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This study revisits and analyzes the causes leading to firm exit in divestiture
spin-offs over the past five years, aiming to consolidate findings from recent

literature and uncover evolving trends. Using a systematic literature review of
Scopus publications from 2019 to 2024 and employing the PRISMA method-
ology, this study analyzed a final sample of 97 journal articles to examine
the key factors influencing divestiture spin-offs. The results identify four pri-
mary causes for divestiture spin-offs: market periphery and overlap, asset re-
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. . between redeployment and divestiture. These insights reveal a significant shift
Fl.rm Elet in research focus, offering valuable knowledge for executives and manage-
Divestiture ment to move beyond traditional views and understand the underlying causes in
Spin-Off a more nuanced way. This study provides essential guidance for executives,

Firm Management

;E

firm management, and policymakers, supporting informed decision-making
in business unit divestitures and contributing to a more sustainable economic
cycle. The originality and value of this research lie in its comprehensive iden-
tification of the causes behind firm exit in divestiture spin-offs, laying a robust
foundation for future research and practical applications.
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1. INTRODUCTION

Firm exit has become a focal point of interest for academic managers overseeing multi-business en-
terprises [1], as well as for the broader economy [2], especially during periods of economic turbulence [3].
This process is influenced by extensive macroeconomic dynamics [4], making it essential for both individual
businesses operating within competitive markets and the economic framework as a whole to understand the
intricacies of business exit.

A substantial volume of research has highlighted numerous factors underlying firm exit [5]. Scholars
have explored various potential causes, including inertial factors [6], the internal environment for selection [7],
levels of financial performance [8], multiple uncertainties [9], innovation impacts [10], financial restrictions
[11], ownership structures [12], and particular seller-driven motivations [13]. Other research avenues have
examined firm exit by evaluating both internal [14] and external influences [15], or by framing exit in contrast

Journal homepage: https://att.aptisi.or.id/index.php/att


https://doi.org/10.34306/att
https://orcid.org/0009-0004-4973-1514
https://orcid.org/0000-0003-1245-7342
https://orcid.org/0000-0001-7401-3996
https://orcid.org/0000-0002-3018-4627
mailto:dadiadriana@apps.ipb.ac.id
mailto:hartoyohartoyo@apps.ipb.ac.id
mailto:rizalsyarief@apps.ipb.ac.id
mailto:elisaanggraeni@apps.ipb.ac.id
https://creativecommons.org/licenses/by/4.0/
https://doi.org/10.34306/att.v6i3.447
https://creativecommons.org/licenses/by/4.0/
https://att.aptisi.or.id/index.php/att

APTISI Transactions on Technopreneurship (ATT) a 459

to survival [16]. Additionally, some studies focus on the factors that affect the timeline and pathway of exit for
distressed businesses [17].

This is where the study’s significance and broader impact on business and the economy are typically
introduced. By placing it here, you can smoothly connect the paper focus on firm exit and divestiture spin-offs
with its potential contribution to sustainable economic growth under SDG 8. This positioning will highlight
the research alignment with global development goals early on, setting a relevant context for readers [18].

Previous literature reviews have examined the extensive field of firm exit, addressing broad themes and
specific types of exit, such as divestitures, entrepreneurial departures, small firm exits, and survival mechanisms
[19]. In recent years, research efforts have intensified around the concept of firm exit [20]. However, this focus
has led to fragmented understandings, as studies diverge from foundational definitions, employing various
methodologies and drawing diverse conclusions [21].

Thus, a cohesive review is needed, particularly as firm exit emerges as a critical subject in the current
economic environment. This study offers a structured analysis of the existing body of literature through a
systematic literature review (SLR) of business exits, concentrating on publications from the past three decades.
We aim to contribute in three primary ways: first, by offering an updated, comprehensive overview of current
research on firm exit drivers; second, by identifying prevailing thematic areas within the literature; and third,
by illustrating the field development over time. We also highlight key recommendations and suggest pathways
for future research.

2.  RESEARCH METHOD

This study utilized a systematic literature review (SLR) approach to investigate the topic comprehen-
sively. The SLR method involves a structured and exhaustive examination of scholarly publications on specific
themes central to the research inquiry. Here, the focus was on instructional strategies within certain disciplines
as they pertain to the broader context of firm exit.

