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Abstract

Using an original dataset of fully monetized LBOs initiated from 1990-2006, we examine the
emergence of an entrepreneurial transaction strategy focused on revenue growth and its incidence
relative to more “classic” strategies focused on operating efficiencies. We additionally show
how the conventional focus on returns measured at an IPO or acquisition frequently overstates
actual realized returns to sponsors. Using this return data, we evaluate how “classic” and
“entrepreneurial” strategies are associated with sponsors’ equity returns. Among successful
LBOs, LBOs that enhance operating efficiencies produce the highest “exit” returns; however,
LBO sponsors commonly fail to monetize these returns due to delays associated with liquidating
portfolio positions. In contrast, LBOs that focus on growing revenues are associated with higher
fully realized equity returns, suggesting more sustainable value-creation for sponsors and their

investors.

*Corresponding Author: Brian Ayash, 1 Grand Avenue, San Luis Obispo, CA 93401 Tel.: +1 805-756-2629
bayash@calpoly.edu



ISIf)rticles el Y 20 6La5 s 3l OISl ¥
Olpl (pawasd DYl gz 5o Ve 00 Az 5 ddes 36kl Ol ¥/
auass daz 3 Gl Gy V

Wi Ol3a 9 £aoge o I rals 9oy T 55 g OISl V/

s ,a Jol domieo ¥ O, 55l 0lsel v/

ol guae sla oLl Al b ,mml csls p oKl V7

N s ls 5l e i (560 sglils V7

Sl 5,:K8) Kiadigh o Sl (5300 0,00 b 25 ol Sleiiy ¥/


https://isiarticles.com/article/97556

