert CEOs at spun-off units, we perform multiple 

regression to control for these factors.  In Table 2.4, we test that any positive consequence 

associated with the appointment of financial expert CEOs will be most pronounced 

regardless of spun-off unit CEOs’ previous position as parent executives or division heads.  

Table 2.4 presents six different regression models including independent variables for 

parent firm CEOs, division CEOs, and financial expert CEOs and interaction terms 

between parent firm CEOs and financial expert CEOs (i.e. PE × FE) and between division 

CEOs and financial expert CEOs (i.e. DE × FE).  Specifically, two interaction terms (i.e. 

PE × FE and DE × FE) capture the incremental effect of spun-off unit CEOs with financial 

expertise in increasing shareholders’ wealth.  Specifically, we expect to see the positive 

and statistically significant coefficient on the interaction terms between division CEOs and 

financial expert CEOs if the appointment of financial expert CEOs is the most important 

factor affecting positive and significant market reaction to firms’ spin-off announcement.   
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First, positive and significant coefficients on financial expert CEOs across all 

columns in Table 2.4 add support to the univariate tests in Table 2.4 that demonstrate how 

appointing spun-off unit CEOs with financial expertise brings significant positive wealth 

effect.  Moreover, the stock market reaction to appointing division CEOs with financial 

expertise (i.e. DE × FE) is positive and statistically significant at the 5% confidence level 

in column (2), (4), and (6).  These results confirm our findings of univariate tests in Table 

2.4 that the expected benefits of spun-off unit CEOs with financial expertise are 

significantly positive regardless of the CEOs previous position as parent executives or 

division managers.  However, it does not directly support our hypothesis that parent firms 

appoint financial experts as CEOs at spun-off units to increase external funding, to 

maximize investment opportunities, and ultimately to improve operating performance. 

Therefore, in the next sections we investigate how the appointment of spun-off unit CEOs 

with financial expertise affects changes in external financing activities and operating cash 

flows before and after spin-off executions.   

4.2. Abnormal changes in capital raising activities 

Since we believe that spun-off unit CEOs with financial expertise have in-depth 

knowledge of capital markets, we examine, in this section, whether financial expert CEOs 

have better access to capital markets than the different types of spun-off unit CEOs such 

as parent firm CEOs or division CEOs.  Specifically, we look into the dollar amount 

changes in external financing involving spin-offs.  To perform these analyses, we compute 

the combined amount of external financing following spin-offs by adding the net increase 

in external financing of post-parent and spun-off units.  We define the amount of external 

financing of matching non-spin-off firms in a similar way.  
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In Table 2.5, we compare the dollar amounts of external financing5, equity and debt, 

raised by spin-offs to non-spin-offs and parent firm CEOs to division CEOs in Panel A and 

B, respectively.  The last two columns, (5) and (6), in Panel A and B present the changes 

and average two-year changes of external financing prior to and following spin-offs.  

Additionally, Panel C shows the changes in the amount of external financing around spin-

off between financial expert CEOs and non-financial expert CEOs, and concurrently 

between parent firm CEOs and division CEOs.        

First, we apply the univariate test to analyze the changes in external financing 

activities prior to and following spin-offs for a sample of 109 spin-offs and non-spin-offs. 

Panel A of Table 2.6 shows that spin-off firms’ external financing activities are 

significantly increased after spin-offs compared to non-spin-off firms. In the first and 

second year following the transactions, the abnormal amount of capital raised by spin-off 

firms equals $150.97 and $174.99 million dollars and is statistically significant at the 5% 

level.  Specifically, equity financing accounts for 40% of changes in the total abnormal 

financing involving spin-off executions.  This is consistent with the findings of 

Krishnaswami and Subramaniam (1999) that considerably increased equity financing is 

due to the reduced asymmetric information for spin-off firms.  They explain that the 

reduced asymmetric information helps increase the firm’s share price and eventually makes 

equity financing less costly than before the spin-off (Nanda and Narayanan, 1997).          

Second, we test the difference in external financing between 79 parent firm CEOs 

and 30 division CEOs.  As shown in the difference in Panel B, parent firm CEOs raise 

significantly higher amounts of external financing than division CEOs.  Specifically, 

                                                           
5 In order to measure the amount of net equity and the net debt issued, we follow the methods suggested by 

Hovakimian et al (2001, 2004).   
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column (5) in Panel B indicates that the one-year changes (-1, +1) of abnormal external 

financing raised by parent firm CEOs and division CEOs are $178.55 million and $78.33 

million and statistically significant at the 10% level.  Next, in Panel C, we look closely into 

whether financial expertise has a significant impact on the increased external financing that 

we show in Panel A and B of Table 2.6.  If spun-off unit CEOs with financial expertise 

possess an in-depth understanding of capital markets, we expect that these financial experts 

raise significantly more external financing than non-financial experts in the sample.   

Panel C of Table 2.6 indicates that 55% of parent firm CEOs (44 out of 79) and 

43% of division CEOs (13 out of 30) are classified as financial experts.  The changes in 

one-year and average two-year dollar amounts of raised capital by financial experts are 

significantly higher than non-financial experts by $93.62 million (= $195.63 m – $102.01) 

and by $97.63 million (= $221.09 m – $124.46) and both differences are statistically 

significant at the 5% level.  Moreover, parent firm CEOs with financial expertise raise 

$205.58 million of external financing, significantly higher than the amount of external 

financing raised by parent firm CEOs with non-financial expertise.  

Having financial expertise for division CEOs also makes significant differences in 

external financing activities following spin-off executions.  In two-year average changes 

of abnormal external capital financing, division CEOs with financial expertise raise 

$194.47 million and division CEOs with non-financial expertise only raise $9.97 million.  

These results suggest that even though parent firm CEOs’ non-measurable characteristics 

might improve firms’ accessibility to external capital markets as shown in Panel B, 

financial experts significantly enhance firms’ access to capital markets regardless of spun-

off unit CEOs’ position prior to spin-offs.     
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Lastly, we perform multiple regression of the change in abnormal external 

financing activities around spin-off on parent firm CEOs, division CEOs and financial 

expert CEOs with other control variables.  The results in Table 2.6 also confirm our results 

in Panel C of Table 2.5.  In column (2), (3) and (4) in Panel A and B, the positive and 

statistically significant coefficients on financial experts suggest that considerable amounts 

of external financing are raised by spun-off unit CEOs with financial expertise after spin-

offs.  At the same time, in column (4) in Panels A and B, the coefficients on division CEOs 

with financial expertise (i.e. DM × FE) suggest that financial expertise has positive and 

statistically significant effect on the abnormal changes in external financing regardless of 

spun-off unit CEOs’ previous positions at parent firm prior to spin-offs. These results in 

Table 2.5 and 2.6 are in line with Krishnaswami and Subramaniam (1999) findings that 

firms in need of external financing are more likely to engage in spin-offs.  If all these results 

are driven by proper assumptions and models, we expect to see thereafter significantly 

improved operating performance for spin-off firms with spun-off unit CEOs with financial 

expertise.       

