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���,QwurGXFwlrQ�
7KH� UHODWLRQVKLSDPRQJ�VWUDWHJLF�GHFLVLRQV�

of� a�¿rm,� its�value,� and� its�performance� has�
EHHQ� H[WHQVLYHO\� VWXGLHG�� 2I� WKRVH� VWUDWHJLF�

GHFLVLRQV�� ERWK� GHFLVLRQV� WKDW� UHODWHG� WR�

tangible� and� intangible� value� of� ¿rms� are�
H[DPLQHG��2Q�WKH�WDQJLEOH�DVSHFW��0F&RQQHOO�

DQG� 1DQWHOO� ������� H[DPLQHWKH� UHODWLRQVKLS�

EHWZHHQ� MRLQW�YHQWXUHIRUPDWLRQ� DQG�

DQQRXQFHPHQW�� GD\� VWRFNSULFHV�� %ODFNZHOO��

Marr�and�Spivey�(1990)�explorethe�connection�
EHWZHHQ�SODQW�FORVLQJ�GHFLVLRQV�DQG�WKH�PDUNHW�

value� of� ¿rm.� Jarrell,� Lehn� and�Marr(1985)�
VWXG\� WKH� UHODWLRQVKLSEHWZHHQ� UHVHDUFK� DQG�

development�(R&D)�projectsand�stock�prices.�
0F&RQQHOO�DQG0XVFDUHOOD��������DQDO\]H�WKH�

OLQN� EHWZHHQ� FDSLWDO� H[SHQGLWXUH� GHFLVLRQV�

and�market�value�of�the�¿rm.�On�the�intangible�
DVSHFW�� WKH�HIIHFW�RI�FRUSRUDWH�QDPH�FKDQJHV�

LV�LQYHVWLJDWHG�E\�%RVFK�DQG�+LUVFKH\���������

$OVR�.DGDSDNNDP�DQG�0LVUD��������FRQVLGHU�

WKH� LPSDFW�RI� WKH�FKDQJH�LQ�WLFNHU�V\PERO� WR�

VWRFN�SULFH�DQG�WUDGLQJ�YROXPH��

,Q� DGGLWLRQ� WR� WKHVH� DQDO\VHV�� WKHUH� LV� D�

VXEVWDQWLDO�ERG\RI�OLWHUDWXUH�RQ�WKH�YDOXDWLRQ�
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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�
corporationinÀuenced�its�decision�to�relocate�headquarter

.h\ZruG��headquarter�relocation,�¿nancial�performance�
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effect� of� a� ¿rm’s� decision� to� relocate� its�
KHDGTXDUWHU��:KDW�GLVWLQJXLVKHV� WKH� GHFLVLRQ�

WR� UHORFDWH� KHDGTXDUWHU� IURP� RWKHU� VWUDWHJLF�

GHFLVLRQV�PDGH�E\�D�FRPSDQ\�LV�WKH�IDFW�WKDW�

KHDGTXDUWHU�UHORFDWLRQ�FRPELQHV�ERWK�WDQJLEOH�

DQG� LQWDQJLEOH� GLPHQVLRQV� RI� WKDW� FRPSDQ\��

%HFDXVH� RI� WKH� FRPSOH[LW\� RI� KHDGTXDUWHU�

UHORFDWLRQ� GHFLVLRQ� DQG� LWV� LPSOLFDWLRQ� WR� D�

company’s� future� performance,� managers�
have� to�weigh� the� costs� and� bene¿ts� of� this�
VWUDWHJLF� GHFLVLRQ�� 7KH� FRVWV� RI� KHDGTXDUWHU�

UHORFDWLRQ� LQFOXGH� WKH� PRYLQJ� H[SHQVHV�� WKH�

FRVWV�RI�GLVUXSWLRQ�RSHUDWLRQ��WKH�FRVWV�RI�WKH�

ORVLQJFXUUHQW�HPSOR\HHV�ZKR�DUH�QRW�ZLOOLQJ�

WR� PRYH�� DQG� WKH� FRVWV� RI� QHZ� HPSOR\HH�

training;� while� the� potential� bene¿ts� of�
KHDGTXDUWHU� UHORFDWLRQ� LQFOXGH� ORZHU� ODERU�

FRVWV�� ORZHU� UHQWDO� FRVWV�� WD[� UHGXFWLRQ�� DQG�

JHRJUDSKLF�ORFDWLRQ�DGYDQWDJH��

,Q�JHQHUDO��PDQDJHUV�ZLOO�PDNH�WKH�GHFLVLRQ�

in�order�to�maximize�the�shareholders’�wealth.
Sometimes,�managers�are�motivated�by� their�
SHUVRQDO� LQWHUHVWV�� ,Q� WKHVH� VLWXDWLRQV�� WKH�

GHFLVLRQ� RI� KHDGTXDUWHU� UHORFDWLRQ� ZRXOG�

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

Rodriguez,� and� Sirmans(1995)� suggest�
WKDW� UHORFDWLRQ� FDQ� KDYH� D� GLUHFW� LPSDFW� RQ�

VKDUHKROGHU� ZHDOWK� RYHUWKH� VKRUW� WHUP�7KH�

SUHYLRXV� UHVHDUFKHV� KDYH� H[DPLQHG� VWRFN�

market’s�reaction�to�the�shareholders’�wealth�
across� different� ¿rms� with� different� reasons�
IRU�UHORFDWLRQ��,Q�WKRVH�VWXGLHV��PRVW�DWWHQWLRQV�

DUH� SDLG� WR� WKH� VWDWHG� UHDVRQ� IRU� UHORFDWLRQ�

ZLWKRXW�SURYLGLQJ�PRUH�FKDUDFWHULVWLFV�RI�WKH�

¿rm�undergoing�relocation.�For�example,�the�
business�sector�of� the�relocating�¿rm,�which�
LV�DQ�LPSRUWDQW�IDFWRU�WR�GHWHUPLQH�WKH� VWRFN�

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

LQWR� FRQVLGHUDWLRQ�� ,W� FDQ� EH� DUJXHG� WKDW� WKH�

investor’s�reaction�to�a�¿rm’s�announcement�of�
KHDGTXDUWHU�UHORFDWLRQ�ZLOO�YDU\�ZLWK�UHVSHFW�

to� the� sector� of� the� economy� that� the� ¿rm�
EHORQJV� WR�� .QREHQ� DQG� 2HUOHPDQV� �������

LQGLFDWH� WKDW� WKH� SURSHQVLW\� WR� UHORFDWH� DQG�

the� relocation�coef¿cient�of�different� sectors�
LQ� WKH� HFRQRP\� DUH� GLIIHUHQW�7KH\� UHDOL]H�

WKDW�WKH�PRYLQJ�EHKDYLRUV�RI�ZKROHVDOH�UHWDLO�

and�services�sectors�vary�in�number�of�¿rms�
DQG�GLVWDQFH�WR�PRYH��)XUWKHUPRUH��%URXZHU�

HW�DO��������FODLP�WKDW�VHFWRU�LV�DQ�LPSRUWDQW�

GHWHUPLQDQW� RI� KHDGTXDUWHU� PRYLQJ� DQG� LV�

RQH� RI� WKH� PRVW� LPSRUWDQW� LQWHUQDO� IDFWRUV�

that� affect� ¿rms’� decision� to� relocate.� For�
H[DPSOH��VHUYLFHV�VHFWRU�DQG�ZKROHVDOH�UHWDLO�

