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Abstract

As China's economy is growing, deepening reform and opening up, more and more
companies use diversification strategy to expand, using industry diversification and
international acquisitions and other means to integrate resources, expanding market.
However, many recent failures show diversified company faces enormous risks, thus
reasearch the relationship between diversification strategy and risk is worth further
exploration of current issues. From the perspective of the risk of enterprises, this paper
researches the Mechanism and the degree of the influence of industry diversification
and international diversification on corporate total risk, systematic risk and
unsystematic risk, committing to theoretical arguments and empirical test to develop
recommendations and revelations for corporate risk management and investor decision-
making.

Based on previous research, this paper carries out the following expansion: Firstly,
the use of cross-industry diversification, diversification of the type of international
division of the company to study the effects of risk diversification; Secondly, based on
our company's domestic and outbound M&A to extending the measure of company
diversification; Third, from the total risk, systematic risk, specific risk dimensions to
fully explore the relation between company's risk and diversification, in which the
relationship research between specific risk and diversification is still insufficient in
domestic; Fourth, give full consideration to the dynamic nature of the risk, using a
plurality of time windows to measure the risk of the company, applying non-parametric,
parametric methods to test the significant changes in risk.

Based on the company's 1417 acquisition of the event, to measure the
diversification from the acquisition cross-sectoral, cross-border perspective, by
constructing a single-factor analysis of variance model and logit regression models to
study the influence of industry diversification and international diversification on the
company’s specific risk, systemic risk, total risk, and the following conclusions:

industry diversification, international diversification can influence the company's risk
111



significantly; where cross-industry diversification can significantly reduce the specific
risk to the company, international diversification can significantly reduce the systematic
risk to the company. Meanwhile, the higher corporate risk before diversification, then

the risk is likely to decline after the diversification.
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