4.3 Abnormal changes in operating cash flows           

In this section, we test how operating performance changes around spin-off transactions 

by looking at different groups of spun-off unit CEOs: parent firm CEOs, division CEOs 

and spun-off unit CEOs with financial expertise.  In Panel A of Table 2.7, we compare the 

abnormal changes in operating cash flows of spin-off firms with non-spin-off firms.  Panel 

B reports the difference in operating cash flows between spin-offs with parent firm CEOs 

and division CEOs prior to and following the transactions. Additionally, Panel C shows 
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changes in operating cash flows between financial experts and non-financial experts and 

between parent firm CEOs and division CEOs at the same time.   

Firm’s performance equals its operating cash flow returns as suggested by other spin-

off studies (Daley et al. (1997); Desai and Jain (1999); Chemmanur et al. 

(2010)).  Specifically, firm’s operating cash flows are measured in two different ways 

suggested by Denis and McKoen (2012) as Operating Cash Flow (1) and Chemmanur et 

al. (2010) as Operating Cash Flow (2) and each firm’s operating cash flow is scaled by its 

total assets.  For this analysis, we construct a hypothetical combined entity (i.e. pro-forma 

firm) that includes a parent firm and its spun-off unit in proportion to year-end market 

value.  Matching non-spin-off firms are also constructed in a similar fashion after defining 

a matching firm for each parent firm and spun-off unit based on propensity matching 

scores.    

Panel A of Table 2.7 shows that spin-off firms’ performance following the transactions 

significantly improved compared to non-spin-off firms.  For instance, abnormal operating 

cash flow returns (1) and (2) for spin-off firms are improved by 0.015 and 0.013 in the one 

year before and after spin-offs, year (-1, +1) and the changes are significantly different 

from zero at the 5% confidence level.  Panel B indicates that even though the differences 

of changes in abnormal cash flow returns between parent firm CEOs and division CEOs 

are statistically significant, abnormal changes in cash flow returns for each of the parent 

firm CEOs and division CEOs are positive and statistically significant.   

On the other hand, Panel C shows that regardless of spun-off unit CEOs’ position prior 

to spin-off, appointing spun-off unit CEOs possessing financial expertise significantly 

improves operating performance after spin-off transactions.  Specifically, even though both 
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spun-off unit CEOs with and without financial expertise show improved post-transaction 

performance, financial experts’ changes in operating cash flow returns (1) and (2)  are 2.22 

(= 0.020/0.009) and 2.10 (=0.021/0.010) times higher than non-financial experts in a one 

year duration, year (-1, +1).  Moreover, the positive changes in operating cash flow returns 

are statistically significant only for spun-off unit CEOs with financial expertise.  

In Table 2.8, the multiple regression results are also consistent with the univariate tests 

in Panel C of Table 2.7.  Specifically, all positive and significant coefficients on financial 

experts (i.e. FE) and on the interaction term between financial expert and division CEOs 

(i.e. DM × FE) in Panel A and B indicate that after controlling for all other factors, 

appointing spun-off unit CEOs with financial expertise has a considerable impact on the 

enhanced spin-off firms’ performance following spin-off regardless of spun-off unit CEOs’ 

previous position at parent firm as executive or division manager. We therefore conclude 

that consistent with our hypothesis, spun-off unit CEOs’ expertise in external capital 

markets is one of most important factors that significantly improve the spin-off firm’s 

performance following spin-off. 

 

5. Conclusion         

In this study, we document that parent firms’ selection of spun-off unit CEOs is 

associated with value created by spin-off announcements and post-transaction changes in 

operating performance based on a sample of 109 spin-offs from 1994 to 2009.  Previous 

studies on spin-offs show that one of the most important reasons for a spin-off is to enhance 

accessibility to capital markets following spin-off in order to accelerate spun-off units’ 

growth opportunities.  Thus, we hypothesize that parent firms prefer to assign CEOs with 
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financial expertise at spun-off units if firms in need of external financing are more likely 

to engage in spin-offs. We find spun-off unit CEOs with financial expertise possess            

in-depth knowledge of capital markets and considerably increase external financing 

activities and improve operating cash flows following the transaction.  
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Table 2.1: Distribution of sample spin-offs by year 

 

This table presents a frequency summary of the sample firms that completed a spin-off 

from 1994 to 2009.  The spin-off data is obtained from SDC platinum.  There are 109 

completed tax-free spin-offs.  Panel A reports the spin-off samples by announcement 

year.  Panel A also reports the number of mean (median) segments before the 

announcement year for spin-off and control firms.  The control firms are defined by the 

propensity score matching based on the 48 Fama and French (1997) industry 

classifications, firm size, firm age, the number of segments, and all other characteristics 

from spin-off literatures.  In Panel B, the spin-off samples are distributed by spin-off 

execution year.  Further, the samples are portioned on the basis of whether the CEOs of 

spun-off unit were parent executives (i.e. Parent firm CEOs) or former division heads      

(i.e. Division CEOs) and whether the parent firm CEOs and division CEOs is a financial 

expert or a non-financial expert.  Specifically, each CEO in the spun-off unit is classified 

as a financial expert if the CEO was a director serving on the audit committee or in a 

financial institution before the spin-off announcement or has financial industry experience 

for current or past employment in financial firms (SIC 6000-6999) suggested by Fracassi 

and Tate (2012) and Guner et al.(2008).  
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Panel A: Distribution of spin-off announcements 

 
 

 Spin-off firms Non spin-off firms 

Year N Percentage of sample Mean (Median) of Segments Mean (Median) of Segments 

     

1994 6 5.5   % 2.6    (2) 2.8   (3) 

1995 12 11.0 % 3.5    (3) 3.2   (3) 

1996 10 9.2  % 3.7    (3) 3.1   (3) 

1997 15 13.8 % 3.6    (3) 3.2   (3) 

1998 11 10.1 % 3.2    (3) 3.3   (3) 

1999 8 7.3  % 4.1    (4) 3.5   (3) 

2000 17 15.6 % 5.9    (5) 4.4   (4) 

2001 5 4.6  % 5.0    (5) 5.5   (6) 

2002 4 3.7  % 4.8    (5) 5.3   (6) 

