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Executive summary 

This thesis research what motivates companies to divest assets and how asset divestitures create 

shareholder value. To explore these concepts this thesis combines the knowledge of existing academic 

literature relating the motives behind asset divestitures and the shareholder value creation, with 

empirical studies in the form of case studies and an event study. 

Overall this thesis concludes that the main motive for divesting is to react on or correct factors which 

make the firm inefficient. Further, this thesis conclude that the motive behind asset divestments do 

influence how shareholder value is created, as the motive reveal how efficient or inefficient a firm is. 

The two case studies of; Danisco’s divestment of its Sugar division in 2008 and Dantherm’s 

divestment of its Filtration division in 2010, was conducted to explore what motivates firm to divest in 

practice. The findings illustrate that the motivation for divesting, were distinctly different in the two 

cases. However both cases demonstrate how divestitures are driven by multiple motives originating in 

strategy, finance and corporate governance.  

The case studies further illustrates that changes in the external environment has an effect on the 

motives for divesting as both Dantherm and Danisco were affected by  respectively  the financial crisis 

and political regulations. 

Overall this thesis finds strategic and financial motives to be directly related to the decision to divest, 

whereas corporate governance both can be seen as a driver and a motive it-self. Further it is found 

that the motives behind asset divestitures are related.  

The thesis further studies the causal relationship between the motives behind divestments and 

shareholder value through the use of the event study methodology. The findings imply that the stock 

markets initial reactions to divestitures announcements are positive. Second, through testing three 

hypotheses, we find that the motives behind divestitures and the market conditions under which firms 

operate, do affect the markets initial response to a divestiture announcement. We tested both the 

differences in the divesting firms’ financial conditions and the financial crisis influence on 

divestments. 

The findings imply that measuring the effect of a single event is very complex, as an asset divestment 

must be seen as a sequence of events and complex strategic actions. The value generation must 

therefore be integrated into the stock return over a period of time.   
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1. Introduction 

The overall field of research in this thesis is corporate organizational changes in the form of organiza-

tional, financial and portfolio restructuring (Brauer, 2006).  More concrete this paper will explore the 

phenomenon of divestitures.  

Divestitures or divestments refer to a parent firm’s disposal of a part of the company’s total assets 

like a division, facilities or a business unit. More precisely divestitures can be understood as a firm’s 

adjustments of its ownership and business portfolio structure  (Brauer, 2006). This thesis will only 

focus on the sell-off also referred to as asset divestment or asset sell-off. 

In the market for corporate control and in the academic literature the fusion; Mergers and Acquisi-

tions, has often been the center of most attention. However the fission; Divestments, where firms 

sell off or redistribute assets is just as relevant. Many fields of research have made the simplistic 

assumption that divestitures are simply the mirror image of mergers and acquisitions, hence a re-

verse merger. However this assumption disregards the multiple forms of divestitures and that firms’ 

undertaking a divestment face different motives and characteristics than when conducting M&A’s  

(Brauer, 2006). Divestitures should therefore be seen as an alternative method within the corporate 

toolbox.  

Researchers have in years discussed the motives driving firms to divest. Research in divestitures has 

its origin in the strategic management literature from the beginning of the 1980’s. Although corpo-

rate strategy and studies of which business lines a firm should operate in, have been addressed by 

Ansoff as early as in 1965. In the mid- and late 1980’s financial scholars were dedicated to the topic 

and did pioneering work within this field, by introducing studies about the effect of divestiture 

announcements on shareholder wealth  (Brauer, 2006).  

The latest research concerning divestitures has focused on how the different theoretical aspects of 

divestitures are related and the relation between the value generated and the motives behind the 

decision to divest.  For example Shin (2007) studied the relation between the wealth effects of the 

profitability of asset sales motivated by the need for cash. Lang et al. (1995) studied how divestitures 

can be used as a source of financing and create efficiency gains. Others have investigated the causal 

relationship between corporate governance and divestment decisions (Hillier, McColgan, & Werema, 

2009). These studies illustrate the variety  of theorised opinions regarding divestitures, motives and 

value creation. It is found that further exploration of this field of research would lead to a better un-

derstanding of the causal relationship between the motives and the value creation of divestments. 
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1.1 Motivation 

The motivation for writing this thesis emerges from the current academic discussion on motives be-

hind the decision to divest and the related value creation. Moreover, it has come to our attention 

that academics often choose to explore only one or two motives and study these in depth. Exploring 

a single motive does not provide the reader with an overall understanding of why firms divest and 

how different motives are related. DePamphilis (2010) argue that motives to divest often are mul-

tiple in numbers, e.g. inappropriate strategy, inefficient corporate governance and financial perfor-

mance. This creates a need for understanding the broader picture of how the motives are interlinked 

with a specific focus on the complexity between the drivers and the value creation from asset divesti-

tures. Consequently this paper aims at providing a broader understanding of the divestiture pheno-

menon. 

Further, during the latest years the global financial and economic environment has seen many signif-

icant obstacles and challenges, conditions which indisputably have affected corporations worldwide. 

This also makes it necessary for firms to revise and adjust their businesses accordingly. In this context 

we find the need for knowledge about portfolio restructuring strategies like divestures even more 

relevant than before. 

Finally, we find that asset divestitures are not an over-exposed research field  (Brauer, 2006). The 

empirical literature available is mainly originated from American divestments. However, studies have 

also been conducted on Canadian, UK and Australian divestments. We find that exploring the mo-

tives and related value creation in a new context will add to the understanding and give new insight.  

Therefore it is found relevant to conduct an empirical research on Scandinavian divestments.  

1.2 Problem statement 

Based on the above we define that the objective of this thesis is to study the motives behind the 

decision to divest and the value generated from undertaking a divestiture in a Scandinavian context. 

We formulate our main research question as followed: 

Three underlying sub-questions supporting the main research question are formulated as: 

 Which theoretical motives can explain why firms divest? 

 Which motives for asset divestitures do we observe in practice?  

 How can motives for asset divestitures affect shareholder value? 

What motivates companies to divest assets and how do asset divestitures create 
shareholder value?
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1.3 Scope and Limitations  

The scope of this thesis is to analyze and discuss divestitures in form of asset sell-off. Other types of 

divestments have different characteristics in terms of financial implications and ownership structure. 

Thus, it would be misleading to analyze all types of divestiture on the same theoretical ground. 

Moreover, only asset divestitures where the acquirer is another corporation or a private equity fund 

will be in focus. Further, the thesis is limited from investigating financial institutions due to the dis-

tinct nature of this particular industry.  

This thesis is not a theoretical discussion of how to understand and interpret different theories. We 

aim to balance theory and practice by exploring the theory we find useful for conducting an empirical 

research for answering the research question.  

This thesis will seek to bring a new angle to existing research by analyzing divestures in the Nordic 

market, which, to our knowledge, has not been done before. The Nordic geographical scope includes 

Sweden, Finland and Denmark as Nasdaq OMX Nordic stock exchange encounter these countries1.  

The reason for analyzing these three countries together is that we find that they exhibit several simi-

larities regarding political, social, economic and legislative factors. Further the markets are found to 

be more or less comparable regarding the average firm size, exposure to international markets etc. In 

addition the corporate governance structures are found to be similar across these countries which 

imply high ownership concentration (often family or funds ownership), a two tier board system and a 

civil law legal system (Thomsen, 2008).  

1.4 Methodology 

The choice of research design is an important factor as the methodology is the mean which enables 

us to reach valid and reliable answers to the research question. The following will therefore elabo-

rate on the reasoning behind the choice of methodology, by outlining the thesis and how each sec-

tion contributes to answer the overall research question. 

The research question overall seeks to explore the divestiture phenomenon in general. Therefore to 

answer the research question the research design should allow drawing holistic conclusions. Moreo-

ver since the overall research question is two-fold as it encounters both the motives and the value 

creation behind asset divestments we also find it necessary to construct a research design that allows 

us to explore both aspects without compromising validity and reliability.  

                                                           
1
 Norwegian sell-off events are excluded from the study as the Norwegian stock market is not a part of the 

Nordic OMX. Further, Iceland is excluded due the countries latest economic difficulties. 
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When exploring the first part of the research question, motives behind divestitures, we must chose a 

methodology that allows for motives to be firm specific. Further the methodology should be able to 

capture the presumed complexity that lies in the motives behind divestitures and the links to the 

value generated. Finally the research method must aim for objectivity of the findings to allow us to 

draw general conclusions on a firm’s specific matter. As a result we find it reasonable to choose a 

qualitative methodology. More specifically we use case studies as this method of research best satis-

fies our criteria. We will explore the case study methodology further in the following section. Alter-

natively it would be relevant to conduct surveys and interviews as this would allow us to obtain in-

ternal knowledge about certain firm specific factors. However these methods require firm involve-

ment which possesses limitations as firms presumably will act in self interest and firm involvement 

may potentially make the response subjective thus the results would be more specific and less gen-

eral.  

The last part of the research question, how divestitures create shareholder value, seeks a general 

conclusion about the concept of value creation. Further the research methodology must allow us to 

draw general conclusions from a number of single events (divestments). We find the event study and 

valuations methods useful for this purpose. However both methods have certain disadvantages. The 

valuation analysis relies on a number of assumptions regarding forecasting growth rates, cost of capi-

tal etc. which may question the reliability of the result. Further the method requires extensive analy-

sis and data processing, making this method time consuming. The event study limitations relate to 

the fact that it is difficult to incorporate firm specific factors influence on the result. Further some of 

the assumptions behind the event study may be questioned. We however find the event study me-

thodology to be the most satisfactory within the context of this paper as it allows testing a portfolio 

of multiple events. Moreover the methodology allows us to focus on shareholder value creation.  

To conclude, if we use the two research methodologies as stand-alone methods they are not the 

optimal method for exploring the research question. However but together the two methods sup-

plement each other creating a mosaic that facilitate a reliable and valid answer to the research ques-

tion. Due to the twofold research question and the presumed link between motives and value crea-

tion of asset divestments it is found relevant to combine the case study methodology and the event 

study methodology. It is found that combining these two methods allow us to explore the necessary 

perspectives on the research question while ensuring high liability and validity of the conclusions. 

1.4.1 Case study methodology 

Based on the discussion above it is found relevant to use the case study methodology. The reason for 

using this research design is found in Yin’s (2009) argument; that a case study is a useful tool for un-
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derstanding complex phenomenon’s as case studies have the ability to explain links in a real-life con-

text that are too complex for both surveys and experimental strategies. Nygaard (2005) further high-

lights that case studies provide the basis for a critical discussion which give greater depth and under-

standing. Based on these reasoning’s, case studies seem as a useful approach to explore the link be-

tween the various drivers and motives behind asset divestments as the method allows us to verify 

whether and how established theories apply in real life cases. 

However, since researchers do not agree upon the usability of case studies, we find it important to 

explore the different point of views regarding the use of case studies. The main difference lies in the 

discussion of whether case studies allows for generalization. Flyvbjerg (2006) argue that a weakness 

of a case study is the lack of ability to generalize to other similar cases. On the other hand Yin (2009) 

believes that the problem of generalization in a case-study can be solved by using the right research 

design and the right scope. We adopt the view of Yin (2009), and believe that generalization is possi-

ble under a robust research design, meaning that case studies are useful when the goal of the re-

search is to expand and generalize theories, hence analytical generalization. Olsen & Pedersen, 

(2002) supports this view by noting that high validity and quality will make the study trustworthy and 

hence applicable to other cases. Flyvbjerg (1996) however also notes that by strategically selection of 

cases it is possible to increase the generalization. Yin (2009) also emphasizes the importance of fol-

lowing a systematic approach when conducting case studies. 

Based on the above discussion, we find that case studies can be used in deductive analysis seeking to 

explore a theoretical framework and give further insight to the motivation behind divestment and 

the value generated. It is therefore found powerful to use the case study method as long as the cases 

used are selected cautiously. Moreover it should be noted that a case study serves both a descriptive 

and explanatory purpose, as it seeks to both test the theories but also broaden the understanding of 

how the motives interlink and affects the value generated. Therefore, knowledge obtained from the 

case studies is also relevant when exploring the last part of the research question relating to the val-

ue creation.  

1.4.2 Event study methodology 

The event study methodology is a commonly used tool in the finance literature to test the effect of 

an event e.g. on the stock price of a firm (Strong, 1992) (MacKinlay A. , 1997). In relation to this the-

sis, an event study is found to be a relevant method for exploring part of the research question as it 

can be used as a tool to estimate the effect on the market value of the firm of an event e.g. the an-

nouncement of an asset sell-off (MacKinlay, 1997).  
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The event study relies on the assumption that corporate value creation is directly reflected in the 

stock price. This refers to the Efficient Market Hypothesis (EMH) (Fama, 1970), which asserts that 

financial markets process all information as soon as it becomes available i.e. there is perfect informa-

tion in the stock market. Thus the price of a stock should reflect the knowledge and expectations of 

all investors (Bodie, Kane, & Marcus, 2009). Assuming that the EMH holds, the effect of an event will 

be reflected in security prices (MacKinlay, 1997). Grossman & Stiglitz (1989) supported the idea of 

efficient capital markets, as they argued that if all relevant information is already reflected in market 

prices, no profit opportunity would arise and therefore no investor would have sufficient incentive to 

acquire the information on which prices are based. 

The event study methodology therefore makes it possible to detect whether and how the market 

reacts to the news. Thereby it is possible to determine the value creation of an asset sell-off by ob-

serving the security prices over a relatively short time period. Further as the stock prices are easily 

observed this also favors using the event study method when conducting research on a larger sam-

ple. An important point of critique of using event studies is that the stock prices respond to a wide 

range of different information e.g. changes in the competitive environment, interest rates, inflation 

etc. and consequently it can be difficult to isolate the value effect attributed to a specific event. 

Another critique of event studies relates to this assumption of EMH.  

There is a still ongoing discussion about the EMH. Several critiques find that the market may not be 

able to completely asses the value of information (Bodie, Kane, & Marcus, 2009).  However no other 

theory has proven the EMH superior. Therefore, even though the EMH is not found to completely 

explain the relationship between information and market reaction. It does not change the fact that 

stock prices is useful indicators for how the market react to asset divestitures, though it might not be 

100% correct it still able a good indicator and considered to be capable of capturing the overall mar-

ket reaction.  

1.4.3 Thesis outline 

Based on the discussion above, the thesis outline is constructed as followed: 

In chapter 1 we introduce the topic, problem statement and research method.  

In chapter 2 the necessary definitions are stated. That includes the definition of asset divestments, 

and the definition of value creation.  

Chapter 3 presents a literature review of the motives behind the decision to divest. This section ana-

lyzes three different categorizations of motives for asset divestitures which are defined as financial, 

strategic and corporate governance related motives.  
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In chapter 4, based on the knowledge developed in chapter 2 and 3, a case study research design is 

developed, including a framework for how to analyze motives and the value generated from divesti-

tures. Then two different cases of asset sell-offs are analyzed to identify the underlining motives and 

value generated from the sell-off.   

In chapter 5, the event study methodology is applied as the scope of the research is expanded to 

explore value creation from divestments and its causality to motivations behind divestment.  Conclu-

sions from the previous chapters are used to establish various hypotheses’ which are then tested on 

a sample of Nordic divestiture events.  

Finally the conclusion of the research question is presented in chapter 6. A perspective and sugges-

tions for further research is discussed in chapter 7. 

1.5 Sources and validity 

Only public available data will be used as reference, which covers annual reports, articles from pe-

riodicals and journals, interviews and newsletters. Only well known and trustworthy academic 

sources will be used as references to mitigate subjectivity through the different authors’ beliefs. Es-

pecially company specific material published by the company itself is affected by the authors’ point 

of view. As a consequence the use of company specific material will to the extent possible be sup-

ported and combined with other sources. 
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2. Introducing the concept of asset divestitures 

This chapter will define the main concept used in the thesis. More precisely, this chapter will define di-

vestitures and the notion of value creation. 

2.1 Type of divestitures   

Central for all forms of divestures is that they transfer control of an asset from the parent company to a 

set of new owners, either partially or completely. Once a company has decided that redeploying assets is 

preferable, managers need to consider which divestment alternative will be most efficient in supporting 

the underlying motivation. Bruner (2004) found that most divestitures are implemented through spin-

offs2 and asset sell-offs. The reason for this is found in the motives combined with the distinct character-

istics of the different types of divestures. Table 1 summarizes the different types of divestiture strategies 

and their characteristics. 

Table 1 Types of divestitures 

Characteristics  Asset Divestitures Carve-outs Spin-Offs 

Cash infusion to parent Yes Yes No 

Change in equity ownership Yes Yes No 

Parent ceases to exist No No No 

New legal entity created Sometimes Yes
1
 Yes 

New shares issued Sometimes Yes Yes 

Parent remains in control No Generally No 

Taxable to shareholders Yes
2
 Yes

2
 No

3
 

Source: (DePamphilis D. M., 2010) 
1 Applies to subsidiary carve-outs only. 
2 The proceeds are taxable if returned to shareholders as a dividend or tax deferred if used to repurchase the parent’s stock. 
3 The transaction is generally not taxable if properly structured. 

Comparing asset sell-offs to other types of divestitures show that it is the only type which does not al-

ways result in creation of a new legal entity (Birkinshaw, 1997). Spin-offs and carve-outs3 have the ad-

vantage that they allow investors to invest in just one part of the business, which makes it easier to value 

the business unit (Klein, 1986).  

As the table illustrates, different motives lead to different divestments strategies. However from this 

point on the focus will be on sell-offs or asset divestitures. These terms are used indiscriminately in this 

                                                           
2
 Spin-off is the creation of a new independent publicly traded company created by detaching a part of the parent company’s 

assets or divisions and creating a new legal subsidiary (DePamphilis D. M., 2010) 
3
 Equity carve-outs are similar to spin-offs, as in both cases the subsidiary’s stock is traded separately from the parent’s stock. 

However in a carve-out the shares in the new company are not given to existing shareholders, but instead sold in a public offer-
ing and thereby providing a cash infusion to the parent company (DePamphilis D. M., 2010). 
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thesis, so whenever we refer to the notion of divestitures, divestments, asset sale etc. we refer to the 

notion of an asset divestiture. 

2.2 Asset divestiture 

In an asset divesture the parent company sell a part of its assets to another firm. DePhampilis (2010) 

defines an asset divestiture as:”...the sale of a portion of a firm’s assets to an outside party, generally 

resulting in a cash infusion to the parent. Such assets may include a product line, subsidiary, or division”. 

The buying company thereby acquires majority control of the assets in question, while the divesting firm 

receives cash and/or shares and give up ownership and control of a part of the company’s asset (Khan & 

Mehta, 1996).   

2.3 Voluntary or involuntary divestitures 

Divestitures can be voluntarily or involuntarily. Voluntarily divestitures are a deliberate decision made by 

the management of the divesting firm to trade some of its assets into financial resources (Khan & Mehta, 

1996). However, not all decisions to divest are taken voluntarily. External institutions can force a com-

pany to divest assets motivated by e.g. financial distress or competition laws. When the sale is being 

forced externally upon the company, cash infusion from the sale does not necessarily have the same 

wealth implications as a voluntary divestiture (Boudreaux, 1975).   

2.4 What to divest 

Within the divestment context, a central question is which assets the company should divest. The types 

of assets divested can be multiple depending on the vendor company's organization setup, strategy, 

competitive environment, etc. At an overall level one can argue that three categories exist (DePamphilis 

D. M., 2010):  

1) Specific product, brand, business unit  

2) Specific geographical market branch  

3) Part of the company’s supply chain (e.g. a production plant or a distribution channel) 

Often the divested asset is a combination of any of the three dimensions stated above, e.g. divesting a 

specific product on a specific market. 
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2.5 Goal of the firm 

To gain an understanding of the underlining reasoning behind a firm’s motives to divest and the related 

value generation it is relevant to first define the overall goal of the firm.  Generally, value creation must 

be seen as the main premise for firms to exist.  

2.5.1 Shareholder versus stakeholder view 

Within the economic literature two perspectives on this firm’s overall purpose have been proposed; the 

classic shareholder view and the newer stakeholder view (Brealey, Myers, & Allen, 2008).  

The shareholder view argues that the overall goal of a firm is to maximize shareholder value which can 

be seen as reflected in the market price of the company’s common stock4. Achieving this goal relates to 

the notion of maximizing economic profit, rather than accounting profit5. Shareholder value can there-

fore be seen as the sum of the firms’ investment, financing and dividend decisions which affect the abil-

ity to generate future cash flows, thus increasing share prices (Brealey, Myers, & Allen, 2008). 

The stakeholder theory on the other hand explicitly incorporates the interests of all stakeholders of a 

firm and not only the shareholders6. The stakeholder approach emphasis the influence of organization’s 

stakeholders in order to maximize a company’s strength and minimize its weaknesses. 

We acknowledge that firms cannot neglect stakeholders due to their dependency on e.g. recruiting new 

talents, maintaining a good reputation by acting environmentally friendly or take other externalities into 

account. However, we argue that the rational of stakeholder value is already incorporated in the share-

holder view as the firm must embrace all interest of stakeholders to maximize profit. E.g. shareholders 

will appreciate all activities conducted in the interest of a stakeholder if it generates positive net present 

value. 

Jensen (2001) supports this argumentation and argues that companies adapting stakeholder theory 

leaves managers empowered to exercise their own preferences in order to spend the firm’s resources 

efficiently. Because firms have to make trade-offs to exist, they need to have one single objective. There-

                                                           
4
Maximising shareholder value relates to the maximizing of economic profit, (Economic profit may also be referred to as Eco-

nomic Value Added or residual income). Economic profit is measured by residual earnings, which is the leftovers after we adjust 
for the cost of capital (Brealey, Myers, & Allen, 2008). 
5
 It is important to distinguish between economic and accounting profit, as maximization of accounting profit is not as inclusive a 

goal as that of economic profit. The reason is that firms can always raise total profits by issuing stock and using the proceeds to 
invest treasury bonds (Brealey, Myers, & Allen, 2008). 
6
 A stakeholder includes all groups or individuals that substantially can influence the welfare of the firm e.g. employees, custom-

ers, suppliers, the community etc.  
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fore, it is believed that maximizing shareholder wealth includes stakeholders’ interest. As a result of the 

above discussion, we adapt the shareholder view.  

Relating this to the thesis the overall motive behind asset sell-offs must be to create shareholder value. 

Firms may state various motives for divesting assets, but the underlying reasoning must be that an asset 

is sold off if this creates higher shareholder value than keeping it in-house. 

2.5.2 Value creation 

In maximizing the value of the company’s shares, asset divestments can be seen as an investment pro-

ject where we asses a project’s contribution to wealth through the notion of net present value (NPV) 

(Brealey, Myers, & Allen, 2008)7. Under the assumption of rational behaviour, the company will only 

undertake a project if it generates a positive NPV.  Hence a company should divest if:  

Retain ownership of asset (NPV) < Divest (NPV)  

Using this theorem all shareholders should agree that divestments are optimal if the NPV from divesting 

the asset is higher than the NPV of retaining the asset (DePamphilis, 2010). If we assume that all valua-

tions are correct and all decisions are rational, all divestitures will per definition optimize shareholder 

value. 

2.5.3 Corporate efficiency  

Based on the discussion of value creation we find that optimizing shareholder value must be equivalent 

to uphold, restore or improve corporate efficiency. An efficient firm must therefore be characterised as a 

firm that is able to optimize shareholder return. Hence an efficient firm is capable of assessing when an 

asset generates higher NPV for the firm. Accordingly we define that asset divestitures also serves the 

purpose of promoting efficiency.  We therefore define corporate efficiency as the overall goal which will 

make the firm divest an asset. 

2.5.4 Transaction cost theory 

The concepts of value creation and efficiency are associated with transaction cost theory, agency costs 

theory and asymmetric information theory (agency cost and asymmetric information will be explained in 

chapter 3). These theoretical concepts argue that corporate changes improving efficiency will lead to 

cost reduction and therefore improved shareholder value.   

                                                           
7
 Overall the net present value rule recognizes whether a project is worth more than its cost through the notion of time value of 

money and the difference between project rates of return and opportunity cost of capital. 
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Regarding transaction cost theory, Coase (1937) argued that the choice between conducting an activity 

inside the firm or using the market is a function of transaction costs. If transaction costs for using the 

market are higher than the cost of keeping the activity inside the firm, the company will choose to keep 

the activity inside. Due to the balance between internal administration and external transaction costs, 

the choice of organizational structure is a source of value creation. Transaction cost theory therefore 

provides an explanation to why a divestment will occur when changes inside or outside the firm alter the 

relative cost of using the market as opposed to operating within the firm. Williamson (1979) specified 

that this is especially influenced by the presence of asset specificity8 as specialized assets are subject to 

contracting problems which make it more likely that an asset is retained within the firm. Concluding, we 

argue that an important reasoning for divestments can be found in the transaction cost theory. Further 

in this lies that firms should aim for optimizing efficiency. Efficiency is thereby a motive for divestment 

itself.  

2.5.5 The right owner hypothesis 

Relating to the notions of value creation, efficiency and transaction cost theory it is also important to 

discuss the idea of the natural owner of an asset. In this connection, efficient firms will sell assets as soon 

as another firm can manage them more efficiently (Lang, Poulsen, & Stulz, 1995). Hence a company 

should divest when the business division or asset is more valuable to another company. Further the 

other company must also be willing to pay more for the unit than what it is worth for the selling firm. 

This rationale assumes that both buyer and seller of the business unit act rational and seek to optimize 

shareholder value. Within this also lies the assumption that an efficient market for corporate control is 

present. This will secure the most optimal parent as owner of the company or division. To conclude firms 

should sell off the assets as soon as another party can manage it more efficiently. 

 

                                                           
8
 Asset specificity is defined as the extent to which the investments made to support a particular activity have a higher value 

used in relation to this activity than they would have if they were redeployed for any other purpose (Hendrikse, 2003). 
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3. Literature review 

In chapter 2, we concluded that corporate efficiency was the overall goal of the firm. Hence the main 

motivation to divest would be to promote corporate efficiency. In relation, this chapter will combine 

theoretical reasoning’s in the academic literature to explore which motives and underlying drivers that 

leads to divestitures and where this related value creation originates from. 

Theory and empirical findings is introduced by distinguishing between three different overall categoriza-

tions of motives driving asset sales; strategic, financial and corporate governance. Haynes et al. (2003) 

argue that these categories represent all essential factors. 

3.1 Strategic motives 

To establish on overall understanding of how corporate strategy influences the decision to divest we 

start by exploring the overall idea behind corporate strategy. Hereafter we move on to explain empirical 

findings and specific strategic factors motivating firms to divest. 

3.1.1 The optimal corporate strategy 

Strategy can be defined as ”…the overall plan for deploying resources to establish a favourable position”  

(Grant, 2005, page 14). Favorable positions relate to the firm establishing competitive advantages rela-

tive to its competitors. The capability to create and uphold competitive advantages is a central point in 

corporate strategy. 

The Resource based view (RBV) offers a theoretical explanation of the importance of the notion of com-

petitive advantage (Barney, 1991). RBV argue that resources and capabilities put together the right way 

create a competitive advantage and hence create value for the firm. Further according to the RBV com-

petitive advantages are conditioned by two factors: 1) scarcity9 and 2) relevance10 (Grant, 2005). Barney 

(1991) contributed to the debate on how to sustain competitive advantage by stating that competitive 

advantage is created by the firms’ unique mix of resources. By upholding heterogeneity in its mix of re-

sources and capabilities, the firm can sustain a competitive advantage. Barney further highlight four cha-

racteristics of the resources and capabilities which promote this state: The “strategic assets” must be 1) 

valuable, 2) rare, 3) non-immitigable and 4) non-substitutable.  Hence for firm’s strategy to be successful 

consistency between resources and capabilities and corporate strategy is essential, which in turn creates 

the need for strategic fit between internal factors and external environment.  

                                                           
9
 Scars resources and capabilities are necessary to achieve advantages compared to the competitors 

10
 Relevance as the resources are a critical factor for achieving success in the industry 
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Effeciency

Fit 

Focus

Moreover Porter (1987) argues that;”Corporate strategy is what makes the corporate whole add up to 

more than the sum of its business unit parts” (Porter, 1987, page 117). The firms’ strategy therefore must 

take into account how the different business units fit together. Adjusting the firm strategy must there-

fore be seen as a primary motivation behind the decision to divest assets.   

The strategic motives to divest can in a broad sense be categorized into a proactive and a corrective rea-

soning. Proactive decisions seek to redesign, split, or transfer assets and business units as a way of 

adapting to changing market opportunities (Siggelkow, 2002). On a more practical level the firm simply 

changes it corporate strategy e.g. due to changes most often in the external environment. Corrective 

divestitures on the other hand seek to make up for prior strategic mistakes or lack of reaction to a 

needed adjustment e.g. refocus on core businesses, react on industry-level competition (Markides, 

1992). Dranikoff et al. (2002) found that three-quarters of divestitures is a reactive response. 

3.1.2 The strategic fit hypothesis 

Relating to corporate strategy a main driver behind the decision to sell-off an asset is misfit in the com-

pany’s strategy. It can be argued that it is inefficient for a firm to hold on to a misfit asset because firms’ 

resources are directed towards the assets at the expenses of more strategic fit assets. Misfit assets with-

in a firm can therefore lead to non-optimal resource allocation and hence lower value creation.  

3.1.2.1 The focus hypothesis 

The most cited motive behind divestitures is to increase 

the corporate focus also referred to as the refocusing hy-

pothesis (Kaplan & Weisbach, 1992). Divestitures based on 

corporate refocusing refers to that the firm divests a peri-

pheral business unit, meaning that the asset is outside the 

firms core line of business (Zhou, Li, & Svejnar, 2011). Vari-

ous studies have documented that increased corporate fo-

cus results in increased market value and operating perfor-

mance of the divesting firm subsequent to the sell-offs 

(Berger & Ofek, 1999). This supports that a sell-off motivated 

by a wish to refocus, also is aligned with the overall idea behind value creation, and hence to become 

more efficient.  As figure 1 illustrates the asset should only be sold off if it conflicts with the fit of the 

firm’s business strategy. 

Figure 1 Illustration of efficiency, fit and focus 

Source: Author’s own creation 
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The focus hypothesis relates to the notion of diversification. Research argues that the advantages of 

diversified firms are economies of scope and synergies among the business units in a firm’s portfolio 

(Zuckerman, 2000). However extensive empirical studies have shown that the greater diversification and 

the more unrelated resource profiles of parent and unit, the more likely is the unit to be sold off (Berger 

& Ofek, 1999). Palich et al. (2000) found a curvilinear relation between profit and diversification. The 

findings state that firm’s economic performance increases as firms shift from single business strategies 

to related diversification, but performance decreases as firms change from related diversification to un-

related diversification. Hence the study may explain why over-diversified firms with unrelated businesses 

choose to sell-off assets. 

The theoretical reasoning behind firms’ motivation to refocus leads back to the transaction cost theory 

(Williamson, 1979) (Coase, 1937). Beyond a certain level of diversification it becomes difficult to manage 

the different units efficiently, hence at lower cost than the market. The reason is those unrelated busi-

ness units have a low interdependency. Also it can prove difficult in practice to achieve the synergies, 

and administrative costs may more than offset the economic benefits of diversification (Zuckerman, 

2000).  

This finding is further reflected in the concept of "conglomerate discount”, where studies have found 

that highly diversified firms have lower share prices compared to the real fundamental value of the firm 

(Kose & Ofek, 1995). The “discount” is argued to be a market response to inefficient allocation of capital 

across corporate divisions. Also the discount may relate to the fact that it is difficult to evaluate the true 

value of the firm as diversification increases a firm’s complexity (further analyzed in section 3.3).  

3.1.3 External strategic motives 

The motives described in the previous sections all arise due to changing conditions for the firm. These 

changes occur internally or externally. As the firm is not able to control the external conditions, the 

changes in the environment, in which the firm compete, must be seen as an important factor influencing 

the firm’s decision to divest. Overall, the reasoning is that external changes can make a once profitable 

asset, holding a positive NPV, to become unprofitable. As a result the firm may not be the optimal owner 

of the asset and divesting can thus promote efficiency.  

External factors can be divided into five different categories: 1) “Industry attractiveness”, 2) “Intensity of 

the competition and market consolidation”, 3) “Macroeconomic changes”, 4) “technological changes” 

and 5) “political regulations”. It should be noted that external factors affect the firms differently depend-
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ing on the industry characteristics. We therefore give an introduction to some of the drivers which have 

gained most consensuses among academics. 

3.1.3.1 Industry attractiveness 

Growth prospects equal profit opportunities as it attracts new firms to the industry. Research has also 

found industry growth to be negatively correlated with sell-off activity (Ilmakunnas & Topi, 1999). Fur-

ther Sembenelli & Vannoni, (2003) found that in times of industry growth for the firm’s primary business 

units, companies will be more likely to divest unrelated business activities with less favorable growth 

opportunities. Hence a firm’s incentive to reduce its level of diversification depends on the economic 

attractiveness of its core business industry. 

3.1.3.2 Intensity of the competition and market consolidation 

Porter (1987) argued that the intensity of the competition in an industry has an impact on the success of 

the firms competing in it. Agarwal & Gort, (1996) argue that divestments can be seen as a response to 

increasing competition as intense competition brings down the possibility of generating profit, which 

creates a ”survival of the fittest” situation forcing the firms to become more efficient. The companies 

that do not manage to create the required scale and scope advantages are then forced out of the indus-

try. Thereby increased competition can result in market consolidation. Others argue that the increased 

divestment activity in industries with intense competition is a consequence of coordinated efforts in an 

attempt to decrease the competitive intensity (Tan & Yuan, 2003). Further Ilmakunnas & Topi, (1999) 

found that in industries with a small number of players the divestment rate will also be lower, because in 

periods with low demand firms will seek collusion possibilities to a higher degree. Finally it is found that 

globalization has increased the competitive pressures, which increases the numbers of divestures. The 

argument is that foreign-based competitors will likely possess different combinations of resources and 

capabilities (Bowen & Wiersema, 2005). To remain competitive compared to foreign-based competitors, 

divestitures are used as a restructuring mechanism. 

3.1.3.3 Macroeconomic changes 

The latest economic crisis (2008-2010) affected firms globally as e.g. decreased borrowing opportunities, 

decreased consumer buyer power and decreased trust in the financial markets changed the market con-

ditions. Ilmakunnas & Topi (1999) found that aggregated macroeconomic factors and the general eco-

nomic trends do not have a significant influence on the divestment activity. Duhaime & Grant, (1984) 

supported the findings that “normal” market fluctuations do not affect firm’s decision to divest. Howev-

er a severe market condition, as the one experienced in 2008-2010 was still found to have important 
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influence on the firm’s strategy as competition in the industry increases, which on the longer term can 

create a need for strategic adjustments.  

In relation to this it is argued the cost of managing a diverse portfolio increases with the level of uncer-

tainty and turbulence in the market (Chatterjee et al., 2003). However a firm with related business units 

and a focused strategy also has its disadvantages under these severe macroeconomic conditions, as 

these firms are more vulnerable towards the effect of an external shock. 

3.1.3.4 Technological changes  

Related to environmental uncertainty, the level of uncertainty and turbulence often relates to factors 

like technological innovations. A model able to explain how technology changes can motivate firms to 

divest is the business life cycle model. The model state that due to changes in the external environment 

corporate competences and capabilities needed to manage the asset, changes through each of the as-

sets life cycle (Day, 1981).   

Jovanovic & MacDonald, (1994) noted that the technological changes have made it almost impossible for 

firms not to invest in capital intensive production methods. High levels of technology changes often 

shorten the product life cycle. Therefore the degree of technological changes in an industry has been 

found to increase the likelihood of divestiture because firms have been unable to adjust sufficiently to 

the new technological regimes (Jensen, 1993). 

3.1.3.5 Political regulations 

Shleifer & Vishny, (1989) argue that sell-offs often occur as a response to changes in regulatory and 

competitive conditions e.g. less forceful antitrust enforcement, changes in the tax regime, or other poli-

cies. Hoskisson & Hitt (1990) further found that deregulation has increased firms’ ability to achieve large 

scale profit in single lines of business thereby motivating firms to re-focus. 

3.2 Financial motives 

The financial motives discussed in this section are closely related to strategic decisions, corporate control 

and external economic shocks and therefore also the efficiency hypothesis. The motivation for distin-

guishing financial motives from strategic is that academics have found that firms selling assets are moti-

vated to do so by their financial situation rather than by the discovery that some other firm has a com-

parative advantage in operating the assets (Lang, Poulsen, & Stulz, 1995). In general no universal defini-

tion of financial motives exists as the categorization varies according to the goal or the analysis. 
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Based on our research, we define that for a firm to have a financial motive it must be in a poor financial 

condition. We have identified three factors which may cause a poor financial condition: poor operating 

performance, capital constraints and the cost of financial distress. This categorization is hence more a 

state of the firm. Various reasons related to strategic or corporate governance factors may have forced 

the firm into this state. However this section will only concentrate on explaining how and why this state 

of poor financial condition might lead the firm to divest. One similarity between all three factors is that 

they influence the overall net present value of the firm, as it may decrease the overall firm value to an 

extent such that a divestment becomes relevant. The following will elaborate upon the underlying theory 

behind these factors. It will be explained how firms most often gets in this poor financial state and how it 

then leads to divestments. 

3.2.1 Poor operating performance 

First and foremost a financial motive for divesting relates to poor operating performances as it makes 

sense that firms do not want to hang on to poorly performing operations and therefore seek to divest to 

increase profitability. Hillier et al. (2009) found that one of the most important factors in the decision to 

undertake asset sales are poor operating returns. By poor operating returns is meant decreasing opera-

tional margins, insufficient cash flows or working capital. Cash flows and working capital requirements 

are related to firms’ liquidity level, thus liquidity issues is also believed to be a motive to divest.   

It is important to distinguish that firms may experience decreasing financial performance over several 

years without it being vital for the firm. It is therefore important to take the overall NPV of the firm or 

division into consideration when assessing whether poor financial performance is a motive behind the 

divestment. 

Poor operating performance can take place in either a business unit or at an overall firm level. Research 

has proved that divesting firms have significant lower operating performance than their industry peers at 

the time of divestment (Chen & Guo, 2005)(Cho & Cohen, 1997). This implies that the declining perfor-

mance is rather a result of the firm’s changed competitive strength than a general downturn in the in-

dustry. The poor operating performance should hence be seen as an extension of the strategic discussion 

in section 3.1 or the efficiency of corporate governance, which we will explain in the next section 3.3. 

3.2.2 Leverage and the Cost of Financial Distress 

Due to extensive leverage and/or poor operating performance some firms can be characterized as being 

in financial distress. For firms in this state the short-term goal is solely to survive. Therefore firms can be 



3. Literature review 

19 
 

forced to divest their most profitable assets and core business instead of the least strategic business. 

Maksimovic and Phillips (1998) show that firms in Chapter 11 bankruptcy process11 tend to sell their 

most efficient assets, whereas firms in a control sample (i.e. non-distressed companies) sold their least 

efficient assets. The reason is simple and reflects management’s last attempt to stay in business. Hence, 

firms in financial distress are an involuntary divestment where the motivation is simply that the firm 

does not have a choice whether to divest or not. Since financial distress arises when firms cannot pay 

back debt obligations it is found relevant to explore the theoretical reasoning behind how much firms 

should borrow. The trade-off theory will therefore be discussed in the following. 

3.2.2.1 The Trade-off theory 

Drawing on capital structure theory, proposed by Miller and Modigliani, we know that optimization of 

value depends on the firms debt level  (Modigliani & Miller, 1963). As interests are tax deductable leve-

rage creates a tax shield12. However, if firms borrow extensively we also observe a higher risk for finan-

cial distress. The cost of financial distress is based on the probability of distress and the magnitude of 

costs if distress occurs. Due to the cost of financial distress firms cannot borrow extensively without at 

some point decreasing firm value. This is known as the trade-off theory. The theory states that the firm 

faces a trade-off between a high tax shield and the cost of financial distress as the probability of distress 

increases heavily as firms’ borrow (Brealey, Myers, & Allen, 2008).  Hence the equation of the value of 

the firm must be: 

Value of firm = “Value if equity financed” + PV (tax Shield) + PV (cost of financial distress   

The important take-away is the fact that the level of debt affect the value of the firm.  

