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Impact of Business Diversification Strategy on Firm
Performance of Post-IPO Ventures in Korea
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Abstract

This study analyzes the effects of diversification on business results and enterprise values of KOSDAQ-listed venture companies to
inquire into the effective diversification strategies of venture companies after an initial public offering (IPO). In particular, this study used
the Berry-Herfindahl index as a proxy variable regarding the level of diversification of venture companies, and categorized the
diversification methods into M&As, strategic partnerships and establishment of subsidiaries to analyze the effects of the mutual interaction
among such methods. The following is a summary of the results of the analysis. First, diversification did not have any statistically
significant effects on business growth. However, it was found that there was an inverted U-shaped relationship between diversification and
the profitability of the company. Second, although no statistical significance was found between enterprise values measured based on
diversification and market value, a U-shaped relationship or positive relationship was found. Third, M&As were found to moderate the
relationship between diversification and business results and enterprise values. Fourth, strategic relationship and establishment of
subsidiaries was found to moderate the relationship between diversification and the profit results of the company. Based on the above

findings, this study discovered the practical implications regarding the diversification of venture companies after listing on the KOSDAQ.

Key Words: Venture Firms, Diversification Strategy, M&A, IPO, KOSDAQ

* First author, Senior Value Provider, Department of MoT, Technovalue, wjkang@technovalue.com.
** Second author, Professor, Department of Management, Kwangwoon University, bhlee@kw.ac.kr.
**% Third author, Ph. D. Candidate, Department of Management, Kwangwoon University, oh@hanseo.com.

HNFYRST M8A M22 (33282) 33



