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Abstract: The purpose of this paper is to explore the various methods of corporate
restructuring and the motivations and results behind them. In the context of a globalized
economy, many companies choose to restructure to adapt to the changing market environment
and challenges. Through the research method of literature review, we focus on three main
restructuring methods: business restructuring, financial restructuring, and debt restructuring,
and carry out in-depth analysis through the cases of Wesfarmers and Coles, Dell, and General
Motors. The results show that each recombination method has its specific advantages and
disadvantages. Business restructuring focuses on the business and strategic aspects of the
company and may result in greater operational efficiency and risk reduction. Financial
restructuring focuses on the capital structure and financial health of the company but may
bring financial risks. Debt restructuring is a solution to financial stress and is designed to
ensure the long-term survival of the company. Different companies choose different
restructuring strategies according to their specific situations and needs.
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1. Introduction

Business restructuring is the restructuring of a company's legal, ownership, operational, financial, or
other structure to make it more profitable or to better organize its current needs. It involves
transactions that reduce the size of a company through asset disposals (divestitures), spin-offs into
separate entities (equity divestments or spin-offs), or transfers to private ownership (acquisitions).

Financial restructuring can be commonly understood as a kind of acquisition and acquisition
behavior, which generally refers to the asset transaction behavior in which the company purchases
and sells assets to a specific scale outside of daily business activities, resulting in major changes in
the main business, assets, and income. According to the acquisition target, it can be divided into two
types: equity acquisition and asset acquisition. The specific acquisition consideration will be different
due to debt commitment and non-debt commitment. In the process of asset restructuring, it is
necessary to make reasonable arrangements for the corresponding debt [1].

Debt restructuring, including single debt restructuring, overall debt restructuring, debt-to-equity
swap, and other forms, specifically refers to the creditor and the debtor in the debt principal and
interest amount, repayment term, repayment method, collateral guarantee, interest rate and other
elements of the readjustment and agreement. With the economic downturn, many real enterprises
have the tight cash flow or even overdue conditions, so some financial institutions (AMC is the main
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player) through the acquisition of a single financial/non-financial institution debt, or the overall
acquisition of multiple or even all debtors' debt (including defaulted bonds) for restructuring, etc. The
income earned includes the consideration discount portion, the reset interest rate corresponding
income, and the flexible bet arrangement corresponding income. The purpose of this paper is to

explore the various methods of corporate restructuring and the motivations and results behind them
[2-3].

2.  Business restructuring

2.1. Wesfarmers and Cole

Post-demerger

Wesfarmers shareholders

100% 85%

Investment weighting shifted Defensive characteristics, strong
towards businesses with higher cash generation & earnings profile
future earnings growth prospects expected to be resilient through

economic cycles

50% 50%
flybuys

Supporting Wesfarmers’ & Coles’ data &
digital initiatives & the continued
development of the loyalty program

Figure 1: Wesfarmers shareholders [1].

After Wesfarmers bought Coles in 2007, the two companies' capital was pooled in one place. But
over time, capital needs and strategies changed, and Wesfarmers decided to spin off Coles in 2018,
making it an independent listed company.

This decision allows both companies to make independent capital allocation and investment
decisions based on their own business needs. In this way, the allocation and use of resources are more
targeted and efficient shown in below “Post-demerger Wesfarmers corporate structure”.
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Table 1: Introduction to Wesfarmers during two periods

Wesfarmers today Wesfarmers post-demerger Coles
FY17 revenue ($b) 68.4 27.5 39.2
FY17 EBIT ($b) 4.4 2.4 1.6
FY17 operating cash flow 5.2 2.6 2.2
Dec-17 R12 ROC 15.9/33.6 23.6/38.6 9.0/24.2
Dec-17 R12 capital employed 27.2 10.1 16.5
Employees ~223.000 ~114000 ~109000
Retail stores (Australia) 3813 1313 2500

From the two company’s EBIT contributions, the study can determine that Both Wesfarmers and
Coles will be able to focus more on their core businesses. Wesfarmers has more energy to focus on
other retail and industrial divisions, while Coles has increased its focus on food and daily retail. This
allows both companies to target their go-to-market strategies more precisely to better meet customer
needs[4].

2.2. Diversification and management of risks

With the spin-off of Coles, Wesfarmers has managed to diversify its business risk. Any market shock
to Coles before the spin-off could affect Wesfarmers as a whole. Now, by diversifying its operations,
Westarmers has ensured the stability and resilience of the overall business. From this process, the
split into two separate publicly traded companies gives investors more options. Now, investors can
choose to invest in Wesfarmers or Coles, depending on their risk tolerance and investment strategy,
rather than just one large group that spans multiple business areas. Such a choice is more attractive
to different investor groups and strengthens the market's confidence in the two companies. In addition,
Sometimes, the overall market value of a large conglomerate may be less than the combined market
value of its subsidiaries. A breakup of Kohl's would likely boost the market value of both companies
because it would be easier for investors to see the underlying value of each company. This spin-off
strategy unlocks previously hidden value and creates greater returns for shareholders, leading
Wesfarmer's share price is continuously increase after spin-off from 2018.
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2.3. Why Wesfarmers decided to spin off Coles

The reason can be that for a business of the scale of Coles, there are not that many logical buyers for
a business this large.

