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Abstract 
The Nordic media market has since the end of the 1990’s experienced a 
number of consolidations and the market has become increasingly inte-
grated. Some companies within the market are diversified, meaning they are 
involved in many different kinds of businesses, while other are focused, 
which implies that they are focused on one business segment.  

Different research views explain different motives for diversification. The 
resource view explain diversification by claiming that a company having 
underused resources needs to profitably employ them elsewhere in order to 
expand. The agency view explains diversification with the agent’s different 
incentives compared to the principal. The market power view implies that 
by having more resources a company can strengthen its competitiveness. 
Furthermore, there may be financial and synergetic motives behind diversi-
fication. 

This thesis investigates the relation diversification has with size, sales 
growth, financial efficiency ratios, and stability. By doing this we can ex-
plain the motives behind diversification in the Nordic media market through 
using existing theories and hence applying a deductive research approach. 
The thirty largest media companies in the Nordic media market were ana-
lyzed.  

The degree of diversification had a positive relationship with the total reve-
nue of the investigated firms. Furthermore, diversified firms on average had 
higher revenues than its focused counterparts. The more diversified the 
firms are the higher sales growth they have and diversified companies had a 
higher average sales growth than the focused firms. A higher degree of di-
versification did not increase the firms’ financial efficiency and diversified 
firms did not have a higher average efficiency. However, one of the meas-
ured ratios, ROA, was higher for focused firms. Based on knowledge gained 
from portfolio theory we believed, before conducting the statistical analy-
ses, that a higher degree of diversification would stabilize the cash flows for 
the investigated companies. However, no statistical evidence was found 
supporting that a higher degree of diversification would improve cash flow 
stability.  
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1   Introduction 

1.1 Background 
The total Nordic media market is growing and was 1998 worth 14.4 billion USD 
and by per capita expenditure was 600 dollar. Year 2003 these figures had risen 
to 29 billion USD or 1160 USD per capita (Amadeus, 2005). This is to some ex-
tent due to the abolishment of the monopoly of television and radio in the Nor-
dic market during the early 1990’s, which led to a number of commercial chan-
nels entering the market making it more competitive. The largest Nordic media 
company today by turnover is the Finish SanomatWSOY followed by Swedish 
based Bonnier AB (Amadeus, 2005). 

Media markets tend to share two common features. Firstly, they are often highly 
focused. Secondly, what distinguishes media industry from many other industries 
is that they operate simultaneously in two sub-markets. They do not only sell 
their products to readers, listeners or viewers, they also sell advertising space to 
other firms (Häckner & Nyberg, 2000).  

The Nordic media market has faced a number of mergers and acquisitions during 
the late 1990’s and early 2000’s, and thus, experiencing a consolidation trend. 
The most important ones are the 1998 formation of Bonnier AB by a fusion of 
Bonnierföretagen AB and Tidnings AB Marieberg; 1999 was SanomaWSOY cre-
ated by a merger of Sanoma, Helsinki Media, and WSOY. In late 2000 the largest 
media company in Norway, Orkla Media, acquired the Danish newspaper Det 
Berlingske Officin; in 1998 Aamulehti and MTV fused to form Alma media (Nor-
dicom, 2005). Bonnier AB, the largest Swedish media company, who held a 33.1 
percent stake in Finnish Alma media, acquired the broadcasting unit of Alma Me-
dia in 2005 for 460 million euros together with the investment fund Proventus AB 
(Koza, 2005). Furthermore, in January 2003 Danish Jyllands-posten and Politikens 
hus merged (Nordicom, 2005). The consolidation trend within the media industry 
is far from isolated to the Nordics. This trend is going on in other places of the 
world, such as Sony corp’s acquisition of Columbia pictures and the merger of 
Time Warner and Turner Broadcasting System (Potter, 2001). Moreover, in 1999, 
Viacom announced its gigantic merger with CBS, which included television net-
works, TV and Radio stations, Internet sites, theme parks, etc. In total, merger 
deals during the 1990’s were worth over $300 billion (Croteau & Hoynes, 2001). 

The consolidation vogue is taking the Nordic media region towards an increasing 
integration of the market. The same players recur in the different countries, sev-
eral national television services are outgrowths of essentially the same concept, 
some magazines titles recur throughout the region, and so forth. The trend to-
wards an increasing “Pan-Nordic” market is accelerating (Harrie, 2003). There is 
hardly any non-Nordic actor in the Nordic media market today. Out of the top 25 
media companies in the Nordic market there is only one non-Nordic, SBS Broad-
casting (Nordicom, 2003). 

The media firms are not only expanding their business into new geographical 
markets they are also increasing their presence in new business segments, so 
called product diversification. Bonnier’s acquisition of Alma Media’s broadcasting 
unit increased the diversification of their business. In the Nordics some media 
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companies are diversified meaning that they are involved in different types of 
media, e.g. publishing, broadcasting etc. Some are not diversified at all meaning 
that they are only involved in one type of media, e.g. only publishing or only 
broadcasting. Scholars explain different incentives for diversification (Amit & Liv-
nat, 1988; Grant 1998; Jung, 2003; McCutcheon, 1991; Montgomery, 1994; 
Scherer, 1980; Sambharya, 2000). For example: the market power view, the re-
source view, and the agency view explain three main incentives to diversification 
(Montgomery, 1994).  

1.2 Problem Discussion 
Some companies within the Nordic media market are diversified, some not. We 
will in this thesis focus on the product diversification in the Nordic media indus-
try. There are three types of product portfolio strategies. A company having fo-
cused business strategy does not have any product diversification at all. Using re-
lated diversification implies having a product portfolio containing different prod-
ucts within the same industry. When using unrelated diversification, companies 
have a product portfolio containing products from different industries.  

According to Montgomery (1994) a diversification explained by the resource view 
implies that the company has excess resources that can be profitably employed 
in other businesses, while the market power view implies that diversification 
strategies gain better market power compared to competitors. By gaining market 
power a media firm having a large audience share may be able to command a 
premium in the cost-per-thousand rates that they charge advertisers. Another ap-
proach to create value by gaining market power is the strategy of vertical integra-
tion. For media firms it is possible to integrate the stages in the vertical supply 
chain, which includes content creation, packaging and distribution (Doyle, 2002). 
Early studies (Levy & Sarnat, 1970) showed that, under acceptable assumptions 
about financial markets, there are no economic motives for unrelated diversifica-
tion. Later studies however (Galai & Masulis, 1976), have shown that if one intro-
duces some frictions into the financial markets such as bankruptcy costs and 
taxes, there may be financial motives for non-synergistic mergers. There exist 
many contradictory findings on diversification-performance relationship, mostly 
so due to different time frame, different measurements on diversification and per-
formance (Sambharya, 1995). 

Perhaps, unrelated diversification acquisitions like Bonnier’s recent acquisition of 
TV4 will not increase their profitability but on the other hand increase their mar-
ket power in the Nordics. Within the world media market, unrelated diversifica-
tion or focused business strategies seem to provide the firms with a larger portion 
of revenues, and EBIT1, more than for a related business diversification. How-
ever, an unrelated business strategy or focused strategy seem to decrease vari-
ables measuring management effectiveness or profitability (ROS, ROA, ROE)2 
while related diversification strategies pay off better on financial efficiency ac-
cording to Jung (2003). However, former research by Markham (1973) found that 

                                       
1 Earnings Before Interests and Taxes  

2 Return on sales, return on assets and return on equity 
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profitability of diversified firms is similar to profitability of undiversified firms. 
This contradiction from different research makes it interesting to test how diversi-
fication on the Nordic media market affects the firms’ financial status and, hence 
their performance.  

Another reason to use a diversification strategy is the same that has its’ base in 
portfolio theory. Through diversification of products, portfolio risk will be re-
duced on the conditions that one should not “put all eggs in one basket” (Evans 
& Archer, 1968). However, if using a related diversification strategy the systematic 
risk connected to a certain industry will still be present (Vogel, 2004). For this 
reason, the media firms may through diversification accomplish a more stable 
stream of cash flows. The more media markets consolidate, the less views and 
opinions are given to the audience. Therefore, consolidation within the media 
industry is also a question of democracy (Netanel, 2000; Chan-Olmsted & Chang, 
2003). However, media firms like any other firm have the right to seek profits, 
which is the logic of commercial markets (McManus, 1994). Based on this as-
sumption and the fact that the Nordic media market becomes more consolidated 
in terms of diversified companies, it will be interesting to test if diversification is 
positively correlated with firm performance in the Nordic media market.  

1.3 Purpose and Research Questions 
The purpose of this thesis is to investigate the financial impact of diversification 
among the 30 largest Nordic privately owned media firms.  

1.3.1 Research questions 
In order to thoroughly answer our purpose of this thesis we developed three re-
search questions: 

• RQ1: What is the degree of diversification’s (The Berry-Herfindahl-index3) 
financial impact on Nordic media firms? 

• RQ2: What is the grouping’s (I.e. focused vs. diversified) financial impact 
on Nordic media firms? 

• RQ3: How is financial stability affected by the degree of diversification, in 
terms of operational cash flow? 

These research questions will be explained later on in section 3. 

1.4 Definitions and Delimitations 
We are delimitating the thesis to privately owned media companies. The state 
owned media companies4 are not competing on the same conditions. We will ex-
clude foreign owned media companies; since there is only one (i.e. SBS Broad-
                                       
3 Berry-Herfindahl-index: a measure between 1 and 0, where 1 is perfectly diversified and cero is 

not diversified. 