Due to Scopus global recognition and reliability, the researchers selected it as the primary database.
The search process was structured around three main keywords: “firm exit”, ’firm exit of companies”, and ’firm
exit for divestiture spin-off” [22]. To facilitate a thorough analysis, the selected full-text articles from Scopus
were processed using the PRISMA framework, which includes stages of identification, screening, eligibility,
and final selection.

For additional support, Publish or Perish 8 was used for systematic planning, VOSviewer for feasibility
visualization, and Mendeley Reference Manager for organizing the meta-analysis feasibility. Inclusion and
exclusion criteria were also carefully defined and applied during this process.

2.1. Eligibility Screening and Assessment

Using systematic planning in Publish or Perish 8, articles were categorized under the themes of firm
exit”, ”firm exit of companies”, and “’firm exit for divestiture spin-off”. Table 1 outlines the systematic planning
results, summarizing data from the Scopus database from 2019 to 2024.

Table 1. Systematic planning results using Publish or Perish 8 on Scopus database, 2019-2024.

Category Count Citation Count by 2024
Firm exit 197 4884

Firm exit of companies 28 315

Firm exit for divestiture spin-off 1 2

Total 226 5201

Table 1 As shown, the "firm exit” category had the largest representation, with 197 articles garnering
4,884 citations by 2024. This suggests that the general topic of firm exit has received considerable academic
attention. In comparison, the “’firm exit of companies” category included 28 articles with a total of 315 citations,
indicating moderate scholarly focus. The "firm exit for divestiture spin-off” category, with only one article and
two citations, highlights an area with limited research, suggesting an opportunity for further study in this
specific aspect of firm exits [23].

These findings illustrate current research priorities in the study of firm exits and identify areas for
potential exploration. Across the three categories, a total of 236 relevant articles were selected, with a combined
5,201 citations from 2019 to 2024. To facilitate data organization and analysis, all articles were managed in
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Mendeley Reference Manager, exported in "RIS” format, and visualized using VOSviewer. This structured
approach provides a comprehensive overview of the scholarly landscape on firm exit topics, with 1 offering a
visual representation of the results.

-
editito ute env‘\rcnma“*egulation - cquntry
-

J’%\ VOSviewer

Figure 1. Visualization Results Using VOSviewer

Figure 1 illustrates a visual distribution of research categories and related keywords within the SLR,
emphasizing three central themes firm exit, firm exit of companies, and firm exit for divestiture spin-off. The
diagram, generated by VOSviewer, shows the connections between studies, revealing concentration areas and
potential research gaps. Node size reflects category prominence, while line thickness indicates the frequency
of keyword co-occurrence, thereby mapping the intellectual structure of the field.

2.2. Inclusion and Exclusion Criteria for SLR Article Selection

The systematic literature review (SLR) employed five main stages to refine literature selection. Out-
lines the criteria used for SLR article selection. This includes only full-text, peer-reviewed articles published
between 2019 and 2024, with a focus on firm exit or divestiture topics, drawn exclusively from the Scopus
database to maintain quality and relevance.

Table 2. Inclusion and Exclusion Criteria for Article Selection
Inclusion Exclusion
Book reviews, theses, dissertations, book
chapters, proceedings
Published between 2019-2024 Published before 2019
Includes firm exit, firm exit of companies,
or divestiture spin-off
Scopus database Non-Scopus sources

Full-text articles

Lacks the above themes

* Publish or Perish 8
* Mendeley Reference Manager Other applications

* VOSviewer

Table 2 outlines the criteria for selecting articles, divided into inclusion and exclusion categories to
ensure relevance and quality. Additionally, Publish or Perish 8§, Mendeley Reference Manager, and VOSviewer
were the only tools used. The Exclusion criteria ruled out book reviews, theses, dissertations, book chapters,
conference proceedings, articles published before 2019, non-Scopus sources, and applications other than the
specified tools. This structured approach ensured that only recent, high-quality, and thematically relevant
articles were included in the study.

2.3. PRISMA Analysis

The article search focused on topics related to firm exit, specifically examining firm exit of companies
and divestiture spin-offs. Using the PRISMA (Preferred Reporting Items for Systematic Reviews and Meta-
Analyses) framework for inclusion and exclusion criteria, the search process was designed for consistency and
replicability in selecting relevant studies, as outlined in Figure 2.

