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,QwurGXFwlrQ
7KH UHODWL Q KL DP Q WUDWH LF GHFL L Q

of a �rm, its value, and its performance has
EHHQ H WHQ LYHO WXGLHG 2I WK H WUDWH LF

GHFL L Q E WK GHFL L Q WKDW UHODWHG W

tangible and intangible value of �rms are
H DPLQHG 2Q WKH WDQ LEOH D HFW 0F& QQHOO

DQG 1DQWHOO H DPLQHWKH UHODWL Q KL

EHW HHQ M LQW YHQWXUHI UPDWL Q DQG

DQQ XQFHPHQW GD W FN ULFH %ODFN HOO

Marr and Spivey (1990) explorethe connection
EHW HHQ ODQW FO LQ GHFL L Q DQG WKHPDUNHW

value of �rm. Jarrell, Lehn and Marr(1985)
WXG WKH UHODWL Q KL EHW HHQ UH HDUFK DQG

development (R&D) projectsand stock prices.
0F& QQHOO DQG0X FDUHOOD DQDO H WKH

OLQN EHW HHQ FD LWDO H HQGLWXUH GHFL L Q

and market value of the �rm. On the intangible
D HFW WKH HIIHFW I F U UDWH QDPH FKDQ H

L LQYH WL DWHG E % FK DQG +LU FKH

O .DGD DNNDP DQG 0L UD F Q LGHU

WKH LP DFW I WKH FKDQ H LQ WLFNHU PE O W

W FN ULFH DQG WUDGLQ Y OXPH

,Q DGGLWL Q W WKH H DQDO H WKHUH L D

XE WDQWLDO E G I OLWHUDWXUH Q WKH YDOXDWL Q
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evwuDFw
7KH SDSHU LQYHVWLJDWHVUHDFWLRQ RI WKH VWRFN PDUNHW 1 6 4 DQG 1<6( WR

DQQRXQFHPHQWV RI FRUSRUDWH KHDGTXDUWHUV UHORFDWLRQV LQ WKH -DQXDU XJXVW

SHULRG 7KH UHVXOWV LQGLFDWH WKDWWKH VWRFN PDUNHW KDV QR LQLWLDO UHDFWLRQ WR WKRVH UHORFDWLQJ

decisions as a whole, which contradicts with earlier �ndings. Furthermore, the reaction
GRHV QRW GLIIHU IRU WKH PDQXIDFWXULQJ VHUYLFHV DQG ZKROHVDOH UHWDLO VHFWRUV RI WKH

economy. However, the empirical evidences show that the past �nancial performance of a
corporationin uenced its decision to relocate headquarter

.h ruG headquarter relocation, �nancial performance

3K' ) UHL Q 7UDGH 8QLYHU LW

% ) UHL Q 7UDGH 8QLYHU LW (PDLO HQKK IWX HGX YQ
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effect of a �rm’s decision to relocate its
KHDGTXDUWHU :KDW GL WLQ XL KH WKH GHFL L Q

W UHO FDWH KHDGTXDUWHU IU P WKHU WUDWH LF

GHFL L Q PDGH E D F P DQ L WKH IDFW WKDW

KHDGTXDUWHU UHO FDWL Q F PELQH E WK WDQ LEOH

DQG LQWDQ LEOH GLPHQ L Q I WKDW F P DQ

%HFDX H I WKH F P OH LW I KHDGTXDUWHU

UHO FDWL Q GHFL L Q DQG LW LP OLFDWL Q W D

company’s future performance, managers
have to weigh the costs and bene�ts of this
WUDWH LF GHFL L Q 7KH F W I KHDGTXDUWHU

UHO FDWL Q LQFOXGH WKH P YLQ H HQ H WKH

F W I GL UX WL Q HUDWL Q WKH F W I WKH

O LQ FXUUHQW HP O HH K DUH Q W LOOLQ

W P YH DQG WKH F W I QH HP O HH

training; while the potential bene�ts of
KHDGTXDUWHU UHO FDWL Q LQFOXGH O HU ODE U

F W O HU UHQWDO F W WD UHGXFWL Q DQG

H UD KLF O FDWL Q DGYDQWD H

,Q HQHUDO PDQD HU LOO PDNH WKH GHFL L Q

in order to maximize the shareholders’wealth.
Sometimes, managers are motivated by their
HU QDO LQWHUH W ,Q WKH H LWXDWL Q WKH

GHFL L Q I KHDGTXDUWHU UHO FDWL Q XOG

have a negative impact to the company’s
shareholders. Alli, Ramirez, and Yung(1991);
&KDQ *DX DQG :DQ *K K

Rodriguez, and Sirmans(1995) suggest
WKDW UHO FDWL Q FDQ KDYH D GLUHFW LP DFW Q

KDUHK OGHU HDOWK YHUWKH K UW WHUP 7KH

UHYL X UH HDUFKH KDYH H DPLQHG W FN

market’s reaction to the shareholders’ wealth
across different �rms with different reasons
I U UHO FDWL Q ,Q WK H WXGLH P W DWWHQWL Q

DUH DLG W WKH WDWHG UHD Q I U UHO FDWL Q

LWK XW U YLGLQ P UH FKDUDFWHUL WLF I WKH

�rm undergoing relocation. For example, the
business sector of the relocating �rm, which
L DQ LP UWDQW IDFW U W GHWHUPLQH WKH W FN

market’s reaction to that �rm, is not taken

LQW F Q LGHUDWL Q ,W FDQ EH DU XHG WKDW WKH

investor’s reaction to a�rm’s announcement of
KHDGTXDUWHU UHO FDWL Q LOO YDU LWK UH HFW

to the sector of the economy that the �rm
EHO Q W .Q EHQ DQG 2HUOHPDQ

LQGLFDWH WKDW WKH U HQ LW W UHO FDWH DQG

the relocation coef�cient of different sectors
LQ WKH HF Q P DUH GLIIHUHQW 7KH UHDOL H

