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Abstract

This study examines how board diversity and characteristics of directors affect the financial
and non-financial performance of Swedish state-owned enterprises (SOEs). SOEs are
characterized by state ownership, goal complexity, governmental funding and control and are
therefore typical examples of hybrid organizations that purse both commercial and political
logics. The board of directors (BODs) of SOEs as representatives of the shareholder serve as
corporate governance mechanism to control and monitor the organization to achieve financial
and non-financial targets. Further, the boards should compose of directors with the appropriate
competence and experience as well as integrity and ethical values to govern the challenges for
hybrid organizations.
Therefore, information of the BODs on Swedish SOEs are conducted regarding their
educational background, professional experience, multiple appointments, tenure, gender
diversity and age diversity, as well as the amount of state representatives. Financial
performance was measured by using Return on Assets and Return on Equity, while nonfinancial performance was measured as the fulfillment of non-financial goals and the amount
of reported and disclosed GRI standards. Our eight research hypothesizes are all based on prior
research on corporate governance concerning board diversity and firm performance in both
private as well as public organizations. Moreover, institutional logics and upper echelons theory
are used to explain the effects of the diversity characteristics on corporate performance. All
hypothesizes were rejected due to insignificant relationship. Even though a significant
relationship was indicated between professional experience of the directors and financial
performance, the hypothesis was rejected, since the relationship was the opposite of the
expected.
One of the reasons for these results can be that institutional logics and competing goals prevent
the BODs from focus too strong on either financial or non-financial targets.
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1. Introduction
This section introduces the concept of corporate governance in State-owned Enterprises as
hybrid organizations. A short background of the subject is followed by the problematization,
which includes primary theoretical considerations. The chapter ends with the research
question, research purpose and the disposition of the dissertation.

1.1 Background
Corporate governance has its roots in the separation of ownership and control and concerns the
way in which corporations are directed and monitored, so that it carries out its mandate and
objectives effectively (Bozec & Dia, 2007; Brennan & Solomon, 2008). Cadbury (1992) defines
corporate governance as the systems that directs and controls companies, which means setting
the direction in which the company moves, its objectives and the achievement of these
objectives. Out of the separation of ownership and control an agency problem emerges, which
is fundamental to corporate governance. The agency problem occurs through information
asymmetry when an agent (management) operates in the behalf of a principle (owner) (Shleifer
& Vishny, 1997). The corporate governance system is required to resolve the agency problem
in both private and public organizations. Public organizations, such as state-owned enterprises
(SOEs), are likely to suffer more severe agency problems than other firms. First, they undergo
a double agency problem because an agent, who will usually be a politician with his own
agenda, will represent the state’s interests in the company. Second, they also suffer a common
agency problem, because they are overseen by several levels of government, or by both the state
and minority shareholders with potentially conflicting interests, which may be inconsistent with
profit maximization (Shleifer &Vishny, 1997).
Furthermore, the corporate governance of public organizations such as SOEs is shaped by
different institutional logics. SOEs are typical examples for hybrid organizations, which in a
broader context implies a mix of a specific type of organization composed of structural elements
adopted from other types of organizations (Grossi et al., 2017). A hybrid organization is
characterized through mixing elements, value systems and actions (e.g. social impact and profit
generation) of various sectors of the society, such as the public sector, private sector and
voluntary sector. Further, hybrid organizations merge different types of logics (Alexius &
Furusten, 2018), such as commercial logic to generate profits, social logic to provide services
1

as charity for the poor or handicapped society, or the political logic to provide services to the
public, which means that hybrid organizations do not fully fit into one single logic. Alexius et
al. (2018) and Bozec & Dia (2007) define SOEs as hybrid organizations as they are subject to
political and commercial objectives simultaneously, originating from the public ownership of
limited companies, whereas private organization are based on commercial logic. The state,
regional governments or municipalities possess full, majority, or significant minority ownership
on SOEs which allows them to exert significant control (OECD, 2015), SOEs are very similar
to private corporations in the way they function (Bozec & Dia, 2007). Moreover, they operate
in many sectors of the economy that the general population rely on, such as water, energy,
health, and education (Daiser et al. 2017), and thus, account for a significant portion of
government activities and gross domestic product (GDP) (Bozec & Dia, 2007).
Reforms in the provision of public services with new institutional arrangements have
significantly increased SOEs in many countries over the past few decades. While corporate
governance and management deficits have led to many discussions in this area, corporate
governance of SOEs remains a major challenge in many countries (Grossi et al., 2015). With
the blending of multiple logics different organizational structures, including the board
composition and organizational objectives accompany (Grossi et al. 2017). The pursuit of the
commercial logic led to scandals in the past and further shaped the corporate governance
systems, which legitimized new laws or codes of best practice (Thomson & Conyon, 2012).
The misappropriation of assets and fraud at Enron and WorldCom in the US serve as examples
for scandals in private organizations, since the ensuing Sarbanes-Oxley Act legislation was
introduced in 2002 in order to prevent such scandals in the future and protect the investors by
improving accuracy and reliability for corporate disclosures (Bozec & Dia, 2007; Brennan &
Solomon, 2008). Also, in the public sector scandals occurred in the past. In the Swedish context,
in 2007, a former chief executive officer (CEO) of Vattenfall resigned after a fire in the
company's nuclear power plant led to a shutdown of a reactor in Germany and the exposure of
a list of deficiencies, which has been undisclosed by the board and management (Tagesspiegel,
2007). From 2007 to 2010, the board and management of Telia, a Sweden-based
telecommunications company, were involved in a bribery scandal with the Uzbek government
by approving the payment of the bribes in order to enter the market and gain licenses
(Transparency International, 2018). These cases were of particular interest in Sweden, since
Vattenfall and Telia account for 38% respectively 8% of the total net sales and employ 14%
respectively 18% of the total amount of employee by SOEs (Government Offices of Sweden,
2

2018). Such negative events increased the public pressure on governments for better
governance of SOEs (Daiser et al. 2017).
Bozec & Dia (2007) highlight the importance of the board of directors (BODs) by describing it
metaphorically as backbone of corporate governance. Therefore, the government guidelines
determine regarding the composition of the board, that the members need to have integrity and
ethical values besides a high level of relevant expertise which fit to the operations and
challenges of the particular company, professional qualifications, background, skills and
experience (Government Offices of Sweden, 2018). However, board appointments and the
board composition with people that possess the competence and skills to represent and govern
the management is a challenge for hybrid organizations (Alexius et al., 2018). The nomination
and recruitment of the board members of hybrid organizations, including chief financial officer
(CFO) and CEO is relevant, as these actors are responsible for the strategic decision-making
and the organizational performance. Furthermore, the goal complexity of public owned
enterprises may lead to insufficient organizational performance (Alexius et al., 2018). Grossi et
al. (2017) claim that there are a few studies concerning the role of individuals in hybrid
organizations, however, as organizations are represented by individuals who interpret the often
conflicting logics in hybrid organizations, further research is necessary. Also, Alexius &
Furusten (2018) call for more empirical research since governing hybrid organizations are still
theoretical fields under development. Since Swedish SOEs follow multiple logics and faced
challenges to fulfill the logics in the past, it can be interesting how diversity characteristics of
the board members of Swedish SOEs is related to the corporate performance. Board diversity
comprises the varying characteristics that may exist amongst the board members and how the
variety can influence the decision-making process (Allini et al., 2016). Also, the rise of hybrid
organizations, such as enterprises owned by states, regions or municipalities or enterprises with
an overall purpose of serving society, in many countries around the world during the twentieth
century (Alexius & Furusten, 2018) further demand the need to study the role and composition
of the BODs on SOEs and how these factors affect the corporate performance. Thus, there is a
need to understand the influence of individuals such as the directors of the boards on the
corporate performance.
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1.2 Problematization
Existing empirical research on the relationship between the characteristics of the individuals
that form the corporate governance of hybrid organizations and the corporate performance
found different aspects that have an influence. Moreover, the overall results on the relationship
between boards and corporate performance are inconsistent (Bozec & Dia, 2007). Bozec & Dia
(2007) suggest that the examination of the board effectiveness includes analyzing board
characteristics, such as board independence and size, and the corporate performance based on
market returns, Tobin’s q or accounting financial measure. However, recent literature (Kuzman
et al., 2018; Pascal et al., 2017; Thompson et al., 2018) on the relationship between board
characteristics and corporate performance in SOEs used also other perspectives and ankles to
examine this interaction.
In SOEs political ties can be established through directors appointed by the government, which
involves the risk that they rather fulfil their personal or political interest than the aim of the
organization. In addition, these state representatives may lack the appropriate knowledge, skills
and experience to carry out the duties of the board (Kuzman et al., 2018). Kuzman et al. (2018)
suggest that changes in the board of directors for SOEs are in line with political rather than
market forces. Whenever a new government representative or ruling political party is elected,
government officials and political appointees are replaced. Political institutions are thus
distancing themselves from individuals linked to the previous political administration, who are
unlikely to show loyalty and impartiality for the new political party in power. Changes to board
members that are politically induced may indicate that the likelihood of discharge of board
member due to poor performance for SOEs is much lower. Nevertheless, changes to board
members through political interference may result in operational inefficiencies and poor
performance of the SOEs (Kuzman et al. 2018).
Besides the political affiliation of board members, studies show that also personal skills and
expertise of the directors affects the performance of SOEs. In a study of hybrid organizations
in the microfinance industry, Pascal et al. (2017), analyzed the influence of the CEO’s business
education on the financial and social performance of the organization. Same as with SOEs,
microfinance institutions work with multiple logics, a banking logic that requires the
achievement of financial sustainability and a developing logic that requires the provision of
appropriate loans to poor segments of the population. It is argued that educational and business
background is an important resource for organizations, as it provides a basic understanding of
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the complexity and institutional environment of organizations. According to Pascal et al. (2017)
the organizations managed by CEOs with a business education have a significantly better
performance in both financial and social measures, than organizations managed by CEOs with
different educational backgrounds. The authors conclude that a business education does not
negatively affect the trade-off between the two logics of hybrid organizations. Although the
study of Pascal et al. (2017) focus on microfinance institutions and the role of CEOs education,
the basic idea of the research is applicable to SOEs and BOD, since microfinance institutions
are typical examples of hybrid organizations and CEOs are part of the corporate governance.
With focus on SOEs, Thompson et al. (2018) examined the role of the BODs on the corporate
performance in the emerging economy in Barbados. The authors found that directors perceive
that they perform efficiently, influence decision-making and exert control in the SOEs.
However, several contradictions and dilemmas were indicated, including government
interference, appointment problems, inadequate disclosure, lack of independence, as well as
lack of knowledge and training concerning financial matters, accounting and auditing
guidelines. These issues lead to excessive delays and lengthy board meetings and thus in a weak
governance environment, which may result in poor performance of the SOEs. Due to this
finding, Thompson et al (2018) highlights besides the importance for the appointment of
independent directors, the requirement of selecting qualified candidates with skills, experience
and business knowledge, rather than political allegiance, in order to improve the efficiency of
the corporate governance.
Bozec & Dia (2017) analyzed the relationship between the structure of BODs in Canadian SOEs
and their technical efficiency. The authors focused on three characteristics of the board, namely
board size, board independence and leadership structure. Furthermore, it was hypothesized that
a higher performance is associated with SOEs that have a smaller board, a larger proportion of
outsiders on their boards, and when the roles of CEO and board chair are separated. The
quantitative analysis provides evidence that there is a positive relationship between board size,
board independence and corporate performance, when SOEs are exposed to market discipline.
This indicates that larger and more independent boards are more effective at governing within
a complex and uncertain environment, than SOEs with smaller, less independent boards (Bozec
& Dia, 2017). This is consistent to the study of Arosa et al. (2013) in their study of the
relationship between board structure and corporate performance in Spanish enterprises. Even
though Arosa et al. (2013) examined in the context of the private sector, they found that
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independent, proactive and a separation of the role of CEO and board chair is positively
affecting the corporate performance.
To sum up, recent research on SOEs indicates that human capital and diversity of the directors
and the board composition may have an influence on organizational outcomes. The diversity
characteristics to be considered can be for example competence, tenure, gender, age and
independency (Allini et al. 2016). Nevertheless, there is less literature concerning the influence
of the BODs’ competence on the performance of SOEs, especially in the context of Sweden.
Particularly the inclusion and measurement of non-financial performance is quite uncommon
in recent literature in the context of hybrid organizations and therefore a relatively new
approach. With this background, we find it interesting to explain how diversity characteristics
of the BODs influence the corporate performance (financial and non-financial) of Swedish
SOEs. This is a relevant research question because many SOEs in the near future could replace
their board members in order to improve the corporate performance. Since SOEs struggle with
relatively poor performance and high operational costs, and the fact that they manage large
amount of public money to provide public services, studies searching for a relationship between
the profile of the BODs and the SOEs performance and protecting the public interest, like this
study, should therefore be relevant and demanded. Also, Denis et al. (2015) highlights the
importance to understand the roles and identities within hybrid organizations as a future
research area and suggest that the combination of multiple theoretical perspectives in studying
hybrid organizations may be fruitful. Moreover, this study is relevant not only for SOEs but
also for the rapid growing phenomenon of hybrid organizations (Pascal et al. 2015).

1.3 Research Question
How do board diversity characteristics affect the corporate performance of Swedish SOEs?

1.4 Research Purpose
The general aim of this study is to explain how board diversity characteristics in Swedish SOEs
influence the corporate performance by examining the relationship between board competence,
tenure, gender, age, as well as state representatives and the corporate performance.
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1.5 Disposition
This dissertation is structured as followed:
Introduction. The introduction presented the background and problematization of the subject of
the study, followed by the research question and research purpose.
Theoretical Methodology. In the next chapter, the theoretical methodology is discussed. The
research philosophy and approach as well as the choice of methods and theories are described.
This section is ended with the time horizon of the study
Theoretical Framework. In the third chapter, the applied theories and the concepts of the
corporate governance model of SOEs as hybrid organizations are presented. Further, the
concepts that may have an effect on corporate performance of SOEs are illustrated in a research
model. Thereafter, corporate performance, including financial and non-financial targets, is
explained and for each concept hypothesizes are developed based on previous studies and the
theories.
Empirical Methodology. The fourth chapter describes the empirical methodology including the
research strategy, data collection, and operationalization of the research variables. Moreover,
the data analysis as well as reliability of the study is presented.
Empirical Results and Analysis. This section contains the results of the descriptive statistics,
correlation analysis and regression analysis. Thereafter the results are analyzed and concluded
with the rejection or acceptance of the hypothesizes.
Discussion. In the sixth chapter, the empirical results are discussed based on the theories and
concepts presented in the theoretical framework.
Conclusion. The dissertation is concluded with a summary of the thesis, containing the main
findings. Further, the theoretical and practical contributions are presented. Finally, the
limitations of the research and suggestions for future research are discussed.
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2. Theoretical Methodology
This section presents the theoretical methodology of the dissertation. The research purpose of
this study is to explain the relationship between various characteristics of the BODs in Swedish
SOEs the corporate performance. To answer the research question, we follow a deductive
research approach by presenting a theoretical framework, drawing on the concepts of
institutional logics and the upper echelons theory. With a positivist research philosophy, we
will test archival data in form of a content analysis of annual reports, websites and curriculums
of directors on Swedish SOEs.

2.1 Research Philosophy & Approach
In general, a research philosophy relates to the nature of knowledge and how the knowledge is
developed while doing a research. Furthermore, the research philosophy provides information
which assumptions are made and has a fundamental impact on how the developed knowledge
is understood (Saunders et al., 2009). This study applies a positivist research philosophy since
the purpose of the study is to examine how and not why diversity characteristics of BODs have
influence on corporate performance.
With a positivist research philosophy our study is based on previous research with application
of already existing theories while empirical material is used to either confirm or falsify the
developed knowledge from previous research (Bryman & Bell, 2015). According to Saunders
et al. (2009) a positivist research philosophy presupposes that the studied phenomena must be
observable, which is why we applied in our study a quantitative research approach by
conducting archival data through a content analysis with focus on diversity characteristics on
BODs of Swedish SOEs. Furthermore, in a positivist approach the research should be carried
out free from values, as far as possible. However, it has to be considered that every study is not
completely free from inclusion of own values and subjective judgements (Saunders et al., 2009).
Since the data collection and data analysis was accomplished from two researchers in close
collaboration with an experienced supervisor, it can be assumed that the inclusion of individual
values as well as subjective judgements is rather low than it would be the case of only one
researcher.
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With the choice of the research philosophy the choice of the research approach accompanies,
which can either be deductive, inductive or abductive. The deductive approach is characterized
by testing a developed theory and hypothesis, in order to explain causal relationships between
certain variables (Saunders et al., 2009). Contrary, an inductive research approach is a theory
building process. From the data and analysis of a specific case the formulation of a theory would
follow up (Bryman & Bell, 2015; Saunders et al., 2009). This implies that based on the study’s
empirical data a theory is established. Lastly, in studies with an abductive research approach,
new theories are developed through the collection of additional appropriate findings and
analysis of empirical data. Therefore, the abductive approach can be seen as a combination of
a deductive and inductive research approach (Bryman & Bell, 2015).
To create a theoretical framework (see 3.3.1 Research Model) and hypothesis in a deductive
study, a review of prior literature, which refers to the studied topic and provides the ability to
create assumptions in line with established theories, is necessary. The results of the empirical
data in a deductive study are analyzed based on the logical reasoning and the assumptions made
in the theoretical model. Another requirement for deductive research is the selection of a
sufficient sample size, otherwise the results are limited in the generalizability (Saunders et al.
2009). To sum up, a deductive research approach draws new knowledge and conclusions of a
specific case with logical reasoning and assumptions from general law, established theories and
knowledge. In this research, using the deductive method suits the best, since we aim to explain
how diversity characteristics in BODs of Swedish SOEs affect corporate performance, based
on theoretical assumptions and theories. Theories are used to explain how various
characteristics concerning the diversity of directors on boards can have influence on the
performance of SOEs. The deductive approach allows us to gain a deeper understanding and
describe the relationship between the diversity characteristics of the BODs and corporate
performance and how institutional logics and the upper echelons theory may explain this
relationship.
With regards to the purpose of this study, to explain how specific characteristics of BODs affect
the corporate performance of Swedish SOEs, we consider it as important to develop a
theoretical framework with the main assumptions of the case, as a fundamental to draw logical
conclusions. Hence, a deductive method based on two theories (institutional logics, and upper
echelon theory) complemented with relevant knowledge of previous studies serves as the
general theoretical framework for this study. While theories explain the reason why
relationships are expected to occur, previous studies help to gather knowledge about the current
9

state of knowledge in the subject of study, create awareness of limitations and critical
assessment (Saunders et al., 2009).