A systematic literature review (SLR) was conducted, utilizing Scopus as the primary database and
limiting studies from 2019 to 2024. Keywords included "firm exit”, ’firm exit of companies”, and "firm exit
for divestiture spin-off [24]”. The PRISMA framework guided the selection, screening, and refining of studies,
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while citation management was supported by Publish or Perish 8, which helped identify highly cited and
relevant research within the specified categories.

The initial search on Scopus yielded 226 articles, which were narrowed down by removing 46 articles
that did not match the focus and an additional 13 non-research articles, resulting in 167 for review. After further
exclusions based on relevance and availability of complete text, 97 articles were finalized and exported in RIS
format for detailed analysis in Mendeley, ensuring a structured and comprehensive examination of firm exit
research, especially in divestiture spin-offs.
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Figure 2. PRISMA Analysis in Literature Selection

The Scopus database search, limited to the keywords “firm exit”, ”firm exit of companies”, and firm
exit for divestiture spin-off”, yielded 226 articles from 2 019 to 2024. From these, 46 were screened out for
differing categories, leaving 180 articles. An additional 13 non-research articles were excluded, resulting in
167 articles for detailed review. After further exclusions based on relevance, 150 articles were deemed eligible.
Among these, 53 were omitted for incomplete full text [25]. Ultimately, 97 complete articles were included,
with significant findings exported in RIS format for further analysis in Mendeley.

2.4. Data Configuration
A total of 226 articles were initially identified in Scopus, filtered according to specific themes and
keywords. Of these, 97 full-text articles were relevant. Table 3 displays results by category and relevance.

Table 3. Filtered Articles by Theme and Full-Text Availability

No Category Count
1. Firm exit 71
2. Firm exit of companies 26
3. Firm exit for divestiture spin-off 1
Total 97

Table 3 summarizes the article distribution across three main themes. Out of 97 articles, 71 focused on
“Firm exit”, 26 addressed “Firm exit of companies”, and only one covered "Firm exit for divestiture spin-off”,
highlighting a research gap in this last category.

3. RESULT
Through the PRISMA analysis conducted with Mendeley Reference Manager, 97 complete and rele-
vant journal articles published on Scopus from 2019 to 2024 were identified. The findings reveal that firm exit
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through divestiture spin-off may be driven by factors such as market boundaries and overlap, asset reallocation,
ineffective resource utilization, and the strategic decision to either redeploy or divest, influenced by the timing
of the exit.

3.1. Firm Exit for Divestiture Spin-Off Driven by Market Boundaries and Overlap

Market boundaries can influence a firm decision to exit through divestiture spin-off. The concept of
market periphery underscores the importance of a firm’s position within the broader market landscape, whether
at the core or on the periphery [26]. To effectively tackle the complexities arising from diverse market environ-
ments, firms are encouraged to form specialized divisions focused on niche markets. While some corporations
diversify due to external market opportunities, many focus on strengthening their core competencies. Firms
are generally organized around core activities, with some strategically positioned at the center of their core
markets, crucial for their sustainability, while others remain at the periphery.

Firms situated at the core often exert considerable influence over their subsidiaries, possessing control
over market or critical assets that are essential for maintaining operations, especially in the absence of the
output market. Studies on divestiture indicate that enhancing a firm’s market position frequently necessitates
a reassessment of assets, leading to spin-offs. However, exit decisions are shaped by the range of strategic
options available and each firm’s potential outcomes. Headquarters may assess the strategic importance of
each division to improve the firm’s overall market competitiveness before deciding on exit actions [27].

Central firms often receive higher priority from headquarters compared to those on the periphery due to
their strategic importance for overall sustainability. Organizational decisions reflect constraints from influential
entities that control essential resources. As a result, the exit decisions depend on the firm’s competitiveness
or performance outcomes. Core firms, if excluded, may face more severe disruptions in their operational
continuity compared to peripheral firms.

Moreover, firms may decide to exit through divestiture spin-off when facing market overlap. For
instance, a corporation might own multiple specialized firms with overlapping structures or product portfolios
within the same geographic market. Some firms are more diversified due to managerial autonomy or resource
accessibility, while others are not. Market overlap can escalate internal competition over shared resources,
leading to adverse outcomes and eroding the firm’s competitive advantage. In cases where new divisions are
not established to reduce competition, a firm may consider exiting the market if other related firms operate in
the same industry. A firm may choose to replace a competitor if overlapping markets lead to unsustainable
rivalry.