Shareholder value: Spin-offs typically provide direct value to shareholders. When Coles was split
up, Wesfarmers shareholders were given shares in the new Coles Group, giving them a direct stake
in both entities. Compared to a simple divestiture, in which the parent company may sell assets and
keep the proceeds, this may protect the profit.

Tax considerations: Wesfarmers was theoretically for sale, but a demerger was the best way of
separating Coles from the Wesfarmers business without incurring capital gains tax.

In summary, the case of Wesfarmers and Coles provides us with a window into corporate
restructuring. By effectively restructuring, companies can not only better meet market demand and
improve efficiency, but also provide more opportunities and value to investors[5-6].

3. Introduction to financial restructuring
3.1. Analysis of LBO-Dell

By the early 2010s, Dell, as a major player in the PC market, was under intense competitive pressure,
especially with the rise of the mobile device market. These competitive factors have led to the
stagnation of Dell's growth and the urgent need for strategic redirection.

Dell's financial restructuring (LBO): The transition from a public company to a private company

In 2013, Michael Dell and Silver Lake partners proposed taking Dell private for $24.4 billion. This
decision is intended to free Dell from the short-term pressures of the public markets so it can focus
more on long-term strategic transformation. As a private company, Dell has been able to make more
flexible and aggressive strategic adjustments to adapt to evolving market conditions[7].

3.2. Result and impact

Dell's acquisition of EMC in 2016 marked a major shift in its strategy, for about $67 billion, largely
financed with debt, in what was considered a mega-deal in the technology industry at the time. This
strategic move is intended to shift Dell's business area from traditional hardware manufacturing to a
broader IT solution offering, particularly data storage and cloud services.

Financial strategy and market re-entry: Due to the large amount of debt taken on by the EMC
acquisition, Dell decided in 2018 to go public again to provide liquidity and diversity to its debt
management strategy. This decision helps Dell further simplify its corporate structure while providing
a clear investment outlook.

Dell's financial restructuring and subsequent strategic decisions enabled IT to successfully
transform itself from a PC-centric business to an integrated IT solutions provider. In addition, while
the process is controversial in some respects, the purpose of this transformation is to better position
the company for future technology trends and enhance long-term shareholder value[8].

4. Introduction to debt restructuring
4.1. The course of debt restructuring of General Motors and its consequences

In 2009, the United States General Motors, which was deeply affected by the financial crisis, faced
unprecedented economic pressure: consecutive years of losses, shrinking market demand, and heavy
debt burden. On June 1, the company formally filed for bankruptcy protection in Manhattan
Bankruptcy Court. The one-time industrial giant's filings put its assets at $82.29 billion, in stark
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contrast to its total debt of $172.8 billion, with more than 100,000 creditors showing how burdened
it is.

The U.S. government considers GM "too big to fail," given its position in the U.S. economy. So,
the government decided to intervene forcefully. The initial step is a $19.4 billion loan to GM, but that
is far from enough to restructure. After a series of negotiations, the government provided an additional
$30 billion in loans if the company agreed to restructure.

To effectively restructure, GM came up with a strategy: transfer its core brands, overseas
subsidiaries, and some of its liabilities into a newly formed company - dubbed "New GM." The
"former GM" will include most of the units and businesses that will be terminated or sold and enter
bankruptcy proceedings.

The plan makes clear that shares in the new GM will be split between 60 percent for the US
Treasury, 12.5 percent for the Canadian government, 17.5 percent for the UAW health fund, and 10
percent for unsecured bondholders.

At the same time, the new GM has drawn up a plan to deal with its old debts: first, to repay $6
billion of bank mortgages directly; Second, the initial conversion of $27.38 billion of unsecured bonds
into shares in the new GM, while giving those creditors the right to buy more shares at favorable
prices in the future. Third, work with the United Auto Workers union to create an estimated $20.5
billion retiree health care fund for retired workers' health care. Fourth, the U.S. government's
investment will be used to buy debt and preferred equity in the new GM, estimated to be worth $8.8
billion.

After a series of complex and critical steps, General Motors successfully re-listed on the New York
Stock Exchange on November 18, 2010, raising $23.1 billion. Subsequently, in 2011, the company
achieved sales growth, with global sales reaching 9.03 million vehicles, an increase of 7.6% over the
previous year. This marks not only GM's successful comeback from the crisis but also the
effectiveness of the government's intervention and restructuring strategy [9].