3.2.4 Capital constraints 

Another financial motive for divestitures is the fact that sell-offs can occur as the firm needs to raise 

funds and cannot do so cheaply on capital markets (Lang, Poulsen, & Stulz, 1995). 

The rationale gain relates to the notion that firms should choose projects generating the highest NPV. To 

be able to make new investments to ensure future growth and value creation, firms need capital. How-

ever for some companies it can be too expensive to issue further equity or debt due to overall decreas-

                                                           
11

 Chapter 11 is a chapter of the United States Bankruptcy Code, which permits reorganization under the bankruptcy laws. 
Chapter 11 empowers a trustee that acts as trustee and debitor of the business, and is subject to the oversight and jurisdiction 
of the court. 
12

 This is under the assumption that debt is fixed and perpetual, the marginal tax rate is fixed and the firms are sure to have 
future profit to shield. 
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ing performance and/or high leverage. As a result alternative sources of financing are pursued i.e. under-

taking asset sale. This is known as the financing hypothesis (Lang, Poulsen, & Stulz, 1995). The theory 

argues that in some cases because the firm has high leverage and/or poor performance selling assets will 

be the most efficient source of new funds. The hypothesis is supported by later studies that find signifi-

cant wealth gain in firms due to better utilization of sources of financing (Shin, 2008).  

The financing hypothesis relies on the theoretical reasoning that the cost of issuing equity or debt is too 

expensive. The financing hypothesis arises as a result of information problems making the cost of debt 

increase as debt holder’s fear of an underinvestment problem13 (Myers, 1977) or due to the notion of 

the asset substitution problem14  (Jensen & Meckling, 1976). Myers & Majluf, (1984) argue that due to 

these information problems a pecking order arise, where investments are recommended first to be fi-

nanced by internal funds, second by external funds via new debt issues and thirdly with new issues of 

equity. By using internally generated funds (plowing back earnings) the firm avoids any kinds of issuing 

costs and information problems completely, and is therefore further expected to create positively news 

for shareholders. 

3.3 Corporate governance mechanisms 

The financial and strategic motives are rooted in the underlying motivation of optimizing shareholder 

value. Corporations are characterized by a separation of ownership and control. This separation makes it 

relevant to explore what motivates the decision maker to also seek this goal. Corporate governance is 

defined by Thomson (2008) as the control and direction of firms by ownership, boards, incentives, law 

and other mechanisms. Based on this we define that the purpose of corporate governance is to ensure 

that decisions made are in the shareholders’ interest such that only value-increasing divestments are 

undertaken. Consequently this section is devoted to discuss which mechanisms within the corporate 

governance literature influence the decision to divest. 

3.3.1 Agency problems 

Principal agency theory (PA theory) can be applied to describe how the work of an agent (e.g. the man-

agement) influences the payoff to the principal (e.g. the shareholders or board) (Hendrikse, 2003).  

                                                           
13

 If debt is risky (e.g., in a growth company), the gain from the project will accrue to debt holders rather than shareholders. 
Thus, management have an incentive to reject positive NPV projects, even though they have the potential to increase firm value 
14

 As the leverage increases, management has an increased incentive to undertake risky perhaps negative NPV projects, because 
if the project is successful, shareholders will get all the upside, whereas if unsuccessful, debt holders gets the downside. 
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PA theory assumes that people are rational but still act opportunistic. The core problem consists of the 

conflicts of interest that arise as the principal and agent seeks to maximize their own utility (Thomsen, 

2008). A PA problem arises because of the following three conditions: 1) separation of ownership and 

control, 2) conflict of interest between the agent and the principal 3) asymmetric information15 

(Hendrikse, 2003).  PA theory therefore explains that poor internal corporate governance relates to the 

firm’s lack of ability to monitor and incentivize their managers correctly. PA theory is therefore also able 

to explain under which constraints the optimal contract between the agent and the principal should be 

designed in order to discourage undesirable behavior by the agent. 

The resulting loss in value a firm experiences due to the existence of agency problems is defined as 

agency costs (Jensen & Meckling, 1976). The optimal corporate governance structure is where all agency 

costs are eliminated. However firms’ face a trade-off between cost of incentivizing and monitoring the 

decision makers, and the agency costs. The costs of mitigating the agency problems can simply be too 

high compared to the agency costs. Hence it seems impossible to completely eliminate agency costs or 

define a universal optimal agency contract. The goal for the firm is therefore to find the most optimal 

corporate governance structure under these constraints. 

3.3.2 The consequence of agency problems and poor corporate governance 

As a result of the presumed opportunistic behavior managers will engage in self-serving activities that 

can increase their job security and compensation (Roll, 1986). As a result managers will have an incentive 

to pursue empire building and make entrenching investments16. This also relates to Boot’s (1992) finding 

that managers, due to exaggerated self-confidence in own abilities and of reputational pride, can be 

reluctant to divest. The reason is that managers fear that a divestiture will be seen as admitting that the 

initial investment was out of place and thus affecting the perception of their ability. Hence a manager’s 

motivation of making non-optimal decisions for the firms can be categorized into economic and reputa-

tional incentives. 

As a consequence manager will first be motivated to divest when the bad reputation effect from the 

firms overall poor performance becomes larger than the reputation effect of divesting the bad perform-

ing assets. This is supported by Dranikoff et al. (2002) that found that divestures often occur after long 

delays, and first when problems became obvious and actions unavoidable. Cho and Cohen (1997) also 

                                                           
15

 Asymmetric information is the notion that the agent possesses more information than the principal. 
16

 Empire building refers to that managers prefer to run large businesses than small ones. Entrenching investment refers to a 
project that is designed to require or reward the skills of existing managers (Brealey, 2008). 
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found that management tends to hang on to losers until the firm as a whole experiences poor perfor-

mance. 

3.3.3 Shareholder pressure 

DePamphilis (2010) argues that by divesting assets, firms decrease their complexity, which results in 

firms becoming more transparent to the market. The argument is that effective corporate governance is 

reduced as firms become more complex. An asset sell-off can therefore be motivated by the desire to 

enhance managerial efficiency and seen as a way to mitigate agency problem (Zhou, Li, & Svejnar, 2011) 

(Berger & Ofek, 1999). Consequently, a shareholder pressure can create a desire to divest to decrease 

firm complexity and hence improve corporate governance.  

3.3.4 Information asymmetries 

At the same time, firms can divest in order to alleviate under-valuation by the external capital markets 

due to information asymmetry. This is referred to as the information or transparency hypothesis 

(Zuckerman, 2000). This situation arises because of asymmetric information. Shareholder/analysts may  

have difficulties in pricing the stock correctly because they simply know less than insiders.  Such informa-

tion problems can be mitigated by selling assets to increase transparency of the firm. In relation to the 

focus hypothesis selling unrelated business units will increase transparency as it is easier to evaluate a 

group of related business units. This supports the notion that signaling problems due to asymmetric in-

formation in its self can be a motive for divesting in an effort to make their stock more easily understood 

for security analysts.  

3.3.5 Change in corporate control 

Research implies that 62% of divesting firms experience at least one major corporate control event be-

fore undertaking a divestment17. This is supported by earlier evidence by Berger & Ofek (1999) who 

found a higher CEO turnover rate in firms undertaking divestitures compared to a non-divesting control 

sample. A reason is that new managers do not account for precedent actions and therefore divest to gain 

from past managers’ mistakes thereby mitigating agency costs. These findings support the argument 

above that managers are reluctant to divest and reduce firm size due to past behavior, empire building, 

and their reputation (Boot, 1992) (Brealey, Myers, & Allen, 2008).  

                                                           
17

 Corporate control events can be e.g. change in ownership by new shareholders, change in board members, activism from 
funds, pressure from debt holder due to financial problems or simply appointment of a new CEO.  
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Changes in corporate governance system can be seen as a driving force behind an asset divestment. The 

reason is that the change in the firm’s corporate control promotes a more value optimizing behavior as a 

new manager is willing to divest an asset which the previous manager might have been reluctant to di-

vest. 

Overall, poor corporate governence mechanisms can lead firms to hold on to poor performing assets too 

long or explain why management simply hesitates to take action (Cho & Cohen, 1997). In this case, im-

proving corporate governance is a motive for divestment itself. Shareholder pressure and information 

asymmetries are examples of corporate governance motives. On the other side divestments can also be 

seen as an important tool to promote good corporate governance as governance influence the decision 

makers to compose the right and efficient decisions. In this case corporate governance is a driving force 

behind a needed asset divestments. A corporate control event is thus an example of a corporate gover-

nance driver. 

3.4 Learning’s from the literature review 

The literature review has shown how firms can be motivated to divest assets. The multiple motivations 

have been presented in categories and discussed individually. However we have experienced that using a 

categorization and isolating single motives sometimes cannot be justified as motives often will be a 

combination of a number of factors. E.g. a firm divests due to capital constrains, which is a result of long 

term poor financial performance arising due to inconsistencies in the execution of the core strategy. 

Hence, the motives behind the decision to divest are hence not mutually exclusive and it must be con-

cluded that divestitures often have several motives.  Figure 2 (panel A) seeks to illustrate this point by 

showing the interdependence between the three categorizes.  

We also found that an efficient firm in general will be a firm that are able to keep a strategic fit between 

the firms resources, capabilities and the external surroundings. We also learned that divestments can be 

either proactive or reactive and the motivations for these are often different. Further we found that 

firms divesting of financial motives is characterized as poor performers and/or highly levered. 

Further, we found that two scenarios are present if a firm should be motivated to divest of financial rea-

sons. Either a firm simply must neglect to react to changes presumably because the change is not consi-

dered vital, or the environmental change is so sudden that a firm do not have any respond time to cor-

rect potential inefficiencies.  
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We have summarized this in panel B in figure 2 demonstrating the causal relationship between motives 

and drivers and the overall causality between efficiency, corporate governance, financial motives and 

strategic motives.  

 

 

 

Panel B: Causal relationships between motives and drivers of divestitures   

 

Authors’ own creation 

Figure 2 Interdependence and causal relationship of motives and drives 

Source: Author’s own creation 

Panel A: Interdependence between motives 
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3.5 Sub conclusion – literature review 

We have explored the notion of how and why financial, strategic and corporate governance issues relate 

to firm’s decision to divest assets. Overall we find support for the notion that the main motive for divest-

ing is to react on or correct factors which make the firm inefficient.  

From a strategic perspective firms in general divest to achieve or maintain a sustainable competitive 

advantage. Internal strategic motives are primary found to be a matter of strategic fit, embedded in in-

ternal resource and capabilities. External strategic motives are found to be related to the external condi-

tions under which the firms operate. The criteria for a motive to be categorized as strategic are therefore 

that the divestiture is a consequence of changes creating a need for correction of the firm’s strategy. 

Financial motives can be summarized to concern utilization of funds and managing leverage, liquidity and 

working capital. Moreover the cost of financial distress is found to influence the decision to divest.  

Hence poor performance, capital constraints or sub-optimal capital structures are a consequence of inef-

ficient management or external changes making it impossible to uphold a solid financial position.  

Finally, the literature review has illustrated how poor corporate governance can reduce managers’ incen-

tive to make the most effective decisions in favor of their shareholders. A firm with an effective corpo-

rate governance structure will more likely respond to needs for strategic and financial changes. Changes 

in the firm’s corporate governance can therefore be seen as a driver behind efficient divestment deci-

sions and hence the decision to divest. Also divestments can lead to improved corporate governance and 

information signals to the market. In this case corporate governance is a motive for divestment it-self. 

Table 2 summarizes the conclusion. The model will also be the fundament in the next chapter’s case 

studies, as it allows us to take a structured approach towards analyzing divestitures. It thereby allow us 

to gain a deeper understanding of the underlining motives and the relation to value creation behind as-

set sell-off. 
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Table 2 Overview of theoretical Motivations to divest 

Motivation to divest Underlying theory Implications  Related studies 

Strategic motives       

Strategic fit 
The Resource Based 
view  Sustainable competitive advantage Grant  (2006); Barney (1991)  

Focus hypothesis 
Transaction cost 
theory 

Divesting unit outside the core of the 
business, lack of synergy effects. 

Kaplan & Weisbach (1992); Berger & Ofek 
(1999); Haynes, Thompson, & Wright (2002) 

Industry attractiveness 
General business 
theory Decreased growth prospects in the market. 

Ilmakunnas & Topi (1999); Sembenelli & 
Vannoni (2003) 

Intensity of the competition 
and market consolidation 

General business 
theory Increased competition. Porter M. (1987); Agarwal & Gort (1996) 

Macro economic factors 
General business 
theory The state of the market. 

Ilmakunnas & Topi (1999); Duhaime & Grant 
(1984)  

Tecnology changes 
General business 
theory 

Technology changes shortens product life 
cycles. 

Jovanovic & MacDonald (1994); Jensen 
(1993) 

Political regulations 
General business 
theory 

Changes in tax regulations, competitive 
laws, politics etc. 

Shleifer & Vishny (1989) , Hoskisson & Hitt 
(1990)  

        

Financial motives       
Poor operating perfor-
mance in the entire firm 

General business 
theory Declining revenue and margins. 

Hillier et al (2009); Chen & Guo (2005); Lang, 
Poulsen, & Stulz (1995) 

Poor operating perfor-
mance in the divested unit 

General business 
theory Declining revenue and margins. 

Hillier et al (2009); Chen & Guo (2005); Lang, 
Poulsen, & Stulz (1995) 

Liquidity problems 
General business 
theory Decreasing working capital or cash flows  

Hillier et al (2009); Chen & Guo (2005); Lang, 
Poulsen, & Stulz (1995) 

Capital structure 

Trade-off theory, 
capital structure 
theory 

Extensive leverage can increase the cost of 
financial distress. 

Lang, Poulsen, & Stulz (1995); Chen & Guo 
(2005): Miller and Modigliani (1963 

Capital constraints 

Pecking order 
theory, agency 
theory 

The financing hypothesis: The cheapest 
way of financing new projects. Lang, Poulsen, & Stulz (1995); Shin (2008)  

        

Corporate governance 
related motives       

Agency problems 
Principal-agent 
theory 

Empire building and entrenching invest-
ments. Cho & Cohen (1997 );  Dranikoff et al. (2002)  

Corporate control event 
Principal-agent 
theory 

Changes in ownership structure, board 
composition or CEO. Berger & Ofek (1999); Boot (1992) 

Shareholder pressure 
Principal-agent 
theory Improving managerial effeciency 

Zhou, Li, & Svejnar (2011); Berger & Ofek 
(1999) 

Information hypothesis 
Principal-agent 
theory 

Information asymmetry between share-
holders and the firm triggers undervalua-
tion. Zuckerman (2000) 
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4. Case study  

This chapter contributes to the overall research question exploring the underlying motives behind 

divestiture, through the use of case studies. Further a preliminary discussion of value creation relat-

ing to divest is made. The case study methodology developed by Robert K. Yin (2009) will be applied. 

Yin (2009) states that when conducting a case study it is necessary to construct a research design. A 

research design is defined as “…the logical sequence that connects the empirical data to a study’s 

initial research question and ultimately to its conclusions” (Yin, 2009, page 26). Developing the re-

search design for case studies is a challenging task as no universal guidelines are available18. The fol-

lowing section presents the research design. 

4.1 Research design 

The unit of analysis is defined as; the divestiture event.  The surroundings are everything that directly 

and indirectly has an effect on the decision to divest. A complete research design requires the devel-

opment of a theoretical framework (Yin, 2009). The following section therefore introduces the theo-

retical framework that is used to link the data to the research question. 

4.1.1 Theoretical framework 

The theoretical framework is based on the motives discussed in chapter 3 and summarized in table 2. 

However chapter 3 only discusses theoretical reasoning’s supported by empirical evidence often 

based on quantitative analysis and does not discuss the motives in a practical context. Hence we seek 

to develop a framework which is a practical approach towards identifying the theorized motives.  

The overall framework was established prior to conduction of the analysis. However, to ensure that 

the framework produce a robust result the approach was modified during the analysis process as 

new knowledge continuously came to our attention  (Yin, 2009).  

The structure of the framework will be similar to the categorization used in chapter 3. Hence strateg-

ic, financial and corporate governance related motives will be discussed. 

4.1.1.1 Strategic motives 

The five external factors; “Macroeconomic changes”, “technological changes”, “political regulations”  

“Industry attractiveness” and “Intensity of the competition and market consolidation” was identified 

as affecting the company’s efficiency and change in strategic fit. Therefore we will conduct an analy-

                                                           

18
Yin however claim that the research design includes four steps; 1) a study question and its proposition, 2) the unit of 

analysis, 3) the logic linking the data to the proposition and 4) the criteria for interpreting the findings (Yin, 2009). 
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sis of each of the above mentioned factors. The first three factors will be assessed through PEST 

analysis. Porters Five-forces is found useful (Porter, 2008) to identify the market conditions under 

which firms operate, hence covers the last two factors. Porter’s model is used because it offers a 

solid approach to analyze changes in the market and assessing the attractiveness of the market. The 

disadvantage of using the model is its static nature. It is however believed that by exploring how the 

factors change and using the model selectively it is a valid tool to create an overall picture of the 

state of the industry. Moreover, to identify changes in strategic fit and whether the companies seems 

motivated to divest through a wish to refocus, it is found relevant to analyze the company’s core 

competences. We take an inside-out perspective on this analysis as we aim to understand whether 

the company has a sustainable competitive advantage.  

As a practical approach exploring whether firms’ core competences are sustainable, we will use Bar-

ney’s (1991) notion of “strategic assets”. The model suggest that a company’s core resources and 

capabilities; hence “strategic assets” are analyzed through how 1) valuable 2) rare 3) Non-

immitigable 4) non-substitutable, the strategic assets are. In relation, the strategic analysis will fur-

ther explore the levels of synergies between the business segments. 

4.1.1.2 Financial motives 

Financial motives will primarily be analyzed via ratio and trend analyses based on data from the fi-

nancial statements. The first step is to prepare the financial statements for analysis. Restating the 

income statement and balance sheet is therefore essential to understand operating and non-

operating activities (Subramanyam & Wild, 2009).  To address different aspects of financial condi-

tions the analysis will hereafter be divided into three main categories: performance analysis, liquidity 

analysis and solvency analysis.  

To assess whether poor operating performance have been a motive for divestment a profitability 

analysis of both the company as a whole and for each division/segment is found essential. Especially 

EBITDA and profit margins will be scrutinized. EBITDA is relevant as it is an indicator of the perfor-

mance of the company’s operating activities. Also profit margin is relevant for investors. The perfor-

mance analysis is combined with a peer analysis to verify whether the company is doing significantly 

better or worse than its competitors19. Moreover the performance analysis will comment on return 

on (common) equity (ROE) and return on assets (ROA). ROE20 illustrates shareholders return and thus 

                                                           
19

 It is acknowledge that it can be difficult to find peers that reflect the company’s full product mix, risk and cash flow, how-
ever it is believed a peer analysis will create valuable knowledge of the company’s financial performance. When comparing 
with peers figures before tax will be used, as peers likely are international and consequently have different tax rates that 
would bias the analysis. 
20

 ROE = profit margin* Asset turnover* Leverage (Subramanyam & Wild, 2009) 
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an indication of the development in the value of the stock. ROA measures the company’s ability to 

utilize its assets. Consequently the measure indicates how well management has invested re-

sources21. 

As capital constraints and operating performance is closely linked to the firms’ liquidity level, we will 

include a liquidity analysis. The liquidity analysis aims to explore whether insufficient cash flows and 

working capital requirements have been a motive behind the decision to divest. The liquidity analysis 

focuses at the company’s ability to meet short term obligations and thereby the firms possibilities to 

act and invest in the short run. Both the balance sheet and the cash flow statement are found rele-

vant to analyze. The cash flow statement makes it possible to analyze the company’s ability to meet 

obligations, increase capacity and raise financing. Further, it helps asses the quality of earnings.  

To explore whether financial distress have been a motive, we will conduct a solvency analysis. Addi-

tionally the solvency analysis will help determine whether the company faces capital constraints or 

have difficulties in accessing capital. Debt ratios22 will be the primary measure in the analysis. Since 

debt ratio’s differs according to the industry a peer average is included as a benchmark. Finally an 

analysis of the firms’ asset composition is found relevant as we thereby access the risk exposure of a 

company’s capital structure. An analysis of asset composition is included as an acquisition or divest-

ment presumably changes a firm’s asset composition and consequently its risk and optimal capital 

structure. This is relevant because the companies under investigation have both been active in the 

M&A market.  

4.1.1.3 Corporate Governance related motives 

To identify whether a corporate control event has influenced the decision to divest we will analyze 

the board composition, ownership structure and changes in management. This gives an indication of 

whether agency problems have been present prior to divestment. However it is acknowledged that it 

is a practical challenge to identify agency problems and asymmetric information. Though by compar-

ing corporate governance mechanisms over time and combining this with the knowledge achieved 

about the strategic and financial conditions it should be possible to detect indications of inefficient 

corporate governance mechanisms.  

To address whether shareholder pressure is a motive for divestment we will explore how sharehold-

ers influence the company, and shareholders’ interests. We will compare earnings multiples to peers 

before the divestment, to determine whether the company is valued higher or lower than similar 

                                                           
21

 A more general measure would have been return on invested capital (ROIC); however it is believed that this ratio would 
not significantly differ in its conclusion from the combination of profit margin, ROE and ROA. As a result it is decided to 
exclude this measure. 
22

 Debt ratios are amongst others total debt/Total equity and interest bearing debt/EBITDA 
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firms,  to indicate whether the stock is undervalued. Finally we will explore if a change in corporate 

governance can be viewed as a driver behind the decision. 

4.1.1.4 Value creation 

In general we find three conceptual approaches useful of identifying value creation in a practical 

context; 1) development in stock prices 2) analyzing financial statements and 3) analyzing of mul-

tiples. Additionally the uses of proceeds can to some extend indicate where and how potential value 

is created. We chose only to analyze financial statements, multiples, and the use of proceed in this 

chapter, as chapter 5 will explore value creation through analysis of stock prices. Each case study will 

hence also be discussed in chapter 5. 

When analyzing value creation through financial statements, we will extend the ex ante financial 

analysis discussed in section 4.1.1.3. The aim is to explore, whether the divestment lead to both long 

and short term improvements in the company’s financials. The disadvantage of using financial state-

ments is that general market conditions and other firm specific activities affect firms’ financials. 

Hence it is difficult to determine which wealth effect that is attributable to the divestment.  Also the 

divestment it-self can change the asset composition which changes the risk profile and therefore also 

target debt ratios etc. However by combining this method with analyzing the use of proceeds and 

multiples makes general conclusions possible. 

The idea of using multiples is to evaluate whether the stock is trading at a higher multiple post di-

vestment compared to prior. The multiple is compared to a peer group to eliminate market trends. 

Note, the purpose is to analyze the trend and the level of the multiple thus to determine whether 

there is an indication of value creation. The aim is not to discuss shortcomings and adjustments to 

each ratio, thought it is acknowledged that these exist. The use for multiples is limited by firm specif-

ic factors why it is necessary to use different approaches for the two case studies. The applicability of 

the multiple will be discussed when applied, as for example P/E ratio only makes sense if the compa-

ny has positive net income. 

The use of proceeds is a good indicator of how and if value is generated since the use reveals wheth-

er proceeds are; reinvested to generate future cash flows, retained as earnings, paid out as dividends 

or to creditors  (Lang, Poulsen, & Stulz, 1995). It relates to the notion of NPV and indicates if the firm 

has higher NPV projects at hand that presumable can create long term value for shareholder. If pro-

ceed is paid out as dividend, it can be seen as a signal that the firm do not have a better project at 

hand and thus makes it possible for shareholders to invest the paid out dividends in other securities. 

From a shareholder perspective it is value creating. However using proceeds to pay back debt bring 

another perspective to the notion. Decreasing debt is only value creating if the firms’ capital struc-
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ture is not considered to be optimal, according to the trade-off theory. Using proceeds to pay back 

debt must consequently be interpreted with caution as the expected value generated is not directly 

related to the firms’ activities. 

4.1.1.5 Final framework 

The final framework is summarized in the table below. As the framework is based on the theory ex-

plored in chapter 3 the table is constructed in line with table 2 from chapter 3.  

Table 3 Framework 

 

Source: Author’s own creation 

4.1.2 Choosing the cases 

Two cases have been strategically selected as Yin (2009) emphasize that a critique of single case stu-

dies is that they create a possibility of detecting unique cases. Both cases are within a Danish context. 

The cases are Danisco A/S divestment of its Sugar division in 2008 and Dantherm A/S sell-off of the 

filtration division in 2010. The cases were chosen based on a broad public news search which indi-

cated that the two cases have different situations surrounding the sell-off event. Choosing two con-

trasting cases has the benefit that it increases the possibility of testing a broader range of theorized 

motives and how they interact. Further basing the conclusions on two different cases gives a more 

powerful result (Yin, 2009). 

Motivation to divest Unit of analysis Method of analysis
Strategic motives

Strategic fit Sustainable competitive advantage
Core competences, synergy effects, 

external strategic changes.

Focus hypothesis
Divesting unit outside the core of the business, lack of 

synergy effects.

Identifying core competences, 

synergies

Industry attractiveness Decreased growth prospects in the market. Porters five forces

Intensity of the competition and market 

consolidation.
Increased competition. Porters five forces

Macro economic factors The state of the market. PEST analysis

Technology changes Technology changes shortens product life cycles. PEST analysis

Political regulations
Changes in tax regulations, competitive laws, politics 

etc.
PEST analysis

Financial motives

Poor operating performance in the entire firm Declining revenue and margins. Performance analysis.

Poor operating performance in the divested 

unit
Declining revenue and margins. Performance analysis.

Liquidity problems Decreasing working capital or cash flows. Liquidity analysis.

Capital structure
Extensive leverage can increase the cost of financial 

distress.
Solvency analysis.

Capital constraints
The financing hypothesis: The cheapest way of 

financing new projects.
Solvency and liquidity analysis.

Corporate governance related motives

Agency problems Empire building and entrenching investments.
Boards, ownership, changes in 

governance mechanisms.

Corporate control event Changes in ownership structure, boards or CEO. Gorporate governance analysis.

Shareholder pressure Improving managerial effeciency. Gorporate governance analysis.

Information hypothesis
Information asymmetry between shareholders and the 

firm offsets undervaluation.
Gorporate governance analysis.

Value cration
Value creation Financial statements, multiples and use of proceeds. Financial statements analysis.
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4.2 Case 1: Danisco  

On the 14th of July 2008 Danisco A/S (Danisco) announced the sale of the sugar division (Sugar) to 

German Nordzucker AG. The deal was finally closed on February 27th 2009 with a total price of DKK 

6.2 billion. The divestment was made as an asset sell-off where German Nordzucker AG took over 

100% control of Sugar and absorbed the division into its organizational structure (Danisco, Annual 

Report, 2008/09) (Danisco, Annual Report, 2007/08). 

A short description of Danisco’s history is given in appendix 1.  

4.2.1 Evolution and Vision 

Comparing the vision statement in Danisco’s annual reports illustrate the change towards a more 

focused strategy from 2005/06 to 2007/08. In 2005/06 the vision were defined as: “Danisco wants to 

be the leading supplier of value-adding ingredients to industry globally” (Danisco, Annual Report, 

2005/06, p. 2).  

Where Danisco’s vision in 2007/08 was: “To be the first choice provider of bio-based ingredients to 

industry globally” (Danisco, Annual Report, 2007/08, p. 2). 

Flavor23 and Sugar have historically been the core business in Danisco, but the 2007/08 management 

review clearly stated that Sugar was no longer a part for the company’s strategy going forward. This 

indicates that the decision to divest Sugar was made already in 2007. 

The divestment of Sugar is characterized as a product sell-off. In the years before the divestment of 

Sugar, Danisco’s was very active in the M&A market which lead to a reduction in the number of seg-

ments. The firm whent from eight segments in 2001 to the four segments: Genencor (enzymes), Cul-

tures (cultor), Texturants & Sweeteners (emulsifier and sweetener) and Sugar in 2007. In 2007 Danis-

cos organization therefore only consisted of the two divisions: Sugar and Ingredients. The first three 

segments was a part of division Ingredient.  A further description of Danisco’s segments and divisions 

is found in appendix 1.  

4.2.2 Strategic analysis 

The purpose of this section is to determine whether Danisco’s decision to divest Sugar was motivated 

by strategic factors.  

                                                           
23

 The flavor division was divested in 2007. The divestment was a result of the changed strategy and a possibility to divest 
the segment to their strategic partner Firmenich International SA at a good price. 
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4.2.2.1 External strategic factors 

The following analysis will only focus on circumstances that are considered the most relevant and 

critical external factors.  

The industry in which Sugar operates is defined as: The north European sugar industry with produc-

tion and sale to B2B and B2C. Overall the main competitive parameters for the market for Sugar are 

characterized as the price,  (Danisco, Annual Report, 2006/07). Therefore key success factors when 

competing in the industry is considered to be obtaining economics of scale through efficient produc-

tion processes. The external and industry analysis will be based on these definitions. The textboxes 

summarizes external changes that have influenced Danisco’s Sugar. 

4.2.2.1.1 Macroeconomic factors 

The demand for sugar is characterized as non cyc-

lical and is therefore less affected by the general 

economic trends in the economy. However produc-

tion costs are still affected by changes in the ma-

croeconomic factors. Therefore Danisco and the sugar industry in general in 2006 and 2007 were 

affected by increasing energy costs (oil prices). Further the price on the key raw material; sugar beets 

nearly doubled in 2007/2008. A reason for this is that increasing competition and consumer’s price 

elasticity made it difficult for Danisco to adjust the price accordingly to changes in energy and com-

modity prices (Danisco, Annual Report, 2006/07)  (Danisco, Annual Report, 2007/08). In general ma-

croeconomic changes are not considered to have been the most influential factor in Danisco’s deci-

sion to divest. 

4.2.2.1.2 Political factors  

In 2006 EU implemented an extensive reform of 

the EU’s subsidy scheme for sugar with the pur-

pose of making the European sugar sector more 

market oriented and competitive. The reform involved: significant downsizing of sugar production, 

lowering the regulated price on sugar by 36% , and improving developing countries access to the 

European market for sugar (Europaudvalg, 2007) (The World Bank, 2008). 

Before the reform was implemented the price for sugar on the European market was three times as 

high as the world market price, therefore the reform would significantly affect Daniscos profitability 

as sugar prices was reduced. Further, the public focus on health and nutrition increased, and politi-

cians willingly supported this trend by promoting healthier consumer products e.g. by lowering sales 

Macroeconomic changes 

 Increasing energy prices  

 Increasing freight rates 

 Increasing and volatile raw material price  

 

Political changes 
 Reform of EU’s Sugar subsidiary scheme in 2006 

 Increased focus on health and nutritional 
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tax on fruit and vegetables. This trend in consumer preferences increased the demand for healthy, 

nutritious food and the regulations. Overall political and social factors indicate future declining reve-

nue for the European sugar producers (Danisco, Vision & Values, 2011) (The World Bank, 2008) (Da-

nisco, Annual Report, 2006/07).  

Overall these facts but together indicate that political and social factors can be seen as a strong mo-

tivator to divest. 

We also find that Danisco chose to sell sugar quotas and as figure 3 shows; Sugars share of Danisco’s 

total revenue dropped from 2005/2006 and 2006/2007. In the same period the two segments in 

Ingredients, Bio ingredients and Texturant and Sweetners, experienced a slightly increase in revenue.  

Further an effect observed was an increased consolidation within the industry, putting the least effi-

cient competitors in the industry under pressure. We however need to conduct further analysis to 

explore whether increased consolidation only relates to the changed political focus.  

4.2.2.1.3 Technological factors 

The extraction rate had increased by 5-10% pr. sugar beet 

over the last ten years – This illustrates the technological 

advancement in the sugar industry and the need for firms 

to continuously improve the efficiency of the production. It 

is believed that Danisco was capable at following this 

technological development. Further technological changes also continuously improved the sweeten-

er products, which in some products are directly substitutable to sugar. It is however not believed 

that technological innovation influence the length of sugars product life cycle as sugar will always be 

an important product. 

Overall, it is believed that technological changes did not influence the Sugar division markedly. In-

stead technology improvements offered opportunities for exploiting synergies between Danisco’s 

divisions since bio-ethanol which also originates from sugar beets. Therefore the degree of technolo-

Technological changes 
 Development of Sweeteners as a 

substitute product 

 Development of more efficient 
production technology 

Figure 3 Revenue illustrated on Danisco’s product segments 
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gical changes does not seem to have been the direct motive behind the divestiture  (Danisco, Annual 

Report, 2006/07). 

4.2.2.1.4 Industry attractiveness 

Barriers to entry: Start up costs in the sugar industry is relative high due to required investments in 

production facilities, and cost of buying up sugar quotas. Further as the majority of sales were to 

industrial businesses, contracts were often long-term. Overall the sugar industry was therefore cha-

racterized as having high entry barriers, bringing the threat of new entries down. However the EU-

reform reduced the potential revenues of existing companies on the European market and signifi-

cantly lowered the barriers to entry towards EU markets (Danisco, Annual Report, 2006/07). 

Substituting products: Increasing innovation of new sweetening products, which can replace the use 

of sugar in industrial produced food, further put pressure on the sugar industry. Overall the threat 

from substituting products seemed too have changed from low to medium (Danisco, Annual Report, 

2006/07). 

Buyer power: The European B2C sugar market is geographically divided, which makes competition 

centered on the close geographic areas from production sights24. This geographic oligopolistic indus-

try characteristic makes it difficult for buyers to change supplier, which must be seen as an advan-

tage for Danisco. However, as most of Danisco’s customers were industrial companies (80 %), the low 

buyer power in B2C will not significantly affect Danisco. The B2B sale was however less geographical-

ly restricted as refined sugar is more expensive, making it more profitable to transport, meaning that 

the buyer power within B2B is higher. Further as Danisco’s ten largest customers only contributed 

with 29 % of the total revenue, the company must be characterized as less depended of the individu-

al buyer. Overall the buyer power is considered to have been medium (Danisco, Annual Report, 

2006/07). 

Supplier power: Within Sugar, the suppliers are primarily the producers of sugar beets. Due to high 

cost of transportation the suppliers deliver to nearby productions plants, which increases the pro-

ducers bargain power considerably. The EU reform creating a need for lowering the prices however 

made it less attractive for farmers to produce sugar beets. This created a threat as farmers could 

convert fields to more profitable products. However, this threat is considered to have been limited 

by the cost of converting a field and the increased volatility in the market price for other farming 

products. Therefore the bargain power is considered to have been medium. 

                                                           

24
 E.g. in 2006 the market leader on the British market was British Sugar, in the central European market the two German 

producers: Nordzucker and Südzucker was the market leaders, and in the Scandinavia Danisco was the market leader 
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Rivalry: Around 5-8 producers dominated the North European sugar industry in 2007. However, the 

EU-regulations increased the need for achieving economics of scale which again motivated the firms 

within the industry to consolidate in order to compete efficiently. The rivalry within the industry is 

therefore characterized to have been low before the sugar reform was implemented but me-

dium/high after the reform was implemented.  (Danisco, Annual Report, 2006/07). 

Figure 4 Sum up of the conclusions from the industry analysis 

 
Source: Author's own creation. 

Figure 4 Sums up the conclusions drawn from the industry analysis. Based on the industry analysis, 

we overall find the competitive condition in the sugar industry changed in the years prior to the di-

vestment of Sugar. Before the EU regulations were implemented the industry was characterized as 

relative attractive. In 2006, after the reform was implemented, rivalry within the industry intensified, 

amongst other factors because the barriers to entry was reduced increasing the threat from global 

competitors. Further the market analysis identified an increasing trend towards healthier products. 

This reduced the attractiveness of the sugar industry, but on the other hand also increased the at-

tractiveness for the Ingredients segment. Altogether it is found that the attractiveness of the sugar 

industry declined over time period before Danisco divested Sugar. Therefore we find that the 

changed competitive conditions have been a driver behind the divestment of Sugar. 

The changes in the external environ-

ment will have an effect on the 

growth prospects in the industry. To 

support the above conclusion, that 

changed competitive conditions are 

the motive behind the divestment, it 

is relevant to explore the growth rates 

of Sugar. 

Figure 5 shows the growth rates from 

Sugar and Ingredients as reported in Danisco’s annual reports. The growth rate is combined by or-

ganic growth and acquisitive growth. It is clear that Sugar has had negative growth the last three 
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Buyer Power
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change

Supplier power
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Source: Danisco annual report 2005-2008
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years prior to the divestment. It is argued that Sugars negative growth can be seen as a consequence 

of 1) the strategic environment 2) Danisco’s sale of sugar quotas (Danisco, Annual Report, 2007/08). 

 Danisco state that the reason for the positive development in Ingredients are 1) higher sales on geo-

graphic markets in Latin America and Asia due to higher demands for dairy products 2) the very 

strong positive growth within the enzymes products; bio-ethanol and animal feed (Danisco, Annual 

Report 2006/2007).  

Combining this knowledge with the strategic analysis it is clear that growth prospects are much high-

er in Ingredients than in Sugar, and that Ingredients was the primary growth driver for Danisco at the 

time (2007).  

4.2.2.2 Core competences 

The prior section described factors which Danisco has no or limited influence on. This section will 

explore factors which are consequences of Danisco’s past decisions and factors which can be influ-

enced. The purpose is to identify whether Danisco’s strategy is coherent with the resources and ca-

pabilities the firm posses and thereby be able to determine whether a strategic misfit was a motive 

for the divestment. The analysis is based on RBV theory. Danisco’s most relevant resources and ca-

pabilities from both divisions are summed in panel A in table 4. 

Table 4 Analysis of Danisco’s internal resources and capabilities 

Panel A: Danisco’s main resources and capabilities 

Tangible resources Intangible resources Human recourses 
- Global and technological advanced 

production facilities, logistical re-

sources, sales and distribution. 

 

- Long term strategic alliances with 

customers and competitors 

- Large established costumer portfo-

lio. 

- Large patent portfolio 

- Innovation and knowhow  

- Broad technological platform 

- Employees long term experience 

within the ingredients and sugar 

industries 

 

Sources: (Danisco, Annual Report, 2006/07) 
Panel B: Danisco - Strategic assets 

 

In Ingredients the primary competences in 2007 is considered to have been within research, devel-

opment and innovation. In 2006/07 and 2007/08 Danisco spend around 4% to 5 % of its total reve-

nue on research and development (R&D). All R&D expenses were attributable to Ingredients. 

“strategic assets”

Past Present Past Present

1) valuable X X X

2) rare X x X

3) non-immitigable X X

4) non-substitutable X X x x

Source: Author's own creation based on Barney (1991)

IngredientsSugar
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Furthermore, Danisco’s patent portfolio contained 7.760 patents at the end of 2006 where only 3% 

of the patents were related to Sugar. The patent portfolio has since 2002 increased more than 300%, 

indicating that R&D is essential for exploring growth opportunities. This illustrates that the core 

competences in Ingredients had developed to be R&D. Additionally Danisco had highly qualified em-

ployees and a strong technological platforms, which also improved knowledge sharing.  

In Sugar, the primary competences is identified to have been Danisco’s efficient production process, 

which they had developed through both investments in facilities and knowledge from being a part of 

the sugar industry for decades (Danisco, Annual Report, 2006/07) (Danisco, Annual Report, 2007/08).  

Even though the core competence within Sugar is identified to have been its efficient production, it 

was challenging for Danisco to uphold profitability. It can therefore be argued that some of Danisco’s 

competitors within Sugar utilized economies of scale better than Danisco through buying quotas 

instead of selling. Based on these arguments we find it difficult to believe that the core competences 

in Sugar gave Danisco a sustainable competitive advantage compared to other firms in the industry. 

On the other side, as the primary competitive parameter in the ingredient industry was the capability 

to develop and invent new and better products we find that Danisco’s core competences in Ingre-

dients do match these industry characteristics. As a result it is believed that R&D can be considered a 

sustainable competence in the industry. 