WKDW WKH P YLQ EHKDYL U I K OH DOH UHWDLO

and services sectors vary in number of �rms
DQG GL WDQFH W P YH )XUWKHUP UH %U X HU

HW DO FODLP WKDW HFW U L DQ LP UWDQW

GHWHUPLQDQW I KHDGTXDUWHU P YLQ DQG L

QH I WKH P W LP UWDQW LQWHUQDO IDFW U

that affect �rms’ decision to relocate. For
H DP OH HUYLFH HFW U DQG K OH DOH UHWDLO

HFW U DUH ULPDULO PDUNHW ULHQWHG DQG QHHG

U LPLW W FX W PHU LQ KLFK FD H WKH

H UD KLF DGYDQWD H UHD Q XOG OD D

more important role to �rms in the services
and wholesale/retail sectors than to �rms in
PDQXIDFWXULQ HFW U

7KL D HU WXGLH WKH HIIHFW I KHDGTXDUWHU

UHO FDWL Q I D F P DQ W W FNK OGHU

HDOWK DQG DO H O UH WKH LP DFW I

KHDGTXDUWHU UHO FDWL Q W W FN ULFH ,W WKX

attempts to �ll the gap in the exiting literature
on shareholders’ reaction to headquarter
UHO FDWL Q LWK GLIIHUHQW EX LQH HFW U

7KH D HU L U DQL HG D I OO DUW ,,

GHP Q WUDWH WKH H L WLQ OLWHUDWXUH E G DUW

,,, U YLGH GDWD GH FUL WL Q I U WKH DP OH

and subsamples, part IV shows the research
PHWK G O K WKH H DQG UH XOW DQG DUW

V summaries and concludes the paper.

/lwhuDwXuh 5hylh
7KH UHO FDWL Q I F U UDWL Q L LQYH WL DWHG

by many studies. As early as 1973, Semple
H WDEOL KHG D Q WL Q LWK WKH LGHD WKDW WKH

destination of U.S. Corporationwas migrating
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D D IU P WKH 1 UWKHD W DQG 0LG H W W

the South and West. In other words, these
F U UDWL Q WULHG W DY LG WKH KL K F W DUHD

W P YH W WKH O HU F W DQG U LQ DUHD

This notion is veri�ed by Semple et al. (1985),
+ OO D DQG :KHHOHU 7KH O FDWL Q

I F U UDWH KHDGTXDUWHU DUH DO H DPLQHG

by Shilton and Stanley (1999). Using the data
of 5,189 corporate headquarters, they �nd that

HUFHQW I DOO F U UDWH KHDGTXDUWHU DUH

O FDWHG LQ QO F XQWLH DOO YHU 8QLWHG

States.More recently, Diacon andKlier (2003)
E HUYH WKH O FDWL Q WUHQG I KHDGTXDUWHU I

ODU H XEOLF F P DQLH IU P W

7KH GL F YHU WKDW WKH KHDGTXDUWHU F QWLQXH

W EH DWWUDFWHG E ODU H PHWU OLWDQ DUHD

7KH UHODWL Q KL EHW HHQ M LQW

YHQWXUHI UPDWL Q DQG DQQ XQFHPHQW GD

W FN ULFH L H DPLQHG E 0F& QQHOO DQG

1DQWHOO Q LQLWLDO DP OH I M LQW

ventures involving U.S. corporations over
the period beginning January 1972 and
HQGLQ 'HFHPEHU L X HG W F QGXFW

the investigation. Several results are found,
including the signi�cant wealth gains from
M LQW YHQWXUH PDOOHU DUWQHU HDUQ D ODU HU

H FH UDWH I UHWXUQ KLOH WKH G OODU DLQ DUH

P UH HTXDOO GLYLGHG DQG WKH DLQ FDOHG

by resources committed, yield “premiums”
LPLODU W WK H LQ PHU HU 0F& QQHOO DQG

0X FDUHOOD DQDO H WKH OLQN EHW HHQ

FD LWDO H HQGLWXUH GHFL L Q DQG PDUNHW

value of the �rm. Their study examines stock
ULFH F U UDWL Q DU XQG WKH GDWH

Q KLFK WKH XEOLFO DQQ XQFHG WKHLU

IXWXUH FD LWDO H HQGLWXUH ODQ 7KH UH XOW

L WKDW XQDQWLFL DWHG LQFUHD H LQ ODQQHG

FD LWDO H HQGLWXUH KDYH D LWLYH LP DFW

DQGXQDQWLFL DWHG GHFUHD H KDYH D QH DWLYH

impacton the value of the �rm. By a sample of

DQQ XQFHPHQW I ODQWFO LQ D HDULQ

in the Wall Street Journal from 1980 to 1984,
%ODFN HOO DW DO H O UH F QQHFWL Q

EHW HHQ ODQW FO LQ GHFL L Q DQG PDUNHW

value of the �rm. They come up with a result
WKDW WKH W FN PDUNHW KD D QH DWLYH UHDFWL Q

to plant-closing announcements and the �rms
DQQ XQFLQ FO LQ KDYH O HU HDUQLQ WKDQ

WKH PDUNHW U WKH LQGX WU PHGLDQ

&KDQ HW DO HYDOXDWHK WKH

stock’s market respondto business relocation
DQQ XQFHPHQW :LWK UHO FDWL Q

DQQ XQFHPHQW LQFOXGLQ F U UDWH

KHDGTXDUWHU XE LGLDU KHDGTXDUWHU U XQLW

of�ces, or plants relocation, they claim that the
W FN PDUNHW UH Q H L Q W UHODWHG GLUHFWO