2.2 Choice of Method
Research methods comprise a range of different techniques to gather data which is then used as
a basis for analysis and interpretation, explanation or prediction (Cohen et al., 2007). The choice
of the research strategy to answer a particular research question depends on the objectives, the
extent of prior knowledge, as well as resources available (Saunders et al., 2009). Generally, it
can be distinguished between quantitative and qualitative research methods. Although, these
two methodological directions differ in some dimensions, they are not necessarily mutually
exclusive (Given, 2008).
A quantitative research method is described as a data collection technique that generates and
use numerical data. Statistical, mathematical or computational techniques are applied to do a
systematic empirical investigation of a phenomenon. A central aspect in a quantitative research
approach is the measurement process which enables to generate empirical results and the
expression of relationships (Given, 2008). In quantitative research, social reality is considered
objective and controllable, with the goal to describe contexts in the form of models and
numerical data as accurately as possible and to make them predictable. Furthermore, a
quantitative empirical research requires conducted data which corresponds to the criteria of
objectivity, reliability and validity, in order to examine the preceded theories and assumptions
(Röbken & Wetzel, 2017).
Contrary to quantitative, a qualitative research primarily conducts and generate non-numeric
data (Saunders et al., 2009) and aims to explore and understand the meaning of individuals or
groups concerning a specific problem. Furthermore, the data is exclusive to the set of
participants in the study and the evaluation is typically interpretive, thus it is more subjective
and barely controllable. Hence, it is argued that the interpretations are subject to subjective
intentions, which may result in different meanings for and non-replicable or generalizable
results (Röbken & Wetzel, 2017).
Grossi et al. (2015) state that there is a need for quantitative and comparable data to increase
knowledge in the transformations, arrangements and social and economic implications of SOEs.
In line with that and as suggested by Saunders et al. (2009), which claim that studies with a
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positivistic research approach emphasize on quantifiable observations leading to statistical
analysis, we apply a quantitative method based on archival research. Furthermore, the thesis
applies a deductive approach to test the data based on theories and assumptions out of prior
literature, which implies a quantitative method rather than a qualitative (Bryman & Bell, 2015).
Thereby, this study applies quantitative content analysis as a research method.

2.3 Choice of Theories
This research will test the data from the quantitative content analysis of annual reports and
websites of Swedish SOEs as well as a social media platform with established logics and a
theory, namely institutional logics and the upper echelons theory. The institutional logics, in
particular the commercial logic and political logic serve as a base to understand the goal
complexity of SOEs, and their directors on the board, especially the influence of state
representatives. In complement, the upper echelon theory is applied to explain how
demographic diversity characteristics in terms of competencies, tenure, gender and age of
directors on boards of SOEs may influence the corporate performance. Both, the logics and the
theory serve in this study as foundation for the relationship between the BODs and corporate
performance in the context of SOEs.
Corporate governance research in general is dominated by agency theory perspective. While
agency theory is important in explaining corporate governance (Bruton et al., 2015; Denis et al.
2015), we find that it is not sufficient for this study. Alternative perspectives are needed in
explaining the different diversities within the board of directors and the impact that it has in
corporate performance. For this reason, institutional logics and upper echelons theory will be
used to explain the relationships. The upper echelons theory is used to explain the effect of
demographic characteristics and the cognitive frames of directors, such as knowledge and skills,
on the performance of the organization. With the institutional logics we aim to explain how the
background of the directors (from commercial or politics) and hybridity of the organizations
may have an influence on the financial and non-financial performance of SOEs.
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2.4 Time Horizon
There are two different time horizons for research projects to distinguish (Saunders et al. 2009).
A study can either be cross-sectional or longitudinal. Lastly, it depends on the research question
which time horizon should be chosen. As our research aims to explain how different concepts
relate to an outcome for a certain period of time, it is common to employ a cross-sectional
approach. Thereby, we use a cross-sectional research design. Further, cross-sectional time
horizon is mainly used for research projects with time limits, which further expresses relevance
to use it, since the dissertation is to be written within a time period of 10 weeks. Contrary, a
longitudinal research design relates to research projects that study changes and developments
over a long period of time (Saunders et al., 2009).
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3. Theoretical Framework
This chapter presents the theoretical framework of this study and includes the description of
the theories, concepts of SOEs as hybrid organizations and characteristics of the board of
directors through a review of relevant literature. The section is concluded with the development
of the research hypothesizes which thereafter are presented and summarized in the research
model.

3.1 Chosen Theories
The purpose of this study is to explain how board diversity characteristics of Swedish SOEs
influence the corporate performance. Prior literature concerning BODs as a mechanism of
corporate governance are mainly based on the agency theory (Bruton et al., 2015; Denis et al.
2015; Pugliese et al., 2009), as it explains the fundamental relationship and agency problems
between the principle and the agent. However, a brief introduction of the agency theory was
provided in the background to ensure a basic understanding why corporate governance
mechanisms, such as BODs are necessary. In order to provide new contributions to the existing
knowledge on the research field of corporate governance in SOEs, we choose to examine the
topic from another theoretical perspective. Hybrid organizations are studied with the use of
various theories (Denis et al., 2015). Denis et al. (2015) in their literature review provide
examples of prior studies that applied the institutional theory to describe the changes in the
governance of hybrid organizations. However, the case of hybrid organizations or respectively
SOEs requires more than one theory, hence the next section reviews the theoretical background
on institutional plurality and upper echelons theory in the context of SOEs as hybrid
organizations and on corporate governance.

3.1.1 Institutional Logics
The institutional theory describes how rules, norms and shared strategies shape human and
organizations towards a greater level of homogeneity (Heikkila & Isett, 2002). Besides the role
of public sector agencies as a source of institutional pressures through regulation, oversight and
funding relations for other organizations, public organizations are themselves object of
institutional pressures (Frumkin & Galskiewicz, 2004). The intervention of the state and actions
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of governments are seen as central function initiating structural transformation in other
organizations, as through increasing legal and regulatory pressures organizations tend to adopt
homogeneous structures and management practices (Frumkin & Galskiewicz, 2004). The
institutional theory can also be used to explain why the structure of public and private
organizations deviate, and how characteristics of a political system shape public administration
strategies (Heikkila & Isett, 2002).
DiMaggio & Powell (1983) differ between coercive isomorphism, emerging from political
intervention and the need for legitimacy, mimetic isomorphism, which stems from coping with
uncertainty by adopting models of other organizations, and normative isomorphism, resulting
from the need to conform to norms. The three kinds of isomorphism can be interrelated and
overlap, however, they tend to emerge from various conditions. Moreover, various researchers
(e. g. DiMaggio & Powell, 1991; Heikkila & Isett, 2002) distinguish the literature on
institutionalism between a sociological perspective that emphasizes how unconscious
processes, such as socially accepted norms and standardized practices influence behavior, and
a rational perspective in political science and economics, which emphasizes how regulations
and incentive structures limit or support certain actions (Heikkila & Isett, 2002). Some
researchers have viewed these institutional perspectives as incompatible whereas other, more
recent scholars consider the perspectives as complement to each other (Heikkila & Isett, 2002).
Frumkin & Galskiewicz (2004) state that the research has shifted the focus from mostly rational
explanations of organizational behavior toward a broader perspective that emphasizes the role
of the culture and political context organizations operate in. However, Heikkila & Isett (2002)
argue that analyzing only one of these perspectives is not sufficient, since public organizations,
such as SOEs, integrate both institutional perspectives. The integration of sociological and
rational perspectives includes the relationship between exogenous and endogenous institutional
factors and therefore explains how organizations are influenced in decision-making and their
structure (Heikkila & Isett, 2002).
In terms of hybrid organizations, it is argued that they operate in a complex institutional context,
with multiple competing institutional logics (Argento et al., 2016). Skelcher & Smith (2015)
argue that hybridization arises from a plurality of rationalities which are termed institutional
logics. Institutional logics is highly relevant to studies of hybridity, as Skelcher & Smith (2015,
p. 439) argue that “rather than conceptualizing hybrids descriptively as entities that somehow
combine different sectoral characteristics or organizational forms, a theoretically richer
approach is to propose that they are carriers of multiple institutional logics”. Thornton & Ocasio
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(2008) describe that by means of institutional logics, content and meaning of institutions can
be defined. By considering institutional logics, the focus is shifted from isomorphism toward
the effect of various institutional logics on individuals and organizations in a larger variety of
contexts. Individual and organizational actors are subject to institutional logics, which shape
rational and mindful behavior (Thornton & Ocasio, 2008). In line with that, Skelcher & Smith
(2015) describe hybridization as a process with plural logics and thus actor identities of
organizations that lead to various possible organizational outcomes.
Hybrid organizations are exposed to different types of logics which may contain different and
competing objectives. Balancing and blending the aims of these logics can cause challenges
and tensions (Alexius & Furusten, 2018). With the rise of New Public Management (see Denis
et al., 2015; Vandenabeele, 2007) reforms, which caused changes in the management and
administration, public organizations such as SOEs are expected to comply with a commercial
logic. The commercial logic requires the organizations to transmit governance models and
management techniques of the private sector to the public sector (Argento et al., 2016;
Vandenabeele, 2007). By following this logic, economic growth, expansions, higher
productivity commercialization and internationalization are considered as major goals (Alexius
et al., 2018).
Next to a commercial logic, hybrid organizations deal with other logics such as a political logic
(Argento et al., 2016). For SOEs the political logic is of particular interest since the
organizations are obliged to protect the public interest and deliver services with a certain degree
of quality and affordability (Argento et al., 2016). Within the political logic, organizations strive
to meet the needs and expectations of the consumers and citizens. Especially for SOEs, the
satisfaction of consumers and citizens is desirable, since this group represents voter for the
political parties, which appoint the state representatives on the BODs.
The BODs of hybrid organizations play a crucial role in governing processes and practices in
accordance to the multiple objectives and under consideration of the needs and demands of
various stakeholders, and thus in blending the institutional logics (Mair et al., 2015). The
multiplicity of logics influences organizations and individuals as well as the different ways in
which they respond, even if one logic may be dominant. The agency exercised by the actors is
shaped by the normative expectations of an institutional logic and the organizational context in
which they operate (Skelcher & Smith, 2015). The logics compete at an organizational level
and at an individual level in the politics of identity (Skelcher & Smith, 2015). Therefore, as
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argued by Lounsbury & Boxenbaum (2008), an analysis of the activities of people and
organization regarding both institutional logics is necessary in order to understand how the
pressures from different logics are dealt with.
In the case of SOEs, where political and managerial representatives compose the BODs, which
is regarding to Bozec & Dia (2007) the backbone of corporate governance and therefore
significant for the strategic direction and performance of the organization, the BODs influence
the balancing of institutional logics. According to Argento et al. (2016), the governance of
public service corporations shapes the receptivity of organizations to multiple logics. Further,
the authors argue that the prioritization of specific logics depends on the engagement and the
exercised authority of the governance. Argento et al. (2016) assign engaged key internal actors
with appropriate resources and capacity to exert the power to lead organizations toward a
specific institutional logic. In line with this, a SOEs with powerful state representatives might
be more sensitive to community and political logics, while managerial representatives might be
more sensitive to the commercial logic.

3.1.2 Upper Echelons Theory
Executives shape and influence strategy formulation and implementation, which ultimately
affects corporate performance (Hambrick & Mason, 1984). According to the upper echelons
theory, the different characteristics of top managers and different underlying factors affect the
decisions of top managers and thus, the firm results of those decisions. Furthermore, top
managers are the decision-making actors that are most powerful. Upper echelons theory shows
the understanding that the senior executives of an organization (the CEO and his/her selected
top management team) are responsible for strategic formulation and enactment. In viewing
strategy, and in interpreting strategic possibilities, members of the organization’s upper
echelons inevitably do so through the lens of their personal experiences, values, personalities,
and other similar human factors (Hambrick & Mason, 1984).
The main premise of upper echelons theory is that organizations reflect senior executives’ (the
upper echelons) cognitive frames (e.g. knowledge, skills, values, beliefs, biases) (Hambrick &
Mason, 1984). The model assumes that executives have bounded rationality, this notion
explains why there are far too many complexities in most strategic situations for complete
rationality to exist. Thus, decision-makers must work within the limits of their own cognitive
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frames (Hambrick & Mason, 1984). Furthermore, the authors argue that the upper echelons
model emphasizes cognitive biases such as availability bias, overconfidence, anchoring, and
illusion of control in explaining executives’ influence over all stages of decision-making.
Different demographic characteristics are linked to the cognitive basis and values of an
individual in the way they form and evolve according to the demographic belonging of the
individual. Characteristics such as gender, educational background, socio-economic
background, cultural background and age affect how individuals have been raised, but also how
family culture and general culture affected them in that particular time and context (Hambrick
& Mason, 1984). Hambrick & Mason (1984) further argue that older top executives tend to be
more conservative, whereas younger executives are likely to have higher ability to process new
ideas, lower commitment to organization status quo and more interest in progression than career
stability.
Although upper echelons theory is typically applied to explain how Top Management Teams
(TMT) shape strategic decisions, it does not require a focus on TMTs (Hambrick & Mason,
1984; Kanadli et al., 2018) and can also be applied to other corporate elites such as the board
of directors. Strategic decision-making is no longer only top executives’ task but is shared with
boards. Thus, the directors’ cognitive frames play an important role and impact both
comprehensiveness as well as the speed of strategic decision-making processes (Rindova 1999,
as cited by Kanadli et al., 2018). Board diversity is an important board demographic that works
against cognitive biases by increasing the comprehensiveness of decision-making. The
cognitive limit of a director is compensated with other directors’ different information,
knowledge, and perspectives (Kanadli et al., 2018).
Directors with different functional background, educational background, and industry
experience can direct attention to different fields of vision and hence can collect information
from different sources. Having different experiences that shape their knowledge, the
interpretation of such information can lead to different perspectives on the issues of a strategic
situation. Accordingly, board discussions have broad-ranging information during evaluation
and selection of alternatives. The evaluation of more alternatives can lead to better and more
creative decisions (Rindova 1999, as cited by Kanadli et al., 2018).
Furthermore, Hambrick & Mason (1984) argue that strategic actions have implications for
firms’ performance, but do not explicitly address whether the relationship is positive or
negative. However, upper echelons theory´s later research offers at least two reasons to expect
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an equal position between the company's strategic actions and future performance. First,
strategic actions benefit the future firm's performance by enabling companies to engage in
lucrative potential opportunities. Second, engaging in strategic action suggests that firms are
proactive, taking the risk and wanting to change. Such attributes help firms sail and take
advantage of favorable market conditions (e.g., new technologies) and potential negative
conditions (Wang et al., 2016; Hambrick & Mason, 1985). This thus affects the way that diverse
groups make decisions together since it can cause problems in the beginning due to them having
different perceptions and filters (Hamrick & Mason, 1984). But as time goes and they get to
know each other both their values and cognitive base will evolve and thereby gradually become
more similar, at least in some respects, which will make it easier for the group to make decisions
(Hambrick & Mason, 1985).
From the above discussion it becomes clear that the way top managers and boards make their
decisions originates from the cognitive basis and values they have acquired and depend on their
membership of certain demographic groups. Their cognitive basis and values in turn affect how
they interpret information, how they perceive it and how they react to it. Therefore, the upper
echelons theory explains the impact that different characteristics of individuals will have on
decision-making in various teams (Hamrick & Mason, 1984), which is why the theory will
work in this study as a contributing basis.

3.2 Corporate Governance of SOEs as Hybrid Organizations
The aim of this study is to examine how various characteristics of board members, such as
board competence, tenure, age, gender and directors appointed from the state affect the
corporate performance of Swedish SOEs. The BODs play a crucial part in the corporate
governance of entities. In general, corporate governance represents a system or ways in which
suppliers of finance get a return on invested money and therefore the owners on the entities
exercise power to assure a return on their investment (Shleifer & Vishny, 1997).
In a first step, it is fundamental to understand the governance characteristics of SOEs as hybrid
organizations that stem from publicness. All organizations are influenced to a certain degree by
public authority, which affects organizational operations (Nutt & Backoff, 1993), while models,
mechanisms, instruments and processes of SOEs that could promote effective and efficient
provision of public services remains an unclear research field (Grossi et al. 2015; OECD, 2015).
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Furthermore, hybrid organizations such as SOEs are exposed to more public aspects than
private organizations. The constraints and empowerments that stem from public authority
illustrate the publicness of organizations (Nutt & Backoff, 1993). However, it is claimed that
hybrid organizations and SOEs are market oriented and operate in a competitive market like in
the private sector, although they provide public services with public funding and are politically
governed (Grossi & Thomasson, 2015)
Grossi et al. (2017) characterizes hybrid organization if they meet at least one of the four
following criteria: (1) A mixed ownership with both government and private shareholders, (2)
multidimensional goal structure, including financial and mission-related objectives, (3) funding
trough sales revenues, often based on regulated tariffs, subsidies from government, charities, or
donations, and (4) external control and oversight by a supervisory board consisting the owners’
and workers’ representatives.

3.2.1 State Ownership
SOEs as a kind of hybrid organization, are defined as enterprises in which state, regional
governments or cities exert significant control. The control can be performed through full,
majority or significant minority ownership (OECD, 2015; Grossi et al. 2015). In the case of
Sweden, the state is a significant company owner with the overall responsibility to be an active
and professional owner and the aim to create value for their citizens as well as to ensure
commitment to the public policy assignments (PPA) (Government Offices of Sweden, 2018).
The citizens constitute for SOEs a multiple stakeholder role, as the enterprises are ultimately
owned by the citizens, represented through the government which appoint the BODs.
Additionally, the citizens may be employee and customer at the same time (Government Offices
of Sweden, 2017). The Swedish Government has a mandate from Riksdagen (the Swedish
Parliament) and therefore the responsibility to control and govern the SOEs in order to ensure
optimal long-term value performance (Government Offices of Sweden, 2017). SOEs should
serve as role models for the private sector in terms of sustainable business, good corporate
governance and generation of public confidence (Government Offices of Sweden, 2018).
Therefore, the Swedish Ministry of Enterprise and Innovation published “The state ownership
policy and guidelines for state-owned enterprises” which comply with the “OECD Guidelines
on Corporate Governance of State-Owned Enterprises”. These guidelines present a framework
and codes for both the state as owner and the SOEs with the clear presumption of separation of
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ownership and management (Government Offices of Sweden, 2017). The dual role of the state
as owner and regulator can cause conflicts of interests. Furthermore, state ownership reduces
the organizations’ compulsory profit while introducing additional governance issues (Bruton et
al., 2015). To solve this issue, the responsibility for sector specific legislation is allocated to
divisions, other than those involved in the governance of SOEs (Government Offices of
Sweden, 2017). The Swedish SOEs are mostly fully owned by the state and therefore owned
by the citizens. Thus, the citizens as the principals as well as the government have interest in a
favorable performance of the SOEs, while the citizens also expect to receive affordable public
services in a certain quality. For these reasons, SOEs are subject to public interest.