Panel B in Table 4 summarizes the conclusion. Based on these circumstances Danisco’s core compe-

tences still seemed to be valuable. However Sugars competences no longer seem to be rare or non-

immitigable. This analysis shows that over time Danisco has changed the core focus from production 

towards a focus on research and development. The result is a change in Danisco’s core competences 

that positioned Sugar out of core business. 

4.2.2.3 Synergies between Sugar and Ingredients 

By exploring the similarities, resources and capabilities we found few synergies between Ingredients 

and Sugar prior to the divestment of Sugar. Only sales channels and shared customers seem to 

posses potential synergies as both divisions had a local presence. No important synergies were found 

in input factors and innovation platforms since Sugar focused on production and Ingredients on inno-

vation and manufacturing of bio based products. Further we found limited synergies in the technolo-

gical production platforms however we found that both divisions benefitted from years of knowledge 

developed in Danisco. 

The inter-sales between the two divisions and the official industry classification can also be seen as 

an indication of level of relatedness and synergies between the two divisions. Sugar and Ingredients 
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Intra-group sales in 2006/07 and 2007/08 counted for approx. 1,4 % of total revenue. This indicates 

that the two divisions exploit resources and capabilities from each other, though it is limited.  

Overall the strategic relatedness between Sugar and Ingredients is considered to have been at a rela-

tive low or medium level. The two divisions’ relatedness was primarily within knowledge sharing 

regarding the production facilities and processes. Due to the limited number of strategic related re-

sources the diversification did not seem to create substantial high value for the corporation prior to 

the divestment of Sugar. Based on these conclusions the decision to divest Sugar seems motivated by 

a declining strategic fit. 

4.2.1.4 Summing up strategic motives 

The following table 5 sums up and illustrates the overall conclusion about the impact of the above 

discussed factors on Danisco’s motivation to divest Sugar. The ratings are estimated based on the 

above analysis. The table rates the effect on a scale: low, medium and high. 

4.2.3 Financial analysis 

The aim of the financial analysis is to identify Danisco’s financial strengths and weaknesses and the-

reby explore whether Danisco had financial motives when divesting Sugar.  

Danisco’s fiscal year is running from May 1st. to April 30st. The announcement of the divestiture (July 

14st 2008) therefore was in the beginning of the fiscal year 2008/09. The deal was completed within 

the same fiscal year and is thus reported as discontinued operations in the financial reports for 

2008/09. The financial statements are reformulated from 2003-2010 to ensure a comprehensive 

analysis. See appendix 2 for restated annual accounts.  

 

 

Table 5 Danisco – Strategic motives 

Motivation to divest

Strategic motives

Strategic fit High 4
Focus hypothesis Medium 3
Industry attractiveness Medium 3
Intensity of the competition and market consolidation High 4
Macro economic factors Low 1
Tecnology changes Medium 2
Political regulations High 4
Author's own creation

Influence on the decision 

to divest
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4.2.3.1 Performance analysis 

Figure 6 shows the development in revenue and EBITDA from both Sugar and Danisco as a whole. 

EBITDA margin for Sugar dropped below company average in 2006, the same year as the new EU 

regulations were implemented.  As already discussed Danisco sold Sugar quotas for more than 700 

MDKK between 2005 and 2008. The sales proceed from these quotas are included in EBITDA25. How-

ever as figure 6 illustrates, selling quotas was not enough to maintain previous year’s margins, indi-

cating that Danisco’s costs were not declining as fast as sugar prices. However in total, Danisco ma-

naged to maintain a stable EBITDA margin. 

 

From 2006 to 2008 EBIT26- and profit margin was slightly increasing, indicating that Danisco had no 

operational problems prior to the divestment. The reformulated income statement (appendix 2A) 

also illustrates how the primary operational margins have been very stable over time at around 20 %. 

Moreover the financial statements and notes show that the decline in EBIT margin from 2008 to 

2009 was a result of depreciation of tangible assets and write downs of goodwill related to the di-

vestment of Sugar. In total Danisco reported 1.060 MDKK of write downs in goodwill in 2008 and 

2009 (Danisco, Annual Report 2009/2010). This is believed to be a direct result of the sale of quotas 

and hence the divestment. 

The years around the divestment, operating result after tax was mostly affected by non-recurrent 

operating items and special items. It is important to note that the declining result in the fiscal year 

                                                           
25

 EBITDA is calculated including special Items subtracting depreciations and write downs like in the restated income state-
ment (appendix 3). 
26

 EBIT is calculated as in the reformulated income statement 

Figure 6: Danisco - Performance 
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2008/09 (the year of divestment) can be attributable to activities regarding Sugar that is classified as 

non-recurrent. From an investors’ point of view the result is therefore acceptable since permanent 

income is most important when analyzing future cash flows (Subramanyam & Wild, 2009).  

Overall, in the years prior to the divestment of Sugar (2003-2007) we find no evidence of poor oper-

ating performance in the business as a whole. However we do see declining margins and revenue in 

the Sugar division. 

4.2.3.2 Peer analysis  

Danisco’s peers are chosen based on Danisco’s own competitor analysis (Danisco, Annual Report 

2007/2008) and our own assessment. For peers financial ratios see appendix 3. Competitors within 

the enzymes business is Chr. Hansen and Novozymes, however it is decided  not to include Chr. Han-

sen in the analysis as the company did not go public before 2010 and data is thus difficult to retrieve. 

As panel A in figure 7 illustrates, Novozymes had significantly higher margins than Danisco.  

NordZucker and British Sugar are only present in the sugar industry. NordZucker performed slightly 

worse than Danisco in 2005 and 2008 and slightly better in 2006 and 2007. However opposite Danis-

co, NordZucker chose to adjust production and buy extra production facilities and quotas in 2006 and 

2007 (NordZucker, 2007). British Sugar experienced a negative profit in 2006, also indicating that the 

business had difficulties adjusting production.  Another competitor Kerry group was very similar to 

Danisco regarding product mix. Comparing profit margins Danisco was performing marginally better 

than Kerry Group.  

In general we observe a pattern where the focused ingredients firms are the most profitable and a 

pattern where sugar producers experience more volatile margins.  

Comparing ROE and ROA between peers indicates that Danisco has performed below average. As 

discussed in the performance analysis it is primarily the effect of write downs on goodwill, deprecia-

tions and costs27 related to the divestment that directly affects these ratios.  

The performance analysis indicates that Danisco performed below peer average. However the analy-

sis also shows that it would be misleading to call Danisco a poor performer since the whole industry 

was under pressure.  

 

                                                           
27

 It is costs relating to closing of production in sugar and costs related to organizational changes 
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Figure 7 Danisco – Peer analysis 

 

4.2.3.3 Liquidity analysis 

Working capital28 and current ratio29 demonstrates Danisco’s ability to meet current liabilities. Having 

a negative working capital or a current ratio below one imply that current assets cannot cover cur-

rent liabilities, which is a weakness. If a firm has a negative working capital for several proceeding 

years the firm will eventually run out of cash and liquidity or at least discover difficulties with making 

quick investments.  

In 2005/06, Danisco had a current ratio below one. However, the reason is the extensive borrowing 

and acquisitions starting in 2003. This year Danisco tripled its short term debt obligations while cur-

rent assets only grew by 1/3. 

The following years were characterized by expansion and acquisitions. Consequently it is argued that 

the current ratio close to one is not very threatening as the decrease was due to an expansion strat-

egy rather than poor operating results. Further the notes in the annual report states that Danisco 

                                                           
28

 Working capital = current assets – current liabilities 

29
 Current ratio = current assets/current liabilities 

Panel A

Source: Danisco's annual reports and Orbis Company Database

Panel B

ROE (before 

tax) 2005 2006 2007 2008 2009 2010

ROA (before 

tax) 2005 2006 2007 2008 2009 2010

Danisco 14% 7% 12% 11% 3% 5% Danisco 5% 3% 5% 5% 2% 3%

NovoZymes 31% 36% 38% 32% 28% 27% NovoZymes 16% 15% 16% 14% 15% 17%

Kerry Group 24% 28% 25% 21% 20% 24% Kerry Group 9% 8% 7% 6% 6% 9%

DSM 12% 13% 11% 16% 8% 13% DSM 7% 7% 6% 16% 4% 7%

NordZucker 24% 21% 24% 14% 9% 2% NordZucker 8% 8% 10% 5% 4% 0%

British Sugar 37% -11% 18% 13% 15% 24% British Sugar 22% -5% 6% 6% 8% 14%

Average 24% 16% 21% 18% 14% 16% Average 11% 6% 8% 9% 6% 8%

Source: Danisco's annual reports and Orbis Company Database
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had access to a significant level of liquidity via bank agreements the years prior to the divestment. 

This serves as an insurance against the low liquidity level from 2005-2008. 

Danisco reported positive free cash flow30 in 2006-2007 at 1.226 MDKK and 1.025 MDKK accordingly. 

The decrease was due to lower operating cash flow (OCF) rather than investing cash flows. The level 

is however interpreted as reasonable. The cash flow ratio31 in table 6 shows that OCF had been ra-

ther low but stable prior to the divestiture of Sugar, which we do not interpret as a warning signal. 

In all, it is argued that Danisco has had low liquidity prior to the divestment. However because of the 

firm’s access to liquidity via bank agreements and the year by year improvements we find that Danis-

co’s liquidity risk significantly decreased. Analyzing Danisco’s cash flows, prior to divestment, show 

good earnings quality and positive free cash flows. It confirms that Danisco was not in liquidity prob-

lems prior to the divestment of Sugar.  

4.2.3.4 Solvency and capital structure analysis 

Figure 8 illustrates how Danisco had decreased its total debt level over time. This was mainly due to a 

decrease in short term debt, but also long term interest bearing debt was reduced by almost half in 

2009 compared to 2007. The reason behind the decrease in debt level can be explained by the 

change in asset composition32. Panel B in figure 8 shows that the level of intangible assets increased 

by 14% (from 34% to 41%) from the year prior to the divestiture of Sugar to the year after. Further 

Inventory decreased by 35% which was a direct result of the divestment of Sugar. The year on year 

decline in inventory also illustrates the long process where Danisco sold sugar quotas and prepared 

for the divestment. 

                                                           
30

 Free cash flow = cash flow from operations + cash flow from investment activities 
31

 Cash Flow ratio = Cash flow from operations / Current liabilities 
32

A company’s asset base determines, to some extent, the sources of financing. Fixed and long term assets, such as proper-
ty, plants and equipment, are typically financed with long term asset backed loans provided by financial institutions. In 
contradiction intangible assets, such as goodwill, patents and licenses are typically financed by the company’s equity as no 
physical collateral can be used as security for debt providers (Subramanyam & Wild, 2009). 

Key Ratios

Danisco 

 05/06  06/07  07/08  08/09  09/10

Working capital -1.267   309       1.197    1.876    2.738    

Current ratio 0,9        1,0        1,1        1,4        1,6        

Quick ratio 0,4        0,5        0,5        0,7        1,0        

Cash flow ratio 0,2        0,2        0,2        0,3        0,6        

Peer average 2006 2007 2008 2009 2010

Current ratio 1,6 1,4 1,5 1,9 2,1

Source: Danisco annual reports 2005-2010 and Orbis Company Database

Table 6 Danisco - liquidity ratios 
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We observe a change towards a higher ratio of intangible assets and a decrease in tangible assets the 

years prior to divestment. In all, the change in asset composition is believed to reflect the fact that 

Danisco had changed focus and hence a changed risk profile. According to the trade-off theory a 

changed risk profile also changes the optimal debt level. Decreasing debt over time and thus adjust-

ing capital structure to the future asset composition after divestment therefore seemed very reason-

able. 

Comparing Danisco’s debt level to peers reveals that Danisco in general had a lower debt to equity 

ratio than its peers. Further, none of the displayed debt ratios for Danisco seems critical hence we 

observe no indications of financial distress. Accordingly Danisco did not face capital structure issues 

prior to the divestiture of Sugar. Also, we do not find evidence that Danisco’s primary motive behind 

the divestiture was to provide cheap financing. Hence we do not find evidence in support of the fi-

nancing hypothesis. 

Figure 8 Danisco – Solvency ratios and asset composition 
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4.2.3.5 Summing up Financial motives 

We conclude that Danisco’s operating performance prior to the divestment was acceptable, though 

operational margins were declining in Sugar. Also we found no indications that liquidity issues should 

be a motive to divest. Danisco’s solvency level is acceptable and the analysis showed that Danisco 

was capable of adjusting to a change in asset composition. Further, we do not find evidence in sup-

port for the financing hypothesis.  

4.2.4 Corporate governance 

Danisco operates under Danish corporate governance law and is further required to fulfill Nasdaq 

OMX regulations. Danisco follow in most cases all “best practice” recommendations33. Only when it 

comes to the selection period for board members Danisco divert from the recommendations by 

electing mandates for a two years period instead of one year. Danisco argue that the diversion is an 

attempt to increase continuity and thereby be able to make better decision (Danisco, Annual Report 

2007/2008). It is believed that this diversion do not weaken Danisco’s ability to uphold an effective 

corporate governance system. 

4.2.4.1 Board 

The management of Danisco is based on the two-tier system, which separates the Executive Board 

and the Board of Directors. In 2006 Tom Knutzen replaced Alf Duch-Pedersen as CEO and chairman 

of the executive board. In 2008, both the board of directors and the executive board consisted of 

well recognized business professionals who had several other board memberships in large listed Da-

nish corporations.   

                                                           
33

 Nasdaq OMX has developed corporate governance policies and practices to help fulfill its responsibility towards share-
holder (OMX, 2010) 

Table 7 Danisco – Financial motives 

Motivation to divest

Financial motives

Poor operating performance in the entire firm Low 1

Poor operating performance in the divested unit Medium 3

Liquidity problems Low 1

Capital structure Low 1

Capital constraints Low 1
Author's own creation

Influence on the decision 

to divest
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Up until the change in CEO in 2006, which is characterized as a corporate control event, all leading 

directors had been employed in Danisco for many years. As a result it is worth noticing that no dives-

titures but only acquisitions were made in the period 1999-2006. It can be speculated weather the 

previous board and management had been empire building, however none of the investments during 

the period were found unsuccessful. Hence, we do not find strong support in favor of empire build-

ing. We do know that a new strategy was implemented after the change of CEO, indicating a need for 

change. As a result that change in CEO can be seen as a driver behind the decision to divest. 

4.2.4.2 Ownerships 

In 2008, Danisco’s ownership structure was characterized by a diverse ownership composition. On 

30th April 2007 only ATP owed more than 5% (11,3%) of the company shares and consequently the 

only major shareholder obligated to publish its amount of shares in Danisco. The rest were split be-

tween institutional, private, International and public investors. The trend in Danisco’s ownership 

structure was a decreasing number of institutional shareholders and an increasing number of inter-

national shareholders. Financial institutions owed 41,5% in 2007 but in 2008 financial institutions 

owed only 27,6% (Danisco, Annual Report 2007/2008). 

Analyzing investor reports and newspaper articles show that Danisco was under a large pressure 

from its shareholders. Some of Danisco’s shareholders did not believe that the new strategy was 

delivering the expected results  (Børsen, 2007). Shareholders expected higher returns even though 

Danisco had not been a poor performer in the Industry. Analyst Jens Thomsen, Jyske Bank, agreed 

and argued that Danisco had long term growth difficulties due to price increases in commodities, a 

weak dollar exchange rate and continuous restructuring processes (Børsen, 2007). This indicates that 

the extensive pressure from shareholders had an important role in the process of the divestment of 

Sugar. Shareholders wanted a growth stock but it seems that Danisco only had been able to deliver a 

value stock paying steady dividend.  

The shareholder pressure seems to have arisen from a considerable stock discount compared to Da-

nisco’s main competitors within enzymes and Ingredients. In 2006-2008 Danisco was traded at 30-40 

% lower P/E ratio than Novozymes (Orbis company database). Hence shareholders argue that split-

ting up the company would increase the value of the business as Danisco’s enzyme business has simi-

lar characteristics as Novozymes. This indicates that Danisco’s divisions were worth more as stand-

alone businesses.  

Further, by separating Danisco’s businesses investors find it easier to assess growth, risk and perfor-

mance expectations, since the business structure becomes less complex and more transparent. The 

argument for price discount arises from the discussion of conglomerate discount explored in section 
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3.1. As a result, this analysis supports the information hypothesis, saying that firms divest due to 

under valuation and transparency issues.  

4.2.4.3 Summing up corporate governance motives 

In summary, a new CEO was appointed and immediately afterwards a new strategy was imple-

mented. Therefore it is believed that the corporate control event has been a driver behind the di-

vestment. It is further believed that both shareholder pressure and difficulties of transparency to 

some extend has been a driver behind the divestment as well. 

4.2.5 Value Creation 

As noted in section 4.1.1.4 there are several methods available when assessing value generation. 

Since no negative income is registered, we found both analyzing the proceeds, financial statements 

and multiples applicable in this case. 

4.2.4.1 Use of proceeds 

Proceeds from Sugar were according to CEO Tom Knutzen used to pay back debt and payout extraor-

dinary dividend. In 2010 Danisco paid out 18 DKK for each share to its shareholders whereas 8,5 DKK 

was classified as extraordinary (Danisco, Annual Report 2009/2010). The previous year’s Danisco in 

comparison paid out 7,5 DKK for each share.  

The extra reduction in debt is believed to be a direct result of the change in asset composition ex-

plored in the previous section. The use of proceed to pay back debt is believed to be long term value 

creating as Danisco adjusted the capital structure in relation to the trade-off theory.  

Paying out extra-ordinary dividend is also believed to have created shareholder value, as investors 

get directly rewarded. However as the payment was considered to be a onetime extra-ordinary divi-

dend the effect is short term. 

Table 8 Danisco – Corporate governance motives 

Motivation to divest

Corporate governance related motives

Agency problems Low 1

Corporate control event Medium 3

Shareholder pressure Medium 2

Information hypothesis Medium 2

Author's own creation

Influence on the decision 

to divest
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4.2.4.2 Analysis of financial statements 

Analyzing the development in various financial indicators illustrated in section 4.2.3 show that Danis-

co has increasing EBITDA margin and revenue post the divestment of Sugar. Further figure 7 illu-

strates marginal increase in ROA and ROE for both Danisco and the industry on average. Also looking 

back at table 6 illustrating various liquidity ratios; In 2009/10 Danisco reported heavy improvements 

in all displayed liquidity ratios. It is interpreted to be a direct result of the divestment. Finally through 

the period 2005-2010 Danisco lowered its debt to equity ratio. Overall this indicates that Danisco’s 

financial position has improved. However it is hard to determine whether this is due to improved 

operations hence competitive strength as a consequence of the divestment of Sugar, or due to im-

proved market conditions in general. Overall, the improved financial position seems to create value 

for Danisco.  

4.2.4.3 Multiple analyses 

The earnings multiple, Price/Earnings ratio34, is used as an indicator of the relative value creation 

post the divestment. The P/E ratio reflects the market’s expectations to a company’s future profit 

relative to its historical ability to generate income (Damodaran, 2002).  A higher P/E ratio relates to 

the fact that shareholders are paying more for each unit of net income. Since we observed share-

holder pressure towards divesting Sugar, it is very interesting to evaluate whether Danisco is trading 

at a higher multiple. 

Figure 9 illustrates the P/E ratio of Danisco and three main competitors. The graph illustrate that 

Novozymes is valued at a much higher level than the three other competitors Danisco, Kerry Group 

and DSM that fluctuate around the same level. However, looking at the trend a diminishing P/E ratio 

from 1st to 2nd quarter in 2008 is observed. Danisco’s P/E ratio has increased from the day of the 

completion of the divestment in the 1 quarter 2009 and the P/E ratio increased relatively more than 

the competing firms until 2 quarter 2010. 

An alternative multiple to P/E ratio is the multiple enterprise value/EBITDA35. Compared to P/E ratio, 

this multiple do not incorporate capital structure which makes it a good supplement to P/E ratio, 

especially for comparing across different companies and countries. Further differences in deprecia-

tions which can affect the operation income do not affect EBITDA, which improves the comparability 

(Damodaran, 2002). Panel B in figure 9 illustrates that Danisco’s EV/EBITDA ratio in general has 

                                                           
34

 PE = Market price per share/Earnings per share 

35
 EV/EBITDA = (Market value of equity + Market value of debt – cash)/ EBITDA 
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shown an increasing trend from around the sell-off announcement date in the 2nd quarter of 2008. 

Though the ratio dropped in the 3rd quarter 2009 Danisco has from 2nd quarter 2008 to 4th quarter 

2010 had the largest increase in EV/EBITDA. Danisco has during the period after the divestment im-

proved its multiple relative to all of the three closest competitors. 

Figure 9 Danisco – Multiple analyses 

 

Overall, both multiples have post the financial crisis reached a higher level than prior the divestment. 

It indicates a long term value creating effect for the shareholders.  

4.2.4.4 Summing up value creation 

Based on the above, we can conclude that Danisco, post divestment, has improved both its financials 

and its multiples, indicating long term value generation. It is believed that value is generated through 

increased transparency and higher returns in the remaining business, making Danisco utilizing in-

vestments in the best possible way.  

In support of these conclusions, Danisco was in January 2011 offered a takeover by the American 

company Dupont. The initial takeover bid offered to Danisco’s shareholders was 665 DKK per share, 

Panel A

Panel B

Source: Datastream, The Datastream Worldscope (DW) datatypes EV/EBITDA – datatype (DWEE) 

Source: Datastream, Price/Earnings ratio - Reported – datatype (PR), Price/Earnings Ratio (Adjusted), EPS for the last financial year, based on published accounts.
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equivalent to a premium of 25% to the share price on the announcement date (Business.dk, 2011). 

However the final sales price settled at 700 DKK per share, indicating a significant price premium. The 

takeover bid can reflect the value generation Danisco has made post the divestment of Sugar, as 

through the divestment Danisco became more focused and more attractive as a possible takeover 

from companies in the same industry.  

4.2.6 Danisco case conclusion 

We identified several factors influencing Danisco’s decision to divest Sugar. One of the most impor-

tant factors is believed to be the regulation of the EU sugar reform, raising the stakes in the Euro-

pean sugar industry to uphold a profitable business. This together with the social trend and political 

willingness towards healthier food products changed the future prospects and profitability in the 

sugar industry. The divestment of the sugar division is from this perspective a natural consequence of 

the changed environment which motivated industry consolidation, leading Danisco to create a new 

more focused and global growth strategy. Further no valuable synergies were identified between 

Ingredients and Sugar. On this background it can be concluded that the strategic fit of Sugar before 

divesting was diminishing. 

The financial analysis showed that operational margins in Sugar declined from 2005 and onwards. 

However Danisco as a whole has been performing acceptable compared to the industry and nearest 

competitors. Further we did not find any support in favor of an involuntary sell-off due to liquidity or 

solvency problems. Similar it can be rejected that Danisco divested Sugar due to capital constraints. 

From a corporate governance perspective, pressure from shareholders, organizational complexity 

and a change of CEO was also found to have influenced the decision to divest. 

It is concluded that all major changes affecting Danisco were caused by external strategic changes 

and a new strategic vision by management. It is argued that the main driver behind the divestment of 

Sugar was strategic; however increasing shareholder pressure and declining margins in Sugar also 

affected the decision to divest. Overall we have identified several motives to divest, and we have 

observed these motives to be closely related why the main, but not the only, motive behind the di-

vestment of Sugar was strategic. 

Finally, we explored value generation post divestment. We found improved margins and earnings 

multiples over time, indicating that the market have reacted positively to the new focused strategy. 

The divestment therefore seems to have been value creating for shareholders in the long run. 
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4.3 Case 2: Dantherm 

On 26th of Marts 2010 Dantherm announced the sale of the Filtration Division (Filtration36) to Ne-

derman Holding AB. The deal was finally closed on 30th of April 2010 for a total price of DKK 280 

million. The 100 % sell-off involved Dantherm Filtration Holding A/S including all associated subsidiar-

ies though excluding the French subsidiary; Dantherm Filtration SAS. As a result of the divestment, 

Dantherm’s activities were reduced considerably as the business segment was the largest in the 

group (RB-Børsen, 09 11 2010) (Dantherm, Annual Report, 2010). 

Appendix 4 gives a short description of Dantherm’s Historical development.  

4.3.1 Evolution and Vision 

After significant cutbacks and organizational changes Dantherm in 2009 announced a new strategy 

with focus on the Air Handling Group where the main business areas being HVAC (Heating, Ventila-

tion, Air Conditioning) and Telecom. This lead to an acceleration of organizational changes during 

2010 with the purpose of divesting activities falling outside the strategic focus  (Dantherm, Annual 

Report, 2010). 

Dantherm has made extensive changes in the product portfolio throughout the history of the com-

pany. The divested Filtration division was actually first established after the acquisition of DISA Air 

Group and the main activities in Siemens Technology Services A/S in 2005. Further Dantherm Power 

was established in 2007 but already started in 2003 as a R&D project within Dantherm Air Handling. 

Dantherm had with these sell-off activities, over a very short period, changed from being a diversified 

firm to focusing solely on Air Handling.  

Appendix 4 illustrates the extensive organizational changes Dantherm made from 2008-2010 going 

from three divisions ultimo 2008 to one division ultimo 2010. Further the appendix gives a short de-

scription of the two business segments before the divestment of Filtration April 2010. 

4.3.2 Strategic analysis 

The purpose of this section is to determine whether Dantherm’s decision to divest Filtration was 

motivated by strategic factors. 

                                                           
36

 Filtrations line of business is; Industrial cleaning: develops and installs products and complete solutions in the form of 
filters, fans, controls and ducts for the protection of both the production environment and the external environment. 
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4.3.2.1 External factors 

The industry in which Filtration operates is defined as: the global market for industrial air filtration. 

Overall the main competitive parameters for the market for filtration were characterized as the 

price, technology, efficiency and quality of the product  (Frost&Sullivan, 2010). The external and in-

dustry analysis will be based on these definitions. 

4.3.2.1.1 Macro economic factors 

The demand for filtration products is affected by 

the general economic trends. Therefore the eco-

nomic downturn following the 2008 financial crisis 

had a significant effect on Dantherm’s operations. 

Especially the effect on lending opportunities af-

fected Dantherm as their primary customer group reduced or stopped orders (Dantherm, Annual 

Report, 2010). Due to Dantherm’s increased international operations and that a part of the group’s 

bank financing consisted of floating-interest loans, Dantherm was also affected by the volatility in 

interest and exchange rates. Also increasing freight rates affected Dantherm due to the high weight 

of the products and the long distances to customers. Further Dantherm was affected by the price 

increase in raw materials and energy. The above macroeconomic factors are therefore considered to 

be important risk factors which caused an unfavorable financial condition (section 4.3.3) prior to the 

divestment (Dantherm, Annual report, 2009) (Frost&Sullivan, 2010). 

4.3.2.1.2 Political factors  

Motivated by growing public concerns about health 

and safety, the EU commission was taking several 

initiatives towards improving indoor air quality. The 

same trend was present in the US37. Even in countries 

which so far had not given priority to protecting the environment, there was an emerging realization 

of this need  (Dantherm, Annual report, 2009). This increased focus on improving indoor air quality 

promoted future growth prospects for both the air handling and filtration industry. The social and 

political factors can therefore be seen as an advantage for both Air Handling and Filtration and is 

                                                           
37

 E.g. an EU Action Plan on Environmental and Health, in which “action 12” focused on improving indoor air quality (SCHER, 
2007). Also the American Occupational Safety and Health Administration (OSHA) had imposed increasing enforcement of 
standards (OSHA). 

Macroeconomic changes 

 Economic downturn limits short-term revenues 

 Decline in industrial investments 

 Increased energy prices 

 Increased prices on raw material 

 Fluctuation in the exchange and interest rates 

 

 

Political changes 

 Growing concerns about health and safety 

 Increasing enforcement of standards in EU and 

US improving the indoor air quality 
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thus not seen as a motivation behind the divestment. (Dantherm, Annual report, 2009)  (SCHER, 

2007) (OSHA). 

4.3.2.1.3 Technological changes 

Dantherm operates in industries which are charac-

terized by ongoing technological development. 

Therefore constantly improving the products and 

efficiency of the production plants is relevant. 

However it is noted that the degree of technical changes was low on the U.S. industrial air-filtration 

market in 2009, it therefore seem likely that the same tendency applies to the global market. R&D is 

still considered to have been important, especially to ensure that products lived up to stricter envi-

ronmental legislation (Dantherm, Annual report, 2009)  (Frost&Sullivan, 2010). Overall technological 

changes are not considered to be a main factor motivating the divestment.  

4.3.2.1.4 Industry attractiveness 

Barriers to entry: The startup cost in the filtration industry is considered to be high, due to capital 

requirements for investments in production facilities and product development. This is also due to 

the characteristic of the filtration industry that customers often demand customized product solu-

tions. It requires an extensive product portfolio to meet this demand. Further, the majority of cus-

tomers are industrial businesses where each sale consists of everything from product development 

to delivery and warranty maintenance. As a result most sales are long-term commitments. Overall 

the filtration industry is characterized as having very high barriers to entry, which makes the threat of 

new competitors less distinct. 

Substituting products: The threat from substituting products is considered to be low, as no direct 

alternative seem to be under development. The main threat of substitution comes from existing 

players within the filtration industry developing and patenting new products. However the develop-

ment of new products had not been distinctly high over the past years (Frost&Sullivan, 2010). There-

fore we find no increasing trend towards higher product substitution. 

Buyer power: Within the Air Handling segment; Telecom, market is fragmented and only few cus-

tomers account for a significant portion of revenue. Revenue in this segment thereby depends espe-

cially on these customers and the establishment, expansion and upgrading of a global telecom net-

work. Further long term contracts within Air Handling made Dantherm unable to adjust prices in 

accordance with changes in costs. The buyer power is thus categorized as high in the Air Handling 

segment. 

Technological changes 
 General product development 

 Changes in the technical requirements due to the 

stricter environmental legislations 

 Need for more efficient and flexible production  
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Filtration customers were a portfolio of different industrial sectors in Western Europe, North Ameri-

ca and increasingly in Asia and Eastern Europe. This makes Filtration less depended on individual 

customers. However, due to the high degree of industrial customers that were affected by the eco-

nomic downturn, buyer power seems to have increased during the financial crisis. Together with the 

fact that the industry consists of a large number of producers competing for customers, the customer 

power is defined as medium to high. 

Supplier power:  It has been difficult to identify the precise components used to produce filtration 

products. However it is assumed that the supplier is primarily suppliers of industrial commodities like 

metal, plastic, energy etc. Prices on these commodities are dictated by the global commodity ex-

changes which decreases the supplier bargain power. However Dantherm was still depended on the 

suppliers to deliver the right quality and on time. Dantherm’s policy was to have at least two suppli-

ers of critical components to ensure independency, competitiveness and reliability of supply. Overall 

and due to the high number of suppliers of these products the supplier power is defined as medium  

(Dantherm, Annual report, 2009). 

Rivalry: The industrial filtration- and air handling industries was both characterized as highly competi-

tive under the financial crisis as many producers were competing for relative few customers. The 

change in demand will theoretically result in both lower prices and lower quantities sold as the num-

ber of customers decline. Also the financial crisis is assumed to have had an increasing effect on in-

put costs in both the air-handling and the filtration industry, further intensifying the competition. 

Therefore, rivalry within both the air handling and filtration industry is considered to have increased 

from medium to high; however it should be noted that the increase in rivalry is believed to be tem-

porary as the demand curve is expected to increase again when the market improved.  

Figure 10 Sum up of the conclusions from the industry analysis 

Source: Author's own creation. 

Based on the above analysis the competitive conditions before 2008 in the Filtration industry is cha-

racterized as relative attractive. On the other hand during the financial crisis the industry’s attrac-

tiveness declined due to increased rivalry and decreasing orders. However the unattractive industry 

during the crisis seems only temporary. 

Barriers to 
entry

•High- No change

Substituting 
products

•Low/medium- no 
change

Buyer Power

•Medium/high - No 
change

Supplier power

•Medium - No 
change

Rivalry

•Change from 
medium to high
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In support for the unfavorable industry conditions prior to Dantherm’s divestment of Filtration we 

illustrate the past four years growth rates and revenue (excluding Power) in figure 11.  Air handling 

had larger negative growth than Filtration, which is believed to be a direct effect of a much smaller 

customer base. Consequently it is argued that Air Handling is more sensitive to the economic down-

turn than Filtration. However, since the unfavorable market conditions only seemed temporary it is 

believed that both divisions still had future growth opportunities. 

 

4.3.2.2 Core competencies 

Table 9 Panel A summarizes what we find to have been Dantherm’s most important resources and 

capabilities in both Air Handling and Filtration prior to the divestment in 2010.  

Dantherm’s modern production facilities are considered to be a strong resource, because of the in-

ternational locations that made Dantherm capable of providing tailor made solutions. Customizing 

products is believed to be an important strength as it is in this area Dantherm can diversify from its 

competitors. In relation, Dantherm highlights that focus is both on innovation and upgrading its 

product programs. In 2008 and 2009 Dantherm used respectively 2,1% and 2,8% of total sales on 

R&D. Further Dantherm highlights their strong know-how, competent service teams and product 

development knowledge which is considered to be one of Dantherm’s core strengths (Dantherm Air 

Handling) (Dantherm Filtration) (Dantherm, Annual Report, 2010) (Dantherm, Annual report, 2009). 

As a result the core competences within Filtration were prior to the sell-off identified to be its strong 

know-how and diverse portfolio of products. The core competence in Air Handling was the capability 

to develop and supply reliable and energy efficient products. Due to the industry characteristics, 

during the financial crisis, the sustainability of the core competences were challenged by increased 

rivalry creating a need for heavy investments to ensure market positions. In section 4.3.3, we will 

discuss how Dantherm had difficulties in making these investments during the crisis. This strongly 

Source: Dantherm annual reports 2007-2010
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indicates that the sustainability of Dantherm’s core competences was declining prior to the divest-

ment. However it is believed that both Air Handling and Filtration would have had a sustainable 

competitive advantage in the long run, due to the division’s market positions and long historical 

presence within their industries.  

Table 9 Analysis of Dantherm’s internal resources and capabilities 

Panel A: Dantherm’s main resources and capabilities 

Tangible resources Intangible resources Human recourses 
- Modern production facilities in 

Denmark and China. 
- Reliable and energy-efficient 

product portfolio  
- Extensive product range 
- Tailor-made solutions  

- International growing presence 
with own sales and service compa-
nies in Europe, China and North 
America. 

- Brand name recognition 

- competent service team 
- comprehensive know-how  
- product development knowledge 

Sources: (Dantherm Air Handling) (Dantherm Filtration) 

Panel B: Dantherm - Strategic assets 
 

 

 

 

 

In general it is however hard to determine whether Dantherm’s core competences can be considered 

to be strategic assets giving them a sustainable competitive advantage. Based on the above de-

scribed circumstances Dantherm’s core competences however still seemed to be valuable before the 

divestment though highly challenged. We found no evidence that make us capable of determining 

whether Dantherm’s core competences were rare or non-immitigable. There market position indi-

cates that they posed assets which were non-substitutable. 

 The only indication that Dantherm’s core competences were stronger within Air Handling than Filtra-

tion was the fact that Air Handling had historically been Dantherm’s core business. Filtration was first 

made a separate division after the acquisition of Disa Air Group in 2005. Panel B in Table 9 sums up 

these conclusions. 

4.3.2.3 Synergies between Filtration and Air Handling 

Since we found close related core competences within Air Handling and Filtration it indicates a high 

level of synergies. An analysis of synergies indicates that input-factors, know-how and production are 

very similar for the two divisions. The group sales channels are also considered to be very alike as 

both division has a local presences around Europe, in the US and Asia. Finally some innovation syner-

gy effects are expected to have existed between R&D departments as both products are classified as 

“strategic assets”

Past Present Past Present

1) valuable X X X X

2) rare ? ? ? ?

3) non-immitigable ? ? ? ?

4) non-substitutable X X X X

Filtration Air Handling

Source: Barney (1991)
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electronic machinery products. The group’s customers are considered to be different as Air Handling 

primarily delivers to telecom networks and companies in the construction industries where filtration 

mainly sells to processing and production companies. However it seems likely that some of the cus-

tomers would chose to buy both product types at the same time. E.g. a production company is build-

ing a new factory where ventilation, heating and filtrations systems are needed.  Most importantly 

the internal processes are, with exceptions, considered to be different as the products are different. 

Overall the strategic relatedness between Filtration and Air Handling is considered to have been very 

high. Based on this analysis no support is found for divesting Filtration, as the potential value crea-

tion from synergy effects seem high. Also we found no evidence for a potential strategic misfit. 

4.3.2.3 Summing up strategic motives 

The following table sums up the conclusion. Overall the global financial crisis’ effect on the industry 

seems a main motive behind the divestment. 

 

4.3.3 Financial analysis 

Dantherm’s fiscal year is from 1st. January to 31st December. Consequently the announcement of 

the divestiture of Filtration took place in the fiscal year 2010, where the division is reported as dis-

continued operations.  

Similar to the Danisco case, the financial statements are reformulated to separate operational and 

financial activities; and to include comprehensive income. Please see Appendix 5. 

4.4.3.1 Performance analysis 

Figure 12 illustrates that Dantherm in the last 5 years prior to the divesture experienced declining 

profitability. Four out of the last five years Dantherm had been running on deficit. 

Motivation to divest

Strategic motives

Strategic fit Medium 2
Focus hypothesis Low 1
Industry attractiveness Medium 3
Intensity of the competition and market consolidation Medium 2
Macro economic factors High 4
Tecnology changes Low 1
Political regulations Low 1
Author's own creation

Influence on the decision 

to divest

Table 10 Dantherm – strategic motives 
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Only in 2007 a positive profit was reported and when the financial crisis hit, revenue declined and 

profit dropped dramatically to an overwhelming deficit in 2009. Even EBITDA margin38 had been diffi-

cult to keep on an acceptable level and dropped to negative 4% in 2009. A reason for the drop in 

2009 was that it was not possible for Dantherm to bring down staff costs and other operating over-

head expenses relative to the revenue decline.  

 The drop in revenue from 2008 to 

2009 of 34% can primarily be attri-

buted to the financial crisis. Within 

the segment Air Handling revenue 

declined 36%. A reason was that 

telecommunications companies 

stopped extending and developing 

the telecommunication-networks 

globally. Filtration was also af-

fected as customers primarily in Europe and North America postponed investments. However it 

seems that Filtration managed to control costs better than Air Handling as EBIT margin only declined 

8,7% compared to a decline of 17,5% in Air Handling.   

Further extra-ordinary items had influenced both segments as Dantherm since 2005 has made sever-

al acquisitions and a few divestments. The acquisitions generated high negative investment cash 

flows from 2006-2008 (Dantherm, Annual Report, 2008). It seems Dantherm made heavy invest-

ments before the financial crisis making them vulnerable towards an economic downturn. 

4.4.3.2. Peer analysis 

Both Dantherm’s divisions can be categorized under the industry classification: capital goods. In gen-

eral this broad group of industries is characterized by relative low margins as it requires high capital 

expenditures to produce and develop capital goods. Figure 13 illustrates profit margins for Dantherm 

and some of its closest peers. Peers are chosen based on competitor reviews by analysts, industry 

reports and public available data. To cover all aspects of Dantherm’s business we chose peers in all 

product lines and geographic markets. For peers financials ratios see appendix 6. Dantherm has in all 

aspects performed worse than its peers. Only Dantherm and Flanders have experienced losses (no 
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 EBITDA margin is calculated as in the restates income statement 

Source: Dantherm's annual reports 2007-2010
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bar is displayed when negative profit margin), where the other peers more or less had stable profit 

margins through the crisis. 

Dantherm has negative profit margins before tax thus comparing return on shareholder’s equity and 

return on assets, do not make sense. However, in general all peers have very volatile return on equi-

ty illustrating that all peers have had difficulties through the financial crisis. On the other hand, ROA 

have been quite stable for most peers indicating that Dantherm’s competitors have succeeded in 

adjusting the cost base to changes in demand. 