4 E.g. Sveriges Television, Sveriges Radio, TV 2 Norge, TV2 Danmark. 
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casting), and because it is part of a larger organization it is difficult to find accu-
rate financial information in order to analyze it. We are also delimitating the 
population to the 30 largest companies in the market.  

Whether the companies are listed or not on the stock exchange will not be taken 
into consideration. The reason for that is the limited time and resources available.  

By media we in this thesis refer to a channel of information to a large number of 
people. A media company is hence a company providing information through 
radio or TV broadcasting, cinema, newspapers, magazines or internet (Stora 
Svenska ordboken, 1998).  

By the Nordic media market we refer to the Swedish, Finnish, Norwegian and 
Danish media markets. We have chosen to exclude Iceland, Greenland, and the 
Färö Islands, due to the relatively small size and that no one of the largest com-
panies are representing these regions.  

All throughout this thesis will use the terms: firm, corporation and company in-
terchangeably, for the convenience.  

Whenever we are using diversification we relate to product diversification and 
not to geographic diversification. It is not our aim to investigate the geographical 
scope of the Nordic media companies operations.  
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2 Theoretical Framework 

2.1 Diversification and Portfolio Theory 
We will start the theoretical framework by presenting an analogy to product and 
market diversification; the portfolio theory. We feel the urge to reflect upon one 
of the corner stones within financial theory.  

The portfolio theory aims to reduce risk by spreading the investments into a vari-
ety of securities and consists basically of two main components, the systematic 
risk, i.e. the market risk, and the unsystematic risk, i.e. the individual security 
risk. (Eiteman, Stonehill & Moffett, 2004):  

If the individual securities are increased the portfolio reduces the unsystematic 
risk. It is the same logic as “don’t put all eggs in the same basket”. If investors 
decide to widen their portfolio into the international market the risk will be 
spread over a larger number of assets. If a security is denominated in foreign cur-
rency the investor has actually purchased two assets, the currency of denomina-
tion and the asset acquired with the currency, two assets in respect of returns 
and risks (Eiteman, et al., 2004).  

Now, if we consider product and market diversification as pure portfolio theory, 
the diversification strategy would hence be to reduce corporate overall risk. 
However, the inherent risk (i.e. the systematic risk) in the industry as a whole 
cannot be diversified away (Vogel, 2004). There are a number of other more 
likely reasons for diversification, other than lowering the financial risk. We will 
now discuss different motives behind diversification.  

If diversified firms have lower risk than their counterparts in the market, do they 
also induce lower returns? Bowman’s paradox (Bowman, 1980) state that firms 
with high returns can have low risk. With this paradox in mind we attempt to 
explain that diversifying firms are not the same as diversify the investment portfo-
lio on the financial markets.  

2.2 Product Diversification and Geographic Diversification 
When a firm decides to expand trough entering new markets or expanding the 
business from a single product industry to a new industry the firm is adopting a 
corporate diversification strategy (Hitt, Ireland & Hoskisson, 2001).  The reasons 
for a firm to pursue a diversification strategy are various; however, the majority 
can be derived from the will to increase competitiveness (Jung, 2003).  

There are two main types of diversification; product and geographic diversifica-
tion. These two types can further be divided into related and unrelated diversifi-
cations. Earlier studies on diversification focused nearly exclusively on unrelated 
product diversification (Vachani, 1991). In this thesis we will not focus on geo-
graphic diversification, since it is the magnitude of businesses and industries and 
its effect on performance that we aim to examine. Hence, the geographic scope 
of a company’s operations will not be taken into consideration.   
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2.3 Why Do Firms Diversify? 
There are many possible motives behind diversification strategies (Amit & Livnat, 
1988; Grant 1998; Jung, 2003; McCutcheon, 1991; Montgomery, 1994; Scherer, 
1980; Sambharya, 2000) and due to the nature of the intended problem with the 
thesis we aim to discuss the motives related to competitiveness and performance. 
Furthermore, after reading many different views upon diversification motives, we 
decided to categorize them under three different main motives, or views, based 
upon Montgomery’s (1994). We are also including the financial view and the 
synergetic view (Amit & Livnat, 1988) due to its difference from the other three 
views, and that Montgomery (1994) lacks these perspectives. The financial view 
adopts pure financial motives i.e. financial risk reduction, while the synergetic 
view has its foundations in the synergy creation that may explain the decision to 
diversify. We will also complement the perspectives with other linked to the 
categories.  

Montgomery (1994) points out that there are a lot of arguments why firms might 
want to diversify. She provides us with three perspectives on diversification, the 
market power view, the resource view, and the agency view. The two first views 
are both consistent with profit maximization, but only the latter embraces the use 
of resources. The third is of managerial nature and neither profit nor efficiency 
maximization. We also aim to use Montgomery’s (1994) perspectives in order to 
classify the motives behind diversification, other researchers have examined the 
three views and we attempt to give the reader a summery of the perspectives.  

2.3.1 The market power view 
Conventional wisdom suggests that the bigger the company the more resources it 
controls, hence it should perform above average in an industry. This wisdom is 
in line with the resource-based view, which states that bundled resources and 
capabilities that are aggregated over time also underpin a company’s competitive 
advantages (Barney, 1991; Grant 1990).   Diversified firms are not more efficient 
than other firms; they have Conglomerate Power, which make them thrive on 
their diversity (Hill, 1985). According to Gribbin (1976) a firm will not have con-
glomerate power if it does not hold significant positions in a number of markets. 

Firms widening the scope to other businesses mostly do so for anti-competitive 
reasons. Montgomery (1994) explains three possible sources for the market 
power view: 

1. Cross-subsidization, a firm may use its excess profit from one business to 
enter in another, and hence give this new venture an advantage (e.g. 
Scherer, 1980). 

2. Mutual forbearance, companies can meet on another market to compete 
less severely (e.g. Montgomery, 1994). 

3. Reciprocal buying, large and diverse firms can also buy reciprocally in 
other markets to seal competition from smaller competitors (e.g. Grant, 
1998). 

 
Lindström (2005) high lights the anti-competitive actions often associated with 
motives for diversification. The diversified companies are able to exploit, extend, 
or defend their power by strategies and tactics. 
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Montgomery (1994) reveals that it has rather been the consequence of diversifica-
tion than the cause of it that most authors, that embrace the market power view, 
tend to describe. They merely touch upon if diversification is efficient or not, and 
less effort is put on what motivations that lie behind it. She also reveals that the 
market power view suggests a positive relationship between diversification and 
firm performance. It is more the power itself that makes the company perform 
better. 

In conclusion the market power view is not thought of as to increase efficiency, 
corporations diversify to gain market power, and thereby earn profits. 

2.3.2 The agency view 
Berle and Means (1932, in Montgomery, 1994) discuss the separation of the prin-
cipal and the agent of the firm. The assets of a firm appear to be more in the 
hands of the managers when there is no significant ownership stakes, and these 
managers seem to pursue value-reducing activities to strengthen their own inter-
est (Mueller, 1969). 

There exist a number of motives behind diversification from an agency perspec-
tive. That will mostly not benefit the principal. The reason for this is the separa-
tion between the owner and the manager, where the manager does not own any 
equity. This is also consistent with Sambharya’s (2000) motive for diversification 
that it may reflect top managements aspirations and goals. Four main reasons for 
managers to diversify the company are sorted out: 

1. Empire building, the managers diversify in order to create their own em-
pire (Montgomery, 1994). 

2. Managerial entrenchment, Managers will diversify into markets or products 
in a way that increases the demand for their skills and abilities (Schleifer & 
Vishny, 1989). 

3. Risk reduction, managers try to reduce their employment risk by diversify-
ing into different markets and products and thereby make the organization 
less dependent on a single market. The basis of portfolio theory that states 
that a firm should not put all egg in one basket (Amit & Livnat). 

4. Free cash flow theory; instead of paying stake owners the managers spend 
the excess cash flow on acquisitions (Jensen, 1986). The reason for this is 
that in the beginning of the firms life cycle there are lot of profitable op-
portunities for reinvestments, however, when the firm becomes mature 
these opportunities become more scarce and hence the cash flow from 
earlier innovations are being used for opportunistic diversification (Muel-
ler, 1972). 

It can be suggested that the agency view on diversification has no motives for 
value maximization and increasing profits. Overall conclusion of the agency the-
ory is that it rather decreases the value of the firm than increases it, due to the 
so-called agency cost. 
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2.3.3 The resource view 
The resource view on diversification has its origins in the resource-based view, 
which acknowledges the firms-specific resources (Chamberlin, 1933; Robinson, 
1933), and later developed by Penrose (1959) who added the growth of the firm. 
Growth stems from the heterogeneous resources a firm possesses rather than 
from market and industry-specific factors. When a firm has underused resources 
that can be profitably employed, it also has an incentive to expand (Penrose, 
1959). Furthermore, diversification is driven by the need to use these excess re-
sources (Caves, 1980). In order to grow the firm needs to specialize and the prof-
its or resources from the successful growth will be underused and eventually 
used to grow by diversification. This process is called the vicious cycle, which 
states that specialization provokes diversification (Penrose, 1959). However, 
unless the unused resources cannot be effectively sold in the market the diversi-
fication will never take place (Teece, 1980).  

Collis and Montgomery provide two main miscalculations when diversifying on 
the basis of excess resources:  

1. Overestimation of the transferability of specific resources 

2. Overestimation of the value of very general resources in creating a com-
petitive advantage in the market.  

Firms are different and therefore different optimal levels of diversification for 
profit maximization. Montgomery and Wernerfelt (1988) state that a firm with less 
specific resources has more to gain from diversification, while the level of spe-
cific resources increases the firm has more to gain from less diversification, this 
relationship is illustrated below in figure 2-1. 