W WKH W H I LQYH WPHQW U IDFLOLW + HYHU

WKH UH Q H L UHODWHG W WKH P WLYDWL Q I

UHO FDWL Q DQG WKH IXWXUH U HFW I WKH

F U UDWL Q 7KH UH XOW X H W WKDW WKH

W FN PDUNHW UHIHU WKH H DQQ XQFHPHQW

W IXWXUH U HFW I WKH F U UDWL Q

EHFDX H LW UH QG LWLYHO W UHO FDWL Q

DQQ XQFHPHQW WKDW DUH P WLYDWHG E EX LQH

H DQ L Q U F W DYLQ EXW QH DWLYHO W

DQQ XQFHPHQW WKDW DUH P WLYDWHG E FD DFLW

UHGXFWL Q U IDFLOLWLH F Q OLGDWL Q 0DQQLQ

et al. (1999) look at the factors that in uence
F U UDWH O FDWL Q GHFL L Q DQG H DPLQH

K WKH LP DFW KDUHK OGHU HDOWK :LWK WKH

DP OH I F U UDWH IDFLOLW UHO FDWL Q

WKH DXWK U F QFOXGH WKDW LI WKH UHO FDWL Q

GHFL L Q HUH PDGH LWK XW WKH LQWHQWL Q W

LQFUHD H KDUHK OGHU YDOXH WKHQ WKH DIIHFW LOO

EH QH DWLYH DW QH DWLYH HUFHQW GXULQ

WKH GD HUL G DU XQG WKH DQQ XQFHPHQW

GDWH *UH U HW DO LQYH WL DWHWKH

LP DFW I KHDGTXDUWHU UHO FDWL Q Q HOHFWHG

HUI UPDQFH LQGLFDW U % LQYH WL DWLQ

WKH DP OH WKDW F QWDLQ F U UDWL Q
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KHDGTXDUWHU UHO FDWL Q IU P W

WKH FODLP D OLWWOH HYLGHQFH I LP U YHG

HUDWLQ HUI UPDQFH DIWHU WKH UHO FDWL Q I

F U UDWL Q KHDGTXDUWHU 7KH DO WH W WKH

LP DFW I GL WDQFH UHO FDWHG W HUI UPDQFH

of the corporation and �nd that it has no
signi�cant impact.

OOL HW DO WXG WKH UHDFWL Q I W FN

PDUNHW W WKH DQQ XQFHPHQW I F U UDWH

KHDGTXDUWHU UHO FDWL Q 7KHLU DP OH

consists of 69 NYSE/AMEX �rms and 43
NASDAQ �rms. They �nd that during the two
GD HUL G DU XQG WKH KHDGTXDUWHU UHO FDWL Q

announcement the stock price of the �rm
LQFUHD H E HUFHQW )XUWKHUP UH WKH

GL F YHU WKDW WKH DEQ UPDO UHWXUQ I WKH H

F U UDWL Q DUH LWLYHO UHODWHG W WKH

DYDLODELOLW I ODE U DQG QH DWLYHO F UUHODWHG

W WKH F W I OLYLQ LQ WKH QH O FDWL Q DQG

WKH FKDQ H LQ HP O PHQW OHYHO *K K HW DO

(1995) examine the in uence to stock price
I F U UDWH KHDGTXDUWHU UHO FDWL Q GHFL L Q

KLFK YDU E WKH P WLYDWL Q I P YLQ

7KH D XPH WKDW F U UDWL Q UHO FDWH

EHFDX H I F W P WLYDWHG D HQF P WLYDWHG

LQFUHD H U GHFUHD H DFH QHHG UHD Q

DQG Q WH WKDW PH F P DQLH DQQ XQFH LW

UHO FDWL Q LWK XW DQ UHD Q 8 LQ D DP OH

I KHDGTXDUWHU UHO FDWL Q IU P W

WKH DXWK U LQYH WL DWH WKH UH Q H I

W FN ULFH W GLIIHUHQW DQQ XQFHG UDWL QDOH

I U KHDGTXDUWHU UHO FDWL Q ,Q WKH W GD

HUL G DU XQG WKH UHO FDWL Q DQQ XQFHPHQW

WKHUH L D LWLYH UH Q H LI WKH UHD Q D

DWWULEXWHG W F W P WLYDWL Q DW HUFHQW

QH DWLYH UH QG L I XQG LI WKH UHD Q D

D HQF P WLYDWL Q DW QH DWLYH HUFHQW

U Q UHD Q DW QH DWLYH HUFHQW %XW

the result is statistically insigni�cant for the
K OH DP OH 7KL HP LULFDO HYLGHQFH L

similar to the �ndings ofWoolridge and Snow
K DU XH WKDW WKH DQQ XQFHPHQW

I WUDWH LF LQYH WPHQW GHFL L Q XFKD

F U UDWH KHDGTXDUWHU UHO FDWL Q K XOG Q W

KDYH DQ HIIHFW Q W FN ULFH 0 UH UHFHQWO

Cox and Schultz (2007) examine the initial
stockholderwealth impact of �rmsannouncing
F U UDWH KHDGTXDUWHU UHO FDWL Q 7KH

E HUYH WKH HIIHFW I KHDGTXDUWHU UHO FDWL Q W

W FN PDUNHW ED HG Q WKH GLIIHUHQFH UHD Q

I U F U UDWL Q W UHO FDWH DP OH I

�rms that relocated from December 1994 to
April 2005 is investigated. The authors �nd
WKDW WKH W FN PDUNHW UHDFWL Q L IDY UDEOH

for companies moving their head of�ce,
LQ HQHUDO GGLWL QDOO W FNK OGHU UHDFW

P W LWLYHO W WKH PDQD HULDO LQWHUH W

UHD Q I U XFK D KLIW O LI WKH UHD Q L

F W F Q OLGDWL Q DQG W PH H WHQW HYHQ

KHQ Q UHD Q L LYHQ WKHQ KDUHK OGHU

KDYH D LWLYHO UHDFWL Q W UHO FDWL Q

DQQ XQFHPHQW LWK DQ LQFUHD H LQ W FN

UHWXUQ + HYHU KHQ DFH UHD Q DUH

LYHQ I U KHDGTXDUWHU UHO FDWL Q WKH W FN

UHWXUQ L QH DWLYH

DwD GhvFulSwlrQ
7KH GDWD F YHU WKH HUL G UDQ LQ IU P

January 1990 to August 2008. Using Lexis-
1H L FDGHPLF GDWDED H DQQ XQFHPHQW I

KHDGTXDUWHU UHO FDWL Q DUH F OOHFWHG I U WKH

considering period. For �rms with multiple
DQQ XQFHPHQW WKH HDUOLH W KD EHHQ X HG

