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2001 4
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CEO
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Compustat
Herfindahl
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sample selection biases
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Burch Nanda 2003
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BITS
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2 Herfindahl H :Hl =g " P? P
i=1
Herfindahl
3 Entropy EI El = é :\ilPi In(1/P)
2.
1 — MV/BV MV = + ’ +
BV =
2 Tohin's q:
Chung Pruitt
1994 Tohin's q
. MV +BD
Tobin's q= 1
BV - CL
BD CL
3 EV
& Mmv 0 MV
EV = Ing - ) = 2
ga . SALE " I, MSALE,
SALE, i I MSALE,
3.
1999 1026 2000—2002
cninfo.com.cn
CSMAR
CSMAR
21
ST 79
926
Chung  Pruitt 1994 1 Tobin'sq R? 0.966
Berger Ofek 1995
1998 10%
“10% " 10%—11% 200 9%—10% 20
2001 6% “ 6%
21 6



1
— Tohin'sq
Herfindahl
2000 2002
Tobin's
q 5% — 2001 2002
10% —
Herfindahl 2000 Herfindahl
10% 5%
1
2000
Tobin's q EV M HI El
MV / BV 0.3541 0.3128 0.1492** 0.1004** 0.0868** | -0.0783** | 0.0568**
Tobin'sq 0.6850 0.5319 0.110** 0.0910** | -0.0913** | 0.0925**
EV 1.0307 0.8388 0.0824** | -0.0973** | 0.0614**
M 2.2661 2.0 -0.7317** | 0.8022**
HI 0.7659 0.8905 -0.9725**
El 0.3318 0.1502
2001
Tohin'sq EV M HI El
MV / BV 0.3778 0.3321 0.1695** 0.1071** 0.0107 -0.0753** | 0.0621**
Tobin'sq 0.7064 0.5770 0.1160** 0.0966** | -0.0972** | 0.0979**
EV 1.0866 0.8795 0.0905** | -0.1144** | 0.0583*
M 2.3850 2.0 -0.7629** | 0.8279**
HI 0.7998 0.9326 -0.9867**
El 0.3560 0.1583
2002
Tohin'sq EV M HI El
MV / BV 0.3327 0.3062 0.1425** 0.0937*= 0.0920** | -0.0761** | 0.0635*
Tobin'sq 0.6540 0.5018 0.1226** 0.0135** | -0.0883** | 0.0901**
EV 1.0633 0.8585 0.0936** | -0.1094** 0.0565*
M 2.2904 2.0 -0.7504** | 0.8307**
Hi 0.7710 0.8827 -0.9612**
El 0.3406 0.1479
MV / BV — EV M HIl  Herfindahl
El * t- 5% 10%
Herfindahl 1 0
Spearman Spearman Rank correlation coefficient



Herfindahl Herfindahl
2—5 1
2 1 3—-5 2 2002
— Tohin’s g 0.3327 0.6540 1.0633
1 2 1 0.3120 0.5915
0.8177 6.22% 956% 23.10% 2 2
0.3917 0.819 1.2639 17.73% 25.23% 18.87%
1
Herfindahl
2
M
1 2 3 4 35
. 2000 0.3317 0.4088 0.4163 0.3559 0.3417
MV/BY 2001 0.3438 0.4205 0.4366 0.3412 0.3458
2002 0.3120 0.3917 0.4152 0.3853 0.3710
2000 0.5800 0.8261 0.7714 0.8125 0.7263
Tohin'sq 2001 0.5673 0.8443 0.7627 0.8083 0.7481
2002 0.5915 0.8190 0.7955 0.7868 0.7639
2000 0.8260 1.2755 1.2480 1.2317 1.2706
BV 2001 0.8504 1.3066 1.2329 1.2240 1.2655
2002 0.8177 1.2639 1.2261 1.2491 1.2588
Herfindahl HI
HI =1 O8£HI <1 | 0BEHI <08 | O4£HI <0.6 HI <04
. 2000 0.3411 0.3802 0.3813 0.4195 0.3690
MV/BY 2001 0.3460 0.3884 0.3748 0.4387 0.3735
2002 0.3328 0.3917 0.3957 0.4222 0.3706
2000 0.5639 0.8044 0.7718 0.7840 0.7800
Tohin'sq 2001 0.5723 0.8113 0.7675 0.8013 0.7737
2002 0.5838 0.7964 0.7568 0.7933 0.7861
2000 0.7451 1.3065 1.2649 1.2374 1.2768
BV 2001 0.7955 1.3393 1.2796 1.2311 1.2580
2002 0.7692 1.3120 1.2514 1.2208 1.2463
El
El =0 O<ElI£In2 | IN2<ElI £In3 | In3<El £In4 | In4<El
B 2000 0.3411 0.3910 0.4262 0.3755 0.3468
MV/BY 2001 0.3460 0.3877 0.4409 0.3679 0.3660
2002 0.3328 0.3752 0.4328 0.3829 0.3504
2000 0.5639 0.7826 0.8184 0.7433 0.8129
Tobin's q 2001 0.5723 0.7804 0.8373 0.7549 0.8233
2002 0.5838 0.7659 0.8260 0.7504 0.8064
2000 0.7451 1.2651 1.2370 1.2118 1.2620
BV 2001 0.7955 1.2709 1.2462 1.2143 1.2695
2002 0.7692 1.2613 1.2411 1.2095 1.2534
s * t- 5%  10%
Tohin'sq 354 Tohin'sq 17.48