 

Type of 
Resource 

Optimal Extent of 
Diversification 

Expected Firm 
Performance 

Generic High Low 

Special-
ized 

Low High 

Figure 2-1, Type of Resource, from Lindström (2005) 

During the 1990’s firms have divested parts of their business and, hence, the con-
cept of “return to the core” has developed (Montgomery, 1994). However, diver-
sification still is an ongoing process in most industries, and is therefore interest-
ing to examine the relationship between diversification and performance.  

Rajan, Servaes and Zingales (2000) has contributed with a model on diversifica-
tion. If the level of resources and opportunities are similar, funds will be trans-
ferred to the divisions with highest efficiency. However, if the level of diversity 
between divisions increases the funds will be taken from the division with good 
efficiency and be transferred to divisions with poor efficiency, leading to poorer 
overall efficiency.    
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The theory of resource view suggests that diversification should yield in greater 
profits. However, this is only true to a certain extent since transaction costs will 
eventually raise corporate governance costs and thereby reduces profits (Jones & 
Hill, 1988).  

2.3.4 The financial view 
This motive is based on the fundamentals in portfolio theory, that of “one should 
not put all eggs in one basket”. If cash flows from individual operations in a firm 
are not perfectly correlated the risk can be reduced by diversification (Amit & 
Livnat, 1988). This assumption is however criticized by many authors who say 
that a firm should not diversify if no operational synergies are to expect (e.g. 
Levy & Sarnat, 1970).  

2.3.5 The synergetic view 
Synergy occurs when the sum of all businesses together equals more than the 
sum separately (Hitt et al., 2001). Amit and Livnat (1988) argue that diversification 
into related businesses may augment the market power of the diversified com-
pany which in turn may help the company enhance its long-term strategic posi-
tion. This is also supported by theoretical assumptions presented earlier by 
Montgomery (1994), however little practical evidence confirms the theory. Syner-
gies are of great importance when firms diversify. Another characteristic of syn-
ergy considering media conglomerates is that they have the financing resources 
smaller firms do not have. This in turn leads to cross-promotion, the media con-
glomerates can develop promotional projects smaller competitors cannot match 
(Jung, 2003). 

2.4 Links between the Perspectives 
There are many different views on diversification and it is a tough quest to em-
brace them all, if not impossible. That is not our intention to address every ap-
proach to diversification either. Our intention is to give the reader some under-
standing of the different views that is used to describe the motives behind diver-
sification. Each view has their strength and shortcomings. The resource view and 
the market power view both seek to maximize profits. However, the resource 
view describes diversification from firm-specific internal factors, whereas the 
market power view examines the external factors that affect the firm. The two 
views are more complementary to each other than competing. Currently the re-
source view does not take into consideration that diversification into new indus-
tries may influence operation more than what is based on internal resources con-
trolled by the company (Lindström, 2005). Therefore, it can be beneficial to 
adopt some of the insights from the two views. The agency view is somewhat 
different to the other two views in the sense that it is not profit maximizing; it 
rather maximizes the benefits and interests of managers, which can apparently 
lead to declining shareholder’s wealth. The agency view concentrates more on 
the dissonance and complexity of strategy formulation and implementation to 
explain diversification. Due to the dissimilarities between the agency view and 
the two profit maximizing views, it has been suggested not to combine them in 
research; however, the agency view offers some viewpoint that can be consid-
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ered with beneficial results (Lindström, 2005). The financial view is more rational 
in its assumptions, due to the clear connection between pure financial portfolio 
theory and product diversification, but can, however, contribute to the overall 
benefits when examine diversification. However, this pure financial behaviour 
must be seen as stabilizing in its nature rather than profit maximization. The syn-
ergetic view is more seeking the benefits of two or more businesses working to-
gether to create value, and this must be seen as profit maximization behaviour, 
and could be beneficial to complement with the resource and the market-power 
views when analyzing rationales for diversification. 

From the link between the perspectives the leap to practical evidence within the 
field of diversification and performance is not too big. We will here continue to 
discuss the different approaches in terms of empirical evidence.  

2.5 Evidence on Performance and Diversification Relation-
ship  

The complex nature of diversification and the relationship to profit has proven a 
quite impossible task to compare the different research the result on the subject. 
The definitions on diversification and performance are as many as there are re-
searches. Most of the findings are related to the resource view or the agency 
view, and almost none of them to the market power view, it must then be sug-
gested that the market power view holds little evidence on if diversification and 
performance are related. However, the market power view suggests in the theo-
retical standpoint that there is an optimal strategy for diversification. The agency 
view and the resource view both holds contradictory findings on the relationship 
performance and diversification. 

Early studies found no relationship between diversification and profitability; how-
ever they did not distinguish between related and unrelated diversifications, ear-
lier studies have found that related diversification is more profitable than unre-
lated ones (Vachani, 1991).  

Montgomery (1994) shows that on average diversification and profitability has a 
negative relationship. Corporate wealth is not being increased by acquisitions, 
and therefore later divested. She continues by stating that firms that diversify 
around specific resources are also more profitable than firms that diversify more 
broadly, which is in line with Vachani (1991). The agency theory implies too 
many consistent results and therefore the managerial effect on diversification is 
hard to measure. There is little evidence that the market power view provides the 
company with the power that leads to increased profits. She summarizes her arti-
cle by saying that the market power motive for diversification is highly unlikely 
considering the collected evidence on the subject. The other views show more 
practical evidence on linkages between performance and diversification.  

Dutton (1997) states that companies (e.g. Disney) that show the most consistently 
profit the last century are those that diversify around their core competencies, 
which is in line with Montgomery (1994) and Wernerfelt’s (1988).  

Amit and Livnat (1988) examined two types of diversification strategies, related 
and unrelated. According to the authors the related diversification has more in 
common with operating synergies, whereas the unrelated seems to have more in 
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common with the search for financial benefits due to greater stability in cash 
flows. Their results tell us that pure financial diversification is linked to more sta-
ble cash flows, increased levels of leverage, and lower levels of profitability. 
Hence, unrelated diversification involves lower returns (Amit & Livnat, 1988). The 
lower profit may be explained by the lower risk the pure financial unrelated di-
versification is being part of.  

Markides and Williamson’s (1996) results are consistent with the resource view in 
the sense that assets are important for successful diversification. Their findings 
tell us that related diversifications outperform unrelated diversifications, but only 
if they compete across market where same assets can be used. One shortcoming 
must be added that the authors did not consider the focused business.  

Varadarajan and Ramanujam (1987) Related diversifications tend to outperform 
unrelated ones. Nevertheless, some unrelated diversifications handle the demands 
on performance. Their findings found some proof of the resource view. Suggest-
ing related diversification as the better choice for performance seeking compa-
nies.  

Palepu (1985) has another contribution to the greater growth rate of related di-
versifiers than that of unrelated diversifications. Robins and Wiersema (1995) 
came to the same conclusions, they also add that resource based measures are 
superior to that of any other measure on portfolio composition. 

Kaplan and Weisbach (1992) studied acquisitions and found some support for the 
agency view and the theory of free cash flow. Companies with high free cash 
flow are likely to waste it on unprofitable investments. No evidence is found on 
performance and diversification relationship, only that unrelated acquisitions 
were divested more often than related ones. Which can be a signal on the diffi-
culties to manage business not related to the core business and that it is sup-
ported by the agency view.  

Stimpert and Duhaime (1997) found that extensive diversification stalls the accu-
mulation of assets that is associated with improving effectiveness. This in turn 
may hinder the competitive advantages that are important for performance and is 
clearly in line with the resource view, and gives us a negative relation with per-
formance.  

Montgomery (1985) reveals some interesting contribution to the market power 
view, one of the few. Her research states that highly diversified companies have 
no significant strong market position. On the contrary, they have low market 
power compared to firms with low diversification characteristics. Montgomery’s 
findings are contradictory to the theory of market power view.  

Morck, Shleifer and Vishny (1990) came to the conclusion that firms with bad 
management (i.e. firms performing worse than industry average) also made the 
worse acquisitions, and hence their diversification strategy is only serving the 
managers own interest. Their findings have clear relationship with the agency 
view. 

Hoskisson and Johnson (1992) conclude that managing both unrelated and re-
lated diversification business units creates organizational and control inefficien-
cies.  
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To balance up this empirical odyssey of evidence stating that related diversifica-
tion out perform unrelated we provide the readers with some positive relation-
ship between unrelated diversification and performance (e.g. Westerfield, 1970; 
McDougall and Round, 1984).   

The empirical evidence on performance and diversification can be divided into 
three different groups: 

1. Related performs better than unrelated 

2. No differences between related and unrelated  

3. Unrelated outperforms related 

Sambharya (2000) addresses that the contradictory results is related to: different 
time periods, various measures on profitability, and different measures on diversi-
fication.  

2.5.1 Evidence from the media industry 
The media industry lacks much of the attention the business management area 
has foregone. However, there exist some researches on the subject diversification 
and performance in the media industry. Media firms seem to seek market power 
by diversifying into new product areas (Dimmick & Wallschlaeger, 1986; Albarran 
& Porco, 1990).  

Picard and Rimmer (1991) added the geographical aspect on diversification and 
they found that non-newspaper diversification reduced the impact of a market 
downturn. They also used measures on performance that no media-research be-
fore had included before (e.g. growth rates and profitability).  