Overall, Dantherm’s performance has 

been very critical especially the last 

two years prior to the divestment. The 

divested segment Filtration has how-

ever performed better than Air Han-

dling. Considering the strategic possi-

bilities within each segment it is rea-

sonable to conclude that Dantherm 

divested its most profitable and largest 

segment and this analysis thereby sup-

ports that the divestment was moti-

vated by an overall poor performance.  

4.3.3.3. Liquidity 

This section will concentrate on liquidity and how this has affected the decision to divest Filtration. 

During the financial crisis, 2008 and 2009, Dantherm reported declining liquidity ratios. Table 11 illu-

strates how current ratio has been declining since 2007. It seems that Dantherm had difficulties in 

managing current liabilities as current liabilities did not decline at the same rate as current assets. 

Current assets declined due to a decrease in inventory and accounts receivable, which was a direct 

result of the attempt to decrease and restructure operations to match revenues. Also comparing 

Dantherm to peers shows a substantial lower liquidity level, indicating liquidity problems for Dan-

therm the years prior to the divestment of Filtration. 

Figure 13 Dantherm - Profit margin 
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The cash flow statement for the years prior to the divestment (2008-2009) shows that both operat-

ing cash flows and free cash flow39 were volatile. The volatility in operating cash flow is mainly due to 

declining operating performance. Further, if cash flow from divestments was removed from invest-

ment activities, free cash flow would have been negative. This indicates that divesting activities has 

been contributing positively to the overall cash flow. Further, it was not possible for Dantherm to 

cover current liabilities with current assets and free cash flow in 2009. This strongly indicates that 

Dantherm had liquidity problems in 2009.   

 

4.3.3.4 Solvency 

The CEO in Dantherm stated in the company Announcement no.2 2010 “With the divestment (Filtra-

tion), Dantherm achieves an improved capital structure with significantly reduced interest-bearing 

debt.”  (Dantherm, Annual Report, 2010, page 1). This indicates that improving capital structure was 

a main motive behind the divestment. This section will scrutinize whether Dantherm’s capital struc-

ture influenced the decision to divest Filtration. 

As observed in the previous sections Dantherm showed poor financial performance and had difficul-

ties in keeping a reasonable level of liquidity. A direct result of this was a decrease in equity as it had 

been necessary to use equity reserves to be able to maintain operations and make new investments. 

Panel A in figure 14 illustrates how debt ratios have increased from 2008 to 2009. Panel A also illu-

strates that the increased debt ratio’s solely can be attributed to decreasing equity as the level of 

long and short term debt is unchanged. It is in line with our observations in panel B, indicating that 
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 Free cash flow is calculated as the sum of operating cash flow and cash flow from investing activities 

2006 2007 2008 2009 2010

Dantherm

Quick ratio 0,80 0,86 0,77 0,56 0,50

Cash flow ratio 0,01 0,07 0,26 0,13 0,01

Current ratio 1,11 1,33 1,24 0,92 0,94

Peer group - current ratio

Flanders Corp. 2,28 1,79 2,03 2,16 2,03

Nederman Holding AB 1,69 1,80 1,86 1,94 1,86

Zehnder Group  AB 2,56 2,24 2,19 2,27 2,19

Hamon & Cie NV 0,85 1,31 1,17 1,29 1,17

Donaldson Co. Inc. 1,56 1,47 1,65 2,25 1,65

Peer average 1,67 1,66 1,69 1,81 1,79

Source: Orbis Company Database, Dantherm Annual reports 2006-2010, 

and Flanders Corp, Nederman Holding, Hamon & Cie Annual reports 2010

Table 11 Dantherm – Liquidity ratios 
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there are no significant change in asset composition prior to the divestment of Filtration (2008 and 

2009) that would off-set a change in long term interest bearing debt. 

Comparing Dantherm to peers, show that Dantherm in general had an average level of both interest 

bearing debt and other debt obligations before the financial crisis. It indicates that Dantherm was not 

leveraged more than its peers. However, during the crisis interest bearing debt to EBITDA was signifi-

cantly higher than peers due to the poor operating results.  

When borrowing from banks, covenants40 are incorporated in the documentation to give lenders 

more mandates in case of indications that the company was not able to service its debt obligations. 

This analysis has shown that Dantherm in 2009 had; a negative EBITDA (indicating that the financial 

expenses could not be covered), a very low current ratio, and nearly tripled its debt to equity ratio 

due to a decrease in equity.  This is strong evidence that Dantherm was close to breaching loan cove-

nants or already had breached in 2009.  Accordingly it is reasonable to assume that banks required 

Dantherm to raise capital. Based on these facts it is believed that Dantherm was technical insolvent 

in 2009 and that this was the main driver for Dantherm’s change in strategy and extensive restructur-

ing process.   

To further support this claim, the Danish news agency Direct, 2010, reported that Dantherm’s prima-

ry banks required that Dantherm reduced its debt significantly (Direkt, Dantherm: Nærmer sig 

frasalg, 2010). Moreover Dantherm reported in 2010, that a bank agreement had been settled. Banks 

required extra security for credit facilities while loan covenants were further tightened (Dantherm, 

Dantherm Annual Report 2010). The agreement is valid until May 2012, meaning that until this point 

in time Dantherm will be under restrictions from its financial creditors.  

The above illustrates how Dantherm was forced to raise capital to avoid severe financial distress. It 

seemed that Dantherm had two opportunities to do so, either divesting or issuing shares. However 

the largest shareholder in Dantherm, Dantherm Fonden41 publicly stated that they could not support 

issuing shares as they did not have excess capital and thereby would be diluted. Further Dantherm’s 

CEO Torben Duer said that it would be a very difficult task to raise 280 MDKK (Filtration sales price) 

through share issues without support from the major shareholder (Direkt, Dantherm/CEO: Frasalg 

halvere rentebærende gæld, 2010). This indicates that Dantherm’s only option was to divest a major 

part of the business. 

                                                           
40

 Loan covenants set conditions for default and are often based on accounting measures such as debt to equity ratio, cur-
rent ratio or EBITDA margin (Subramanyam & Wild, 2009) 
41

 Dantherm Fonden in 2009 owned 18 pct. of the shares in Dantherm A/S (Dantherm, Dantherm Annual Report 2009, 
2010). 
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 Figure 14 Dantherm - Solvency ratios  

 

 

Overall, in 2009 we observe an increase in the costs of financial distress as Dantherms liquidity level 

was critical and the firm could be characterized as in technical insolvency. Moreover, since Dantherm 

reported deficits in both 2008 and 2009 Dantherm’s tax shield was unused, which according to the 

trade-off theory further reduced the value of the firm. 

Finally since divestment was the only option to avoid severe financial distress, the financing hypothe-

sis is not applicable as the hypothesis states that divestment would be the cheapest way of financing 

among alternative financing sources, though Dantherm did not have any alternatives. However, since 

divestments were the only option, it shows that Dantherm did face capital constraints. 

4.3.3.5 Summing up financial motives 

Shortly summing up the financial analysis, we can conclude that Dantherm had problems adjusting its 

cost base to decreasing revenues in 2008 and 2009, which caused both liquidity and insolvency prob-

lems and thereby increasing the cost of financial distress.  
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4.3.4 Governance 

Dantherm complied with all except two of the corporate governance recommendations set by Nas-

daq OMX Nordic in 2009: 1) Dantherm did not make a yearly evaluation of the board of director’s 

work and composition, and 2) a considerable number of the board members had too many director-

ships in other companies (Dantherm, Annual report, 2009). Thomson (2008) recommends that at 

least half of the members must be considered independent42 to ensure effective corporate gover-

nance. 

4.3.4.1 Board 

Analyzing Dantherm’s board composition according to Thomsen’s (2008) recommendation, ten out 

of the eleven directors in Dantherm in 2009 are characterized as dependent. According to PA theory 

this type of board composition calls for a discussion of reluctances to divest divisions that they initial-

ly had decided to invest in. Overall it therefore seems reasonable to question the board composition 

and whether directors have been able to fulfill their tasks effectively.  

Dantherm’s financial condition would still have been heavily affected as a consequence of the eco-

nomic crisis, regardless of the composition of the board. On the other hand it is the board of direc-

tor’s responsibility to ensure that the firm follows both a sound and sustainable corporate strategy 

impropriating the firm’s exposure to various risk factors. Though difficult to determine it seems that 

the board of directors did not live up to their responsibility.  

As part of the restructuring activities started in 2009 the board decided to downsize the number of 

members to a total of 6 members in 2010. This event reduced the number of dependent members to 

only two members. The restructuring of the board composition is believed to strengthen Dantherm’s 

                                                           

42
 Independent relates to the fact that the non-executive directors have no material ties with the firm. 

Motivation to divest

Financial motives

Poor operating performance in the entire firm High 4

Poor operating performance in the divested unit Medium 3

Liquidity problems High 4

Capital structure High 4

Capital constraints High 4
Author's own creation

Influence on the decision 

to divest

Table 12 Dantherm – Financial motives 



4. Case Study 

64 

 

corporate governance.  In November 2009 Torben Duer was appointed CEO. The restructuring plan 

and hence the new strategy was already decided before the change of CEO. Therefore it is believed 

that it has not been a driver behind the divestment of Filtration that a new CEO was appointed. No 

other corporate control events prior to the divestment of Filtration have been identified. Therefore 

the divestment does not seem to be motivated by a change in corporate governance structures.  

4.3.4.2 Ownerships 

Dantherm’s ownership structure in 2009 was characterized by very few owners. The largest share-

holder was Dantherm Fonden, second largest shareholders were the founder’s two sons 

representing 22 % of total shares. The four largest shareholders altogether owned 48,6 % of the 

shares. This structure is very common in businesses that have been family owned. An advantage of 

this ownership structure is that the majority shareholders act as “watchdogs” on behalf of minority 

investors who can free ride on their efforts (Thomsen, 2008).  

Shareholders must not have been satisfied with a financial state of the firm, but it has not been poss-

ible to find any evidence that there has been an extraordinary pressure from the shareholders to 

divest Filtration. 

4.3.4.3 Summing up corporate governance motives 

In summary, the only point of criticism lies in the board composition where too many directors were 

identified to be dependent in 2009. It leads to a discussion of whether agency problems and reluc-

tance to make the right decisions have been present prior to the divestment of Filtration. The 

changes in number of members of the board and the appointment of a new CEO in late 2009 indicate 

that this was the case.  

Table 13 Dantherm – Corporate governance motives 

Motivation to divest

Corporate governance related motives

Agency problems Medium 2

Corporate control event Low 1

Shareholder pressure Low 1

Information hypothesis Low 1

Author's own creation

Influence on the decision 

to divest
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4.3.5 Value creation 

To identify value creation, we analyze the use of proceed and improvements in financial statements. 

Since Dantherm’s stock is illiquid and no analysts are following the stock on a regular basis, it does 

not make sense to use multiples as a proxy for the value generated as in the case of Danisco. Further 

since Dantherm reports deficits a price /earnings multiple would not be applicable. 

As the divestiture of Filtration took place in march 2010 we do not have a preceding fiscal year for 

comparability, thus we will include quarterly reports in the analysis to evaluate whether the divesti-

ture have been value creating. 

4.3.5.1 Use of proceed 

Dantherm received an accounting profit between 10-20 MDKK for the sale of Filtration in 2010 as the 

division was sold above book value (Børsen, 2010). We found in section 4.3.3.4 that Dantherm was 

using proceeds to pay back debt as the firm was extensive leveraged. It is believed that proceeds of 

280 MDKK from the divestment of Filtration, more or less were all used to decrease debt. Figure 14 

in section 4.3.3.4 show that interest bearing debt decreased from 261 MDKK in 2009 to 114 MDKK in 

2010, while other liabilities decreased from 378 MDKK to 127 MDKK respectively. In total Dantherm 

reported a decrease in liabilities at 309 MDKK (Dantherm, Annual Report, 2010). 

The case strongly indicated that if Dantherm had not restructured and sold off Filtration the company 

would have been taken over by its financial creditors, meaning that all shares would lose its value. 

The use of proceeds in this case supports the notion of decreasing “cost of financial distress”, as a 

source of value creation. By divesting, Dantherm’s shares still had a value. Consequently it can be 

argued, that in the short run, the value generated through the divestiture is the value of “cost of 

financial distress” equivalent to the current value of shares. Though this comparison may simplify the 

reality it illustrates that measuring the value generated in a distressed firm is complicated. Overall 

the decrease in cost of financial distress can only be seen as a short term value creation, as the value 

is incorporated directly after the sell-off. Hence the sell-off is not expected to generate cash flow out 

of the ordinary for Dantherm and its shareholders going forward.  

4.3.5.2 Financial margins 

Analyzing the latest quarterly report, Q1 2011, illustrates a slightly increase in sales compared to Q1 

2010, also EBITDA margin increased compared to 1st quarter 2010(see table 14 below). Profit was still 

negative (-1,3 MDKK before tax) though primary operational activities had improved significantly 

compared to Q1 2010. It is believed that the improvement in operations can be attributed to better 

market conditions as the telecom industry has recovered (Dantherm, Company annuncement no. 
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10/2010: Interim report, 2011). Overall Dantherm’s high financial expenses are seen as the reason 

for the negative result in Q1 2011. 

The current ratio has been somehow stable the last five quarters indicating that Dantherm is still not 

fully recovered from the effects of the financial crisis. On the other hand we observe a significant 

improvement in all debt related ratios, as a result of the down payments. However interest-bearing 

debt to EBITDA is still argued to be subject to improvement. By annualizing the ratio, interest-bearing 

debt to EBITDA, for Q1 2011 we reach 5,9 times EBITDA, which is still considered relatively high. 

Though, since the market is believed to be more attractive in the future, which might lead to an in-

crease in EBITDA, we do not find it troublesome. Moreover, positive cash flow from operations indi-

cates that Dantherm is finally getting its expenses and working capital under control.  

As Dantherm’s financials still looks to be in a recovery state, it is difficult to assess the firm’s value 

creation on a longer time horizon. Dantherm reports positive expectation for 2011 profit before tax 

at 20-25 MDKK, which is considered a noteworthy increase as the result in Q1 2011 was negative. If 

this forecast holds, Dantherm’s value going forward seems secured. However, the financial perfor-

mance analysis does not indicate that the divestment has lead to long term value creation.  

 Table 14 Financial ratios Dantherm 1. quarterly report 2011 

 

 Source: (Dantherm, Company annuncement no. 10/2010: Interim report, 2011) 

In the Q1 2011 report the company announced that they have reduced the nominal share value. This 

maneuver was done both to free restricted equity reserves to cover losses and to open up for a po-

tential reestablishment of the equity. A reduction of the nominal share value to below the market 

value makes it possible for a company to raise capital through a stock emission. Dantherm’s major 

shareholders have previously rejected to support a new emission however the economic environ-

Dantherm

Quarterly reports, MDKK Q1 2010 Q2 2010 Q3 2010 Q4 2010 Q1 2011

Sales 103.0     121.6     110.3     129.7     125.7     

EBITDA 3.5         9.2         9.7         9.3         7.8         

EBIT -2.5        2.9         3.8         2.7         2.3         

Profit before tax (Excl. disc. operations) -10.7      -10.2      -5.5        -18.1      -1.3        

Period net income -18.7      0.8         -11.2      -14.8      -1.3        

Total assets 1,038.1  610.4     525.0     457.4     462.4     

Equity 153.8     150.1     140.0     128.8     127.8     

Net interest bearing debt 309.6     199.1     206.6     186.9     183.4     

Cash Flow from Operations -4.9        -12.7      9.7         11.1       8.7         

cash flow from investments -4.4        -2.0        -5.2        112.1     -5.2        

Cash flow from financing -2.7        -46.4      -3.0        -16.5      -3.7        

EBITDA margin 3.40% 7.57% 8.79% 7.17% 6.21%

Interest bearing debt to EBITDA 88.5       21.6       21.3       20.1       23.5       

Total debt /Total equity 5.75       3.07       2.75       2.55       2.62       

Current ratio 1.07       1.04       1.02       1.07       1.05       
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ment has changed which could make the shareholders support a possible future stock emission. It 

thereby supports the fact that Dantherm has not fully recovered. 

4.3.5.3 Summing up value creation 

We observe slightly improved margins in all aspects, but the improvements are contributed to more 

attractive market conditions compared to last year, rather than a result of the divestment. At this 

point, we do not find any indications of long term value creation. As a result we conclude that the 

value creation from the divestment of Filtration only lies within the reduction of “cost of financial 

distress”. 

4.3.6 Dantherm: Conclusion 

In February 2010 Dantherm announced the divestiture of its Filtration division. Especially the finan-

cial crisis (2008/2009) had a large impact on both the filtration and air handling industry. The exter-

nal changes created a critical situation with declining demand and increasing costs. This resulted in 

more uncertainty, turbulence and increasing competition. However, prior to the crises we found 

both the filtration and air handling industry attractive and we argue that the decline in demand was 

only temporary as growth prospects seem present. As a result it can be concluded that Dantherm’s 

divestment was not motivated by an unattractive industry. Further we found no indication that Dan-

therm’s core competences no longer created a competitive advantage or evidence that lack of syner-

gies between the divisions motivated a need to refocus the business. 

Dantherm demonstrated difficulties in adjusting its cost base during the crisis. As a result the divest-

ment was found to be motivated by a poor financial condition. Consequently, it is believed that Dan-

therm was technical insolvent and thus forced by its financial creditors to raise capital to avoid finan-

cial distress.  

We found no evidence for shareholder pressure or information asymmetries decreasing transparen-

cy motivated the divestment. Though, the analysis found that board composition in 2009 was subject 

to criticism of good corporate governance. This indication of poor corporate governance within the 

firm makes us question whether the management had made the right value optimizing decisions in 

the past.   

To conclude, the main motive behind the divestment of Filtration was financial but also external eco-

nomic factors and agency problems have been identified to have had an influence on Dantherm’s 

overall situation. Finally, we argue that the value generated from the divestment of Filtration was 

through a decrease in “cost of financial distress” as we found no evidence for any long term value 

generation. 
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4.4 Cross case conclusion 

The two case studies have allowed us to establish a deeper understanding of the underlining cir-

cumstances in the causality between motives for divesting and value creation. First we present the 

main conclusions answering the sub question “Which motives for asset divestitures do we observe in 

practice”. Second we present the first indicative findings to the 3rd sub question “How can motives 

for asset divestitures affect shareholder value”. Note the 3rd sub question will be explored compre-

hensive in chapter 5 hence the conclusion drawn in this chapter is only preliminary. 

4.4.1 Motives 

Table 15 sums the conclusion made in the two case studies illustrating to what extend each category 

(Strategic, financial or corporate governance) are found to have influenced the decision to divest. 

Table 15 further illustrate that the factors motivating the decision to divest was distinctly different 

for Dantherm compared to Danisco. One overall motive behind the divestment was identified in each 

of the cases. In Danisco’s case it was strategic and in Dantherm’s case it was financial. However in 

both cases several other factors influenced the decision to divest. This supports the conclusion from 

chapter 3 stating that motives are related.  

4.4.1.1 The motives relatedness 

Dantherm’s case illustrates how categories simultaneously interact as factors like: a board composi-

tion not in line with good corporate governance, poor financial conditions, and the global financial 

crisis created a mixture of events resulting in an overall financial motive. This mixture of factors can 

be seen as a “puzzle”. Danisco’s divestment of Sugar can also be seen as a “puzzle” consisting of: 

shareholder pressure, changes in core competences, EU regulations, change in CEO, and declining 

margins in Sugar. The cases thereby support 

that motives are closely related. A sound and 

value optimizing firm can be characterized as a 

unity as illustrated in Figure 15. For both Danis-

co and Dantherm malfunctions were identified 

in at least one of the three “cogwheels” which 

seemed to have temporarily jammed the entire 

system. Eventually it was necessary to repair or 

remove the part which malfunctioned, in these 

cases the solution was to divest.  

Strategic 
motives

Governance 
motives

Financial 
motives

Figure 15 Motives of divesting illustrated as one unity 

Source: Author’s own creation 
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Table 15 Summary - Motives 

 

Author’s own creation 

 

4.4.2 Motives and shareholder value 

As we conclude that motives are closely related, we find it relevant to elaborate on how the cases 

support that corporate inefficiencies are linked to motives and value creation. 

4.4.2.1 Corporate efficiency and divestments 

It is hard to say whether Danterm’s acquisition of Filtration in 2005 was a strategically good or bad 

decision. However it seems that Dantherm’s management was unable to assess the right match be-

tween the firm’s resource and capabilities, and further to integrate new divisions and assess the risk 

towards changes in the external environment. Overall the mix of events is argued to have made Dan-

Danisco Dantherm

Motivation to divest Comments  on conclus ion Comments  on conclus ion

Strategic motives

Strategic fi t High

Changed competences  and EU 

regulations  decreased the strategic fi t 

for Sugar. Medium No s ignificant change in strategic fi t

Focus  hypothes is Medium

Change in core competences  and no 

valuable synergies . Low

Synergies  and a  related core bus iness  

makes  no need to refocus.

Industry attractiveness Medium

Growth prospect are decl ining in Sugar 

as  competition increase. Medium

Growth prospects  have decreased 

temporary.Intens ity of the 

competition and market 

consol idation. High

A result of the EU reform increased 

rivalry and decreased profi tabi l i ty. Medium

Due to the financia l  cris is  riva lry 

increased.

Macro economic factors Low No evidence found. High The global  financia l  cris is

Technology changes Medium Sweetners  are continous ly developed Low No s ignificant technology changes

Pol i tica l  regulations High

Change in EU sugar reform decreases  

Daniscos  profi tabi l i ty. Low

Increased pol i tica l  focus  on 

a irpol lution

Financial motivesPoor operating 

performance in the entire 

fi rm Low

Operating performance was  

acceptable. High

Significant decrease in a l l  operating 

margins , reports  defici ts .Poor operating 

performance in the 

divested unit Medium Decl ining operating margins  in Sugar. Medium

Decl ining margins  but Fi l tration 

perform better than  Air Handl ing.

Liquidity problems Low

Cash flows and l iquidity level  was  

found reasonable. High

Very low current ratio in 2009 and 

volati le cash flows

Capital  s tructure Low No s ignificant change in debt. High

High debt ratios . Indications  of 

technical  insolvency.

Capital  constra ints Low No evidence found. High

Divestment was  the only opportunity 

for financing.

Corporate governance

Agency problems Low

No indication of empire bui lding or 

entrenching investments . Medium

Indications  of ineffecient corporate 

governance structure

Corporate control  event Medium Change in CEO in 2006. Low No event identi fied

Shareholder pressure Medium

Pressure towards  a  growth stock rather 

than a  value stock. Low No evidence found

Information hypothes is Medium

Complexity seems to make Danisco 

di fficult to value. Low No evidence found

Value Conclusion Conclusion

Value creation
Value created as  a  decrease in cost of financia l  

distress .

Increased financia l  ratios  and  trading at higher 

multiples  - indicates  long term value creation

Influence on 

the decis ion 

Influence on 

the decis ion 
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therm inefficient prior to the divestment of Filtration. As a result, the value generated is merely an 

image of a correction in this inefficiency.  

In Danisco’s case the strategic factors was the main motivation behind the divestment. We observed 

a changing environment which slowly made the sugar industry less attractive. Danisco addressed 

these changed circumstances by divesting Sugar. As a result it is argued that Danisco was more effi-

cient prior to the divestment. Correcting less distinct inefficiencies or simply correcting the inefficien-

cies when they arise therefore seems to generate more long term value. We find this to be an ex-

plaining factor for why Danisco was able to stay profitable with no significant deterioration of firm 

value. 

The cases further support the notion that poor corporate governance mechanisms leads to ineffi-

cient decision making. Corporate governance inefficiencies in Dantherm’s case seemed to be a rea-

son why Dantherm was not able to detect potential risks. Danisco’s case supported the fact that a 

corporate governance event can be a driver, as a change in CEO seemed to motivate a more value 

optimizing strategy. Overall, the more efficient corporate governance mechanisms firm posses, the 

more efficient the firm will react to changes. 

Concluding, we find that the value generated from divestitures depends on the motive, as the mo-

tives reveals how efficient (or inefficient) a firm is. 

4.4.2.2 Environmental changes 

The case studies further illustrated that the type of environmental change that lead to the divesti-

ture, was essential. Both cases illustrated that the type of environmental change affects how fast the 

firm can respond to a change before it significantly deteriorate value. This relates to figure 2 in chap-

ter 3, where we visualized how firms can respond to changes. For Dantherm the effects of the finan-

cial crisis were found to be the most influential external factor. In Danisco’s case it was the reform of 

the EU subsidiary scheme.  

Comparing these factors we find that they have a distinctly different “surprising factor”. The financial 

crisis came as a sudden surprise, whereas the EU reform was preannounced and implemented as a 

gradual change. Further the financial crisis in Dantherm’s case affected the whole value chain in-

creasing the cost side and lowering demand, whereas the EU reform only affected the supply side. In 

addition, Danisco was not affected significantly by the financial crises though the sell-off occurred 

within the economic downturn. Also, since Dantherm operates within a cyclical industry it was more 

sensitive to the economic downturn. This made it more necessary for Dantherm to assess its risk 

exposure and hence be able to react to risk factors.  
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In general we argue that the conditions under which firms operate do matter. The response time is 

different depending on the type of external change. It indicates different levels of value generation 

as more efficient firms are better capable of quickly reacting to changes in the environment. 

4.4.2.3 Value creation 

The case studies found evidence that both divestments were value creating for the parent company 

and therefore also presumable the shareholders. Further the cases indicated that the motives behind   

a divestment influence the level of value created. 

The case studies found that Danisco in general seemed more strategic fit and efficient than Dan-

therm. This might be the explanation to why the divestment of Sugar seems to create long term val-

ue. Hence our findings indicate that strategic motives create long term value whereas financial mo-

tives, when the firm is in financial distress, only create value through reduced cost of financial dis-

tress. 
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5. Value Creation 

The purpose of this chapter is to explore under which conditions divestments create value. Through 

the event study methodology we will measure whether a specific event creates abnormal stock re-

turn. In this case the event is the public announcement of a divestiture. More precisely the event 

study method tests whether the return related to an event are significant higher or lower than the 

normal expected return. Hence this chapter takes a portfolio approach towards value creation, by 

testing the value creation effect on a sample of firms that have carried out divestments in the period 

2004-2010. The final sample consists of 129 divestments. Section 5.2 will clarify how the sample is 

identified. Moreover, as an extension to chapter 4, we will also explore the value generation in the 

two case study companies through the event study methodology. 

The next section will discuss and develop three hypotheses. The Hypotheses’ are developed based on 

the theoretical and empirical knowledge gained in chapter 3 and 4. The Following sections will 

present the data and the event study methodology. In the fifth section the results and findings from 

the event study is presented and analyzed. Finally a discussion of the results and the conclusion will 

be presented. 

5.1 Hypotheses development 

The following sections will define hypotheses with the purpose of giving a more nuanced perspective 

of the value creation from divestitures. 

5.1.1 Abnormal return  

As introduced in section 2.1.1 the overall aim of the firm is to create shareholder value. Hence we 

argue that a rational firm would only divest based on a positive NPV. In relation, the theorized notion 

of the “winners curse”, argue and have proven that winners will tend to overpay, hence the buyer 

will experience a negative abnormal return and the seller a positive (Thaler, 1988). Based on this 

reasoning the announcement of a sell-off should be related to value creation for the selling firm.  

In section 1.4.2 we stated that event study methodology relies on that the efficient market hypothe-

sis applies in practice. Therefore the effect of the divestment event should be incorporated imme-

diately after the news release. Consequently it is necessary to assume that the public announcement 

date is the first information the market receives about the sell-off. Finally we must rely on the as-

sumption that no other value creation/ event take place during the studied period. 

Based on these assumptions, and assuming that everything else is constant, we formulate the first 

hypothesis: 
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Hypothesis 1: The cumulative abnormal return related to the announcement of an asset sell-

off is significantly different from zero. 

Table 16 shows earlier empirical studies indicating that asset divestitures create a positive abnormal 

return. Based on these findings we would also expect our sample to create positive abnormal return. 

Source: Authors own creation based on literature review  
MM: Market model, MAR: Mean Adjusted Return model 

5.1.2 Value creation depending on the motivation behind the divestment 

As discussed in the cross case conclusion it seems likely that the level of value creation will depend 

on the main motivation behind the divestment. Consequently we find it relevant to explore if the 

main motive, either financial or strategic, behind the decision to divest will have an influence on the 

abnormal return generated on a sample of divestments. 

 Financial motives are found easier to identify through the use of various financial indicators, than 

strategic motives. We therefore modify the analysis to explore whether divestments from financially 

poor performing firms generate higher value than divestments from firms which can be categorized 

as financially healthy. Section 3.2.3 stated that firms divest due to poor operating performance, capi-

tal constraints and/or financial distress. It is however found difficult to incorporate all scenarios in 

this analysis. Thus, it is found reasonable to define the cases of firms with poor financial performance 

as a firm that show sign of; poor performance, declining profitability, and extensive leverage or li-

quidity problems compared to its industry. As a result we will use poor performing firms as repre-

sentatives for financial motives. Also it is found reasonable to assume that financially healthy firms 

divest mainly due to strategic reasons or to increase efficiency. Thus a group of financially healthy 

firms is used as proxy for strategic divestments. It is important to note that by dividing the sample 

accordingly we do not test the focus hypothesis which in some studies is also referred to as a strateg-

ic divestment.  

Author Year Return 

model

CAR (%) Event days Sample 

period

sample 

size

Country

Klein 1986 MM 1,12 (-2,0) 1970-1979 202 US

Hite. et al 1987 MM 1,66 (-1,0) 1984-1989 55 US

Markides 1992 MM 1,73 (-1,0) 1980-1988 93 US

Sicherman & Pettway 1992 MM 0,92 (-1,0) 1981-1987 278 US

Lang, Poulsen & Stulz 1995 MM 1,41 (-1,0) 1984-1989 93 US

John & Ofek 1995 MM 1,5 (-2,0) 1986-1988 321 US

Lasfer, Sudarsanam & Taffler 1996 MAR 1,27 (-2,0) 1985-1986 142 UK

Cooney, Finn and Karl 2004 MAR 1,15 (0,+1) 1994-2000 267 AUS

Shin 2007 MM 1,00 (-1,0) 2000-2006 308 Korean

Francoeur and Niyubahwe 2009 MM 0,92 (0,+2) 1990-2000 121 Canadian

Hillier, McColgan and Werema 2009 MAR 0,745 (-1,0) 1993-2000 413 UK

Table 16 Previous event studies testing abnormal return 
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Another aspect, relating to the Dantherm case study, which could be relevant to explore is the notion 

that firms in financial distress are motivated to divest to avoid the cost of financial distress. However, 

since our sample is small compared to other samples it has not been possible to investigate the same 

relationships with only distressed firms. The sup-sample would simply be too small and therefore 

statistically not reliable. Consequently, and as firms in financial distress will be incorporated in the 

cluster consisting of financially worse performers, we settle with the financially worse performers as 

proxy for financial motivated sell-offs. We set up the following hypotheses: 

Hypothesis 2a: The cumulative abnormal return will be significantly different if the main mo-

tive behind the asset divestiture is poor financial performance. 

Hypothesis 2b: The cumulative abnormal return will be significantly different if the divestiture 

is carried out by financially healthy firms. 

Earlier empirical studies have found contradicting results on this matter. Lasfer et al. (1996) found 

that sell-offs by financially distressed/unhealthy companies generate significant higher value than 

those by financial healthy sellers. The reasoning is as we stated in section 3.2.3 that since capital is 

limited from external sources, sell-offs are the only option for financially distressed or unhealthy 

firms to raise capital. Therefore shareholders will reward the company accordingly. Also financially 

poor performing firms might therefore already be traded rather low due to the uncertainty about the 

firm growth prospects.  It seems reasonable that this can explain a large percentage increase in the 

stock price. In contradiction, Alexandrou & Sudarsanam (2001) and Francoeur & Niyubahwe (2009) 

find that financially healthy companies generate significant higher returns than financially poor firms. 

Their argumentation is based on the assumptions that financially strong sellers have higher bargain-

ing power and is therefore able to negotiate a higher sales price. Further it is argued that financially 

healthy firms divest as a part of a business strategy that indicates higher growth opportunities.  

5.1.3 External factors – The effect of the financial crisis  

As noted in the cross case conclusion, section 4.4, both Dantherm and Danisco were affected by 

changes in the external environment. For Dantherm external factors were found to be the conse-

quential effects of the financial crisis. Dantherm seemed to be more severely affected by external 

changes than Danisco. This makes it relevant to explore whether an extensive macroeconomic event 

like the latest financial crisis influenced the value of asset divestments. We state the hypothesis as: 

Hypothesis 3: The cumulative abnormal return will be significantly different if the asset di-

vestiture was conducted during the latest financial crisis. 
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We found no other empirical studies that directly investigate the latest economic crisis. However 

Kaiser and Stouraitis (2001) found evidence in a UK sample that abnormal return from divestitures 

decrease during a recession period, though the result was not significant. On the other hand, 

Alexandrou & Sudarsanam (2001) also investigating UK divestitures and found a significant higher 

abnormal return for divestments during recessions. They argue that the reason for higher returns 

during recessions are that firms to a larger extend restructure needed activities due to external pres-

sure from e.g. shareholders or debt holders. In upturn periods strategic misfit and inefficiencies can 

be masked by strong performance in other divisions in a firm’s portfolio. But the need simply be-

comes more obvious and therefore the pressure from stakeholders to divest increases during down-

turn periods. Based on these previous results and reasoning’s we would expect that divestment dur-

ing the latest financial crisis creates significantly higher returns. 

5.2 Data Collection 

The first step in the process of making the event study is data collection and identifying the events of 

interests. The event date is the company announcement day where information about the sell-off 

event is published. The following section introduces the total sample and secondly we will introduce 

the sub samples necessary to test the hypotheses. 

5.2.1 Total sample 

It is important for the reliability and validity of the event study that the financial market data and the 

sample of events are obtained and selected carefully from reliable sources. The Financial database 

ZEPHYR is used to collect the portfolio of divestment events. DATASTREAM and ORBIS are used to 

retrieve stock prices, indices and firm specific factors that are not included in the ZEPHYR database.   

The sample only includes vendor companies from Denmark, Sweden and Finland. However, the ac-

quiring firm can be of any nationality. Hence the sample consists of both local transactions (deals 

between two Nordic firms) and cross-border transactions (Nordic vendor and an international ac-

quirer). We exclude events where the vendor company is in a financial industry. Appendix 7 show 

which precise selection criteria’s that were applied.  

Based on the selection criterions the database returns 292 deals. However, it is noted that the data-

base return errors that are not aligned with the search criteria’s. Each event was therefore examined 

manually to ensure validity. The final portfolio consists of 129 deals. See appendix 8 for a complete 

list of the divestiture sample. 
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5.2.2 Subsample 1:  Financially poor performing firms 

Relating to hypothesis 2a this section discusses how we identify firms in a poor financial state. Other 

researchers have used several different methods when identifying subsamples of poor performing 

firms that divest for financial reasons. Francoeur & Niyubahwe (2009) and Hilier et. al. (2009), used 

news and company announcements to determine the motive behind the divestment. However we 

argue that this is a very biased indicator as company announcements are the firms’ own statement 

and firms presumably have incentive to shade the underlining motives for divesting. Another ap-

proach is to use financial data. Cooney et al. (2004) collected various ratios encountering debt ratios, 

current ratio and performance measures. Denis and Kruse (2000) indentified poorly performing firms 

by measuring whether firms experience a substantial decline in the multiple; operating performance 

to total assets. Furthermore, Alexandrou and Sudarsanam (2001) measured the financial health of 

the firm by using Z score43.  

Due to the inconsistency in past research methods we find it relevant to develop our own rating sys-

tem to identify poor performers. 

5.2.2.1 Rating system 

The rating system is composed of six different parameters that treat different characteristics. Each 

parameter is chosen based on past research, data availability and the knowledge developed in the 

case studies. To ensure high validity the rating system consists of both qualitative and quantitative 

measures. The parameters chosen are: 1) news announcements, 2) net income, 3) return on assets 4) 

current ratio 5) debt ratio and 6) a declining EBITDA margin. All measures are weighted equally in the 

total rating. It is important to note that it is the combination of the various parameters that classifies 

a firm as having poor financial condition. E.g. high debt ratio alone is not considered critical for the 

financial state of the firm, but combined with negative net income and low current ratio it can entail 

a critical financial state. 

To ensure a proper classification, and to identify the worst performers in our sample, we set up crite-

ria’s for a poor performer compared to its industry for all the quantitative measures. This is done to 

take into account that differences in parameters can be seen as industry specific characteristics.  

Each quantitative measure is calculated using accounting data from the latest fiscal year published 

prior to divestment. Industry data is collected from Bloomberg using the S&P Europe GICS44 level 2 

industry indices. The list of GICS codes is available in appendix 9. It is acknowledged that using GICS 

                                                           
43

Z score was developed by Altman (1968) to determine the likelihood of bankruptcy. The Z score
43

 is a combination of 
multiple ratios including cash flow ratios, profitability ratios, current ratio and ratio measuring capital structure and credit 
risk 
44

 GICS (Global Industry Classification Standard) developed in 1999 by Standard & Poor’s and MSCI/Barra. 
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level 3 or 4 would be an advantage for more focused firms, since some financial ratios will differ. 

However, many of the companies will then operate in more than one industry. Further as the index 

consists of relative few companies, large companies would have a relative high weight in the index 

which decreases validity. It is therefore believed that the applied industry index best reflects the 

company’s risk and structure. Appendix 17, the disclosed CD contains the development of the rating 

system and the industry benchmark. We now move on to discuss the 6 parameters:   

1) Negative net income  

As demonstrated in Dantherm’s case, negative income is a powerful indicator of a poor financial 

condition. Lang et al. (1995) also use the same indicator. 34 firms in our total sample have a negative 

income the year prior to divestment: 

Criteria 1: Net income < 0 

2) Current ratio45   

Current ratio is a very useful benchmark as a measure of liquidity. Cooney et al. (2004) also use cur-

rent ratio as a determinant of financial distress. Usually current ratios below 1 are considered a 

warning sign (Subramanyam & Wild, 2009). However analyzing the various industries show that some 

industries on average have current ratios around and even lower than one e.g. the telecommunica-

tion Industry  over an eight year period (2003-2010) had a current ratio of 0,75 on average. Therefore 

it does not seem reasonable to use this rule. Instead we compare the industry current ratio against 

the company’s current ratio the year prior to the event, and apply a 0,8 criteria to only include 

events where the vendor firms current ratio is notable lower than the benchmark: 

Criteria 2: Current ratio (firm) / Current ratio (industry) < 0.8 

24 events in our total sample have a current ratio lower than the set criterion. In total, 46 firms have 

a lower current ratio than its industry. 

3) Debt ratio46   

Debt ratio is a well recognized measure of the company’s capital structure (Subramanyam & Wild, 

2009) and all studies investigating poor financial performance uses at least one measure of capital 

structure. It should however be noted as the trade-off theory explored in section 3.2.3; it may not be 

critical for firms to uphold a high debt ratio and that target debt ratios may vary from firm to firm. To 

give an indication of whether the firms might be to highly leveraged, we compare the firms’ debt 
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 Current ratio = current assets /current liabilities 
46

  Debt ratio = Total Debt  / Total Equity  
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ratios with the industry average. A better measure of leverage would be the gearing ratio (interest 

bearing debt /EBITDA) as this measure only includes interest bearing debt, which is believed to be 

the most important measure for credit institutions when they assess credit risk. It was however not 

possible to find a consistent industry measure for interest bearing debt covering the whole period. 

Therefore we use total debt,. To compensate we chose to set a relative high criterion for the debt 

ratio. In general we find that the sample has a much higher debt ratio than its industry. To only in-

clude the most levered companies the following criteria is applied. 

Criteria 3: Debt ratio (firm) / Debt ratio (industry) > 1.75 

81 events in our sample have a higher debt ratio than the set criterion. In total, 112 events have a 

higher debt ratio than its industry prior to divestment.  