2003 7 6.4  % 6.6    (7) 7.2   (7) 

2004 3 2.8  % 7.3    (5) 7.3   (5) 

2005 3 2.8  % 7.7    (9) 5.7   (6) 

2006 1 0.9  % 5.0    (5) 6.0   (6) 

2007 5 4.6  % 4.0    (4) 4.8   (4) 

2008 2 1.8  % 5.5    (5) 6 .0  (6) 

Total 109 100 % 4.48    (4) 4.16   (3.8) 
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Panel B: Distribution of spin-off executions 

  

Year N % of sample 
Division 

(Financial expert) CEOs 

Parent firm 

(Financial expert) CEOs 

     

1994 2 1.8  % 2    (1) 0    (0) 

1995 7 6.4  % 2    (2) 5    (3) 

1996 17 15.6 % 6    (2) 11   (7) 

1997 11 10.1 % 1    (0) 10   (7) 

1998 13 11.9 % 5    (2) 8    (4) 

1999 6 5.5  % 1    (0) 5    (2) 

2000 14 12.8 % 2    (0) 12   (8) 

2001 11 10.1 % 2    (1) 9    (2) 

2002 5 4.6  % 1    (1) 4    (0) 

2003 5 4.6  % 0    (0) 5    (5) 

2004 6 5.5  % 2    (0) 4    (2) 

2005 3 2.8  % 2    (2) 1    (0) 

2006 1 0.9  % 0    (0) 1    (1) 

2007 5 4.6  % 2    (1) 3    (2) 

2008 1 0.9  % 0    (0) 1    (1) 

2009 2 1.8  % 2   (1) 0    (0) 

Total 109 100 % 30   (13) 79  (44) 
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Table 2.2: Summary statistics                              

The table presents means and medians of key variables for a sample of 109 spin-offs and 

non-spin-offs in Panel A and 79 parent firm CEOs and 30 division CEOs in Panel B from 

1994 to 2009.  Dollar values are expressed in 2004 dollars.  Accounting and segment data 

are from COMPUSTAT.  Firm board structure and stock ownership by executives, 

directors and institutional investors are obtained from yearly proxy statements.  In Table 

2.2, key variables are taken at the end of the prior fiscal year of the spin-off announcement 

(year -1).  Additionally, in Panel B the spun-off unit’s size is the total assets at the first 

fiscal year subsequent to the execution of spin-off.  Two-sample t-tests (Wilcoxon-Mann-

Whitney tests) are conducted to compare the difference of means (medians) of 

samples.  Statistical significance at the 1%, 5%, and 10% level is indicated by ***,**, and 

*, respectively.  Appendix A defines all variables.  
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Panel A: Comparison of spin-offs and matching firms 

  

Full Sample  

(N = 218) 

  

Spin-off firms  

(N = 109) 

  

Non-spin-off firms   

(N = 109) 

  

 
Mean  Median  Mean  Median  Mean  Median  

 
      

Leverage 0.266 0.257 0.261 0.262 0.271 0.251 

Operating cash flow / Assets 0.136 0.131 0.142 0.137 0.130 0.131  

Cash & Investment / Assets 0.159 0.114 0.165 0.114 0.154 0.114 

Payout ratio 0.519 0.407 0.503 0.375 0.535 0.392 

R&D intensity (%) 0.045 0.000 0.049 0.000 0.041 0.000 

PPE intensity (%) 0.322 0.255 0.313 0.256 0.331 0.255 

Capital expenditure / Sales 0.068 0.048 0.065 0.052 0.070 0.049  

Cash / Assets 0.109 0.048 0.109 0.047 0.108 0.051 

Firm Size 28,561.20 3,573.04 28,554.09 3,619.28 28,568.32 3,210.98 

Board size 10.131 10.000 10.266 10.000 9.995 9.500 

Outside directors (%) 0.781 0.818 0.783 0.800 0.780 0.824 

Non-busy directors (%) 0.657 0.700 0.668 0.667 0.647 0.714 

Insider ownership 10.564 4.065 9.387 4.000 11.741 4.090 

Outside block ownership 23.824 12.285 32.415 11.200 15.233* 12.470 

CEO total compensation 3,314,797 1,287,344 3,226,066 1,448,884 3,403,529 1,218,379 * 

Director age 57.83 59 57.418 60 58.25 59 

Segments 4.248 3.9 4.486 4 4.16 3.8 

Information asymmetry  0.235 0.125 0.239 0.123 0.232  0.131 

Product market concentration  0.613 0.452 0.624 0.504 0.593 0.434 

Tobin's Q (year -1) 1.673 1.400 1.734 1.483 1.613 1.344 

Return on Assets (year -1) 0.177 0.148 0.161 0.157 0.193 0.135 

Market to Book ratio 2.042 1.484 2.125 1.567 1.959 1.411 
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Panel B: Comparison of parent firm CEOs and Division CEOs 

 

 

 

Full Sample 

(N = 109) 

 

Parent firm CEOs 

(N = 79) 

 

Division CEOs 

(N = 30) 

 

 Mean Median Mean Median Mean Median 

 
      

Number of financial experts 57  44  13  

Leverage 0.261 0.262 0.261 0.279 0.260 0.256 

Operating cash flow / Assets 0.142 0.137 0.141 0.137 0.144 0.137 

Cash & Investment / Assets 0.165 0.114 0.162 0.116 0.173 0.113 

Payout ratio 0.503 0.375 0.446 0.356 0.652 0.462 

R&D intensity (%) 0.049 0.000 0.050 0.000 0.047 0.000 

PPE intensity (%) 0.313 0.256 0.333 0.259 0.263 0.239 

Capital expenditure / Sales 0.065 0.052 0.067 0.051 0.062 0.056 

Cash / Assets 0.109 0.047 0.103 0.047 0.124 0.048 

Firm Size: Parent 28,554 2,619 26,586 2,581 33,734* 2,748 

Firm Size: spun-off unit 

(year +1) 
6,539 666 6,015 652 7,918 701 

Relative size 1 

(Market value of assets) 
0.383 0.272 0.423 0.294 0.273 * 0.253* 

Relative size 2  (Total assets) 0.229 0.254 0.226 0.253 0.235 0.255 

Board size 10.266 10.000 10.228 9.000 10.367 11.000 

Outside directors (%) 0.783 0.800 0.781 0.818 0.788 0.793 

Non-Busy directors (%) 0.668 0.667 0.706 0.667 0.565 0.575 

Insider ownership 9.387 4.000 10.078 4.000 7.567 3.840 

Outside block ownership (%) 13.172 11.200 15.224 14.900 7.769*** 5.850 

CEO total compensation 3,226,066 1,448,884 2,524,740 1,304,867 5,072,891* 1,846,924 