A recent study by Shaver and Shaver (2003) indicated that operating margins 
were negatively correlated with diversity. If media companies focused on their 
core segment they also yielded higher returns. Chan-Olmsted and Chang (2003) 
looked at the seven biggest media conglomerate and came to the conclusion that 
medium diversified firms also had the best financial performance. A third author 
come to the conclusion that no positive relationship between diversification and 
performance can be established in the media industry, after studying eleven me-
dia conglomerates (Peltier, 2002, in Jung, 2003). One shortcoming has been the 
limited sample number, which makes it hard to draw any general conclusions.  

Jung (2003) has presented the most excessive work on media diversification and 
performance where the findings were contradictory. Jung (2003) examined the 
biggest 26 media firms in the world. He found that total revenue and the degree 
of diversification are positively correlated. Furthermore, he found one U-shaped 
relationship between revenue, EBITA and sales growth and the degree of diversi-
fication. Revealing that performance decreased when going from focused busi-
ness to more related and than increasing again when firms went from related to 
unrelated business. The other was an inverted U-shaped relationship of financial 
efficiency measures such as, ROS, ROA and ROE. Hence, the unrelated diversifi-
cation strategy led to decreasing financial efficiency. One shortcoming with Jung 
is that he only tested businesses that are unrelatedly diversified, so it can be 
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questioned if we can draw any conclusions of businesses that are relatedly diver-
sified or focused. 

It can be concluded from this section that there exist a number of conflicting evi-
dence on the relationship between diversification and performance. It must, 
however, be notified that almost all earlier research, to our knowledge, focused 
on the unrelated-related relationship to diversification or non-diversification and 
total diversification. We will go on by dividing the companies into different 
groups; focused, related, and unrelated, and test if there exist any differences in 
performance among these groups. Also, in order to fulfil our purpose it is of in-
terest to see how the degree of total diversification affects the performance. 
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3 Research Questions and Hypotheses 
It can clearly be seen that most researchers have found positive relationship be-
tween related diversification and performance, when testing related and unre-
lated relationship to performance. However, those researchers who focused on 
total diversification and non-diversified firms found a negative relationship be-
tween diversification and performance. We also saw that unrelated diversification 
can be unrelated and still positively performing. These arguments lead us to con-
struct hypotheses in order to answer the purpose with the thesis. It must also be 
said that the different time frame, the different measures used, and the different 
industries studied, must be taken into consideration. This, however, makes it 
more interesting to test the complex nature of the relationship between the diver-
sification and performance. 

The purpose of this thesis is to investigate the financial impact of diversification 
on media firms in the Nordic region. As have been seen earlier in the theoretical 
framework there exist different diversification measurements. We attempt to an-
swer the purpose of our thesis by conducting two different statistical methods. So 
we intend to answer the following two research questions:  

• RQ1: What is the degree of diversification’s (The Berry-Herfindahl-index5) 
financial impact on Nordic media firms? 

• RQ2: What is the grouping’s6 (focused vs. diversified firms) financial im-
pact on Nordic media firms’? 

Due to financial portfolio theory on risk reduction, diversification should lead to 
more stable operational cash flows. We aim to test if this is true on the Nordic 
media market and hence research question three is formulated as follows. 

• RQ3: How is financial stability7 affected by the degree of diversification, in 
terms of operational cash flow? 

In order to answer these research questions we need to derive them into hy-
potheses. 

Due to the recent consolidation and acquisition trend in the Nordic media market 
one can assume that diversified companies are larger in terms of total revenue 
also and hence grow faster than their less diversified counterparts. According to 
the resource view companies that have unutilized resources tend to diversify and 
hence use their resources more efficiently, and therefore firms diversify because 
they have excess resources. The market-power view suggests that companies di-
versify for anti competitive reasons, and hence, the bigger the firm the more fi-
nancial absolute power and greater chance of controlling he market, and there-

                                       
5 The Berry-Herfindahl-index is a measure on how diversified a company is. The scale runs from 

0 to 1 where 1 is perfectly diversified and cero is not diversified at all.  

6 We aim to group the companies into focused and diversified media companies, where a com-
pany that operates exclusively in one industry segment is focused.  

7 The standard deviation of the percentage change of operational cash flow during 1999-2003.  
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fore, should a diversified company control more resources. The synergetic view 
implies that diversified companies benefit from the synergies that different indus-
try segment should provide, thus diversified firms should also perform better than 
focused business. Hence, does the degree of diversification positively affect per-
formance? We divide the research question into hypotheses as follow:   

• H1a: Positive relationship with the degree of diversification and total reve-
nue.  

• H1b: Positive relationship with the degree of diversification and sales 
growth. 

• H1c: Positive relationship with the degree of diversification and the finan-
cial efficiency (i.e. ROA, ROE, ROS). 

To answer research question two we need to divide the population into two dif-
ferent groups, focused and diversified firms. It is interesting to see if the two 
groups differ significantly, concerning the same theoretical assumptions as in hy-
potheses H1a-c. Hence, do diversified firms outperform focused firms? Research 
question two is divided into the hypotheses as follow:  

• H2a: Diversified firms have on average higher total revenue than focused 
firms.  

• H2b: Diversified firms have on average higher sales growth than focused 
firms. 

• H2c: Diversified firms on average are more financially efficient than fo-
cused firms.  

To test the financial stability relationship with diversification we will test the third 
research question. The financial view states that diversified firms also have a 
more stable cash flow over time. Therefore, we suspect a positive relationship 
between the degree of diversification and the operational cash flow. The stability 
is measured as the standard deviation of the percentage changes in operational 
cash flow during 1999-2003. Hence, the hypothesis is as follow:  

• H3: Positive relationship between cash flow stability and the degree of di-
versification.  
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4  Methodology 

4.1 Methodological Approach 
The fundamental approach in thesis work was to use either a quantitative or a 
qualitative methodology. There are differences separating these two methodo-
logical approaches, both in terms of data collection and data analysis (Kirk & 
Miller, 1986). A qualitative study is conducted through analysis of a relatively 
small sample that is difficult to measure or generalize in mathematical terms. It is 
suitable for case studies or when certain behaviour is analyzed (Holme & Sol-
vang, 2001). A quantitative study on the other hand has different characteristics. 
It uses formal measurements in order to objectively interpret and register obser-
vations. Furthermore it relies on many observations, which enable generalization 
of the analysis. Finally, a quantitative study use statistical analyzing techniques for 
estimations and tests. This is done by using powerful computer software that is 
capable of analysis far more complex then would be possible otherwise (Davids-
son, 1997).   

We conducted a quantitative research by doing statistical analysis based on sec-
ondary data. However, we used a population of the 30 largest media firms within 
the Nordic region. This implies that we are not able to apply the results directly 
on other media markets, but the results will give us some directions on what to 
expect on other media markets. The revenue of these 30 companies is 11,8 bil-
lion USD compared to 29 billion USD for the whole market.  

4.2 Inductive vs. Deductive  
A research study can make use of theory in several ways. An inductive study 
starts off by collecting empery and then compares it to relevant theory. A deduc-
tive approach uses empery to test a predetermined theory (Thurén, 1993).  

This thesis embraces a deductive approach. We collected theories from existing 
diversification theories and evidence on the relationship between diversification 
and performance from both the business in general and media in particular. From 
the theoretical framework our research questions and hypotheses were derived. 
We then continued our thesis work with collection of data, since we knew what 
to search for. Finally, using statistical analysis, we tested the connection between 
the amount of diversification and the financial performance of the 30 largest me-
dia firms in the Nordic region. 

4.3 How to Measure Diversification 
There are a number of different ways to measure the degree of diversification on 
a market or in a company. Below we describe the Berry-Herfindahl Index, Jac-
quemin and Berry’s entropy measure as well as Rumelt’s classification system. We 
will end up this part by discussing which diversification method would be most 
proper for us to use. 
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4.3.1 The Berry-Herfindahl index 
The Berry-Herfindahl index (Berry, 1975) is a commonly used method for meas-
uring a firms’ amount of diversification. It is a comprehensive measure of busi-
ness segment sizes (with a maximum value of 1 for the index and a minimum of 
1/n with n segments of equal size). The method does not give the ability to sepa-
rate the amount of total diversification into related and unrelated diversification. 
The method is built upon business segments (SIC-codes) turnover share of total 
turnover and the formula is described below. Ease of computation is the strength 
of this method while a weakness is that it does not measure relatedness between 
different groups at both 2- and 4-digit SIC-levels (Sambharya, 2000). 
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Equation 1 

Where n is the number of different SIC codes in which the firm operates, and Pi 
is the share of the firm’s activity attributable to a particular SIC code (Turnover at-
tributable to one SIC code divided by total turnover) 

4.3.2 Jacquemin-Berry entropy measure 
Corporate diversification can be measured using Jacquemin’s and Berry’s (1979) 
entropy measure of diversification. The advantage of their method is its sensitivity 
to both broad spectrum and narrow spectrum diversification. Another advantage 
is the ability to separate total diversification (DT) into a related (DR) and unre-
lated component (DU), where DT=DR+DU. Furthermore, the method provides 
the opportunity to uncover systematic differences which may be unique to spe-
cific types of diversification (related or unrelated). A weakness of this method is 
that it requires sales data at 4-digit SIC-levels (Sambharya, 2000).  

4.3.3 Rumelt’s classification system  
Rumelt (1974) categorized firms into distinct types based on the judgment of the 
extent and nature of relatedness among businesses. The basis of judgment in-
cludes the similarities in product and process technologies, and marketing activi-
ties. The advantage of Rumelt’s approach is that one can take into account many 
different factors that are hard to quantify but potentially affecting relatedness. 
However, changes in a firm’s diversification are captured only as a large discrete 
jump from one strategy to another, even though they usually proceed gradually 
and continually. The method is time consuming, subjective and its reliability is 
questionable (Sambharya, 2000). 

