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An Empirical Analysis of the Correlation between
Diversified Development and the Lucre of Enterprises
— Based on the Firms of S&P500
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Abstract

This study according to the geographic regions and the diversity of industrial
operation divided into four parts and examined the influence by the multinational
locations and cross-business for the profit of firms, including that a corporation was
inside or outside U.S. domestic, cross-border for five continents, the total number of
crossed five continents and the form of the industrial management. The financial
indexes which we measured were that the return on assets (ROA), the return on equity
(ROE), the earning per share (EPS) and the risk value (BETA).

We adopted enterprises of S&P500 as our samples, in fact we only according to
476 firms with the information during 2006 and applied the least-squares multiple
regression model to test. The conclusion was that the first, the capital will develop
negatively with diversity. Second, the relationship between we invested only inside
the U.S. and the return on equity was negative. Third, the utility in Oceania and
Africa was better, but Asia was not. Fourth, the return on equity will increase with the
total number of continents we invested. Fifth, industries which were with the single
business, vertical combination or horizontal merger were not better than conglomerate

industries.

Key word: Diversification, Multinational Enterprise (MNE), Cross-Business,
Performance Evaluation, S&P500
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