Segments 4.486 4 4.304 4.3 4.966 4.0 

Distance 647.1 309.0 639.5 231.0 667.3 * 404.0 ** 

Publicly traded units 

b/f spin-offs 
29 

 
18 

 
11 

 

Product market concentration 

(spun-off unit) 
0.622 0.502 0.654 0.533 0.575 0.443 

Information asymmetry 0.239 0.208 0.236 0.206 0.240 0.211 

Tobin's Q (year -1) 1.734 1.483 1.709 1.556 1.801 1.393 

Return on Assets (year-1) 0.161 0.157 0.157 0.160 0.172 0.152 

Market to Book ratio 2.125 1.567 2.009 1.667 2.428 1.478 

Same industry spin-off (FF 48) 20 
 

15 
 

5 
 

Same industry spin-off (SIC 3) 28  20  8  
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Table 2.3: Abnormal returns on spin-off announcement    

 

This table presents the three-day cumulative abnormal returns, CAR (-1, +1), where day 0 

is the spin-off announcement date for a sample of 109 firms that completed spin-offs over 

the sample period from 1994 to 2009.  The cumulative abnormal returns are adjusted by 

three different models: market model, Fama-French three factors and the Fama-French 

three factors and momentum factor model.  Panel A compares spin-off firms’ abnormal 

returns on spin-off announcement to non-spin-off firms.  Panel B shows the mean (median) 

of abnormal spin-off announcement returns for 79 parent firm CEOs and 30 division CEOs.  

In Panel C, CEOs at spun-off units are classified as financial and non-financial experts. 

There are 57 financial expert CEOs and 52 non-financial experts. Two-sample t-tests are 

conducted to compare the difference of means of samples in Panel A and Panel B.  

Statistical significance at the 1%, 5%, and 10% level is indicated by ***,**, and *, 

respectively.     
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Panel A: spin-off announcement returns for spin-offs firms and non-spin-offs 

 
CAR (-1,1) 

CAR (-1,1) 

Fama-French 

CAR (-1,1) 

Fama-French & Momentum 

Spin-off firms 

(N=109) 
   

Mean 3.649 ** 3.511 ** 3.371 ** 

Median 2.840 ** 2.390 ** 2.435 ** 

Non spin-off  firms (N=109) 
   

Mean 0.762 0.632 0.599 

Median 0.001 0.001 0.001 

Difference 
   

Mean 2.923 ** 2.879 ** 2.772 ** 

 

Panel B: spin-off announcement returns for parent firm CEOs and division CEOs 

 
CAR (-1,1) 

CAR (-1,1) 

Fama-French 

CAR (-1,1) 

Fama-French & Momentum 

Parent firm CEOs (N=79)    

Mean 4.256 ** 4.062 ** 3.870 ** 

Median 3.744 * 2.804 * 2.929 * 

Division CEOs (N=30) 
   

Mean 2.051* 2.059* 2.057* 

Median 1.259* 1.201* 1.114* 

Difference 
   

Mean 2.205* 2.003* 1.813* 

 

Panel C: spin-off announcement returns for financial expert CEOs and non-financial expert CEOs 

 
CAR (-1,1) 

CAR (-1,1) 

Fama-French 

CAR (-1,1) 

Fama-French & Momentum 

Financial Expert CEOs (N=57)    

Mean 5.879 ** 5.758 ** 5.499 ** 

Median 3.625 ** 3.026 ** 2.985 ** 

Non-Financial Expert CEOs  (N=52) 
   

Mean 1.203 ** 1.048 * 1.038 * 

Median 0.986 * 0.906 * 0.900 * 

Difference 
   

Mean 4.675 ** 4.710 ** 4.460 ** 
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Table 2.4: Regression of parent firm CEOs, division CEOs, and financial experts on 

abnormal returns on spin-off announcement 

 

This table reports regression estimates of the impact of parent firm CEOs, division CEOs 

and financial expert CEOs on spin-off announcement abnormal returns.  Dependent 

variable is the cumulative abnormal announcement returns (i.e.CAR (-1,+1)).  Spun off 

units’ growth opportunities are the ratio of research and development expenditure to the 

book value of assets at year-end (R&D) during the three years preceding the spin-off 

announcement.  t-statistics based on robust standard errors and clustered by year and firm 

are reported in parentheses.  Statistical significance at the 1%, 5%, and 10% level is 

indicated by ***,**, and *, respectively. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

72 

 

 
CAR (-1,1) 

CAR (-1,1) 

Fama-French 

CAR (-1,1) 

Fama-French & Momentum 

 (1) (2) (3) (4) (5) (6) 

Parent firm CEOs (PE) 0.022*  0.024*  0.023*  

 (1.82)  (1.75)  (1.70)  

Financial Expert (FE) 0.005** 0.021** 0.006** 0.019** 0.010** 0.020** 

 (2.18) (2.03) (2.21) (2.08) (2.38) (2.07) 

PE × FE -0.026  -0.025  -0.030  

 (-0.92)  (-0.92)  (-0.90)  

Division CEOs (DM)  -0.022*  -0.024*  -0.023* 

  (-1.82)  (-1.75)  (-1.70) 

DM × FE  0.026**  0.025**  0.030** 

  (2.22)  (2.22)  (2.10) 

Growth opportunities- R&D 0.002* 0.002* 0.003** 0.003** 0.002* 0.002* 

 (1.75) (1.75) (2.29) (2.29) (1.88) (1.88) 

Information asymmetry -0.006 -0.006 0.010 0.010 -0.022 -0.022 

 (-0.09) (-0.09) (0.13) (0.13) (-0.37) (-0.37) 

Average changes in Tobin's Q (-2) 0.029 0.029 0.029 0.029 0.029 0.029 

 (1.25) (1.25) (1.27) (1.27) (1.31) (1.31) 

Same industry spin-off (FF 48) -0.009 -0.009 -0.015 -0.015 -0.013 -0.013 

 (-0.69) (-0.69) (-1.29) (-1.29) (-1.06) (-1.06) 

Independent directors (%) 0.053 0.053 0.048 0.048 0.049 0.049 

 (1.37) (1.37) (1.17) (1.17) (1.21) (1.21) 

Non-busy directors (%) 0.015 0.015 0.013 0.013 0.010 0.010 

 (0.84) (0.84) (0.79) (0.79) (0.63) (0.63) 

Insider ownership 0.002 0.002 0.002 0.002 0.002 0.002 

 (1.52) (1.52) (1.62) (1.62) (1.66) (1.66) 

