
 
  

  

Corporate Restructuring 
 

Course Module in Financial Management 
 
Course Modules help instructors select and sequence material for use as part of a course. Each module 
represents the thinking of subject matter experts about the best materials to assign and how to organize 
them to facilitate learning. 
 
Each module recommends four to six items. Whenever possible at least one alternative item for each 
main recommendation is included, as well as suggested supplemental readings that may provide a 
broader conceptual context. Cases form the core of many modules but we also include readings from 
Harvard Business Review, background notes, and other course materials. 
 
 
1. Overview of suggested content (HBS case unless otherwise noted) 
 

Title Author Product 
Number 

Publication 
Year 

Pages Teaching Note 

1. Introduction 
Note on Bankruptcy in the 
United States  
(HBS background note) 

Luehrman & 
Teichner 

292062 1991 6p -- 

Valuing Companies in 
Corporate Restructuring, 
Technical Note  
(HBS background note) 

Gilson 201073 2000 15p -- 

2. Debt Restructuring: Bankruptcy 
Chrysler’s Sale to Fiat Foley, 

Goldberg, & 
Meyer 

210022 2010 25p 211013 

Alternative: Adelphia 
Communication Corp.’s 
Bankruptcy 

Gilson & 
Villalonga 

208071 2007 14p 209020 
 

3.Equity Restructuring I 
Finansbank 2006 Foley & Meyer 208108 2008 18p 208149 

Alternative: NEC Electronics Foley, 
Greenwood, & 
Quinn 

209001 2008 17p 209028 

4. Equity Restructuring II: Dual Class and Pyramid Ownership 
Magna International (A) & 
Magna International (B) 

Luehrman & 
Xuan 

211044 2010 12p 211077 

https://hbsp.harvard.edu/product/292062-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/292062-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/201073-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/201073-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/201073-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/210022-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208071-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208071-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208071-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/208108-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/209001-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/211044-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/211044-PDF-ENG?itemFindingMethod=Search


 
  

  

Alternative: Medco Energi 
Internasional 

Villalonga, 
Amit, & 
Hartman 

207021 2007 21p 208076 

5. Equity Restructuring III: Spinoffs and Targeted Stock 
USX Corp. Gilson 296050 1996 20p 298085 

Alternative: Kerr-McGee Greenwood & 
Perold 

207020 2006 18p 208135 

Supplement: Leveraging the 
Incumbent's Advantage 

Iansiti SMR104 2003 9p -- 

 
II. Rationale for selection and sequencing the items in this module 
 
There are many varieties of corporate restructurings: mergers and acquisitions, debt workouts, asset 
divestitures, employee layoffs, employee stock buyouts, the restructuring of employee benefits and 
pensions, and spinoffs, to name just a few. This module looks at some of the most prominent types. The 
paradigmatic context for restructuring is bankruptcy, thus Section 1 begins with Note on Bankruptcy in 
the United States, which outlines the complicated institutional and legal structure of bankruptcy.Every 
restructuring is motivated by the desire to increase the value of the firm, thus the second note, Valuing 
Companies in Corporate Restructurings, walks through the methods most useful for valuing firms in 
distress or undergoing fundamental change. 
 
Section 2’s main selection, Chrysler’s Sale to Fiat, provides students the opportunity to analyze the 
restructuring of Chrysler during the recent financial crisis. Topics include the role of the government, the 
conflicting interests and rights of the various stakeholders, the peculiarities of a Section 363 sale, and the 
problems of determining the value of a company in distress. The alternative case, Adelphia 
Communication Corp.’s Bankruptcy, covers much of the same ground, but in greater financial detail. It 
also discusses the accounting scandal that pushed Adelphia into bankruptcy and how that fraud exhibits 
the agency cost of family control. Students must evaluate the many outside offers for the company’s 
assets against the background of the firm’s complicated capital structure. 
 
In Section 3, students are introduced to equity restructuring, and reasons that might induce a firm to 
restructure when distress is not imminent. In the first case, Finansbank 2006, students are asked to 
identify the various factors that lead the founder of a major Turkey-based international bank to consider 
selling most of his equity in the bank but simultaneously buying back its international operations. Students 
are asked not only to evaluate the deal and restructuring from the point of viewer of buyer and seller, but 
also to consider the offer from the perspective of the minority shareholders.In the alternative case, NEC 
Electronics, a company’s equity trades at a discount to its fundamental value due to agency conflicts. An 
American hedge fund wants to restructure the subsidiary but its efforts are resisted by the parent 
company since its subsidiary’s narrow business focus is to its own operational and financial advantage. 
The events covered allow for a discussion of how ownership concentration constrains restructuring 
alternatives, how hedge fund investors might confront controlling shareholders, and how particular 
ownership structures can exploit minority shareholders. 
 

https://hbsp.harvard.edu/product/207021-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/207021-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/296050-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/207020-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/SMR104-PDF-ENG?itemFindingMethod=Search
https://hbsp.harvard.edu/product/SMR104-PDF-ENG?itemFindingMethod=Search


 
  

  

Section 4 takes a deeper dive into agency conflicts, especially those associated with dual-class and 
other restrictive ownership structures. The section shows how unwinding these agency conflictswith 
restructuring might release locked-up value. In Magna International--which has two parts but can be 
taught in one session--an automotive parts manufacturer is considering whether and how to unwind its 
dual-class ownership structure. The (A) case asks students to weight the costs and benefits of dual-class 
ownership and the best way to convert it to single class. In the (B) case, students are asked to evaluate 
the proposal that the board actually put to a shareholder vote. The alternate case, Medco Energi 
Internasional, is concerned with another major mechanism through which families and other corporate 
owners enhance control rights over and above their economic interest in corporations: pyramidal 
ownership. The CEO of an Indonesian oil company is striving to regain the majority of control that was 
lost during an economic crisis in the company that he and his brother had founded. Students are asked to 
evaluate the deal and the financing options open to them, including LBOs and equity offerings, and the 
effect of the proposed financing plan on the controlling family and minority shareholders. 
 
Section 5 looks at corporate spinoffs as a form of equity restructuring. In the main case, USX Corp., a 
corporate raider, Carl Icahn, pressures a large diversified steel and energy firm to spin off its steel 
business in order to increase stock price. Management proposes instead to replace the company’s 
common stock with two new classes of targeted or tracking stock that would represent separate claims 
against each business segment’s cash flows, allowing each business to be valued separately. In the 
alternative case, Kerr-McGee, a two-session case, the same corporate raider, Carl Icahn, has acquired a 
stake in an oil and gas exploration and production company and is trying to force it to sell its chemical 
business, sell forward a large portion of its reserves, and use the proceeds to repurchase shares. The 
supplementary Sloan Management Review article “Leveraging the Incumbent's Advantage” discusses the 
strategic pros and cons of spin-offs in the Internet age.  
 
As a capstone, you might want to consider the HBP online simulation, Finance Simulation: 
Blackstone/Celanese. It is based on the landmark acquisition of Celanese AG by the Blackstone Group in 
2003, and thus concerns, among many other topics, the structuring and financing of the deal. 

http://cb.hbsp.harvard.edu/cb/product/3712-HTM-ENG
http://cb.hbsp.harvard.edu/cb/product/3712-HTM-ENG