4.3.4 Choice of diversification method 
The Jacquemin-Berry entropy measure demands information on a company’s 
sales at the detailed 4-digit SIC-code level. Even if conducting deep interviews 
with companies the authors doubt this kind of data could be collected within the 
time frame of our thesis work. The Berry-Herfindahl diversification index is rela-
tively simple to measure, not very time consuming and it is possible to collect the 



  

 

 
 

18

data needed. As Rumelt’s classification system is time consuming, complex, sub-
jective and that its reliability is questionable the authors find this method not 
suitable to use in our master thesis. Based on the strengths and weaknesses of 
these three methods the authors argue that the Berry-Herfindahl index will be the 
most suitable to use in our research. 

4.4 Performance Measurements 
There exist a number of measurements on performance and we will give the 
reader a brief summery of the most important, and then explain the reason for 
the choice of measure. We will divide the performance measurements into two 
categories: financial performance, and financial stability.  

4.4.1 Financial performance 
Diversification theorists commonly use Return on Sales (ROS), Return on Assets 
(ROA) and Return on Equity (ROE) ratios in order to measure financial efficiency 
of a corporation (Tallman & Li, 1996). External analysts and managers often use 
ROS and Return on assets (ROA) as management efficiency measures (Jung, 
2003). So, we will use ROS, ROA and ROE, to measure financial efficiency in this 
thesis. ROS is defined as “EBIT/Total sales” and measures the operational effec-
tiveness. ROA is defined as “Earnings before tax/Total assets”, and measures the 
efficiency of assets. ROE is defined as “Earnings before tax/Total equity” and 
measures the efficiency of equity. The higher the ratios are the better efficiency 
the firm enjoys.  

To measure the firms relative power and size in financial performance total reve-
nues is a good measure to see the relative position in the market, while the sales 
growth rates gives us a picture of the growth potential over short-term profitabil-
ity (Chan-Olmsted & Chang, 2003). Hence, we aim to use total revenue and sales 
growth, to measure the financial performance in the media business. Sales 
growth will be calculated as compounded annual sales growth 1999-2003.  

4.4.2 Financial stability  
We chose to measure financial stability in terms of operating cash flow. If sales 
from one activity turn down, the sales from other activities can even out the eco-
nomic effects on the company (Evans & Archer, 1968; Jensen, 1986). If a com-
pany has a more diverse portfolio of businesses it should also have a more stable 
income. The financial stability is calculated as the standard deviation of the per-
centage change on operational cash flow for the years 1999 to 2003.  

4.5 Data Collection 
We collected relevant data from annual reports and data bases i.e. Amadeus and 
Affärsdata. The 30 largest Nordic media companies were selected, with the ex-
ception of state owned and foreign owned firms. The state owned companies 
were: NRK, Norsk Rikskringkastning; DR Danmarks Radio; SVT Sveriges Radio; 
SR, Sveriges Radio, these companies were excluded because of the fact that they 
are not competing on the same conditions. The governments in the correspond-
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ing countries are funding them with taxpayers’ money. The foreign owned com-
pany is SBS Broadcasting, and was excluded because it is part of a larger corpo-
ration and this made it difficult to find accurate information. To get sales data of 
specific SIC-code levels of firms the database Amadeus was be used.  

4.5.1 Population  
The selection of the population was made through choosing the 30 largest media 
companies in the Nordic market, which totals approximately 40 percent of the to-
tal revenue of the Nordic media industry. We could have included more compa-
nies in the research, but below a certain size the companies are almost exclu-
sively focused and, hence, not diversified at all. The companies were defined as 
focused if their operations were concentrated to one segment on the third digit 
level. For example: firm A operates only in the newspapers, publishing or publish-
ing and printing segment, which correspond to the third industry SIC-code level 
as 271. Firm B operates in two or more segments on the third industry SIC-code 
level but on the same two-digit level. For example, two digit SIC-level 27, Print-
ing Publishing and Allied Industries, and on the third level 271 and 272, which 
place firm B into a related diversified firm. When a firm is operating in more than 
two industry segments on the two-digit SIC-code level it is referred to as unre-
lated diversification. For example firm C operates in printing, publishing and al-
lied industries, SIC-code level 27, and motion pictures, SIC-code level 78, hence 
unrelated diversified firms. From the total population of 30 companies thirteen 
companies were unrelated, four were related, and thirteen focused. The objective 
at start was to analyze and compare the three different groups with each other; 
however, it appeared to be only four companies in the related group of diversifi-
ers so related and unrelated firms were merged into one group, diversified firm.  

4.6 Data Analysis 
The data were computed in Excel. Hypotheses H1a-c and H3 were computed as 
linear regression models. The dependent variable (y) is the performance measure 
and the independent variable (x) is the degree of diversification. Due to the fact 
that total population was used we could only analyze the findings through look-
ing at the correlation coefficient (R) that tells us how strongly y depends on x. 
The R coefficient can take any number between -1 and 1, where -1 and 1 mean 
perfect correlation and 0 means perfectly not correlated. An “R” between 0 and 
0.50 means weak correlation and between 0.50 and 1 means strong correlation, 
and around 0.50 signifies moderate correlation (Lind, Marchal & Mason, 2001). To 
measure the explanation degree we used the squared correlation coefficient (R2), 
which tells us how much of the dependent variable that can be explained, as a 
percentage. To measure the power of the regression we used a t-test, which tells 
us how strong the relationship between independent and dependent variable are. 
A t-value of 0.5 is considered weak, whereas, a t-value of 3 is strong (personal 
communication, T. Holgersson, 2005-05-24). The analysis procedure is shown in 
table 4-1.  

 

Hypotheses Dependent vari- Independent vari- Type of analysis 
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able (y) able (x) 

H1a Total revenue Degree of diversifi-
cation 

Simple regression  

H1b Sales growth Degree of diversifi-
cation 

Simple regression  

H1c ROA, ROS, ROE Degree of diversifi-
cation 

simple regression  

H3 Financial stability Degree of diversifi-
cation 

Simple regression  

Table 4-1, Statistical variables and hypotheses H1a-c and H3 

 

The hypotheses 2a-c were investigated using a one tailed two-sample t-test. By 
using this method we could investigate whether the mean of diversified compa-
nies differed from the mean of focused companies. This analysis procedure is 
shown in table 4-2. A higher observed t-value implies a more significant differ-
ence between the mean values (Lind et al., 2001). 

 

Hypothesis Variable Type of analysis 

H2a Revenue T-test 

H2b Sales growth T-test 

H2c ROS, ROE, ROA  T-tests 

Table 4-2, Statistical variables and hypotheses H2a-c 

4.7 Research Quality 
Validity and reliability are vital measurements of the trustworthiness of the re-
search, which are useful when evaluating the quality of the thesis (Trost, 2001).  

4.7.1 Validity 
Validity basically determines to what extent the study measures what it is sup-
posed to measure (Saunders, Lewis & Thornhill, 2000). A high degree of validity 
implies a low level of systematic errors. It also implies including all relevant vari-
ables and parameters for a specific test as well as describing and defining impor-
tant concepts (Wallén, 1993). According to Svenning (1996) the link between 
theory and empery is important in terms of validity. We attempt to reach validity 
through using existent and proven methods for defining diversification and per-
formance and then by collecting data needed checking it from two different 
sources.  
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We have explained three different methods of measuring the degree of diversifi-
cation, each having its’ flaws and advantages. We chose the most suitable for our 
purpose. However, we cannot be sure if any of the other two would have given 
a more valid outcome. 

4.7.2 Reliability 
According to Christensen, Andersson, Carlsson and Haglund (2001), a research 
study is reliable when the same result can be reached on another occasion using 
the same method of measurement. The same method of measurement should 
also be possible to apply on a different sample (Eriksson & Wiedersheim-Paul, 
1999). Reliability is also determined by the level of accuracy in terms of data 
processing (Holme and Solvang, 2001).  

To increase the reliability of this research, standardized secondary data that has 
its origin in publicly available databases will be applied (e.g. Amadeus, Affärs-
data). We also verified all data with the companies’ annual reports in order to 
strengthen the reliability of the data. Two types of statistical methods were also 
embraced, to be able to compare the results with each other.  For measuring 
revenue and efficiency we only look at one year and hence macroeconomic fac-
tors may affect the outcome decreasing the possibility to generalise over time. 
Figures for Swedish, Norwegian and Danish companies were translated into eu-
ros, which could be a small source of error. 
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5 Empirical Findings & Analysis 
The figures for the companies used in the findings can be found in Appendix 1. 

5.1 Research Question 1  
The RQ1 was formulated as “What is the degree of diversification’s (Berry-
Herfindahl index) financial impact on Nordic media firms?”  

5.1.1 Hypothesis 1a 
H1a: Positive relationship with the degree of diversification and total revenue.  

Findings 

From table 5-1 it can be retrieved that the beta coefficient is positive (1397.15), 
and moderately positive due to the R-value (0.596). Furthermore 35.6 percent of 
the revenue can be explained by the degree of diversification (R2 0.356). The t-
value (3.931) is considered high. This implies that the correlation between reve-
nue and total degree of diversification is positive and moderate/strong.  