VHFWRU�DUH�SULPDULO\�PDUNHW�RULHQWHG�DQG�QHHG�

SUR[LPLW\� WR� FXVWRPHUV�� LQ� ZKLFK� FDVH� WKH�

JHRJUDSKLF� DGYDQWDJH� UHDVRQ� ZRXOG� SOD\� D�

more� important� role� to� ¿rms� in� the� services�
and� wholesale/retail� sectors� than� to� ¿rms� in�
PDQXIDFWXULQJ�VHFWRU�

7KLV�SDSHU�VWXGLHV�WKH�HIIHFW�RI�KHDGTXDUWHU�

UHORFDWLRQ� RI� D� FRPSDQ\� WR� VWRFNKROGHUV�

ZHDOWK� DQG� DOVR� H[SORUHV� WKH� LPSDFW� RI�

KHDGTXDUWHU� UHORFDWLRQ� WR� VWRFN�SULFH�� ,W� WKXV�

attempts�to�¿ll�the�gap�in�the�exiting�literature�
on� shareholders’� reaction� to� headquarter�
UHORFDWLRQ� ZLWK� GLIIHUHQW� EXVLQHVV� VHFWRUV��

7KH� SDSHU� LV� RUJDQL]HG� DV� IROORZ�� SDUW� ,,�

GHPRQVWUDWHV�WKH�H[LVWLQJ�OLWHUDWXUH�ERG\��SDUW�

,,,� SURYLGHV� GDWD� GHVFULSWLRQ� IRU� WKH� VDPSOH�

and� subsamples,� part� IV� shows� the� research�
PHWKRGRORJ\��K\SRWKHVHV�DQG�UHVXOWV��DQG�SDUW�

V�summaries�and�concludes�the�paper.��

���/lwhuDwXuh�5hylhZ
7KH�UHORFDWLRQ�RI�FRUSRUDWLRQ�LVLQYHVWLJDWHG�

by�many� studies.�As� early� as� 1973,� Semple�
HVWDEOLVKHG� D� QRWLRQ� ZLWK� WKH� LGHD� WKDW� WKH�

destination�of�U.S.�Corporationwas��migrating�
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DZD\� IURP� WKH� 1RUWKHDVW� DQG� 0LGZHVW� WR�

the� South� and� West.� In� other� words,� these�
FRUSRUDWLRQV�WULHG�WR�DYRLG�WKH�KLJK�FRVW�DUHDV�

WR�PRYH�WR�WKH�ORZHU�FRVW�DQG�JURZLQJ�DUHDV��

This�notion�is�veri¿ed�by�Semple�et�al.�(1985),�
+ROORZD\� DQG�:KHHOHU� �������7KH� ORFDWLRQV�

RI� FRUSRUDWH� KHDGTXDUWHU� DUH� DOVR� H[DPLQHG�

by�Shilton�and�Stanley�(1999).�Using�the�data�
of�5,189�corporate�headquarters,�they�¿nd�that�
��� SHUFHQW� RI� DOO� FRUSRUDWH� KHDGTXDUWHU� DUH�

ORFDWHG� LQ� RQO\� ��� FRXQWLHV� DOO� RYHU� 8QLWHG�

States.�More�recently,�Diacon�and�Klier�(2003)�
REVHUYH� WKH� ORFDWLRQ� WUHQG� RI� KHDGTXDUWHU� RI�

ODUJH� SXEOLF� FRPSDQLHV� IURP� ����� WR� ������

7KH\�GLVFRYHU�WKDW�WKH�KHDGTXDUWHUV�FRQWLQXH�

WR�EH�DWWUDFWHG�E\�ODUJH�PHWURSROLWDQ�DUHDV�

7KH� UHODWLRQVKLS� EHWZHHQ� MRLQW�

YHQWXUHIRUPDWLRQ� DQG� DQQRXQFHPHQW�GD\�

VWRFNSULFHVLV� H[DPLQHG� E\� 0F&RQQHOO� DQG�

1DQWHOO� �������� $Q� LQLWLDO� VDPSOH� RI� MRLQW�

ventures� involving� U.S.� corporations� over�
the� period� beginning� January� 1972� and�
HQGLQJ� 'HFHPEHU� ����LV� XVHG� WR� FRQGXFW�

the� investigation.� Several� results� are� found,�
including� the� signi¿cant� wealth� gains� from�
MRLQW� YHQWXUHV�VPDOOHU� SDUWQHU� HDUQV� D� ODUJHU�

H[FHVV�UDWH�RI�UHWXUQ�ZKLOH�WKH�GROODU�JDLQV�DUH�

PRUH� HTXDOO\� GLYLGHG�� DQG� WKH� JDLQV�� VFDOHG�

by� resources� committed,� yield� “premiums”�
VLPLODU� WR� WKRVH� LQ�PHUJHUV��0F&RQQHOO� DQG�

0XVFDUHOOD� ������� DQDO\]H� WKH� OLQN� EHWZHHQ�

FDSLWDO� H[SHQGLWXUH� GHFLVLRQV� DQG� PDUNHW�

value�of�the�¿rm.�Their�study�examines�stock�
SULFHV� ���� FRUSRUDWLRQV� DURXQG� WKH� GDWHV�

RQ� ZKLFK� WKH\� SXEOLFO\� DQQRXQFHG� WKHLU�

IXWXUH� FDSLWDO� H[SHQGLWXUH� SODQV�� 7KH� UHVXOW�

LV� WKDW� XQDQWLFLSDWHG� LQFUHDVHV� LQ� SODQQHG�

FDSLWDO� H[SHQGLWXUHV� KDYH� D� SRVLWLYH� LPSDFW�

DQGXQDQWLFLSDWHG� GHFUHDVHV� KDYH� D� QHJDWLYH�

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

����DQQRXQFHPHQWV�RI�SODQW�FORVLQJV�DSSHDULQJ�

in�the�Wall�Street�Journal�from�1980�to�1984,�
%ODFNZHOO� DW� DO�� ������� H[SORUH� FRQQHFWLRQ�

EHWZHHQ� SODQW� FORVLQJ� GHFLVLRQV� DQG� PDUNHW�

value�of�the�¿rm.�They�come�up�with�a�result�
WKDW�WKH�VWRFN�PDUNHW�KDV�D�QHJDWLYH�UHDFWLRQ�

to�plant-closing�announcements�and�the�¿rms�
DQQRXQFLQJ�FORVLQJV�KDYH�ORZHU�HDUQLQJV�WKDQ�

WKH�PDUNHW�RU�WKH�LQGXVWU\�PHGLDQV�

&KDQ� HW� DO�� ������HYDOXDWHKRZ� WKH�

stock’s�market� respondto�business� relocation�
DQQRXQFHPHQWV�� :LWK� ���� UHORFDWLRQ�

DQQRXQFHPHQWV�� LQFOXGLQJ� FRUSRUDWH�

KHDGTXDUWHUV��VXEVLGLDU\�KHDGTXDUWHUV�RU�XQLW�

of¿ces,�or�plants�relocation,�they�claim�that�the�
VWRFN�PDUNHW� UHVSRQVH� LV�QRW� UHODWHG� GLUHFWO\�

WR�WKH�W\SH�RI�LQYHVWPHQW�RU�IDFLOLW\��+RZHYHU��

WKH� UHVSRQVH� LV� UHODWHG� WR� WKH� PRWLYDWLRQ� RI�

UHORFDWLRQ� DQG� WKH� IXWXUH� SURVSHFWV� RI� WKH�

FRUSRUDWLRQV�� 7KH� UHVXOW� VXJJHVWV� WKDW� WKH�

VWRFN� PDUNHW� UHIHUV� WKHVH� DQQRXQFHPHQWV�

WR� IXWXUH� SURVSHFWV� RI� WKH� FRUSRUDWLRQV�

EHFDXVH� LW� UHVSRQGV� SRVLWLYHO\� WR� UHORFDWLRQ�

DQQRXQFHPHQWV�WKDW�DUH�PRWLYDWHG�E\�EXVLQHVV�

H[SDQVLRQ� RU� FRVW� VDYLQJV�� EXW� QHJDWLYHO\� WR�

DQQRXQFHPHQWV�WKDW�DUH�PRWLYDWHG�E\�FDSDFLW\�

UHGXFWLRQ�RU�IDFLOLWLHV�FRQVROLGDWLRQ��0DQQLQJ�

et�al.�(1999)�look�at�the�factors�that�inÀuence�
FRUSRUDWH� ORFDWLRQ� GHFLVLRQV� DQG� H[DPLQH�

KRZ�WKH\�LPSDFW�VKDUHKROGHU�ZHDOWK��:LWK�WKH�

VDPSOH� RI� ����FRUSRUDWH� IDFLOLW\� UHORFDWLRQV��

WKH� DXWKRUV� FRQFOXGH� WKDW� LI� WKH� UHORFDWLRQ�

GHFLVLRQV�ZHUH�PDGH�ZLWKRXW�WKH�LQWHQWLRQ�WR�

LQFUHDVH�VKDUHKROGHU�YDOXH�WKHQ�WKH�DIIHFW�ZLOO�

EH� QHJDWLYH� �DW� QHJDWLYH������SHUFHQW� GXULQJ�

WKH� �� GD\� SHULRG� DURXQG� WKH� DQQRXQFHPHQW�

GDWH��� *UHJRU\� HW� DO�� ������� LQYHVWLJDWHWKH�

LPSDFW�RI�KHDGTXDUWHUV�UHORFDWLRQ�RQ�VHOHFWHG�

SHUIRUPDQFH� LQGLFDWRUV�� %\� LQYHVWLJDWLQJ�

WKH� VDPSOH� WKDW� FRQWDLQV� ���� FRUSRUDWLRQ�
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KHDGTXDUWHUV� UHORFDWLRQ� IURP� ����� WR� ������

WKH\� FODLP� D� OLWWOH� HYLGHQFH� RI� LPSURYHG�

RSHUDWLQJ�SHUIRUPDQFH�DIWHU�WKH�UHORFDWLRQ�RI�

FRUSRUDWLRQ� KHDGTXDUWHUV�� 7KH\� DOVR� WHVW� WKH�

LPSDFW� RI� GLVWDQFH� UHORFDWHG� WR� SHUIRUPDQFH�

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

$OOL�HW�DO���������VWXG\�WKH�UHDFWLRQ�RI�VWRFN�

PDUNHW� WR� WKH� DQQRXQFHPHQWV� RI� FRUSRUDWH�

KHDGTXDUWHUV� UHORFDWLRQV�� 7KHLU� VDPSOH�

consists� of� 69� NYSE/AMEX� ¿rms� and� 43�
NASDAQ�¿rms.�They�¿nd�that�during�the�two�
GD\�SHULRG�DURXQG�WKH�KHDGTXDUWHU�UHORFDWLRQ�

announcement� the� stock� price� of� the� ¿rm�
LQFUHDVHV�E\������SHUFHQW��)XUWKHUPRUH�� WKH\�

GLVFRYHU� WKDW� WKH� DEQRUPDO� UHWXUQV� RI� WKHVH�

FRUSRUDWLRQV� DUH� SRVLWLYHO\� UHODWHG� WR� WKH�

DYDLODELOLW\�RI�ODERU�DQG�QHJDWLYHO\�FRUUHODWHG�

WR�WKH�FRVW�RI� OLYLQJ�LQ� WKH�QHZ� ORFDWLRQ�DQG�

WKH�FKDQJH�LQ�HPSOR\PHQW�OHYHO��*KRVK�HW�DO��

(1995)� examine� the� inÀuence� to� stock� price�
RI�FRUSRUDWH�KHDGTXDUWHU�UHORFDWLRQ�GHFLVLRQV��

ZKLFK� YDU\� E\� WKH� PRWLYDWLRQ� RI� PRYLQJ��

7KH\� DVVXPH� WKDW� FRUSRUDWLRQV� UHORFDWH�

EHFDXVH�RI�FRVW�PRWLYDWHG��DJHQF\�PRWLYDWHG��

LQFUHDVH� �RU� GHFUHDVH�� VSDFH� QHHGV� UHDVRQV�

DQG� QRWH� WKDW� VRPH� FRPSDQLHV� DQQRXQFH� LWV�

UHORFDWLRQ�ZLWKRXW�DQ\�UHDVRQ�8VLQJ�D�VDPSOH�

RI�����KHDGTXDUWHU� UHORFDWLRQV� IURP������ WR�

������WKH�DXWKRUV�LQYHVWLJDWH� WKH�UHVSRQVH�RI�

VWRFN�SULFH� WR�GLIIHUHQW�DQQRXQFHG� UDWLRQDOHV�

IRU� KHDGTXDUWHU� UHORFDWLRQ�� ,Q� WKH� WZR� GD\�

SHULRG�DURXQG�WKH�UHORFDWLRQ�DQQRXQFHPHQWV��

WKHUH�LV�D�SRVLWLYH�UHVSRQVH�LI�WKH�UHDVRQ�ZDV�

DWWULEXWHG�WR�FRVW�PRWLYDWLRQ��DW������SHUFHQW���

$�QHJDWLYH�UHVSRQG�LV�IRXQG�LI�WKH�UHDVRQ�ZDV�

DJHQF\�PRWLYDWLRQ��DW�QHJDWLYH������SHUFHQW��

RU� QR� UHDVRQ� �DW� QHJDWLYH� �� SHUFHQW��� %XW�

the� result� is� statistically� insigni¿cant� for� the�
ZKROH� VDPSOH�� 7KLV� HPSLULFDO� HYLGHQFH� LV�

similar�to�the�¿ndings�of�Woolridge�and�Snow�
�������� ZKR� DUJXH� WKDW� WKH� DQQRXQFHPHQWV�

RI� VWUDWHJLF� LQYHVWPHQW� GHFLVLRQV� VXFKDV�

FRUSRUDWH�KHDGTXDUWHUV�UHORFDWLRQV�VKRXOG�QRW�

KDYH�DQ\HIIHFW�RQ�VWRFN�SULFHV��0RUH�UHFHQWO\��

Cox� and� Schultz� (2007)� examine� the� initial�
stockholder�wealth�impact�of�¿rms�announcing�
FRUSRUDWH� KHDGTXDUWHUV� UHORFDWLRQ�� 7KH\�

REVHUYH�WKH�HIIHFW�RI�KHDGTXDUWHU�UHORFDWLRQ�WR�

VWRFN�PDUNHW�EDVHG�RQ�WKH�GLIIHUHQFHV�UHDVRQ�

IRU� FRUSRUDWLRQV� WR� UHORFDWH��$� VDPSOHRI� ���

¿rms� that� relocated� from�December� 1994� to�
April� 2005� is� investigated.� The� authors� ¿nd�
WKDW� WKH� VWRFN�PDUNHW� UHDFWLRQ� LV� IDYRUDEOH�

for� companies� moving� their� head� of¿ce,�
LQ� JHQHUDO�$GGLWLRQDOO\�� VWRFNKROGHUV� UHDFW�

PRVW� SRVLWLYHO\� WR� WKH� PDQDJHULDO� LQWHUHVW�

UHDVRQ� IRU� VXFK� D� VKLIW�$OVR�� LI� WKH� UHDVRQ� LV�

FRVW�FRQVROLGDWLRQ� DQG� WR� VRPH� H[WHQW� HYHQ�

ZKHQ� QR� UHDVRQ� LV� JLYHQ� WKHQVKDUHKROGHUV�

KDYH� D� SRVLWLYHO\� UHDFWLRQ� WR� UHORFDWLRQ�

DQQRXQFHPHQWV�� ZLWK� DQ� LQFUHDVH� LQ� VWRFN�

UHWXUQV�� +RZHYHU�� ZKHQVSDFH� UHDVRQV� DUH�

JLYHQ� IRU� KHDGTXDUWHUV� UHORFDWLRQ�� WKH� VWRFN�

UHWXUQ�LV�QHJDWLYH�

���'DwD�GhvFulSwlrQ
7KH� GDWD� FRYHUV� WKH� SHULRG� UDQJLQJ� IURP�

January� 1990� to�August� 2008.�Using� Lexis-
1H[LV�$FDGHPLF�GDWDEDVH��DQQRXQFHPHQWV�RI�

KHDGTXDUWHU� UHORFDWLRQ� DUH� FROOHFWHG� IRU� WKH�

considering� period.� For� ¿rms� with� multiple�
DQQRXQFHPHQWV�� WKH� HDUOLHVW� KDV� EHHQ� XVHG��

/H[LV�1H[LVGDWDEDVH� KDV� DOVR� EHHQ� VHDUFKHG�

IRU�DQ\�FRQIRXQGLQJ�FRUSRUDWH�HYHQW��VXFK�DV�

¿nancial� statements,� change� in�management,�
stock�repurchase�etc.)�Any�¿rm�that�announced�
DQ\� FRLQFLGH� FRUSRUDWH� HYHQW� LQ� WKH� ����� ����

window� has� been� eliminated.The� ¿rms� with�
PRUH� WKDQ� �� GD\V� RI� PLVVLQJ� GDWD� IRU� WKH�

SHULRG�LQYHVWLJDWLQJ�DQG�QRW�OLVWHG�RQ�$0(;�
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NYSE�and�NASDAQ�have�also�been�removed�
IURP�WKH�VDPSOH��$IWHU�WKH�VFUHHQLQJ�SURFHVV��

the�¿nal�sample�consists�of�94�U.S.�publicly�
traded� ¿rms.� Within� the� sample,� there� are�
three�¿rms�which�relocated�their�headquarters�
WZLFH�LQ�WKH�SHULRG��7KHUHIRUH��WKH�QXPEHU�RI�

VDPSOH�DQQRXQFHPHQWV�LV�����

For� each� ¿rm,� the� announcement� has�
been�read�carefully�to�¿nd�out�the�reason�for�
relocation.� The� reasons� have� been� classi¿ed�
LQWR� IRXU� FDWHJRULHV�� FRVW�FRQVROLGDWLRQ��

VSDFH� H[SDQVLRQ�� JHRJUDSKLF� DGYDQWDJH�� DQG�

managerial� interests.� Because� some� ¿rms�
KDYH� QRW� VWDWHG� WKHLU� UHDVRQ� IRU� UHORFDWLRQ��

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 �� ����

0DQXIDFWXULQJ �� ����

Wholesale/Retail �� ����

2WKHU � �

7RWDO �� ���

3DQho�%��5hDvrQv�Iru�+hDGTXDuwhu�5horFDwlrQ
Reason�to�relocate 1Xpehu�rI�FrpSDQ\ 3huFhQwDJh����
&RVW�&RQVROLGDWLRQ �� ����

Space�expansion �� ����

*HRJUDSKLF �� ����

0DQDJHULDO�,QWHUHVWV � ���

No�Reason �� ����

7RWDO �� ���

3DQho�&� DwD�lQwhJuDwlrQ
&RVW��

&RQVROLGDWLRQ
Space *HRJUDSKLF

0DQDJHULDO�

,QWHUHVW
No�Reason 7RWDO

Service �� � �� � � ��

0DQXIDFWXULQJ �� �� � � � ��

Wholesale/Retail � � � � � ��

7RWDO �� �� �� � �� ��
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WKH\� DUH� FRQVLGHUHG� DV� D� JURXS� WKDW� � GR� QRW��

H[SOLFLW�WKHLU�UHDVRQ���

Further,�the�¿rms�have�beenclassi¿ed�into�
WKH� IROORZLQJ� VHFWRUV�� PDQXIDFWXULQJ� VHFWRU�

(with� SIC� code� ranges� from� 2000� to� 3999),�
wholesale/retailsector� (with� SIC�code� ranges�
IURP������WR��������DQG�VHUYLFHVVHFWRU��ZLWK�

SIC�code�ranges�from�7000�to�8999).�

7DEOH���SURYLGHV�VRPH�GHVFULSWLYH�VWDWLVWLFV�

RI�HDFK�FDWHJRU\��,Q����KHDGTXDUWHU�UHORFDWLRQ�

announcements,� the� ¿rm� management� does�
QRW�H[SOLFLWO\�VWDWH�WKH�UHDVRQ�IRU�UHORFDWLRQ�LQ�

���FDVHV�ZKLFK�LV������SHUFHQW�RI� WKH�VDPSOH��

����� SHUFHQW� RI� WKH� VDPSOH� IDOO� LQWR� FRVW�

FRQVROLGDWLRQ�DQG�VSDFH�H[SDQVLRQ�FDWHJRULHV��

The� remaining� 30.2� percent� are� classi¿ed� in�
JHRJUDSKLF�DGYDQWDJH�DQG�PDQDJHULDO� LQWHUHVW�

FDWHJRULHV�)LQDOO\��WKH�VDPSOH�FRQVLVWV�RI������

percent� of� the� ¿rmsin� manufacturing� sector,�
42.3�percent�of�the�¿rms�in�services�sector,�and�
WKH�UHPDLQLQJ������SHUFHQW�LQ�WKH�ZKROHVDOH�DQG�

UHWDLO�VHFWRU�

0HWKRGRORJ\�� +\SRWKHVHV�� DQG� (PSLULFDO�

Results
7KHPDUNHW� UHDFWLRQ� WR� UHORFDWH� GHFLVLRQ�

ZLWK�GLIIHUHQW�UHDVRQ�V��DQG�GLIIHUHQW�VHFWRU�V�

7KH�PHWKRGRORJ\�XVHG�WR�H[DPLQH�VHFXULW\�

UHWXUQV� LV� GHVFULEHG� LQ� %URZQ� DQG� :DUQHU�

������ DQG� ������� )RU� HDFK� VHFXULW\� M�� WKH�

PDUNHW�PRGHO�LV�XVHG�WR�FDOFXODWH�DQ�DEQRUPDO�

UHWXUQ�IRU�GD\�W��DV�IROORZV� � � �

� �
MW MW M M PW

$5 5 5α β= − −

:KHUH���5
MW
�LV�WKH�UDWH�RI�UHWXUQ�RQ�VHFXULW\�

M�IRU�GD\�W

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

ZHLJKWHG�LQGH[�RQ�GD\�W

Coef¿cients�α
M
� and� β

M
� are�OLS�estimates�

RI�WKH�LQWHUFHSW�DQG�VORSH��UHVSHFWLYHO\��RI�WKH�

PDUNHW�PRGHO�UHJUHVVLRQ�IRU�WKH�VHFXULW\�M��

*LYHQ� DEQRUPDO� UHWXUQV� IURP� WKH� PDUNHW�

model�approach,�the�statistical�signi¿cance�of�
WKH� HYHQW� KROGLQJ� SHULRG� UHWXUQV� LV� DVVHVVHG�

for�each�¿rm.�The�207-day�estimation�period�
LV�IURP�����GD\V�EHIRUH�WR���GD\V�EHIRUH��RU�W�

