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5. Discussion and conclusion

This study examines previously unexplored characteristics of declin-
ing firms that likely affect a firm's propensity to file for bankruptcy and
implement a timely reorganization. Hypothesis 1 predicts that a declin-
ingfirm's intangible assets increase its likelihood offiling for Chapter 11.

The positive and strongly significant results support this prediction. This
finding is contrary to prior research, which found that firms with more
intangible assets are more likely to restructure outside of bankruptcy
(Gilson et al., 1990). The results for Hypothesis 1 are consistent with re-
source based strategy research, which demonstrates that certain re-
sources or capabilities, such as intangibles, are causally ambiguous
because they are embedded in organizations (Barney, 1991; King &
Zeithaml, 2001; Lippman & Rumelt, 1982). Consequently, the value of
intangible assets likely depends on stabilizing and sustaining a going
concern, and this can more effectively occur in Chapter 11 bankruptcy.
Liquidating these assets outside of bankruptcywould likely create insta-
bility and erode the potential value of intangibles.
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