Outside block ownership 0.000** 0.000** 0.000*** 0.000*** 0.000*** 0.000*** 

 (2.45) (2.45) (3.23) (3.23) (3.18) (3.18) 

Segment 0.045** 0.045** 0.045** 0.045** 0.041** 0.041** 

 (1.98) (1.98) (2.10) (2.10) (2.01) (2.01) 

Publicly traded units b/f spin-offs -0.009 -0.009 -0.002 -0.002 -0.006 -0.006 

 (-0.37) (-0.37) (-0.09) (-0.09) (-0.28) (-0.28) 

Relative size 1 0.010 0.010 0.008 0.008 0.010 0.010 

 (0.70) (0.70) (0.51) (0.51) (0.60) (0.60) 

Leverage -0.042 -0.042 -0.040 -0.040 -0.033 -0.033 

 (-0.86) (-0.86) (-0.74) (-0.74) (-0.66) (-0.66) 

PPE intensity (%) -0.043 -0.043 -0.034 -0.034 -0.035 -0.035 

 (-1.56) (-1.56) (-1.27) (-1.27) (-1.23) (-1.23) 

R&D intensity (%) 0.096 0.096 0.091 0.091 0.086 0.086 

 (1.73) (1.73) (1.55) (1.55) (1.38) (1.38) 

Intercept -0.111 -0.059 -0.117 -0.064 -0.106 -0.053 

 (-2.63) (-1.47) (-2.58) (-1.56) (-2.56) (-1.52) 

Adjusted R2 0.09 0.09 0.109 0.109 0.105 0.105 

N 109 109 109 109 109 109 

Cluster Year/firm Yes Yes Yes Yes Yes Yes 
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Table 2.5: Univariate tests of changes in external financing 

 

This table reports the difference of and changes in abnormal external financing activities 

in a sample of 109 spin-offs and non-spin-offs in Panel A and 79 parent firm CEOs and 30 

division CEOs in Panel B.  Panel C shows the difference in dollar amount of external 

financing by financial experts in our sample.  In order to measure the amount of net equity 

and the net debt issued, we follow the methods suggested by Hovakimian et al. (2001, 

2004). The last two columns, (5) and (6), in Panel A and B present the changes and average 

two-year changes of external financing before and after spin-offs.  The mean and median 

dollar amount of equity and debt are specified in millions of dollars.  We classify the 

following types of parent firm CEOs and division CEOs as financial experts: directors 

serving on the audit committees or in financial institutions before the spin-off 

announcement and financial industry experience for current or past employment in a 

financial firm (SIC 6000-6999) suggested by Fracassi and Tate (2012) and Guner et al. 

(2008). Two-sample t-tests are conducted to compare the difference of means between 

samples.  Statistical significance at the 1%, 5%, and 10% level is indicated by ***,**, and 

*, respectively.  
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Panel A: Differences in external capital raised by between spin-off and its matching firms  

  (1) (2) (3) (4)  (5) (6) 

 Year -2 -1 1 2  Δ(-1, +1) Δ (-2, +2) 

Spin-offs Equity 27.250 30.581 99.391 51.627  68.810* 46.594* 

         

N =109 Debt 163.599 144.106 248.291 324.885  104.185** 132.735** 

         

 Total 190.849 174.686 347.681 376.512  172.995 ** 179.329 ** 

         

Non –spin-offs Equity 36.904 28.132 34.351 14.044  6.219 -8.321 

         

N =109 Debt 186.411 153.166 168.972 195.920  15.806 12.657 

         

 Total 223.315 181.298 203.322 209.963  22.024 4.336 

         

Difference Equity -9.654 2.448 65.040** 37.584*  62.591** 54.914** 

 Debt -22.812 -9.060 79.319** 128.965**  88.379** 120.078** 

 Total -32.466 -6.612 144.359** 166.549**  150.971 ** 174.993 ** 

 

 

Panel B: Differences in external capital raised by between parent firm CEOs and division CEOs  

  (1) (2) (3) (4)  (5) (6) 

  -2 -1 1 2  Δ (-1, +1) Δ (-2, +2) 

Parent 

firm CEOs 

N = 79 

 

Equity -9.923 1.736 70.365 54.245  68.629* 66.398* 

        

Debt -23.504 -10.690 99.235 148.369  109.925* 140.899* 

        

Total -33.426 -8.954 169.600 202.614  178.554* 207.297* 

         

Division 

manager CEOs 

N =30 

 

Equity -8.946 4.324 21.017 -6.291  56.693 24.674* 

        

Debt -20.990 -4.769 26.874 77.867  31.643* 65.250* 

        

Total -29.937 -0.445 77.890 71.576  78.336* 89.924* 

         

Difference Equity -0.976 -2.578 19.348 60.536  21.936 41.724 

 Debt -2.513 -5.921 72.361 70.502  78.283* 75.649* 

 Total -3.490 -8.509 91.710 131.038  100.218* 117.373* 
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Panel C: The amount of external capital raised by financial and non-financial experts     

Δ Year  (-1,1) 

 
Total external financing Equity financing Debt financing 

 Financial 

expert CEOs 

Non-financial 

expert CEOs 

Financial 

expert CEOs 

Non-financial 

expert CEOs 

Financial 

expert CEOs 

Non-financial 

expert CEOs 

Parent 

firm 

CEOs 

N = 44 N = 35 N = 44 N = 35 N = 44 N = 35 

205.581** 144.577 82.325** 38.839 113.256** 105.738 

       

Divisi

on 

manag

er 

CEOs 

N =13 N =17 N =13 N =17 N =13 N =17 

161.975* 14.376 51.546 42.982 110.429** -28.606 

 
  

    

Total 195.636** 102.011 83.025* 40.194 112.611** 61.818 

       

Δ Year  (-2,2) 

 
Total external financing Equity financing Debt financing 

 Financial 

expert CEOs 

Non-financial 

expert CEOs 

Financial 

expert CEOs 

Non-financial 

expert CEOs 

Financial 

expert CEOs 

Non-financial 

expert CEOs 

Parent 

firm 

CEOs 

N = 44 N = 35 N = 44 N = 35 N = 44 N = 35 

228.953** 180.072 80.632* 48.504 148.321 131.568 

       

Divisi

on 

manag

er 

CEOs 

N =13 N =17 N =13 N =17 N =13 N =17 

194.479* 9.971 51.258* 4.345 143.221** 5.625 

 
  

    

Total 221.091** 124.462 73.933** 34.068 147.158** 90.395 
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Table 2.6: Regression of financial expertise on abnormal changes in external capital  

       