3.2. Firm Exit for Divestiture Spin-Off Driven by Asset Reallocation

Another cause of firm exit through divestiture spin-off is asset reallocation. This topic holds practical
importance and is extensively studied. Research indicates that [28], parent companies often sell unrelated
subsidiaries to external buyers. Literature suggests that divestment can serve as a type of firm exit where assets
are reallocated to firms aligned with the parent company’s asset portfolio. Firms seeking to enhance shareholder
value might transfer assets to related entities. Evidence shows that firms with a portfolio of related businesses
are more likely to exit through internal asset redeployment.

The distinction between divestment and asset redeployment often defines the patterns of firm exit,
where decisions are driven by the relevance of asset reallocation. Firm exits primarily stem from asset rede-
ployment or spin-off as a strategy for focusing on assets with non-scalable potential. Researchers identified
instances where firms exited by divesting and redeploying assets, with studies suggesting that firms with more
closely related subsidiaries have a higher likelihood of market exit.

Asset redeployment is often facilitated by factors like lower adjustment costs, higher external transac-
tion costs, and incentivizing conditions. The redeployment of assets becomes more probable, especially when
rapid expansion in remaining chains follows the closure of sibling stores. Firms with unrelated subsidiaries are
more likely to exit by divestiture when external markets offer better asset reallocation opportunities.

3.3. Firm Exit for Divestiture Spin-Off Driven by Unprofitable Resource Usage

Unprofitable resource usage can also lead firms to consider exiting through divestiture spin-off. Firms
experiencing recurring financial losses may find divestiture beneficial to refocus on areas with competitive
advantages. Poor resource utilization often results in operational inefficiencies, where the firm incurs high
operating costs without matching revenue gains, reducing its competitive stance against more efficient com-
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petitors. Firms struggling to efficiently use resources may choose divestiture spin-offs to concentrate on core
operations that promise a competitive edge [29].

By divesting underperforming assets, firms realign investments with strategic goals, enhancing share-
holder value by reallocating capital towards profitable ventures. As a response to unfavorable market fluctua-
tions, firms may divest nonviable sectors, ensuring economic sustainability. This approach also minimizes risks
associated with continuing unprofitable operations, positioning the firm for long-term success through efficient
resource utilization.

3.4. Firm Exit for Divestiture Spin-Off Driven by the Timing-Based Choice Between Redeployment
and Divestiture

The timing of exit can also affect whether firms opt for redeployment or divestiture. Asset redeploy-
ment involves shifting resources within the organization to areas with higher growth potential, while divestiture
typically entails the sale of non-essential assets. Firms might choose redeployment when strategic opportuni-
ties arise, allowing resource optimization for better returns. Divestiture, on the other hand, may be favored
when firms face financial constraints, shifting market dynamics, or a need to streamline operations. Efficiently
reallocating resources by divesting underperforming assets enables the firm to focus on profitable opportunities
or improve its financial health.

Ultimately, the decision to redeploy or divest depends on various factors such as timing, market con-
ditions, and the firm’s strategic objectives. Firms may lean towards redeployment when they see potential
in reallocated resources, while divestiture may be preferred when disposing of non-core or underperforming
assets. This choice is shaped by exit-related details, current market trends, and the long-term goals of the
organization.

4. DISCUSSION

The growing availability of data and increased awareness surrounding the reasons for firm exit through
divestiture spin-offs have fueled research efforts to distinguish among various causes. This study identifies four
primary drivers behind firm exits: market periphery and overlap, asset reallocation, unproductive resource
utilization, and the strategic choice between redeployment and divestiture based on exit timing. Prior studies
have shown that new firms, especially entrepreneurial ones, face a higher risk of exiting the market shortly
after inception, with this risk decreasing as they mature. Start-ups experiencing financial constraints during
their first year are more susceptible to external shocks, making industry exit more likely. Moreover, a clear
distinction exists between large and small firms, with smaller ones being more prone to exit due to challenges
in reaching minimum efficient scale. Entrepreneurial firms and start-ups are often analyzed separately because
of their unique characteristics and the challenges of small scale and newness [30].

