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<E 4> Ch2tst 2T} 6| E A ot
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F-3t 6.384""
FRARAS 0.013
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Abstract

Diversification and Cost Stickiness Behavior

Chi, Sung-Kwon"

This study purposes to analyze how the level of diversification affects
cost stickiness behavior. Specifically, we document that cost stickiness
behavior is bigger in case of firm with a high level of related diversification.

The purpose mentioned above are empirically tested using 1,508 firm-year
data listed on Korea Stock Exchange from 2000 to 2009 and regression
analysis methods were used for the analysis of the research hypotheses.

The following are the results of this study :

First, the increase in SG&AC(selling, general and administrative costs) as
sales increases is greater than the decrease in SG&A in respect to the
equivalent decrease in sales.

Second, cost stickiness behavior is bigger in case of firm with a high
level of diversification. Also, cost stickiness behavior is bigger as the level
of related diversification increase. These results imply that the level of

diversification effects on the cost stickiness behavior.

Key Words : Cost Stickiness Behavior, Diversification, Related

Diversification,
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