4) Declining performance – negative trend in EBITDA 

Several researchers,  including Lang et. al (1995) have identified divesting firms to be poor perfor-

mers for a longer period before the event. We identify a poor performer as a company that has had 

decreasing EBITDA margins for at least three proceeding years prior to divestment. EBITDA47 is used 

opposed to pretax profits as EBITDA excludes non-current items as depreciations and amortizations, 

and therefore focus on the profitability of the company’s operations. To eliminate industry trends we 

compared these results to the industry by making a trend analysis of the industries EBITDA margins. 

However no contradicting results are found between the identified events and its industry: 

Criteria 4: Growth EBITDA margin (-1) < Growth EBITDA margin (-2) < Growth EBITDA margin (-3) 

In total 14 firms in the sample show declining performance.  

5) Return on total assets48  

Inspired by Denis and Kruse (2002) we use return on assets before tax as a measure of operating 

efficiency and utilization of assets. It turns out that the samples ROA’s are considerably below the 

industry averages. We therefore set a very low criterion to identify the firms with the lowest return 

on assets relative to its industry: 

Criteria 5: ROA (firm)/ROA (industry) < 0.6 
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 Reported EBITDA is used, which means EBITDA excludes special items. 
48

 ROA = Net income after tax / Average assets 
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Despite the low criteria, 55 firms in our sample is characterized as poor performers using this meas-

ure only. In total, 77 firms have a lower return on assets than its industry the year prior to divest-

ment.  

6) News (Company announcements) 

The last selection criterion is public press announcements. This method is the most common among 

researchers. The analysis was conducted by systematically going through the press releases relating 

to each divestment event in the sample:  

Criteria 6: Company announcement must state that the divestment was financially motivated 

In 38 of the announcement no reason was stated. Moreover in 14 cases it was very difficult to de-

termine whether the actual motivation behind the divestment was financial or strategic. This must 

be seen as an important critique of the method used in other studies. Only 10 events were confident-

ly categorized as financial motivates divestments. 68 events were categorized to be strategic moti-

vated. 

5.2.2.2 Final subsample 1:  Financially poor performing firms 

The rating system consists of 6 parameters, why the maximum points an event can get is 6. However 

no events get maximum points. 6 events get 5 points and another 6 events get 4 points. Additionally 

16 events get 3 points. The top rated event leaves a subsample of 32 events that we categorize as 

motivated by poor financial conditions. A list of all subsamples and ratings is found in appendix 10. 

5.2.3. Subsample 2: Financially healthy firms 

Recall from the development of hypothesis 2b we presumed that looking at only financially healthy 

firms we will capture firms divesting based on strategic motives. Consequently and based on the 

above developed rating system, we define a financially healthy firm as a firm obtaining zero points, 

which is the case for 32 events in the total sample (appendix 10). 

5.2.4. Subsample 3: Firms divesting during the financial crisis 

To explore hypothesis 3 it is necessary to divide the sample into two subsamples capturing divest-

ments characterized as being made before/after and under the latest economic crisis.  

It is well accepted that the financial crisis was accelerated by the subprime crisis and the crack of 

Lehman Brothers in US in September 2008. A special characteristic of this crisis was the server liquidi-

ty crisis or credit crunch49  (Brunnermeier, 2009). The lending market collapsed and firms expe-
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 A credit crunch is a sudden tightening of the loan market making it difficult to obtain a loan or receive credit. A credit 
crunch reduces the availability of credit and is independent of how official interest rates fluctuate. Consequently the rela-
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rienced difficulties borrowing for new investments or even extending current loans. An influential 

factor on firms divesting during the late 2000 financial crisis, was therefore access to liquidity.  

Kaiser & Stouraitis (2001) and Alexandrou & Sudarsanam (2001) in their studies used GDP as an 

indicator of when the economic downturn occurred. We also find GDP relevant as it is the most 

common macroeconomic measure. However we also find it relevant to use the export of goods and 

services as it is a broad indicator of the countries international corporate competitiveness. As inter-

national competitiveness is a god indicator of whether the countries businesses is regaining competi-

tive strength and hence recovering from the effects from the economic downturn. The disadvantage 

of using this measure is that it is an average why some firms and industries may have recovered fast-

er and the measure is not seen in comparison to how fast other countries recovered. 

Appendix 11 illustrates the change in GDP for the Danish, Finnish and Swedish market. The graph 

illustrates that the decline in GPD growth occurred in different time periods in the three countries. 

However from 2nd quarter 2008 until 2nd quarter 2009 all three countries had diminishing GDP 

growth. Further GDP did not normalize in any of the three countries before 1st quarter 2010.  

Further appendix 11 illustrates that Finland, Sweden and Denmark all experienced a steep downturn 

in export of goods and services after mid 2008. Sweden was first to recover and gain international 

competitive strength after 2nd quarter 2009, Denmark followed in the 3rd quarter 2009. Finland did 

not regain strength before late 2009 and experienced a makeable decrease in export again in the 

beginning of 2010.  

Hence both GDP and the export of goods and service started to decline dramatically in 3rd quarter 

2008. Further both indicators did not reach pre crisis level until mid 2010. To ensure that we capture 

the whole effect of the financial crisis in the three countries and the recovering period, we set the 

end period after the 2nd quarter 2010. We hence define the financial crisis subsample to consist of 

firms divesting between mid 2008 (July 1st 2008) until mid 2010 (June 30st 2010). The subsample con-

tains 31 firms (appendix 10). 

5.3. Sample characteristics 

Table 17 sums the descriptive statistics of the total sample. Panel A illustrates that the deals are 

somewhat equally distributed over time, but less deals are announced in 2009. It is believed that this 

can be a result of the global financial crisis, making it difficult for companies to divest at the right 

                                                                                                                                                                                     
tionship between credit availability and the interest rate changes significantly. One financial measure used to illustrate the 
presences of a credit crunch is the TED spread( the difference between the short-term U.S: government three-month T-bill 
interest rate and the three-month interest rate on interbank loans (LIBOR)). The TED spread indicates the presences of a 
market liquidity crisis from mid 2007 to mid 2009. 
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price. Moreover firms in Denmark announced and completed considerably less divestitures than 

firms in Sweden and Finland. Panel B illustrates that the sample has a high number of firms operating 

within the industries capital goods and materials. Panel C illustrates the descriptive statistics of the 

samples accounting data.  

The financial state of the portfolio seems less attractive compared to a matched industry average 

mean. The average deal value is further significantly smaller than comparative studies from Canadian 

and UK where divestitures reports an average deal size of 610.694 MEUR in Canada and 65.935 

MEUR in UK (Francoeur & Niyubahwe, 2009), (Hillier, McColgan, & Werema, 2009).  Our sample has 

an average deal size at 1.755 MEUR. Appendix 12 illustrates all individual deal characteristics. 

Comparing relative deal size to firms’ total assets shows that in the average divestment event the 

firms divested 38 pct. of the company which is distinctly higher than the Canadian study at 18 pct. 

However, the variation in our sample is higher than the comparative studies and as these countries, 

and hence companies, in general are larger we find the differences in the sample characteristics to 

be reasonable. 

Table 17 Sample characteristics 

 

Panel A: Divestments according to vendor's country and year of announcement

Vendor Country 2004 2005 2006 2007 2008 2009 2010 Total

Denmark 4 2 1 3 3 2 5 20

Finland 13 8 8 9 6 1 6 51

Sweden 7 9 8 6 12 8 8 58

Total 24 19 17 18 21 11 19 129

Panel B: Divestments according to vendor's Industry

Industry

Food & Staples Retailing 2 Materials 24

Technology, Hardware & Equipment 11 Media 9

Automobiles and Components 1 Pharmaceuticals & Biotech 2

Capital goods 30 Retailing 2

Commercial Services and Supplies 10 Software & Services 8

Energy 4 Telecom Services 11

Food, beverage and tobacco 8 Transportation 5

Healthcare, equipment and services 2

Total 129

Panel C: Descriptive statistics

EUR (Million) Mean Median Min max

Standard 

deviation N

Deal Value 1.755         250            2                 28.941      4.493         129

Total Assets 51.261      11.606      22               466.499    87.049      129

Sales 47.407      14.127      18               533.620    85.281      129

EBITDA 7.459         1.151         (7.932)       111.572    16.535      129

Relative measures

Current ratio 1,48 1,38 0,43 7,09 0,73 129

Debt ratio 2,07 1,50 0,22 30,12 2,97 129

Deal value/total assets 0,38 0,03 0,00 15,53 0,16 129

Deal value /EBITDA 10,40 0,16 -16,02 989,24 87,69 129

Source: Own calculations and Orbis Company Data, 

Current ratio = current assets/current l iabilities, Debt ratio = Total debt /Total Equity
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5.4 Event study methodology 

This section is divided into three parts. First, the event study methodology is explored; this will in-

clude the argumentation for choice of benchmarks used in the analysis. Secondly, this section will 

explore the return models, as well as the statistical aspects behind the event study. Thirdly we dis-

cuss and test the basic assumptions behind the statistical model. 

5.4.1 The estimation period 

The purpose of the estimation period is to develop a proxy or return benchmark for the “normal” 

behavior and hence expected return of the stock price if the event had not occurred. The length of 

the estimation period should be determined such that it is long enough to lower the variance of daily 

returns to a minimum while being short enough to include only recent price changes to avoid syste-

matic risk changes (Strong, 1992). This study will use daily data as it gives a more detailed view of the 

development in stock prices. 

There are different opinions about the length of the estimation period. A study by Strong (1992) 

found that other authors have used estimation periods between 60 and 600 days. MacKinlay (1997) 

only used a 120 day estimation period. Benninga & Voetmann (2008) note, that the usual length is 

252 trading days equivalent to a calendar year. We set the estimation period to 252 trading days to 

ensure a robust result. Further the estimation period is set to end 20 trading days before the event. 

This is done to assure that the estimation period is not affected by any activities made relating to the 

divestment e.g. to avoid that return effects from rumors about the sell-off is not being incorporated 

into the “normal” return. 

5.4.2 Event window 

Next step is to define an event window. The event window is used to determine the cumulated ab-

normal return. Cumulated abnormal return (CAR) is defined as the sum of all abnormal returns in the 

event window. The event windows as a starting point is the event date, however it often includes a 

short time period before and after the event date. The advantage of using a larger event window is 

that it increases the likelihood of capturing the market’s reaction to the event as e.g. Keown & 

Pinkerton’ (1981) found that leakage of information occur, indicating that rumors in the market can 

cause abnormal returns prior to the announcement day. The argument for including days after the 

event is that the announcement can occur after the stock markets have closed why the effect is 

postponed to the following day.  A disadvantage of using a larger event window is that the market 

reaction is expected to be less distinct as it includes too many “normal” trading days.  

Since different views have been discussed, we decide to test several different event windows starting 

five days prior to announcement and ending 30 days post announcement. By testing in different 
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event windows we cover the aspects of short term abnormal return, the aspect of information lea-

kage and the stock markets interpretation of the event post announcement.  

To sum up, figure 16 illustrates the timeline used in this event study. 

Figure 16 Timeline of event study 
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5.4.3 The return model and the benchmark 

A central matter is to decide which method to use for measuring the abnormal stock return. Various 

return models have been proposed and used in scientific research (MacKinlay, 1997).  

Table 16 in section 5.1.1 listed various studies examining the value creation of divestitures. It illu-

strates that the most commonly used methods are the mean adjusted return model and the market 

model.  

Both models are based on theoretical acknowledged financial theories. The mean adjusted return 

model adjusts stock return with the mean return of the same stock calculated over a predetermined 

time period. The market model adjusts stock return with the return of a benchmark index corrected 

for alpha and beta for the stock relative to that benchmark. 

Brown & Warner ( 1985) found that both models are equally accurate in predicting abnormal returns. 

Weston et al. (2004) also found that for most cases these models yield similar results. The market 

model is the most commonly used model thus we have chosen to use this model.  

The market model requires a benchmark to determine abnormal return. Benninga & Voetmann, 

(2008) suggests that the benchmark should be a broad-based value-weighted market index or a float-

weighted market index. The benchmark should further be able to measure systematic risk in the 

market and be reliable. Also, the benchmark has to be related to the stock though not be perfectly 

correlated with that stock. We therefore have chosen to use the market index “all shares Nasdaq 

OMX Nordic” as benchmark index as this index fulfills these criteria’s. For reasons of relation, it could 

be discussed if the national OMX Indices should have been used. However due to the relative small 

size of the Nordic countries stock markets a problem can arise if an individual stock has a high weight 
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in the national index. This would lead to high correlation and thereby potentially lower abnormal 

returns than if measuring the stock against more diversified indices (Weston et al., 2004).  

5.4.4 The market model 

When assessing the abnormal return surrounding the sell-off announcements using the market mod-

el, the first step is to convert the actual stock prices into returns. A geometric rate of return is used50 

(Brown & Warner, 1985):  

1

( )it
it

it

P
R LN

P 

      (1) 

Pit: is the price of the stock i at time t.  

 

The next step is to calculate the predicted normal return; hence the return that would be expected if 

no event took place. The market model is estimated by running a regression over the days in the 

estimation period. The market model for any stock i can be expressed as (Weston et al., 2004): 

it i i mt itR R    
     (2) 

mtR : Return on the chosen market index for day t, .
 i : The sensitivity of firm I to the market 

i : Mean return over the period not explained by the market
 it : The error term 

The market model contains both a unique risk component (αi) and a systemic risk component (βi). 

The estimation of αi and βi is done using ordinary least squares (OLS) regression analysis where the 

realized returns of the stock during the estimation period are regressed against the realized returns 

of the benchmark index. The output gives the alpha and beta components which are then combined 

with the realized return of the market index during the event window, to provide the expected re-

turns of the stock for each day in the event window (Weston et al., 2004): 

ˆˆ ˆ
it i i mtR R        (3) 

ˆ
itR : is the expected return on stock i at time t 

The abnormal return can hereafter be calculated by subtract the expected return (3) from the rea-

lized return (1) using the following formula (4): 

ˆ ˆˆ( )it it i i mt it it itAR R R AR R R      
  

(4) 

ARit : abnormal return for firm i at time t e.g day 0 in the event window. 

Note that, the error term in formula (2) is hence the abnormal return calculated in formula (4). 

                                                           
 
50

 Geometric returns is used as they are both theoretically and empirically more attractive as they conform 
more easily to a normal distribution (Strong, 1992) (Jorion, 2007) 
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The average abnormal return for each relative event day t is then calculated by averaging across the 

N firms to produce the average abnormal return for the portfolio on that day:
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Finally the cumulated abnormal return (CAR) is calculated by summing all abnormal returns over the 

event window time horizon:  
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Please note, all calculations are available in appendix 17 at the disclosed CD in the back of the thesis. 

5.4.5. Statistical significance 

The next step is to verify whether CAR is significantly different from the expected mean, hence 

whether the expected portfolio return differs statistically significantly from the observed portfolio 

return. A test statistic (T-stat) calculating a J-score is used for this purpose. The J-score measures the 

number of standard errors the estimate falls from the mean (Agresti & Franklin, 2007). We use the 

test statistic that assumes the mean return is zero, when testing the entire sample (MacKinlay, 

1997): 
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When analyzing the subsamples against the residual subsamples we test whether the mean return in 

the two samples are significantly different. We use the test statistic (Sicherman & Pettway, 1992): 
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Ti: number of days in interval i  Sp: The pooled estimate of each group’s standard deviation 

Since the portfolio return can be both positive and negative we test on a two-tailed probability. We 

reject a hypothesis when the p value is less than or equal to the pre-selected significance level. In 

other words we reject a hypothesis if the t-stat value is larger than the corresponding t-distribution 

table value for the chosen confidence level (Agresti & Franklin, 2007). 

5.4.6 Confidence level and criteria for interpretation of results 

The confidence level sets the condition for interpreting the result of the t-statistics. Due to sampling 

variability, decisions in significance tests always have some uncertainty. Choosing a too low confi-

dence level we risk rejecting a true hypothesis (Type 1 error), and choosing a too high level we risk 

reducing the so called “power” of the statistical test thus accepting a false hypothesis (Type 2 error).  
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Normally a 95 percent confidence level is used as the choice is a trade-off between type 1 and type 2 

errors. Hence, we decide to apply the 95 percent confidence level as the criteria for interpreting our 

results. A 95% confidence level is equivalent to a 5% significance level (p = 0,05)51 (Agresti & Franklin, 

2007). The p-value can be an either single tailed or two tailed depending on whether the alternative 

hypothesis is one sided or two sided. Since the portfolio return can be both positive and negative we 

test on a two-tailed probability.  

The criteria, for interpreting our result is thus; we reject a hypothesis when the p value is less than or 

equal to 0,05. It is also formulated as:  we reject a hypothesis if the t-stat value is larger than the 

corresponding table value at a 95% confidence level (Agresti & Franklin, 2007). It is referred to ap-

pendix 13 for exact T-values at a 95% confidence level52.  

Researcher often display results in different confidence levels, allowing the readers to interpret the 

findings according to need and belief (Agresti & Franklin, 2007). We will accordingly, display both a 

90 percent (p = 0,10) and 99 percent (p = 0,01) confidence level for illustrative purposes. 

5.4.7 Tests of assumptions behind CAR and T- stats 

When making statistical analysis, it is relevant to test the goodness-of-fit of our statistical model. 

When conducting regression analyses on time series data three basic assumptions are present which 

are relevant to explore (Wooldridge, 2006): 

1. The sample distribution is normal   

2. The variance of the residuals from the regression model are independent and constant (no 

heteroskedasticity)     var (I) =
2 

3. No serial correlation meaning that the errors in the different time periods must be uncorre-

lated (no autocorrelation)    Corr (I, j ) = 0 

To test our sample for normality we use the Jarque-Bera (JB) test and test on a 95% percent confi-

dence level53 (Jorion, 2007). The result is displayed in appendix 13. Only the subsample 3 consisting 

of  divestments during the crisis passes the JB test meaning that we cannot reject that subsample 3 

normally distributed. None of the other subsamples passes the JB test, which means that we can 

reject the other samples as normally distributed. However, as appendix 13 also illustrates the total 

                                                           
51

 The significant level is relevant as the t-stat value is converted into a p-value through a t-distribution. When the p value is 
small the significance test indicates that the hypothesized value is not possible (Agresti & Franklin, 2007).  
52

 The t-distribution depends on degrees of freedom in the sample hence the sample/sub sample size determines the crite-
ria for interpretation of the results. (Agresti & Franklin, 2007) 
53
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JB is compared to a chi-squared distribution with two degrees of freedom. The cut-off value is 5,99 at 95 % confidence level.  
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sample approximately looks like a bell curve though skewed to the right and with very long tails. It 

indicates that the actual mean return can be biased towards the median. Studies have shown that 

violating the normality assumption is not crucial as long as the sample size is large, more than 30 

observations, and a two sided confidence interval are applied (Agresti & Franklin, 2007). However, 

the results must be analyzed with caution when we proceed and we acknowledge that the robust-

ness of our analysis has weakened.  

Heteroscedasticity can indicate that the regression model has not reduced sample variance to a min-

imum, and the model can thus be criticized. We analyze the presence of heteroscedasticity through a 

plot of the stocks residuals. Appendix 14 display a number of random plots to illustrate the result, 

however all residual plots have been analyzed manually. Based on the residual plots we find no sys-

tematic patterns and we therefore conclude that heteroscedasticity is not of concern. 

Time series dependence can result in biased variances due to autocorrelation. To test for autocorre-

lation the Durbin-Watson test was conducted54. We must then compare the result of each event to 

an  upper and lower level of critical values found in a Durbin-Watsons Significance Table (Savin & 

White, 1977) using a 5% significance level(equaling a 95% confidence level). Appendix 15 sums the 

result. In 12 events we cannot reject the presence of serial correlation. However, since only a small 

fraction of the total sample indicates serial correlation, the findings are not believed to have a signifi-

cant influence on the results. In support Brown and Warner (1985) found that if using daily returns 

the overall test results yield similar result independently of an adjustment to autocorrelation. Based 

on this we choose to accept these findings as our analysis is similar, and we find autocorrelation not 

of concern. 

5.5 Event study results and statistical output 

In the following section the results of the event study is presented. The section is divided into three 

main parts testing the hypotheses stated in section 5.1.  

5.5.1 Hypothesis 1 - abnormal return 

Hypothesis 1 stated that the cumulative abnormal return will be significantly different from zero. 

Panel A and B in figure 17 reports the result of the analysis. 

Panel A illustrates that all event windows generate a positive abnormal return. However, only the 

first five windows are statistical significant on at least a 5% level. The total sample CAR on the an-
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nouncement date (T = 0) is positive 1,78%. A similar result is obtained using a two day event window 

(T = -1 - 0). Increasing the event window to consist of seven days around the announcement day (T = 

-3 - +3) increase the abnormal return to 2,03%.  

Comparing this study to related studies, illustrated in table 16 section 5.1.1, we report a slightly 

higher level of abnormal return. In this study, in a two day event window (T=-1 -0) we observe CAR at 

1,80% where other studies reports CAR between 0,75% and 1,73% in a similar event window. 

Figure 17 Results: Hypothesis 1 

 

In all, we find evidence that the cumulative abnormal return around the announcement day is posi-

tive and statistical significant. As a result we reject that CAR is zero around announcement day. 

Panel B illustrates how CAR and daily abnormal returns fluctuates from 20 days prior to announce-

ment to 90 days after. It is relevant to illustrate the development in CAR over a longer time horizon 

to explore the value creation from divestments in the long run. It should be noted that CAR for the 

period is not significant.  

The figure illustrates that the continuously increase in CAR already starts 5 days prior to the an-

nouncement. It indicates that the market leaks information (rumors) before the official announce-

ment date. 

Panel A

Event window (T) 0  -1 - 0  -1 - +1  -3 - +3  -5 - +5  -1 + 5  -1 + 15  -1 + 30
Days in event window 1 2 3 7 11 7 17 32

CAR 1.78% 1.80% 1.50% 2.03% 1.56% 0.73% 0.35% 1.23%

Variance 5.5E-06 1.7E-05 1.7E-05 3.9E-05 6.3E-05 6.1E-05 9.9E-05 2.0E-04

T - stat **7.60 **4.41 **3.68 **3.23 *1.98 0.93 0.35 0.87

*Signi ficant at a  five pct. level , **s igni ficant at a  one pct. level

Source: Author's own creation

Panel B

Source: Author's own creation
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The figure further clearly illustrates the abnormal return on the announcement date. Hereafter the 

announcement effect appears to diminish already from the first trading day post the announcement. 

However, looking ahead the figure indicates the abnormal return then steadies at a higher level than 

prior to the event, indicating that divestments are value crating around the announcement day  

5.5.1.1 Abnormal return: Danisco and Dantherm 

We will now look at CAR relating to the two case studies. Figure 18 illustrates how CAR developed for 

Danisco and Dantherm around the event date. 

Figure 18 CAR Dantherm and Danisco 

  

It should be noted that the result is not significant on any level for either Dantherm or Danisco. This 

is however not expected due to the long event window and as we only track one stock the variance is 

high. As when pooling stocks, like in the portfolio, the variance will be lowered as unsystematic risk is 

decreased. Keeping this in mind figure 18 illustrates that Dantherm’s CAR around the announcement 

date is very high compared to Danisco. However, both prior and post the announcement Dantherm’s 

CAR is below the expected return. In the long run, Dantherm’s return increases but then decreases to 

the same level as prior to the divestment. It indicates that Dantherm’s divestment of Filtration was 

only value creating around the day of announcement; however the effect vanished in the longer time 

horizon. Opposite, Danisco’s CAR on a longer time horizon had a makeable upturn. 

Dantherm’s financial analysis (section 4.3.2) illustrated that Dantherm both prior and post the event 

was in poor financial condition. The CAR observed around the event date indicates that the market 

reacts positive to the divestment, presumable due to a reduction in the costs of financial distress. In 

section 4.3.4, we also found no indication of that the divestment event created long term value. 

Source: Author's own creation
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In Danisco’s case the market initial reaction was not as positively compared to Dantherms’ case. We 

found two plausible reasons for this reaction. First, shareholders already expect Danisco to sell off 

Sugar, and the divestment effect is therefore already incorporated in the price. Thus there is no “sur-

prising” factor in the announcement. Second, it is reasonable to assume that Danisco’s stock was 

already valued relatively higher than Dantherm’s stock, due to their respective financial and strategic 

positions.  This explains the smaller positive CAR for Danisco around the event date.  

Further the result support that as Danisco’s divestment was motivated by sound strategic reasoning 

it is reasonable to assume that Danisco’s divestment would result in a higher/larger value creation on 

the long term. Overall the different development in CAR for the two firms seems reasonable when 

relating the result to the findings in chapter 4. 

5.5.2 Hypotheses 2 – Divestments by financially poor and healthy firms 

This section explores the hypotheses 2a and 2b: whether financially poor performing firms and finan-

cially healthy firms generate significant different cumulative abnormal returns than the respective 

residual subsamples.  

5.5.2.1 Hypotheses 2a – Divestments by firms in poor financial condition  

Panel A in figure 19 illustrates that both the poor performing firms and the residual cluster generate 

significantly positive abnormal returns in the event windows closest to the announcement day (T = 0; 

T =- 1,0; T = -1,+1). However, the poor performing firms have a higher CAR on 3,3% compared to the 

residual cluster CAR on 1,3% at event window T=0. The two clusters are thus significantly different at 

a 5%-level. No significant differences in the results are found between the two clusters CAR for none 

of the other event windows.  

In all, we reject that the two clusters’ cumulative abnormal returns are the same at the day of the 

announcement. Further, we cannot reject that the two clusters’ CAR are different in other event 

windows. 

Panel B in figure 19 illustrates the development in the two clusters cumulative abnormal return. The 

financial poor performing clusters CAR is clearly more volatile both pre and post the announcement, 

than the residual cluster. We observe a trend where the poor performing firms generate higher ab-

normal return in the longer event windows. This result is contradicting the results found in section 

5.5.1.1 (analysis of Dantherm and Danisco though event study) and the case studies, arguing that 

non-financially poor firms generate higher abnormal return in the long run. However as noted the 

result is not statistical significant, meaning that no general conclusions can be drawn. 



5. Value Creation  

91 
 

Panel B also illustrates that post the announcement we observe diminishing abnormal returns. 

Meaning, the market reacts heavy the day of announcement for the cluster consisting of firms in 

poor financial condition. It seems reasonable that information like this have a “surprising” effect 

which the market quickly response to. The result indicates that rumors in the market are less diffuse 

when firms divest due to poor financial performance. 

Figure 19 Results: Hypothesis 2a 

 

Overall the result supports Lasfer et al. (1996) findings that divestments by poor performing firms 

create higher abnormal returns due to the decrease in the cost of financial distress. Further, a theo-

retical explanation, explored in section 5.1.2, is that divestments by poor performing firms may be 

traded lower than the peer group due to years decreasing performance. A small increase in stock 

price can therefore result in a large percentage increase. 

5.5.2.2 Hypotheses 2b– Divestments by firms in healthy financial condition 

Panel A in figure 20 illustrates that both divestments by financially healthy firms and divestments by 

the residual firms generate positive and significant CAR up to a seven day event window. In every 

event window CAR for the two clusters is somewhat close; though healthy firms have higher CAR 

Panel A

Event window 0  -1 - 0  -1 - +1  -3 - +3  -5 - +5  -1 + 5  -1 + 15  -1 + 30

Days in event window 1 2 3 7 11 7 17 32

Cluster 1: Divestments by firms in poor financial conditions

CAR 3,26% 2,83% 1,80% 1,44% 0,43% -0,09% -0,57% 3,69%

Varians 3,7E-05 7,3E-05 1,1E-04 2,6E-04 4,2E-04 4,1E-04 6,6E-04 1,3E-03

T - stat **5.40 **3.31 ***1.72 0,89 0,21 -0,05 -0,22 1,02

Cluster 2: Residual divestments

CAR 1,27% 1,44% 1,41% 2,27% 1,92% 0,98% 0,71% 0,41%

Varians 5,7E-06 1,2E-05 1,7E-05 4,1E-05 6,5E-05 6,4E-05 1,0E-04 2,1E-04

T - stat **5.30 **4.25 **3.40 **3.55 ***2.37 1,22 0,69 0,29

Cluster 1 versus cluster 2

T-stat **3.07 1,51 0,40 -0,62 -0,91 -0,65 -0,63 1,17

* Signi ficant at a  five pct. level , **s igni ficant at a  one pct. level  ***s igni ficant at a  ten pct. level , 

Source: Author's own creation

Panel B

Source: Author's own creation
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using small event windows. Consequently, no significant differences in CAR for the two clusters are 

found for any of the event windows tested. 

Figure 20 Results: Hypothesis 2b 

 

Moreover, panel B in figure 20, show that both clusters experience a similar development in CAR and 

are flattening out after the announcement at a higher level than before the announcement. The ten-

dency is very similar to the overall sample. The financially healthy firms, however, is flattening out at 

a slightly higher level than the residual cluster, but again no statistical significant evidence is found 

that either cluster outperforms the other. 

In all, we cannot reject that financially healthy firms generate similar abnormal returns as the resi-

dual firms in our portfolio. We therefore do not find evidence in support of hypothesis 2b. Also, we 

do not find evidence in support of Alexandrou & Sudarsanam (2001) and Francoeur & Niyubahwe 

(2009) studies which argue that financially sound firms generate higher abnormal returns due to 

higher bargaining power. 

Panel A

Event window 0  -1 - 0  -1 - +1  -3 - +3  -5 - +5  -1 + 5  -1 + 15  -1 + 30

Days in event window 1 2 3 7 11 7 17 32

Cluster 1: Divestments by financially healthy firms

CAR 1,91% 1,95% 1,59% 1,71% 1,32% 1,20% 1,41% 1,45%

Variance 1,4E-05 2,9E-05 4,4E-05 1,0E-04 1,6E-04 1,6E-04 2,6E-04 5,2E-04

T - stat **5.02 **3.62 **2.41 1.68 1,02 0,95 0,87 0,63

Cluster 2: Residual divestments

CAR 1,73% 1,73% 1,44% 2,14% 1,63% 0,56% 0,01% 1,20%

Variance 8,1E-06 1,6E-05 2,5E-05 5,8E-05 9,3E-05 9,0E-05 1,5E-04 2,9E-04

T - stat **6.08 **4.29 **2.91 **2.81 ***1.69 0,59 0,01 0,70

Cluster 1 versus cluster 2

T-stat 0,36 0,32 0,20 -0,43 -0,26 0,53 0,95 0,12

* Signi ficant at a  five pct. level , **s igni ficant at a  one pct. level  ***s igni ficant at a  ten pct. level , 

Source: Author's own creation

Panel B

Source: Author's own creation
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A reason for the conflicting results can be the fact that we divide the clusters according to different 

methods. Francoeur & Niyubahwe (2009) used news and press releases for categorization and Alex-

androu & Sudarsanam (2001) used Altmans Z-score, where we use a rating system. As a result we 

may not test a cluster of events with similar characteristics. A firms’ bargaining power would poten-

tially be better captured by identifying firms with the highest growth opportunities or firms with the 

best strategic fit, rather than through a firm’s financial position.  

5.5.3 Hypothesis 3– Financial crisis  

The third hypothesis explores whether an extensive change in form of a financial crisis has an impact 

on the value creation from divestments. The sample was divided into two clusters based on whether 

the sell-off was conducted during the financial crisis between mid 2008 and mid 2010.  

Panel A in figure 21 illustrates that divestments carried out under the financial crisis had a statistical 

significant higher CAR of 3,4% (T = 0) compared to the residual cluster CAR on 1,2% on the day of 

announcement. Both CAR’s are significant at a 5%-level, and the CAR’s are further significantly differ-

ent on the announcement date. Additionally, the 11 day event window and the 32 day event window 

also reports significantly different CAR’s for the two clusters. As a result we rejects that the two clus-

ters have similar CAR the day of announcement. Panel B in figure 21 illustrates the differences in CAR 

for the two clusters. 

Firm’s that divested during the latest financial crisis clearly generated a more positive response from 

the market than under more “normal” market conditions. The graph further indicates that the firms 

divesting during the crisis continue to generate an increasing CAR up to 30 days after the announce-

ment. In contrast, the residual clusters’ CARs diminish shortly after the sell-off.  

Unexpectedly the 32 day event window show a significant difference in the two clusters CAR. There-

fore it is important to note that the result can be influenced of several other events affecting the 

stocks positively after the announcement. Moreover, since most of our firms in cluster 1, are divest-

ing in late 2009 or 2010, the estimation period is based on the recession period mid 2008 and for-

ward (252 trading days starting 20 days prior to announcement). It means that the expected return is 

calculated mainly from a benchmark which is declining; where the divestments are carried out in the 

recovering period where the market is regaining strength. Consequently the estimation period used 

to calculate the expected return during the financial crisis can be less accurate and the result can be 

more extreme than in normal conditions. The result must thus be interpreted with caution. 
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Figure 21 Results: Hypothesis 3 

 

Panel B, further indicates that similar to firms divesting with financial motives, the “surprising” effect 

on the day of announcement is really high, as no abnormal return before the announcement is de-

tected.  

It must be noted that only eight events in the cluster of firms divesting during the financial crises, is 

the same as the firms classified as financially poor performers, when we tested hypothesis 2b. As a 

result, the financially poor performing firms are not dominating this analysis. It means that the signif-

icant abnormal return cannot be assigned to the financially poor performing firms.  

Compared to prior research this result supports Alexandrou & Sudarsanam (2001) findings that firms 

divesting under recession generate higher returns. This is also in line with the case study finding indi-

cating that Dantherm’s divestment was a financial necessity as they had not made efficient decision 

and taken the needed precautions prior to the financial crises.  We find this result reasonable as it 

Panel A

Event window 0  -1 - 0  -1 - +1  -3 - +3  -5 - +5  -1 + 5  -1 + 15  -1 + 30

Days in event window 1 2 3 7 11 7 17 32

Cluster 1: Divestments by firms during the financial crisis

CAR 3,42% 2,55% 2,21% 4,19% 4,73% 2,93% 3,16% 7,19%

Varians 5,0E-05 1,0E-04 1,5E-04 3,5E-04 5,7E-04 5,5E-04 8,9E-04 1,8E-03

T - stat **4,86 **2,56 ***1,81 *2,23 ***1,99 1,25 1,06 1,70

Cluster 2: Residual divestments

CAR 1,23% 1,50% 1,17% 1,31% 0,49% 0,01% -0,57% -0,58%

Varians 4,5E-06 9,1E-06 1,4E-05 3,3E-05 5,2E-05 5,1E-05 8,2E-05 1,6E-04

T - stat **5,75 **4,97 **3,17 **2,29 0,69 0,01 -0,62 -0,46

Cluster 1 versus cluster 2

T-stat **2,98 1,01 0,94 ***1,90 *2.30 1,56 1,63 **2,46

* Signi ficant at a  five pct. level , **s igni ficant at a  one pct. level  ***s igni ficant at a  ten pct. level , 

Source: Author's own creation

Panel B

Source: Author's own creation
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seems likely that shareholders and stakeholders under economic downturn become more aware of 

the development in the market and the need for divestments.   

Finally, the financing hypothesis explored in section 3.2.4 provides one explanation of the positive 

stock market reaction during the crises. It is reasonable that firms which are able to gain access to 

capital, during a credit crunch, will be valued higher than in “normal” times as it allow these firms to 

explore growth opportunities which other firms may be restricted from55.   

The case studies illustrated that Dantherm’s operations and industry in general was more sensitive 

towards the economic downturn than the case of Danisco. An explanation is that Dantherm operates 

in a more cyclical industry. Revenues are thus generally higher in periods of general economic upturn 

and lower in periods of economic downturn. Research has also found that cyclical firms are more 

affected by an economic downturn (MSCI Barra Research, 2009), why it is reasonable to assume that 

they will have a higher tendency to show diminished financial strength during a crisis. Relating this to 

the results found when testing hypothesis 2a, it seems reasonable that the market will react more 

positively when cyclical firms divest during an economic crises. Appendix 16 shows that 19 out of 31 

events were carried out by firms operating in a cyclical industry which is believed to be an explana-

tion of the significant result. It would be interesting to explore whether there is a significant statistic-

al difference between cyclical and non-cyclical firms during the crisis, however as the 1st cluster (sup 

sample 3) only consists of 31 events in total it have not been possible to divide the cluster even fur-

ther to test this relationship56. Alexandrou & Sudarsanam (2001) conducted a similar study and found 

a significant relationship between cyclicality and return during a recession. 

5.6 Discussion of the results found 

Some of the long term trends observed in the event study shows opposing results compared to the 

conclusions drawn in the case studies. 

We found that financially healthy firms do not create higher statistical significant abnormal returns 

compared to a residual cluster and that financially poor performing firms do create higher statistical 

significant abnormal return around the announcement day. Though the results as expected were not 

statistically significant, the trend for CAR was similar in a 30 day event window in both tests. 

Based on these results one could draw the conclusion that divestments from firms in poor financial 

state, in general generate higher returns than divestments from financially sound firms. However, 

the case studies indicated the opposite. The Dantherm case study indicated that value generated 

                                                           
55

 Firms might not be able to obtain the fair market value on the asset being divested, but on the other hand firms are then 
able to buy assets below normal market price which is more value creating. 
56

 It refers to, for a sample to be statistical robust it must contain at least 30 observations (Agresti & Franklin, 2007). 
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from firms in poor financial conditions was concentrated around the short term effect of a decrease 

in cost of financial distress. In the Danisco case study we argued that financially sound firms mainly 

divest to improve their strategic fit which most likely leads to improved market conditions and long 

term value creation. 

 As a result the initial market response to a divestment, measured through the event study metho-

dology, does not seem to reflect the post divestment value creation. We find that these contradicting 

results may be explained by the complexity related to the motivation for divestments. In chapter 4 

we found that several interacting factors motivated firms to divest. Therefore we argue that a di-

vestment of an asset cannot be seen as just one event but must instead be seen as a string of mul-

tiple events and impacts. It further seems likely that the market will react every time each of these 

small events occurs and that the long term value creation cannot be captured solely by exploring the 

market’s reaction to a single event.  

However the event study methodology is constructed to evaluate performance in a short event win-

dow around the announcement day. The results therefore conclude on the markets initial reaction to 

the announcement, and thus do not incorporate information (if any) related to the divestment be-

fore or after the frame of the event window.  

It supports the reasoning that the markets initial reaction may not correspond to the value creation 

expected in the long run as many events influence the firm constantly. 

Overall we however find the event study methodology useful to capture the market’s reaction to the 

divestment event. The results found above imply that the method is useful for evaluating differences 

in shareholder value creation depending on the underlying motives. Our results illustrate that the 

value generated do depend on these motives. Further the results illustrate, that the latest financial 

crisis affected value generation from divestments through changed market conditions.  

5.7 Sub conclusion – event study 

Testing the goodness-of-fit illustrate that our sample of divestiture events does not perfectly fit the 

model, though the fit is believed to be adequate to draw holistic conclusions. 

When analyzing a sample of 129 Nordic divestitures we found a positive statistical significant cumu-

lated abnormal return around the announcement day of the divestment. We therefore conclude that 

the stock markets initial responses to divestment announcements are positive.  
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Testing the last three hypotheses we find that the motives behind divestitures and market condi-

tions, do affect the markets initial response to a divestiture announcement. We tested both the dif-

ferences in the divesting firms financial conditions and the financial crisis influence on divestments. 

First, we found that firms in poor financial conditions generate statistically significant higher returns 

than the residual sample when divesting. A reason is found to be a reduction in the cost of financial 

distress and a lower initial market value. 

Second, we found no statistically significant higher abnormal return for divestments carried out by 

financially healthy firms compared to its residual sample. Thus we cannot support earlier studies 

claiming that financially healthy firms have higher bargaining power and thereby should be able to 

negotiate more favorable prices. 

