PRODUCT DIVERSIFICATION AND PROFITABILITY

A CASE STUDY: VESTEL A.S.

A THESIS SUBMITTED TO
THE GRADUATE SCHOOL OF SOCIAL SCIENCES
OF
MIDDLE EAST TECHNICAL UNIVERSITY

BY

BANU AKGUL

IN PARTIAL FULFILLMENT OF THE REQUIREMENTS
FOR
THE DEGREE OF MASTER OF SCIENCE
IN
THE DEPARTMENT OF ECONOMICS

MARCH 2015



Approval of the Graduate School of Social Sciences

Prof. Dr. Meliha Altunigik
Director

| certify that this thesis satisfies all the requirements as a thesis for the degree of
Master of Science.

Prof. Dr. Nadir Ocal
Head of Department

This is to certify that we have read this thesis and that in our opinion it is fully
adequate, in scope and quality, as a thesis for the degree of Master of Science.

Assoc. Prof. Dr. Kutsal Dogan Prof. Dr. Erkan Erdil
Co-Advisor Supervisor

Examining Committee Members

Prof. Dr. Erkan Erdil (METU, ECON)
Assoc. Prof. Dr. Kutsal Dogan (OZU, ECON)
Prof. Dr. Teoman Pamukcu (METU, STPS)

Assoc. Prof. Dr. Bedri Kamil Onur Tas (TOBB ETU, ECON)

Assistant Prof. Serkan Kiigiiksenel (METU, ECON)



I hereby declare that all information in this document has been obtained and
presented in accordance with academic rules and ethical conduct. | also declare
that, as required by these rules and conduct, I have fully cited and referenced all

material and results that are not original to this work.

Name, Last name: Banu Akgdl

Signature



ABSTRACT

PRODUCT DIVERSIFICATION AND PROFITABILITY
A CASE STUDY: VESTEL A.S.

Akgul, Banu
M.Sc. Department of Economics
Supervisor: Prof. Erkan Erdil
Co-Advisor: Assoc. Prof. Kutsal Dogan

March 2015, 71 pages

The aim of this study is to examine the effect of diversification on the profitability of a
firm. To this end, Vestel Co. is examined by conducting an econometric analysis with
panel data gathered from different departments of the firm. Importance and the most
significant contribution of this study to the literature is that it analyzes a single firm in
contrast to the studies including lots of firms operating in the same sector; and this
allows us to examine the effect of diversification over time, through the firm’s
lifetime. Data used in this study have been compiled from different sources within
Vestel: Budget and Planning, Research and Strategic Analysis, Finance, and Law
Departments starting from the first quarter of 1994 to second quarter of 2014. As the
results show, there exists u-shape relationship between diversification and the firm’s
profitability; i.e., with an increase in the level of diversification profitability also
increases in the long run in case of related diversification. Although, the effect of
intangible assets is negative on profitability in the short-run, its effect reverse and turn
to positive in the long run. The most important result of this study is that, with related
diversification, the firm gains profitability and enjoys its intangible assets in the long

run.

Keywords: Product Diversification, Panel Data Analysis
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URUN CESITLILIGI VE KARLILIK

DURUM CALISMASI: VESTEL TIC. A.S.

Akgul, Banu
Yiiksek Lisans, Iktisat Bolimii
Tez Yoneticisi: Prof. Dr. Erkan Erdil
Yardimci Tez Danismani: Dog. Dr. Kutsal Dogan