/H L 1H L GDWDED H KD DO EHHQ HDUFKHG

I U DQ F QI XQGLQ F U UDWH HYHQW XFK D

�nancial statements, change in management,
stock repurchase etc.)Any �rm that announced
DQ F LQFLGH F U UDWH HYHQW LQ WKH

window has been eliminated.The �rms with
P UH WKDQ GD I PL LQ GDWD I U WKH

HUL G LQYH WL DWLQ DQG Q W OL WHG Q 0(;
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NYSE and NASDAQ have also been removed
IU P WKH DP OH IWHU WKH FUHHQLQ U FH

the �nal sample consists of 94 U.S. publicly
traded �rms. Within the sample, there are
three �rms which relocated their headquarters
W LFH LQ WKH HUL G 7KHUHI UH WKH QXPEHU I

DP OH DQQ XQFHPHQW L

For each �rm, the announcement has
been read carefully to �nd out the reason for
relocation. The reasons have been classi�ed
LQW I XU FDWH ULH F W F Q OLGDWL Q

DFH H DQ L Q H UD KLF DGYDQWD H DQG

managerial interests. Because some �rms
KDYH Q W WDWHG WKHLU UHD Q I U UHO FDWL Q

7Deoh DwD GhvFulSwlrQ

7KH VDPSOH RI QLQHW VHYHQ KHDGTXDUWHU UHORFDWLRQ DQQRXQFHPHQWV LV JDWKHU IURP WKH /H[LV 1H[LV GDWDEDVH

for the sample period from January 1990 to August 2008. Panel A shows the business description of �rms in the
sample. In the service sector, out of forty-one �rms, there are thirty-nine �rms in commercial service subsector and
two �rms in personal service subsector. In the manufacturing sector, out of forty-six �rms, there are three �rms in
mining subsector. In the Wholesale/Retail sector, out of ten �rms, there are four �rms in retail subsector and six
�rms in wholesale subsector. Panel B shows the number of �rms according to the different reasons to move. Panel
& VKRZV WKH LQWHJUDWLRQ RI EXVLQHVV GHVFULSWLRQ DQG UHDVRQV WR PRYH

3DQho %XvlQhvv hvFulSwlrQ rI 5horFDwlrQ )lupv
6hFwru 1Xpehu rI FrpSDQ 3huFhQwDJh
Service

0DQXIDFWXULQ

Wholesale/Retail
2WKHU

7 WDO

3DQho % 5hDvrQv Iru hDGTXDuwhu 5horFDwlrQ
Reason to relocate 1Xpehu rI FrpSDQ 3huFhQwDJh
& W & Q OLGDWL Q

Space expansion
*H UD KLF

0DQD HULDO ,QWHUH W

No Reason
7 WDO

3DQho DwD lQwhJuDwlrQ
& W

& Q OLGDWL Q
Space *H UD KLF

0DQD HULDO

,QWHUH W
No Reason 7 WDO

Service
0DQXIDFWXULQ

Wholesale/Retail
7 WDO
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WKH DUH F Q LGHUHG D D U X WKDW G Q W

H OLFLW WKHLU UHD Q

Further, the �rms have beenclassi�ed into
WKH I OO LQ HFW U PDQXIDFWXULQ HFW U

(with SIC code ranges from 2000 to 3999),
wholesale/retailsector (with SIC code ranges
IU P W DQG HUYLFH HFW U LWK

SIC code ranges from 7000 to 8999).
7DEOH U YLGH PH GH FUL WLYH WDWL WLF

I HDFK FDWH U ,Q KHDGTXDUWHU UHO FDWL Q

announcements, the �rm management does
Q W H OLFLWO WDWH WKH UHD Q I U UHO FDWL Q LQ

FD H KLFK L HUFHQW I WKH DP OH

HUFHQW I WKH DP OH IDOO LQW F W

F Q OLGDWL Q DQG DFH H DQ L Q FDWH ULH

The remaining 30.2 percent are classi�ed in
H UD KLF DGYDQWD H DQG PDQD HULDO LQWHUH W

FDWH ULH )LQDOO WKH DP OH F Q L W I

percent of the �rmsin manufacturing sector,
42.3 percent of the �rms in services sector, and
WKH UHPDLQLQ HUFHQW LQ WKH K OH DOH DQG

UHWDLO HFW U

0HWK G O + WKH H DQG (P LULFDO

Results
7KHPDUNHW UHDFWL Q W UHO FDWH GHFL L Q

LWK GLIIHUHQW UHD Q DQG GLIIHUHQW HFW U

7KH PHWK G O X HG W H DPLQH HFXULW

UHWXUQ L GH FULEHG LQ %U Q DQG :DUQHU

DQG ) U HDFK HFXULW M WKH

PDUNHW P GHO L X HG W FDOFXODWH DQ DEQ UPDO

UHWXUQ I U GD W D I OO

�
MW MW M M PW

5 5 5α β= − −

:KHUH 5
MW
L WKH UDWH I UHWXUQ Q HFXULW

M I U GD W

5
PW
is the rate of return on the CRSP value-

HL KWHG LQGH Q GD W

Coef�cients α
M
and β

M
are OLS estimates

I WKH LQWHUFH W DQG O H UH HFWLYHO I WKH

PDUNHW P GHO UH UH L Q I U WKH HFXULW M

*LYHQ DEQ UPDO UHWXUQ IU P WKH PDUNHW

model approach, the statistical signi�cance of
WKH HYHQW K OGLQ HUL G UHWXUQ L D H HG

for each �rm. The 207-day estimation period
L IU P GD EHI UH W GD EHI UH U W

 W W  WKH /H L 1H L DQQ XQFHPHQW

DW GD W  0 UH I UPDOO I U D DP OH I 1

HFXULWLH WKH DP OH PHDQ DEQ UPDO UHWXUQ

Q DQ LYHQ GD W L

� 1

W MW

M

5 5
1 =

= ∑

7 PHD XUH PDUNHW P GHO DEQ UPDO UHWXUQ

over a speci�c time interval, the sample mean
DEQ UPDO UHWXUQ DUH XPPHG W GHULYH WKH