3.2.2 Goal Complexity
Another element is the fact that SOEs pursue multidimensional objectives. Alexius et al. (2018)
define SOEs as hybrid organizations as they are subject to a political and commercial logic
simultaneously, originating from the public ownership of limited companies. By considering
the various stakeholders, researchers (Thomasson, 2009; Alexius & Cisneros-Örnberg, 2015)
describe hybrids as organizations that meet both financial and non-financial goals and
simultaneously satisfy the expectations of internal and external stakeholders. This is
emphasized in the OECD Guidelines on Corporate Governance of SOEs, which indicate, that
SOEs have economic goals besides the provision of public services (OECD, 2015). Therefore,
SOEs as hybrids can be seen as complex organizations due to the blending of institutional
orders, different logics and organizational structures.
In general, importance of hybrid organizations has grown with the New Public Management
(NPM) reform, which attempted to make the public sector to become more familiar with the
private sector (Denis et al. 2015). Furthermore, the development in the public sector from
traditional public administration (PA), where the political logic is dominant and included the
administration, towards NPM, which implies an increased efficiency, autonomy, market
orientation and decentralization, to the mode of new public governance (NPG), which aims for
a general separation of politics and administration, presents an additional challenge for hybrid
organizations. With the NPM reforms in the 1990s, the accounting and financial reporting
concepts of hybrid organizations were further developed by adopting international accounting
standards. However, the main goal of SOEs can be something other than profit maximization,
hence, it cannot be assumed that SOEs behave and should be managed in the same way as

20

private firms (Bruton et al. 2015). Complementary, the financial approaches were supplemented
by non-financial performance measures that refer to the achievement of the organization’s
mission (Alexius et al., 2018).
The effective and efficient provision of public services and sustainable financial performance
requires a powerful governance and control of SOEs (Grossi et al. 2015). In the context of
institutional plurality in which SOEs operate creates ambiguity about incentives and value
disposition in performance measurement and involves accountability to a diverse set of
stakeholders (Alexius & Cisneros-Örnberg, 2015). Skelcher & Smith (2015) added on this
perspective the role of organizational members as they represent multiple identities, due to the
plural institutional logics. It is expected from the BODs to govern the organizations in a way
that ensures the provision of social services and a sustainable financial performance at the same
time.
Most of the Swedish SOEs operate in fully competitive markets under the same conditions as
other market actors, which requires them to adopt a commercial logic with focus on efficiency
and profitability, a long-term approach and the aim to innovate and develop (Government
Offices of Sweden, 2018). In the commercial perspective, SOEs are required to maximize value
performance for the shares and optimize profitability in order to survive in a competitive market
(Bruton et al., 2015). Besides the commercial logic which implies financial targets, SOEs
follow a political logic which calls for public policy targets (Alexius et al., 2018). In the
Swedish context, the objectives of SOEs are based on the assignment resolved by Riksdagen.
The BODs are informed about the public policy targets through the owner instructions. The
owner instructions are primarily applied in organizations which adopted PPA or receive
government subsidies (Government Offices of Sweden, 2018). Companies which are
considered to have adopted a specifically PPA often create economic benefit outside of their
sector and other than a financial return for their owner. These companies follow public policy
targets to contribute to enhance cultural values, research and development, pharmaceutical
supply, capital supply, maintenance of infrastructure provision, or to lower cost for health and
social care. In return, these companies may receive appropriations from the central government
(Government Offices of Sweden, 2018). Therefore, SOEs, especially those that adopted PPA,
aim to fulfill multiple goals simultaneously. On the one hand a sustainable financial
performance and value creation for the shareholders, and on the other hand providing public
services to the society with appropriations of the central government. This may intensify the
citizens’ expectations and obligations and, thus, the public interest.
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The state aims to perform the assignment well in the most efficient manner possible
(Government Offices of Sweden, 2018). However, these financial and public policy targets may
be conflicting, affecting each other, or not always pursued to the same extent. Thus, the
blending of logics and objectives creates public interest for the SOEs. Moreover, studies
claimed that expectations and pressures of accountability and performance have been more
demanding on public sector organizations compared to private sector organizations (Greiling et
al. 2015; Alexius et al., 2018) since they are exposed to a broader setting of stakeholders. Hence,
hybrid organizations are seen as more fragile and sensitive to external pressure due to the
blending of different logics (Alexius & Furusten, 2018).

3.2.3 Funding System
A further criterion of hybridity in SOEs can be funding system. According to Grossi et al.
(2015), public authorities are involved and have particular influence on SOEs through their
financial participation and the rules that govern SOEs. Those public authorities may own the
major part of the capital, and thus, the funding, or the majority of the shares. In addition, the
funding of hybrids can be supported through regulated tariffs and subsidies of the government
(Grossi et al. 2017). Holding this stake makes public authorities a fundamental actor in the
corporate governance of SOEs as they can exert dominant control by appointing members of
the BODs (Grossi et al., 2015; Bozek & Dia, 2007). The context of SOEs is unique because
they differ from private corporations due to the absence of major governance mechanisms other
than the board. SOEs are generally owned and financed by the state, hence SOEs do not issue
shares to the public and thus, are not subject to pressures from the stock market. Therefore, the
interaction effect between board and other governance mechanisms is expected to be low
(Bozec & Dia, 2007). Further, Smith (2014) argues that hybrid organizations lack resources to
sufficiently address the demand for public services, while governments can compensate these
demands through direct public funding and regulation of tariffs. From the perspectives of the
institutional logics, hybrid organizations which receive government funding and are regulated
by the government represent therefore the fusion of different logics (Smith, 2014).

22

3.2.4 Control
Although SOEs as hybrid organizations are subject to public interest, the Swedish SOEs follow
by company law the corporate governance model of the private sector. This model implies that
SOEs are controlled in an entrepreneurial way, even though the aim is to create public value
(Government Offices of Sweden, 2018). The corporate governance of Swedish SOEs comprises
same as privately owned companies the annual general meeting (AGM) as the highest decisionmaking body and BODs, which are responsible for setting the company's overall strategy and
adopting financial as well as public policy targets (Government Offices of Sweden, 2018).
Hence, they are responsible to fulfill the commercial and political logic of the enterprise.
Members of Riksdagen are entitled to attend in AGMs in which the Swedish state owns at least
50% of the shares. Also, the general public is invited to attend. (Government Offices of Sweden,
2017). In order to ensure the achievement of a long-term value creation in financial terms and
simultaneously protect the public interest and objectives, good corporate governance and
control mechanisms are essential. However, in comparison to private companies, SOEs have
no nomination committee, instead the nomination and recruitment of board members is within
the responsibility of politicians and their appointed civil servants in the Ministry of Enterprise
and Innovation (Alexius et al. 2018). Furthermore, the NPG pursues more transparency as it
leads to a marketization of the process of board nomination and recruitment, thus increased
justification regarding to educational and other professional requirements of the public
representatives, such as the board members of SOEs (Alexius et al., 2018). Therefore, hybrid
organizations can be seen as more difficult to control and assess, since there are conflicting
values and objectives that need to be balanced. In this view, the BODs play a crucial role for
balancing the multiple objectives and to protect the public interest of SOEs as hybrid
organizations.
In line with that, the government guidelines determine regarding the composition of the board,
that the members need to have high level of relevant expertise which fit to the operations and
challenges of the particular company, professional qualifications, background, skills,
experience, integrity, good judgment, and ethical values (Government Offices of Sweden,
2018). Moreover, the guidelines require a balanced gender diversity among the balance, by
targeting a minimum of 40% representation of both women and men on the board (Government
Offices of Sweden, 2018).
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3.3 Hypothesis & Model Development
In accordance to the Swedish Companies Act and the States Ownership and Guidelines for
State-Owned Enterprises, the board of directors of each company is responsible for the
company’s organization as well as to manage its business. This refers to the regulatory
assessment of the company's financial situation and assurance of satisficing internal controls
(Government Offices of Sweden, 2018). For this reason, the Government Offices of Sweden
apply a set of tools to achieve active and professional governance. One of these tools is the
nomination of directors that ensure effective provision of expertise, which is coordinated by the
Ministry of Enterprise and Innovation at the Government Offices of Sweden. A nomination of
a director includes the analysis of the applicants’ expertise regarding the companies’ operation,
situation, future challenges and under consideration of the given characteristic and composition
of the existing board. (Government Offices of Sweden, 2018). The nomination of directors also
requires a separate constant evaluation of the boards of all SOEs in order to determine
recruitment requirements, such as gender, age, and competencies, and initiate recruitment
processes. The boards are evaluated regarding the board composition, which demand to comply
with certain policies. The OECD (2015) recommends the ownership entity to maintain a
database with qualified candidates to ensure balance among educational background, area of
expertise, experience, gender and age. In line with that, the Swedish Ministry of Enterprise and
Innovation suggest to compose a board with six to eight directors in order to ensure efficiency,
while the board compositions must be appropriate regarding competencies, experience and
background of the directors.
As stated by Alexius et al. (2018), focusing on the financial mission and to prevent politicians
to use the firms as political instruments for various non-financial motives is of interest for SOEs
boards and managers. As a result, the politically and managerial independence as well as the
educational and professional experience of the board members is a matter of interest. Recent
researchers investigated the influence of board diversity, which can be defined as the variety
inherent in the board’s composition, measured on the dimensions of professional experience,
educational background, gender, age and organizational membership (Campbell & MinguezVera, 2008). Several variables have been used in studies to explore the relationship between
board diversity and corporate performance (Adams et al., 2015), however, these examinations
are mainly based on private corporations, whereas the field of hybrid organizations such as
SOEs remains under-investigated.
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3.3.1 Research Model
SOEs as hybrid organizations are characterized through state ownership, goal complexity,
public funding and control. The Swedish State is a significant owner with overall responsibility
and is represented through the appointment of directors on the boards of SOEs. The SOEs are
combining private and public sector characteristics as they are focused on both, market
objectives with a sustainable financial performance and public value creation through the
provision of affordable and qualitative public services. Furthermore, SOEs can be funded for
instance by the capital of public authorities, subsidies from government, through sales revenues
or on regulated tariffs (Grossi et al., 2015). The control of SOEs is exerted through the AGM
as highest decision-making body and BODs. Although SOEs as hybrid organization are subject
to public interest and are subject to mechanisms deviating from the private sector, the corporate
governance model is based on the private sector. Therefore, the BODs as representatives of the
owner and instance for decision-making and control play a crucial role on the corporate
performance.
With the upper echelons theory of Hambrick & Mason (1984), an understanding is created in
how the cognitive frames, such as knowledge and skills, as well as demographic characteristics
(e.g. gender and age) of directors can have an influence on the strategic decisions and control
and thus, on the corporate performance. On the other hand, SOEs as hybrid organizations carry
multiple institutional logics (Skelcher & Smith, 2015) which describe and justify individuals
and organizational behavior and actions, as they enable and constrain certain structures and
practices (Morrison, 2016).
Through the lens of this theoretical foundation we aim to explain how the board in terms of
task-related, non-task-related and structural diversity affects the corporate performance of
Swedish SOEs. The corporate performance considers also non-financial performance
measurements besides financial indicators, due to the fact that the objectives of SOEs as hybrid
organizations are both, of financial and of non-financial nature.
To sum up, the theoretical framework serves as the base for the empirical analysis in this study.
The above described theories, characteristics of the corporate governance of SOEs, and the
assumptions made from previous literature constitute the research model. With this theoretical
framework, viewing diversity characteristics in different contexts, this study aims to explain
how the BODs affect the corporate performance of Swedish SOEs. We argue that the board
diversity variables such as competence, tenure, gender, age and state-representatives affect the
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corporate performance, described with the use of the upper echelons theory and institutional
logics. The research model below serves as a guidance for the following subsections. In these
subsections for each factor hypothesizes are developed from previous literature on hybrid
organizations under consideration of the context of Swedish SOEs as well as upper echelons
theory and institutional logics.
Figure 3.1 Research Model: Diversity characteristics that are affecting the corporate
performance of Swedish SOEs.
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3.3.2 Corporate Performance
SOEs are created for the general welfare of the people. Like private enterprises, they pursue
economic efficiency. Therefore, governments need to evaluate them accordingly (Kim et al.
2019). Economic efficiency can be evaluated in SOEs using financial performance measures
and financial statements, just as in private enterprises. However, SOEs must also be socially
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effective, so governments need to evaluate also the non-financial performance (Kim et al.,
2019).
Reforms of SOEs in many countries show that effective monitoring of performance is a key
function as owner, which can drive both financial and non-financial improvements. A strong
performance monitoring regime sets goals and targets that clarify government expectations (as
principal) for boards and management of SOEs (World Bank, 2014; Kim et al., 2019). A
performance monitoring system refers to the institutions, processes, and documents used by the
government to monitor SOEs' financial and non-financial performance. Monitoring
performance involves four key elements: setting mandates, strategies and goals; structuring
performance agreements between SOEs and government to monitor the performance of each
SOE; and developing key indicators and targets of performance. Monitoring performance of
SOEs is a core function of the state as owner in the use of public funds to ensure transparency
and accountability. As a shareholder, the government is required to manage its SOE investments
as well as it can in the best interests of the country and taxpayers. Setting corporate mandates
and strategies is a large part of preparing performance agreements. Each SOE must develop its
own strategy on the basis of its mandate, subject to approval by the board (World Bank, 2014).
A large literature deals with the use of key performance management indicators. Public and
private sector experience suggests a basis for developing high-quality performance indicators
for SOEs performance management. Some effective performance indicators include corporate
strategy and goals, incentives, benchmarking, performance of management, monitoring and
auditing (World Bank, 2014).
As stated before, SOEs have key performance indicators that are financial and non-financial.
Financial indicators are the company's traditional performance measures. These indicators are
based on standard income and financial statements information (World Bank, 2014). As
discussed through the chapters above, SOEs operate mostly in competitive markets and are
considered to achieve a long-term value growth also in terms of financial performance, next to
the public policy targets (Swedish Government Offices, 2017). The financial targets considered
in Swedish SOEs can be characterized as (1) profitability, (2) capital structure, and (3) dividend
targets. Since the portfolio on SOEs in Sweden contains organizations operating in various
industries, under different conditions (monopoly or competitive market) the significance of the
financial indicator can deviate across the enterprises (Swedish Government Offices, 2017).

27

Since SOEs are generally required to perform certain non-commercial roles, it is common
practice for performance management to go beyond financial indicators to examine specific
non-financial aspects of the company. These can either be linked to specific programs or noncommercial goals set for an SOE, or they can be broader measures that evaluate social goals in
line with an overall philosophy of government. More generally, indicators of non-financial
performance offer a broader perspective on the performance of a company. They offer several
potential advantages over financial data-based measurement systems (World Bank, 2014; Ittner
& Larcker 2000). In general, non-financial performance indicators should reflect all major goals
in the strategy of a company. The goals (and therefore the indicators) are likely to be specific
to the sector the company operates in. This can be seen by analyzing the sustainability reporting
of the Swedish SOEs. According to the Government Offices of Sweden (2018), SOEs must
disclose a sustainability report based on the Global Reporting Initiative Standards (GRI) in
conjunction with the publication of the company’s annual report. The information provided
from the sustainability report are related to environmental, labor and social conditions as well
as industry type specific indicators. Moreover, reporting information on sustainability in
accordance with GRI standards enhances transparency and enables to compare the nonfinancial performance of organizations (Government Offices of Sweden, 2017). The
importance of sustainability reporting in SOEs may be explained by the political logic which
refers to provide public services in an appropriate efficiency (Argento et al. 2016) and therefore
as a tool to cope with the goal complexity of hybrid organizations.