Third, we found that firms divesting during the financial crisis 2008-2010 generated statistically sig-

nificant higher abnormal returns compared to divestments carried out under more “normal” market 

conditions. The result is believed to reflect that divestments are more needed under constrained 

market conditions. Further relating to the financing hypothesis, the market appreciate that firms are 

able to obtain capital through divestments in order to invest in projects with higher growth oppor-

tunities. Moreover, we argued that the strong result may be driven by the fact that a majority of 

firms in our sample operates in cyclical industries which are strongly affected by macro economic 

conditions. 

Finally we discussed that the trend analyses of CAR did not yield similar results as the case studies 

when testing all hypotheses. Our findings imply that measuring the effect of a single event is very 

complex, as an asset divestment must be seen as a sequence of events and complex strategic ac-

tions. The value generation must therefore be integrated into the stock return over a period of time.  

We therefore argue that event studies are not able to detect long term value creation of a divest-

ment event. However event studies are still very useful to determine the initial shareholder value 

creation from divestments. 
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6. Conclusion 

This thesis has explored the research question: “What motivates companies to divest assets and how do 

asset divestitures create shareholder value?”. 

The research question has been analyzed by studying the academic literature that focus on motives be-

hind asset divestitures and shareholder value creation. Further the case studies and event study have 

contributed with empirical findings on the matter. 

The research question is answered by examining three sub-questions: Which theoretical motives can 

explain why firms divest? Which motives for asset divestitures do we observe in practice? And How can 

motives behind asset divestitures affect shareholder value? 

1) Which theoretical motives can explain why firms divest? 

Initiating this study we argued that the main motive for conducting asset divestments is related to the 

overall goal of the firm; which we stated as optimization of shareholder value. The decision to divest can, 

based on this underlying motive, be seen as a question of whether the firm should buy an activity in the 

market or keep it inside the firm (transaction cost theory). This ultimately comes down to which option 

that has the highest NPV. Further the concept of efficiency was found to promote value optimization. 

Hence firms must be efficient in order to maximize shareholder value. Finally, a firm should therefore 

divest a unit when an external owner can manage the unit more efficiently as his willingness to pay will 

be higher than the current internal NPV of the unit. 

The research in general finds that the motives behind asset divestment can be categorized as strategic, 

financial and corporate governance related motives. 

From a strategic perspective, firms generally divest to achieve or maintain a sustainable competitive 

advantage. Divesting for strategic motives will often be motivated by changes in internal resources or 

external environmental factors which create a need for correction of the corporate strategy. 

Financial motives can be summarized to be a consequence of poor financial performance, capital con-

straints and “the cost of financial distress”. Further, it is concluded that financial motives may be trig-

gered by e.g. changes in the strategic environment that have led to a strategic misfit or sub-optimal 

management decisions.  
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Finally, poor governance mechanisms in the terms of agency problems reduce managers’ incentive to 

make the most effective decisions in favor of their shareholders. Changes in the firm’s corporate gover-

nance can therefore be seen as a driver behind efficient divestment decisions. Also, appointing a new 

CEO or initiating other changes that improve corporate governance mechanisms are found to have a 

motivating effect on the firm to pursue a more value optimizing strategy. Also, an asset divestment in 

itself is found to be a mechanism to reduce agency problems and hence lead to improved corporate go-

vernance.  

Overall, the theories support the notion that the main motive for divesting is to react on or correct fac-

tors which make the firm inefficient. Further based on the literature review we find that stating single 

motives for divestments seem simplistic, as motives often will be a combination of several factors. Final-

ly, the theoretical reasoning behind the decision to divest indicates a causal relationship between the 

motive and the firms’ level of efficiency. 

2) Which motives for asset divestitures do we observe in practice?  

The case studies have allowed us to explore whether the theoretical reasoning is also observed in prac-

tice. Two cases, Dantherm’s divestment of its Filtration division in 2010 and Danisco’s divestment of its 

Sugar division announced in 2008, were analyzed.  

Analyzing the Danisco case, we find that the divestment was mainly strategically motivated. Our analysis 

show how changes in EU regulations lead to increased rivalry and decreased profitability, which in turn 

motivate industry consolidation within the European sugar industry. Further we observe a shift towards 

R&D competences in Danisco and hence increasing focus on bio-based products. Overall, we find a dimi-

nishing strategic fit of Sugar prior to divestment. Additionally we observe that Danisco’s corporate go-

vernance mechanisms motivated the divestment through shareholder pressure towards increased trans-

parency in the stock, and through a change in CEO. 

The main motivation behind Dantherm’s divestment of Filtration is found to be financial. We find evi-

dence that Dantherm one year prior to the divestment was in technical insolvency and that divestment 

of their largest division was the only option to avoid severe financial distress. This situation was triggered 

by the effects of the late 2000 financial crisis, which heavily limited the demand for Dantherm’s prod-

ucts. Additionally we find that the board composition in 2009 was subject to criticism of good corporate 

governance. This indication of poor corporate governance within the firm makes us question whether 

the management had made the right value optimizing decisions in the past. 
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Overall the motivation for divesting is found to be distinctly different in the two cases. However both 

cases demonstrate how divestitures are driven by multiple motives originating in strategy, finance and 

corporate governance. We find strategic and financial motives to be directly related to the decision to 

divest, whereas corporate governance both can be seen as a driver and a motive it-self. The findings 

support the theoretical discussion of motives, arguing that motives are related. Further our findings imp-

ly that firms divest to correct inefficiencies caused by the various factors affecting the firm. Finally the 

type of environmental change is found to have an effect on the motives for divesting, as some changes 

have more severe effect on firms. Both Dantherm and Danisco were affected by changes in the external 

environment. However Dantherm was affected to a higher extent as the external change came as a 

shock whereas in Danisco’s case the external change materialized gradually. 

3) How can motives behind asset divestitures affect shareholder value? 

The case studies found evidence that Danisco in general seemed more strategic fit and efficient than 

Dantherm. Further, our research imply that both Danisco’s and Dantherm’s asset divestment were value 

creating for the parent company and therefore also presumable the shareholders. However the case 

studies indicate that Danisco’s divestment of Sugar generate higher long term value, whereas Dan-

therm’s divestment of Filtration primary created value through a reduction in the cost of financial dis-

tress. Hence the findings from the case studies indicate that strategic motives create long term value 

whereas firms in financial distress only create value through reduced cost of financial distress. Overall 

based on the case studies we find that the value creation seem to depend on the underlying motive. 

The thesis further studied the causal relationship between the motives behind divestments and share-

holder value through the use of the event study methodology. Testing the goodness-of-fit illustrate that 

our sample of divestiture events does not perfectly fit the model, though the fit is believed to be ade-

quate to draw holistic conclusions.  

We find that the stock markets initial reaction to divestiture announcements are positive and statistical 

significant. Further we studied how financial motives, assumed to be firms in a poor financial condition, 

influence the abnormal return generated. Our findings imply that divesting firms in poor financial condi-

tions do generate statistical significantly higher returns compared to the residual sample of divestiture 

events. Thirdly, we tested whether strategic motivated divestments, assumed to be firms in a financially 

healthy condition, generates higher abnormal return. We find no support for this claim. Finally we stu-

died whether external market factors, in this case the financial crisis 2008-2010, influence the level of 

abnormal return. We find significantly higher returns for firms divesting during the latest financial crisis. 
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Overall, we find that the motives behind divestitures and the market conditions under which firms oper-

ate, do affect the markets initial response to a divestiture announcement, hence the motive behind di-

vestments affect shareholder value. 

Comparing the findings in the case study and event study we in some cases find diverging results. Our 

findings imply that measuring the effect of the single event; asset divestment is very complex.  We found 

that the motive behind asset divestment is a number of different interacting motivating factors. There-

fore an asset divestment must be seen as a sequence of events and complex strategic actions. The long 

term value creation from asset divestitures must then be integrated into the stock return over a period 

of time. As a result, the total value creation of an asset divestment cannot be captured in the markets 

initial response to the announcement. We therefore argue that event studies are not able to detect long 

term value creation of divestments. 

The three sub questions have now been explored. Overall the three sub questions answer the main re-

search question as sub question 1 and 2 explored what motivates firms to divest. Overall this thesis con-

cludes that the underlying motive for divesting is to optimize shareholder value through reaction on or 

correction of factors which make the firm inefficient. The value creation within a firm therefore comes 

down to the level of efficiency. By answering all three sub questions; we simultaneously explore how 

asset divestitures create shareholder value. The conclusions imply that the motives behind asset divest-

ments do influence shareholder value. To understand how asset divestments create shareholder value 

we need to understand the motivation behind the decision. 
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7. Suggestion for further research 

It must be clarified that this thesis has only covered a fraction of the concept of asset divestments. 

Therefore this thesis has raised further issues and questions within the universe of asset sell-off which 

are found relevant for future research. 

Our research explored the effect of the firms’ financial condition and the external circumstances related 

to divestments. However our case studies implied that also internal strategic motives and corporate 

governance mechanisms influence the decision to divest. Therefore it is found interesting to expand the 

scope of the study of shareholder value to include more motives. This would contribute further to the 

understanding of the motives and drivers for divestments. 

In section 5.5.3 we preliminary explored the concept of how cyclical industries contra non-cyclical 

industries in general affect a firm’s divestment activity and value under economic downturns. It is 

relevant to explore this further why this must be seen a suggestion for future research. 

In both Dantherm’s and Danisco’s case the divested asset was a product divisions. This makes it relevant 

to explore cases where the asset sold is e.g. a geographic market branch. Further it is found interesting 

to apply the case study framework to asset divestments conducted in other countries than the Nordic 

market. In relation to this, incorporating perspectives on countries business cultures and the difference 

in corporate governance and general organizational structure, would add a new perspective. 

We analyzed both Dantherm and Danisco’s post divestment performance through the case study 

methodology and event study methodology. Our findings imply that a deeper understanding of long 

term value generation would be beneficial to understand the exact differences between the markets 

initial reaction to divestment announcements and the long term value creation. Conducting a more 

indebt analysis of value creation on a longer time perspective would therefore be relevant. An 

alternative research design must however be applied to quantify the level of long term value generated. 

Therefore it is found interesting to conduct a performance valuation of the companies post the sell-off. 

This would allow us to further tests the reliability of the conclusions made in this thesis and add new 

perspectives to the conclusions.  

Overall we see potential for exploring the topic of asset divestments further as it is a valuable strategic 

tool for firms. 
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Appendix 1: Danisco – History and activities leading to the divestment of 

Sugar 

In 1872 C.F. Tietgen established Danish Sugar (De Danske Sukkerfabrikker) and in 1881 Danish Distillers 

(De Danske Spritfabrikker). In 1934 the company, spun-off the division specialized in the production for 

the fermentation industry (Dansk Handels- og Industri Company). In 1989 Danisco A/S was formed 

through a merger of the two old C.F. Tietgen companies Danish Sugar and Danish Distillers with Dansk 

Handels- og Industri Company. Danisco thereby became a conglomerate with focus on food and 

beverages, ingredients for food products, packaging and paper and environmental technology (Danisco, 

Danisco in Brief). With a change of CEO in 1997 Danisco changed its strategic focus and implemented a 

more focused strategy that resulted in several acquisitions and a few divestments. The figure below 

illustrates Danisco non-organic restructuring activities leading up to the sell-off of the Sugar division. 

 

Danisco non-organic restructuring activities leading up to the sell-off of the sugar division,  

Danish Distillers and the packaging- and food division was sold off. 1999-2002 

Acquires the Finnish ingredient producer Cultor (At the time the largest acquisition in Denmark)  1999 

Acquires the French based Rhodia Food Ingredients 2004 

Acquisition of the American based biotech company Genencor 2005 

Danisco sell off its aroma division; Flavours. 2007 

Author’s own creation, Source: www.Danisco.com 
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Appendix 1 – continued 

 

Table 2 Danisco’s products divisions as of 2006/2007  

Divisions 06/07
1
 Ingredients Sugar 

Pct. of total revenue  66 % 34 % 

Customer segment Wide range of industries both retail and industrial. 

The ten largest customers in Ingredients account for 

19%. of revenue, representing a total customer base 

of around 17.000. 

80 pct of the production is sold to the food 

industry, while the rest is sold to retain 

stores under the name “Dansukker”. The ten 

largest customers represent 29% of 

revenue. 

Markets European market (41%), but with still increasing 

revenue stream from the North American and Asian 

(27% and 18% today respectively) 

The main part of the sugar is sold to the 

Nordic and Baltic markets, but also a good 

share is exported to other countries. 

Segments Genencor & Cultures Texturants & Sweeteners Sugar 

Line of businesses The bio ingredients: 

Cultures produce and 

develop cultures, media, 

coagulants and enzymes 

for cheese, fresh dairy 

and other food products. 

Genencor produce indus-

trial enzymes products. 

Products used for the 

replacement or reduction 

of sugars and, enabling like 

emulsifier and stabilizer 

that enable food & bev-

erage manufacturers to 

make tasty, appealing and 

healthy products.  

Industrial cleaning and develops and 

installs: Products and complete solutions 

in the form of filters, fans, controls and 

ducts for the protection of both the 

production environment and the external 

environment. 

Pct of branch revenue
2
 43 %. 56 %.  

Production sites Global production facilities as production is largely 

located in the currency areas where the products are 

sold. 

9 production facilities in five countries: 

Denmark, Sweden, Finland, Germany and 

Lithuania (where the sugar beets grow). 

Source: (Danisco, Annual Report, 2006/07) 
2
 Flavor is substrated from the total revenue of the ingredients division.  
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Appendix 2: Danisco’s restated annual accounts 

Appendix 2A: Danisco – Restated income statement 

 

  

Danisco

Restated income statement (Million DKK) 2010/ 2009 2009/ 2008 2008/ 2007 2007/ 2006 2006/ 2005 2005/ 2004 2004/ 2003

Revenue 13.706 12.991 18.778 20.362 20.912 17.835 16.397

Cost of sales -7.162 -7.324 -11.568 -12.413 -12.820 -11.326 -10.358
Distribution and sales expences -2.363 -2.174 -2.444 -2.656 -2.526 -1.969 -1.746

Administrative expences -880 -854 -1.081 -1.209 -1.300 -917 -897

Result from primary operations 3.301 2.639 3.685 4.084 4.266 3.623 3.396

R & D expences -805 -701 -702 -812 -851 -514 -424

Other operating income 53 67 221 130 142 119 121

Other operating expences -54 -59 -48 -92 -55 -63 -62

Special Items (excl. depreciations or writedowns) -27 -106 284 -130 -19 -125 83

EBITDA 2.468 1.840 3.440 3.180 3.483 3.040 3.114

Depreciations and write downs -750 -698 -1.047 -1.092 -1.130 -961 -893

Special items depreciations -769 -632 -701 -56 -749 -3 0

Amotazion of Goodwill  0 0 0 0 0 0 -404

Profit from discontinued operations 0 -59 528 0 -11 0 0

Financial income from receivables 36 29 37 31 18 18 26

Financial income from assets at fair value and available for 

sale 37 121 26 43 9 0 0

Realised gain on financial hedging instruments recycled from 

equity 0 130 0 0 0 0 0

Financial income transferred to discontinued operations 0 -76 0 0 0 0 0

Exchange gains 433 820 464 331 430 299 175

Financial iexpense from assets at fair value and available for 

sale -4 -25 -63 -5 0 0 0

Financial expenses transferred to discontinued operations 0 231 0 0 0 0 0

Exchange losses -423 -847 -451 -327 -428 -298 -188

Share of profit from joint ventures -65 -46 0 0 0 45 50

Share-based payments -54 -15 42 21 -213 -127 -30

Profit from investments and securities 0 0 0 0 0 4 17

EBIT 909 773 2.275 2.126 1.409 2.017 1.867

Income tax expence -197 -250 -598 -468 -261 -443 -537

Taxshield -58 -113 -95 -162 -147 -93 -90

Tax on operation -255 -363 -693 -630 -408 -536 -627

Regulation of tax 1

Profit from operations after tax 654 410 1.583 1.496 1.001 1.481 1.241

Fair value adjustments in relation to purchase of Genencor 0 0 0 0 -90 58 0

Unrealized gains and losses on exchange rates in foreign 

associates 0 0 -690 0 0 0 0

Exchange rate adjustments of foreign group associates 187 534 3 -428 124 -192 -183

Exchange rate adjustments on investments in associates 0 0 6 10 -99 0 0

Tax on exchange rates adjustments 0 0 -2 -3 28 0 0

Hedging of future transactions -13 -374 -26 -83 352 -14 11

Actual gains/losses on pensions -32 -89 -20 32 42 0 0

Changens in deffered tax related to pensions 0 0 6 0 0 0 0

Tax in changes in other comprehensive income 14 55 39 11 -111 0 0

Other movements on equity 3 -2 -104 -12 17 11 72

Comprehensive income from operations 813 534 795 1.023 1.264 1.344 1.141

Financial income 17 38 34 28 26 26 10

Financial expences -248 -489 -412 -607 -552 -358 -332

Net financial costs -231 -451 -378 -579 -526 -332 -322

tax shiled -58 -113 -95 -162 -147 -93 -90

Net financial costs after tax -173 -338 -284 -417 -379 -239 -232

Comprehensive income 640 196 511 606 885 1.105 909

tax rate 25% 25% 25% 28% 28% 28% 28%

tax of income -231 -451 -378 -579 -526 -332 -322

tax on net financial income -58 -113 -95 -162 -147 -93 -90

tax on operation 173 338 284 417 379 239 232

Author's own restatement based on Elling, J.O (2005). Source: Danisco's Annual reports 2003-2010.
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Appendix 2B Danisco – Restated Balance sheet 

 

  

Danisco

Restated balance sheet (Million DKK) 2010/ 2009 2009/ 2008 2008/ 2007 2007/ 2006 2006/ 2005 2005/ 2004 2004/ 2003

Operational assets

Goodwill 6.996 7.538 8.110 10.399 10.689 10.878 5.822

Other intangible assets 834 906 1.267 1.213 1.276 692 418

Land and buildnings 2.048 1.930 2.601 2.986 2.990 3.152 2.548

Plant and machinery 2.593 2.507 4.361 4.744 4.728 5.502 4.891

Fixtures, fittings, toold and equipment 266 290 339 359 400 390 254

Prepayments and assets under construction 476 629 721 604 565 400 289

Leased assets 0 0 0 0 0 0 18

Investments in joint ventures 69 36 11 12 12 42 2.126

Other investments and securities 17 21 45 127 162 113 108

Pension assets 65 58 126 135 121 71 37

Deferred tax assets 133 246 158 199 242 232 187

Other receivables 32 551 419 318 554 188 16

Raw materials and consumables 671 870 838 1.155 1.147 1.305 1.028

Work in progress 580 609 580 588 655 553 373

Finished goods and goods for resale 1.324 1.514 4.033 3.574 3.712 4.161 3.626

Prepayments for goods 5 5 34 54 49 62 66

Trade receivables 2.488 2.268 3.018 3.297 3.390 3.408 2.570

Recceivables from subsidaries 0 0 0 0 0 11 0

Corporation tax 190 195 54 290 149 65 0

Other receivables 915 249 753 878 913 735 555

Assets held for sale 0 396 0 0 0 0 0

Prepayments 108 140 133 81 97 113 71

Operational l iquidity* 137 130 188 188 209 178 164

Total operational assets 19.947 21.088 27.789 31.201 32.060 32.251 25.167

Operational liabilities

Other payables (Non-current) 454 29 54 82 134 49 29

Pension liabilities (Non-current) 172 131 370 442 448 436 237

Deferred tax l iabilities (Non-current) 479 819 1.262 1.302 1.278 1.328 1.395

Other provisions (Non-current) 131 141 134 314 376 273 234

Trade payables 834 638 1.336 1.396 1.252 1.260 974

Corporation tax 209 242 346 270 272 378 271

Other payables 1.435 1.395 1.721 1.888 1.897 2.190 1.505

Deferred income 4 5 86 42 85 43 19

Other provisions 32 151 217 120 126 108 148

Total operational liabilities 3.750 3.551 5.526 5.856 5.868 6.065 4.812

Net operational assets (NOA) 16.197 17.537 22.263 25.345 26.192 26.186 20.355

Financial assets

Cash and cash equivalents 561 190 154 184 202 551 140

Total financial assets 561 190 154 184 202 551 140

Financial liabilities

Morgage debt (Non-current) 515 30 155 175 190 205 229

Other credit institutions (Non-current) 1.982 3.661 4.805 6.104 5.279 5.912 5.573

Finance lease obligations (Non-current) 29 33 33 37 41 64 4

Morgage debt 7 6 18 17 16 15 17

Other credit institutions 1.718 1.855 4.860 6.243 8.138 8.249 2.771

Finance lease obligations 2 2 4 4 4 6 1

Total financial liabilities 4.253 5.587 9.875 12.580 13.668 14.451 8.595

Net financial liabilities (NFL) 3.692 5.397 9.721 12.396 13.466 13.900 8.455

Non-controlling interests 7 6 283 305 318 333 288

Equity

Share capital 954 954 979 979 978 994 1.021

other reserves -1.336 -1.510 -1.673 -885 -372 -750 10.591

Retained earnings 12.880 12.690 12.953 12.550 11.802 11.709 10.591

Total Equity 12.498 12.134 12.259 12.644 12.408 11.953 11.612

* Distribute liquidity  as 10 % of revenue

NOA-NFL-Non-controlling interests-EQ=0 0 0 0 0 0 0 0

Author's own restatement based on Elling, J.O (2005). Source: Danisco's Annual reports 2003-2010.
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Appendix 2C Danisco – Restated Statement of equity 

  

Danisco

Restated statement of Equity (Million DKK)
2010/ 

2009

2009/ 

2008

2008/ 

2007

2007/ 

2006

2006/ 

2005

2005/ 

2004

2004/ 

2003

Equity primo (after adjustments) 12140 12542 12949 12726 12286 11900 11651

Transactions with owners

Dividend paid -358 -383 -422 -360 -403 -323 -311

Capital increase 0 0 6 1 10 0 0

Divestment of activity 0 -243 -9 0 0 0 0

Purchase of treasury shares 0 0 -542 -123 -52 -300 -356

Sale of treasury shares 60 0 30 87 0 1 0

Additions due to new activities 0 0 0 0 0 34 7

Total transactions with owners -298 -626 -937 -395 -445 -588 -660

Comprehensive income

Profit of the year 481 72 1.299 1.079 622 1.242 1.009

Fair value adjustments in relation to purchase of Genencor 0 0 0 0 -90 58 0

Unrealized gains and losses on exchange rates in foreign associates 0 0 -690 0 0 0 0

Exchange rate adjustments of foreign group associates 187 534 3 -428 124 -192 -183

Exchange rate adjustments on investments in associates 0 0 6 10 -99 0 0

Tax on exchange rates adjustments 0 0 -2 -3 28 0 0

Hedging of future transactions -13 -374 -26 -83 352 -14 11

Actual gains/losses on pensions -32 -89 -20 32 42 0 0

Changens in deffered tax related to pensions 0 0 6 0 0 0 0

Tax in changes in other comprehensive income 14 55 39 11 -111 0 0

Other movements on equity 3 -2 -104 -12 17 11 72

Total Comprehensive income 640 196 511 606 885 1.105 909

Equity-settled share-based payments 23 28 19 12 0 0 0

Equity Ultimo 12.505 12.140 12.542 12.949 12.726 12.417 11.900

Author's own restatement based on Elling, J.O (2005). Source: Danisco's Annual reports 2003-2010.
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Appendix 3: Danisco - Peer analysis 
 

 

Danisco

Peer Analysis 2010 2009 2008 2007 2006 2005

Total Debt to equity

Danisco 0,64 0,75 1,26 1,46 1,57 1,72

NovoZymes 0,61 0,87 1,22 1,43 1,37 0,94

Kerry Group 1,76 2,23 2,39 2,40 2,54 1,83

DSM 0,91 0,94 1,08 0,85 0,74 0,83

NordZucker 2,30 1,62 1,51 1,42 1,59 2,21

British Sugar 0,75 0,87 1,23 1,82 1,14 0,68

Average 1,16 1,21 1,45 1,56 1,49 1,37

Current ratio

Danisco 1,65 1,44 1,14 1,03 0,89 0,91

NovoZymes 2,21 1,94 1,48 1,53 1,85 2,32

Kerry Group 1,04 1,1 1,28 1,23 1,28 1,3

DSM 2,5 2,15 1,51 1,79 1,61 1,76

NordZucker 1,81          1,74          1,74          1,57          1,78          1,64          

British Sugar 3,67 3,21 2,11 1,38 2,13 3,69

Average 2,15 1,93 1,54 1,42 1,59 1,94

Profit margin before tax

Danisco 4,93% 2,92% 7,21% 7,55% 4,24% 9,44%

NovoZymes 21,7% 19,0% 17,3% 18,3% 17,8% 18,2%

Kerry Group 7,9% 5,6% 5,0% 6,7% 6,5% 6,1%

DSM 7,8% 5,0% 8,0% 6,4% 8,5% 8,0%

NordZucker 0,7% 5,4% 6,5% 12,2% 8,7% 7,5%

British Sugar 13,0% 8,3% 7,2% 11,3% -5,4% 23,1%

Average 9,3% 7,7% 8,5% 10,4% 6,7% 12,0%

ROE before tax

Danisco 5,4% 3,1% 11,2% 12,2% 7,2% 14,2%

NovoZymes 27,1% 27,8% 31,8% 37,9% 36,3% 30,6%

Kerry Group 24,1% 19,6% 21,0% 25,3% 27,8% 24,4%

DSM 13,0% 8,5% 16,3% 10,7% 12,7% 12,2%

NordZucker 1,6% 9,4% 13,6% 23,9% 20,9% 24,2%

British Sugar 23,9% 14,9% 13,0% 17,6% -11,2% 37,2%

Average 15,9% 13,9% 17,8% 21,3% 15,6% 23,8%

ROA before tax

Danisco 3,31% 1,79% 4,90% 4,93% 2,77% 5,16%

NovoZymes 16,86% 14,89% 14,30% 15,61% 15,29% 15,73%

Kerry Group 8,76% 6,07% 6,20% 7,44% 7,85% 8,60%

DSM 6,81% 4,35% 16,25% 5,80% 7,25% 6,66%

NordZucker 0,49% 3,60% 5,43% 9,89% 8,04% 7,54%

British Sugar 13,62% 7,97% 5,81% 6,25% -5,21% 22,17%

Average 8,31% 6,45% 8,81% 8,32% 6,00% 10,98%

Source: Orbis Company database, Danisco annual reports 2005-2010

Since the fiscal years differ across the peer group, the  fiscal year closest to january 1st is reported as the year result.
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Appendix 4: Dantherm – History and activities leading to the divestment 

of Filtration 
 

In 1958 E.R. Olsen established Dantherm. The company supplied warm air heaters for heating factories 

and industrial buildings. In the 1970s Dantherm A/S developed, and put into production dehumidifiers 

(Condense Dryer) and ventilation products. During the 1980s Dantherm further developed a number of 

products: mobile heating and cooling units for the armed forces. In the 1990s Dantherm went into the 

market for electronics cooling, where climate products for the telecom industry were added. The 

company further expanded an established various subsidiaries. During the 1990s Dantherm also 

expanded their production sites to the USA and China. In 2002 Dantherm A/S was listed at the 

Copenhagen Stock exchange.  

 

Dantherm’s restructuring activities leading up to 2010. 
Dantherm Holding acquires Ventilatorverken AB in Sweden. 2001 

Merger between Dansk Industri Invest and Dantherm Holding  2002 

A/S Dantherm and Dantherm HMS A/S merge under the name Dantherm A/S 2004 

Dantherm A/S acquires Kontrollelektronik AB in Söderköping 2004 

Dantherm Holding acquires the DISA Air Group and the main activitites in Siemens Technology 

Services A/S. 

The DISA Air Group changes name to Dantherm Filtration and group Dantherm A/S changes name to 

Dantherm Air Handling. 

2005 

Dantherm Filtration AB acquires the activities of Scandab AB 2006 

Dantherm's French subsidiary in the Filtration business segment, Dantherm Filtration SAS, sells the 

Company's finishing line activities. 

2007 

Dantherm also sells Glenco A/S with the subsidiaries Venair A/S og AB Venair 2007 

Author's own creation. Source: (Dantherm, History) 
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Appendix 4 - continued 

 

Figure 4A Dantherm Organizational chart 2008 

 

 

 

 

 

 

 

 

Figure 4B Dantherm Organizational chart 2009 
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Figure 4C Dantherm Organizational chart 2010 

 

Table 4 Dantherm’s product segments as of ultimo 2009 

Ultimo 2009 Air Handling Filtration (sold April 2010) 

Pct. of total 
revenue  

38 % 62 % 

Customer segment Primarily customers are providers of telecom 
networks, and companies in the process and 
construction industries 

Serves all industries through primarily 
industrial processing and production 
companies. 

Market Approx. 86%of the group’s sales toke place outside Denmark in 2009. 61% in Europe, 8% in Asia and 9 
pct. in the US. 

Market Geographic The European market is the largest market for this 
branch. 

89% of revenue is generated in Europe and 
the USA. 

Segments HVAC (Heating, Ventilation, 
Air Conditioning) 

Telecom Filtration 

Line of businesses Primary product groups 
/solutions within HVAC 
comprise dehumidification, 
ventilation and stationary. 

Air-conditioning syst-
ems for global network 
suppliers and local 
operators within the 
telecom industry. 

Industrial cleaning: develops and installs 
products and complete solutions in the form 
of filters, fans, controls and ducts for the 
protection of both the production environ-
ment and the external environment. 

Production sites Factories and sales companies in several western and 
eastern European countries as well as in the USA and 
Asia. 

Factories and sales companies in several 
western and eastern European countries as 
well as in the USA and Asia. 

Source: (Dantherm, Annual report, 2009) (Dantherm, Annual Report, 2008)  (Dantherm Air Handling) (Dantherm Filtration)  
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    Appendix 5: Dantherm’s restated annual accounts 
 

Appendix 5A: Dantherm – Restated income statement 

 

  

Proforma

Dantherm

Restated income statement (Thousand DKK) 2010 2009 2008 2007 2006

2009 excl. 

Filtration

Revenue 464.626 1.340.085 2.027.364 2.154.495 1.982.940 431.185

Cost of goods sold -236.107 -736.562 -1.087.477 -1.179.196 -1.055.926 -237.955

Other external expenses -53.002 -171.325 -227.262 -244.059 -263.059 -52.434

Staff costs -143.800 -449.736 -615.429 -609.781 -574.182 -152.819

Result from primary operations 31.717 -17.538 97.196 121.459 89.773 -12.023

Staff costs relating to redundancy pay -2130 -37459 0 0 0 -11506

Other restructuring costs -153 -2969 0 0 0 -1280

EBITDA 29.434 -57.966 97.196 121.459 89.773 -24.809

Depreciation and amortorization -22.580 -53.612 -55.762 -54.542 -50.626 -28.136

Writedowns on goodwill 0 -28678 0 0 0 -23636

Writedowns on other intagible assets 0 -15716 0 0 0 -15716

Depreciation og tangible assets 0 -25558 0 0 0 0

Årets resultat af ophørte aktiviteter -1.945 -70.069 -18.774 1.506 -26.238 -181.491

Foreighn exchange gains 694 12947 12744 10704 7390 2668

Other financial income 175 1194 4896 21 1512 1031

Exchange gains 0 8 1225 367 0 0

Exchange gains -2696 -10981 -23268 -11557 -6936 -2132

EBIT 3.082 -248.431 18.257 67.958 14.875 -272.221

Tax of income 2.628 -18.978 -4.240 2.800 11.624 -6.859

Tax shield -4.719 -8.490 -7.907 -8.576 -7.796 -5.573

Tax on operation -2.091 -27.468 -12.147 -5.776 3.828 -12.432

Profit from operations after tax 992 -275.899 6.110 62.182 18.703 -284.653

Share of net profit/loss in associates -30.686 0 0 -1.241 0 0

Foreign curreny translation adjustment, foreign enterprises 4.579 1.744 -10.445 -6.243 -6.187 1744

Value adjusmtnets of hedging instruments -2.681 -372 -11.151 4.411 3.294 -372

Translation adjustments in connection with divestments 4.500 0 0 0 0 0

Other regulations 0 0 1.600 0 0 0

Tax on value adjustment of hedging instruments -703 -28 2.583 -1.148 51 -28

Comprehensive income from operations -24.000 -274.555 -11.303 57.961 15.861 -283.309

Interests, cash and securities 196 432 2.468 1.760 2.538 218

Interests, cash and securities -19.070 -34.393 -34.096 -36.064 -33.723 -22.508

Net financial costs -18.874 -33.961 -31.628 -34.304 -31.185 -22.290

Tax shield -4.719 -8.490 -7.907 -8.576 -7.796 -5.573

Net financial costs after tax -14.156 -25.471 -23.721 -25.728 -23.389 -16.718

Comprehensive income -38.155 -300.026 -35.024 32.233 -7.528 -300.026

Tax rate 25% 25% 25% 25% 25% 25%

tax of income 2.628 -18.978 -4.240 2.800 11.624 -6.859

tax on net financial income -4.719 -8.490 -7.907 -8.576 -7.796 -5.573

tax on operation -7.347 10.488 -3.667 -11.376 -19.420 1.287

Author's own restatement based on Elling, J.O (2005). Source: Dantherm's Annual reports 2006-2010.



9. Appendices 

118 
 

Appendix 5B: Dantherm – Restated Balance sheet 

 

Dantherm

Reformuleret balance sheet (Thousand DKK) 2010 2009 2008 2007 2006

Operational assets

Goodwill 69.527           74.872             102.342           106.784          133.034          

Completed development projects 8.686             13.964             18.763             14.534             13.954            

Patents and licences 639                11.743             3.886               4.947               4.563              

Prepayments and development projects in progress 194                2.953               50.419             31.523             16.128            

Land and buildings 107.624        256.715           284.033           286.664          296.470          

Plant and mashinery 35.976           71.024             77.411             66.966             81.439            

Other plant, fixtures and fittings, tools and equipment 2.444             10.132             21.744             16.595             31.011            

Prepayments and assets in progress -                 311                   13.345             27.202             8.418              

Leasehold improvements 1.376             5.525               8.389               8.299               22.041            

Investments in associated companies -                 -                    -                    909                  49.219            

Other securities and investments 39                   389                   1.126               1.478               5.085              

Deffered tax 6.725             17.524             35.650             42.037             26.110            

Other receivables -                 871                   864                   783                  -                   

Inventories 94.144           218.304           297.312           307.511          318.362          

Receivables 88.047           231.190           343.192           443.606          664.444          

Receivables from associates 2.452             -                    -                    -                   -                   

Construction contracts -                 46.285             64.515             57.685             108.663          

Income tax receivables 308                702                   1.103               12.019             8.648              

Prepayments 882                7.457               8.542               4.898               13.771            

Assets held for sale 24.000           34.517             -                    -                   -                   

Operational l iquidity* 4.646             13.401             20.274             21.545             19.829            

Total operational assets 447.709        1.017.879       1.352.910       1.455.985       1.821.189      

Operational liabilities

Pension liabilities (non-current) -                 8.180               8.315               9.053               10.798            

Deffered tax l iability (non-current) -                 119                   141                   7.959               323                  

Provisions (non-current) 788                13.006             6.093               8.814               8.064              

Trade payables and other payables 95.262           243.025           280.679           309.942          526.806          

Trade payables to associates 422                -                    -                    -                   -                   

Construction contracts -                 69.166             89.583             58.433             117.507          

Income tax payable 1.256             -                    2.810               6.613               2.672              

Deferred income 1.271             524                   5.285               10.475             -                   

Provisions 4.195             33.325             26.668             18.640             27.355            

Liabilities in respect of assets held for sale 24.227           11.117             -                    -                   -                   

Total operational liabilities 127.421        378.462           419.574           429.929          693.525          

Net operational assets (NOA) 320.288        639.417           933.336           1.026.056       1.127.664      

Financial assets

Cash and cash equivalents 9.680             37.648             42.445             25.125             22.494            

Total financial assets 9.680             37.648             42.445             25.125             22.494            

Financial liabilities

Credit institutions (non-current) 113.821        260.970           286.531           282.124          290.007          

Credit institutions 87.370           249.163           222.292           252.378          371.921          

Total financial liabilities 201.191        510.133           508.823           534.502          661.928          

Net financial liabilities (NFL) 191.511        472.485           466.378           509.377          639.434          

Non-controlling interests -1.279            -10.331            -2.011              -3.903              -3.577             

Equity

Share capital 359.528        359.528           359.528           359.528          359.528          

Reserves for hedging transactions and foreign currency translation adjustments-7.867            -13.562            -14.906            4.107               7.184              

Dividends -                 -                    -                    10.786             -                   

Retained earnings -221.605       -168.703         124.347           146.161          125.095          

Total equity 130.056        177.263           468.969           520.582          491.807          

NOA-NFL-Non-controlling interests-EQ=0 0 0 0 0 0

* Distribute liquidity  as 10 % of revenue

Author's own restatement based on Elling, J.O (2005). Source: Dantherm's Annual reports 2006-2010.
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 Appendix 5C: Dantherm – Restated statement of equity 

 

   

Proforma

Dantherm

Restated statement of movements in equity 

(Thousand DKK) 2010 2009 2008 2007 2006

2009 excl. 

Filtration

Equity primo 166.932 466.958 516.679 488.230 525.208 466.958

Transactions with owners

Paid dividend 0 0 -10.665 0 13 0

Buyback of own shares 0 0 -4.032 -4.596 -6.472 0

Sale of own shares 0 0 0 0 28 0

Provisions for share options 0 0 0 812 0 0

Correction of classification of goodwill 0 0 0 0 -23.019 0

Transactions with owners 0 0 -14.697 -3.784 -29.450 0

Comprehensive income

Profit/loss of the year -43.850 -301.370 -17.611 35.213 -4.686 -301.370
Foreign curreny translation adjustment, foreign 

enterprises 4.579 1.744 -10.445 -6.243 -6.187 1.744

Value adjusmtnets of hedging instruments -2.681 -372 -11.151 4.411 3.294 -372

Translation adjustments in connection with divestments 4.500 0 0 0 0 0

Other regulations 0 0 1.600 0 0 0

Tax on value adjustment of hedging instruments -703 -28 2.583 -1.148 51 -28

Comprehensive income for the year -38.155 -300.026 -35.024 32.233 -7.528 -300.026

Equity ultimo 128.777 166.932 466.958 516.679 488.230 166.932

Author's own restatement based on Elling, J.O (2005). Source: Dantherm's Annual reports 2006-2010.
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Appendix 6: Dantherm – Peer analysis 

 

Dantherm

Peer Analysis 2010 2009 2008 2007 2006 2005

Profit margin before tax

Dantherm -9,6% -15,8% -1,0% 1,4% -1,0% 2,5%

Flanders Corp. -11,9% 5,2% -8,9% -11,7% 3,4% 7,2%

Nederman Holding AB 0,0% 1,6% 9,8% 9,5% 8,5% 6,3%

Zehnder Group  AB 10,6% 9,6% 1,9% 7,5% 9,4% 9,6%

Hamon & Cie NV 6,2% 8,3% 9,6% 7,8% 7,1% 5,4%

Donaldson Co. Inc. 12,3% 8,6% 10,6% 10,7% 11,2% 9,7%

Average 1,3% 2,9% 3,7% 4,2% 6,4% 6,8%

ROE before tax

Dantherm -34,2% -119,8% -4,2% 5,9% -5,9% 14,4%

Flander -27,2% 12,6% -23,2% -32,8% 7,6% 15,4%

Nederman 5,4% 3,3% 23,7% 21,8% 20,1% 15,7%

Zehnder 24,6% 24,3% 6,1% 17,5% 19,6% 19,0%

Hamon & Chie 24,2% 48,8% 72,1% 98,4% 134,2% n/a

Donaldson Company 30,8% 23,4% 31,9% 32,8% 34,6% 29,5%

Average 3,9% -1,2% 17,7% 23,9% 35,0% 15,7%

ROA before tax

Dantherm -9,7% -20,1% -1,4% 2,1% -1,6% 4,1%

Flander -11,9% 7,1% -11,9% -15,6% 4,0% 9,0%

Nederman 1,6% 1,8% 11,9% 10,8% 9,8% 6,7%

Zehnder 13,5% 12,0% 2,5% 9,0% 10,6% 10,4%

Hamon & Chie 128,0% 10,3% 12,3% 14,3% 11,9% 7,8%

Donaldson Company 15,4% 12,1% 15,2% 15,5% 16,8% 13,9%

Average 22,8% 3,9% 4,8% 6,0% 8,6% 8,6%

Current ratio

Dantherm 1,05 0,97 1,24 1,33 1,10 1,20

Flander 1,96 2,16 2,03 1,79 2,28 2,65

Nederman 1,58 1,94 1,86 1,80 1,69 1,67

Zehnder 2,66 2,27 2,19 2,24 2,56 2,79

Hamon & Chie 1,28 1,29 1,17 1,31 0,85 0,70

Donaldson Company 2,21 2,25 1,65 1,47 1,56 1,75

Average 1,79 1,81 1,69 1,66 1,67 1,79

Debt to Equity

Dantherm 2,52 4,95 1,98 1,85 2,80 2,55

Flander 1,29 0,78 0,95 1,10 0,93 0,63

Nederman 2,97 0,81 1,00 1,01 1,05 1,35

Zehnder 0,83 1,03 1,47 0,93 0,85 0,84

Hamon & Chie 3,48 3,74 4,87 5,89 10,31 n/a

Donaldson Company 1,01 0,94 1,09 1,11 1,06 1,12

Average 2,02 2,04 1,89 1,98 2,83 1,08

Source: Dantherm's Annual reports 2006-2010 and Orbis financial database
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Appendix 7 Sample selection critera’s 

  

Panel A: Collection of data sample

Sample Criteria Reason

Announcement of 

divestiture
Between 2004 and 2010

The time period was selected based on data availability as the OMX Nordic 

index did not exist before 2003. Only events which are announced and 

completed within the time period are a part of the sample.