The findings of this study underscore that the concept of market periphery accentuates a firm po-
sitioning within the broader market, whether central or peripheral. Firms are often encouraged to establish
specialized divisions within their structures to manage niche markets effectively and navigate environmental
complexities. Core firms hold substantial influence over subunits within multiunit organizations, as they con-
trol critical assets and market segments necessary for operational continuity. To enhance their market position,
firms frequently undergo restructuring, including asset divestitures. However, the exit decision depends on the
strategic options and potential outcomes specific to each firm. Headquarters may evaluate the strategic signif-
icance of individual divisions to improve overall competitiveness before finalizing exit decisions, prioritizing
central over peripheral firms due to their impact on corporate survival.

Additionally, as revealed in this study, market overlap may prompt firms to exit through divestiture
spin-offs. For example, an insurance conglomerate may manage several highly specialized subsidiaries with
similar structures and portfolios within the same geographic area. Such overlap can increase competition for
shared resources, both internally and externally, diminishing the firm competitive advantage. Previous studies
have also indicated that firm exits may result from asset reallocation or divestiture spin-offs. Firms with a
network of related businesses are more inclined to exit through internal asset redeployment. The firm efficiency
and the divestiture spin-off process can drive decisions to exit by reallocating assets.

The findings of this study on asset redeployment reveal that firms with closely related subsidiaries
have an increased likelihood of market exit. This trend is particularly evident when three critical factors fa-
vor asset redeployment: reduced resource adjustment costs, higher transaction costs associated with external
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transactions, and strong positive incentives. Asset redeployment is often pursued when favorable market con-
ditions exist, such as rapid expansion in remaining locations after sibling units are closed. The process of
divestiture spin-off can also motivate a firm to exit due to inefficient resource use, as indicated by this study
[31]. Ineffective resource utilization often leads to net losses, negatively impacting overall cash flow. Prior
studies have shown that unproductive resource use can cause operational inefficiencies, elevating costs without
proportionate revenue increases. Firms that cannot optimize resources are disadvantaged against more efficient
competitors, resulting in market share losses.

According to this study, divestiture spin-offs provide firms with a mechanism to realign their invest-
ment portfolios based on strategic objectives and market demands. Ending unprofitable projects is often viewed
as a shareholder value strategy. Investors interpret divestiture as a move to increase portfolio efficiency, allow-
ing firms to channel resources toward more lucrative ventures with higher profit potential. Ultimately, firm exits
may be prompted by factors such as the timing-based decision between asset redeployment and divestiture. The
timing of an exit influences whether resources are redeployed or sold. Redeployment typically involves reallo-
cating resources to alternative divisions or projects, while divestiture entails the sale or disposal of a firm assets,
subsidiaries, or divisions. Timely divestiture of non-core or underperforming assets enables the firm to allocate
resources toward more profitable opportunities, enhancing financial stability.

4.1. Theoretical Implications and External Factors Influencing Firm Exit

Beyond the specific causes identified in this study, it is essential to consider theoretical frameworks
that elucidate firm exit in relation to external economic factors. The institutional theory and resource-based
view (RBV) offer valuable perspectives on the findings of this research. Institutional theory posits that firm
behaviors, including exit strategies, are influenced by external forces such as economic regulations, political
factors, and global market conditions. In economically volatile times, such as during financial crises or pan-
demics, firms may reevaluate their operations, resulting in increased spin-offs or divestitures as a reaction to
economic shocks.

The resource-based view (RBV) complements this by emphasizing that firm exits may be motivated
by the need to restructure internal resources to sustain competitiveness in evolving economic climates. Firms
struggling to adapt their resources in response to external pressures might adopt exit strategies like divestiture
spin-offs to protect core activities.

Additionally, transaction cost economics (TCE) provides a perspective wherein firm exits are driven
by the costs associated with managing underperforming assets or divisions, particularly during uncertain market
conditions. When external factors raise the cost of maintaining such assets, firms may find it more efficient to
exit certain markets through spin-offs [32].

These theoretical insights align with this study’s findings, indicating that internal factors like market
periphery and resource inefficiency are critical drivers of firm exits, often exacerbated by external economic
challenges. For example, during global recessions, firms on the periphery may struggle to compete with central
players, making spin-offs a strategic response to conserve resources.