3.3.3 Board Competence
Educational background and professional experience
“The Government’s aim is for boards of directors of state-owned companies to possess a high
level of expertise that is well matched to the operations, situations and future challenges of their
company” (Government Offices of Sweden, 2017, p. 8). This statement implies that candidates
for a directorship need to have an appropriate level of competence to be considered. The
competence of candidates must comprise education and expertise relevant to the vacant
directorship and organizations. The directors should always possess adequate industry
knowledge or other high level of expertise directly relevant to the company, especially
regarding the organizations development and changing business environment. Relevant
expertise includes business operations, business development, industry expertise, financial
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matters, sustainable business or other relevant organization specific areas. Also, the expertise
should be relevant to the board to ensure that the board is capable to work strategically
(Government Offices of Sweden, 2017). Business expertise is seen as a critical feature of
competence according to Gnan et al. (2010), since public sector organizations traditionally lack
managerial competencies. Board members with business expertise could fill this gap with useful
knowledge about business practices.
Furthermore, large and different knowledge across board members can equip the board with
unique perspectives and information which potentially could lead to better decisions, resulting
in a favorable performance in both terms, financial and non-financial (Adams et al. 2015). In
line with that, Kang et al. (2008) argue that diversity has a positive association with corporate
performance as it increases the pool of knowledge, which is basis to the strategic decisions of
the boards. Also, Bozec & Dia (2007) argue that board compositions of people with diverse
educational background and professional experience can improve strategic decision-making.
Pascal et al. (2017) examined in the context of microfinance institutions the relation between a
CEOs business education and the financial and social performance. The authors found that
CEOs with a business education achieve superior performance for organizations in both
financially and socially, compared to organizations managed by CEOs with different
educational background. It is claimed that a business education provides individuals with the
ability to make better strategic choices as well as induce material reasoning (Pascal et al. 2017).
We argue that the type of education and professional qualification of the directors shape their
understanding of the organization’s complexity and institutional environment in which it
operates, in particular in the context of SOEs as hybrid organizations. Thus, the educational
background and professional experiences influence the strategic choices of directors, so that
boards of SOEs with educational background in business might have a positive influence on
the financial and non-financial performance. Also, we feel that specific knowledge and skills
based on professional experience from accounting firms and financial institutions support board
members performance and thus, positively affect the corporate performance.
H1: SOEs boards composed with directors having an economic education are positively related
to financial and non-financial performance.
H2: SOEs boards composed with directors having professional experience from accounting
firms and financial institutions are positively related to financial and non-financial
performance.
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Multiple appointment
In addition to the competence, directors must have appropriate commitment and time to fulfill
their responsibilities on the board. A directorship does not require to manage the day-to-day
operations of organizations, instead the attendance and engagement in multiple board meetings
during a year are expected (Government Offices of Sweden, 2017). Appointments on multiple
boards can also be a sign of directors’ competence. Fama & Jensen (1983), as cited by Allini et
al. (2016) suggest a positive association between multiple appointments, which means to be a
member on more than one board at the same time, and effectiveness.
However, if directors are appointed on more than one board it may affect their focus on the
organization as well as it could cause time constraints and busyness (Shawtari et al. 2017). In a
study on Malaysian SOEs, Shawtari et al. (2017), found that multiple appointment positively
affects the financial performance of small companies, whereas the relation in medium and big
companies was negative. Shawtari et al. (2017) argue that small companies could benefit more
from the expertise and reputation of the board members with multiple appointments while
medium and large firms are more complex and thus demand more time and commitment from
the directors, which are not able to devote more time to the companies. According to Grossi et
al. (2017), SOEs operate in a more complex environment compared to private organizations,
which is why we assume that boards with directors in multiple appointments have a negative
effect on the financial and non-financial performance.
So far, no evidence is apparent in existing literature for the relation of multiple appointments
and non-financial performance, especially concerning sustainability goals and the disclosure of
sustainability reporting. Ferris et al. (2003) and Haniffa & Hudaib (2006) examined the effect
of multiple appointments only on financial firm performance. Allini et al. (2016) expected that
directors on boards of Italian SOEs with lower multiple appointments have a higher level of
risk disclosure, however, no impact was ascertained.
H3: SOEs with directors in multiple appointments are negatively related to financial and nonfinancial performance.
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3.3.4 Tenure
Tenure is another characteristic that can affect corporate performance. An issue explored in
governance studies is whether board tenure length, among the many director attributes studied,
affects a board’s ability to monitor management. One way to examine the board tenure issue is
to explore the optimum average board tenure, with the aim of identifying a time span that
minimizes agency conflict while maximizing company-specific knowledge and encouraging
firms to adhere to it. One downside of this approach is that such a goal is necessarily stringent
and can therefore be impractical to implement or maintain. A second way to address the issue
of the optimal length of tenure is to consider the diversity in the length of tenure of the directors
rather than the average. Research has shown that both the characteristics (traits) and the variety
(diversity) of the cognitive resources of board members are important in understanding
corporate performance (Li & Wahid, 2018).
Board members are company resources and are considered to be of greater or lesser value in
the light of their own expertise, knowledge or experience. A long board tenure brings positive
aspects with it. Longer tenure might suggest a long-term commitment to the company. Longer
tenures make long investment horizons easier and provide incentives and stewardship for
investment (Arosa et al., 2013).
However, also negative aspects may appear with longer tenures. Some studies suggest that a
higher resistance to change is associated with long tenures (Musteen et al., 2006, as cited in
Arosa et al., 2013). The extended tenure of members on the boards is associated with greater
rigidity and can lead to a breakdown of existing practices and procedures, distancing themselves
changes, innovations or improvements. In addition, members of the board who serve longer in
the board and therefore have more experience are more likely to form friendships and less likely
to oversee management. The boards’ tenure information would serve to know if the rotation is
relatively common, which gives the board of directors a notion of efficiency in its functioning.
Having established relatively short tenures, this body's monitoring capacity should be enhanced,
due to the rotation, the appearance of new people and thus different attitudes and views on
certain situations or decisions are encouraged (Arosa et al., 2013).
H4: SOEs with longer board tenures are positively associated with financial and non-financial
performance.
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3.3.5 Gender
Researchers in corporate governance argue that the gender diversity plays a crucial role, since
there are some differences in the nature of human behavior between men and women (Adams
et al., 2015). Regarding diversity on BODs in Swedish SOEs the Government Offices aim for
gender balance, where at least 40% of both women and men should be represented at the board.
The gender balance is required on individual boards as well as in the whole portfolio of SOEs.
With this target, Swedish SOEs should act as role models in the commitment to achieve gender
equality and generate positive effects in the society (Government Offices of Sweden, 2017).
The knowledge on the relationship between gender diversity and firm performance is already
rich on information (Adams et al. 2015). It has been suggested that gender balance on BODs
can enhance the boards’ ability to discharge their control and strategic roles and lead to
improved corporate performance (Kang et al. 2008). Others argue that with a gender balanced
appointment of directors the likelihood of gender specific risks is reduced (Allini et al., 2016).
Women director are seen as more risk-averse than men in strategic and financial decisions
(Jianakoplos & Bernasek, 1998). This implies that a balanced appointment of male and female
directors on boards would result in better strategic decisions and corporate performance.
Campbell & Minguez-Vera (2008) also examined if gender diversity in the boardroom affects
the financial performance of Spanish corporations. They found that a gender balanced board
has a significant effect on firm value, while only the presence of women is not affecting the
firm value. Additionally, the shareholders respond positively to the appointment of female
directors as examined by Kang et al. (2008) in their study on private corporations in Singapore.
The positive reaction of shareholders is explained through the values of the Singaporean society
characterized by a high level of gender equality. However, Kang et al. (2008) claim that gender
diversity could cause disadvantages, such as time-consuming discussions and higher risk of
conflicts. Hence, a gender diversity could also negatively affect the corporate performance.
Furthermore, Conyon & He (2017) found that the influence of gender diversity on boards also
depends on the corporation. In a longitudinal study they investigated the link between firm
performance and board gender diversity. The authors show that gender diversity on boards have
a stronger impact on high performance firms than low performance firms. This finding could
be of particular interest for SOEs as they also differ in their performance targets.

32

As a result of these arguments, we hypothesis that a gender balance on the boards of the SEOs,
will positively affect the corporate performance in both financial and non-financial terms.
H5: SOEs with a gender balanced board are positively related to financial and non-financial
performance.

3.3.6 Age
The age of directors is another feature that can affect the board’s performance (Allini et al.,
2016). Age diversity may have positive or negative effects on corporate performance. On the
one hand, age diversity may improve the experiences, resources, knowledge, and networks of
the board, which in turn improve corporate profitability. On the other hand, age diversity may
suffer from cognitive conflicts and lower group cohesion, which harm corporate performance.
Some studies show that age-diverse boards lead to improved corporate financial performance
(Ararat et al., 2010; Kim & Lim, 2010; Mahadeo et al., 2012), while others find that age
diversity weakens corporate social performance, profitability, and strategic changes (Tarus &
Aime, 2014).
Regarding the relationship between age and risk, young people are found to have higher
propensity to make risky decisions, and change strategic directions (Hambrick & Mason, 1984).
As reason for this it is mentioned that they are more likely to have received their education
more recently and are more flexible in their physical and mental stamina. On the other side,
directors in a higher age are more likely to be conservative, more resistant to change, and
possess more experience (Tarus & Aime, 2014). An early study by Taylor (1975) shows that
older directors analyze information more carefully than younger ones (as cited by Talavera et
al., 2017). At the managerial level it is apparent that when career concerns dominate, younger
managers may be more risk-averse since they face more uncertainty about their future career
than their older counterparts, while older managers are not afraid of career concerns due to their
cumulative human capital (Talavera et al. 2017). At the board level, age diversity may impact
the process and the quality of decision marking. It may result in more board scrutiny and lead
to less extreme outcomes (i.e., lower risk). However, age diversity may cause conflicts and
make it difficult to reach a consensus (Talavera et al., 2017). Under consideration of the prior
literature on the outcomes of age diversity we claim that age diversity among directors in
Swedish SOES positively relates to financial and non-financial performance.
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H6: SOEs with board age diversity are positively related to financial and non-financial
performance.

3.3.7 State representatives
Regarding the composition of SOE boards, OECD recommends that the directors must possess
the requisite acumen to contribute to firm growth (Simpson, 2014). It adds that, such individuals
may represent the state, employees and other groupings. In all of these, the members must be
independent and free from political and other influences to protect shareholder interests from
managerial opportunism. Independence is critical to ensuring that the BODs fulfill its oversight
role and holds management accountable to shareholders (Simpson, 2014; Rentsch & Finger,
2015). An independent director in a board of a SOE should be independent from the government
and political parties. A political affiliation could impede the independent direction and
oversight by the board (Gnan et al., 2010). Moreover, appointing independent directors onto
boards ensures an appropriate mix of skills and expertise to govern effectively – in particular;
facilitate good decision-making; and good board diversity (Simpson, 2014).
As SOEs are owned by the state and regulated by sector-specific and public service regulators,
as well as competition authorities, they have to find ways to deal with these different forms of
state intervention in parallel with their market strategies. On the one hand, SOEs are interested
in benefiting from the protection and support of their respective state, on the other hand, SOEs
seek to maintain, and, if possible, increase their managerial freedom. In liberalized markets,
SOEs are increasingly profit-driven. Larger autonomy facilitates quick reactions to
environmental changes. Hence, ‘freer’ SOEs are more flexible in terms of responding to and
benefiting from market opportunities (Rentsch and Finger, 2015).
Alexius et al. (2018) provide insights into the nomination process of board appointments in
Swedish SOEs. They found that trust between the politicians and the nominated candidate plays
a crucial role, however, relevant commercial experience and skills are required as well in order
to fulfill the board requirements. In this context, politicians tend to propose candidates that are
politicians too, since they trust them, whereas the professional skills and experiences recede
into the background. Concerning the role of politicians as board directors, Grossi et al. (2017)
state that performance information is less apparent because this information could be used by
political enemies to demonstrate poor performance in the public. Contrary, if the hybrid
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organization performs favorable for the politicians, it is often used for patronage purpose and
to stabilize political power (Grossi et al, 2017). This would indicate that hybrid organizations
with poor financial or non-financial performance and politician representatives in the BODs are
more reluctant to disclosure regarding financial and non-financial performance of the
organization. More specific, the study of Bozec & Dia (2007) regarding the board structure and
firm efficiency of SOEs in Canada reports a positive relationship between boards with a lower
proportion of public servants and higher performance, when the SOEs are exposed to market
discipline. It is claimed that SOEs with fewer political representatives on the board are more
effective at coping with a complex and uncertain environment (Bozec & Dia, 2007)
Hence, it can be assumed that diverse BODs in terms of political independence could cause a
better understanding and monitoring of the strategic goals, considering the expectations of all
groups of stakeholders, and therefore positively relate to corporate performance.
H7: SOEs with a smaller proportion of state representatives are positively related to financial
performance.
H8: SOEs with a higher proportion of state representatives are positively related to nonfinancial performance.
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4. Empirical Methodology
The following section describes the empirical methodology that have been used in this study in
order to organize, collect, and analyze quantitative data while ensuring validity and reliability.
Also, the operationalization of the relevant variables is explained.

4.1 Research Strategy
With the choice of the research strategy, the consideration of the study purpose and the research
question are fundamental. Besides the extent of existing knowledge, temporal and monetary
resources need to be considered in the choice of the research strategy (Saunders et al. 2009).
According to Saunders et al. (2009), there are seven different research designs found, which are
experimental study, survey study, case study, action research, grounded theory, ethnography
and archival research. Each of these designs can be used for explanatory-, exploratory- and
descriptive research (Saunders et al., 2009). With regards to the research question of this thesis,
which is to explain how board diversity affects the corporate performance of the Swedish SOEs,
there is a need for available information concerning board members. Hence, we make use of
archival research, as the necessary data for this study can be found in official records,
documents and disclosures, such as annual reports, websites and social media.

4.2 Data Collection, Selection & Limitation
To fulfil the aim of our study, we choose to apply a quantitative content analysis. Content
analysis is one of numerous research methods used to analyze text data. Research using content
analysis focuses on the characteristics of language as communication with attention to the
content or contextual meaning of the text (Budd et al.1967, as cited in Hsieh & Shannon, 2005).
A content analysis is generally used as a method to examine the written or symbolic content of
selected documents (Bryman & Bell, 2015), through summarizing and reporting of the written
data, the main contents of data and their message (Cohen et al., 2007). Krippendorff (2004)
describes the content analysis as a research technique to generate replicable and valid inferences
from texts to the context of their use. With regards to corporate governance in SOEs, content
analysis is mainly applied in studies concerning voluntary and sustainability disclosures
whereas studies which examine board behavior, board structure and performance, for example,
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board roles, board decisions-making were primarily processed through field studies (Daiser et
al., 2017).
In a quantitative content analysis, existing written data is examined through coding into
numerical data in order to identify meanings, relationships and patterns (Krippendorff, 2004).
The procedure from text to numerical data and results contains according to Krippendorff
(2004) three steps. First, the data making through unitizing, recording and reducing. Unitizing
means to create data from raw texts through unitizing the systematic distinguishing of segments
of text which are relevant to the topic under investigation. By recording and coding, the written
text is connected to the situational interpretation in a way that it is comparable across time,
applicable to different methods, and replicable for other researchers. The reason for coding is
the need to transform texts into analyzable data. In cases of large amounts of data, it can be
reduced as long as an efficient representation of the data remains (Krippendorff, 2004). After
the creation of the data, the descriptive accounts of texts are inferred to what they mean, refer
to, entail, or cause. In the last step, the results of the content analysis are narrated to explain the
practical significance of the findings (Krippendorff, 2004). Content analysis can be applied
when large quantities of text are analyzed, in combination with different data collection
methods, as it enables computer assisted analysis (Cohen et al., 2011).
Three databases have been used in order to obtain our primary data. Information about directors
was collected from the official websites and annual reports of the Swedish SOEs, where the
organizations provide relevant information concerning the diversity variables competence,
tenure, age, gender and state representatives. The data on corporate performance was extracted
from annual reports, sustainability reports and financial statements of the SOEs. Organization’s
annual reports, disclosures on their official websites, as well as administrative records and
documents serve as a source of archival data. Annual reports and disclosures on websites
provide important information of the direcotrs on the board of an organization. This information
contains important bibliographic details of the directors’ competences, demographics, and
political affiliation through the disclosure of their curriculums, accessible for the general public.
As a third source of data the social media platform LinkedIn was used. LinkedIn is social
network designed specifically for the business community and governance actors. Public
profiles of the directors allow to conduct data about their professional and educational
background. Therefore, the data of this study is collected from the official websites of Swedish
SOEs, the annual reports and corporate government reports which can be downloaded from the
websites, as well as information of directors on social media.
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In a first step, all the official websites 47 companies of the Swedish state’s portfolio were
examined concerning the availability of annual reports and information regarding their current
board of directors. The data collected from official websites was given priority over the data
from the annual reports, as it is assumed that the websites provide more recent information than
the annual reports, which are mostly published at the first quarter of a year. Through the
examination of this database, it has been possible to conduct data on board diversity concerning
competencies, tenure, age, gender, and state representatives. Moreover, through the annual
reports, information on the organizations size, industry, state ownership and if it adopted PPA
have been collected.
In total, the characteristics of 339 directors from 40 SOEs were conducted. At first, the
information were conducted on an individual level for each director. In a second step, the
characteristics were aggregated at the level of the firm’s board and calculated into proportions,
thereby allowing us to match it with firm-level data, such as financial and non-financial
performance.
However, websites may also change over time, which can influence data validity and reliability.
Therefore, it should be noted that the data presented in this study and its analyze are based on
information from the financial year 2017. This year was chosen since at the time of writing this
dissertation it provides the most recent data, as not all organizations already published annual
reports and sustainability reports for 2018.
There are also certain limitations for the collected sample of data. Since the study is about the
effects of diversity on board of Swedish SOEs on firm performance the data is limited to the
Swedish context. The data and therefore the results and findings are hardly generalizable and
comparable to private organizations or SOEs from other countries. Moreover, the quality of the
sample is limited since the collected data was not initially disclosed to fulfill the purpose of this
study. However, this limitation was tried to minimize through collection of data from additional
sources, such as the official websites of the SOEs as well as the social media platform LinkedIn.
Also, the use of archival research constrains the scope to answer the research question. The
archival research can be limited in the availability and accessibility. Furthermore, the outcome
of the examination depends on accuracy and adequacy of the information (Saunders et al.,
2009).
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4.3 Operationalization
To fulfil the aim of this study to explain how board diversity on Swedish SOEs is related to the
corporate performance it is necessary to transform the information from the websites, annual
reports and social media into measurable numeric data. This means to operationalize the
concepts in a way that ensures a clear definition and enables facts to be measured quantitatively
(Saunders et al., 2009).