DP OH PHDQ FXPXODWLYH DEQ UPDO UHWXUQ

� 7

W W

W 7

& 5 5
=

= ∑

:KHUH 7 L WKH EH LQQLQ GDWH DQG 7 L WKH

HQGLQ GDWH I WKH HUL G I GD IU P W  

W W  �

W

W

W

5

5
6 5

6
=

The test statistic for the signi�cance
I 5

W
WDQGDUGL HG DEQ UPDO UHWXUQ L

FDOFXODWHG D

:KHUH
�

W

W

W

5
W

5 5
6

=−

=−

 −
=  
  
∑

∑
−=

−=

=
W

W

W55

There are 92 �rms fall into those three categories. However, there are two companies are mining �rm. I add those companies
W PDQXIDFWXULQ HFW U
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:KHUH W  W W  L WKH GD

H WLPDWL Q HUL G

7KH LQWHUYDO WH W WDWL WLF L D XPHG W EH

D U LPDWHO Q UPDO GL WULEXWL Q DQG FDQ EH

ULWWHQ D �
W

W

& 5

6 5 7 7− +

:KHUH 7 L WKH EH LQQLQ GDWH DQG 7 L WKH

HQGLQ GDWH I WKH HUL G I GD IU P W  

W W  

When a �rm relocates its headquarters,
LW U YLGH UHD Q I U WKH UHO FDWL Q 7KH

reasons are classi�ed into the following
FDWH ULH

&RVW FRQVROLGDWLRQ 7KL FDWH U LQFOXGH

�rms move to a new headquarter in order to
UHGXFH HUDWLQ F W KLFK LQFOXGH ODE U

F W UHQW F W DQG WD H W F Q OLGDWH

operation, or to increase production ef�ciency.
7KL NLQG I DQQ XQFHPHQW HHP W KDYH D

neutral impact on stockholders’ wealth.

6SDFH H[SDQVLRQ 7KL FDWH U LQFOXGH

�rms that relocate to a new headquarter with
WKH LQWHQWL Q I H DQG U GXFWL Q FD DFLW

U H DQG LQW D QH PDUNHW U U GXFW OLQH

Such announcements seem to in uence to
stockholders’ wealth in positive direction, in
HQHUDO

*HRJUDSKLF DGYDQWDJH 7KL FDWH U

F Q L W I DQQ XQFHPHQW WKDW UHO FDWH W EH

FO HU W WKH PDUNHW PDLQ FX W PHU PDWHULDO

UH XUFH U WKHU U GXFWL Q IDFLOLWLH

'H HQGLQ Q W H I Whe relocate �rms, the
HIIHFW I WKH H DQQ XQFHPHQW LOO EH GLIIHUHQW

IU P QHXWUDO W LWLYH

0DQDJHULDO LQWHUHVW 7KL FDWH U

F QWDLQ DQQ XQFHPHQW I ILUP WKDW FKDQ H

KHDGTXDUWHU EHFDX H I WKH PDQD HPHQW

team’s interest. In this category, the reason
FDQ EH DWKHULQ HQL U PDQD HPHQW W

QH FLW LQFUHD H HP O HH F PI UW DQG

HIILFLHQF HWF 7KH H DQQ XQFHPHQW

HHP Q W W KDYH D LWLYH LQIOXHQFH W

stockholders’ wealth.

1R VWDWHG UHDVRQ 7KL FDWH U LQFOXGH

�rms that do not cite reasons for relocation.
1HYHUWKHOH WKH UHD Q FDQ EH WKH XUFKD H

I D QH U HUW WKH DOH I H L WLQ

KHDGTXDUWHU WKH HQG I FXUUHQW WHUP HWF

7KH H DQQ XQFHPHQW D HDU Q W W KDYH D

positive impact to stockholders’ wealth.

+HQFH WKHPDUNHW LOO UHYLH WKH UHO FDWL Q

XQGHU HYHUDO FLUFXP WDQFH DQG WHQG W UHDFW

GLIIHUHQWO W GLIIHUHQW UHD Q 7KH I OO LQ

K WKH H DUH GHYHO HG

SrwKhvlv : if the reason for a �rm
W UHO FDWH LW KHDGTXDUWHU L HLWKHU F W

F Q OLGDWH U DFH H DQ L Q U H UD KLF

DGYDQWD H WKHUH L D LWLYH HIIHFW Q

W FNK OGHU HDOWK

SrwKhvlv : if the reason for a �rm to
UHO FDWH LW KHDGTXDUWHU L HLWKHU PDQD HULDO

LQWHUH W U Q UHD Q WKHUH L D QH DWLYH HIIHFW

Q W FNK OGHU HDOWK

7DEOH K WKH FXPXODWLYH DEQ UPDO

return for the periods (-1, +1), CAR(-1, 1), and
(0, +1), CAR(0, 1), for the full sample and for
GLIIHUHQW XEsamples de�ned by the reason to
P YH

Table 2 indicates that only 80 sampled announcements include in the event study. This is because of EVENTUS drops 17
DQQ XQFHPHQW IU P LQLWLDO DP OH
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%D HG Q WKH WDEOH DOO WKH FXPXODWLYH

DEQ UPDO UHWXUQ DUH LWLYH H FH W I U WKH

DFH H DQ L Q XE DP OH I U E WK W GD

DQG WKUHH GD HUL G 7KH PDQD HULDO LQWHUH W

subsample seems to have the biggest CAR in
W GD DQG WKUHH GD HUL G LWK WKH UHWXUQ

I HUFHQW DQG HUFHQW UH HFWLYHO

:LWK WKH DFH H DQ L Q XE DP OH WKH

UHWXUQ DUH QH DWLYH I U W GD DQG WKUHH

GD HUL G HUFHQW DQG HUFHQW

UH HFWLYHO + HYHU LQFHWKH HYHQW

study results are not statistically signi�cant,
WKHUH L Q W HQ X K HYLGHQFH W X UW WKH

K WKH L +HQFH Q OLQN FDQ EH H WDEOL KHG

EHW HHQ WKH HYHQW I KHDGTXDUWHU UHO FDWL Q

and shareholders’ wealth.