4.2. Entrepreneurial Implications of Firm Exit

The impact of firm exits extends to entrepreneurial ventures. Divestiture spin-offs can provide fertile
ground for entrepreneurial activity, as new businesses frequently emerge from the separation of business units.
Spin-offs enable entrepreneurial leaders to focus on niche markets, develop innovative products, and establish
new value propositions outside the confines of the original corporate structure. The entrepreneurial ecosystem
thus plays a significant role in analyzing firm exits, especially in sectors undergoing rapid technological or
market changes.

For entrepreneurs, understanding the timing and strategy behind firm exits can aid in recognizing
opportunities and acquiring resources. Spin-offs offer entrepreneurs a chance to gain undervalued assets or
skilled personnel from exiting firms, strengthening their market position. Moreover, divestiture spin-offs often
involve knowledge and intellectual property transfers, giving new ventures a foundation for growth in emerging
fields.

In the global market context, new ventures arising from spin-offs may benefit from lower transaction
costs and enhanced flexibility, allowing them to respond effectively to economic shifts. This highlights the
relationship between firm exits and entrepreneurial activities, where divestitures act as both an exit strategy for
larger firms and a catalyst for new business creation and innovation.
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5. MANAGERIAL IMPLICATION

This study offers practical insights for business leaders navigating firm exits through divestiture spin-
offs. Firstly, recognizing the role of market positioning and the strategic placement of business units can guide
decisions to divest or refocus on core competencies, particularly during economic downturns. Firms on the
periphery may be ideal candidates for spin-offs, allowing management to concentrate on central operations
critical to competitiveness.

Secondly, asset redeployment should be strategically considered to maximize resource efficiency.
Leaders may assess whether underperforming assets can be repurposed within the organization or sold exter-
nally to free capital for more profitable ventures. Strategic redeployment enhances operational agility, focusing
resources on high-potential areas that support growth.

Thirdly, identifying unproductive resource use as a driver of firm exit signals a need to discontinue
resource-draining activities. Firms should routinely evaluate business unit performance and be prepared to exit
units that detract from financial stability.

Lastly, the choice between redeployment and divestiture should be aligned with both market opportu-
nities and internal capabilities. Leaders must weigh the costs and benefits of each approach, balancing immedi-
ate financial objectives with long-term strategic goals. Such decisions are essential for maintaining competitive
advantage and supporting sustainable firm growth.

6. CONCLUSION

Firm exit is a critical aspect of business management, particularly under conditions of economic uncer-
tainty. Various studies have examined factors contributing to firm exits, including inertial forces, the internal
selection environment, financial performance, market uncertainty, innovation, financial limitations, types of
ownership, and motivations of sellers. Nonetheless, there remains a need for a more integrated understanding
of firm exit, especially in today’s economic climate. For instance, firms positioned on the market periphery,
often handling niche markets, may face higher exit risks. Centralized firms are generally prioritized by head-
quarters due to their essential role in the organization’s survival. Additionally, market overlap can prompt firms
to exit, particularly when firms are hesitant to establish new divisions and opt to replace competitors instead.

Firm exits via divestiture spin-offs may also stem from asset reallocation strategies. This approach
allows companies to enhance shareholder value by reallocating assets to other related entities within their
portfolio. The likelihood of exit increases in scenarios where closely related subsidiaries exist, combined
with factors such as lowered costs, rising external transaction costs, and favorable incentives. Additionally,
ineffective resource usage can lead firms toward divestiture spin-offs, enabling them to realign investment
assets with strategic and market objectives. Whether assets are reallocated or sold depends on the timing and
context of the exit. Redeployment involves reallocating resources across various organizational divisions or
projects, while divestiture entails selling or disposing of assets, subsidiaries, or entire divisions. The choice
between redeployment and divestiture is influenced by factors such as exit details, market conditions, and
long-term strategic goals.

This study enhances the theoretical framework on firm exits by identifying key causes driving divesti-
ture spin-offs. The practical implication of this research is to offer managers an early indication of conditions
that might lead to spin-offs, supporting informed decision-making. A noted limitation of this study is its fo-
cus solely on spin-offs within the past five years. Further research should consider an extended timeframe to
examine the long-term impacts and outcomes of spin-offs.
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