B N em s
o8 it A ET B S H

Tobin' s q Fu AN

Tobin' s q FHer findah1 IG5
Tobin' = q WTIEHHE

BY/BY i ARG

BY/BY fiHer findahlis B4

BY/BY FTdkFEad

2.
GLS
Y; =a+b,D(2); +b,D(3); +b;D(4); + b,D(5); +e€;
Y, =a+bHI(2); +b,HI (3); +bsHI(4); +b,HI(5); +e,
Y, =a+bEl(2); +b,EI(3); +bsEl (4); +b,EI(), +e,
Y, j — Tobin'sq j =12,---,948 D(k)
M 3 k D(k) =1 D(k)=0 k=2345 HI(Kk)
Herfindahl 0.8£HI <1 HI(2) =1 HI(2) =0
06£HI <1 HI(3) =1 HI(3)=0 04£ HI <1 HI(4) =1
HI(4)=0 HI 11 HI (5) =1 HI(5)=0 EI(k)
El >In(k- 1) El(k) =1 El(kk=0 k=2345 D(2 b,
2 D(2 D@ b, +b,
3 D(k) k

HI (k) EI(K) K



3 D2 EIQ) 5%

— HI (2) 5%
81 D(k) HI(k) EIk k>3 6
F-
3.
i LNSZE
i INTANG iii DIVID
DIVID =1 DIVID=0 iv LEVER
Y, = b, +b,DIVERITY, +b,LNSZE; +b,INTANG, + b ,DIVID,
6
+b LEVER, +X;
Y, =b,+b,DIVERITY, +b,LNSZE, +b,INTANG, +b,DIVID, ,
+b,LEVER, +m +d, +X;,
Y — Tobin's q DIVERSTY
2 2 DIVERSTY =1 0
DIVERSTY
GLS fixed effect
4 DIVERSTY
Y Tobin'sq EV
0.09—0.135 0.13—0.16 5% Y MVIBV
2001 0.12—0.14 10%

LNSZE LEVER

DIVID
INTANG
robustness test 271
2000-2002 655 — 1
17 Tohin's q 5 29 2 31 outlier
6 7
LNSZE LEVER 0.1647 LNSZE
INTANG DIVERSTY -0.149  0.1369 5% DIVID