:LWK GLIIHUHQW HFW U I WKH HF Q P WKH

UHO FDWL Q GHFL L Q DLP W DFKLHYH GLIIHUHQW

XU H 7KHUHI UH GL LPLODU UH XOW DUH

expected with the relocate decision of �rms in
GLIIHUHQW EX LQH HFW U

SrwKhvlv LI WKH UHD Q W UHO FDWH D

�rm’s headquarters is either cost/consolidate
U DFH H DQ L Q WKH HIIHFW W W FNK OGHU

wealth will be greater for manufacturing �rms
in comparison with the effect on other �rms.

SrwKhvlv LI WKH UHD Q W UHO FDWH D

�rm’s headquarters is geographic advantage,
WKH HIIHFW Q W FNK OGHU HDOWK LOO EH

greater for wholesale/retail and service �rms
in comparison with the effect on other �rms.

7Deoh XpXoDwlyh DeQrupDo uhwXuQ Iru GlIIhuhQw ShulrGv

3DQho 6XppDu rI wKh 7 r D QQrXQFhphQw 3hulrG eQrupDo 5hwXuQv
(CAR(0,1)) for the full sample and for the subsamples de�ned by management’s stated
prwlyh Iru wKh uhorFDwlrQ lQ wKh -DQXDu XJXvw ShulrG

CAR(0,1) Z-Statistic 3HUFHQW 3 LWLYH 1XPEHU I

2E HUYDWL Q

Full Sample
& W & Q OLGDWL Q

Space Expansion
*H UD KLFDO GYDQWD H

0DQD HULDO ,QWHUH W

No Stated
3DQho % 6XppDu rI wKh 7Kuhh D QQrXQFhphQw 3hulrG eQrupDo 5hwXuQv 5
for the full sample and for the subsamples de�ned by management’s stated motive for the

uhorFDwlrQ lQ wKh -DQXDu XJXvw ShulrG
CAR(-1,1) Z-Statistic 3HUFHQW 3 LWLYH 1XPEHU I

2E HUYDWL Q

Full Sample
& W & Q OLGDWL Q

Space Expansion
*H UD KLFDO GYDQWD H

0DQD HULDO ,QWHUH W

No Stated
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7KH YDOXH I ) WDWL WLF X HG W F P DUH

WKH YDULDQFH DUH DQG I U K WKH L

DQG K WKH L UH HFWLYHO 7KX WKH

YDOXH I U WKH W WDLOHG ) WH W I K WKH L

DQG K WKH L DUH DQG

UH HFWLYHO :LWK WK H KL K YDOXH I YDOXH

H F QFOXGH WKDW σ = σ DQG X H WKH HTXDO

YDULDQFH U FHGXUH W F P DUH PHDQ :LWK

K WKH L WKH E HUYHG YDOXH I WKH WH W

WDWL WLF L %HFDX H WKL L DQ X HU WDLOHG

WH W WKX WKH YDOXH L 7KL YDOXH

LQGLFDWH WKDW H FDQQ W UHMHFW + . Similarly,
WKH E HUYHG YDOXH I WKH 7 WH W WDWL WLF L

DQG WKH YDOXH L I U K WKH L

7KH H UH XOW LQGLFDWH WKDW WKHUH L Q W HQ X K

HYLGHQFH W X UW WKH UH HDUFK WKH L

7Kh uhoDwlrQvKlS DprQJ FXpXoDwlyh
DeQrupDo uhwXuQ eXvlQhvv GhvFulSwlrQ DQG
uhDvrQ wr pryh

7 IXUWKHU DQDO H KHWKHU WKH UHDFWL Q

of the stock market to a �rm’s headquarter
UHO FDWL Q DQQ XQFHPHQW L UHODWHG W WKH

sector of the �rm (manufacturing, services,
DQG K OH DOH UHWDLO U WKH WDWHG P WLYDWL Q

I U WKH UHO FDWL Q F W F Q OLGDWL Q

DFH H DQ L Q H UD KLFDO DGYDQWD H

PDQD HPHQW LQWHUH W DQG Q WDWHG UHD Q

WKUHH UH UH L Q DQDO H DUH HUI UPHG

These regressions use the two-day CARs (the
HUL G I D WKH GH HQGHQW YDULDEOH

and the sector of the relocate �rm and/or
WKH WDWHG P WLYDWL Q I U WKH UHO FDWL Q D

WKH LQGH HQGHQW YDULDEOH 7 F P DUH WKH

�nancial performanceof the�rms, the earnings
EHI UH LQWHUH W DQG WD H (%,7 DUH IDFW UHG

LQ DOO FU HFWL QDO UH UH L Q P GHO 7KH

dummyvariableforEBITofa�rmtakesa value

of 1 if that �rm has a positive EBIT, and takes
a value of 0 if that �rm has a negative EBIT.
7KH UH UH L Q UH XOW DUH UH UWHG LQWDEOH