 

Revenue Beta R R2  

Degree of diversifica-
tion 

(t-value) 

 
1397.15 
(3.931) 

0.596 
 
 

 
0.356 

 

Table 5-1, Revenue and degree of diversification 

 

Analysis 

It divulges a clear pattern that the total turnover is dependent on the degree of 
diversification in the Nordic media market. This is also in line with the findings of 
Jung (2003). However, it can only be said that the two variables are correlated. 
Either the size of the company affects the degree of diversification, resource 
view, or the degree of diversification affects the size, market power view. Even 
though the theories are contradicting, they complement each other. The findings 
are not very surprising due to the fact that the bigger a company gets the more 
resources it controls to enter new industries and by that strengthen its position, 
resource view. Or a company enters new segments in order to grow, and defend 
their position, market power view. However, little empirical evidence supports 
the market power view (Montgomery, 1994). Dimmick and Wallschlaeger (1986) 
and Albarran and Porco (1990) have come to the conclusion that in the media 
industry firms tend to diversify in order to seek market power, and performance 
is of second nature. This is also the case of the Nordic media market where the 
recent consolidations in the market is most likely due to anti-competitive reasons 
and hence the market power view should apply. The agency view may give 
some insights of the results. The managers of the diversified companies may have 
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entered different business segments in order to secure their own position, the 
risk reduction theory, or managers may want to build their own empire, the em-
pire building theory. Even the theory of free cash flow could apply (Jensen 
1986), where managers tend to use excess cash to make bad acquisitions, and 
hence grow externally, this is also empirically supported by Kaplan and Weis-
bach (1992). The analysis of the agency approaches goes beyond the scope of 
this thesis, but can be useful in our analysis.  

5.1.2 Hypothesis 1b 
H1b: Positive relationship with the degree of diversification and sales growth. 

Findings 

From table 5-2 it can be retrieved that the beta coefficient is positive (0.109), 
however weak due to low R-value (0.307). Only 9.4 percent of the growth in 
sales can be explained by the degree of diversification (R2 0.094). The t-value 
(1.707) is considered moderate. The results indicate a weak correlation between 
the sales growth and degree of diversification. Therefore the sales growth is 
weakly dependent on degree of diversification. For more detailed statistics on the 
H1a-b please refer to Appendix 2. 

 

Sales growth  Beta R R2  

Degree of diversifica-
tion 

(t-value)

 
0.109 

(1.707) 
0.307 

 

 
0.094 

 

Table 5-2, Sales growth and degree of diversification 

 

Analysis 

The degree of diversification seems to have an impact on the sales growth, how-
ever weak. From H1a we saw that revenue and degree of diversification are posi-
tively correlated, so if a company diversify due to mergers and acquisitions it can 
also be suspected that the company will grow faster than companies not engaged 
in such diversification strategies. This argument is also supported, however, 
weakly. Jung (2003) supported this argument as well in his empirical study of the 
26 largest media companies in the world.  

5.1.3 Hypothesis 1c 
H1c: Positive relationship with the degree of diversification and the financial effi-
ciency (i.e. ROA, ROE, ROS). 

Findings 

Return on sales and degree of diversification 
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As can be seen from table 5-3 the beta coefficient is positive (0.0097), and very 
weak due to an R-value of 0.027. The R2 (0.0007) is indicating that return on sales 
cannot be explained by the degree of diversification. The t-value (0.144) indicat-
ing a very weak relationship. Hence, there is no correlation between return on 
sales and degree of diversification.  

 

Return on sales  Beta R R2  

Degree of diversifica-
tion 

(t-value) 

 
0.0097 
(0.144) 

 
0.027 

 

 
0.0007 

 

Table 5-3, Return on sales and degree of diversification 

 

Return on equity and degree of diversification  

From table 5-4 it can be seen that the beta coefficient is negative (-0.108), and 
very weak due to R-value of 0.088. The return on equity cannot be explained by 
the degree of diversification due to a R2 of 0.0078. The absolute t-value (0.443) 
indicates a very weak relationship. There is no relationship between return on 
equity and degree of diversification.  

 

Return on equity  Beta R R2 

Degree of diversifica-
tion 

(t-value) 

 
-0.108 

(-0.443) 
0.088 

 

 
0.0078 

 

Table 5-4, Return on equity and degree of diversification 

 

Return on assets and degree on diversification 

From table 5-5 it can be seen that the beta coefficient is negative (-0.077), signify-
ing a negative relationship, however, weak due to the low R-value (0.303). Only 
9.2 percent of the return on assets can be explained by the degree of diversifica-
tion (R2 0.092), however, in this case negatively. The t-value in absolute terms 
(1.651) is moderate. There is a weak correlation between the return on assets and 
degree on diversification, saying that the return on assets is lower for the diversi-
fied firms than for focused. For more details on H1c please refer to Appendix 3. 

 

Return on assets Beta R R2 
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Degree of diversifica-
tion 

(t-value)

 
-0.077 

(-1.651) 
0.303 

 

 
0.092 

 

Table 5-5, Return on assets and degree of diversification 

 

Analysis 

The above regressions are not correlated, except for a weak negative correlation 
for return on assets and diversification. The findings imply that the hypothesis 1c 
cannot be supported. The financial efficiency among Nordic media firms is not 
dependent on the degree of diversification, meaning that the higher degree the 
higher the efficiency, it could even be argued that the opposite holds true due to 
the negative relationship with return on assets. This is also supported by Shaver 
and Shaver (2003) and Jung (2003), who came to the same conclusion of the 
media industry. Stimpert and Duhaime (1997) also reported a negative relation-
ship with extensive diversification and performance efficiency. We cannot find 
any support for the findings in the resource view, which states that diversifying 
firms allocates unutilized resources, more efficiently and therefore they diversify. 
However, this is not the case in the Nordic media market. The agency view could 
be a reason why the Nordic media firms chose the diversification path. The man-
agers might defend their position as managers, either by building an empire 
(Montgomery, 1994), or by managerial entrenchment (Schleifer & Vishny, 1989), 
meaning that managers diversify in such way that there skills will be needed, giv-
ing no incentive for replacements. The synergetic view does not hold true either, 
due to the fact that the benefits from synergies would have been present in terms 
of better efficiency. Kaplan and Weisbach’s (1992) findings indicated that manag-
ers tend to use excess cash flow to acquire poor performing business and hence 
concluding no support for the synergetic view. This is also theoretically sup-
ported by Mueller (1972) and Jensen (1986).  

5.2 Research Question 2  
The second question concerns the grouping’s financial impact on Nordic media 
firms. The research question is divided into three hypotheses based on the two 
kind of groupings’ impact on revenue, sales growth and financial efficiency. 

5.2.1 Hypothesis 2a 
H2a: Diversified firms have on average higher total revenue than focused firms. 

Findings 

Table 5-6 shows that the median revenue and mean revenue of diversified and 
focused firm differs. For both types of companies the median revenue is ap-
proximately half of the mean revenue. The t-value is 3.103 that it is statistically 
proven that the two groups differ. The findings verify that mean revenue of di-
versified firms is significantly larger than that of focused companies and hence 
H2a is supported. 



  

 

 
 

26

 

Revenue  Diversified Focused 

Mean 655.375 mil 127.565 mil
Median 341.199 mil  54.223 mil  
n 17 13 
t-value 3.103  

Table 5-6, Revenue and type of firm 

 

Analysis 

Firstly, both mean and median revenue of diversified firms are much higher than 
ditto for focused firms, which indicate that there may be a difference between the 
two groups. The reason why mean revenue is much higher than median revenue 
for both groups is because in each group there are a few companies with a much 
higher turnover than the rest of the companies within the groups (e.g. Sanoma, 
Bonnier and Telenor). The same theoretical and analytical arguments can be ap-
plied to this hypothesis as for H1a. 

5.2.2 Hypothesis 2b 
H2b: Diversified firms have on average higher sales growth than focused firms. 

Findings 

Both median and mean sales growth is higher for diversified corporations than 
for focused companies. The observed t-value is 1.565 we can say with moderate 
significance that the two groups differ. We accept H2b, which implies that the 
mean sales growth of diversified firms is higher than that of focused firms. For 
more detailed statistics on H2a-b please refer to Appendix 4. 

 

 

Sales growth Diversified Focused 

Mean  7.293% 2.371% 
Median 5.275% 1.0934% 
n 17 13 
t-value 1.565  

Table 5-7, Sales growth and type of firm 

 

Analysis 

Due to the consistency with the findings here and the findings for H1b, an ana-
logue interpretation is applicable. The same theoretical and analytical arguments 
are relevant.  
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5.2.3 Hypothesis 2c 
H2c: Diversified firms on average are more financially efficient than focused 
firms.  

Findings 

Return on sales and type of firm  

From table 5-8 it can be seen that neither mean nor median ROS of diversified 
and focused companies differ greatly. An observed t-value of 0.177 indicates no 
difference can be proven. There is no statistical evidence on a difference in re-
turn on sales and type of firm.  

 

ROS  Diversified Focused 

Mean  6.119% 6.692% 

Median 5.414% 5.735% 

n 17 13 

t-value 0.177   

Table 5-8, Return on sales and type of firm 

 

Return on equity and type of firm  

From table 5-9 it can be noted that the average ROE of focused firms is approxi-
mately 50 percent higher than that of diversified corporations. The difference of 
medians for the two types of companies is almost as large. An observed t-value 
of 0,542 indicates there is only weak proof for a difference between the two 
groups. Three companies did not state their equity and hence these had to be 
excluded. The results indicate that no significant difference can be proved, even 
though the means suggest a difference as stated in table 5-9. 
 
 

ROE  Diversified Focused 

Mean  14.135% 21.405% 

Median 14.396% 20.0623% 

n 15 12 

t-value 0.542  

Table 5-9, Return on equity and type of firm 

 

Return on assets and type of firm 

The mean ROA of focused firms is 10.60 percent and hence higher than the aver-
age ROA of diversified companies at 6.04 percent. For the median ROA, there is 
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also a difference but smaller. The observed t-value of 2,106 indicates that there is 
a difference in the mean of the two groups. For ROA there were 29 observations 
since one focused firm did not state its assets. For more detailed statistics on H2c 
please refer to Appendix 5. 
 
