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Abstract

The recent surge in hotel deals poses one of the primary interests that represent the hotel sector
today; growth in profits and penetration of hotel rooms in the market. The primary objective of this
study was to investigate the determinants of firm value in the hotel sector, and ultimately to see
whether hotel chains are enjoying benefits gained through expansion.

Firm values hereby are defined as those taken from extant literature; Tobin’s Q and Return on
Equity (ROE). Key determinant factors were also taken from past researches, mainly those on within
industry diversification, economics of scope, economies of scale and also the decision on entry mode,
where the resource based view of the sector weighs on the strategies decided upbn the hotel’s
expansion.

While there are several ways in which a hotel can be operated, this study focuses on global
hotel chains developed by hotel operators, as the operators themselves usually have comumand of the
chain and its brands. Using the random effect regression model on panel data of 39 publicly listed
hotel chains, the study analyzed how the increase in number of countries, brands, hotels, and the
difference in contract types (entry or operation modes) would impact firm value. Additionally, the
interaction effect of years of experience and loyalty programs were tested to see whether such
variables would also act positively on firm value.

Results show a curvilinear (U-shaped) relationship for number of countries and hotels, and an
inverted U-shaped relationship for number of brands. This suggests that the number of countries and
hotels will first react negatively on firm value but would change to a positive curve as the numbers
continue to grow. Brands on the other hand will first act positively to firm value but would turn
negative if expansion continues. The relationship between contract types (entry or operation modes)
and the interaction effect of years of experience and loyalty programs were found to be insignificant.
Implications for the hotel sector is also discussed.
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DISCLOSURE STYLES OF JAPANESE FIRMS
AND THEIR COST OF EQUITY CAPITAL

Analysis of Disclosure Scores and Earnings-Price Ratio

35142478-1 MARIKO YASU

GLOBAL STANDARD FINANCE STRATEGIES
CE. PROF. NOBUHIKO HIBARA
D.E. PROF. SHIGERU NISHIYAMA

Summary

Corporate communication and disclosure is an issue being discussed more often and more
widely in Japan, with the government seeking to revive the nation’s economic growth through
improved and meaningful dialogue between companies and investors. Although public companies
are increasing their efforts to communicate better with investors, they are also uncertain whether
their investor-relations efforts are actually leading to an increase in corporate value.

This study provides some preliminary evidence for the types of disclosure that work more
efficiently than others to reduce a firm’s cost of equity capital. Although there are several earlier
empirical studies on Japanese firms that show the negative association between disclosure levels and
the cost of capital, none offers the insights into styles of, and approaches to corporate disclosure,
which are provided in this paper.

Regression analyses presented in this paper show that a firm can reduce its cost of capital by
increasing levels of investor-relations activities in two fields - the involvement of top management in
investor-relations activities and the disclosure of information on corporate governance structure,
capital policy and long-term management goals.

The magnitude of these effects are such that a one-unit difference in disclosure score given to
a firm on top management’s involvement is associated with a difference of approximately 11 basis
points in the firm’s cost of equity capital. Similarly, a one-unit difference in the disclosure score
given to a firm on corporate governance is associated with a difference of about 28 basis points in
the firm’s cost of equity capital. )

These findings suggest that companies should seek greater involvement of top management
in investor-relations activities, and improve disclosure of information on corporate govemance
structures, capital policy and long-term management goals, rather than increasing the amount of data
on their earnings to provide to investors. This paper’s results also show that information disclosure
reduces the cost of equity capital more effectively in the oil and mining industry and the
pharmaceutical industry, than in other industries.

The analyses and results outlined here are based on examination between 2010 and 2015 of a
limited number of Japanese public companies with relatively large market capitalizations. The
sample companies are from nine industries, namely chemicals, pharmaceuticals, oil and mining,
metals, electronics and precision equipment, automotive, transportation, communications and retail,
so the results cannot be generalized to industries other than those listed as above, or to firms with
small market capitalizations.
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