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Corporate Diversification Discounts: Rent Seeking
and Investment Misallocation

HAN Zhong-xue,ZHU Rong-lin

(Management School of Shanghai Jiao Tong University, shanghai 200030, China)

Abstract: Diversified firms often trade at discount with respect to their
focused counterparts. Although there are many reasons, it is an important
cause that division manager’s rent seeking leads to resource misallocation.
By building a model, this paper confirms that diversified firms trade at dis-
count and explores some important factors related to this discount phenome-
non.

Key words: rent seeking; internal capital market; agency problem; dis-

counts
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