 

ROA  Diversified Focused 

Mean  6.0419% 10.597% 

Median 6.419% 8.978% 

n 17 12 

t-value 2.106  

Table 5-10, Return on assets and type of firm 

 
 
Analysis 

Only ROA indicated a difference between the two groups. We reject H2c based 
on that there is no significant difference between the two groups’ ROS and ROE. 
Furthermore, there is a difference in ROA but with a mean ROA higher for fo-
cused firms. Same theories can be applied here as for H1c. 
 

5.3 Research Question 3 
The third research question concerns how the degree of diversification is affect-
ing the financial stability in terms of operating cash flow.  

5.3.1 Hypothesis 3 
H3: Positive relationship between cash flow stability and degree of diversifica-
tion.  

Findings 

From table 5-11 it can be seen that the beta coefficient is positive (0.047), and 
very weak due to an R-value of 0.007 and a R2 of 0.00005. Furthermore, the t-
value is 0.035 indicating a very weak relationship. We cannot establish any rela-
tionship between the cash flow stability and the degree of diversification. For 
more detailed statistics on H3 please refer to Appendix 6. 

 

Cash flow stability Beta R R2 

Degree of diversifica-
tion 

(t-value) 

0.047 

(0.035) 

 
0.007 

 
0.00005 

Table 5-11, Cash flow stability and degree of diversification 
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Analysis 

The Beta coefficient indicates that diversification would increase the standard de-
viation of the changes in cash flow and hence decrease cash flow stability. How-
ever, with such a weak R2 the cash flow stability cannot be explained by the de-
gree of diversification. Furthermore, the t-value is also weak so no relationship 
can be established. Based on these observations we cannot support H3, and 
hence no relationship exists between diversification and stability in cash flow.  

The financial view as a motive for diversification is then not supported. Maybe, 
managers have the incentive to stabilize the cash flow by diversification strate-
gies, but no evidence supporting the argument is found. One possible reason 
could be that the media industry is homogeneous as a whole and sensitive to 
changes in business cycles. Therefore, if economic growth turns down, every 
segment in the media segment is also turning down proportionately. These media 
companies are not conglomerates in the meaning that they are represented in 
other business outside the media business, and therefore, if demand decreases 
also revenue from advertisement for cinema, books, printing, and television will 
decrease similarly. As suggested by the financial theory (Amit & Livnat, 1988), 
one firm should diversify in such manner that a down turn in one segment is 
compensated by the progress of the other and this is most likely not achieved 
through solely diversifying within the media industry.  

5.3.2 Summing up hypotheses 1-3 
After running the observation on the 30 observations we cannot find much sup-
port for neither the research questions nor the hypotheses. The strongest evi-
dence we found was that the diversification is positively related to total revenue, 
however it can not be said what explains the findings; either it is the resource 
view (diversification depends on revenue) or the market power view (revenue 
depends on diversification). These theories are contradicting, but letting them 
complement each other is beneficial. We also found some support for the market 
power due to that no synergies seem to have been achieved for the Nordic me-
dia companies. However, we are very careful with our conclusions, by saying 
that we found support for the market power view we may be too optimistic 
about our findings, regarding the scarce support from former research (Mont-
gomery, 1994). The observations are, however, limited by number and concen-
trated to a certain region. If any theory fits our researched population we will 
anyway address the market power view and the agency view. Since there is no 
relationship between efficiency and diversification, the market power view and 
the agency view strengthens. The primary goal is not efficiency considering di-
versification motives for companies according to the two views.  
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6 Conclusion and Final Remarks 

6.1 Conclusion 
The purpose of this thesis was to investigate the financial impact of product di-
versification among the 30 largest privately and Nordic owned media firms.  

Firstly, when summing up research question number one, the results of our study 
suggest that a higher degree of diversification implies higher revenue for the 
largest thirty Nordic media companies (See table 6-1). Secondly, firms being more 
diversified appear to have a higher sales growth, though weakly correlated. 
Lastly, the degree of diversification is likely to not have any impact on the finan-
cial efficiency of the investigated companies. ROA, ROS and ROE showed no 
proof of correlation.  

The results of the hypotheses connected to research question two are in line with 
the results of research question one (See table 6-1). Firstly, the mean revenue of 
diversified companies is higher than that for focused firms. Secondly, the mean 
sales growth is also higher for the diversified companies we investigated than for 
the focused firms. Lastly, the efficiency ratios measured did not differ for the two 
groups of firms except for ROA that was higher for focused firms.  

We expected that more diversified companies would have a more stable cash 
flow. No relationship between cash flow stability and the degree of diversifica-
tion could be proved (See table 6-1). 

Due to the same investigation nature of research question one and two, but with 
different methodological approaches, we can conclude that diversified firms 
among the thirty largest Nordic media firms are not more financial efficient than 
their focused counterparts. However, we can say that diversified firms within the 
region show greater revenues and sales growth. Finally, the diversified compa-
nies in the Nordic media market are not more financially stable in terms of opera-
tional cash flow. 

 

 

 

 

 

 

 

 

 

 



  

 

 
 

31

Research question Hypothe-
sis 

Investigation Result 

 H1a Revenue / Degree 
of diversification 

Positive          
relationship 

1. Financial impact /      
Degree of diversifica-
tion 

H1b 
Sales growth / De-
gree of diversifica-
tion 

Weak positive 
relationship 

 
H1c 

Efficiency / Degree 
of diversification 

No relation-
ship, except 
for ROA 

 
H2a 

Revenue / Type of 
companies 

Higher for     
diversified 
companies 

2. Financial impact / 
Grouping H2b 

Sales growth / Type 
of companies 

Higher for     
diversified 
companies 

 
H2c 

Efficiency / Type of 
companies 

No difference, 
except for 
ROA  

3. Financial stability / 
Degree of diversifica-
tion 

H3 
Cash flow stability / 
Degree of diversifi-
cation 

No relation-
ship 

Table 6-1, Overview of the results 

 

6.2 Final Remarks 
When looking at the relation between diversification and revenue it is not obvi-
ous what comes first. Either, diversified firms grow to be larger companies. This 
relationship was, however, investigated when measuring the degree of diversifi-
cations’ impact on sales growth. Or, larger companies tend to diversify them-
selves to a higher extent, which is supported by the resource view. If companies 
that are diversified have higher revenues and larger sales growth than their fo-
cused counterparts it would imply that the gap between them increases more and 
more over time. Perhaps this could be an indication for continued consolidation 
within the Nordic media market, and thus the reasoning is supported by the 
market power view. However, we can see that diversified firms are not more ef-
ficient and will thus to a certain extent not gain more from growing through 
diversification.  

Our analysis could not find any support in general for synergetic theories. The 
analysis show that diversified firms’ ROA is lower than for focused firms. Espe-
cially the two largest and most diversified companies, Sanoma and Bonnier, are 
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likely to not yet have showed any sign of synergy realisation in terms of ROA 
and ROS (Appendix 1). Former studies claim that synergy effects are achieved 
first five or more years after a merger or an acquisition due to the socio-cultural 
integration (Berry, 1980). If diversified firms do not improve their efficiency, di-
vestments and focus on core business may eventually take place due to non-
synergistic asset holdings (Ferrari, Harper, Ubinas, Wolf & Zeisser, 2002). If syn-
ergies are not realised we can expect the same consequences in the Nordic me-
dia market. As stated in the background of the thesis the Nordic region saw a 
consolidation trend from the end of the 1990’s until now and we are still waiting 
to see signs of synergy from these actions. 

We highlighted the effect a more consolidated media industry has on democracy 
and on the right for a diverse media opinion. Of course the democracy will be af-
fected if the consolidation continues and the power of the media opinion con-
centrates to a few very large corporations. However, in most Nordic media coun-
tries governmental subsidies exist to diversify the opinion so that more compa-
nies can afford to express their opinion (Nordicom, 2005). This is, however, not a 
guarantee for that the companies who receive subsidies will also stay independ-
ent. The probability of being subject for merger or acquisition still exists.   

6.3 Critique of the Study  
Some of the companies in our investigation are granted government subsidies, 
which may distort the results of the investigation. Companies not getting gov-
ernment subsidies do not compete under the same conditions as firms receiving 
it. Furthermore, efficiency ratios and revenue gets less comparable since some 
companies receive subsidies.  

The population of the study constitute of a few listed companies (e.g. MTG, TV4) 
but with the majority not being listed. Being listed or not may affect a firm’s fi-
nancial efficiency and performance. Managers in the two different kinds of com-
panies are likely to have different incentives and motivations leading to different 
agency cost among these firms. Listed companies are also affected by the short-
term view that the stock market puts upon them, meaning that they need to sat-
isfy the market and the shareholders. What we want to highlight here is that the 
type of ownership may affect financial efficiency in a way we have not taken into 
account. 

The companies having the most volatile cash flows (i.e. TV2 Danmark, Liberala 
tidningar AB, Alma media, MTG, GP and KF Media) had operating cash flows for 
2001 and in a few cases for 2002, which were a lot worse than for the other 
years. For these companies the calculated standard deviation of the percentage 
change in operating cash flow was relatively high. Calculating for more years 
than only 1999 to 2003 could probably have evened out the high standard devia-
tion. Furthermore, one should ask the question if something special happened in 
the industry in 2001 when relatively many companies had a large negative oper-
ating cash flow.  