LEVER DIVERSTY 0.033 -0.015 6



A~

~

~

~

a b, b, b, b, R?
Y=a+bD(2) +b,D(3 +b,D(@) +b,D(5) +e
oo | 03127 | 00717 0.0104 0.0011 0.0157 oL
(18.9208) | (2.4833) (0.5166) (0.0358) (0.1055)
- ool | 0-344 | 0.0755% 0.0160 ~0.0045% 0.0032 001
VY (20.4313) | (2.5872) (0.4760) | (-2.3952) | (0.0693)
2o0s | 032067 | 0.0703% 0.0224 ~0.0008 0.0233 0oL
(19.6220) | (2.4682) (0.510) (-0.0069) | (0.1691)
2oop | 0-602 | 0.2435% ~0.0990 0.0550 0078 | 018
(15.0094) | (3.4470) | (-1.1225) | (0.6388) | (-0.7228)
robinsq | 2001 | 05T | 02112 20.0782 0.0491 00651 | o 017
(14.3186) | (3.9395) | (-0.9804) | (0.5277) | (-0.5914)
2o0s | 058187 | 0.2660% 20.0914 0.0417 0.0085 001
(14.7262) | (3.5013) | (-1.0355) | (0.4961) (0.1099)
2o0p | 0-8354 | 0.3088% 20.0513 0.0139 0.0091 0.0
(24.3820) | (5.6910) | (-0.8526) | (0.4107) (0.0855)
ool | 0881~ | 0.3142% 20.0419 0.0092 0.0103 0 001
EV (24.9066) | (5.9740) | (-0.6288) | (0.3216) (0.1350)
ro0s | 08144 | 02914 20.0482 0.0186 0.0058 0010
(23.8617) | (5.2411) | (-0.7410) | (0.4733) (0.0744)
Y =a+Db,HI (2) +b,HI (3) + bHI (4) + b, HI (5) +
o0 | 0B 0.0286 ~0.0511 0.0797% 0.0362 © o0o
(20.9027) | (0.7155) | (-1.4825) | (1.6953) (0.9255)
- ool | 0-34607 0.0135 ~0.0639 0.0652 0.0275 0006
By (20.2723) | (0.3667) | (-1.6793) | (1.4231) (0.6555)
ro0s | 03627 0.0322 ~0.0728* 0.0828* 0.0331 0008
(21.4450) | (0.8020) | (-1.7433) | (1.7460) (0.8510)
2o0p | 051297 | 0.1931~ 0.0094 0.0017 0.0652 0 o1
(13.8211) | (1.9825) (0.1360) (0.0945) (0.7182)
Tobinisq | 2001 | 0-57H7 | 0-2013* 0.0276 ~0.0337 0.0437 001t
(14.2403) | (2.0386) 0.2561) | (-0.3770) | (0.5019)
ro0s | 06122 | 02157 0.0071 20.0158 0.0708 0016
(14.8308) | (2.2695) 0.1162) | (-0.1422) | (0.8361)
oo | 0-7922 | 02641+ ~0.0417 0.0114 0002 | o1
(22.8510) | (4.6511) | (-0.4820) | (0.3255) | (-0.0626)
ool | 07818~ | 02709~ 20.0482 0.0074 00008 | 016
EV (22.1408) | (4.9026) | (-0.5391) | (0.2086) | (-0.0075)
200z | 0-80307 | 0.2882% 20.0537 0.0050 0.0013 001
(23.2419) | (5.1033) | (-0.5880) | (0.1434) (0.0318)
Y =a+DbEl(2) +b,EI(3)+bEl (4) +b,EI(5) +e
o0y | 0368~ | 0.0592% 0.0480 ~0.0944 00185 | omg
(1.7240) | (2.1377) (1.4711) | (-1.5361) | (-0.2715)
- ool | 03460 | 0.0416* 0.0532 ~0.0731 0009 | 5 007
By (20.2661) | (1.7240) (1.6270) | (-1.3241) | (-0.0202)
o0z | 0-3812~ | 0.0638~ 0.0596* 20.1082 0028 | oo
(22.4099) | (2.2625) (1.7138) | (-1.6359) | (-0.4023)
2000 | 051697 | 0.1864% 0.0714 ~0.1065 0.0285 0016
(13.3504) | (3.2455) (0.9562) | (-0.9588) | (0.1272)
-, 0.5723% | 0.2081% 0.0568 20.0823 0.0684
Tobinsg | 2001 1 omy | (3.6578) ©.7381) | (-0.6346) | (0.3085) | °-*°
2o0s | 05922~ | 02143~ 0.0746 20.1351 0.0395 001
(14.5788) | (3.8420) 0.9927) | (-1.2609) | (0.2361)
o0 | 08235 | 0.2939% ~0.0488 ~0.0059 0.0108 0010
(23.1066) | (5.3844) | (-0.5123) | (-0.1538) | (0.2411)
200l | 0-8055™ | 0.2860~ 20.0421 20.0028 0.0060 0.0t
EV (22.2607) | (5.0021) | (-0.4630) | (-0.0927) | (0.1351)
o0z | 0-7895™ | 0.2813~ 20.0386 0.0017 0.0008 0010
(21.6418) | (4.8675) | (-0.4328) | (0.0681) (0.0291)
= Newey-Viest = 5% 10%