Vendor company
Listed at least 1 year prior to 

divestment
Necessary to to calculate the expected return (Estimation period).

Listed 1 year after the announcement 

of the divestment

This is done to eliminate cases where the divestment is a part of a 

l iquidation plan.

Listed at OMX Nordic stock exchange
To ensure validity and comparability across the sample and to eliminate 

different requirements from various exchanges.

Buyer comapany
A corporation or an institutional buy-

out

Management buy-outs (MBO) and venture capital sales are excluded as the 

characteristic is different from institutional buy-outs and acquisitions when 

comparing ownership structure and risk levels.

Acquired stake Larger than 50 percent of asset value
Necessary to ensure a significant change of control of the target. Divestments 

of minority stakes and unknown stake size are excluded from the sample.

Industries
Excludes financial institutions and 

real estate companies

These industries financial statements distinctly differ from conventional 

industries. Cho & Cohen (1997); Gadad, Stark, & Thomas (2009) makes the 

same exclusions.

Deal value Must be disclosed in the database To ensure comparability

Correction Deleted 

deals
No. Deals in portfolio

292

69 223

33 183

30 153

8 145

16 129

129

[1] Industry classicication system

Final dataset

Panel B: Correction of original data sample

Original dataset

Excluding errors (vendor country code dK,fi or Se, or

financial institutions)

Deals where data does not exist in DATASTREAM/returns 

error, 

Excluding events that occur less than 200 days after a prior 

sell-off event or other announcement at the announcement 

date

NAICS[1] categorized as financial

MBO and venture capital deals



9. Appendices 

122 
 

Appendix 8: Event study sample 

Deal 
no. Vendor name 

Vendor 
country 
code Acquiror name 

Acquiror 
country 
code Target name 

Target 
country 
code Deal type 

Deal 
value 
thousand 
EUR 

Announced 
date 

1 ATLAS COPCO AB SE MANAGEMENT US RSC EQUIPMENT RENTAL INC. US 
Institutional 
buy-out 
85.5% 

           
2.894.080  

06-10-2006 

2 SSAB SVENSKT STÅL AB SE EVRAZ GROUP SA LU IPSCO TUBULARS INC. US 
Acquisition 
100% 

           
2.602.968  

14-03-2008 

3 TDC A/S DK 
CVC CAPITAL PARTNERS 
LTD 

GB 
SUNRISE COMMUNICATIONS 
AG (NEW) 

CH 
Institutional 
buy-out 
100% 

           
2.419.858  

17-09-2010 

4 STORA ENSO OYJ FI 
NEWPAGE HOLDING 
CORPORATION 

US 
STORA ENSO NORTH 
AMERICA INC. 

US 
Acquisition 
100% 

           
1.754.928  

21-09-2007 

5 
DET ØSTASIATISKE 
KOMPAGNI A/S 

DK KONINKLIJKE NUMICO NV NL EAC NUTRITION LTD. A/S DK 
Acquisition 
100% 

           
1.205.912  

14-11-2005 

6 M-REAL OYJ FI SAPPI LTD ZA 
M-REAL OYJ'S GRAPHIC 
PAPERS BUSINESS 

FI 
Acquisition 
100% 

              
750.000  

29-09-2008 

7 DANISCO A/S DK NORDZUCKER AG DE DANISCO SUGAR A/S DK 
Acquisition 
100% 

              
731.485  

14-07-2008 

8 TDC A/S DK 
EUROPEAN DIRECTORIES 
SA 

NL TDC FORLAG A/S DK 
Institutional 
buy-out 
100% 

              
654.785  

14-10-2005 

9 STORA ENSO OYJ FI 
ALTOR EQUITY PARTNERS 
AB 

SE PAPYRUS AB SE 
Institutional 
buy-out 
100% 

              
640.000  

06-03-2008 

10 OUTOKUMPU OYJ FI NC ADVISORY AB SE 
OUTOKUMPU COPPER 
PRODUCTS OY 

FI 
Institutional 
buy-out 
100% 

              
598.000  

05-04-2005 

11 ATLAS COPCO AB SE 
TECHTRONIC INDUSTRIES 
CO., LTD 

HK 
MILWAUKEE ELECTRIC TOOL 
CORPORATION 

US Acquisition 
              
493.086  

30-08-2004 

12 RAISIO YHTYMÄ OYJ FI 
CIBA SPECIALTY 
CHEMICALS HOLDING 
INC. 

CH RAISIO CHEMICALS OY FI 
Acquisition 
100% 

              
475.000  

19-03-2004 

13 DANISCO A/S DK 
FIRMENICH 
INTERNATIONAL SA 

CH 
DANISCO A/S'S FLAVOURS 
DIVISION 

BE 
Acquisition 
100% 

              
453.524  

03-05-2007 

14 TDC A/S DK 
MID EUROPA PARTNERS 
LLP 

GB BITE LIETUVA UAB LT 
Institutional 
buy-out 
100% 

              
450.000  

19-01-2007 

15 
TELEFONAKTIEBOLAGET 
LM ERICSSON 

SE SAAB AB SE 
ERICSSON MICROWAVE 
SYSTEMS AB 

SE 
Acquisition 
100% 

              
409.978  

12-06-2006 

16 M-REAL OYJ FI 
ANTALIS INTERNATIONAL 
SAS 

FR 
MAP MERCHANT HOLDINGS 
BV 

NL 
Acquisition 
100% 

              
382.000  

06-07-2007 

17 
AP MØLLER-MÆRSK 
A/S 

DK 
DFDS TOR LINE HOLDING 
AB 

SE NORFOLK HOLDINGS BV NL 
Acquisition 
100% 

              
346.000  

17-12-2009 

18 
MODERN TIMES 
GROUP MTG AB 

SE CTC MEDIA INC. US DARIAL TV RU 
Acquisition 
100% 

              
249.680  

11-03-2008 

19 UPM-KYMMENE OYJ FI 
MOUNTAINTOP 
INVESTMENTS BV 

NL LOPAREX GROUP IN 
Institutional 
buy-out 
100% 

              
230.000  

21-06-2005 

20 TDC A/S DK 
MID EUROPA PARTNERS 
LLP 

GB INVITEL HOLDINGS A/S DK 
Institutional 
buy-out 
64.6% 

              
227.388  

30-09-2009 

21 UPM-KYMMENE OYJ FI WOLSELEY PLC GB BROOKS GROUP LTD IE 
Acquisition 
100% 

              
183.000  

30-07-2004 

22 M-REAL OYJ FI FORESTIA HOLDING OY FI FORESTIA OY FI 
Acquisition 
95% 

              
172.000  

30-12-2004 

23 PA RESOURCES AB SE BAYERNGAS NORGE AS NO PA RESOURCES NORWAY AS NO 
Acquisition 
100% 

              
166.518  

01-12-2008 

24 
SVENSKA CELLULOSA 
AB 

SE 
INTERNATIONAL PAPER 
COMPANY 

US 
SVENSKA CELLULOSA AB'S 
ASIAN PACKAGING BUSINESS 

  
Acquisition 
100% 

              
164.095  

26-04-2010 

25 HALDEX AB SE BORGWARNER INC. US 
HALDEX AB'S TRACTION 
SYSTEMS DIVISION 

SE 
Acquisition 
100% 

              
161.418  

17-12-2010 

26 TDC A/S DK MACH SARL LU DAN NET A/S DK 
Acquisition 
100% 

              
161.379  

22-07-2004 

27 
DET ØSTASIATISKE 
KOMPAGNI A/S 

DK BRENNTAG HOLDING BV NL 
EAC INDUSTRIAL 
INGREDIENTS LTD A/S 

DK 
Acquisition 
100% 

              
160.954  

05-07-2010 

28 SWEDISH MATCH AB SE 
PHILIP MORRIS 
INTERNATIONAL INC. 

US 
SWEDISH MATCH (SOUTH 
AFRICA) (PTY) LTD 

ZA 
Acquisition 
100% 

              
160.795  

02-07-2009 
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Deal 
no. Vendor name 

Vendor 
country 
code Acquiror name 

Acquiror 
country 
code Target name 

Target 
country 
code Deal type 

Deal 
value 
thousand 
EUR 

Announced 
date 

29 SSAB SVENSKT STÅL AB SE 
GESTAMP AUTOMOCIÓN 
SL 

ES SSAB HARDTECH AB SE 
Acquisition 
100% 

              
157.359  

12-11-2004 

30 DSV A/S DK DSV MILJØ HOLDING A/S DK DSV MILJØ A/S DK 
Institutional 
buy-out 
100% 

              
154.297  

22-01-2004 

31 NOKIA OYJ FI 
RENESAS ELECTRONICS 
CORPORATION 

JP 
NOKIA OYJ'S WIRELESS 
MODEM BUSINESS 

FI 
Acquisition 
100% 

              
152.552  

06-07-2010 

32 MUNTERS AB SE 
TRITON ADVISERS 
(NORDIC) AB 

SE MUNTERS AB'S MCS DIVISION   
Institutional 
buy-out 
100% 

              
141.980  

30-06-2010 

33 
SVENSKA CELLULOSA 
AB 

SE 
SOCIEDAD ANÓNIMA 
INDUSTRIAS CELULOSA 
ARAGONESA SA 

ES 
SVENSKA CELLULOSA SCA 
AB'S CONVENTIONAL 
CORRUGATED BUSINESS 

GB Acquisition 
              
125.845  

18-06-2008 

34 
TELEFONAKTIEBOLAGET 
LM ERICSSON 

SE ASCOM HOLDING AG CH 
TELEFONAKTIEBOLAGET LM 
ERICSSON'S TEMS-BRANDED 
PRODUCTS BUSINESS 

  
Acquisition 
100% 

              
125.361  

23-03-2009 

35 RAUTARUUKKI OYJ FI BT NORWAY AS NO FUNDIA BETONITERÄKSET OY FI Acquisition 
              
123.000  

25-04-2006 

36 HEXAGON AB SE SEGULAH AB SE HEXAGON AUTOMATION AB SE 
Institutional 
buy-out 
100% 

              
121.935  

13-06-2005 

37 SATAIR A/S DK B/E AEROSPACE INC. US SATAIR A/S'S OEM ACTIVITIES DK 
Acquisition 
100% 

              
116.902  

25-10-2010 

38 ENIRO AB SE SEAT PAGINE GIALLE SPA IT WER LIEFERT WAS? GMBH DE 
Acquisition 
100% 

              
115.000  

06-08-2007 

39 METSO OYJ FI CAPMAN OYJ FI METSO DRIVES OY FI 
Institutional 
buy-out 
100% 

                
98.000  

04-03-2005 

40 
ELEKTROBIT GROUP 
OYJ 

FI ANITE GROUP PLC GB NEMO TECHNOLOGIES OY FI Acquisition 
                
97.000  

02-11-2006 

41 NOKIA OYJ FI EADS NV NL 
NOKIA OYJ'S PROFESSIONAL 
MOBILE RADIO (PMR) 
BUSINESS 

FI 
Acquisition 
100% 

                
90.000  

05-04-2005 

42 UPM-KYMMENE OYJ FI 
BABCOCK & BROWN 
INFRASTRUCTURE LTD 

AU OY BOTNIA SHIPPING AB FI Acquisition 
                
90.000  

11-10-2007 

43 ORIOLA-KD OYJ FI MEDIQ NV NL 

ORIOLA-KD OYJ'S 
HEALTHCARE TRADE 
BUSINESSES IN FINLAND, 
SWEDEN, DENMARK, 
ESTONIA, LATVIA AND 
LITHUANIA 

  
Acquisition 
100% 

                
85.000  

12-05-2010 

44 RAISIO OYJ FI BUNGE LTD BM 
RAISIO OYJ'S MARGARINE 
BUSINESS 

FI 
Acquisition 
100% 

                
80.000  

14-05-2009 

45 HALDEX AB SE 
SUZUKI METAL INDUSTRY 
CO., LTD 

JP GARPHYTTAN WIRE SE 
Acquisition 
100% 

                
77.172  

25-12-2008 

46 VOLVO AB SE 
COOR SERVICE 
MANAGEMENT AB 

SE CELERO SUPPORT AB SE 
Acquisition 
100% 

                
72.109  

14-10-2005 

47 
TELEFONAKTIEBOLAGET 
LM ERICSSON 

SE 
AASTRA TECHNOLOGIES 
LTD 

CA 
TELEFONAKTIEBOLAGET LM 
ERICSSON'S PBX SOLUTIONS 
BUSINESS 

SE 
Acquisition 
100% 

                
66.440  

18-02-2008 

48 CARLSBERG A/S DK CBC GROUP IL 
TÜRK TUBORG BIRA VE MALT 
SANAYII AS 

TR 
Acquisition 
95.65% 

                
62.408  

23-07-2008 

49 ASPOCOMP GROUP OYJ FI 
MEADVILLE ENTERPRISES 
(HK) LTD 

HK 
MEADVILLE ASPOCOMP 
HOLDINGS LTD 

  
Acquisition 
80% 

                
61.000  

09-11-2007 

50 TELE2 AB SE 
VIRGIN MOBILE 
HOLDINGS (UK) LTD 

GB TELE2 FRANCE SAS FR 
Acquisition 
100% 

                
55.166  

15-10-2009 

51 NOKIA OYJ FI 
INFORMATICA 
CORPORATION 

US IDENTITY SYSTEMS INC. US 
Acquisition 
100% 

                
54.995  

17-04-2008 

52 SAAB AB SE RUAG HOLDING AG CH SAAB SPACE AB SE 
Acquisition 
100% 

                
53.811  

15-07-2008 

53 
MODERN TIMES 
GROUP MTG AB 

SE WARBURG PINCUS LLC US SDI MEDIA AB SE 
Institutional 
buy-out 
100% 

                
48.708  

05-07-2004 
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Deal 
no. Vendor name 

Vendor 
country 
code Acquiror name 

Acquiror 
country 
code Target name 

Target 
country 
code Deal type 

Deal 
value 
thousand 
EUR 

Announced 
date 

54 FLS INDUSTRIES A/S DK SR TECHNICS HOLDING CH FLS AEROSPACE HOLDING A/S DK 
Institutional 
buy-out 
100% 

                
47.088  

09-02-2004 

55 FINNLINES OYJ FI DELPHIS NV BE TEAM LINES GMBH & CO. KG DE 
Acquisition 
100% 

                
40.000  

06-07-2006 

56 AXFOOD AB SE 
SUOMEN 
OSUUSKAUPPOJEN 
KESKUSKUNTA 

FI SUOMEN SPAR OYJ FI 
Acquisition 
69.3% 

                
38.700  

07-09-2005 

57 DANTHERM A/S DK NEDERMAN HOLDING AB SE 
DANTHERM FILTRATION 
HOLDING A/S 

DK 
Acquisition 
100% 

                
37.621  

26-03-2010 

58 SKANSKA AB SE SEGULAH AB SE SKANSKA PREFAB MARK SE 
Institutional 
buy-out 
100% 

                
35.543  

30-06-2005 

59 
AURIGA INDUSTRIES 
A/S 

DK 
POLARIS MANAGEMENT 
A/S 

DK SKAMOL A/S DK 
Institutional 
buy-out 
100% 

                
34.970  

02-07-2007 

60 KEMIRA OYJ FI EQVITEC PARTNERS OY FI ECOCAT OY FI 
Institutional 
buy-out 
100% 

                
30.900  

07-04-2004 

61 KESKO OYJ FI OKO PANKKI OYJ FI K-RAHOITUS OY FI 
Acquisition 
100% 

                
30.000  

21-12-2007 

62 TELIASONERA AB SE WISDOM GROUP, THE ES SONERA ZED OY FI 
Acquisition 
100% 

                
30.000  

17-08-2004 

63 SAAB AB SE 
BODYCOTE 
INTERNATIONAL PLC 

GB SAAB METECH AB SE 
Acquisition 
100% 

                
27.084  

27-03-2006 

64 STOCKMANN OYJ FI VV-AUTO OY FI 
STOCKMANN AUTO OY AB'S 
VW-AUDI CAR DEALERSHIP'S 
OPERATIONS 

FI 
Acquisition 
100% 

                
26.000  

01-06-2004 

65 LEMMINKÄINEN OYJ FI 
AXCEL INDUSTRIINVESTOR 
A/S 

DK 
LEMMINKÄINEN OYJ'S 
ROOFING BUSINESS 

FI 
Institutional 
buy-out 
100% 

                
25.000  

15-12-2010 

66 NCC AB SE BETONGINDUSTRI AB SE 
NCC AB'S 26 CONCRETE 
PLANTS 

SE 
Acquisition 
100% 

                
24.541  

14-06-2004 

67 STORA ENSO OYJ FI OPENGATE CAPITAL LLC US 
STORA ENSO OYJ'S KOTKA 
MILLS BUSINESS 

FI 
Institutional 
buy-out 

                
24.000  

22-04-2010 

68 
LUNDIN PETROLEUM 
AB 

SE 
ENDEAVOUR 
INTERNATIONAL 
CORPORATION 

US OER OIL AS NO 
Acquisition 
75.88% 

                
21.148  

13-10-2004 

69 OUTOKUMPU OYJ FI 
MEADE CORPORATION 
LTD 

GB 
OUTOKUMPU COPPER MKM 
LTD 

GB 
Acquisition 
100% 

                
20.000  

27-02-2006 

70 
LUNDIN PETROLEUM 
AB 

SE 
PETROFALCON 
CORPORATION 

US 
LUNDIN LATINA DE 
PETRÓLEOS SA 

VE Acquisition 
                
19.937  

18-07-2007 

71 ATLAS COPCO AB SE 
GAM ENERGIA ALQUILER 
DE MAQUINARIA SL 

ES GUIMERA SA ES 
Acquisition 
100% 

                
18.000  

13-02-2008 

72 MEDA AB SE VEMEDIA PHARMA BE VIATRIS MANUFACTURING BV NL 
Acquisition 
100% 

                
17.885  

31-03-2006 

73 FINNAIR OYJ FI 
NORWEGIAN AIR SHUTTLE 
ASA 

NO NORDIC AIRLINK HOLDING AB SE 
Acquisition 
100% 

                
15.830  

24-04-2007 

74 TELE2 AB SE 
CARPHONE WAREHOUSE 
GROUP PLC 

GB 
TELE2 UK COMMUNICATIONS 
LTD 

GB Acquisition 
                
15.496  

19-12-2005 

75 ROTTNEROS AB SE KORSNÄS AB SE ROCKHAMMARS BRUK AB SE 
Acquisition 
100% 

                
13.261  

11-03-2009 

76 RUUKKI GROUP OYJ FI DF-CARE OY FI MIKEVA OY FI 
Acquisition 
100% 

                
13.000  

23-06-2008 

77 METSO OYJ FI 
SANDVIK MATERIALS 
TECHNOLOGY AB 

SE METSO POWDERMET AB SE 
Acquisition 
100% 

                
13.000  

23-11-2006 

78 ALDATA SOLUTION OYJ FI BEWATOR GROUP AB SE ALDATA INDUSTRIES OY FI 
Acquisition 
100% 

                
12.900  

13-12-2004 

79 PROFFICE AB SE WM-DATA AB SE 
PROFFICE SERVICE CENTERS 
AB 

SE 
Acquisition 
100% 

                
12.683  

30-06-2006 

80 
MORPHIC 
TECHNOLOGIES AB 

SE GE ENERGY US SCANWIND GROUP AS NO 
Acquisition 
100% 

                
12.615  

12-08-2009 

81 UPONOR OYJ FI PW POLY US 
UPONOR ALDYL COMPANY 
INC. 

US 
Acquisition 
100% 

                
12.216  

02-09-2004 

82 ELISA OYJ FI SYSOPEN DIGIA OYJ FI YOMI SOFTWARE OY FI 
Acquisition 
100% 

                
12.100  

21-03-2005 

83 NCC AB SE 
OVERGROW TRADING & 
INVESTMENTS LTD 

CY HYDROBUDOWA SA PL 
Acquisition 
100% 

                
11.972  

31-12-2008 
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Deal 
no. Vendor name 

Vendor 
country 
code Acquiror name 

Acquiror 
country 
code Target name 

Target 
country 
code Deal type 

Deal 
value 
thousand 
EUR 

Announced 
date 

84 NESTE OIL OYJ FI 
EASTEX CRUDE HOLDING 
COMPANY 

US EASTEX CRUDE COMPANY US 

Acquisition 
increased 
from 30% 
to 100% 

                
11.800  

20-12-2006 

85 TALENTUM OYJ FI CAPMAN OYJ FI VARESVUO PARTNERS OY FI 
Institutional 
buy-out 
100% 

                
11.000  

22-01-2008 

86 HUMAN CARE HC AB SE CIBES LIFT AB SE KALEA SPECIALHISSAR AB SE 
Acquisition 
100% 

                
10.610  

17-12-2007 

87 STOCKMANN OYJ FI 
KESKINÄINEN 
TYÖELÄKEVAKUUTUSYHTIÖ 
VARMA 

FI 
STOCKMANN OYJ'S 
UNNAMED REAL ESTATE 
COMPANY 

FI 
Acquisition 
100% 

                
10.000  

30-11-2005 

88 
AP MØLLER-MÆRSK 
A/S 

DK SAAB AB SE MAERSK DATA DEFENCE A/S DK 
Acquisition 
100% 

                   
9.783  

29-05-2006 

89 TRAINERS' HOUSE OYJ FI NEWCO FI 
TRAINERS' HOUSE OYJ'S IT 
PROJECT UNIT 

FI Acquisition 
                   
9.000  

05-08-2010 

90 AFFECTO OYJ FI BASWARE OYJ FI CONTEMPUS AS NO 
Acquisition 
100% 

                   
8.028  

05-09-2008 

91 GLUNZ & JENSEN A/S DK SHRIRO SWEDEN AB SE IMACON A/S DK 
Acquisition 
100% 

                   
7.814  

13-08-2004 

92 CYBERCOM GROUP AB SE 
DIGITAL MARKETING 
GROUP PLC 

GB CYBERCOM GROUP UK LTD GB 
Acquisition 
100% 

                   
7.676  

03-10-2008 

93 RAUTE OYJ FI MBO TEAM - FINLAND FI RAUTE PRECISION OY FI 
Institutional 
buy-out 
100% 

                   
7.400  

02-02-2004 

94 UPM-KYMMENE OYJ FI GREEN RECOVERY SAS FR 
UPM-KYMMENE OYJ'S 
LOULAY FACTORY 

FR 
Acquisition 
100% 

                   
7.000  

09-05-2006 

95 
GYLDENDALSKE 
BOGHANDEL NORDISK 
FORLAG A/S 

DK LD INVEST EQUITY DK BIBLIOTEKSMEDIER A/S DK 
Institutional 
buy-out 
100% 

                   
7.000  

04-03-2008 

96 METSO OYJ FI 

SIEMPELKAMP 
MASCHINEN-UND 
ANLAGENBAU GMBH & 
CO. KG 

DE METSO PANELBOARD GMBH DE 
Acquisition 
100% 

                   
7.000  

26-07-2007 

97 SECURITAS AB SE BRINK'S COMPANY, THE US 

SECURITAS AB'S CASH 
HANDLING AND PROCESSING 
OPERATIONS IN HUNGARY, 
POLAND AND THE CZECH 
REPUBLIC 

  
Acquisition 
100% 

                   
6.980  

29-04-2005 

98 TELE2 AB SE TELEKOM AUSTRIA AG AT 

TELE2 AB'S AUSTRIAN 
MOBILE VIRTUAL NETWORK 
OPERATOR (MVNO) 
OPERATIONS 

AT 
Acquisition 
100% 

                   
6.919  

08-10-2007 

99 ANOTO GROUP AB SE ARM HOLDINGS PLC GB LOGIPARD AB SE 
Acquisition 
80% 

                   
6.885  

16-12-2008 

100 PROFFICE AB SE ISS FACILITY SERVICES AB SE 
PROFFICE AB'S INHOUSE 
OPERATION 

SE 
Acquisition 
100% 

                   
6.347  

21-06-2005 

101 TOPOTARGET A/S DK SPEPHARM HOLDING BV NL 
TOPOTARGET A/S' 
EUROPEAN SAVENE® ASSETS 

  
Acquisition 
100% 

                   
6.000  

02-03-2010 

102 AHLSTROM OYJ FI POLYESTER FIBERS LLC US 
AHLSTROM OYJ'S 
GROESBECK FILTRATION 
BUSINESS 

US 
Acquisition 
100% 

                   
6.000  

15-12-2010 

103 TEKLA OYJ FI TIETOENATOR OYJ FI 
TEKLA OYJ'S ENERGY AND 
MUNICIPALITY CUSTOMER 
INFORMATION SYSTEMS 

FI 
Acquisition 
100% 

                   
6.000  

16-09-2004 

104 GENLINE HOLDING AB SE ANCESTRY.COM INC. US GENLINE AB SE 
Acquisition 
100% 

                   
5.647  

14-06-2010 

105 ENIRO AB SE 
VOSTOK NAFTA 
INVESTMENT LTD (OLD) 

SE 
ENIRO'S AB DIRECTORY 
PUBLISHING OPERATIONS IN 
RUSSIA 

RU 
Acquisition 
100% 

                   
5.000  

05-10-2005 

106 RAUTARUUKKI OYJ FI BARRETT STEEL LTD GB STAR TUBES UK LTD GB 
Acquisition 
100% 

                   
4.795  

01-04-2004 

107 STONESOFT OYJ FI 
NICE-BUSINESS SOLUTIONS 
FINLAND OY 

FI EMBE SYSTEMS OY FI 
Acquisition 
100% 

                   
4.650  

19-12-2006 

108 ASPIRO AB SE LOBUS MOBIL AB SE 

ASPIRO AB'S MOBILE 
ENTERTAINMENT BUSINESS 
IN SWEDEN, NORWAY AND 
DENMARK 

SE 
Acquisition 
100% 

                   
4.420  

29-06-2010 

109 TILGIN AB SE 
AMINO TECHNOLOGIES 
PLC 

GB TILGIN IPTV AB SE 
Acquisition 
100% 

                   
4.322  

20-11-2008 
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thousand 
EUR 
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110 COMPONENTA OYJ FI 

NEWCO FORMED BY OKO 
VENTURE CAPITAL AND 
KEYCAST'S OPERATIONAL 
MANAGEMENT 

FI KEYCAST OY FI 
Institutional 
buy-out 
57% 

                   
4.300  

05-07-2005 

111 SKANSKA AB SE EVRAZIYA IPG ZAO RU SKANSKA OLSON ZAO RU 
Acquisition 
100% 

                   
3.951  

18-09-2006 

112 HALDEX AB SE SETCO AUTO PVT LTD IN 
HALDEX AB'S 
MANUFACTURING PLANT IN 
PARIS, TENNESSEE 

US 
Acquisition 
100% 

                   
3.714  

02-01-2007 

113 NOKIAN RENKAAT OYJ FI 
SUOMEN RENGASTEHDAS 
OY 

FI 
NOKIAN RENKAAT OYJ'S 
BICYCLE TYRE 
MANUFACTURING BUSINESS 

FI 
Acquisition 
100% 

                   
3.600  

01-10-2004 

114 ÅF AB SE TÜV NORD AG DE ÅF-TÜV NORD AB SE 

Acquisition 
increased 
from 50% 
to 100% 

                   
3.538  

27-09-2010 

115 CISION AB SE 
INFOPAQ 
INTERNATIONAL A/S 

DK 
CISION AB'S GERMAN LEGAL 
ENTITIES 

DE 
Acquisition 
100% 

                   
2.850  

02-03-2010 

116 A-COM AB SE ZONCOLAN ASA NO A-COM NORGE ASA NO 
Acquisition 
100% 

                   
2.433  

15-10-2009 

117 XANO INDUSTRI AB SE 
HAMMARPLAST MEDICAL 
AB 

SE INMEDIC AB SE 
Acquisition 
100% 

                   
2.319  

12-08-2010 

118 PEAB AB SE CAPONA AB SE 
FASTIGHETS AB 
CENTRALPOSTHUSET 

SE 
Acquisition 
100% 

                   
2.303  

01-12-2005 

119 XANO INDUSTRI AB SE TOSITO INVEST AB SE 
XANO FASTIGHETER I 
JÖNKÖPING AB 

SE 
Acquisition 
100% 

                   
1.941  

03-04-2006 

120 ETTEPLAN OYJ FI 
INTERTEK OVERSEAS 
HOLDINGS LTD 

GB NATLABS OY FI 
Acquisition 
100% 

                   
1.300  

13-03-2007 

121 PÖYRY OYJ FI UNDISCLOSED BIDDER   PÖYRY ENERGY SAS FR 
Acquisition 
100% 

                   
1.200  

13-02-2007 

122 SEMCON AB SE ML GROUP DK KNUD E HANSEN A/S DK 
Acquisition 
100% 

                   
1.109  

21-12-2006 

123 STORA ENSO OYJ FI DALARNA LUMBER AB SE 
STORA ENSO OYJ'S LINGHED 
SAWMILL 

SE 
Acquisition 
100% 

                   
1.058  

09-06-2005 

124 PMJ AUTOMEC OYJ FI PHOTONIUM OY FI 
PMJ AUTOMEC OYJ'S 
PROJECT BUSINESS UNIT 

FI 
Acquisition 
100% 

                   
1.000  

17-12-2004 

125 
TELEFONAKTIEBOLAGET 
LM ERICSSON 

SE TELECA AB SE POPWIRE AB SE 
Acquisition 
100% 

                      
776  

08-07-2004 

126 ORC SOFTWARE AB SE 
AURIONPRO SOLUTIONS 
LTD 

IN E2E INFOTECH LTD GB 
Acquisition 
100% 

                      
646  

25-04-2007 

127 EVIA OYJ FI 
NEWCO OWNED BY MR 
ILPO MANTERE AND MR 
NIKKI KOPONEN 

FI LAHTINEN & MANTERE OY FI 
Acquisition 
100% 

                      
643  

08-04-2004 

128 CISION AB SE BNS EESTI OÜ EE CISION LIETUVA UAB LT 
Acquisition 
100% 

                      
589  

01-10-2009 

129 
GETUPDATED 
INTERNET MARKETING 
AB 

SE SIGMA AB SE 
GETUPDATED INTERNET 
MARKETING AB'S BIS 
BUSINESS 

SE 
Acquisition 
100% 

                      
185  

02-04-2009 
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Appendix 9: List of GIGS codes 
 

GICS (Global Industry Classification Standard) 

  Sector Industry Group Industry 

10 Energy 1010 Energy 101010 Energy Equipment & Services 

        101020 Oil, Gas & Consumable Fuels 

15 Materials 1510 Materials 151010 Chemicals 

  
   

151020 Construction Materials 

  
   

151030 Containers & Packaging 

  
   

151040 Metals & Mining 

  
   

151050 Paper & Forest Products 

20 Industrials 2010 Capital Goods 201010 Aerospace & Defense 

  
   

201020 Building Products 

  
   

201030 Construction & Engineering 

  
   

201040 Electrical Equipment 

  
   

201050 Industrial Conglomerates 

  
   

201060 Machinery 

  
   

201070 
Trading Companies & 
Distributors 

  
 

2020 Commercial  & Professional Services 202010 
Commercial Services & 
Supplies 

20 Industrials 2020 Commercial  & Professional Services 202020 Professional Services 

  
 

2030 Transportation 203010 Air Freight & Logistics 

  
   

203020 Airlines 

  
   

203030 Marine 

  
   

203040 Road & Rail 

        203050 Transportation Infrastructure 

25 
Consumer 
Discretionary 2510 Automobiles & Components 251010 Auto Components 

  
   

251020 Automobiles 

  
 

2520 Consumer Durables & Apparel 252010 Household Durables 

  
   

252020 
Leisure Equipment & 
Products 

  
   

252030 
Textiles, Apparel & Luxury 
Goods 

25 
Consumer 
Discretionary 2530 Consumer Services 253010 Hotels, Restaurants & Leisure 

  
   

253020 Diversified Consumer Services 

  
 

2540 Media 254010 Media 

  
 

2550 Retailing 255010 Distributors 

  
   

255020 Internet & Catalog Retail 

  
   

255030 Multiline Retail 

  
   

255040 Specialty Retail 
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Sector Industry Group Industry 

30 Consumer Staples 3010 Food & Staples Retailing 301010 Food & Staples Retailing 

  
 

3020 Food, Beverage & Tobacco 302010 Beverages 

  
   

302020 Food Products 

  
   

302030 Tobacco 

  
 

3030 Household & Personal Products 303010 Household Products 

        303020 Personal Products 

35 Health Care 3510 Health Care Equipment & Services 351010 
Health Care Equipment & 
Supplies 

  
   

351020 
Health Care Providers & 
Services 

  
   

351030 Health Care Technology 

  
 

3520 Pharmaceuticals, Biotechnology & Life Sciences 352010 Biotechnology 

  
   

352020 Pharmaceuticals 

        352030 Life Sciences Tools & Services 

40 Financials 4010 Banks 401010 Commercial Banks 

  
   

401020 Thrifts & Mortgage Finance 

  
 

4020 Diversified Financials 402010 Diversified Financial Services 

  
   

402020 Consumer Finance 

  
   

402030 Capital Markets 

40 Financials 4030 Insurance 403010 Insurance 

  
 

4040 Real Estate 404010 
Real Estate -- Discontinued 
effective 04/28/2006 

  
   

404020 
Real Estate Investment 
Trusts (REITs) 

        404030 
Real Estate Management & 
Development 

45 
Information 
Technology 4510 Software & Services 451010 Internet Software & Services 

  
   

451020 IT Services 

  
   

451030 Software 

45 
Information 
Technology 4520 Technology Hardware & Equipment 452010 Communications Equipment 

  
   

452020 Computers & Peripherals 

  
   

452030 
Electronic Equipment, 
Instruments & Components 

  
   

452040 Office Electronics 

  
   

452050 

Semiconductor Equipment & 
Products -- Discontinued 
effective 04/30/2003. 

    4530 Semiconductors & Semiconductor Equipment 453010 
Semiconductors & 
Semiconductor Equipment 

50 
Telecommunication 
Services 5010 Telecommunication Services 501010 

Diversified 
Telecommunication Services 

  
   

501020 
Wireless Telecommunication 
Services 

55 Utilities 5510 Utilities 551010 Electric Utilities 

  
   

551020 Gas Utilities 

  
   

551030 Multi-Utilities 

  
   

551040 Water Utilities 

        551050 
Independent Power 
Producers & Energy Traders 
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Appendix 10: Sub samples 
Sample 1: Finacially poor performers   

 
Sample 2: Financially healthy firms   

 
Sample 3: Divestments under the financial crisis 

Deal 
no. Vendor name Rating 

 

Deal 
no. Vendor name Rating 

 
Deal no. Vendor name 

6 M-REAL OYJ 3  1 ATLAS COPCO AB 0 

 

6 M-REAL OYJ 

12 RAISIO OYJ 3  5 EAST ASIATIC CO LTD A/S 0 

 

7 DANISCO A/S 

6 M-REAL OYJ 5  1 ATLAS COPCO AB 0 

 

17 A.P. MOLLER - MAERSK A/S 

19 UPM-KYMMENE 3  17 A.P. MOLLER - MAERSK A/S 0 

 

3 TDC A/S 

6 M-REAL OYJ 3  18 MODERN TIMES GROUP AB 0 

 

23 PA RESOURCES AB 

24 SVENSKA CELLULOSA AB SCA 3  5 EAST ASIATIC CO LTD A/S 0 

 

24 SVENSKA CELLULOSA AB SCA 

15 TELEFONAKTIEBOLAGET LM 
ERICSSON 

3  2 SSAB AB 0 

 

28 SWEDISH MATCH AB 

38 ENIRO AB 3  30 DSV DE SAMMENSLUTTEDE 
VOGNMAEND AF 13-7 
1976 A/S 

0 

 

32 MUNTERS AB 

49 ASPOCOMP GROUP OYJ 5  35 RAUTARUUKKI OYJ 0 

 

15 TELEFONAKTIEBOLAGET LM 
ERICSSON 

54 FLSMIDTH & CO. A/S 4  19 UPM-KYMMENE 0 

 

43 ORIOLA-KD OYJ 

57 DANTHERM A/S 4  12 RAISIO OYJ 0 

 

12 RAISIO OYJ 

59 AURIGA INDUSTRIES A/S 3  50 TELE2 AB 0 

 

25 HALDEX AB 

65 LEMMINKAINEN OYJ 4  55 FINNAIR OYJ 0 

 

48 CARLSBERG A/S 

66 NCC AB 3  56 AXFOOD AB 0 

 

50 TELE2 AB 

4 STORA ENSO OYJ 3  61 KESKO OYJ 0 

 

52 SAAB AB 

10 OUTOKUMPU OYJ 3  62 TELIASONERA AB 0 

 

57 DANTHERM A/S 

75 ROTTNEROS AB 3  64 STOCKMANN OYJ ABP 0 

 

4 STORA ENSO OYJ 

79 PROFFICE AB 3  68 LUNDIN PETROLEUM AB 0 

 

75 ROTTNEROS AB 

90 AFFECTO OYJ 3  50 TELE2 AB 0 

 

80 MORPHIC TECHNOLOGIES AB 

91 GLUNZ & JENSEN A/S 5  76 RUUKKI GROUP OYJ 0 

 

66 NCC AB 

99 ANOTO GROUP AB 3  81 UPONOR OYJ 0 

 

90 AFFECTO OYJ 

79 PROFFICE AB 5  82 ELISA OYJ 0 

 

92 CYBERCOM GROUP AB 

102 AHLSTROM OYJ 4  86 HUMAN CARE HC AB 0 

 

99 ANOTO GROUP AB 

104 XEZZEX AB 3  64 STOCKMANN OYJ ABP 0 

 

101 TOPOTARGET A/S 

107 STONESOFT OYJ 3  17 A.P. MOLLER - MAERSK A/S 0 

 

104 XEZZEX AB 

108 ASPIRO AB 4  95 GYLDENDALSKE 
BOGHANDEL NORDISK 
FORLAG A/S 

0 

 

108 ASPIRO AB 

115 CISION AB 5  25 HALDEX AB 0 

 

109 TILGIN AB 

116 A-COM AB 4  113 NOKIAN RENKAAT OYJ 0 

 

115 CISION AB 

117 XANO INDUSTRI AB 5  114 ÅF AB 0 

 

116 A-COM AB 

124 CENCORP OYJ 4  120 ETTEPLAN OYJ 0 

 

115 CISION AB 

15 TELEFONAKTIEBOLAGET LM 
ERICSSON 

3  121 POYRY OYJ 0 

 

129 GETUPDATED INTERNET 
MARKETING AB 

129 GETUPDATED INTERNET 
MARKETING AB 

4  127 EVIA OYJ 0 
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Appendix 11: GDP and export of goods and services 
 

 Finland, Sweden and Denmark; GDP - Constant Prices 

 

Source: Datastream, EUROSTAT, Seasonally adjusted. 

