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Employment Protection and the Frequency
of Corporate Reorganization

Hirotsugu IIJIMA and Hiroshi MITAMURA

Abstract:

We consider a model where corporate reorganization at low productivity firms are decided
endogenously. Theoretical analyses of the employment protection show the following: The promotive
effects of the relaxation of employment protection on reorganization is not monotone. Although the
relaxation of the employment protection which depends on corporate reorganization effectively
promotes reorganization of firms, the general relaxation of the employment protection prevents

reorganization.
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