Another shortcoming was that we only compared the companies over one year, 
except for sales growth and operational cash flow. The trustworthiness of the 
thesis would most certainly have benefited from a more extensive time frame.  
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Despite these shortcomings we still believe the results are trustworthy, and can 
be used as guidance for future research and for the industry. We also think that 
this thesis has provided some insightful knowledge about the connection be-
tween diversification and performance in the Nordic media industry.  

6.4 Suggestions for Further Studies  
In this thesis we have only investigated the impact of product diversification on 
Nordic media firms. To research how geographic diversification affects Nordic 
media firms could also give deeper insights and provide new knowledge of the 
topic. 

A deeper qualitative study of the motivations and incentives behind the compa-
nies’ choice to diversify would be of deep interest and would supplement the re-
sults of this paper. 

An interesting topic to study more thoroughly is the relation between related and 
unrelated diversification. There are former studies indicating that by diversifying 
around its core, financial efficiency will increase (Montgomery, 1994). This could 
be tested among Nordic media companies. 

We applied the Berry-Herfindahl index method for measuring the degree of di-
versification. Future research could use the other measurement methods and ap-
ply it on the Nordic media market. 
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Appendix 1 - Companies 
  Focused companies 

Company No. of 
segments 

Turnover 
(mil. ) 

EBIT 
(mil. 

) 

ROS ROE ROA Cash 
flow StD 

Sales 
growth 

Telenor Broadcasting 1 602,5 22,625 0,039    0,166 
JP 1 358,652 9,932 0,028 0,101 0,039 0,519 -0,014 
Helsingborgs Dagblad 1 47,888 6,086 0,127 0,566 0,168 0,310 0,208 
Forma 1 69,432 3,982 0,057 0,658 0,097 1,161 -0,079 
TV2 dan 1 205,154 26,958 0,131 0,258 0,135 2,814 0,013 
Fyens 1 68,533 2,458 0,036 0,127 0,066 0,733 -0,037 
Esan 1 45,987 5,884 0,135 0,291 0,164 1,470 0,062 
Kaleva 1 45,764 8,768 0,196 0,303 0,207 0,428 0,046 
Valitut palat 1 31,930 0,799 -

0,147
-0,986 -

0,329 
0,249 -0,007 

Nya 
Wermlandstidningen 

1 54,223 7,000 0,129 0,135 0,097 0,371 -0,056 

Liberala tidn. 1 57,421 1,579 0,036 0,127 0,070 3,906 0,011 
Östgöta 
Correspondenten 

1 37,054 2,114 0,058 0,143 0,083 1,132 -0,049 

LRF 1 33,804 1,517 0,045 0,848 0,079 1,663 0,044 

 

   Diversified companies  
Company No. of 

segments 
Diversifi-

cation  
Turnover 
(mil. ) 

EBIT 
(mil. )

ROS ROE ROA Cash flow 
StD 

Sales 
growth

Aller 2 0,476 470,230 35,599 0,131 0,144 0,095 0,196 0,030 
YLE 2 0,500 341,199 -71,078 -

0,208
-

0,236
-0,131 2,185 0,034 

Alma 3 0,583 460,500 39,700 0,086 0,083 0,039 5,437 -0,010 
Keskisuo
m-alainen 

3 0,339 91,345 14,915 0,166 0,318 0,193 0,313 0,274 

Sanoma 4 0,698 2395,900 199,200 0,083 0,146 0,085 0,141 0,191 

TS-group 7 0,507 281,021 73,568 0,262 0,196 0,115 0,145 0,080 
Otava 3 0,512 223,100 20,500 0,092 0,115 0,043 0,074 0,031 
Bonnier 9 0,799 2051,000 111,025 0,054 0,271 0,064 1,716 0,053 
Orkla 3 0,396 922,250 79,000 0,011 0,033 0,155 0,252 
TV4 2 0,064 247,815 12,031 0,049 0,134 0,083 0,884 -0,030 
A-pressen 4 0,366 305,097 11,854 0,039 0,134 0,055 0,125 0,027 
MTG 6 0,435 692,000 51,841 0,075 0,175 0,066 2,711 0,092 
Schibsted 4 0,345 1069,375 87,625 0,082 0,269 0,101 1,241 0,058 
Egmont 3 0,585 1107,100 50,800 0,046 0,267 0,093 0,776 0,001 
GP 3 0,037 177,541 -1,652 -

0,009
-

0,013
-0,004 3,621 0,019 

KF media 3 0,342174 166,072 6,072 0,037 0,046 7,075 0,059 
Gyldendal 2 0,499 139,823 6,532 0,047 0,118 0,052 0,304 0,081 
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Appendix 2 - Statistics H1a-H1b 
Revenue H1a  

 
Regressionsstatistik 

Multipel-R 0,596378 
R-kvadrat 0,355666 
Justerad R-
kvadrat 

0,332655 

Standardfel 471,5756 
Observationer 30 

 
 
 

 Koefficie
nter 

Standardf
el 

t-kvot p-värde 

Konstant 93,91629 120,732 0,77789 0,443157
X-variabel 1 1397,15 355,3842 3,931381 0,000505
 

Sales growth H1b  
   

Regressionsstatistik  
Multipel-R 0,307094  
R-kvadrat 0,094307  
Justerad R-kvadrat 0,06196  
Standardfel 0,085033  
Observationer 30  

   
   
   

 Koefficie
nter 

Standardf
el 

t-kvot p-värde   

Konstant 0,025538 0,02177 1,173104 0,250637  
X-variabel 1 0,109419 0,064082 1,707495 0,098797  
 



  

 

 
 

41

Appendix 3 - Statistics H1c 
ROS  

  
Regressionsstatistik 

Multipel-R 0,027208 
R-kvadrat 0,00074 
Justerad R-kvadrat -0,03495 
Standardfel 0,089484 
Observationer 30 

  
  
  

 Koefficie
nter 

Standardf
el 

t-kvot p-värde 

Konstant 0,061362 0,02291 2,678438 0,012238
X-variabel 1 0,009712 0,067436 0,144025 0,886512
 

ROE  
  

Regressionsstatistik 
Multipel-R 0,088199 
R-kvadrat 0,007779 
Justerad R-kvadrat -0,03191 
Standardfel 0,315519 
Observationer 27 

  
  
  

 Koefficie
nter 

Standardf
el 

t-kvot p-värde 

Konstant 0,199325 0,083944 2,374491 0,025562
X-variabel 1 -0,10815 0,244285 -0,44272 0,661773
 

ROA  
  

Regressionsstatistik 
Multipel-R 0,30275 
R-kvadrat 0,091657 
Justerad R-kvadrat 0,058015 
Standardfel 0,06121 
Observationer 29 

  
  

 Koefficie
nter 

Standardf
el 

t-kvot p-värde 

Konstant 0,098347 0,016211 6,06658 1,78E-06
X-variabel 1 -0,07744 0,046917 -1,6506 0,110408
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Appendix 4 - Statistics H2a – H2b 
T-test: Revenue   
H1a 

 Variabel 
1 

Variabel 
2 

Medelvärde 655,3746 127,5647
Median 341,1986 54,22256
Varians 453977,6 28997,69
Observationer 17 13
Antagen medelvärdesskillnad 0
fg 28
t-kvot 3,102877
P(T<=t) ensidig 0,002929
t-kritisk ensidig 1,701
P(T<=t) tvåsidig 0,005857
t-kritisk tvåsidig 2,048
 

T-test: Sales growth 
H1b 

 Variabel 
1 

Variabel 
2 

Medelvärde 0,072925 0,023707
Varians 0,007533 0,007098
Observationer 17 13
Antagen medelvärdesskillnad 0
fg 28
t-kvot 1,564987
P(T<=t) ensidig 0,064839
t-kritisk ensidig 1,701
P(T<=t) tvåsidig 0,129677
t-kritisk tvåsidig 2,048
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Appendix 5 – Statistics H2c 
T-test: ROS 

 
 Variabel 

1 
Variabel 

2 
Medelvärde 0,061194 0,066919
Varians 0,008788 0,006961
Observationer 17 13
Antagen medelvärdesskillnad 0
fg 28
t-kvot -0,17651
P(T<=t) ensidig 0,430607
t-kritisk ensidig 1,701
P(T<=t) tvåsidig 0,861213
t-kritisk tvåsidig 2,048
 

T-test: ROE 
 

 Variabel 
1 

Variabel 
2 

Medelvärde 0,141354 0,214053
Varians 0,018243 0,201608
Observationer 15 12
Antagen medelvärdesskillnad 0
fg 25
t-kvot -0,54161
P(T<=t) ensidig 0,298624
t-kritisk ensidig 1,708
P(T<=t) tvåsidig 0,597247
t-kritisk tvåsidig 2,06
 

T-test: ROA 
 

 Variabel 
1 

Variabel 
2 

Medelvärde 0,060419 0,10597
Varians 0,00425 0,002615
Observationer 17 12
Antagen medelvärdesskillnad 0
fg 27
t-kvot -2,10568
P(T<=t) ensidig 0,022336
t-kritisk ensidig 1,703
P(T<=t) tvåsidig 0,044672
t-kritisk tvåsidig 2,051829
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Appendix 6 – Statistics H3 
Cash flow stability 

  
Regressionsstatistik 

Multipel-R 0,006796 
R-kvadrat 4,62E-05 
Justerad R-kvadrat -0,03699 
Standardfel 1,749531 
Observationer 29 

  
  
  

 Koefficie
nter 

Standardf
el 

t-kvot p-värde 

Konstant 1,43161 0,463355 3,089663 0,004607
X-variabel 1 0,047355 1,340996 0,035314 0,97209
 


