FRIZBIT KA LR L 2e T2tk

Working Paper Series Vol.FY2020-04
2020 4 12 A

Z ®Working Paper ONFIFEHIZL D HDOTHY, BT LHAREL
S —DRfREE IR L2 b O T, 2B, —fe Wz &b Tl
ML FERENTER D20,

TR R FER FHE
HIRRR BT TE v & —

T840-8502 MEBETHAERT 1 K



A Decision of Going Public or Holding Privately of a Subsidiary
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Abstract

In this paper, we consider two strategies of a parent company that has a subsidiary: going public
and holding privately, and whether the parent company will newly go public in the group companies
that are currently wholly owned subsidiaries. Alternatively, we analyze whether or not to purchase the
shares of a publicly traded (not a wholly owned subsidiary) subsidiary to make it a private firm.

The main conclusion is that, firstly, when the independence that the parent company gives to the
subsidiary is small, this can be read as a large private benefit from controlling the subsidiary, it was
found that under such circumstances, it would result in underinvestment. Next, if the company is held
privately, it will not be possible to make a strategic decision to go public because the cost of losing
private benefits by selling shares and making it a public subsidiary is high. It was shown that a
subsidiary that is currently public may stay public if the private benefits obtained by holding private

are small.
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