4.3.1 Dependent Variables
The variables in this research are based on the annual reports of the SOEs. While the financial
performance of SOEs has been examined in relation with board diversity in previous studies,
the non-financial performance, which is based on the goal fulfillment and the amount of applied
indicators for sustainability reporting of the SOEs, can be seen as a relatively new variables, as
it has not been studied to a greater extent before in relation to board diversity.
Financial Performance
To measure the financial performance of hybrid organizations we apply two different
accounting/financial variables that are typically included in empirical research (Pascal et al.
2017; Nguyen et al., 2015; Gnan et al., 2010). First, the return on assets (ROA) as an indicator
of a SOEs financial performance as it represents the ratio of the net operating income on average
annual assets, thus shows the organizations profitability relatively to its assets. Second, the
return on equity (ROE) as indicator of the organizations profitability in relation to the generated
profit, with the money invested by shareholders. To calculate, the net operating income is
divided by average annual equity. Also, ROE has been used as indicator of corporate
performance in previous studies on SOEs (Allini et al, 2016; Wang et al., 2015; Gnan et al.,
2010).
Non-financial Performance
As mentioned earlier, non-financial performance of SOEs should reflect all major goals in the
strategy of a company. The goals are likely to be specific to the sector that the SOE operates in
and offer a broader perspective on the performance of a company (World Bank, 2014). In the
Swedish context, PPA and strategy targets are defined, which can be used as indicator for nonfinancial performance of the SOEs. In the Annual Report of State-owned Enterprises, the
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Government Offices of Sweden summarize the non-financial targets of each SOE. In 2017,
there were 23 organizations that specifically adopted PPA, while nine of these organizations
have been given public policy targets. The PPA are set to assess how well the assignment are
performed and therefore represent an indicator to measure the non-financial performance of
SOEs. The PPA are adopted if SOEs conduct operations that are intended to generate other
effects than a financial return for the owner. The PPA can contribute to cultural values,
sustainable consumption, research and development, pharmaceutical supply, capital supply and
the maintenance of infrastructure provision (Government Offices of Sweden, 2018).
Also, the remaining organization which have not adopted PPA, pursue strategic non-financial
targets. These targets are set to integrate sustainable business in the strategy and development
of the SOEs and are therefore called “Sustainability Targets” (Government Offices of Sweden,
2018). By analyzing the Annual Report for State-Owned Enterprises 2017 as well as the annual
reports of the organizations we identify whether the targets are met or not. To measure the nonfinancial goal fulfillment, we assess how many of either the PPA or the strategic targets for
sustainable business were reached by the SOEs. The annual report of SOEs from the Swedish
government provides information about the PPAs and which sustainability goals were set for
each SOE. Further, it is determined whether the organization fulfilled the target or not. In order
to make the goal fulfillment measurable, we divide the amount of reached targets is by the total
amount of targets of each organization which leads to a proportion of fulfilled targets.
To ensure efficient and sustainable business, as well as to clarify the mission of SOEs,
Riksdagen intended financial target, public policy targets and strategic targets (Government
Offices of Sweden, 2018). Furthermore, the policy targets include the recommendation for
Swedish SOEs to apply sustainability reporting based on the guidelines of GRI, which is why
we included the number of applied indicators for sustainability reporting as second variable for
non-financial performance. To count the amount of applied GRI indicators a checklist based on
Clarkson et al. (2008) and Sutantoputra (2009) is used. The applied indicators which are found
in the section “GRI Index” of the integrated sustainability report in the annual report was
compared to the checklist to count the number of applied indicators on sustainability.
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4.3.2 Independent Variables
Diversity in board competence, tenure, age, gender and state representatives have been chosen
as independent variables, since they have been applied in previous studies concerning board
diversity and corporate performance.
The diversity on board competence variable is based on two factors. The first one is the
professional and educational background of the directors, the second one is multiple
appointments.
For the education variable we follow the approach of Allini et al (2016) who measured the
education of board members on the number of directors with an accounting or finance degree
on board size. Because there is a variance and lack of accurate information on the directors
academic qualifications, disclosed in the annual reports, websites and LinkedIn, we measure
the proportion of directors with a degree in economics.
Regarding the professional experience we found that directors of SOEs primarily come from
academic institutions, government departments, other SOEs, financial institutions,
accounting/auditing companies, law firms, and industry associations from various fields. That’s
why we assigned the directors in accordance with Wang et al. (2016) into directors from
academic research institutions, the enterprises from government, from banks and other financial
institutions, from state-owned enterprises, from accounting firms, from law firms, and from
industry associations.
Multiple appointment refers to directors that are appointed on boards next to the one of the
SOE. The measurement of multiple appointment has been operationalized from various
researchers (Reguera-Alvarado & Bravo, 2017; Allini et al., 2016; Nguyen et al., 2015). We
based the measurement on the idea of Gnan et al. (2010). In line with this study, we calculate
the average number of external directorships that directors hold besides the one in the SOE.
The directors’ tenure is calculated in accordance with previous research (Reguera-Alvarado &
Bravo, 2017: Kuzman et al., 2016) as the average number of years that the directors spend on
a particular board. The directors’ years of appointment is collected mostly from the annual
report of the SOEs, or from the websites if the information is not apparent in the annual report.
The gender variable is measured in the proportion female directors on boards of Swedish SOEs
and is expressed likewise the studies of Allini et al. (2016), Campbell et al. (2008) and Nielese
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& Huse (2010) by dividing the number of female directors with the total number of directors.
Female board members have been coded with 1, while male members have been coded with 0.
Accordingly to Government Offices of Sweden (2018), the aim is to achieve gender diversity
with 40 to 60% of both, female and male directors. Thereby, we further determined board
diversity with 0 if the board contains less than 40% or more than 60% of female or male director,
and 1 if the board diversity is within the range of 40-60%.
In order to measure the influence of age diversity on corporate performance of SOEs we
calculated the average age of the directors on the boards and used standard deviation to measure
separately the spread around the mean for the SOEs (McIntyre et al., 2007). The higher the
standard deviation the more age diversity is in the board. The data on age of the directors is
found in the annual reports, with the year of birth the current age of the director can be
determined.
The degree of state representatives on the boards of Swedish SOEs was measured by the ratio
of political or governmental affiliated directors to the total number of board members. State
representatives are not considered as independent director, since the political or governmental
affiliations suggests a relation to the owner of the organization (Gnan et al. 2010). We assumed
a political affiliation of a board member consistent with Gnan et al. (2010) if a director held a
political position in any public sector organizations or has been employed in the Swedish State
in the last five years. Furthermore, the state representatives on the board of Swedish SOEs do
not receive any board fees due to their employment by the state (Government Offices of
Sweden, 2018). We classified each director into two categories according to dichotomous
criterion with (1) for state representatives, and (0) for non-state representatives.

4.3.3 Control Variables
Besides the independent and dependent variables, we also consider a set of control variables
due to their potential influence on corporate performance of SOEs, since the Swedish portfolio
on SOEs comprise a set of distinct organizations. As the analysis is carried out in order to
investigate the relation between corporate performance and board diversity, we control for
aspects such as firm size, state ownership, PPA, and industry type. Controlling for these aspects
makes it possible to compare the SOEs across their differences.
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In order to control for influence of the firm size on corporate performance we refer to the study
of the European Union (2016), which used the turnover, amount of employee and the balance
sheet total to measure the size of SOEs (see Appednix 3. and 4.). Enterprises which are
according to the definition of the European Union (2016) medium-sized, are coded with 1, small
enterprises were coded with 0.
The state ownership variable is based on the percentage of equity directly owned by the
government, reported in the Annual Report for State-Owned Enterprises 2017 of the
Government Offices of Sweden (2018). Fully owned SOEs were coded with 1 whereas partially
owned enterprises were coded with 0.
Furthermore, we consider with the PPA variable whether the SOEs have specifically adopted
public policy assignments since companies that adopted PPA to conduct operations which are
intended to wholly or partly generate effects other than a financial return for the owner
(Government Offices of Sweden, 2018).
Finally, we include the industry type dummy in which the SOE operates to control for industry
effects using the standard industrial classification based on the Annual Report of state-owned
Enterprises (Government Offices of Sweden, 2018). The government assigns their SOEs into
the industry fields basic industry/energy, services, property, finance, consumer goods,
infrastructure, transport, or others.
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Table 4.1 Operationalization Summary
Variables

Operationalization of the Research Variables
Acronym Operationalization

Dependent variables:
Return on Assets

ROA

Return on Equity

ROE

Non-financial goal

NFGF

Net operating income divided by the total assets of
the company
Net operating income divided by the book value of
shareholders’ equity
Percentage of reached PPA or strategic targets

GRI indicators

GRI

Amount and of reported and disclosed GRI indicators

Independent variables:
Professional experience

PROB

Education

EDUC

Multiple Appointment

MUAP

Proportion of the directors’ different professional
experience
Proportion of directors with a bachelor, master, or
PhD in economics.
Amount of additional appointments on other boards

Tenure

TEN

Gender diversity

GEN

Age diversity

AGE

State Representative

STRE

Control Variables
Firm Size

SIZE

State Ownership

SOWN

PPA

PPA

Industry Type

INDT

fulfillment

Total number of years the directors have been in
position
Dummy that is equal to 1 for SOEs with 40 to 60%
of both female and male directors, 0 otherwise
The age diversity of the directors on the boards
measured with the standard deviation
Ratio of political (or governmental) affiliated
directors to the total number of board members
Dummy that is equal to 1 for large SOEs and 0 for
small and medium SOEs, based on the definition of
the European Commission
Dummy that is equal to 1 if the SOE is fully owned
by the state and 0 otherwise
Dummy that is equal to 1 if the SOE adopted PPA
and 0 otherwise
Basic industry/energy, services, property, finance,
consumer goods, infrastructure, transport, or others

4.4 Data Analysis
In order to explain the influence of the directors on boards of Swedish SOEs on the corporate
performance, we have independently analyzed and coded a set of 47 annual reports, the official
websites of the organizations and the directors’ profile on social media, such as LinkedIn. The
database for this study contains the curricula vitae (CV) of each board member, published in
the annual reports 2017 of the Swedish SOEs and information disclosed on the social media
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platform LinkedIn. For all organizations, the board profiles were investigated concerning the
professional experience, educational background, tenure, multiple appointments, demographic
characteristics, such as gender and age, and whether the directors are state representatives or
not.
The data were collected through a three-stage process. We first carried out an in-depth research
into annual reports and official websites of the SOEs. In this way we collected a set of records
about in total 340 board members sitting on the board of our population of 40 Swedish SOEs.
These data refer to the directors at charge in December 31st, 2017. In the second step,
complementary data was conducted from the official websites of the SOEs. However, on the
websites information are disclosed of the directors which are currently in charge. As a result,
only information of directors was available, which are still member of the boards at the time of
the data collection. Therefore, the directors’ profile on the social media platform LinkedIn were
investigated in a third step. The profiles on LinkedIn provide information about the professional
career, academic education and appointments on other boards.
For our study, we performed a manual encoding for the professional experience by coding the
directors past employments into one of the following categories: (1) academic institutions, (2)
governments, (3) financial institutions, (4) SOEs, (5) accounting/auditing companies, (6) law
firms, and (7) industry associations.
After the data collection, the individual characteristics of the directors, such as professional and
educational background, were aggregated into proportions on a firm level for each organization
to make it possible to relate the influence of board characteristics on corporate performance.
The aggregated data were transferred into SPSS and categorized into dependent and
independent variables. The dependent variables are scales while the independent variables are
a mix of nominal and scales. The dependent variables that were constituted as scales are ROA,
ROE and proportion of fulfilled sustainable and strategic targets. The independent variables
which are measured as scales are professional experience, educational background, gender, and
state representatives, while age and tenure are constituted as nominal.
In order to explain the relationship between our dependent and independent variables and
therefore to test our hypothesizes, we used linear regression (Pallant, 2010). In the theoretical
framework we assume from theories and previous studies that several independent variables
affect a dependent variable. The regression analysis is the appropriate tool to examine these
relationships, since it provides information how well a set of variables predicts a specific
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outcome. Furthermore, the linear regression shows how much variance in the dependent
variable is explained by the independent variables (Pallant, 2010). Since linear regression is
based on correlation, the applied variables were tested in a correlation matrix to identify positive
or negative relationships between the independent variables.

4.5 Reliability
In a quantitative research the reliability and validity of the data needs to be considered, as these
characteristics influence the quality of the obtained quality and hence, the quality of the study
(Pallant, 2010).
The reliability of the data from content analysis is ensured if the data have been generated free
from biases and distortions and if the data mean the same thing for everyone who uses them.
(Krippendorff, 2004). In other words, the research should be replicable by other researchers.
As the data was conducted mainly from annual reports which provide information about the
organization to their shareholder and stakeholder, the reliability is assured. The obtained data
from annual reports remains constant for the period of investigation, although the appointed
directors on the board may have changed during or after the data collection. However, through
the time and place independent availability of the annual reports the research results are
replicable and comparable to other time periods. Also, a transparent explanation of the used
research methodology enhances the reliability of the study, as it enables others researcher to
replicate the research (Bryman & Bell, 2015).
A threat to the reliability of this research is that there are differences in the way organizations
present information about their directors in the annual reports. Not all organizations offer the
same amount and appropriate information about their directors. For this reason, additional
information about the directors were conducted from the official websites of the SOEs and the
profiles of the directors on the social media platform LinkedIn. The appropriateness and amount
of information disclosed on these sources vary from organization to organization and director
to director. Further, the information on these platforms can be change over time and restricts
the reliability to a certain degree.
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5. Empirical Results and Analysis
In this chapter, the empirical results are presented and analyzed. At first the descriptive
statistics are shown, followed by the correlation matrix and the regression analysis.
Furthermore, the analysis contains whether the hypothesizes are supported or rejected.

5.1 Descriptive Statistics
Before presenting the results of the analysis, the descriptive statistics should be presented in
order to obtain a better overview and understanding of what is being analyzed (Pallant, 2010).
Descriptive statistics form an important part of a research report in scientific research. Because
it provides an overview of the sample data characteristics and is used in a straightforward way
to communicate this information. Most descriptive statistics are therefore relatively
straightforward and easy to understand. To summarize a sample of collected observations or
measurements, descriptive statistics are used. These methods are used effectively to
communicate a set of data characteristics and can be applied to a wide range of types of
measurement (Turner & Houle, 2019).
The analysis is carried out within 40 Swedish SOEs focusing on diversity characteristics of
board of directors found in annual reports, websites and social media platforms. Seven of the
Swedish SOEs1 were excluded due to unavailability of the annual reports and because of
insufficient information about their non-financial performance.
First, descriptive statistics for the dependent variables will be presented. The analysis for the
dependent variables is based on in four indicators, containing two financial, and two nonfinancial indicators: return on assets (ROA), return on equity (ROE), non-financial goal
fulfillment (NFGF), and amount of applied GRI indicator (GRI). The mean value for ROA is
4.11, however the standard deviation is high (9.3) which indicates that there is a high
distribution in relation to the mean value. It also indicates that the indicators disclosed differ,
which can be seen in the value min and max. The minimum number of ROA is -7.00 while the
maximum is 55.90. Moving to ROE, the minimum number is -18.20 while the maximum

1

The excluded SOEs are: Bostadsgaranti, Miljömärkning Sverige, Sweden House, Swedsurvey, Visit Sweden and
Voksenåsen
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number is 97.90 which gives a mean value of 9.83 and a very high standard deviation of 18.20,
and it can be said that there is a high distribution in relation to the mean value.
Regarding the non-financial performance, the mean value for NFGF is 0.62. A standard
deviation of 0.25 indicates that there is a considerable distribution in relation to the mean value.
In the mean, Swedish SOEs use 47.4 GRI indicators for their sustainability reporting, while the
minimum was 37 and the maximum 58. The results of descriptive statistics for the dependent
variables are presented in Table 5.1.
Table 5.1 Descriptive statistics (dependent variables – ROA, ROE, NFGF, and GRI)
N=40

Minimum

Maximum

Mean

Std. Deviation

ROA

-7.00

55.90

4.11

9.53

ROE

-18.20

97.90

9.83

18.20

NFGF

0.00

1.00

0.62

0.25

GRI

37.00

58.00

47.40

5.48

When it comes to professional experience seven different categories where made (academic
institutions, governments, finance institutions, SOEs, accounting/auditing companies, law
firms and industry association). The highest standard deviation (0.22) is seen for directors with
background in industry where the minimum number is 0 and maximum is 1, which gives a mean
value of 0.61. The mean value for the professional experience is interesting as it describes the
minimum, maximum and average of the directors professional experience Overall, it can be
seen that the boards of Swedish SOEs mainly consists of directors with prior professional
experience in industry associations (mean value = 0.61), followed by experience from financial
institutions (0.41), accounting/auditing firms (0.32), and the government (0.26). Less directors
have a professional experience in law firms (0.12), SOEs (0.09), and academic institutions
(0.06). All the results are shown in the table below.
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Table 5.2 Descriptive statistics (independent variables – professional experience)
N=40

Minimum

Maximum

Mean

Std. Deviation

Academic institutions

0.00

0.36

0.0561

0.09764

Governments

0.00

0.75

0.2587

0.15547

Financial Institutions

0.09

0.88

0.4075

0.18693

SOEs

0.00

0.45

0.0890

0.12414

Accounting/Auditing Companies

0.00

0.71

0.3240

0.16068

Law Firms

0.00

0.75

0.1238

0.15629

Industry Associations

0.00

1.00

0.6069

0.21967

Continuing with the educational background of the directors, different categories where made
dividing directors according to their level of studies (bachelor, master and PhD). Table 5.3
shows the results for descriptive statistics.
Table 5.3 Descriptive statistics (independent variables – educational background)
N=40

Minimum

Maximum

Mean

Std. Deviation

Bachelor Economics

0.25

1.00

0.5533

0.17743

Bachelor Non-Economics

0.00

0.67

0.3190

0.16716

Master Economics

0.00

0.71

0.3827

0.15984

Master Non-Economics

0.00

0.67

0.2226

0.16507

PhD Economics

0.00

0.27

0.0297

0.06756

PhD Non-Economics

0.00

0.33

0.0631

0.09788

Economic Degree

0.25

1.00

0.5533

0.17743

Academic Degree

0.56

1.00

0.8677

0.14406

Table 5.4 presents descriptive statistics regarding multiple appointments of directors, tenure,
gender age and state representatives. Starting with multiple appointments, the table shows that
on average, directors appointed on Swedish SOEs have 2.66 additional appointments. The
values for tenure indicate that the minimum tenure is 1.57 years whereas the maximum tenure
is 7.90 years. The mean of 4.17 represents the average tenure on firm level for all the enterprises.
Gender diversity has a mean of 0.60 which means that 60% of the Swedish SOEs have balanced
boards with 40 to 60% female and male directors. The minimum and maximum values for age
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show the range of diversity in all firms. The mean represents the average age diversity for the
40 SOEs. The results are shown in the table below.
Table 5.4 Descriptive statistics (remaining independent variables)
N=40

Minimum

Maximum

Mean

Std. Deviation

Multiple Appointments

1.20

4.25

2.6615

0.92479

Tenure

1.57

7.90

4.1732

1.46564

Gender

0.00

1.00

0.6000

0.49614

Age

4.76

12.15

8.2895

1.85167

State Representatives

0.00

0.50

0.1671

0.10335

Frequency statistics provide information about the number and percentage of female board
members of SOEs is presented in Table 5.3. The majority of SOEs have 41-60% female board
members representing 50% of SOEs. The second largest group is SOEs with 21-40% female
board members representing 37,5% of SOEs. The third largest group is SOEs with 61-80%
female board members representing 12,5% of SOEs.
Table 5.5 Descriptive statistics (Board – Women)
N=40
Interval (%)

N

Total (%)