The �rst regression uses the dummy variable
I U (%,7 DQG WKHW GXPP YDULDEOH I U

WKH W HFW U I WKH HF Q P 7KH GXPP

YDULDEOH WDNH D YDOXH I QH LI WKH HFW U I

WKH HF Q P L HUYLFH U K OH DOH UHWDLO

PDQXIDFWXULQ HUYH D D ED H 1 WDWL WLFDO

signi�cance is found in this regression
P GHO ,Q WKH HF QG UH UH L Q I XU GXPP

YDULDEOH I U WKH I XU WDWHG UHD Q W P YH

DUH X HG 7KH GXPP YDULDEOH WDNH D YDOXH I

QH LI WKH WDWHG UHD Q L F W F Q OLGDWL Q

DFH H DQ L Q H UD KLF DGYDQWD H U

PDQD HPHQW LQWHUH W Q WDWHG UHD Q HUYH

D D ED H 7KH PDQD HULDO LQWHUH W GXPP

variable is signi�cant at 10 percentage level,
LQGLFDWLQ WKDW WKH GLIIHUHQFH LQ WKH UHD Q

W UHO FDWH KD D OL KW HIIHFW Q WKH UHDFWL Q

I WKH PDUNHW W D UHO FDWL Q DQQ XQFHPHQW

But it should be noted that the adjusted R
I U WKH UH UH L Q L QO HUFHQW /D W

LQ WKH WKLUG UH UH L Q P GHO WKH GXPP

YDULDEOH Q WKH W HFW U D HOO D WKH I XU

P WLYDWL Q DUH UH UH HG 2QO WKH GXPP

variable with managerial interest is signi�cant
DW HUFHQWD HOHYHO 7KL L F Q L WHQW LWK

the �ndings in the second regression model.

,Q WKH WDEOH H FDQ UHDOL H WKDW WKH L Q I

regression coef�cients are consistent together.
For example, the regression coef�cients for
HUYLFH K OH DOH UHWDLO F W F Q OLGDWL Q

DQG DFH H DQ L Q XE DP OH F Q L WHQWO

have a negative value. While the coef�cients
I U H UD KLF DGYDQWD H DQG PDQD HPHQW

LQWHUH W KDYH D LWLYH YDOXH 0 UH YHU LQ DOO

Of 97 announcements in the initial sample, COMPUSTAT does not have information for 11 cases. Therefore, only 86 an
Q XQFHPHQW DUH F Q LGHUHG
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regression models, the regression coef�cients
I U (%,7 DUH LWLYH DW DQG

0.198 for �rst model, second model, and third
P GHO UH HFWLYHO + HYHU WKH UH XOW DUH

statistically insigni�cant.

3. Financial performance of �rms
DQQrXQFlQJ uhorFDwlrQ GhFlvlrQv

Brickley and Van Drunen (1990) �nd
that �rms undertaking internal corporate
restructurings to improve ef�ciency or to
cut costs have signi�cantly lower returns on
common equity (ROEs) than comparable
�rms during the �ve-year period surrounding
W HDU EHI UH W W HDU DIWHU WKH

HYHQW %ODFN HOO HW DO DO UH UW

similar evidence for �rms announcing plant
FO LQ GHFL L Q OOL HW DO K HYHU

report that relocating �rms have a statistically
insigni�cant lower average ROE than non-
relocating �rms in the same industry during the

WKUHH HDU HUL G XUU XQGLQ WKH UHO FDWL Q

DQQ XQFHPHQW ,Q DGGLWL Q &KDQ HW DO

fail to detect any signi�cant difference in the
median industry-adjusted ROEs between the
HDU I WKH DQQ XQFHPHQW DQG HOHFWHG HDU

EHI UH U DIWHU WKH DQQ XQFHPHQW )LQDQFLDO

performance of the sampled �rms covering the
HUL G I W HDU UL U W WKH KHDGTXDUWHU

relocation announcement is analyzed to �nd
out whether poor �nancial performance
OHDG W WKH UHO FDWL Q GHFL L Q 8 LQ

COMPUSTAT database, various �nancial
LQGLFDW U DUH F OOHFWHG LQFOXGLQ W WDO D HW

W WDO F PP Q UGLQDU HTXLW W WDO OLDELOLWLH

FD K DQG FD K HTXLYDOHQW DQG QHW LQF PH

(loss) of the sample. To compute the ROE,
QHW LQF PH O L GLYLGHG E W WDO F PP Q

UGLQDO HTXLW 7 H DPLQH WKH OHYHO I UL N

the debt-equity ratio of �rms is also calculated
E GLYLGLQ W WDO F PP Q UGLQDO HTXLW E

7Deoh

urvvh 6hFwlrQDo 5hJuhvvlrQv rI wKh7 r D QQrXQFhphQw 3hulrG eQrupDo 5hwXuQ rQ wKh 6hFwrurI wKh 5horFDwlQJ )lupv
DQG rQ 6wDwhG 5hDvrQ Iru wKh 5horFDwlrQ 8vlQJ wKh )Xoo 6DpSoh rI hDGTXDuwhu 5horFDwlrQ QQrXQFhphQwv lQ wKh -DQXDu

XJXvw 3hulrG 7 6wDwlvwlFv Duh lQ 3DuhQwKhvhv
Regression

0 GHO

(%,7 Services :K OH DOH

Retail

& W

& Q OLGDWH

Space

( DQ L Q

*H UD KLFDO

GYDQWD H

0DQD HPHQW

,QWHUH W

,QWHUFH W GMX WHG

R

F-Statistic Size

Regression 1

Regression 2

Regression 3

The types of business sector are obtained from the LexisNexis and SEC website. The stated motivations are obtained from LexisNexis. All the
LQGH HQGHQW YDULDEOH LQ WKH UH UH L Q DUH GXPP YDULDEOH WKDW WDNH D YDOXH I QH LI WKH HFW U L HUYLFH U K OH DOH UHWDLO HFW U U LI WKH WDWHG

reason falls into the “cost/consolidation,” “space expansion,” “geographical advantage,” or “management interest” category. Regression 1 uses only the
sector dummies as independent variables with the manufacturing sector as the base. Regression 2 uses only the stated reason dummies as independent
variables with “no stated reason” as the base. Regression 3 uses both the sector dummies and the stated reason dummies as independent variables.All
WKH UH UH L Q LQFOXGH GXPP YDULDEOH I (DUQLQ %HI UH 7D H DQG ,QWHUH W (%,7 KLFK L GHQ WH LI (%,7 L LWLYH DQG LI (%,7 L QH DWLYH