 ������WR�W� �����WKH�/H[LV1H[LV�DQQRXQFHPHQW�

DW�GD\�W� ����0RUH�IRUPDOO\��IRU�D�VDPSOH�RI�1�

VHFXULWLHV�� WKH� VDPSOH�PHDQ� DEQRUPDO� UHWXUQ�

RQ�DQ\�JLYHQ�GD\�W�LV�

�

�

� 1

W MW

M

$5 $5
1 =

= ∑

7R�PHDVXUH�PDUNHW�PRGHO�DEQRUPDO�UHWXUQV�

over�a�speci¿c�time�interval,�the�sample�mean�
DEQRUPDO� UHWXUQV� DUH� VXPPHG� WR� GHULYH� WKH�

VDPSOH�PHDQ�FXPXODWLYH�DEQRUPDO�UHWXUQ�

� �

�

7

W W

W 7

&$5 $5
=

= ∑

:KHUH��7
�
�LV�WKH�EHJLQQLQJ�GDWH�DQG�7

�
LV�WKH�

HQGLQJ�GDWH�RI�WKH�SHULRG�RI���GD\V�IURP�W� ����

WR�W� ������������������

W

W

W

$5

$5
6$5

6
=

The� test� statistic� for� the� signi¿cance�
RI� $5

W
�VWDQGDUGL]HG� DEQRUPDO� UHWXUQ�� LV�

FDOFXODWHG�DV�

:KHUH�����
� ���

��

���

� �

���W

W

W

$5
W

$5 $5
6

=−

=−

 −
=  
  
∑ ���

∑
−=

−=

=
�

������

� W

W

W$5$5

��� There�are�92�¿rms�fall�into�those�three�categories.�However,�there�are�two�companies�are�mining�¿rm.�I�add�those�companies�
WR�PDQXIDFWXULQJ�VHFWRU�
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:KHUH�� � W� � ����� WR� W� � ��� LV� WKH�����GD\�

HVWLPDWLRQ�SHULRG��

7KH�LQWHUYDO�WHVW�VWDWLVWLF�LV�DVVXPHG�WR�EH�

DSSUR[LPDWHO\�QRUPDO�GLVWULEXWLRQ�DQG�FDQ�EH�

ZULWWHQ�DV� �

� � �

W

W

&$5

6$5 7 7− +

:KHUH��7
�
�LV�WKH�EHJLQQLQJ�GDWH�DQG�7

�
LV�WKH�

HQGLQJ�GDWH�RI�WKH�SHULRG�RI���GD\V�IURP�W� ����

WR�W� ����

When� a� ¿rm� relocates� its� headquarters,�
LW� SURYLGHV� UHDVRQ�V�� IRU� WKH� UHORFDWLRQ�� 7KH�

reasons� are� classi¿ed� into� the� following�
FDWHJRULHV�

&RVW�FRQVROLGDWLRQ��7KLV�FDWHJRU\�LQFOXGHV�

¿rms�move� to�a�new�headquarter� in�order� to�
UHGXFH�RSHUDWLQJ�FRVWV� �ZKLFK� LQFOXGHV� ODERU�

FRVW�� UHQW� FRVW�� DQG� WD[HV��� WR� FRQVROLGDWH�

operation,�or�to�increase�production�ef¿ciency.�
7KLV�NLQG�RI�DQQRXQFHPHQWV�VHHPV�WR�KDYH�D�

neutral�impact��on�stockholders’�wealth.�

6SDFH� H[SDQVLRQ�7KLV� FDWHJRU\� LQFOXGHV�

¿rms�that�relocate�to�a�new�headquarter�with�
WKH� LQWHQWLRQ� RI� H[SDQG� SURGXFWLRQ� FDSDFLW\�

RU�H[SDQG�LQWR�D�QHZ�PDUNHW�RU�SURGXFW�OLQH��

Such� announcements� seem� to� inÀuence� to�
stockholders’�wealth� in� positive�direction,� in�
JHQHUDO�

*HRJUDSKLF� DGYDQWDJH�7KLV� FDWHJRU\�

FRQVLVWV�RI�DQQRXQFHPHQWV�WKDW�UHORFDWH�WR�EH�

FORVHU�WR�WKH�PDUNHW��PDLQ�FXVWRPHUV��PDWHULDO�

UHVRXUFHV�� RU� RWKHU� SURGXFWLRQ� IDFLOLWLHV��

'HSHQGLQJ�RQ�W\SHV�RI�Whe�relocate�¿rms,�the�
HIIHFW�RI�WKHVH�DQQRXQFHPHQWV�ZLOO�EH�GLIIHUHQW�

IURP�QHXWUDO�WR�SRVLWLYH�

0DQDJHULDO� LQWHUHVW�7KLV� FDWHJRU\�

FRQWDLQV�DQQRXQFHPHQWV�RI�ILUPV�WKDW�FKDQJH�

KHDGTXDUWHU� EHFDXVH� RI� WKH� PDQDJHPHQW�

team’s�interest.�In�this�category,�the�reason�
FDQ� EH� JDWKHULQJ� VHQLRU� PDQDJHPHQW� WR�

RQH� FLW\�� LQFUHDVH� HPSOR\HHV� FRPIRUW� DQG�

HIILFLHQF\�� HWF�� 7KHVH� DQQRXQFHPHQWV�

VHHP� QRW� WR� KDYH� D� SRVLWLYH� LQIOXHQFH� WR�

stockholders’�wealth.�

1R� VWDWHG� UHDVRQ�� 7KLV� FDWHJRU\� LQFOXGHV�

¿rms� that� do� not� cite� reasons� for� relocation.�
1HYHUWKHOHVV�� WKH�UHDVRQ�FDQ�EH� WKH�SXUFKDVH�

RI� D� QHZ� SURSHUW\�� WKH� VDOH� RI� H[LVWLQJ�

KHDGTXDUWHUV�� WKH� HQG� RI� FXUUHQW� WHUP�� HWF���

7KHVH� DQQRXQFHPHQWV� DSSHDU� QRW� WR� KDYH� D�

positive�impact�to�stockholders’�wealth.

+HQFH��WKH�PDUNHW�ZLOO�UHYLHZ�WKH�UHORFDWLRQ�

XQGHU�VHYHUDO�FLUFXPVWDQFHV�DQG�WHQG�WR�UHDFW�

GLIIHUHQWO\�WR�GLIIHUHQW�UHDVRQV��7KH�IROORZLQJ�

K\SRWKHVHV�DUH�GHYHORSHG�

+\SrwKhvlv� �:� if� the� reason� for� a� ¿rm�
WR� UHORFDWH� LWV� KHDGTXDUWHUV� LV� HLWKHU� FRVW�

FRQVROLGDWH��RU�VSDFH�H[SDQVLRQ��RU�JHRJUDSKLF�

DGYDQWDJH�� WKHUH� LV� D� SRVLWLYH� HIIHFW� RQ�

VWRFNKROGHU�ZHDOWK�

+\SrwKhvlv� �:� if� the� reason� for� a� ¿rm� to�
UHORFDWH� LWV�KHDGTXDUWHUV� LV� HLWKHU�PDQDJHULDO�

LQWHUHVW�RU�QR�UHDVRQ��WKHUH�LV�D�QHJDWLYH�HIIHFW�

RQ�VWRFNKROGHU�ZHDOWK����

7DEOH� �� VKRZV� WKH� FXPXODWLYH� DEQRUPDO�

return�for�the�periods�(-1,�+1),�CAR(-1,�1),�and�
(0,�+1),�CAR(0,�1),�for�the�full�sample�and�for�
GLIIHUHQW�VXEsamples�de¿ned�by�the�reason�to�
PRYH���

��� Table�2�indicates�that�only�80�sampled�announcements�include�in�the�event�study.�This�is�because�of�EVENTUS�drops�17�
DQQRXQFHPHQWV�IURP�LQLWLDO�VDPSOH�
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%DVHG� RQ� WKH� WDEOH�� DOO� WKH� FXPXODWLYH�

DEQRUPDO� UHWXUQVDUH� SRVLWLYH� H[FHSW� IRU� WKH�

VSDFH�H[SDQVLRQ�VXEVDPSOH�IRU�ERWK�WZR�GD\�

DQG�WKUHH�GD\�SHULRGV��7KH�PDQDJHULDO�LQWHUHVW�

subsample�seems�to�have�the�biggest�CAR�in�
WZR�GD\�DQG�WKUHH�GD\�SHULRGV��ZLWK�WKH�UHWXUQ�

RI������SHUFHQW�DQG������SHUFHQW��UHVSHFWLYHO\��

:LWK� WKH� VSDFH� H[SDQVLRQ� VXEVDPSOH�� WKH�

UHWXUQV� DUH� QHJDWLYH� IRU� WZR�GD\� DQG� WKUHH�

GD\�SHULRGV��������SHUFHQW�DQG�������SHUFHQW��

UHVSHFWLYHO\�� +RZHYHU�� VLQFHWKH� HYHQW�

study� results� are� not� statistically� signi¿cant,�
WKHUH� LV� QRW� HQRXJK� HYLGHQFH� WR� VXSSRUW� WKH�

K\SRWKHVLV��+HQFH��QR�OLQN�FDQ�EH�HVWDEOLVKHG�

EHWZHHQ� WKH� HYHQW� RI� KHDGTXDUWHU� UHORFDWLRQ�

and�shareholders’�wealth.�

:LWK�GLIIHUHQW�VHFWRUV�RI�WKH�HFRQRP\��WKH�

UHORFDWLRQ� GHFLVLRQ�DLPV� WR� DFKLHYH�GLIIHUHQW�

SXUSRVHV�� 7KHUHIRUH�� GLVVLPLODU� UHVXOWV� DUH�

expected�with�the�relocate�decision�of�¿rms�in�
GLIIHUHQW�EXVLQHVV�VHFWRUV��

+\SrwKhvlv� ��� LI� WKH� UHDVRQ� WR� UHORFDWH� D�
¿rm’s�headquarters� is�either� cost/consolidate�
RU� VSDFH�H[SDQVLRQ��WKH�HIIHFW�WR� VWRFNKROGHU�

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

+\SrwKhvlv�����LI� WKH�UHDVRQ� WR�UHORFDWH�D�
¿rm’s�headquarters� is�geographic�advantage,�
WKH� HIIHFW� RQ� VWRFNKROGHU� ZHDOWK� ZLOO� 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� 7Zr�'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�3RVLWLYH�

���

1XPEHU�RI�

2EVHUYDWLRQ

Full�Sample ����� ����� �� ��

&RVW�&RQVROLGDWLRQ ����� ����� �� ��

Space�Expansion ������ ������ �� ��

*HRJUDSKLFDO�$GYDQWDJH ����� ������� �� ��

0DQDJHULDO�,QWHUHVW ����� ����� �

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�3RVLWLYH�

���

1XPEHU�RI�

2EVHUYDWLRQ

Full�Sample ����� ����� �� ��

&RVW�&RQVROLGDWLRQ ����� ����� �� ��

Space�Expansion ������ ������ �� ��

*HRJUDSKLFDO�$GYDQWDJH ����� ����� �� ��

0DQDJHULDO�,QWHUHVW ����� ����� �� �

No�Stated ����� ����� �� ��
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7KH� YDOXHV� RI� )� VWDWLVWLF� XVHG� WR� FRPSDUH�

WKH�YDULDQFHV�DUH������DQG������IRU�K\SRWKHVLV�

�� DQG� K\SRWKHVLV� ��� UHVSHFWLYHO\�� 7KXV� WKH�

S�YDOXHV�IRU�WKH�WZR�WDLOHG�)�WHVW�RI�K\SRWKHVLV�

�� DQG� K\SRWKHVLV� �� DUH� ������ DQG� ��������

UHVSHFWLYHO\��:LWK�WKRVH�KLJK�YDOXHV�RI�S�YDOXH��

ZH� FRQFOXGH� WKDW� σ
�

��=� σ
�

�� DQG� XVH� WKH� HTXDO�

YDULDQFHV� SURFHGXUH� WR� FRPSDUH�PHDQV��:LWK�

K\SRWKHVLV� ��� WKH� REVHUYHG� YDOXH� RI� WKH� WHVW�

VWDWLVWLF�LV�������%HFDXVH�WKLV�LV�DQ�XSSHU�WDLOHG�

WHVW�� WKXV� WKH� S�YDOXH� LV� ������ 7KLV� S�YDOXH�

LQGLFDWHV� WKDW� ZH� FDQQRW� UHMHFW�+
�
.� Similarly,�

WKH� REVHUYHG� YDOXH� RI� WKH� 7� WHVW� VWDWLVWLF� � LV�

�����DQG�WKH�S�YDOXH�LV������IRU�K\SRWKHVLV����

7KHVH�UHVXOWV�LQGLFDWH�WKDW�WKHUH�LV�QRW�HQRXJK�

HYLGHQFH�WR�VXSSRUW�WKH�UHVHDUFK�WKHVLV��

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

7R� IXUWKHU� DQDO\]H� ZKHWKHU� WKH� UHDFWLRQ�

of� the� stock� market� to� a� ¿rm’s� headquarter�
UHORFDWLRQ� DQQRXQFHPHQW� LV� UHODWHG� WR� WKH�

sector� of� the� ¿rm� (manufacturing,� services,�
DQG�ZKROHVDOH�UHWDLO��RU�WKH�VWDWHG�PRWLYDWLRQ�

IRU� WKH� UHORFDWLRQ� �FRVW�FRQVROLGDWLRQ��

VSDFH� H[SDQVLRQ�� JHRJUDSKLFDO� DGYDQWDJH��

PDQDJHPHQW� LQWHUHVW�� DQG� QR� VWDWHG� UHDVRQ���

WKUHH� UHJUHVVLRQ� DQDO\VHV� DUH� SHUIRUPHG��

These�regressions�use�the�two-day�CARs�(the�
SHULRG� RI� ���� ���� DV� WKH� GHSHQGHQW� YDULDEOH�

and� the� sector� of� the� relocate� ¿rm� and/or�
WKH� VWDWHG� PRWLYDWLRQ� IRU� WKH� UHORFDWLRQ� DV�

WKH� LQGHSHQGHQW� YDULDEOHV�� 7R� FRPSDUH� WKH�

¿nancial�performance�of�the�¿rms,�the�earnings�
EHIRUH�LQWHUHVW�DQG�WD[HV��(%,7��DUH�IDFWRUHG�

LQ�DOO� FURVV�VHFWLRQDO� UHJUHVVLRQ�PRGHOV��7KH�

dummy�variable�for�EBIT�of�a�¿rm�takes�a�value�

of�1�if�that�¿rm�has�a�positive�EBIT,�and�takes�
a�value�of�0�if�that�¿rm�has�a�negative�EBIT.�
7KH�UHJUHVVLRQ�UHVXOWV�DUH�UHSRUWHG�LQWDEOH�����

The�¿rst�regression�uses�the�dummy�variable�
IRU� (%,7� DQG� WKHWZR� GXPP\� YDULDEOHV� IRU�

WKH�WZR�VHFWRUV�RI�WKH�HFRQRP\��7KH�GXPP\�

YDULDEOHV� WDNH�D�YDOXH�RI�RQH�LI� WKH�VHFWRU�RI�

WKH� HFRQRP\� LV� VHUYLFHV� RU� ZKROHVDOH�UHWDLO�

�PDQXIDFWXULQJ�VHUYHV�DV�D�EDVH���1R�VWDWLVWLFDO�

signi¿cance� is� found� in� this� regression�
PRGHO��,Q�WKH�VHFRQG�UHJUHVVLRQ��IRXU�GXPP\�

YDULDEOHV�IRU�WKH�IRXU�VWDWHG�UHDVRQV�WR�PRYH�

DUH�XVHG��7KH�GXPP\�YDULDEOHV�WDNH�D�YDOXH�RI�

RQH�LI�WKH�VWDWHG�UHDVRQ�LV�FRVW�FRQVROLGDWLRQ��

VSDFH� H[SDQVLRQ�� JHRJUDSKLF� DGYDQWDJH�� RU�

PDQDJHPHQW�LQWHUHVW��QR�VWDWHG�UHDVRQ�VHUYHV�

DV� D� EDVH��� 7KH� PDQDJHULDO� LQWHUHVW� GXPP\�

variable�is� signi¿cant�at�10�percentage�level,�
LQGLFDWLQJ� WKDW� WKH� GLIIHUHQFH� LQ� WKH� UHDVRQV�

WR�UHORFDWH�KDV�D�VOLJKW�HIIHFW�RQ�WKH�UHDFWLRQ�

RI� WKH�PDUNHW� WR� D� UHORFDWLRQ�DQQRXQFHPHQW��

But� it� should� be� noted� that� the� adjusted� R��

IRU� WKH� UHJUHVVLRQ�LV�RQO\������SHUFHQW��/DVW��

LQ� WKH� WKLUG� UHJUHVVLRQ� PRGHO�� WKH� GXPP\�

YDULDEOHV�RQ�WKH�WZR�VHFWRUV�DV�ZHOO�DV�WKH�IRXU�

PRWLYDWLRQV� DUH� UHJUHVVHG�2QO\� WKH� GXPP\�

variable�with�managerial�interest�is�signi¿cant�
DW����SHUFHQWDJHOHYHO��7KLV�LV�FRQVLVWHQW�ZLWK�

the�¿ndings�in�the�second�regression�model.

,Q�WKH�WDEOH��ZH�FDQ��UHDOL]H�WKDW�WKH�VLJQV�RI�

regression�coef¿cients�are�consistent�together.�
For� example,� the� regression� coef¿cients� for�
VHUYLFHV��ZKROHVDOH�UHWDLO�� FRVW�FRQVROLGDWLRQ��

DQG�VSDFH�H[SDQVLRQ�VXEVDPSOHV�FRQVLVWHQWO\�

have�a�negative�value.�While�the�coef¿cients�
IRU� JHRJUDSKLF� DGYDQWDJH� DQG� PDQDJHPHQW�

LQWHUHVW�KDYH�D�SRVLWLYH�YDOXH��0RUHRYHU��LQ�DOO�

��� Of�97�announcements�in�the�initial�sample,�COMPUSTAT��does�not�have�information�for�11�cases.�Therefore,�only�86�an�
QRXQFHPHQWV�DUH�FRQVLGHUHG�
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regression�models,�the�regression�coef¿cients�
IRU� (%,7� DUH� SRVLWLYH� DW� ������� ������ DQG�

0.198�for�¿rst�model,�second�model,�and�third�
PRGHO��UHVSHFWLYHO\��+RZHYHU��WKH�UHVXOWV�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�
�WZR� \HDUV� EHIRUH� WR� WZR� \HDUV� DIWHU�� WKH�

HYHQW�� %ODFNZHOO� HW� DO� ������� DOVR� UHSRUW�

similar� evidence� for� ¿rms� announcing� plant�
FORVLQJ�GHFLVLRQV��$OOL�HW�DO���������KRZHYHU��

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

WKUHH�\HDU� SHULRG� VXUURXQGLQJ� WKH� UHORFDWLRQ�

DQQRXQFHPHQW��,Q�DGGLWLRQ��&KDQ�HW�DO��������

fail�to�detect�any�signi¿cant�difference�in�the�
median� industry-adjusted�ROEs�between� the�
\HDU�RI�WKH�DQQRXQFHPHQW�DQG�VHOHFWHG�\HDUV�

EHIRUH� RU� DIWHU� WKH� DQQRXQFHPHQW�� )LQDQFLDO�

performance�of�the�sampled�¿rms�covering�the�
SHULRG� RI� WZR�\HDUV� SULRU� WR� WKH� KHDGTXDUWHU�

relocation� announcement� is� analyzed� to� ¿nd�
out� whether� poor� ¿nancial� performance�
OHDGV� WR� WKH� UHORFDWLRQ� GHFLVLRQ��� 8VLQJ�

COMPUSTAT� database,� various� ¿nancial�
LQGLFDWRUV�DUH�FROOHFWHG��LQFOXGLQJWRWDO�DVVHWV��

WRWDO�FRPPRQ�RUGLQDU\�HTXLW\��WRWDO�OLDELOLWLHV��

FDVK� DQG� FDVK� HTXLYDOHQW�� DQG� QHW� LQFRPH�

(loss)� of� the� sample.� To� compute� the� ROE,�
QHW�LQFRPH��ORVV��LV�GLYLGHG�E\�WRWDO�FRPPRQ�

RUGLQDO� HTXLW\��7R� H[DPLQH� WKH� OHYHO� RI� ULVN��

the�debt-equity�ratio�of�¿rms�is�also�calculated�
E\� GLYLGLQJ� WRWDO� FRPPRQ�RUGLQDO� HTXLW\� E\�

�7Deoh��

&urvvh�6hFwlrQDo�5hJuhvvlrQv�rI�wKh�7Zr�'D\�$QQrXQFhphQw�3hulrG�$eQrupDo�5hwXuQ�rQ�wKh�6hFwru�rI�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�

0RGHO

(%,7 Services :KROHVDOH�

Retail

&RVW�

&RQVROLGDWH

Space�

([SDQVLRQ

*HRJUDSKLFDO�

$GYDQWDJH

0DQDJHPHQW�

,QWHUHVW

,QWHUFHSW $GMXVWHG�

R�

F-Statistic Size

Regression�1 ������

������

�������

�������

�������

�������

������

������

����� ���� ��

Regression�2 ������

������

�������

�������

�������
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������

������

������

������
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Regression�3 ������
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�������

�������

�������
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�������

�������
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The� types�of�business�sector�are�obtained� from� the�LexisNexis�and�SEC�website.�The� stated�motivations� are�obtained� from�LexisNexis.�All� the�
LQGHSHQGHQW�YDULDEOHV�LQ�WKH�UHJUHVVLRQ�DUH�GXPP\�YDULDEOHV�WKDW�WDNH�D�YDOXH�RI�RQH�LI�WKH�VHFWRU�LV�VHUYLFHV�RU�ZKROHVDOH�UHWDLO�VHFWRU��RU�LI�WKH�VWDWHG�

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�UHJUHVVLRQ�LQFOXGH�GXPP\�YDULDEOH�RI�(DUQLQJ�%HIRUH�7D[HV�DQG�,QWHUHVW��(%,7���ZKLFK�LV�GHQRWH���LI�(%,7�LV�SRVLWLYH�DQG���LI�(%,7�LV�QHJDWLYH