0-20

0

0

21-39

13

32,5

41-60

22

60

61-80

5

12,5

81-100

0

0

Concerning state ownership, the frequency statistics illustrate that four of the 40 SOEs studied
are partly owned, the rest are wholly owned by the state. One SOE has 14,8% ownership of the
state, which is 2,5% of total state ownership in SOEs. The second partly owned SOE has 37,3%
state ownership, representing 2,5% of total state ownership in SOEs. There is one firm with
50% state ownership and another one with 60%, and these two represent 5% of total state
ownership in SOEs.
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Table 5.6 Descriptive statistics (state ownership)
N=40
Ownership %

N

Total (%)

14,8

1

2,5

37,3

1

2,5

50

1

2,5

60

1

2,5

100

36

90

The remaining variables in this study are control variables: state ownership, PPA and industry
type. Each variable is divided into 1 and 0 (see the table below). SOEs that have been given the
code 1 are those who are fully owned by the state. The same coding structure applies to the rest
of the variables (SOEs that have adopted PPA=1, and industry type in which SOEs operate
in=1). Starting with state ownership, 36 SOEs are fully owned by the state which represent 90%
of the total SOEs. Regarding PPA, 19 SOEs have adopted PPA and this is a total of 47,5%,
while 21 SOEs have not adopted PPA, which represents 52,5 of the totals of SOEs. The SOEs
have also been divided into industry type. 3 out of 40 SOEs operate in energy industry which
is 7,5% of all SOEs, 8 operate in service field which in total is 20%, 5 SOEs operate in property
with a percentage of 12,5. Equal number of SOEs operate in finance and infrastructure, 7 SOEs
in each field, which in total is 35%. 3 out of 40 SOEs operate in costumer goods, in total 7,5%
and 5 in transport which in total is 12,5%. The rest operates in other type of industries. The
classification of the Swedish SOEs into industry types is done in accordance with the “Annual
report for state-owned enterprises 2017” (Government Offices of Sweden, 2018).
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Table 5.7 Descriptive statistics (dummy variables)

State Ownership

PPA

Basic Industry/energy

Services

Property

Finance

Consumer Goods

Infrastructure

Transport

Others

Code

N

Total

1

36

90

0

4

10

1

19

47,5

0

21

52,5

1

3

7,5

0

37

92,5

1

8

20

0

32

80

1

5

12,5

0

35

87,5

1

7

17,5

0

33

82,5

1

3

7,5

0

37

92,5

1

7

17,5

0

33

82,5

1

5

12,5

0

35

87,5

1

2

5

0

38

95

5.2 Spearman Correlation Matrix
We employed the Spearman bivariate correlation analysis in order to explore the strength and
the direction of the relationship between two variables (Pallant, 2010). Prior to the Spearman
Correlation Test we tested the continuous variables for normal distribution. Therefore, we
applied the Kolmogorov-Smirnov test which indicated that the dependent variables ROA and
ROE, as well as the independent variables multiple appointments and state representatives are
not normal distributed. The significance values of these variables exceed 0.05. Further, the
Kolmogorov-Smirnov test shows that the control variables state ownership and board size are
not normal distributed.
The Spearman Correlation test is characterized as non-parametric test (Pallant, 2010) and is
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applied since several variables are not normal distributed. In Table 5.8 the results of the
Spearman Correlation test are shown in a matrix. Variables are tested in a matrix of correlation
before the regression analysis to determine if there is a correlation between independent
variables. It indicates no multicollinearity problem, as the correlations are relatively low. The
numeric value indicates whether the relationship is positive or negative, as well as the strength
and the direction of that relation (Bryman & Bell, 2015). The significance value for the
correlation were set to 0.05 (*) and 0.01 (*) as can be seen in Table 5.8. However, the matrix
will not be used to show support for any of the hypotheses, this is done using linear regression.
Significant negative correlation with the financial performance in terms of ROA and ROE can
be seen in the value of accounting experience. The ROA and ROE show no significant
correlation with the other independent variables. Furthermore, there is no significant correlation
between NFGF and any of the independent variables, only with the control variable PPA. Also,
no significant correlation was measure in the relationship of GRI and independent variables.
However, GRI correlates positively with the control variable size. Possibly, larger enterprises
receive more attention, since they have an increased influence in the society and therefore tend
to report more sustainability information. Finally, many weak relationships have been found
and can be seen in the matrix.
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Table 5.8 Spearman Correlation Matrix

Variable

1

2

3

4

5

6

7

8

9

10

11

12

13

14

1 ROA

1

2 ROE

.924**

1

3 NFGF

-.247

-.236

1

4 GRI
Economic
5
Degree
Accounting
6
Experience
Finance
7
Experience
Multiple
8
Appointments
9 Tenure

.055

-,008

-.078

1

.013

.029

-.180

-.160

1

-.402*

-.350*

.125

-.051

.303

1

.036

.033

.018

.167

.409**

.542**

1

.067

.093

.130

.137

.148

.087

.300

1

.010

-.030

.151

.014

-.129

-.185

.011

-.144

1

10 Gender

-.124

-.075

.116

.188

.228

.115

.228

.312

-.108

1

11 Age
State
12
Representatives
13 Size
State
14
Ownership
15 PPA

.221

.166

.074

-.056

.070

.107

-.034

-.022

-.062

.177

1

-.183

-.143

.297

.270

-.037

.259

.347*

.340*

-.132

.257

.150

1

.167

.125

-.172

.315*

-.352*

-.452**

-.368*

-.252

.308

-.022

-.002

-.209

1

-.100

-.112

.074

-.170

.075

.337*

.146

-.088

-.224

.051

.120

.025

-.231

1

-.286

-.254

.472**

-.050

-.009

.222

.015

.104

-.310

.266

.015

.213

-.195

.317*

.054

.002

-.081

-.079

-.364*

-.381*

-.586**

-.569**

.156

16 Board Size

-.440** -.068 -.582** -.511**

15

16

1

-.148 -.101

1

** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).
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5.2 Simple Linear Regression Analysis
The aim of this study is to examine the influence of independent variables such as board
competence, tenure, gender, age, as well as state representatives on the dependent variables
such as financial and non-financial performance of Swedish SOEs. In order to test the
hypothesizes from the theoretical framework, simple linear regression is used as it presents the
relation between an independent variable on a dependent measure (Pallant, 2010). Furthermore,
the linear regression shows how much variance in the dependent variable is explained by the
independent variable.
To interpret the simple linear regression analysis, different indicators need to be evaluated and
interpreted to assess if there is a relationship between the independent and dependent variable.
Tolerance refers to multicollinearity and indicates how much of the variability of the
independent variable is not explained by the other variables in the model (Pallant, 2010). The
tolerance value should be higher than .10. Furthermore, the R-square is an important indicator
as it expresses the percentage of the variance in the dependent variable, explained by the
individual variable. Hence, a higher value of R-square indicates a higher meaningfulness.
Additionally, the significance (sig) value of ANOVA refers to the statistical significance of the
result and tests the hypothesis. Another indicator to be considered is the B-coefficient which
represents the contribution of the individual independent variable on the dependent variable.
Table 5.9 shows the regression results for each independent variable on the dependent variables
concerning the B-coefficient, R-square and Sig.
Economic education, which is measured as the proportion of directors which have at least a
bachelor’s degree in economics, shows no statistically significance in relation to each of the
dependent variables (ROA, ROE, NFGF and GRI) since the Sig. values exceed 0.100 (0.916;
0.477; 0.353; 0.271). In the case of NFGF it means that if economic education increases with 1
unit, the fulfillment of non-financial goals will decrease by 0,15%, since the correlation between
the variables is negative, and 2,3% of the variance is explained by the variable economic
education. However, it is not statistically significant as mentioned above.
Accounting experience has a B-coefficient of -0.40 for ROA, -0.35 for ROE, 0.07 for NFGF,
and -0.178 for GRI while the R-square is 0.162, respectively 0.123 and 0.05 with Sig. value of
0.010 respectively 0.027 and 0.654. This indicates that SOEs with a higher proportion of
directors with accounting experience will have 0,4% less ROA and 0.,35% less ROE.
Furthermore, accounting experience explains 16,2% respectively 12,3%of the variance in ROA
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and ROE. The relationship between accounting experience and the dependent variables is
statistically significant, since the Sig. value for ROA do not exceed 0.10 and for ROE is below
0.05 (0.027).
Finance experience has a B-coefficient of 0.013 regarding ROA, 0.091 for ROE, -0.021 for
NFGF, and -0.093 for GRI with low R-squares (0.000; 0.008; 0.000; 0.002). Also, the
regression analysis with finance experience as independent variable shows no significance
across the dependent variables (Sig. value = 0.935; 0.578; 0.900; 0.771). This means that
financial experience of board directors has almost no influence on the dependent variables
regardless if financial or non- financial.
Multiple appointments has B-coefficients of -0.132, respectively -0.001, 0.072, and 0.185 Rsquares of 0.018, respectively 0.000, 0.005 and 0.034 regarding the dependent variables ROA,
ROE, NFGF, and GRI. For all variables, the relationship is not statistically significant since the
Sig. values exceed 0.10 (0.415 0.995; 0.900; 0.253).
Tenure has B-coefficients of -0.077, respectively -0.116, 0.196, and -0.033 and R-squares of
0.006, respectively 0.013, 0.038, and 0.001 regarding the independent variables ROA, ROE,
NFGF, and GRI. For all variables, the relationship is not statistically significant since the Sig.
values exceed 0.10 (0.638; 0.476; 0.226; 0.838).
Gender diversity has B-coefficients of 0.034, respectively 0.058, 0.062, and 0.211 and Rsquares of 0.001, respectively 0.003, 0.004, and 0.045 regarding the independent variables
ROA, ROE, NFGF, and GRI. For all variables, the relationship is not statistically significant
since the Sig. values exceed 0.10 (0.836; 0.723; 0.703; 0.191).
Age has B-coefficients of 0.155, respectively 0.150, 0.044, and -0.069 and R-squares of 0.024,
respectively 0.022, 0.002 and 0.005 regarding the independent variables ROA, ROE, NFGF,
and GRI. For all variables, the relationship is not statistically significant since the Sig. values
exceed 0.10 (0.340; 0.356; 0.787; 0.674).
State representatives has B-coefficients of -0.097, respectively 0.028 and R-squares of 0.009,
respectively 0.001 regarding the independent variables ROA and ROE. In the regression model
with state representatives as predictor and NFGF as well as GRI as dependent variable the Bcoefficients are 0.261, respectively 0.147 and R-squares of 0.043, respectively 0.022. This
indicates that SOEs with a higher proportion of state representatives on the board increases the
NFGF per 0,26% and 4,3% of the variance in NFGF is explained by the variable state
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representatives. This relationship is relationship is almost significant as the Sig. value of 0.104
is slightly above the significance level of 0.10. In comparison, the relation between State
representatives and GRI is less apparent, which indicates that the state representatives have
influence on the fulfillment of non-financial goals rather than on the amount of disclosed GRI
indicators. However, for all variables, the relationship is not statistically significant since the
Sig. values exceed 0.10 (0.553; 0.865; 0.104; 0.366).
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Table 5.9 Regression Analysis

ROA

B-

R-

coeff.

square

Economic Education

0.017

0.000

Accounting Experience

-0.402

Finance Experience

ROE

B-

R-

coeff.

square

0.916

0.116

0.013

0.162

0.010†

-0.350

0.013

0.000

0.935

Multiple Appointments

-0.132

0.018

Tenure

-0.077

Gender

NGFG

B-

R-

coeff.

square

0.477

-0.151

0.023

0.123

0.027**

0.073

0.091

0.008

0.578

0.415

-0.001

0.000

0.006

0.638

-0.116

0.034

0.001

0.836

Age

0.155

0.024

State Representatives

-0.097

0.009

GRI

B-

R-

coeff.

square

0.353

-0.178

0.032

0.271

0.005

0.654

-0.093

0.009

0.568

-0.021

0.000

0.900

0.048

0.002

0.771

0.995

0.072

0.005

0.659

0.185

0.034

0.253

0.013

0.476

0.196

0.038

0.226

-0.033

0.001

0.838

0.058

0.003

0.723

0.062

0.004

0.703

0.211

0.045

0.191

0.340

0.150

0.022

0.356

0.044

0.002

0.787

-0.069

0.005

0.674

0.553

0.028

0.001

0.865

0.261

0.043

0.104

0.147

0.022

0.366

Sig

Sig

Sig

Sig

Notes: p<0.001***; p<0.01**; p<0.05*; p<0.10†
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5.3 Multiple Regression Analysis
Since the corporate performance of SOEs is more complex and not only influenced by a single
characteristic of the board composition, analyzing simple linear regression of one independent
variable and a dependent variable is not sufficient. Compared to the simple linear regression
analysis, multiple regression is a technique to explain the relationship between a dependent
variable and a set of independent variables (Pallant, 2010). Also, control variables can be
included in the multiple regression model which can have an effect on the independent
variables. Before a multiple regression analysis can be executed, the independent variables
should be tested for multicollinearity and singularity since these problems affect the quality of
the regression model. Multicollinearity refers to bivariate correlation between the independent
variables. According to Pallant (2010) multicollinearity exists if the VIF-value (Variance
Inflation Factor is higher than ten. For the four models, no multicollinearity was found between
the variables, as the maximum VIF value is 3.631. This value is generated by the control
variable board size as it significantly correlates with various other variables as can be seen in
table 5.8. Is the variable board size excluded (see Appendix 6), the highest VIF value does not
exceed 2.120, therefore there is no multicollinearity. Singularity also distort the analysis and
occurs when an independent variable is a combination of other independent variables.
The aim of the multiple regression models is to see if the independent variables are able to
predict a significant amount of variance in the dependent financial or non-financial variables.
Model 1 and model 2 predict the effect of the independent variables on the financial variables
ROA and ROE, whereas model 3 and 4 examine the non-financial variables NFGF and GRI.
In the first regression model the financial performance on ROA and all independent as well as
the control variables size, state ownership, PPA, and board size were taken into consideration.
A significance value of 0.013 confirms the statistically significance of the model and the
adjusted R-square of 0.356 describes that 35,6% of the variance of the dependent variable is
explained by the model. Model 1 shows that professional accounting experience has a strong
negative correlation with ROA (.799***). This means that boards with a higher proportion of
directors with accounting experience, have a negative impact on ROA. Contrary, there is a
weaker significant positive correlation of experience form financial institutions (.508*), which
indicates that a higher proportion of those director has positive effect for the financial
performance. Further, significant negative correlations can be seen for the variables multiple
appointments (-.333*), tenure (-.345*), and state representatives (-.463*). This means that
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boards that consists of directors with a larger amount of appointments, longer tenures and more
state representatives have a negative effect on ROA. Age diversity shows a significant positive
relationship (.312*), which indicates that a higher age diversity among board members may
have a positive effect on ROA.
Model 2 shows the effect of the same variables as in model 1on the dependent financial variable
ROE. Consistently, the significant values of model 1 show statistically significance in model 2,
except multiple appointments. Moreover, the significance level of the variables age (.275†) and
state representatives (-.341†) are lower. Compared to model 1, with 28,1% less of the variance
of ROE is explained by the variables as the adjusted R-square is 0.281. Nevertheless, the model
is statistically significant (0.037*).
Also, in model 3 the same variables are used to predict the variance in NFGF as non-financial
performance. A significance value of 0.096 implies that the model is still significant, even
though it is a weaker level than in model 1 and 2. The adjusted R-square of 0.202 indicates that
the included variables of model 3 explain 20,2% of the variance in the variable NFGF. Only
the independent variable tenure shows a significant relationship with NFGF (.396*).
Interestingly, the relationship is positive and therefore contrary to model 1 and 2. This means
that the more years the directors are appointed on the boards, the more likely it is for the SOEs
to reach their strategical targets. Additionally, the control variable PPA shows a positive
relationship to NFG (.478*). That means that SOEs that adopted PPA perform better in reaching
their strategical targets.
In model 4, the effect of the independent and control variables on GRI was measured. Only the
control variable size (.374†) was measured to have a weak positive relationship to GRI, which
means that large SOEs report and disclose on more GRI indicators. No other variables showed
significance. However, the ANOVA Significance of .466 implies that the model is not
significant, which means that the model cannot be considered.
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Table 5.10 Multiple Regression Analysis

Financial Performance
Model 1

Model 2

Model 3

Model 4

Effect on ROA
All variables

Effect on ROE
All variables

Effect on NFGF
All variables

Effect on GRI
All variables

Std. B
Economic Degree
Accounting Experience
Finance Experience
Multiple Appointments
Tenure
Gender
Age
State Representatives
Size
State Ownership
PPA
Board Size
Constant
F-value
Adj. R2
VIF value. highest
Sig.