Finland, Sweden and Denmark; Exports of goods and services, Constant Prices 2000 prices, Index 100 = 15-

5-2006 

 

Source: Datastream, OECD Economic Outlook, Copyright OECD: FNOCFEGSD, DKOCFEGSD, 

SKOCFEGSD.  
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Appendix 12: Sample characteristics 

*All financial measures are from the financial year prior to the announcement of divestment               

** The industry is categorized according to the vendor company's GIGS code                 

Deal 

no. Vendor name Industry ** Sales * 

Profit 

before 

tax 

Net 

income 

Total 

assets 

Non-

current 

liab. + 

loans 

EBITDA 

Margin 

Current 

ratio ROA  

Total 

debt 

to 

toal 

equity 

1 
ATLAS COPCO AB Capital goods          

5.665.086  
              

990.567  
               

698.723  
              
5.853.401  

                    
1.525.941  

22,8% 1,56 0,12 1,14 

2 
SSAB AB Materials Industry          

4.328.887  
              

737.598  
               

482.976  
              
9.713.120  

                    
5.364.327  

25,0% 2,01 0,08 2,17 

3 
TDC A/S Telecom Services 

Industry 
         
4.839.464  

              
499.407  

               
324.200  

           
11.558.729  

                    
5.981.029  

36,1% 0,46 0,03 2,19 

4 
STORA ENSO OYJ Materials Industry        

14.758.200  
              

631.800  
               

585.000  
           
17.440.300  

                    
6.873.008  

12,0% 1,50 0,03 1,24 

5 

EAST ASIATIC CO LTD A/S Food Beverage 
and Tobacco 
Industry 

             
348.846  

                
30.212  

                 
35.986  

                 
509.169  

                          
43.650  

12,5% 2,26 0,07 0,63 

6 
M-REAL OYJ Materials Industry          

4.523.000  
            

(273.000) 
             

(194.000) 
              
5.194.000  

                    
2.709.988  

6,3% 1,70 -0,03 2,21 

7 

DANISCO A/S Food Beverage 
and Tobacco 
Industry 

         
2.750.149  

              
207.637  

               
142.004  

              
4.212.466  

                    
1.178.103  

16,3% 1,03 0,03 1,48 

8 
TDC A/S Telecom Services 

Industry 
         
5.717.280  

          
1.428.145  

            
1.330.930  

           
12.120.166  

                    
5.060.765  

60,5% 1,16 0,11 1,48 

9 
STORA ENSO OYJ Materials Industry        

13.459.700  
                

77.300  
             

(214.700) 
           
15.310.800  

                    
5.155.519  

13,1% 1,66 -0,01 1,05 

10 
OUTOKUMPU OYJ Materials Industry          

5.200.000  
              

440.000  
               

382.000  
              
7.077.000  

                    
3.195.999  

14,7% 1,51 0,06 1,87 

11 
ATLAS COPCO AB Capital goods          

4.886.663  
              

534.703  
               

356.324  
              
4.991.362  

                    
1.705.302  

19,3% 1,69 0,07 1,18 

12 

RAISIO OYJ Food Beverage 
and Tobacco 
Industry 

             
868.528  

              
(27.212) 

                
(26.660) 

                 
674.995  

                        
281.678  

5,3% 1,48 -0,04 2,48 

13 

DANISCO A/S Food Beverage 
and Tobacco 
Industry 

         
2.823.975  

              
119.827  

                 
75.596  

              
4.324.225  

                    
1.083.012  

16,6% 0,89 0,02 1,60 

14 
TDC A/S Telecom Services 

Industry 
         
6.412.940  

              
608.540  

               
462.206  

           
10.833.404  

                                   
-    

29,5% 0,96 0,04 30,12 

15 
TELEFONAKTIEBOLAGET LM 
ERICSSON 

 Tech Hardware & 
Equip Industry 

       
16.439.903  

          
3.550.598  

            
2.589.854  

           
22.242.923  

                    
3.408.378  

25,2% 1,93 0,12 0,99 

16 
M-REAL OYJ Materials Industry          

5.729.000  
            

(408.000) 
             

(396.000) 
              
6.172.000  

                    
2.976.998  

5,7% 1,52 -0,06 2,35 

17 
A.P. MOLLER - MAERSK A/S Transportation 

Industry 
       
42.879.313  

          
7.181.381  

            
2.305.917  

           
46.649.949  

                  
17.225.190  

26,0% 0,98 0,05 1,29 

18 
MODERN TIMES GROUP AB Media Industry           

1.206.382  
              

213.526  
               

144.363  
              
1.160.626  

                          
71.192  

19,3% 1,12 0,13 0,93 

19 
UPM-KYMMENE Materials Industry              

133.541  
                  

1.031  
                       

718  
                   
22.959  

                                
130  

2,1% 1,13 0,03 7,31 

20 
TDC A/S Telecom Services 

Industry 
         
5.340.591  

              
502.108  

               
394.970  

           
10.182.608  

                    
6.419.111  

33,5% 0,79 0,04 5,42 

21 
UPM-KYMMENE Materials Industry              

136.048  
                  

1.398  
                       

885  
                   
22.972  

                                
504  

2,5% 1,08 0,03 10,24 

22 
M-REAL OYJ Materials Industry          

6.106.800  
              

(95.300) 
                

(95.000) 
              
7.106.200  

                    
3.153.299  

8,9% 1,35 -0,01 2,16 

23 
PA RESOURCES AB Energy Industry              

291.383  
              

161.819  
               

100.313  
                 
711.375  

                        
303.001  

72,7% 1,15 0,16 1,02 

24 
SVENSKA CELLULOSA AB SCA Materials Industry        

11.127.354  
              

638.508  
               

464.786  
           
14.617.491  

                    
4.687.542  

13,7% 0,96 0,03 1,23 

25 
HALDEX AB Capital goods              

548.379  
                  

5.365  
                    

8.096  
                 
491.512  

                        
134.605  

0,6% 1,57 0,02 1,13 

26 
TDC A/S Telecom Services 

Industry 
         
5.534.682  

              
449.440  

               
231.896  

           
11.895.819  

                    
5.563.724  

32,2% 1,38 0,02 1,94 
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Deal 
no. Vendor name Industry ** Sales * 

Profit 

before 
tax 

Net 
income 

Total 
assets 

Non-

current 

liab. + 
loans 

EBITDA 
Margin 

Current 
ratio ROA  

Total 

debt 

to 

toal 
equity 

27 
EAST ASIATIC CO LTD 
A/S 

Food Beverage and 
Tobacco Industry 

             
884.462  

                
63.529  

                 
26.482  

                 
598.112  

                        
100.854  

10,3% 2,00 0,05 0,90 

28 
SWEDISH MATCH AB Food Beverage and 

Tobacco Industry 
         
1.210.855  

              
243.422  

               
207.912  

              
1.688.591  

                    
1.222.907  

26,3% 2,03 0,12 12,33 

29 
SSAB AB Materials Industry          

2.182.782  
              

146.165  
                 

97.842  
              
2.025.516  

                        
476.644  

12,8% 2,22 0,05 0,86 

30 

DSV DE 
SAMMENSLUTTEDE 
VOGNMAEND AF 13-7 
1976 A/S 

Transportation 
Industry 

         
2.353.649  

                
70.300  

                 
40.399  

              
1.067.122  

                        
266.987  

6,1% 0,88 0,04 2,41 

31 
NOKIA OYJ  Tech Hardware & 

Equip Industry 
       
41.322.000  

              
962.000  

               
891.000  

           
35.738.000  

                    
7.505.968  

9,6% 1,55 0,02 1,73 

32 
MUNTERS AB Capital goods              

637.142  
                

23.995  
                 

13.071  
                 
387.143  

                        
135.971  

7,6% 1,85 0,03 1,84 

33 
SVENSKA CELLULOSA 
AB SCA 

Materials Industry        
12.052.061  

              
872.429  

               
756.027  

           
15.363.096  

                    
3.791.238  

17,5% 0,81 0,05 1,28 

34 
TELEFONAKTIEBOLAGET 
LM ERICSSON 

 Tech Hardware & 
Equip Industry 

       
19.383.336  

          
1.584.728  

            
1.037.074  

           
26.281.860  

                    
4.106.795  

14,5% 1,91 0,04 1,03 

35 
RAUTARUUKKI OYJ Materials Industry          

3.674.000  
              

612.000  
               

455.000  
              
2.701.000  

                        
697.918  

21,5% 1,92 0,17 0,80 

36 
HEXAGON AB Capital goods              

921.113  
                

60.046  
                 

46.616  
                 
821.110  

                        
352.065  

11,7% 2,03 0,06 2,02 

37 
SATAIR AS Capital goods              

290.480  
                  

6.944  
                    

5.456  
                 
211.528  

                          
27.684  

9,3% 1,62 0,03 1,50 

38 
ENIRO AB Media Industry               

749.565  
              

152.546  
               

116.594  
              
2.014.734  

                    
1.122.334  

33,8% 0,70 0,06 2,56 

39 
METSO OYJ Capital goods          

3.700.000  
              

140.000  
               

143.000  
              
3.570.000  

                    
1.132.956  

9,4% 1,43 0,04 2,61 

40 
ELEKTROBIT OYJ  Tech Hardware & 

Equip Industry 
             
215.436  

                
26.647  

                 
18.951  

                 
193.647  

                          
30.697  

16,9% 2,77 0,10 0,61 

41 
NOKIA OYJ  Tech Hardware & 

Equip Industry 
       
29.892.000  

          
4.705.000  

            
3.192.000  

           
22.669.000  

                        
462.508  

17,9% 2,45 0,14 0,59 

42 
UPM-KYMMENE Materials Industry                

19.389  
                  

1.206  
                       

754  
                      
5.797  

                                
307  

6,2% 2,14 0,10 1,03 

43 

ORIOLA-KD OYJ Health Care Equip 
and Services 
Industry 

         
1.717.400  

                
62.000  

                 
49.500  

                 
923.100  

                          
29.500  

4,3% 1,00 0,06 2,79 

44 
RAISIO OYJ Food Beverage and 

Tobacco Industry 
             
504.800  

                
27.500  

                 
22.100  

                 
364.000  

                          
25.397  

8,6% 3,50 0,06 0,30 

45 
HALDEX AB Capital goods              

845.950  
                

23.513  
                 

14.510  
                 
538.264  

                        
185.888  

7,2% 1,86 0,03 1,74 

46 
VOLVO AB Capital goods        

23.456.866  
          

1.448.690  
            

1.096.519  
           
24.889.554  

                    
9.266.766  

11,0% 1,40 0,04 2,20 

47 
TELEFONAKTIEBOLAGET 
LM ERICSSON 

 Tech Hardware & 
Equip Industry 

       
20.075.293  

          
3.254.689  

            
2.312.779  

           
25.961.779  

                    
3.855.125  

20,7% 2,04 0,09 0,83 

48 
CARLSBERG A/S Food Beverage and 

Tobacco Industry 
         
6.114.427  

              
486.392  

               
307.441  

              
8.193.972  

                    
3.424.201  

18,0% 0,87 0,04 2,29 

49 
ASPOCOMP GROUP OYJ  Tech Hardware & 

Equip Industry 
             
152.263  

              
(25.225) 

                
(31.313) 

                 
184.777  

                          
54.508  

-3,5% 0,88 -0,17 3,14 

50 
TELE2 AB Telecom Services 

Industry 
         
3.678.930  

              
169.089  

               
221.803  

              
4.336.060  

                        
312.846  

21,2% 0,80 0,05 0,67 

51 
NOKIA OYJ  Tech Hardware & 

Equip Industry 
       
53.362.000  

          
8.268.000  

            
7.205.000  

           
37.599.000  

                    
4.022.688  

17,3% 1,54 0,24 1,55 

52 
SAAB AB Capital goods          

2.516.031  
              

259.388  
               

203.464  
              
3.580.062  

                        
541.871  

15,9% 0,91 0,06 2,08 

53 
MODERN TIMES 
GROUP AB 

Media Industry               
687.953  

                
40.846  

                 
31.497  

                 
622.108  

                        
146.210  

12,8% 1,18 0,05 1,66 

54 
FLSMIDTH & CO. A/S Capital goods          

2.000.023  
            

(338.874) 
             

(339.938) 
              
1.512.177  

                        
544.853  

2,1% 1,20 -0,19 3,24 

55 
FINNAIR OYJ Transportation 

Industry 
         
1.899.300  

                
87.500  

                 
61.400  

              
1.638.400  

                        
381.789  

8,9% 1,16 0,04 1,44 

56 
AXFOOD AB  Food & Staples 

Retailing Industry 
         
3.202.197  

              
121.646  

                 
88.682  

                 
801.354  

                        
134.962  

5,6% 1,19 0,11 1,73 

57 
DANTHERM A/S Capital goods              

179.231  
              

(28.397) 
                

(39.194) 
                 
141.172  

                          
36.371  

-1,3% 0,97 -0,24 4,95 

58 
SKANSKA AB Capital goods        

13.635.225  
              

480.257  
               

352.174  
              
7.001.413  

                        
845.941  

4,8% 1,25 0,05 2,88 

59 
AURIGA INDUSTRIES 
A/S 

Materials Industry              
697.643  

              
(12.316) 

                
(22.921) 

                 
756.758  

                        
180.601  

4,6% 1,74 -0,03 1,50 
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Deal 

no. Vendor name Industry ** Sales * 

Profit 

before 

tax 

Net 

income 

Total 
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Non-

current 

liab. + 
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EBITDA 
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Current 

ratio ROA  
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debt to 

toal 

equity 

60 
KEMIRA OYJ Materials Industry          

2.766.200  
              

121.000  
                 

76.000  
              
2.585.800  

                        
808.442  

11,5% 1,38 0,03 1,50 

61 
KESKO OYJ  Food & Staples 

Retailing Industry 
         
9.289.900  

              
357.800  

               
368.700  

              
3.807.200  

                        
496.125  

4,4% 1,32 0,10 1,18 

62 
TELIASONERA 
AB 

Telecom Services 
Industry 

         
9.005.391  

          
1.512.689  

               
988.216  

           
20.685.059  

                    
5.125.300  

37,0% 1,21 0,05 0,69 

63 
SAAB AB Capital goods          

2.086.795  
              

165.201  
               

126.643  
              
3.258.647  

                        
806.488  

12,9% 1,20 0,04 2,33 

64 
STOCKMANN 
OYJ ABP 

Retailing          
1.412.700  

                
74.000  

                 
51.700  

                 
800.800  

                          
74.624  

5,6% 2,86 0,07 0,46 

65 
LEMMINKAINEN 
OYJ 

Capital goods          
1.968.684  

              
(10.026) 

                
(26.086) 

              
1.033.708  

                        
441.614  

2,8% 1,75 -0,02 2,75 

66 
NCC AB Capital goods          

4.983.269  
              

(35.530) 
                

(46.310) 
              
3.299.703  

                        
718.669  

4,3% 1,27 -0,01 3,85 

67 
STORA ENSO 
OYJ 

Materials Industry          
9.084.900  

            
(886.800) 

             
(879.700) 

           
11.593.200  

                    
4.664.138  

5,7% 1,44 -0,07 1,26 

68 
LUNDIN 
PETROLEUM AB 

Energy Industry              
122.729  

              
110.792  

               
101.241  

                 
294.312  

                                   
-    

48,1% 1,55 0,34 0,46 

69 
OUTOKUMPU 
OYJ 

Materials Industry          
5.582.000  

                
22.000  

             
(364.000) 

              
5.507.000  

                    
2.420.941  

6,0% 1,61 -0,06 1,69 

70 
LUNDIN 
PETROLEUM AB 

Energy Industry              
489.941  

              
202.585  

                 
88.829  

              
1.956.371  

                                   
-    

62,1% 1,20 0,06 0,98 

71 
ATLAS COPCO 
AB 

Capital goods          
6.736.355  

          
1.115.718  

               
787.908  

              
6.001.087  

                    
2.496.389  

22,1% 1,79 0,13 2,90 

72 
MEDA AB Pharmaceuticals & 

Biotech Industry 
             
305.989  

                
15.082  

                 
15.285  

              
1.224.842  

                        
700.258  

20,6% 1,44 0,02 2,06 

73 
FINNAIR OYJ Transportation 

Industry 
         
2.005.200  

              
(14.700) 

                
(13.600) 

              
1.660.100  

                        
441.826  

4,6% 0,84 -0,01 1,77 

74 
TELE2 AB Telecom Services 

Industry 
         
4.779.155  

              
297.566  

               
211.105  

              
5.308.248  

                        
190.611  

15,3% 0,88 0,04 0,52 

75 
ROTTNEROS AB Materials Industry              

253.358  
              

(35.419) 
                

(30.451) 
                 
186.936  

                          
64.949  

-3,0% 1,71 -0,14 1,51 

76 
RUUKKI GROUP 
OYJ 

Capital goods              
220.635  

                
19.158  

                 
12.651  

                 
499.990  

                          
31.748  

11,1% 7,09 0,04 0,22 

77 
METSO OYJ Capital goods          

4.246.000  
              

292.000  
               

236.000  
              
3.904.000  

                        
976.986  

10,5% 1,36 0,06 2,04 

78 
ALDATA 
SOLUTION OYJ 

Software & Services                
75.725  

                  
2.305  

                       
252  

                   
52.647  

                            
1.325  

8,2% 1,56 0,00 1,10 

79 
PROFFICE AB Commercial Services 

and Supplies 
             
257.867  

                  
2.982  

                    
4.367  

                 
105.128  

                          
10.545  

-2,1% 0,84 0,04 3,03 

80 

MORPHIC 
TECHNOLOGIES 
AB 

Capital goods                
29.238  

              
(30.814) 

                
(27.773) 

                 
111.476  

                          
15.894  

-50,1% 2,48 -0,26 0,50 

81 
UPONOR OYJ Capital goods          

1.021.000  
                

20.800  
                    

1.600  
                 
789.200  

                        
125.913  

10,8% 1,76 0,00 0,68 

82 
ELISA OYJ Telecom Services 

Industry 
         
1.372.200  

              
212.500  

               
151.700  

              
1.863.700  

                        
685.861  

32,5% 1,65 0,08 1,11 

83 
NCC AB Capital goods          

6.197.400  
              

276.775  
               

238.570  
              
3.615.583  

                        
609.360  

6,1% 1,31 0,07 3,73 

84 
NESTE OIL OYJ Energy Industry          

9.993.000  
              

823.000  
               

667.000  
              
3.829.000  

                    
1.124.945  

8,3% 1,13 0,19 1,39 

85 
TALENTUM OYJ Media Industry               

125.800  
                

12.900  
                    

8.800  
                   
89.000  

                            
9.801  

13,6% 0,70 0,10 1,93 

86 
HUMAN CARE 
HC AB 

Health Care Equip and 
Services Industry 

               
24.666  

                  
2.256  

                    
1.604  

                   
18.543  

                            
3.197  

11,3% 1,90 0,09 0,64 

87 
STOCKMANN 
OYJ ABP 

Retailing          
1.448.900  

                
78.900  

                 
59.300  

                 
749.000  

                          
79.420  

7,8% 1,85 0,08 0,60 

88 
A.P. MOLLER - 
MAERSK A/S 

Transportation 
Industry 

       
28.135.390  

          
4.426.606  

            
2.692.824  

           
38.180.201  

                  
15.075.319  

25,3% 1,29 0,09 1,35 
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89 
TRAINERS' 
HOUSE OYJ 

Commercial Services 
and Supplies 

               
27.745  

                 
(3.850) 

                  
(7.016) 

                   
77.209  

                          
20.384  

3,3% 1,00 -0,08 0,50 

90 
AFFECTO OYJ Software & Services                

97.543  
                  

9.458  
                    

6.981  
                 
162.070  

                          
49.596  

14,9% 1,10 0,06 1,57 

91 
GLUNZ & 
JENSEN A/S 

Capital goods                
92.160  

                 
(9.952) 

                
(10.748) 

                   
62.670  

                            
2.675  

11,4% 0,75 -0,16 2,31 

92 
CYBERCOM 
GROUP AB 

Software & Services              
123.389  

                  
9.656  

                    
7.100  

                 
147.058  

                          
34.306  

10,9% 1,37 0,07 0,96 

93 
RAUTARUUKKI 
OYJ 

Materials Industry          
2.959.000  

                
70.000  

                 
53.000  

              
2.403.000  

                        
994.957  

11,1% 1,86 0,02 1,87 

94 
UPM-
KYMMENE 

Materials Industry              
112.532  

                      
629  

                       
340  

                      
9.486  

                                
329  

1,8% 1,53 0,02 2,06 

95 

GYLDENDALSKE 
BOGHANDEL 
NORDISK 
FORLAG A/S 

Media Industry               
117.452  

                
12.149  

                    
8.845  

                 
108.580  

                            
9.772  

13,3% 1,96 0,09 0,80 

96 
METSO OYJ Capital goods          

4.961.000  
              

421.000  
               

409.000  
              
4.958.000  

                        
972.990  

11,3% 1,15 0,09 2,38 

97 
SECURITAS AB Commercial Services 

and Supplies 
         
6.624.666  

              
375.560  

               
280.563  

              
4.311.184  

                    
1.372.466  

9,4% 1,02 0,07 2,28 

98 
TELE2 AB Telecom Services 

Industry 
         
5.575.943  

            
(241.153) 

             
(399.894) 

              
7.319.103  

                    
1.866.922  

4,3% 1,06 -0,05 1,30 

99 
ANOTO GROUP 
AB 

 Tech Hardware & 
Equip Industry 

               
17.966  

                    
(704) 

                     
(788) 

                   
59.793  

                                
288  

3,9% 1,95 -0,01 0,25 

100 
PROFFICE AB Commercial Services 

and Supplies 
             
314.437  

              
(11.765) 

                  
(8.657) 

                 
119.315  

                          
10.100  

-1,0% 0,86 -0,08 4,75 

101 
TOPOTARGET 
A/S 

Pharmaceuticals & 
Biotech Industry 

                 
5.882  

              
(19.091) 

                
(18.786) 

                   
78.297  

                          
15.339  

-48,7% 2,46 -0,23 0,42 

102 
AHLSTROM OYJ Materials Industry          

1.608.600  
              

(40.100) 
                

(32.900) 
              
1.530.200  

                        
376.326  

7,6% 1,03 -0,02 1,23 

103 
TEKLA OYJ Software & Services                

40.303  
                 

(9.323) 
                  

(9.503) 
                   
35.707  

                            
2.246  

-3,6% 2,65 -0,24 0,47 

104 
XEZZEX AB Software & Services                  

1.806  
                      

201  
                       

201  
                      
2.169  

                                   
-    

19,8% 0,43 0,10 1,38 

105 
ENIRO AB Media Industry               

534.421  
              

125.531  
                 

84.797  
                 
816.449  

                        
269.032  

27,5% 0,60 0,11 2,91 

106 
RAUTARUUKKI 
OYJ 

Materials Industry          
2.959.000  

                
70.000  

                 
53.000  

              
2.403.000  

                        
994.957  

11,1% 1,86 0,02 1,87 

107 
STONESOFT OYJ Software & Services                

22.828  
                 

(5.719) 
                  

(6.008) 
                   
26.027  

                            
1.066  

-22,9% 2,67 -0,21 0,61 

108 
ASPIRO AB Software & Services                

44.677  
                 

(1.929) 
                  

(1.334) 
                   
39.384  

                                
719  

0,0% 1,73 -0,03 0,40 

109 
TILGIN AB Telecom Services 

Industry 
               
41.482  

                 
(5.451) 

                  
(5.451) 

                   
18.364  

                                
289  

-8,4% 1,75 -0,19 0,76 

110 
COMPONENTA 
OYJ 

Capital goods              
316.503  

                
15.558  

                 
20.574  

                 
273.095  

                        
102.749  

7,5% 0,86 0,09 4,21 

111 
SKANSKA AB Capital goods        

13.300.230  
              

545.345  
               

413.162  
              
7.595.521  

                        
902.203  

5,0% 1,25 0,06 2,86 

112 
HALDEX AB Capital goods              

872.797  
                

34.845  
                 

34.071  
                 
523.567  

                        
178.423  

8,0% 2,04 0,07 1,50 

113 
NOKIAN 
RENKAAT OYJ 

Automobiles and 
Components Industry 

             
531.037  

                
69.616  

                 
47.598  

                 
476.071  

                        
142.728  

21,7% 1,80 0,10 1,25 

114 
ÅF AB Commercial Services 

and Supplies 
             
459.840  

                
36.944  

                 
26.339  

                 
351.105  

                          
18.017  

9,8% 1,16 0,08 0,98 

115 
CISION AB Commercial Services 

and Supplies 
             
143.959  

              
(33.274) 

                
(35.863) 

                 
211.298  

                          
69.205  

-10,7% 0,62 -0,16 2,18 

  



9. Appendices 

135 
 

Deal 
no. Vendor name Industry ** Sales * 

Profit 

before 
tax 

Net 
income 

Total 
assets 

Non-

current 

liab. + 
loans 

EBITDA 
Margin 

Current 
ratio ROA  

Total 

debt 

to 

toal 
equity 

116 
A-COM AB Media Industry                 

81.028  
                      

536  
                     

(297) 
                   
44.260  

                            
4.648  

2,3% 0,74 -0,01 1,20 

117 
XANO INDUSTRI AB Capital goods              

105.112  
                    

(850) 
                     

(886) 
                 
112.981  

                          
36.238  

7,1% 0,91 -0,01 1,97 

118 
PEAB AB Capital goods          

2.452.305  
                

57.899  
                 

43.007  
              
1.276.439  

                        
129.130  

4,3% 1,03 0,04 3,38 

119 
XANO INDUSTRI AB Capital goods                

56.936  
                  

4.244  
                    

4.910  
                   
70.259  

                          
28.042  

16,3% 1,56 0,07 1,40 

120 

ETTEPLAN OYJ Commercial 
Services and 
Supplies 

             
101.892  

                  
6.695  

                    
4.172  

                   
55.222  

                          
11.210  

8,7% 1,40 0,09 1,44 

121 

POYRY OYJ Commercial 
Services and 
Supplies 

             
623.600  

                
50.200  

                 
33.600  

                 
400.800  

                          
24.006  

9,2% 1,29 0,09 1,56 

122 

SEMCON AB Commercial 
Services and 
Supplies 

             
159.825  

                
10.427  

                    
7.245  

                   
71.297  

                            
6.475  

7,4% 1,34 0,11 2,37 

123 
STORA ENSO OYJ Materials 

Industry 
       
12.509.800  

              
639.000  

               
739.700  

           
16.411.900  

                    
5.753.187  

14,7% 1,59 0,04 1,04 

124 
CENCORP OYJ  Tech Hardware 

& Equip Industry 
               
32.202  

                    
(230) 

                     
(415) 

                   
26.114  

                            
7.989  

5,6% 1,50 -0,02 2,49 

125 
TELEFONAKTIEBOLAGET 
LM ERICSSON 

 Tech Hardware 
& Equip Industry 

       
12.981.654  

         
(1.317.222) 

          
(1.180.200) 

           
19.848.341  

                    
8.206.292  

-6,1% 2,41 -0,06 2,02 

126 
ORC SOFTWARE AB Software & 

Services 
               
46.230  

                  
7.542  

                    
5.528  

                   
52.554  

                            
5.993  

21,7% 1,08 0,13 0,86 

127 
EVIA OYJ Media Industry                 

16.633  
                      

132  
                       

124  
                      
7.165  

                                
611  

7,0% 1,07 0,02 1,10 

128 

CISION AB Commercial 
Services and 
Supplies 

             
164.042  

              
(20.545) 

                
(25.095) 

                 
251.030  

                          
92.778  

-4,0% 0,96 -0,09 1,50 

129 

GETUPDATED 
INTERNET MARKETING 
AB 

Media Industry                 
26.816  

                 
(8.928) 

                
(10.588) 

                   
37.529  

                            
3.011  

-8,6% 0,65 -0,24 1,02 
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Appendix 13 T-stat values and test for normality 
 

Table 1: Test statistic table 

 

Source: Authors own creation 

 

Table 2: Test for normality 

 

  

T stat at different confidence levels

Confidence level

N DF 90% 95% 99%

129 128 1,657 1,979 2,615

98 97 1,661 1,985 2,627

97 96 1,661 1,985 2,628

32 31 1,696 2,040 2,744

31 30 1,697 2,042 2,750

Descriptive statistics and test for normality

Event Window: Total sample

Subsample 1: 

Financially poor 

performing firms

Residual to 

subsample 1

Subsample 2: 

Financially 

healthy firms

Residual to 

subsample 2

Subsample 3: 

Divestments 

during crisis

Residual to 

subsample 3

Mean 1,78% 3,26% 1,27% 1,91% 1,73% 3,42% 1,23%

Standard Error 0,01                           0,02                           0,01                           0,01                           0,01                           0,02                           0,01                           

Median 0,49% 1,06% 0,38% 0,28% 0,66% 1,30% 0,46%

Standard Deviation 0,07                           0,12                           0,05                           0,06                           0,08                           0,10                           0,06                           

Sample Variance 0,0055                     0,0139                     0,0026                     0,0036                     0,0062                     0,0099                     0,0040                     

Kurtosis 15,39                        7,75                           7,74                           9,23                           15,82                        1,25                           37,42                        

Skewness 2,89                           2,22                           2,11                           2,75                           2,91                           0,68                           5,07                           

Minimum -0,18 -0,18 -0,10 -0,04 -0,18 -0,18 -0,10

Maximum 0,50                           0,50                           0,27                           0,27                           0,50                           0,27                           0,50                           

Sum 2,30                           1,04                           1,23                           0,61                           1,68                           1,06                           1,20                           

Count 129                             32                                97                                32                                97                                31                                98                                

JB test 1.452,02                 106,30                     313,66                     154,07                     1.148,60                 4,42                           6.138,12                 

Authors own creation
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Appendix 14: Test for heteroscedasticity  

 

Source: Authors own creation. The residual plots are randomly selected from the total sample. 
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Appendix 15: Test for autocorrelation 
Lower bound 1,758   Upper bound 1,779   

Comapny Announcement date Durbin-Watson Comapny Announcement date 

Durbin-
Watson 
measure 

MEDA 'A' (~E ) 31-03-2006 1,194 TDC (~E ) 19-01-2007 2,089 

CISION (~E ) 01-10-2009 1,355 TEKLA (~E ) 16-09-2004 2,094 

TOPOTARGET (~E ) 02-03-2010 1,518 A P MOLLER - MAERSK 'B' (~E ) 17-12-2009 2,094 

ORC SOFTWARE (~E ) 25-04-2007 1,645 LUNDIN PETROLEUM (~E ) 18-07-2007 2,098 

NOKIA (~E ) 01-10-2004 1,681 TELE2 'B' (~E ) 08-10-2007 2,098 

COMPONENTA (~E ) 05-07-2005 1,706 AF 'B' (~E ) 27-09-2010 2,101 

AURIGA INDUSTRIES 'B' (~E ) 02-07-2007 1,708 GYLDENDAL 'B' (~E ) 04-03-2008 2,105 

M-REAL 'B' (~E ) 30-12-2004 1,717 DANISCO (~E ) 14-07-2008 2,107 

EAST ASIATIC COMPANY (~E ) 14-11-2005 1,731 TDC (~E ) 14-10-2005 2,108 

RUUKKI GROUP (~E ) 23-06-2008 1,742 NESTE OIL (~E ) 20-12-2006 2,125 

HALDEX (~E ) 02-01-2007 1,743 UPM-KYMMENE (~E ) 11-10-2007 2,127 

NOKIA (~E ) 05-04-2005 1,743 ALDATA SOLUTIONS OYJ (~E ) 13-12-2004 2,131 

ROTTNEROS (~E ) 11-03-2009 1,782 XANO INDUSTRI 'B' (~E ) 12-08-2010 2,134 

NOKIA (~E ) 17-04-2008 1,786 TDC (~E ) 17-09-2010 2,138 

PA RESOURCES 'B' (~E ) 01-12-2008 1,791 SVEN.CELL.AKTIEBOLAGET SPN.ADR 1:1 (~E ) 18-06-2008 2,139 

ENIRO (~E ) 06-08-2007 1,808 XEZZEX (~E ) 14-06-2010 2,143 

PEAB 'B' (~E ) 01-12-2005 1,809 EAST ASIATIC COMPANY (~E ) 05-07-2010 2,145 

HALDEX (~E ) 17-12-2010 1,824 KESKO 'B' (~E ) 21-12-2007 2,150 

DSV 'B' (~E ) 22-01-2004 1,833 XANO INDUSTRI 'B' (~E ) 03-04-2006 2,153 

HEXAGON 'B' (~E ) 13-06-2005 1,839 POYRY (~E ) 13-02-2007 2,154 

LUNDIN PETROLEUM (~E ) 13-10-2004 1,853 HUMAN CARE H C (~E ) 17-12-2007 2,178 

NCC 'B' (~E ) 31-12-2008 1,860 GETUPDATED INET.MKTG. (~E ) 02-04-2009 2,180 

HALDEX (~E ) 25-12-2008 1,865 ELISA (~E ) 21-03-2005 2,182 

ASPOCOMP GROUP (~E ) 09-11-2007 1,885 CISION (~E ) 02-03-2010 2,187 

OUTOKUMPU 'A' (~E ) 27-02-2006 1,887 TDC (~E ) 30-09-2009 2,188 

AHLSTROM (~E ) 15-12-2010 1,889 STORA ENSO 'R' (~E ) 06-03-2008 2,188 

CYBERCOM GROUP EUROPE (~E ) 03-10-2008 1,891 METSO (~E ) 04-03-2005 2,197 

UPM-KYMMENE (~E ) 21-06-2005 1,904 PROFFICE 'B' (~E ) 21-06-2005 2,212 

SEMCON (~E ) 21-12-2006 1,906 CARLSBERG 'B' (~E ) 23-07-2008 2,212 

MODERN TIMES GP.MTG 'A' (~E ) 05-07-2004 1,908 ENIRO (~E ) 05-10-2005 2,215 

ANOTO GROUP (~E ) 16-12-2008 1,912 ATLAS COPCO 'A' (~E ) 30-08-2004 2,225 

NOKIA (~E ) 06-07-2010 1,916 AXFOOD (~E ) 07-09-2005 2,229 

ORIOLA-KD 'B' (~E ) 12-05-2010 1,921 MODERN TIMES GP.MTG 'A' (~E ) 11-03-2008 2,232 

M-REAL 'B' (~E ) 29-09-2008 1,924 RAUTE 'A' (~E ) 02-02-2004 2,237 

CENCORP (~E ) 17-12-2004 1,927 DANTHERM (~E ) 26-03-2010 2,238 

STOCKMANN 'B' (~E ) 30-11-2005 1,927 TELE2 'B' (~E ) 15-10-2009 2,242 

TELIASONERA (~E ) 17-08-2004 1,933 TDC (~E ) 22-07-2004 2,252 

LM ERICSSON TEL.'B' ADR 1:1 (~E ) 12-06-2006 1,935 METSO (~E ) 26-07-2007 2,252 

SAAB 'B' (~E ) 15-07-2008 1,940 KEMIRA (~E ) 07-04-2004 2,255 

A P MOLLER - MAERSK 'B' (~E ) 29-05-2006 1,940 OUTOKUMPU 'A' (~E ) 05-04-2005 2,256 

ELEKTROBIT (~E ) 02-11-2006 1,940 VOLVO 'B' (~E ) 14-10-2005 2,259 

M-REAL 'B' (~E ) 06-07-2007 1,941 STOCKMANN 'B' (~E ) 01-06-2004 2,272 

PROFFICE 'B' (~E ) 30-06-2006 1,954 SKANSKA 'B' (~E ) 18-09-2006 2,277 

DANISCO (~E ) 03-05-2007 1,954 STONESOFT (~E ) 19-12-2006 2,300 

STORA ENSO 'R' (~E ) 21-09-2007 1,958 METSO (~E ) 23-11-2006 2,302 

LM ERICSSON TEL.'B' ADR 1:1 (~E ) 18-02-2008 1,963 RAUTARUUKKI 'K' (~E ) 25-04-2006 2,307 

LEMMINKAINEN (~E ) 15-12-2010 1,968 ETTEPLAN (~E ) 13-03-2007 2,315 

UPM-KYMMENE (~E ) 30-07-2004 1,990 FINNAIR (~E ) 24-04-2007 2,327 

FLSMIDTH & COMPANY 'B' (~E ) 09-02-2004 1,997 FINNLINES (~E ) 06-07-2006 2,335 

SSAB 'A' (~E ) 14-03-2008 2,012 SVEN.CELL.AKTIEBOLAGET SPN.ADR 1:1 (~E ) 26-04-2010 2,345 

MORPHIC TECHNOLOGIES 'B' (~E ) 12-08-2009 2,022 RAUTARUUKKI 'K' (~E ) 01-04-2004 2,347 

ATLAS COPCO 'A' (~E ) 06-10-2006 2,028 RAISIO (~E ) 14-05-2009 2,350 

SECURITAS 'B' (~E ) 29-04-2005 2,033 SKANSKA 'B' (~E ) 30-06-2005 2,358 

LM ERICSSON TEL.'B' ADR 1:1 (~E ) 08-07-2004 2,034 SATAIR (~E ) 25-10-2010 2,384 

EVIA DEAD - 02/07/09 (~E ) 08-04-2004 2,036 TALENTUM (~E ) 22-01-2008 2,392 

UPM-KYMMENE (~E ) 09-05-2006 2,037 UPONOR (~E ) 02-09-2004 2,393 

STORA ENSO 'R' (~E ) 22-04-2010 2,042 AFFECTO (~E ) 05-09-2008 2,400 

ATLAS COPCO 'A' (~E ) 13-02-2008 2,061 SAAB 'B' (~E ) 27-03-2006 2,429 

TELE2 'B' (~E ) 19-12-2005 2,065 A-COM (~E ) 15-10-2009 2,439 

RAISIO (~E ) 19-03-2004 2,075 TILGIN (~E ) 20-11-2008 2,440 

MUNTERS (~E ) 30-06-2010 2,076 SWEDISH MATCH (~E ) 02-07-2009 2,502 

STORA ENSO 'R' (~E ) 09-06-2005 2,080 TRAINERS HOUSE (~E ) 05-08-2010 2,508 

NCC 'B' (~E ) 14-06-2004 2,082 ASPIRO (~E ) 29-06-2010 2,550 

SSAB 'A' (~E ) 12-11-2004 2,086 LM ERICSSON TEL.'B' ADR 1:1 (~E ) 23-03-2009 2,575 

   
GLUNZ & JENSEN (~E ) 38212 2,92272 
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Appendix 16: Subsample 3 – industry classification 
 

 

Industry Cyclical Neutral Non-
Cyclical 

Technology, Hardware & Equipment 2   

Capital goods 6   

Commercial Services and Surpplies 2   

Energy  1  

Food, Beverage and Tobacco   4 

Healthcare equipment and services    1 

Materials  4   

Media   2  

Pharmaceuticals & Biotechnology   1 

Software and services 4   

Telecommunication services    3 

Transportation 1   

Total 19 3 9 

 

Source: Authors own creation. The separation between cyclical, neutral and non-cyclical industries was done according to LPL Financial Research 
recommendations.  
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Appendix 17 Event study calculations – CD 
 

Files: 

1. Portfolio stock prices and calculation stock returns 

2. Test total sample for abnormal return 

3. Test subsamples for abnormal return 

4. Sample characteristics, rating system  

5.  Bloomberg data 

 


