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Estimating the Synergy Effect and the Corporate Activity
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Abstract: Business behavior changes as a company grows. One of the behaviors which a company change

as it grows is diversification. While diversification is an advantage for a company, it can also be a

disadvantage. This study analyzes how corporate diversification affects enterprise value, especially the
synergy effect between business units. We plan to analyze in detail in the future.
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Variable name Mean Median Min Max Sample size
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Synergy effect
Value of segment 1 | === | Industry multiplier 1xAsset1
Value of segment 2 | === | Industry multiplier 2x Asset2
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The dependent variable=Synergy effect/Enterprise value

Term=2002 ~ 2016 model
[1]
Number 0.004
[1.595]
Operating margin 0.608%**
[3.017]
Log Asset —0.059%**
[—4.591]
Year Dummy Yes
R-squared 0.056
Sample size 18,150
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