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		Abstract

		This paper examines the effect of geographic and industrial diversification on firm value for a sample of over 20,000 firm-year observations of U.S. corporations from 1987-1993.  Our" multivariate tests indicate the average value of a firm with international operations is 2.2% higher than comparable domestic single activity firms, while the average value of a firm with activities in multiple industrial segments is 5.4% lower than a portfolio of comparable focused domestic firms in similar activities.  More importantly, we demonstrate that failure to control simultaneously for both dimensions of diversification results in over-estimation of the negative value impact of industrial diversification, but has little impact on estimates of the positive value impact of geographic diversification. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Bodnar,  Gordon M. and Tang,  Charles Ya B. and Weintrop,  Joseph, Both Sides of Corporate Diversification: The Value Impacts of Geographic and Industrial Diversification (October 1997). NBER Working Paper No. w6224,  Available at SSRN: https://ssrn.com/abstract=225982
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Gordon M. Bodnar (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Johns Hopkins University - Paul H. Nitze School of Advanced International Studies (SAIS)  ( email )

			

			
			
				
				
				
					1740 Massachusetts Avenue, NW
Washington, DC  20036
United States
202-663-7731 (Phone)
202-663-7718 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Charles Ya B. Tang

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Pace University - Lubin School of Business]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Pace University - Lubin School of Business  ( email )

			

			
			
				
				
				
					1 Pace Plaza
New York, NY  10038-1502
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Joseph  Weintrop

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: City University of New York - Baruch College - Stan Ross Department of Accountancy]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				City University of New York - Baruch College - Stan Ross Department of Accountancy  ( email )

			

			
			
				
				
				
					One Bernard Baruch Way, Box B12-225
New York, NY  10010
United States
212-802-6443 (Phone)
212-802-6423 (Fax)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [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

				      193

			

		
		
		
			Abstract Views

			    2,625

		

		
		 
		
			Rank

			   23,360

		

		
	


	

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    NBER Working Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                NBER Working Paper Series

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

                                
                                    
                                        FOLLOWERS

                                           12,244

                                    

                                    
                                        PAPERS

                                           32,680

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Tobin's Q, Corporate Diversification and Firm Performance

                        
                            By
                                
                                
                                    
                                    Larry H.p. Lang
                                     and 
                                
                                    
                                    RenÃ© M. Stulz
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Cost of Diversity: The Diversification Discount and Inefficient Investment

                        
                            By
                                
                                
                                    
                                    Raghuram G. Rajan, 
                                    
                                
                                    
                                    Henri Servaes, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Cost of Diversity: The Diversification Discount and Inefficient Investment

                        
                            By
                                
                                
                                    
                                    Raghuram G. Rajan, 
                                    
                                
                                    
                                    Henri Servaes, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Cash Flow and Investment: Evidence from Internal Capital Markets

                            
                                By
                                    
                                    
                                        
                                        Owen A. Lamont
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Dark Side of Internal Capital Markets: Divisional Rent-Seeking and Inefficient Investment

                            
                                By
                                    
                                    
                                        
                                        David S. Scharfstein
                                         and 
                                    
                                        
                                        Jeremy C. Stein
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Internal Capital Markets and the Competition for Corporate Resources

                            
                                By
                                    
                                    
                                        
                                        Jeremy C. Stein
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Explaining the Diversification Discount

                            
                                By
                                    
                                    
                                        
                                        JosÃ© Manuel Campa
                                         and 
                                    
                                        
                                        Simi Kedia
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Explaining the Diversification Discount

                            
                                By
                                    
                                    
                                        
                                        JosÃ© Manuel Campa
                                         and 
                                    
                                        
                                        Simi Kedia
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Agency, Information and Corporate Investment

                            
                                By
                                    
                                    
                                        
                                        Jeremy C. Stein
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Agency, Information and Corporate Investment

                            
                                By
                                    
                                    
                                        
                                        Jeremy C. Stein
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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-l100 in   0.094 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