This table reports regression estimates of the impacts of financial expertise on abnormal 

changes in external financing activities.  Full sample consists of 109 firms that completed 

spin-offs in the period 1994 to 2009 including 79 parent firm CEOs and 30 division 

CEOs.  The dependent variable is the change in industry-adjusted external financing before 

and after spin-off. Industry-adjusted external financing is the difference between 109 spin-

off and non-spin-offs.  T-statistics based on robust standard errors and clustered by year 

and firms are reported in parentheses.  Statistical significance at the 1%, 5%, and 10% level 

is indicated by ***,**, and *, respectively. 
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Panel A: Abnormal changes in external financing activities ($); ΔYear (-1, +1) 

 (1) (2) (3) (4) 

Parent firm CEOs (PE) 1.775**   2.021*   

 (2.25)  (2.24)  

Financial Expert (FE)  2.593** 4.665** 1.880** 

  (2.32) (2.00) (2.02) 

PE × FE   -2.785  

   (-0.44)  

Division CEOs (DM)    -2.021** 

    (-2.12) 

DM × FE    2.785** 

    (2.46) 

Growth opportunities- R&D 0.176 0.368 0.277 0.277 

 (1.16) (1.38) (1.28) (1.33) 

Information asymmetry 0.141 0.841 0.697 0.697 

 (0.26) (0.63) (0.59) (0.34) 

Average changes in Tobin's Q (-2) 1.178 1.175 1.237 1.237 

 (1.10) (1.01) (1.03) (1.31) 

Same industry spin-off (FF 48) -0.448 -0.518 -0.545 -0.545 

 (-0.28) (-0.35) (-0.36) (-0.48) 

Independent directors (%) 3.337 4.373* 4.421* 4.421** 

 (1.42) (1.69) (1.71) (2.07) 

Non-busy directors (%) 0.238 0.191 0.409 0.409 

 (0.28) (0.22) (0.39) (0.48) 

Insider ownership -0.022 -0.024 -0.022 -0.022 

 (-0.80) (-1.17) (-1.02) (-0.76) 

Outside block ownership 0.002** 0.002** 0.002** 0.002** 

 (2.54) (2.18) (2.14) (2.20) 

Segment  -1.021 -1.322 -1.098 -1.098 

 (-1.09) (-1.28) (-1.08) (-1.09) 

Publicly traded units b/f spin-offs -1.263 -1.286 -1.32 -1.32 

 (-1.26) (-1.10) (-1.13) (-1.47) 

Relative size 1 (Market Value assets) 1.023 1.063 0.94 0.94 

 (1.50) (1.40) (1.23) (1.28) 

Leverage -0.549 -0.721 -1.269 -1.269 

 (-0.23) (-0.33) (-0.61) (-0.60) 

PPE intensity (%) 0.433 -0.224 -0.308 -0.308 

 (0.18) (-0.09) (-0.12) (-0.15) 

R&D intensity (%) 2.692 2.004 2.243 2.243 

 (0.75) (0.49) (0.55) (0.58) 

Intercept 0.291 0.029 -1.616 0.045 

 (0.09) (0.01) (-0.52) (0.14) 

Adjusted R2 0.026 0.077 0.09 0.09 

N 109 109 109 109 

Robust  Yes Yes Yes Yes 

Cluster Year/firm  Yes  Yes  Yes  Yes 
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Panel B: Abnormal changes in external financing activities ($); ΔYear (-2, +2) 

 (1) (2) (3) (4) 

Parent firm CEOs (PE) 1.384**  1.614**  

 (1.97)  (2.11)  

Financial Expert (FE)  2.437** 4.474** 1.786** 

  (2.29) (2.07) (1.96) 

PE × FE   -2.688  

   (-0.21)  

Division CEOs (DM)    -1.614* 

    (-1.74) 

DM × FE    2.688** 

    (2.44) 

Growth opportunities- R&D 0.42 0.893* 0.667 0.667* 

 (1.32) (1.70) (1.52) (1.71) 

Information asymmetry 0.817 0.973 0.844 0.844 

 (0.00) (0.80) (0.63) (0.76) 

Average changes in Tobin's Q (-2) 2.305 2.068 2.238 2.238 

 (1.49) (1.40) (1.39) (1.59) 

Same industry spin-off (FF 48) -1.082 -1.09 -1.139 -1.139 

 (-0.84) (-0.86) (-0.87) (-1.06) 

Independent directors (%) 2.743 3.177 3.242 3.242 

 (0.82) (0.93) (0.94) (1.29) 

Non-busy directors (%) 0.778 0.311 0.795 0.795 

 (0.78) (0.39) (0.71) (0.82) 

Insider ownership -0.022 -0.024 -0.019 -0.019 

 (-1.09) (-1.10) (-0.90) (-0.52) 

Outside block ownership 0.000 0.001 0.000 0.000 

 (1.52) (1.82) (1.19) (1.17) 

Segment 0.253 0.008 0.400 0.400 

 (0.21) (0.01) (0.35) (0.32) 

Publicly traded units b/f spin-offs 0.251 0.12 0.099 0.099 

 (0.16) (0.08) (0.06) (0.07) 

Relative size 1 (Market Value assets) 0.382 0.734 0.436 0.436 

 (0.41) (0.72) (0.44) (0.54) 

Leverage -2.239 -2.143 -3.081 -3.081 

 (-0.92) (-0.95) (-1.37) (-1.17) 

PPE intensity (%) 1.863 2.082 1.813 1.813 

 (0.89) (1.11) (0.81) (0.73) 

R&D intensity (%) 4.752 4.433 4.841 4.841 

 (1.02) (0.86) (0.97) (0.87) 

Intercept 0.426 -0.021 -1.306 0.309 

 (0.15) (-0.01) (-0.45)  

Adjusted R2 0.013 -0.049 0.019 0.019 

N 109 109 109 109 

Robust Yes Yes Yes Yes 

Cluster Year/firm Yes Yes Yes Yes 
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Table 2.7: Univariate tests of changes in operating cash flow returns  

 

This table presents the difference and the changes in operating cash flows returns for 109 

spin-offs and non-spin-offs in Panel A and 79 parent firm CEOs and 30 division CEOs in 

Panel B.  Panel C shows the difference and the changes in operating cash flows returns by 

spun-off unit CEOs with financial expertise in our sample. Operating cash flows are 

measured by two different methods suggested by Denis and McKoen (2012) as Operating 

Cash Flow (1) and Chemmanur et al. (2010) as Operating Cash Flow (2) and each firm’s 

operating cash flow is scaled by its total assets.  Years -1 and -2 are measured relative to 

the year of spin-off announcement, while Year +1 and +2 are measured relative to the year 

of spin-off execution.  Year (-1, +1) and Year (-2, +2) present the changes in one-year and 

in average two-years of operating cash flows around spin-offs.  Two-sample t-tests 

