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Abstract

Although the issue of diversification has been widely considered and researched, there are still
fundamental differences in the relationship between diversification and firm performance. Therefore,
in this study, focusing on the role of information asymmetry, the basic mechanism of the relationship
between diversification and the performance of firms listed on the Tehran Stock Exchange has been
investigated. For this purpose, 110 firms during the years 2011 to 2019 were selected as a statistical
sample to test the hypotheses. The econometric approach used in this study was GMM and the Sobel
test was used to test the mediation hypothesis. The results of this study showed that diversification has
a negative and significant effect on performance. However, no evidence was found that diversification
has a significant effect on information asymmetry, and was not confirmed the mediating role of
information asymmetry in diversification and performance. In other words, the results of this study,
while confirming the effect of agency theory, do not confirm the information effect of diversity.
Therefore, according to the results of this study, diversification can be a destructive strategy of
corporate performance, and this issue requires more attention of corporate governance legislators to
monitor the behavior of managers.
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