DIVERSTY LNSZE INTANG DIVID LEVER R?
0.1168*
2000 (1.7732) 0.048
0.1240* -0.1807** -0.1329 0.5618** 0.4935** 0.206
(1-8052) (-13.264) (-0.9655) (4.7033) (7.1225) ’
0.0872
. 2001 (1-3608) 0.043
0.0901 -0.1743** -0.1543 0.6922** 0.6353** 0.238
MV/BV (1.407%2 (-14.159) (-1.0782) (5.8643) (8.9315) ’
0.1366 0.051
2002 (1.8205)
0.1405* -0.1655** -0.1260 0.6042** 0.5711** 0.217
(1.8864) (-12.763) (-0.8033) (5.1307) (8.0655) ’
0.1402** -0.1993** -0.1844 0.7529** 0.6862** 0.533
(2.8530) (-13.540) (-1.3095) (8.6645) (9.8511) ’
0.1044**
2000 (3.6409) 0-024
0.1237** -0.2193** -0.4281 0.5803** 0.5620** 0.115
(3.7520) (-7.0506) (-1.2661) (5.3914) (2.8825) ’
0.1125**
2001 (3.0037) 0.018
- 0.1305** -0.2459** -0.3919 0.5432** 0.6236**
Tobin'sq 0.097
(3.5795) (-7.8827) (-1.0748) (4.9135) (3.3635)
0.0936** 0.022
2002 (3.6068)
0.1188** -0.2608** -0.2877 0.5106** 0.6522** 0.108
(3.6714) (-8.2330) (-0.8642) (4.3295) (3.4920) ’
0.1351** -0.2064** -0.3525 0.6388** 0.6254** 0.375
(4.2801) (-9.5226) (-1.1084) (6.0852) (4.6829) ’
0.1236**
2000 (5.3619) 0-044
0.13715** -0.3014** -0.1825 0.7055** 0.6686** 0.288
(5.5928) (-11.856) (-0.6822) (5.0281) (6.1095) ’
*k
0.11418 0.038
2001 (4.7292)
0.15002** -0.2861** -0.2304 0.6823** 0.6892** 0.250
EV (5.0880) (-11.205) (-0.8533) (4.6799) (6.4172) ’
bz
0.1290 0.034
2002 (4.0537)
0.1483** -0.2763** -0.2049 0.6537** 0.6529** 0.207
(4.8631) (-10.824) (-0.7729) (4.4160) (5.9133) ’
0.1619** -0.3196** -0.1836 0.6493** 0.6370** 0.605
(4.8624) (-13.082) (-0.9355) (5.2844) (7.3400) ’
** Newey-West t- 5%
Tohin's q
0.09—0.16

11



CEO

CEO
Compustat |1SF
Worldscope
Zingale 2000
CEO
/
/
/
CASHFLOW
= +
+ +
+
CAHHIN
= - +
CAHOUT

CSMAR
Logit model

12



2P, 0
|n§1—*7: b, +RX .,
-P. = I
it@
= b, + b,CASHFLOW,, , + b,MANAGER . , 8
+bVALUE, , +b,LNSIZE,