Non-financial performance

Std. Error

-.100
8.330
-.799***
10.354
.508*
9.640
-.333*
.933
-.345*
3.085
-.184
.718
.312*
16.732
-463*
3.512
.246
3.512
-.096
4.626
.264
2.972
-.668*
1.068
48.074*
2.797
.356
3.631
0.013*
N=39
***p < 0.001; **p < 0.01; *p < 0.05; †p < 0.1

Std. B

Std. Error

-.007
16.809
-.770***
20.895
.486*
19.453
-.235
3.364
-.351*
1.882
-.196
6.226
.275†
1.450
-.341†
33.764
.224
7.086
-.132
9.335
.196
5.997
-.639*
2.156
84.860*
2.272
.281
3.631
0.037*
N=39

Std. B
-.143
.109
-.162
-.010
.396*
-.035
.023
.231
-.159
-.133
.478*
.031
0.246†
1.820
.202
3.631
0.096†
N=39

Std.
Error
.239
.297
.276
.048
.027
.088
.021
.480
.101
.133
.085
.031

Std. B

Std. Error

-.168
.008
.208
.173
-.111
.232
-.131
.160
.374†
-.053
-.136
.120

5.962
7.411
6.900
1.193
.668
2.208
.514
11.975
2.513
3.311
2.127
.765
43.058
1.011
0.003
3.631
0.466
N=39
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5.4 Hypothesis Rejection or Acceptance
For analyzing the relationship between variables, and therefore to test the hypothesizes, the
significance level of the regression analysis needs to be considered. Statistically significance is
present, if the Sig. value is below 0.100. The closer the value comes to 0.000, the stronger is
the significance, while contrary a higher level implies that there is no statistical significance
between the dependent and independent variable (Pallant, 2010).
Board competence
The correlation matrix shows that there is a positive relationship between the proportion of
directors with an educational background in economics and the financial performance of the
SOEs in terms of ROE and ROA. Contrary, there is a negative correlation with non-financial
performance. However, the correlation is insignificant, and the regression analysis points out
that there is no statistically significant relationship between high proportion of board members
with a business-related university degree and the financial performance of SOEs. Therefore,
the hypothesis 1 (H1) is rejected.
The regression analysis for hypothesis 2 (H2) shows a significant relationship between the
proportion of directors with professional experience in accounting with the dependent variables
ROA and ROE. Interestingly, the correlation matrix shows a highly negative (-.402*; -.350*)
and statistically significant correlation between boards with accounting experienced directors
and the financial performance based on ROA and ROE. This indicates a contrary relationship
as stated in the hypothesis and assumed in the theoretical framework. The R-square expresses
how much of the total variance of the ROA and ROE is uniquely explained by the independent
variable. For professional experience in accounting the R-square is 0.162 for ROA and 0.123
for ROE which means that 16,2% respectively 12,3% of the variance is explained through the
professional experience in accounting. When it comes to the proportion of directors with
professional experience from financial institutions, the relationship with both ROA and ROE is
statistically insignificant. Also, the simple linear regression analysis of the independent variable
and the dependent variables shows no statistical significance and therefore offer no prediction.
However, the multiple regression models 1 and 2 show a weak significant relation between high
proportions of directors with experience from financial institutions on boards and financial
performance concerning ROA and ROE. For non-financial performance, the regression analysis
shows no significant relationship. Neither professional experience from accounting firms, nor
from financial institutions offer a prediction for both the fulfillment of non-financial goals and
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the amount of disclosed GRI indicators. Overall, hypothesis 2 (H2), that boards composed with
directors having professional experience from accounting firms and financial institutions have
a positive effect on financial and non-financial performance, is refuted.
Regarding the effect of multiple appointments of the directors on the financial and non-financial
performance the regression analysis is not significant and the hypothesis 3 (H3) is therefore
rejected. The correlation matrix states a positive relation between multiple appointments and
the performance measures ROA (0.036); ROE (0.093); NFGF (0.130), as well as GRI (0.137),
which indicates that boards with directors with on average larger amount of appointments have
a positive effect on the financial and non-financial performance of the SOEs. This would be
contrary to H3, however, the relation is statistically insignificant. Nevertheless, model 1 of the
multiple regression analysis implies that with consideration of all independent and control
variables multiple appointments have a negative impact on ROA, which would support H3.
Inconsistently, model 2 shows no significant relationship for multiple appointments and the
financial performance in terms of ROE. Also model 3 and 4 show no significant relationship
for multiple appointments and non-financial performance. To sum up, the mixed results refute
that multiple appointments predict financial or non-financial performance, thereby H3 is
rejected.
Tenure
The simple linear regression model implicates no statistical significance (Sig-value = 0.638 for
ROA; 0.476 for ROE; 0.226 for NGFG; 0.838 for GRI), that the tenure of directors has an effect
on the financial and non-financial performance. Therefore, hypothesis 4 (H4) which states that
SOEs with longer board tenures are positively associated with financial and non-financial
performance is rejected. Moreover, if the significance level is ignored for a moment, the Bcoefficient show negative values between tenure and financial performance, which means that
boards that compile directors with on average longer tenures have a worse performance in terms
of ROA and ROE. The multiple regression model 1 and 2 with consideration of all variables
clarifies the effect of tenures on the financial performance of SOEs. It shows a significant
negative relationship for tenure and ROA as well as ROA. Hence, it suggests that boards with
on average longer tenures impair the financial performance of Swedish SOEs which is contrary
to H4. The multiple regression model 3 states a significant positive effect of tenure on NFGF,
which supports H4 for the non-financial dimension. Model 4, which shows no statistically
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significant effect of tenure on GRI, is limited in the contribution to support or reject the
hypothesis since the model is not significant.
Gender
The simple linear regression analysis for gender balanced boards and financial as well as nonfinancial performance show no significance, thus, hypothesis 5 (H5) is refuted. Financial
performance cannot be explained by gender diversity on the boards of Swedish SOEs, as the
Sig. value of the regression analysis is 0.836 regarding ROA and 0.723 regarding ROE. The
results of the multiple regression model 1 and 2 show no significant relationship for a gender
balanced board and financial performance. The models rather imply that a balance of female
and male director on the board negatively affect financial performance.
Similarly, there is no statistically significance for the relationship between the gender balance
on the boards and non-financial performance (Sig. value = 0.703 for NFGF and 0.191 for GRI).
In line with H5, the correlation analysis and the B-coefficient of the regression analysis shows
a slightly positive relationship between gender balanced boards and NGF as well as GIF, if the
significance value is not considered. A balanced board is positively correlated to NFGF (.116)
and GRI (.188). However, the R-square is 0.004, respectively 0.045 which indicates a rather
low to no force of explanation.
Age
The regression model implicates no statistical significance for the influence of the age diversity
on the financial and non-financial performance of the SOEs, which is why hypothesis 6 (H6) is
rejected. The results of the simple regression analysis show no statistical significance (0.340
for ROA, 0.356 for ROE, 0.787 for NFGF, and 0.674 for GRI). However, from the multiple
regression models 1 and 2, with consideration of all variables, it can be seen that age diversity
has a positive effect on the financial performance in terms of ROA and ROE, with a weak
significance. Even though model 3 and 4 imply a positive effect of age diversity No statistically
significance is evident for the effect on the non-financial measures NFGF and GRI. To sum up,
financial and non-financial performance cannot be explained by the factor age diversity, thus
H6 is rejected.
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State representatives
In hypothesis 7 (H7) we stated that a smaller proportion of state representatives on the boards
would have a positive effect on the financial performance. The correlation matrix and simple
linear regression shows a negative relation between a higher proportion of state representatives
on the BODs and both financial measures ROA and ROE. However, the R-squares of 0.009
respectively 0.001 as well as the significance value of 0.553 and 0.865 imply a rather low force
of explanation for these variables. Contrary, the multiple regression models 1 and 2 show weak
significant negative relations on the proportion of state representatives and the financial
performance of ROA and ROE. This would support H7, however the significance of the
relationship is apparent only with the inclusion of all the variables. A direct effect is not
apparent from the simple linear regression model which is why H7 cannot be supported.
Hypothesis 8 (H8) which states that SOEs with a higher proportion of state representatives are
associated with better non-financial performance was tested with the simple linear regression
analysis. In line with H8, the B-coefficient of 0.261 implies a positive correlation between state
representatives and the fulfillment of non-financial goals (NFGF), which means that SOEs with
a higher proportion of state representatives on the board rather fulfill their non-financial targets.
The R-square of 0.043 indicates that 4,3 of the variance of NFGF. Besides this result which
would support H8, the sig. value is crucial for accepting or rejecting a hypothesis. It shows that
there is no statistically significance for the effect of the state representatives on NFGF with a
Sig. value slightly above 0.100 (0.104). A rather low relationship can be detected between state
representatives and GRI. The positive B-coefficient of 0.147 shows the estimated relation
between state representatives and GRI, however the R-square of 0.022 indicates that only 2,2
of the variance of GRI can be explained through the amount of state representatives. Also, there
is no statistical significance as the Sig. value of 0.366 exceeds the level of statistically
significance. Similarly, the multiple regression models 3 and 4 show no significance of the
relationship between the proportion of state representatives and the non-financial performance
of Swedish SOEs. Overall, the tests show no significant effect of state representatives neither
on financial nor on non-financial performance, which is why H7 and H8 are rejected.
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6. Discussion
In this chapter, the objectives of the study will be analyzed and answered, how board diversity
concerning board competence, tenure, gender, age, and state representatives in Swedish SOEs
influence the financial and non-financial performance. The presented results in the previous
section showed that all hypotheses were rejected, since no statistically significance could be
observed among the effect of board characteristics on the corporate performance. However,
these results can be discussed and compared with previous studies that analyzed comparable
characteristics or in another context.

6.1 Board Competence
Previous studies suggest that there is a relationship between the competence of directors and
the performance of the organizations in both private and in the public sector (Gnan et al. 2010).
According to Wong (2004) boards must comprise talented and committed people that possess
relevant skills and experience while Adams et al. (2015) argues that an appropriate educational
background and prior experience is necessary for appointees to properly execute the
responsibilities of a director. However, OECD (2015) claim that SOEs typically lack business
knowledge. Pascal et al. (2017) examined in the context of hybrid organizations the relation
between a CEOs business education and the financial and social performance and found
empirical evidence that having a business education results in better performance in both
financially and non-financially. Consistently, we stated that SOEs whose boards have a
majority of members with an economic education are positively related to financial and nonfinancial performance (H1).
However, the direct effect of economic education, which was measured by the proportion of
directors with an academic degree in economics, on the financial performance of Swedish SOEs
could not be confirmed in our thesis as expected. The empirical results show that a higher
proportion of directors with an academic degree in economics does not affect the financial
performance of SOEs. The regression analysis only showed a non-significant positive
relationship between economic education and financial performance concerning both ROA and
ROE. For non-financial performance no statistically significant relationship was detected (H1
was therefore rejected). A possible reason for this could be that the boards of Swedish SOEs
already consists of mainly highly educated directors, regardless the subject area. In the mean,
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86,77% of the directors have an academic degree and 55,33% have an economic degree. The
smallest proportion of directors with an academic degree in economics was 25%, whereas the
minimum for directors with any academic degree regardless the subject area was 56 per cent.
This confirms that the boards mostly consist of high educated directors which have the
sufficient skills and knowledge to control the organization for financial performance.
Hypothesis 2 (H2) (“SOEs boards composed with directors having professional experience
from accounting firms and financial institutions are positively related to financial and nonfinancial performance.”), concerning the professional experience of the directors was also
rejected, since our results show that accounting experience is significant negatively, while
experience form financial institutions is slightly positive related to the financial performance of
Swedish SOEs. This finding seems to be controversial to prior studies. For example, Wang et
al. (2016) in a study on relations between professional experiences of directors in SOEs on
corporate performance found evidence that SOEs performance is predicted to be better when
the professional experience is more diverse. However, in the context of Sweden, our results
indicate that a higher proportion of directors with accounting background, and therefore a less
diverse board results in lower ROA and ROE. Contrary, a higher proportion of directors with
experience from financial institutions, thus a less diverse board regarding the professional
experience, predicts higher performance in terms of ROA and ROE. Especially, the significant
and strong negative correlation between accounting experience questions if a high proportion
of directors with experience from accounting companies is actually necessary for SOEs.
Additionally, appointments on multiple boards can be seen as a sign of directors’ competence.
In line with previous studies, such as Haniffa & Hudaib (2006) in a study of listed companies
in Malaysia, found evidence that multiple appointments have no effect on financial
performance. We argued that multiple appointments can cause time constraints and business
which thereby could decrease commitment of the directors and finally negatively affect the
corporate performance. In hypothesis 3 (H3) we assumed that SOEs with a high amount of
multiple appointments are negatively related to financial and non-financial performance. Even
though our results show a weak negative relationship between multiple appointment and ROA
and ROE, the values were not statistically significant. Since, the regression shows no positive
effect on the financial performance, it can be assumed that multiple appointments do not add
value to financial performance. This finding corresponds with the study of Ferris et al. (2003),
which examined the effect of multiple appointments on financial performance for private
organizations. Same as Ferris et al. (2003) for the private organizations or Allini et al (2016)
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for Italian SOEs, we failed to find a negative relation predicted between firm performance and
the number of board appointments in the context of Swedish SOEs. To sum up, the board
competence has no significant influence on the financial and non-financial performance of
Swedish SOEs. Overall, the Swedish Government aims to appoint directors with a high level
of skills (Government Offices of Sweden, 2018) which means that the directors must comprise
appropriate business expertise and education relevant to the organization can be seen as
fulfilled. The results show that in the mean the boards of Swedish SOEs consists of around 55%
of directors with an academic degree in economics, whereas in the mean 86% possess any
academic degree. Contrary to the claim of OECD (2015) that there is a lack of business
knowledge, this seems to be a considerable high proportion since there can be managerial
representatives on the board as well. However, we found no evidence that a high proportion of
directors with an academic degree in economics predicts a favorable financial or non-financial
performance. Also, the means of the professional experiences of the directors on the boards of
Swedish SOEs indicate that there is a high level of business knowledge with in the mean
40,75% from financial institutions, respectively 32,40% from accounting. Moreover, the
appointment on multiple board showed no significant influence on the corporate performance.
The characteristics of SOEs as hybrid organizations might be a suitable explanation for these
results. SOEs are subject to political and commercial logic simultaneously and aim to meet both
financial and non-financial goals. Further, the blending of these logics and goals can cause
challenges and tensions (Alexius & Furusten, 2018). Under this consideration, the financial
performance may suffer to meet non-financial goals, even though the directors possess the
knowledge, skills, expertise and education to control and make strategic decisions to ensure a
good financial performance. Nevertheless, the means for ROA and ROE illustrate that on
average, Swedish SOEs are financially sustainable, although it is generally not their main target
to generate profit.

6.2 Tenure
The effect of tenure on corporate performance could not be confirmed in our thesis as expected.
According to prior literature, boards that consist of directors with short tenures struggle to adapt
and contribute to the board decision making process, which can have negative consequences on
performance (Kuzman et al. 2016). However, this study cannot confirm that longer board tenure
is positively associated with the performance of SOEs. From the perspective of the upper
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echelons theory we assumed that directors that serve over a longer period of time on the board
imply greater familiarity with business operations and strategic decision making. The finding
of this study rather confirms Arosa et al. (2013) in the study of board structures in private small
and medium enterprises in Spain, who found no evidence that longer board tenures have any
influence on firm performance. The multiple regression model 1 and 2 even showed a
significant negative relation between tenure and financial performance which would suggest
that longer tenure impair the financial performance. Possible reasons for that may be that even
though directors with longer tenures and therefore more experience, a greater network (Arosa
et al. 2013) could lead to a neglect of the monitoring and controlling function of the directors.
Another aspect could be in accordance with the upper echelons theory of Hambrick & Mason
(1984) that organizations reflect the cognitive frames of their directors’ which relates to the
bounded rationality of the directors, which in turn could lead to a lower quality of decision
making. Furthermore, boards that consists of directors with longer tenures may be limited for
innovation and improvements due to this cognitive frame.

6.3 Gender
The direct effect of gender was not supported with the simple linear regression analysis.
However, the models 1 and 2 of the multiple regression analysis show a significant relationship
between gender balanced board and financial performance. Gender diversity has been
researched previously and found to improve the productivity as a gender balanced board
enhances the ability of control and strategic decision making (Kang et al. 2008). Balance of
female and male directors on boards can also reduce the likelihood of gender specific risks and
thus improve the corporate performance (Allini et al. 2016). Contrary to these findings of
previous literature, our study shows a rather negatively effect on financial performance.
Furthermore, our findings are inconsistent with the study of Campbell & Minguez-Vera (2008),
who found that a gender balanced boards can have an influence on the financial performance
of private corporations. Also, our dissertation shows no significant relationship that gender
balance improves the non-financial performance. However, if the significance is ignored for a
moment, balanced boards of Swedish SOEs show a positive correlation to the fulfillment of the
non-financial strategical goals and the amount of reported and disclosed GRI indicator. This
would confirm the study of Allini et al. (2016) as they found that a gender balanced board put
pressure on the SOEs to engage in greater risk disclosure. Also, it should be noted that these

69

findings of a gender balanced board do not allow any conclusion whether a more diverse board
would affect the corporate performance since there can be various consequences for a majority
of both, female and male director.

6.4 Age
Previous literature about the influence of age diversity on BODs provide mixed results. While
studies show that age diverse boards improve the financial performance, there is less
information of the effect of age diversity.
The simple linear regression analysis for financial performance showed no significant
relationship for age diversity. At least, the multiple regression model 1 and 2, with inclusion of
all independent and control variables, imply a significant positive relation between age diversity
and financial performance. Since age diversity was measured based on the standard deviation
for each SOE, it can be seen that boards with directors that deviate among their ages achieve
better financial results in terms of ROA and ROE. From the upper echelons theory perspective,
this relationship can be explained as directors of different ages bring different skills and
knowledge to the board. Appropriately, Hambrick & Mason (1984) describe that individuals
are linked to cognitive biases – while older people to be more conservative whereas younger
are more flexible and take more risks. According to Kanadli et al. (2018) board diversity works
against those cognitive biases and increases the comprehensiveness of decision making.
However, from the descriptive statistics it can be seen that the mean of age standard deviation
is 8.29 and the mean age of 56,76 for all Swedish SOEs was measured. This means that most
of the directors are between 48 and 65 years and limits the age diversity to director since the
majority of directors can be assumed to be between 50 and 60.
Concerning non-financial performance Allini et al. (2016) in the study on Italian SOEs found
that older directors are more inclined to be transparent and disclose information. Our
dissertation does not allow to make a statement like Allini et al. (2016) since the age diversity
was measured based on the age standard deviation of the directors on Swedish SOEs. However,
if the significance is disregarded, Model 3 and 4 of the multiple regression analysis imply that
age diversity has positive effects on the fulfillment of non-financial strategical targets and the
amount of reported and disclosed GRI indicator.
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6.5 State representatives
Out of the regression analysis both hypothesizes (H7, H8) regarding the influence of state
representatives on boards of SOEs were rejected in the empirical results chapter.
The appointment of state representatives refers to the independence of boards. Gnan et al.
(2010) argues that individuals which represent the state may reduce the independency and
oversight of the board. Further, Alexius et al. (2018) found that in the context of Swedish SOEs
the appointment politicians tend to propose as directors because of trust, rather than their
professional skills or experience. Also, from the institutional logics it was assumed to be more
likely that boards with a larger proportion of state representatives are more influenced by the
political logic, hence less emphasis is placed on the financial performance of SOEs.
Consistently, Bozec & Dia (2007) argued that the higher the proportion of state representatives
are more likely to be associated with lower performance and found in the context of Canadian
SOEs, that board independence from politics is positively related to financial performance. In
line with this, we stated in H7, that a smaller proportion of state representatives positively
relates to financial performance of SOE. However, the regression analysis showed that SOEs
with more state representatives have a weak negative effect on the ROA, but at the same a weak
positive effect on ROE. For both relations no significance is apparent.
Contrary to the studies of Bozec & Dia (2007) and claims of Gnan et al. (2010) and Alexius et
al. (2018) no relationship was found between the proportion of state representatives and the
financial performance of Swedish SOEs. The weak relationship may be explained by the
concept of hybrid organizations and institutional logics. The Swedish SOEs have the primary
aim to create public value, even though they use the corporate governance model of the private
sector (Government Offices of Sweden, 2018). Despite a smaller proportion of state
representatives, which would thereby lead to the assumption that rather a commercial logic than
political logic is present at the board, the financial performance is not influenced to a significant
level. A potential explanation could be that the SOEs are finally controlled by members of
Riksdagen and the general public which come together at the AGM (Government Offices of
Sweden, 2018). A smaller proportion of state representatives and therefore a smaller presence
of the political logic could be balanced through the AGM as well as PPA.
Complementary to H7, we stated in H8 that a higher proportion of state representatives in SOEs
positively relates to non-financial performance. Likewise for H7, H8 was rejected in the
empirical results chapter. It was assumed that a higher proportion of state representatives on
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boards on SOEs would mean a greater presence of the political logic among the board members
and finally a greater commitment on non-financial targets and control in the interest of the
public. The empirical results imply a positive correlation between state representatives and the
fulfillment of non-financial goals as well as for the disclosure and application of GRI indicators.
However, since the significance for both was below the level H8 was rejected as well. The
results hint, that more state representatives on the boards of SOE emphasize the commitment
to create public value and serve the public interest. Similarly to H7, the concept of control and
goal complexity of hybrid organization may be suitable to explain the role of state
representatives. The state representatives are appointed to perform official duties for the general
public (in accordance with political logic) and the government. These duties can be carried out
better through the presence of state representatives, but also limited through the institutional
logics deriving from the goal complexity of SOEs (Alexius & Cisneros-Örnberg, 2015).
Overall, the mixed arguments concerning state representatives and the effect on financial and
non-financial performance implies that these directors have rather an impact on non-financial
performance, although the relationship is not significant. The institutional logics in form of state
representatives (political logic) and independent directors (commercial logic) as well as the
concepts of hybrid organizations with public ownership, goal complexity and control by the
government seem to balance each other in the Swedish SOEs.
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7. Conclusions
This chapter concludes the dissertation with a summary and discussion of our results. This is
followed by a section with the theoretical and practical implications. The chapter ends with the
limitations and suggestions for future research.

