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Divestment is an important stage of the investment process - it allows private equity funds 

to realise certain rate of return through sale of portfolio company, whereas investors have the 

opportunity to recover their funds, usually with capital gain from these investments. However, due 

to specificity of this type of financing, not all private equity investments are successful - some of 

them need to be liquidated. The investment process itself can take various forms. Taking into 

account that only successful investments are being analysed within the framework of this 

dissertation, methods of divestment have been grouped as follows: (i) initial public offering and 

(ii) other sale of portfolio company (i.e. sale to trade buyers, sale to another private equity firm, 

sale to financial institution, management or owner buy-back). Due to the fact that current research 

and publications attempting to answer the question, what factors influence the choice of divestment 

method in case of private equity funds primarily concern developed private equity markets (in 

particular the US market), there are doubts whether similar factors would also influence the 

divestment methods in Poland. 

The aim of this dissertation is to identify factors that have a significant impact on the 

divestment method in case of private equity funds in Poland and to determine the direction of this 

impact. The analysis would be carried out in two stages - as part of the basic model and the 

extended model. As part of the basic model, 7 factors were taken into account, which were most 

often the subject of previous researches carried out worldwide (i.e. age of portfolio company, value 

of portfolio company's revenues, ratio of long-term liabilities to net assets value, duration of 

investment, cost of capital, concentration in the industry and situation on the capital market). As 

part of the extended model, 8 additional factors were taken into account, which were the subject 

of some previous researches carried out worldwide, or according to the author, based on the general 

economic knowledge, may significantly influence the choice of divestment method (i.e. fund age, 

fund size, number of portfolio companies, number of successful divestments, relation of intangible 

assets to total assets’ value, number of funds investing at the same time in a given company, 

acquired share in the company and economic situation). The thesis of this dissertation stipulates 



that in case of the Polish private equity market, factors characteristic for a given investment have 

a greater impact on the choice of divestment method than market factors. In order to prove the 

thesis, 15 partial hypotheses were verified. They aim to confirm the significance and direction of 

the impact of factors analysed under the basic and extended model on the choice of divestment 

method in Poland. 

In order to verify the thesis and partial hypotheses, 329 successful investments within the 

basic model and 337 successful investments within the extended model were analysed. These 

investments took place in Poland and were divested in 1997-2015. The research method used in 

the study is the binomial logit model. The following tools were used to assess the quality of the 

model: the likelihood ratio test, the Hosmer-Lemeshow test, the Wald test, Cox & Snell R2, 

Nagelkerke R2 and count R2. 

The results of the basic and extended model confirmed that in case of the Polish private 

equity market, factors characteristic for a given investment have a greater impact on the choice of 

divestment method than market factors. In particular, the results of the research confirmed 

significant impact at the level of p  < 0.05 only of factors characteristic for a given investment, i.e. 

value of the company's revenues, duration of the investment and age of portfolio company – as 

part of the basic model and value of acquired share in the company, duration of the investment, 

number of portfolio companies, fund age, value of the company's revenues, number of investing 

funds and number of successful divestments - as part of the extended model. As a consequence, 

the thesis of the study has been positively verified. 

The dissertation consists of four chapters. The first chapter is an introduction to the private 

equity funding. It covers review of various definitions of private equity and similar concepts, as 

well as the characteristics of private equity investments depending on the development phase of 

portfolio company and individual stages of the investment process. At the end, selected private 

equity markets are presented (i.e. in France, United Kingdom, Hungary and Poland) together with 

divestment methods applied on these markets. 

The second chapter focuses on theories and recent studies presented in the literature 

relating to the factors determining the choice of divestment method in case of private equity funds. 

In particular, the following theories have been presented, which may serve to explain the specifics 

of private equity investments: theory of agency and information asymmetry, as well as 

grandstanding stream. Subsequently, the conclusions from global research were presented and 



summarised, the aim of which was to identify factors influencing the choice of divestment method 

in case of private equity funds. 

The third chapter covers empirical analysis of the factors determining the choice of 

divestment method in case of private equity investments in Poland. The first part of this chapter 

describes the research method used in the dissertation along with the justification for its selection. 

Furthermore, research sample is presented as well as independent variables and dependent variable 

are defined. Finally, statistical results of the empirical studies have been described and statistical 

verification of the econometric model is presented. 

The first part of the fourth chapter summarises the influence of independent variables on 

the divestment methods in case of private equity funds in Poland. In addition, the direction of the 

impact of variables identified as statistically significant is presented. As part of this chapter, a 

comparative analysis of the results obtained from the empirical analysis and the results of the 

research of other authors was also presented, taking into account the specificity of the Polish 

private equity market. The last part of the dissertation is the summary, which includes the results 

of the verification of the partial hypothesis and the thesis of the dissertation. 


