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An Empirical Study on the Spin-Off into Internet Business
- Emphasis on Factors, Expected Benefits, Strategies -

Kun-Chang Lee, Nam-Ho Chung, Kwangmi Ahn

Recently, a lot of companies infend to make spin-offs as the Infernet usage is proliferating in the business
area. A spin-off means a small but autonomous cormpany which is thought to show higher profitability rather
than it stays under the influence of a mother enterprise. To prove our hypotheses, we collected questionnaire
data from 104 companies considering spin-offs, From experiments with Factor Analysis, we found that there
exist four factors which decision-makers should consider before deciding spin-offs such as competence of
unit, competence of mother company, competence of spin-off company, and support of mother company.
After massive experiments with Regression Analysis we dliso found that there are significant three performance
factors such as competence of unit, competence of spin-off company, and support of mother company.
The survey also asked aboutf three potential strategies that they may have been following for achieving
business objectives: Cost leadership, Focus, and Differentiation, Six benefits factors emerged from this study:
External competitiveness, Intemal competency, Productivity, Change, Cost saving, and Improvement. External
competitiveness was the most important benefit, and it predicted a Differentiation and Focus sfrategy.
Productivity and Improvement also predicted a Differentiation strategy. Extemal competitiveness, Change,
and Cost saving predicted a Cost leadership strategy. However, organizations followed Differentiation and
Focus strafegies significantly more than Cost leadership. The assessment thus sheds light on the link between
information strategy and spin off. We hope that based on our resulfs, many companies considering a spin-off
can make a right decision and expect higher performance in a turbulent business environment.
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