7.1 Conclusion
The influence that board characteristics and board composition have on the organizational
outcomes has been subject of many studies (e. g. Arosa et al., 2013, Campbell & Minguez-Vera
2008, Wang et al., 2015). However, there is less literature concerning the influence that
diversity of BODs has on the performance of SOEs (Grossi & Reichard, 2008), especially in
the context of Sweden. We found it interesting to explain how different diversity characteristics
such as educational background, professional experience, tenure, age, gender and state
representatives affect financial performance measured on ROE and ROA, and non-financial
performance measured as a percentage of goals achieved by the companies or the reporting and
disclosure of GRI indicator. Studies on non-financial performance in relation to board diversity
and composition is quite rare in recent literature, however, similar approaches can be found by
Allini et al. (2016) investigating the board’s role in risk disclosure in Italian SOEs or Pascal et
al (2017) examining the effect of the CEO’s business education on financial and non-financial
performance in microfinance institutions as hybrid organizations.
Our study is conducted with 40 state-owned enterprises in Sweden which in total yielded the
investigation of 339 directors. In order to frame the relationship between diversity of BODs and
corporate performance, institutional logics and upper echelons theory were used. The
institutional logics were used to explain the goal complexity of SOEs as a whole and the role
of state representatives, while upper echelons theory was applied to explain how demographic
diversity regarding competencies, age and gender on boards of SOEs may influence the
corporate performance.
Furthermore, the governance characteristics of SOEs as hybrid organizations that stem from
publicness as well as the different characteristics of diversity were presented. SOEs have private
and public sector attributes, market objectives with a sustainable financial performance and
public value creation through the provision of affordable and effective public services.
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Furthermore, SOEs can be funded for instance by the capital of public authorities, subsidies
from government, through sales revenues or on regulated tariffs (Grossi et al., 2015).
Our aim was therefore to explain how board diversity in Swedish SOEs affects the performance,
both financially and non-financially. With this background, we came out with our research
question which is:
How does board diversity affect the corporate performance of Swedish SOEs?
In this way the hypothesizes were developed based on previous research results as well as our
own argumentations. In addition, empirical findings and analysis are presented. The tests
indicate that the applied variables of diversity show no significant relationship with financial
and non-financial performance as estimated in the theoretical framework. Due to these results,
all our hypothesizes were rejected.
From the analysis, we can see a positive relationship between the proportion of directors with
economic education and financial performance of SOEs. Correlation, however, is insignificant
and the regression analysis shows that there is no statistically significant relationship. On the
contrary, the non-financial performance has a negative correlation. Bozek & Dia (2007) and
Pascal et al. (2017), found that directors with an economic education achieve higher
performance for hybrid organizations both financially and non-financially, compared to
organizations managed by directors of different educational backgrounds. However, the
complexity of SOEs and the fact that not every SOE is profit-oriented may be an explanation
of the negative correlation between directors with economic education and non-financial
performance.
Furthermore, there is a considerable relationship between the proportion of directors with
professional experience in accounting with the dependent variables ROA and ROE.
Surprisingly, the regression analysis showed a strongly negative and statistically significant
relation between the boards with the experienced accounting directors and financial
performance based in ROA and ROE. This indicates a negative relationship contrary to our
hypothesis and assumptions in theoretical framework.
In addition, the rest of the diversity characteristics in our study do not affect the corporate
performance, as no significant relationships between these variables and corporate performance
could be found. By analyzing and interpreting the results of studies in the context of SOEs and
corporate performance, it should be noted that a low financial performance is not always
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considered as poor performance due to the fact that non-financial targets can be given a higher
priority. The sometimes competing financial and non-financial goals as well as the blending of
commercial and political logics seem to have a balancing effect on the role of the boards in
Swedish SOEs. Although there is a higher proportion of directors with business education and
professional experience from financial institutions or accounting companies than state
representatives, it does not lead to a greater focus on financial targets or better financial
performance.

7.2 Implications for Theory and Practice
This study contributes to the evolving literature on corporate governance of SOEs in theory and
practice. Although literature has carried out studies on board diversity and corporate
performance, the particular value of our research is that the study is carried out for SOEs as
hybrid organizations, which performance is important for the country and its citizens.
First, with the theoretical framework based on upper echelons theory and institutional logics, a
different perspective on the role of the directors is created, since recent studies investigating
board diversity and corporate performance are mainly based on agency theory (e.g. Allini et al.,
2016; Bozec & Dia, 2007;), institutional theory (e.g. Pascal et al. 2017; Thompson et al., 2018)
or resource dependency theory (Arosa et al., 2013; Kuzman et al. 2016). In line with this, Denise
et al. (2015) highlighted the importance to understand the roles of identities within hybrid
organizations with the suggestion to combine multiple theoretical perspectives in studies in
order to achieve valuable research.
Thereby, this dissertation contributes to new insights from a deviating theoretical perspective
on the role of the BODs with the use of upper echelons theory, since it is usually applied to
explain the role of TMT. As stated by Kanadli et al. (2018) upper echelons theory does not
require to focus on TMTs, it can also be applied to other corporate elites such as the BODs.
Thereby, our study contributes to how the upper echelons theory can be applied to studies
concerning diversity characteristics of BODs.
Moreover, this study yields theoretical implications to institutional theory by explaining the
different institutional logics within hybrid organizations, as SOEs, and their directors on the
boards. Even though institutional logics are applied in several studies concerning hybrid
organizations and thereby also SOEs, it can be seen from our dissertation that the institutional
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logics not only describe the challenges on the organizational level. Additionally, the roles and
identities of individual actors within hybrid organizations can be described and are shaped by
institutional logics.
Moreover, this thesis has also practical implications to the BODs diversity research and
corporate performance in the context of SOEs, as it shows how diversity in BODs affects the
firm performance, especially non-financial performance. Recent literature is quite rare when it
comes to incorporating non-financial performance measurement in the context of hybrid
organizations. The eclectic theoretical framework presented in this dissertation creates a link
between board diversity and financial as well as non-financial performance and therefore, may
contribute to the measurement of non-financial performance of SOEs but can also be used as a
basis for other studies that, in addition to financial performance, want to see also the nonfinancial performance of an organization.
Furthermore, through a quantitative research approach investigating the BODs of Swedish SOE
in relation to corporate performance we contribute to the call of Alexius & Furusten (2018) for
more empirical research concerning the governance of hybrid organizations. Moreover, our
study highlights contrary to Thompson et al. (2018), that the appointment of directors with
financial or accounting skills and experience as well as economic education is not sufficient to
fulfill the targets of SOEs. Rather, the appointment of state representatives may have more
influence on the corporate performance since the boards of Swedish SOEs comprise already a
high proportion of directors with economical education and professional experience from
financial institutions or accounting/auditing companies. In the case of SOEs, explaining how
political and managerial representatives compose the BODs, our framework constitutes the
institutional constraints of SOEs and their state representatives, noting the practices through
which state representatives are the main pillar of corporate governance and therefore important
to the organizations performance (Bozek & Dia, 2007).

7.3 Limitations and Future Research Suggestions
The lack of measurements developed for hybrid organizations and the difficulty of applying
specific measurements to SOEs in a hybrid context is one aspect to be considered. According
to Grossi et al. (2017), SOEs operate in a more complex environment compared with private
organizations. Moreover, there are no standardized and universal non-financial indicators to
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assess the performance for sample of SOEs from various industry sectors. Especially the impact
on non-financial performance (NGFG) is limited to the Swedish context, since neither in every
country the SOEs adopt specific PPA and are subject to sustainability targets, nor is this
information disclosed in the same way as it is done in Sweden. Also, sustainability reporting
according to GRI standards as it is done by Swedish SOEs due to policies from the state
(Government Offices of Sweden, 2018), is not adopted in every other country and therefore not
applicable in each context.
One can argue that the measurement of proportion of directors with an academic degree in
economics may be too general, however, the data found in the CVs of the directors on the
organizations’ annual reports, website and LinkedIn’s pages, was not always equally accurate
and did not make a more precise subdivision possible.
Another issue is the generalizability. Small samples as it is the case in this study may lead to
results which are not generalizable with other samples, which limits the scientific value.
However, in the case of Swedish SOEs the sample size is limited by itself, since there are not
more SOEs to examine. A solution could be a longitudinal research design to compare the
effects of board diversity on corporate performance over a longer period of time. Furthermore,
an extension of this study to other Nordic countries with a similar tradition in term of state
ownership could provide interesting new insights.
We used annual reports from the year 2017, websites and curriculums to gather the information
about diversity in BODs, but we did not find any significant results. There could also have been
other ways to collect the data. As this dissertation applied a cross-sectional design, the relation
between diversity characteristics on boards and corporate performance allowed us to analyze a
certain period of time, in this study the financial year 2017. A longitudinal approach of future
studies would increase the insights how changes on boards may have an influence on corporate
performance. Also, a qualitative research approach with the use of in-depth interviews or
questionnaires, conducted from directors and managerial employees in SOEs, could establish
another perspective on diversity and firm performance. With regards to the results of this study,
another potential research topic could be the examination of the transparency of the
appointment process of directors on boards of SOEs. So far, there is qualitative research from
Alexius et al. (2018) concerning the logics and practices of board appointments, however there
is still a lack of research concerning the of the job requirements and based on which institutional
logics (political logic, commercial logic, mixed-logics), directors are elected.
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Since the purpose of this study was to investigate how various diversity characteristics affect
the corporate performance of Swedish SOEs, a more detailed approach with focus on just a
single diversity characteristic could be interesting for future research. One potential approach
could be to narrow down the diversity characteristics of this study to investigate only the effects
of board competence. In other words, to focus only for example on the professional experiences
of the directors in order to test if different professional experiences cause distinct outcomes,
corresponding to the study of Wang et al. (2016) who examined the relation of professional
experiences of directors on corporate performance. Another interesting aspect of future research
would be to see whether board diversity is more important in some specific industries and less
important in some other industries.
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Appendices
Appendix 1. List of SOEs that have/have not adopted PPAs
SOEs that have adopted PPAs

SOEs with no PPAs

Almi Företagsparner

Akademiska Hus

Arlandabana Infrastructure

APL AB

Dramaten

Apoteket

Göta Kanalbolag

Bilprovningen

Operan

Green Cargo

RISE

Infranord

Samhall

Jernhusen

Saminvest

Lernia

SEK

LKAB

SSC Svenska Rymdaktiebolag

Metria

Statens Bostadsomvandling

Orio

Sveaskog

Postnord

Svedab

SAS

Svedavia

SBAB

Svenska Skeppshypotek

SJ

Svenska Spel

SOS Alarm

Swedfund International

Specialfastigheter

Systembolaget

Svevia

Teracom

Telia
Vatenfall
Vasallen
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Appendix 2. List of gender diversity on the SOEs’ boards
SOEs with equal division

SOEs with female

SOEs with female

of both genders (40-60%)

minority (< 40%)

Majority (>60%)

Almi Företagsparner

Akademiska Hus

Apoteket

APL AB

Green Cargo

Dramaten

Arlandabana Infrastructure

Infranord

Göta Kanalbolag

Bilprovningen

Lernia

SEK

Jernhusen

LKAB

SOS Alarm

Operan

Metria

Samhall

Orio

Saminvest

Postnord

SAS

RISE

SBAB

SJ

Specialfastigheter

Svenska Skeppshypotek

SSC Svenska Rymdaktiebolag

Systembolaget

Statens Bostadsomvandling

Vatenfall

Sveaskog
Svedab
Svenska Spel
Svevia
Svedavia
Swedfund International
Telia
Teracom
Vasallen
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Appendix 3. Corporate Size: EUs definition of SMEs
Company category

Staff headcount

and

Turnover

or

Balance sheet total

Medium-sized

< 250

≤ €50 m

≤ € 43 m

Small-sized

< 50

≤ €10 m

≤ € 10 m

Source: European Commission (2017)

Adjusted for this research per 08.05.2019 (1 € = 10,762 SEK)
Company category

Staff headcount

and

Turnover

or

Balance sheet total

Big-sized

< 250

≤ 538,1 MSEK

≤ 462 MSEK

Small-sized

< 50

≥ 538,1 MSEK

≥ 462 MSEK
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Appendix 4. Corporate Size: Calculation of the SOEs by EUs definition

Akademiska Hus
Almi Företagspartner
APL AB
apoteket
Arlandabana Infrastructure
Bilprovningen
Dramaten
Göta kanalbolag
Green Cargo
Infranord
Jernhusen
Lernia
LKAB
Metria
Operan
Orio
Postnord
RISE
samhall
saminvest
SAS
SBAB
SEK
SJ
SOS Alarm
Specialfstigheter
SSC Svenska Rymdaktiebolag
Statens Bostadsomvandling
Sveaskog
Svedab
Svenksa skeppshypotek
Svenska Spel
Svevia
Swedavia
Swedfund International
Systembolaget
Telia
Teracom
Vasallen
Vatenfall

Staff
headcount
449
487
507
311
1
592
282
39
1827
1825
182
5470
4118
254
525
241
31350
2041
19459
24
10324
533
252
3680
1003
144
465
2
846
3
7
1694
1833
3074
39
3611
24468
594
11
20041

Turnover
(MSEK)
5806
1061
1433
19871
66
67
286
51
4337
4003
962
3302
23492
432
573
755
37079
2696
7442
3
42654
3149
1683
7780
1082
2028
935
22
6206
11
270
7774
7557
5745
220
29355
79867
1974
17
135295

Balance sheet total
(MSEK)
Code*
90557
1
7959
1
712
1
8648
1
1288
0
271
1
90
0
103
0
3067
1
2012
1
16950
0
1180
1
60298
1
241
0
249
1
612
0
21899
1
2518
1
3378
1
5229
0
32555
1
416787
1
264392
1
8078
1
597
1
26842
0
1120
1
488
0
39445
1
7047
0
8713
0
8431
1
4496
1
17587
1
5966
0
5863
1
243845
1
4530
1
669
0
407868
1

*Code 1 = big-sized, Code 0 = small-sized
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Appendix 5. List of small- and big-sized SOEs
Small-sized SOEs

Big-sized SOEs

Arlandabana Infrastructure

Akademiska Hus

Dramaten

Almi Företagspartner

Göta Kanalbolag

APL AB

Jernhusen

Apoteket

Metria

Bilprovningen

Orio

Green Cargo

Saminvest

Infranord

Specialfastigheter

Lernia

Statens Bostadsomvandling

LKAB

Svedab

Operan

Svenska Skeppshypotek

Postnord

Swedfund International

RISE

Vasallen

Samhall
SAS
SBAB
SEK
SJ
SOS Alarm
SSC Svenska Rymdaktiebolag
Sveaskog
Svenska Spel
Svevia
Swedavia
Systembolaget
Telia
Teracom
Vatenfall
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Appendix 6. Regression models excluding Board Size
Financial Performance
Model 5

Model 6

Model 7

Model 8

Effect on ROA

Effect on ROE

Effect on NFGF

Effect on GRI

Std. B
Economic Degree
Accounting Experience
Finance Experience
Multiple Appointments
Tenure
Gender
Age
State Representatives
Size
State Ownership
PPA
Constant
F-value
Adj. R2
VIF value. highest
Sig.

Non-financial performance

Std. Error

-.016
9.052
-.772***
11.465
.584**
10.576
-.175
1.725
-.291†
3.085
.002
3.098
.272*
.792
-222
16.222
.024
3.445
-.034
5.070
.137
3.150
11.195†
1.931
.208
2.120
0.078†
N=39
***p < 0.001; **p < 0.01; *p < 0.05; †p < 0.1

Std. B

Std. Error

.074
17.908
-.743**
22.681
.558*
20.924
-.084
3.413
-.300†
2.027
-.018
6.129
.236
1.567
-.111
32.092
.011
6.815
-.073
10.031
.075
6.231
17.458
1.627
.150
2.120
0.145
N=39

Std. B
-.147
.108
-.165
-.108
.393*
-.043
.025
.220
-.149
.072
.484*
0.289†
2.057
.230
2.120
0.061†
N=39

Std.
Error
.230
.291
.269
.044
.026
.079
.020
.412
.087
.129
.080

Std. B

Std. Error

-.183
.003
.195
.144
-.120
.199
-.124
.117
.414*
-.064
-.113

5.753
7.286
6.722
1.096
.651
1.969
.503
10.309
2.189
3.222
2.002
46.856
1.123
0.033
2.120
0.381
N=39
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