***, **, and * denote statistical signi�cant at the 1 percent, 5 percent, and 10 percent levels, respectively, in two tailed tests

Because the covering period is from January 1990 to August 2008, there is a lack of post relocation �nancial performance.
Therefore only �nancial performance in the prior two year is investigated.
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total liabilities. The liquidity of the �rms is
FDOFXODWHG E GLYLGLQ W WDO D HW E FD K DQG

FD K HTXLYDOHQW 7 DGMX W I U HFW U HIIHFW

sector-adjusted ROEs, sector-adjusted D/E
ratios, and sector-adjusted liquidity of �rms
DUH F P XWHG E XEWUDFWLQ WKH HFW U PHGLDQ

ROE, sector median D/E ratio, and sector
PHGLDQ OLTXLGLW IU P WKH UH HFWLYH UDWL I U

the sampled �rms.The sector median �nancial
ratios are the median �nancial ratios of all the
�rms in COMPUSTAT with the similar SIC
code in the same year as the announcing �rm
Table 4reports the �nancial ratios (ROE,
' ( DQG /LTXLGLW I WKH IXOO DP OH DQG

subsamples de�ned by different sectors
W WKH IXOO DP OH OHYHO WKH HFW U

adjusted ROE and sector-adjusted D/E show
no statistical signi�cance. However, the result
I U HFW U DGMX WHG OLTXLGLW KD QH DWLYH

values at statistical signi�cant level of one
HUFHQW I U E WK QH DQG W HDU UL U W WKH

UHO FDWL Q 7KL LQGLFDWH WKDW LQ W HDU

before the relocation, the sampled �rmsexhibit
statistically signi�cant lower liquidity in
F P DUL Q W WKH K OH HFW U OLTXLGLW

:KHQ IXOO DP OH L DUWLWL QHG E

HFW U DQ LQWHUH WLQ DWWHUQ HPHU H

Manufacturing �rms consistently have worse
�nancial performancerelatively to a group
of comparable �rms in the year prior to
relocation. The ROE for the manufacturing
�rms is 0.091 lower than the ROE of the
K OH HFW U DW WKH QH HUFHQWOHYHO I

statistical signi�cance. The liquidity for those
�rms is also 0.018 lower than the liquidity for
WKH K OH HFW U DW WKH QH HUFHQWOHYHO I

statistical signi�cance. The D/E ratio of the
�rms in this sector is 0.219 higher than D/E
UDWL I U WKH K OH HFW U DW WHQ HUFHQWOHYHO I

statistical signi�cance. Given this �ndings, it
can be concluded that a relocating �rm in the
PDQXIDFWXULQ HFW U K XOG H HULHQFH D OH

favorable �nancial situation in comparison to
WKH K OH PDQXIDFWXULQ HFW U

Brickley and Van Drunen (1990) and Blackwell et al (1990) use a similar technique to examine earnings performance around
LQWHUQDO F U UDWH UH WUXFWXULQ DQG ODQW FO LQ DQQ XQFHPHQW

Of 97 announcements in the initial sample, COMPUSTAT doesn’t have information for 11 cases. Therefore, only 86 an
Q XQFHPHQW DUH F Q LGHUHG

7Deoh

Sector-Adjusted Median Rate of Return on Common Equity (ROE), Sector-Adjusted Median Debt over
Equity Ratio (D/E) and Sector-Adjusted Median Liquidity for Two Year before a Headquarter Relocation
Announcement for the Full Sample and Different Sectors (Services, Manufacturing, and Wholesale/Retail) in
the January 1990 – August 2008 Period

Sector-Adjusted ROE Sector-Adjusted D/E Sector-Adjusted Liquidity
HDU 0HGLDQD Size 0HGLDQE Size 0HGLDQF Size

Full Sample

Category by Sector
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This paper examines the stock market’s

UHDFWL Q W UHO FDWL Q KHDGTXDUWHU

DQQ XQFHPHQW 8QOLNH UHYL X WXGLH Q

statistically signi�cant reaction by the stock
PDUNHW W DQQ XQFHPHQW I KHDGTXDUWHU

UHO FDWL Q L I XQG GGLWL QDOO Q

statistically signi�cant evidence has been
U YLGHG Q WKH K WKH L HG UHODWL Q KL

between shareholders’ wealth and the sector

of the economy that the relocated �rms belong
W )XUWKHU DQDO L K HYHU UHYHDO WKDW WKH

past �nancial performance plays an important
U OH LQ WKH GHFL L Q W UHO FDWH 7KH UHO FDWL Q

�rms tend to have a signi�cantlyworse
�nancial indicators in comparison with the
�rms in the same sector of the economy in two
HDU UL U W UHO FDWL Q 7KHUHI UH WKH U H

�nancial performance a �rm has been, the
higher the likelihood that the �rm will move
LW KHDGTXDUWHU LQ WKH IXWXUH

Speci�cally, a �rm will change the location
I LW KHDGTXDUWHU KHQ LW W FN KD D O

liquidity level. This result suggests that �rms
PL KW O N I UDQLP U YHPHQW LQ WKHLU OLTXLGLW

OHYHO E FKDQ LQ WKH KHDGTXDUWHU W D QH

O FDWL Q 0 UH YHU LQ WKH PDQXIDFWXULQ

sector, relocation �rms have a lower ROE and
KL KHU ' ( UDWL F P DUHG W WKDW I WKHU

�rms in the same sector. Low rate of return
Q WKH QHU KL LQWHUH W DQG KL K OHYHO I

OHYHUD H PL KW EH LP UWDQW IDFW U DIIHFWLQ

WKH GHFL L Q W UHO FDWH I PDQXIDFWXULQ

�rms, especially when these �rms can reduce
HUDWLQ F W U W LQFUHD H U GXFWL Q

ef�ciency by moving their headquarters.q
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