4.2. Influence of Debt Restructuring

It is necessary to maximize the protection of creditors' interests in insolvency reorganization in this
bankruptcy reorganization.

If the debt and equity restructuring is not carried out, the collateral of the bank mortgage loan is
not regarded as the bankruptcy property first. Auction debt, probably less than 50%. The repayment
ratio of unsecured bonds and the United Auto Workers (equivalent to ordinary creditors in China)
may be less than 30%. This is the average American investor.

The pension and medical care of GM workers in the United States, the families involved, and the
number of people may be hundreds. Millions of Americans have also been saved through debt-for-
equity restructurings. That's all. At the end of the day, it would be worth $10 billion for the U.S.
government.

The U.S. government's rescue is through the means of the market. For the US government's rescue
of American General Motors, The action invested 50 billion yuan and recovered 40 billion yuan,
which is also the way of debt-for-equity exchange, though. It is appropriate for the market to transfer
the shares to recover the investment [10].

5. Comparison between business, financial, and debt restructuring

With the examples of Wesfarmers, Coles, Dell, and General Motors described above, the paper
compares the advantages and disadvantages of each type of restructuring.

In business restructuring with Western Farmers and Coles, the advantages lie in the process of
business reorganization. The two sides can realize diversification benefits, focus more on their core
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business, and improve efficiency. At the same time, business risk is reduced, and the continued rise
in the value of the stock has also helped shareholder value.

The downside can be the complexity of execution. In the process of restructuring the business,
Wesfarmers self-assessed a long time before 2018, indicating that the spin-off required more time
and resources to ensure a smooth transition. At the same time, the separation may also lead to the loss
of certain business units.

In the financial restructuring (Dell), the advantage was that as a private company, Dell had the
flexibility to adjust its strategy in response to changing market conditions, while allowing Dell to
accelerate its transformation from a PC-centric company to a comprehensive IT solutions provider.

However, the disadvantages of financial restructuring usually require high debt risks. In the
process of Dell's acquisition of EMC, it took on a large amount of debt, which led to certain financial
risks. In addition, Dell needs to re-apply for IPO in the process of re-listing, and complex procedures
such as prospectus also require time and financial resources, but due to debt problems, Dell must go
public again, reflecting that this is a complex and time-consuming process.

In the debt restructuring (General Motors), the advantage is that under the intervention and support
of the US government to provide the necessary funds and resources for General Motors, the
bankruptcy of General Motors was avoided, its long-term survival was ensured, and stakeholders
were protected. By restructuring its debt, for example, GM has managed to protect creditors, workers,
and investors. However, government intervention could impose certain policy constraints on GM,
imposing relatively onerous legal requirements.

In conclusion, each of the three reorganization methods has its advantages and disadvantages.
Business restructuring focuses on the business and strategic aspects of a company and may result in
greater operational efficiency and risk reduction. Financial restructuring focuses on a company's
capital structure and financial health but may bring financial risks. Debt restructuring, on the other
hand, is a solution under financial stress, designed to ensure the long-term survival of the company.
Different companies choose different restructuring strategies according to their specific situations and
needs [11].

6. Conclusion

In this research, three main methods of corporate restructuring are discussed in depth: business
restructuring, financial restructuring, and debt restructuring, and analyzed in combination with
specific cases. The results show that each restructuring method has its unique advantages and coping
strategies, which provide different choices for companies to face different market and economic
challenges.

Business restructuring by redirecting the company's business and strategic direction, can improve
the company's operational efficiency and reduce the associated risks. Financial restructuring focuses
on the capital structure and financial health of the company, and while it may increase certain
financial risks, it can provide the company with greater financial flexibility and soundness under the
right circumstances. Debt restructuring mainly provides solutions for companies facing financial
difficulties and ensures their long-term survival[12-13].

However, there are some shortcomings in this paper. First, although we combined the analysis
with specific cases, the number of selected cases may not fully reflect the actual effects of various
restructuring strategies. Second, this paper does not delve into the potential negative effects of various
restructuring strategies, such as employee layoffs and the reduction of shareholders' equity.

To address these shortcomings, future studies can expand the sample size, select more company
cases for analysis, and study the risks and challenges of various restructuring strategies in greater
depth. In addition, it can be combined with qualitative and quantitative research methods to conduct
a more comprehensive and in-depth discussion.
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In the future, research in this area could focus more on corporate restructuring strategies in
different cultural and economic contexts, as companies in different countries and regions face similar
challenges due to increasing globalization. For the future development of this field, we recommend
that researchers and practitioners pay more attention to human resource management and stakeholder
communication in the restructuring process to ensure that the restructuring is not only in line with the
long-term objectives of the company but also supported and understood by all stakeholders.
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