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An Empirical Study of the Effects of Non-relative Diversified Operation
on Investment Decisions

—A Financing Constraint Perspective

Zhou Jie1 Xue Youzhi2

(1. The Research Center of Corporate Governance , Nankai University, Tianjin 300071, China ;2. The

Research Center of Corporate Governance , Nankai University, Tianjin 300071, China)

Abstract: Based on a sample of listed manufacturing companies in China, this paper studies the effects
of non-relative diversified operation on investment decisions from the perspective of financing constraint.
We draw conclusions that the sample companies’ investment decisions are significantly sensitive to the
net cash flow generated in the operation activities, manifesting a tendency of “insufficient investment”;
moderate non-relative diversification can alleviate the occurrence of this problem; and that when a
company has an inproportionate number of business units, it will face a more intensified financing

constraint problem, and its investment decisions are more sensitive to the cash flow.

Key Words: non-relative diversified operation; investment decisions; financing constraint
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