(Wilcoxon-Mann-Whitney tests) are conducted to compare the difference of means 

(medians) of samples.  Statistical significance at the 1%, 5%, and 10% level is indicated 

by ***,**, and *, respectively. 
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Panel A: Operating cash flow return between spin-off firms and non-spin-off firms  

Operating Cash Flow (1) / Assets 
       

 Year -2 Year -1 Year +1 Year +2 Δ Year (-1, +1) 
 

Δ Year (-2, +2) 

Spin-off firms        

Mean 0.112 0.111 0.122 0.124 0.011**  0.012* 

Median 0.108 0.108 0.134 0.125 0.020**  0.019** 

N = 109 
      

 

Non-spin-off firms 
      

 

Mean 0.110 0.110 0.106 0.106 -0.004  -0.004 

Median 0.111 0.110 0.101 0.106 -0.009*  -0.007 

N = 109 
       

Difference 
       

Mean 0.002 0.001 0.016** 0.018* 0.015** 
 

0.015* 

 

Operating Cash Flow (2) / Assets 
       

 Year -2 Year -1 Year +1 Year +2 Δ Year (-1, +1) 
 

Δ Year (-2, +2) 

Spin-off firms        

Mean 0.133 0.135 0.144 0.145 0.009**  0.011* 

Median 0.130 0.134 0.149 0.147 0.015*  0.016* 

N = 109 
       

Non-spin-off firms 
       

Mean 0.132 0.134 0.130 0.132 -0.004  -0.002 

Median 0.133 0.137 0.129 0.130 -0.009*  -0.006 

N = 109 
       

Difference 
       

Mean 0.001 0.001 0.014* 0.013** 0.013** 
 

0.013* 
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Panel B: Operating cash flow returns between parent firm CEOs and division CEOs 

Operating Cash Flow (1) / Assets 
       

 Year -2 Year -1 Year +1 Year +2 Δ Year (-1, +1) 
 

Δ Year (-2, +2) 

Parent firm CEOs        

Mean 0.003 0.001 0.019 0.022 0.018*  0.018* 

Median 0.002 -0.001 0.010 0.010 0.011*  0.010* 

N = 79 
       

Division CEOs 
       

Mean -0.001 0.001 0.008 0.007 0.007* 
 

0.007* 

Median 0.000 -0.001 0.004 0.003 0.005 
 

0.003 

N = 30 
       

Difference 
       

Mean 0.003 0.000 0.011 0.015* 0.011* 
 

0.011* 

 

 

Operating Cash Flow (2) / Assets 
       

 Year -2 Year -1 Year +1 Year +2 Δ Year (-1, +1) 
 

Δ Year (-2, +2) 

Parent firm CEOs        

Mean 0.001 0.001 0.017 0.017 0.016*  0.016* 

Median 0.001 0.000 0.012 0.012 0.012*  0.010* 

N = 79 
       

Division CEOs 
       

Mean 0.001 -0.001 0.004 0.003 0.005* 
 

0.003 

Median 0.000 0.001 0.003 0.002 0.002 
 

0.002 

N = 30 
       

Difference 
       

Mean 0.000 0.002 0.014* 0.014** 0.011* 
 

0.013* 
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Panel C: Operating cash flow returns between financial experts and non-financial experts 

Δ Year (-1,1) 

 
Operating Cash Flow / Assets (1) Operating Cash Flow / Assets (2) 

 
Financial expert Non-financial expert Financial expert Non-financial expert 

Parent firm N = 44 N = 35 N = 44 N = 35 

CEOs 0.021** 0.014 0.020** 0.011 

     

Division N = 13 N =17 N =13 N =17 

CEOs 0.016* 0.000 0.010* 0.001 

     

Total 0.020 ** 0.009 0.018 * 0.008 

     

Δ Year (-2,2) 

 
Operating Cash Flow / Assets (1) Operating Cash Flow / Assets (2) 

 
Financial expert Non-financial expert Financial expert Non-financial expert 

Parent firm N = 44 N = 35 N = 44 N = 35 

CEOs 0.022** 0.014 0.019* 0.012 

     

Division N =13 N =17 N =13 N =17 

CEOs 0.016* 0.001 0.008* 0.000 

     

Difference 0.021 ** 0.010 0.016 * 0.010 
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Table 2.8: Regression of parent firm CEOs’ impact on abnormal changes in operating 

cash flows returns      

 

This table presents the results of OLS regression of changes in abnormal operating cash 

flows on parent firm CEOs and other controls.  Full sample consists of 109 firms that 

completed spin-offs in the period 1994 to 2009, including 79 firms assigning one of its 

executives as CEO of the spun-off unit (i.e. parent firm CEOs) and 30 firms appointing 

former division head as CEO of the spun-off unit (i.e. division CEOs). In addition, 109 

spin-off samples are classified as spun-off unit CEOs with financial expertise and non-

financial expertise.  Dependent variable is the change in abnormal operating cash flow 

returns measured in two different ways suggested by Denis and McKeon (2012) as OCF 

(1) and Chemmanur et al. (2010) as OCF (2).  Abnormal operating cash flows are the 

difference between spin-offs’ and matching non-spin-offs’ operating cash flows. T-

statistics based on robust standard errors and clustered by year and firms are reported in 

parentheses. Statistical significance at the 1%, 5%, and 10% level is indicated by ***,**, 

and *, respectively.          
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Panel A: Parent firm CEOs’ impact on abnormal changes in operating cash flow (1) returns 

 Δ Operating Cash Flow / 

 Assets (-1, +1) 

Δ Operating Cash Flow /  

Assets  (-2, +2) 

 (1) (2) (3) (4) 

Parent firm CEOs (PE) 0.091**  0.089**  

 (1.96)  (1.99)  

PE × FE -0.119  -0.108  

 (-0.72)  (-0.69)  

Financial Expert (FE) 0.054* 0.066* 0.047** 0.061* 

 (1.74) (1.67) (1.97) (1.64) 

Division CEOs (DM)  -0.091**  -0.089** 

  (-1.96)  (-1.99) 

DM × FE  0.119*  0.108** 

  (1.92)  (1.99) 

Growth opportunities- R&D 0.002 0.002 0.003 0.003 

 (0.42) (0.42) (0.68) (0.68) 

Information asymmetry -0.037 -0.037 -0.079 -0.079 

 (-0.15) (-0.15) (-0.30) (-0.30) 