***,�**,�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\�GLYLGLQJ�WRWDO�DVVHWV�E\�FDVK�DQG�

FDVK� HTXLYDOHQW�� 7R� DGMXVW� IRU� VHFWRU� HIIHFW��

sector-adjusted� ROEs,� sector-adjusted� D/E�
ratios,� and� sector-adjusted� liquidity� of� ¿rms�
DUH�FRPSXWHG�E\�VXEWUDFWLQJ�WKH�VHFWRU�PHGLDQ�

ROE,� sector� median� D/E� ratio,� and� sector�
PHGLDQ�OLTXLGLW\�IURP�WKH�UHVSHFWLYH�UDWLRV�IRU�

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\�� RI� WKH� IXOO� VDPSOH� DQG�

subsamples�de¿ned�by�different�sectors���

$W� WKH� IXOO� VDPSOH� OHYHO�� WKH� VHFWRU�

adjusted�ROE�and�sector-adjusted�D/E�show�
no�statistical�signi¿cance.�However,�the�result�
IRU� VHFWRU�DGMXVWHG� OLTXLGLW\� KDV� QHJDWLYH�

values� at� statistical� signi¿cant� level� of� one�
SHUFHQW�IRU�ERWK�RQH�DQG�WZR�\HDU�SULRU�WR�WKH�

UHORFDWLRQ�� 7KLV� LQGLFDWHV� WKDW� LQ� WZR� \HDUV�

before�the�relocation,�the�sampled�¿rmsexhibit�
statistically� signi¿cant� lower� liquidity� in�
FRPSDULVRQ�WR�WKH�ZKROH�VHFWRU�OLTXLGLW\���

:KHQ� IXOO� VDPSOH� LV� SDUWLWLRQHG� E\�

VHFWRU�� DQ� LQWHUHVWLQJ� SDWWHUQ� HPHUJHV��

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�
ZKROH� VHFWRU� DW� WKH� RQH� SHUFHQWOHYHO� RI�

statistical�signi¿cance.�The�liquidity�for�those�
¿rms�is�also�0.018�lower�than�the�liquidity�for�
WKH� ZKROH� VHFWRU� DW� WKH� RQH� SHUFHQWOHYHO� RI�

statistical� signi¿cance.�The� D/E� ratio� of� the�
¿rms�in� this� sector� is�0.219�higher� than�D/E�
UDWLR�IRU�WKH�ZKROH�VHFWRU�DW�WHQ�SHUFHQWOHYHO�RI�

statistical�signi¿cance.�Given�this�¿ndings,�it�
can�be�concluded�that�a�relocating�¿rm�in�the�
PDQXIDFWXULQJ�VHFWRU�VKRXOG�H[SHULHQFH�D�OHVV�

favorable�¿nancial�situation�in�comparison�to�
WKH�ZKROH�PDQXIDFWXULQJ�VHFWRU���

��� �Brickley�and�Van�Drunen�(1990)�and�Blackwell�et�al�(1990)�use�a�similar�technique�to�examine�earnings�performance�around�
LQWHUQDO�FRUSRUDWH�UHVWUXFWXULQJ�DQG�SODQW�FORVLQJ�DQQRXQFHPHQWV

�� Of�97�announcements� in�the� initial�sample,�COMPUSTAT�doesn’t�have�information�for�11�cases.�Therefore,�only�86�an�
QRXQFHPHQWV�DUH�FRQVLGHUHG�

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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7DEOH���DOVR�UHSRUWV�WKDW�WKH�OLTXLGLW\�RI�WKH�

relocated�¿rms�is�statistically�signi¿cantly�lower�
than�the�liquidity�of�all�the�comparable�¿rms�for�
WKH�ZKROH�VDPSOH�DV�ZHOO�DV�WKH�PDQXIDFWXULQJ�

DQG� VHUYLFHV� VXEVDPSOHV�,Q� WKH� VDPSOH�� WKH�

liquidity�of�the�services�sector�¿rms�are�slightly�
lower�(0.0023)�than�the�liquidity�of�all�¿rms�in�
WKH� VHFWRU� LQ� RQH� \HDU� SULRU� WR� UHORFDWLRQ� DQG��

������� ORZHU� LQ� WZR� \HDU� SULRU� WR� UHORFDWLRQ��

:LWK�WKH�PDQXIDFWXULQJ�VHFWRU��WKHUH�LV�D�������

DQG�������ORZHU�LQ�RQH�\HDU�SULRU�WR�UHORFDWLRQ�

DQG� WZR�\HDU� SULRU� WR� UHORFDWLRQ�� UHVSHFWLYHO\��

Lower� liquidity� reported� for� relocation� ¿rm�
VXJJHVWV� WKDW� D� VKRUWDJH� LQ� FXUUHQW� DVVHWV�

PD\� OHDG� WR� DQQRXQFHPHQWV� RI� KHDGTXDUWHUV�

UHORFDWLRQ�

���&rQFoXvlrQv
This� paper� examines� the� stock� market’s�

UHDFWLRQ� WR� ��� UHORFDWLRQ� KHDGTXDUWHU�

DQQRXQFHPHQWV�� 8QOLNH� SUHYLRXV� VWXGLHV�� QR�

statistically� signi¿cant� reaction� by� the� stock�
PDUNHW� WR� DQQRXQFHPHQWV� RI� KHDGTXDUWHU�

UHORFDWLRQ� LV� IRXQG�� $GGLWLRQDOO\�� QR�

statistically� signi¿cant� evidence� has� been�
SURYLGHG� RQ� WKH� K\SRWKHVL]HG� UHODWLRQVKLS�

between� shareholders’�wealth� and� the� sector�

of�the�economy�that�the�relocated�¿rms�belong�
WR��)XUWKHU�DQDO\VLV��KRZHYHU��UHYHDOV�WKDW�WKH�

past�¿nancial�performance�plays�an�important�
UROH�LQ�WKH�GHFLVLRQ�WR�UHORFDWH��7KH�UHORFDWLRQ�

¿rms� tend� to� have� a� signi¿cantlyworse�
¿nancial� indicators� in� comparison� with� the�
¿rms�in�the�same�sector�of�the�economy�in�two�
\HDUV�SULRU�WR�UHORFDWLRQ��7KHUHIRUH��WKH�ZRUVH�

¿nancial� performance� a� ¿rm� has� been,� the�
higher�the�likelihood�that�the�¿rm�will�move�
LWV�KHDGTXDUWHUV�LQ�WKH�IXWXUH��

Speci¿cally,�a�¿rm�will�change�the�location�
RI� LWV� KHDGTXDUWHU� ZKHQ� LWV� VWRFN� KDV� D� ORZ�

liquidity�level.�This�result�suggests�that�¿rms�
PLJKW�ORRN�IRU�DQLPSURYHPHQW�LQ�WKHLU�OLTXLGLW\�

OHYHO�E\�FKDQJLQJ� WKH�KHDGTXDUWHUV� WR�D�QHZ�

ORFDWLRQ�� 0RUHRYHU�� LQ� WKH� PDQXIDFWXULQJ�

sector,�relocation�¿rms�have�a�lower�ROE�and�
KLJKHU� '�(� UDWLR� FRPSDUHG� WR� WKDW� RI� RWKHU�

¿rms� in� the� same� sector.�Low� rate� of� return�
RQ� WKH�RZQHUVKLS� LQWHUHVWV� DQG�KLJK� OHYHO� RI�

OHYHUDJH�PLJKW�EH�LPSRUWDQW�IDFWRUV�DIIHFWLQJ�

WKH� GHFLVLRQ� WR� UHORFDWH� RI� PDQXIDFWXULQJ�

¿rms,�especially�when�these�¿rms�can�reduce�
RSHUDWLQJ� FRVWV� RU� WR� LQFUHDVH� SURGXFWLRQ�

ef¿ciency�by�moving�their�headquarters.q�
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