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Abstract Several empirical studies on diversification research have failed to prove a meaningful
relationship exists between diversification and performance. Existing studies have criticized
methodological issues, whereas we focus on how diversification is connected to performance. Survey and
financial data obtained from 263 subsidiaries of the top 30 Korean business groups were used to analyze
the sequential relationships between diversification, inter-SBU similarity, resource sharing, and
performance using path analysis, which was also used to compare results with the simplified relationship
between diversification and performance. According to our empirical results obtained using a simplified
model, neither related nor unrelated diversification significantly affected performance. However, the
sequential model showed related diversification positively affected inter-SBU similarity, and unrelated
diversification negatively affected inter-SBU similarity. Also, inter-SBU similarity positively affected
resource sharing, and resource sharing positively affected performance. The present study highlights a
limitation of the existing premise that diversification is destined to create or renounce synergy and
suggests that a situational approach is required for discussing diversification and its performance. We
argue that inter-SBU similarity is independent of diversification, but we need a further investigation on
if resources are shared only in high level of inter-SBU similarity.
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Table 1. Descriptive Statistics & Correlations
Variables | Mean | SD 1 2 3 4

ILRD | 027 |o0.21

2.UD | 1.28 [0.46]| 0.237

3.1R 0.40 [0.32| 0.08 | -0.26"

4RS | 3.74 [1.11] -0.08 | -0.10" | 0.10

5.PF 433 |0.87|-0.11"| -0.06 | 0.06 0.26"
1. " p0.10, = p<0.05, "t p<0.01, " p<0.001

-0.102(-1.619)

-0.037(-0.582)

Fig. 1. Path Model & Test Results for H1

Table 2. Path Analysis Results for H1

H Path Estimate| S.E C.R |p-value| Result
1-1 RD—PF -0.102 | 0.063 | -1.619 | 0.106 -
1-2| UD—PF -0.037 | 0.063 | -0.582 | 0.561 -

01512484y
0261(4.376"

-0.289(-4.769)

Fig. 2. Path Model & Analysis Results for H2~H4

Table 3. Path Analysis Results for H2~H4

H Path Estimate | S.E C.R | p-value | Result
2a| RD—IR(+) 0.151 0.061 | 2.484 0.013 | Accept
2b| UD—IR(-) | -0.289 | 0.061 | -4.769 sl Accept
3| IR-RS® | 0.101 |0.061 | 1.648 | 0.099 | Accept
4 | RS—PF(+) 0.261 | 0.060 | 4.376 ks Accept
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