Average changes in Tobin's Q (-2) -0.015 -0.015 -0.004 -0.004 

 (-0.14) (-0.14) (-0.04) (-0.04) 

Same industry spin-off (FF 48) -0.089 -0.089 -0.093 -0.093 

 (-1.30) (-1.30) (-1.34) (-1.34) 

Independent directors (%) 0.071 0.071 0.092 0.092 

 (0.50) (0.50) (0.61) (0.61) 

Non-busy directors (%) 0.024 0.024 0.024 0.024 

 (0.24) (0.24) (0.23) (0.23) 

Insider ownership -0.005 -0.005 -0.005 -0.005 

 (-0.93) (-0.93) (-0.92) (-0.92) 

Outside block ownership 0.000 0.000 0.000 0.000 

 (-0.27) (-0.27) (0.88) (0.88) 

Segment 0.019 0.019 0.027 0.027 

 (0.46) (0.46) (0.67) (0.67) 

Publicly traded units b/f spin-offs -0.038 -0.038 -0.048 -0.048 

 (-0.38) (-0.38) (-0.50) (-0.50) 

Relative size 1 -0.202 -0.202 -0.210 -0.210 

 (-0.90) (-0.90) (-0.95) (-0.95) 

Leverage 0.218 0.218 0.161 0.161 

 (0.76) (0.76) (0.57) (0.57) 

PPE intensity (%) -0.053 -0.053 -0.043 -0.043 

 (-0.64) (-0.64) (-0.52) (-0.52) 

R&D intensity (%) 0.127 0.127 0.236 0.236 

 (0.53) (0.53) (1.10) (1.10) 

Intercept -0.052 0.039 -0.050 0.039 

 (-0.30) (0.26) (-0.27) (0.23) 

Adjusted R2 0.027 0.027 0.04 0.04 

N 109 109 109 109 

Cluster Year/firm Yes Yes Yes Yes 
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Panel B: Parent firm CEOs’ impact on abnormal changes in operating cash flow (2) returns 

 Δ Operating Cash Flow /  

Assets (-1, +1) 

Δ Operating Cash Flow / 

 Assets  (-2, +2) 

 (1) (2) (3) (4) 

Parent firm CEOs (PE) 0.122*  0.123*  

 (1.92)  (1.91)  

PE × FE -0.189  -0.160  

 (-0.88)  (-0.72)  

Financial Expert (FE) 0.100* 0.088* 0.074* 0.086* 

 (1.71) (1.89) (1.65) (1.64) 

Division CEOs (DM)  -0.122*  -0.089** 

  (-1.92)  (-1.99) 

DM × FE  0.189**  0.108** 

  (1.98)  (1.99) 

Growth opportunities- R&D 0.002 0.002 0.004 0.003 

 (0.33) (0.33) (0.58) (0.68) 

Information asymmetry -0.024 -0.024 -0.041 -0.079 

 (-0.07) (-0.07) (-0.12) (-0.30) 

Average changes in Tobin's Q (-2) -0.051 -0.051 -0.042 -0.004 

 (-0.45) (-0.45) (-0.36) (-0.04) 

Same industry spin-off (FF 48) -0.110 -0.110 -0.109 -0.093 

 (-1.32) (-1.32) (-1.28) (-1.34) 

Independent directors (%) 0.126 0.126 0.115 0.092 

 (0.94) (0.94) (0.81) (0.61) 

Non-busy directors (%) 0.047 0.047 0.042 0.024 

 (0.40) (0.40) (0.37) (0.23) 

Insider ownership -0.004 -0.004 -0.004 -0.005 

 (-0.70) (-0.70) (-0.65) (-0.92) 

Outside block ownership 0.000 0.000 0.000 0.000 

 (0.29) (0.29) (0.89) (0.88) 

Segment 0.073 0.073 0.079 0.027 

 (1.40) (1.40) (1.45) (0.67) 

Publicly traded units b/f spin-offs -0.050 -0.050 -0.060 -0.048 

 (-0.46) (-0.46) (-0.55) (-0.50) 

Relative size 1 -0.210 -0.210 -0.220 -0.21 

 (-0.85) (-0.85) (-0.91) (-0.95) 

Leverage 0.119 0.119 0.068 0.161 

 (0.36) (0.36) (0.21) (0.57) 

PPE intensity (%) -0.040 -0.040 -0.023 -0.043 

 (-0.45) (-0.45) (-0.25) (-0.52) 

R&D intensity (%) 0.284 0.284 0.307 0.236 

 (1.07) (1.07) (1.19) (1.10) 

Intercept -0.185 -0.063 -0.161 0.039 

 (-0.82) (-0.33) (-0.72) (0.23) 

Adjusted R2 0.019 0.019 0.022 0.04 

N 109 109 109 109 

Cluster Year/firm Yes Yes Yes Yes 
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Appendix: Definition of variables  

Total assets - The fiscal year-end total assets.  

 

Firm size - Multiplying the shares outstanding by the closing price at the end of fiscal year.  

 

StockReturn - The cumulative stock return over the last 12 months.  

 

Leverage - The ratio of book value of total debt to book value of total assets.  

 

Turnover - The average of monthly ratios of the number of shares traded to the number of shares 

outstanding during the last 12 months.  

 

Cash flow – The Ratio of earnings less interest and taxes to firm’s book assets.  

 

Leverage - The ratio of book value of total debt to book value of assets   

 

Return on assets - The ratio of earnings before interest, taxes, depreciation, and amortization to 

the book value of total assets 

 

Board size - The number of board directors in the proxy statement  

 

Outside directors - The ratio of outside directors who are not employees of the firm to board size 

 

Non-busy directors - The ratio of directors who holds less than three directorships at other firms 

to board size    

 

Insider ownership - The fraction of outstanding shares held by directors and executive officers   

 

Outside block ownership - The fraction of outstanding shares owned by institutional investors in 

the proxy statement. An institutional investor is defined as a shareholder who holds more than 5% 

of outstanding shares  

 

CEO total compensation - The sum of cash pay and equity-based pay  

 

Director age - The age in years when parent firms announce the spin-off  

 

Information asymmetry - The standard deviation of the three-day abnormal returns around the 

announcement of quarterly earnings during the three years preceding the announcement of the 

spin-off  

 

Product market concentration - Herfindahl index based on each firm’s asset   

 

Relative size 1 (2) - The market value of assets (total assets) of spun-off units measured in the 

year succeeding the spin-off execution (year +1) over parent firms’ market value of assets (total 

assets) measured in year -1 

 

Publicly traded units b/f spin-offs - The number of spun-off units that were already publicly 

traded before the spin-off announcement 
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