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Private Equity funds have grown from a tiny part of the financial market in the early 1980s to an important global force today. Morgan Stanley estimated in 2007 that 2,700 Private equity funds represented 25% of global mergers and acquisition activity, 50% of leverage loan volume, 33% of the high yield bond market, and 33% of the initial public offerings market.  

I present in these slides my belief, first argued in my 1989 Harvard Business Review paper entitled The Eclipse of the Public Corporation that Private Equity is best thought of as a new and powerful model of General Management. I also summarize some important characteristics of Private Equity that contribute to value creation, how Private Equity generally implements Strategic Value Accountability (what I have labelled the missing concept in corporate governance) much better than the public corporation, and how Private Equity avoids much of the out-of-integrity gaming and lying that dominates the relations between public firms and capital markets. I close by summarizing some growing problematical trends and practices that threaten the success of this new business model and the future of the Private Equity industry (in particular the threat posed by the proliferation of non-equity based fees charged by Private Equity firms, and the going public of the core management private equity company such as that by Fortress and Blackstone and the raising of permanent public capital to substitute for the non-permanent limited partnership capital such as that by KKR in Europe). 
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