P =Pr(DIVERSTY,, =1|X) t CASHFLOW, , ,
CASHIN ,, CASHOUT,., MANAGER,,
VALUE,  , MV/BV, ., Tobin'sq;., EV,.,
LNSIZE, 5
5 Logit
2001
0.4207** | -0.3924* ~0.3835*
CASHIN (-2.3389) | (-1.8365) | (-1.7960)
~0.3929 ~0.4158~ ~0.4075*
CASHOUT (-1.5480) | (-1.9033) | (-1.8246)
0.2095 0.1266 0.1528 0.1755 0.1609 0.1638
MANAGER | 4 gg57) (0.4052) (0.5211) (0.5842) (0.5364) (0.5410)
0.7517 0.6915
MV /BV (1.0653) (1.1226)
- 1.1251%* 1.0872*
Tabin'sq (2.8620) (2.6573)
0.3909 0.4147%
EV (1.5844) (1.7034)
NSIZE 0.0861 0.0943 0.0657 0.0927 0.1060 0.0874
(0.5828) (0.6084) (0.4042) (0.6855) (0.7391) (0.5260)
pseudo- R2 0.143 0.176 0.134 0.145 0.168 0.160
2002
~0.3728 ~0.4025 ~0.3836
CASHIN (-1.5866) | (-1.7933) | (-1.6054)
~0.3577 ~0.3920* ~0.3711
CASHOUT (-1.5028) | (-1.7601) | (-1.6325)
0.1651 0.1908 0.1722 0.1588 0.1620 0.1593
MANAGER | 4 5350 (0.6952) (0.5833) (0.5071) (0.5264) (0.5115)
0.6290 0.5752
MV /BV (1.1263) (1.0894)
) 1.1074% 1.0830%
Tobin' s (2.6535) (2.5962)
0.4293* 0.5181%
EV (1.8670) (2.0535)
NS ZE 0.0822 0.0905 0.0838 0.0767 0.8088 0.8725
(0.5236) (0.5751) (0.5864) (0.4265) (0.4623) (0.5344)
pseudo- B2 0.121 0.181 0.155 0.118 0.177 0.164
- * t- 5% 10%
MANAGER CSMAR
CSMAR 2000—2001

13



5 CASHIN CASHOUT
1% 0.4%
Tohin’s q
EV 560 10%
LNSZE MANAGER
M M CAHFLOW MANAGER
VALUE LNSZE censored
sample
oLS biased inconsi stent Tobit model
if,+f ,CASHFLOW, , +f VALUE,, 0
M [+f MANAGER, ., +f ,LNSIZE; , +2 o
]
i
f1 £0
6 Tobit
2001
-0.2019 ~0.2719* ~0.2366*
CAHIN (-1.5305) | (-1.9059) | (-1.7128)
-0.2310 -0.2605* -0.2511*
CASHOUT (-1.5628) | (-1.7844) | (-1.7539)
0.0822 0.0914 0.0752 0.0728 0.0814 0.0763
MANAGER | (0_2641) (0.3028) (0.2120) (0.2046) (0.2762) (0.2410)
0.3327 0.2659
MV/BV (0.6929) (0.4860)
- 0.9510%* 0.9224%*
Tobin'sq (2.2833) (2.2208)
0.3765** 0.3806**
EV (3.1517) (3.3274)
| NSIZE 0.0425 0.0513 0.0371 0.0460 0.0395 0.0386
(0.1966) (0.2308) (0.1527) (0.2114) (0.1655) (0.1549)
2002
-0.1862 ~0.2435* ~0.2150
CASHIN (-1.4420) | (-1.7619) | (-1.6302)
-0.2078 -0.2307* -0.2284*
CASHOUT (-1.5560) | (-1.7192) | (-1.6833)
0.0595 0.0608 0.0713 0.0675 0.0588 0.0621
MANAGER | (0.1429) | (0.1485) | (0.2129) | (0.1930) | (0.1364) | (0.1638)
0.2914 0.2855
MV /BV (0.5208) (0.4922)
- 0.9421%* 0.9083**
Tobin'sq (2.3619) (2.1416)
0.2895** 0.3044%*
EV (2.6007) (2.8566)
| NS ZE 0.0929 0.0941 0.0875 0.0601 0.0583 0.0672
(0.3582) (0.3640) (0.3112) (0.2217) (0.2094) (0.2395)4
o * t- 5% 10%

14



6 Tobit Logit
EV
CAHIN CASHOUT 10%

LNSZE MANAGER

Lang Sz 1994

— Tohin's g
0.09—0.16
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China’'s Stock-Market Listed Companies
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Abstract: Diversification and firm value has been one of the most active research
areas in corporate finance in recent years. By testing various empirical implications
of internal capital market theories, this paper investigates diversification and firm value
using data constructed from a sample of China's stock- market listed companies. The
paper finds a statistically significant diversification premium—on average, diversified
firms have higher Tobin's g, market-to-book ratio and excess value measure than firms
that are more focused. After controlling for factors that may affect firm value, such
as size, intangibles, leverage and dividend policy, the paper finds that diversification
premium ranges from 0.12 to 0.27. The paper also finds that high value firms are
more likely to adopt diversification strategy and efficient internal capital markets may
explan divergficaion premium for Chinese firms.

Key Words: Diversfication, Firm value, Diversification premium, Stock-market
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