

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Is There a Hold-Up Benefit in Heterogeneous Multiple Bank Financing?

	
    
        
            
            







    
    










    
    
    
    











			
                    Journal of Institutional and Theoretical Economics, Forthcoming
 
        

    
	

	
	
		
		
			42 Pages
		
		

		Posted: 13 Sep 2007
		
			Last revised: 3 Mar 2010
		
		
	

	
		
			
			




	See all articles by Christina E. BannierChristina E. Bannier
Justus-Liebig-University Giessen


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: March 2, 2009

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		This paper studies the effects that heterogeneous multiple bank financing has on a firm's risk- and information-policy, particularly with respect to credit renegotiation efficiency. We find that a significant, yet limited, degree of relationship lending enables firms with high asset specificity to credibly signal their desire to abstain from strategic default. This allows the firm's policy to eliminate the risk of inefficient liquidation even in the case of bleak cash-flow expectations. This "hold-up benefit" comes at a cost, though: firms with low asset specificity cannot always eliminate the risk of coordination failure by their banks. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Relationship banking, hold-up cost, asymmetric information, strategic default, liquidity crisis, global games

	
	

	
    

    
	

	
	
		JEL Classification: D82, G21, L14, M41

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Bannier,  Christina E., Is There a Hold-Up Benefit in Heterogeneous Multiple Bank Financing? (March 2, 2009). Journal of Institutional and Theoretical Economics, Forthcoming,  Available at SSRN: https://ssrn.com/abstract=1014308 or http://dx.doi.org/10.2139/ssrn.1014308 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Christina E. Bannier (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Justus-Liebig-University Giessen  ( email )

			

			
			
				
				
				
					Licher Str. 62
GieÃŸen, 35394
Germany
+49 641 99 22551 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      145

			

		
		
		
			Abstract Views

			    1,143

		

		
		 
		
			Rank

			  364,611

		

		
	


	
		
            
            	        4 Citations
		

	

	
		
			
				       53 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Financial Accounting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Financial Accounting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,566

                                    

                                    
                                        PAPERS

                                           18,573

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Ross L. Watts at Massachusetts Institute of Technology (MIT) - Sloan School of Management

                                    

                                
                            

                        

                    

                
	
                    Corporate Finance: Capital Structure & Payout Policies eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Finance: Capital Structure & Payout Policies eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,644

                                    

                                    
                                        PAPERS

                                           15,035

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    IO: Empirical Studies of Firms & Markets eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Empirical Studies of Firms & Markets eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,175

                                    

                                    
                                        PAPERS

                                           14,581

                                    

                                

                                
                            

                        

                    

                
	
                    IO: Firm Structure, Purpose, Organization & Contracting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Firm Structure, Purpose, Organization & Contracting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,073

                                    

                                    
                                        PAPERS

                                           12,799

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Relationship Lending and Lines of Credit in Small Firm Finance

                        
                            By
                                
                                
                                    
                                    Allen N. Berger
                                     and 
                                
                                    
                                    Gregory F. Udell
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Lines of Credit and Relationship Lending in Small Firm Finance

                        
                            By
                                
                                
                                    
                                    Allen N. Berger
                                     and 
                                
                                    
                                    Gregory F. Udell
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Information Production and Capital Allocation: Decentralized vs. Hierarchical Firms

                        
                            By
                                
                                
                                    
                                    Jeremy C. Stein
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Information Production and Capital Allocation: Decentralized vs. Hierarchical Firms

                            
                                By
                                    
                                    
                                        
                                        Jeremy C. Stein
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Distance Still Matter? The Information Revolution in Small Business Lending

                            
                                By
                                    
                                    
                                        
                                        Mitchell A. Petersen
                                         and 
                                    
                                        
                                        Raghuram G. Rajan
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Distance Still Matter? The Information Revolution in Small Business Lending

                            
                                By
                                    
                                    
                                        
                                        Mitchell A. Petersen
                                         and 
                                    
                                        
                                        Raghuram G. Rajan
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Consolidation of the Financial Services Industry: Causes, Consequences, and Implications for the Future

                            
                                By
                                    
                                    
                                        
                                        Allen N. Berger, 
                                        
                                    
                                        
                                        Philip E. Strahan, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Function Follow Organizational Form? Evidence from the Lending Practices of Large and Small Banks

                            
                                By
                                    
                                    
                                        
                                        Allen N. Berger, 
                                        
                                    
                                        
                                        Nathan Miller, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Does Function Follow Organizational Form? Evidence from the Lending Practices of Large and Small Banks

                            
                                By
                                    
                                    
                                        
                                        Allen N. Berger, 
                                        
                                    
                                        
                                        Nathan Miller, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Economics of Small Business Finance: The Roles of Private Equity and Debt Markets in the Financial Growth Cycle

                            
                                By
                                    
                                    
                                        
                                        Allen N. Berger
                                         and 
                                    
                                        
                                        Gregory F. Udell
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.089 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
