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Abstract

Whether a company is filed under an application industry
or under a base capability determines which peers it is
measured against, which language the investment
committee uses, and how much deviation it is allowed. This
paper argues that in the primary market, classification is
not the background to pricing; classification is itself a
pricing device. By the time price is discussed, half the
outcome has already been fixed by the filing. It answers two
founder questions: why identical data draws opposite
reactions from different investors, and whether a company
should contest its own category.

The mechanism comes from two literatures that rarely
meet. One is categorisation research in organisational
sociology: objects that span two categories are
systematically discounted, because evaluators' cognition
and their own professional division of labour both run by
category. The other is comparable-company valuation in
accounting and finance: changing the peer set changes
valuation error and multiples materially, and peer sets are
usually copied straight from an industry taxonomy. From
both ends the same point emerges: the bucket picks the
ruler, and the ruler picks the number.

Evidence comes from three public classification systems
anyone can download. Counting line by line from the official
files, their finest levels hold 1,012, 83 and 173 categories
respectively, a twelvefold spread in resolution over one
economy. A seam is then quoted verbatim from the official
definitions: one physical device class falls into two
categories that already diverge at the four-digit level, solely
according to whether the variable it measures is pressure.

No company is named anywhere.

A self-audit table follows: twelve externally observable
signals, each with the bucket it points to and how to verify
it. The claim is stated as a falsifiable proposition, with four
boundaries.

Keywords: primary market; industry classification;
categorisation; comparable-company valuation; peer set;
taxonomy; hard technology
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