Mart 2015, 71 Sayfa

Bu calismanin amaci, iriin ¢esitliliginin firmanin karliligr iizerindeki etkisini
incelemektir. Bu amag icin Vestel Ticaret A.S., panel data ekonometrik analizi ile
incelenmistir. Calismanin 6nemi ve literature olan anlamli katkisi, ayn1 sektordeki pek
cok firmayi inceleyen diger calismalarin aksine bir firmanin incelenmesi ile o
firmanin zaman igerisinde ve tiim hayatt boyunca {riin cesitliliginden nasil
etkilendiginin gozlenebilmesidir. Sektorler icin 1994 yilinin birinci geyreginden 2014
yiliin ikinci ¢eyregine kadar olan data Vestel Planlama ve Biitce, Hukuk, Arastirma
ve Stratejik Gelistirme ve Finans Departmanlarindan temin edilmistir. Sonuglar
firmanin karliligi ve iriin c¢esitliligi arasinda u-formunda bir iligki oldugunu
gostermektedir; yani uzun vadede {riin cesitliligi seviyesinin artis1 ile karlilik
artmaktadir. Gayri maddi varliklar uzun vadede karliligin artmasini saglarken kisa
vadede karliligi olumsuz etkilemektedir. Calismanin en 6nemli sonucu bize sunu
gostermektedir: iligkili tirlin ¢esitliligi ile firma karliligini arttirmakta ve uzun vadede

gayri maddi varliklarindan faydalanmaktadir.

Anahtar Kelimeler: Uriin ¢esitliligi, Panel Data Analizi
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CHAPTER 1

INTRODUCTION

Increasing productivity and using factors of production effectively have been always
crucial and important discussion topics for economists in both micro and macro
level to explain the dynamics from interpersonal to international relations/affairs.
Economists are in general divided into two groups: one suggesting specialization,
and the other suggesting diversification. In late 18" century, for example, the key to
productivity was specialization. While Adam Smith has suggested the idea of
specialization of labor with the example of a pin factory, i.e. dividing work into a set
of simple tasks to be performed by specialized workers can increase the number of
pins to be produced by the same number of workers in “An Inquiry into the Nature
and Causes of the Wealth of Nations” (Smith, 1776), David Ricardo has come up
with the idea of specialization at the country level; and explained this by using the
concept of opportunity cost. However, the expression “don’t put all your eggs into
one basket” is a layman’s word and it well describes the act of diversification. Not
just for nations, specialization or portfolio investment, act of diversification on the
other hand, has been also a popular discussion for firms to decide on their strategy.
Product diversification versus focusing on one product are the major strategies in
which firms decide and engage for increasing profitability, market value, revenue or
both of them. However, there is a paradox about which strategy is the best one for

firms in realizing the ends.

The idea of diversification emerged rather late than specialization, which was in
1950, in 1950s, and the aim was to reduce risks by not sticking into one sector, to
decrease volatility under uncertain economic conditions. During 1960s,
diversification has been seen as a value - creating strategy, but this trend has
reversed since 1980 (Osorio et al., 2012). On the other hand, after 1980°s there are
many studies showing that diversification destroys value of a firm (Lang and Stulz,
1994; Berger and Ofek, 1995 and Servaes, 1996). In spite of the trends in the



literature, there are no clear results about the effect of diversification on firm
performance. Economic conditions of the home country, political environment,
sector that the firm belongs to diversification type and levels are some of the factors
affecting the firm performance through diversification strategy (Osorio et al., 2012).

This study aims to analyze the effects of product diversification on the profitability
of a firm; To conduct this study, Turkish company with diversified product portfolio
has been analyzed. Due to the size and potential impact on the Turkish market
Vestel Company (Vestel Co.) has been selected. Vestel Co. is one of the leading
domestic consumer electronics company in Turkey, the others are Arcelik and
Samsung, LG, Bosh in the world. The firm engages in designing, manufacturing and
marketing of televisions, refrigerators, air conditioners, washing machines, dish
washers, cooking appliances, computers, small domestic appliances (SDA), vacuum
cleaners and LED lightening. In 2014, Vestel Co. continues to expand its product
range with tablet and smart phones. Through its smartphones Vestel Co. became the
first domestic smartphone brand in Turkey. With this wide product range and a
reputable brand, Vestel Co. is a very important player in domestic markets. Another
reason for selecting Vestel Co. is, in general, global manufacturing firms in the area
of durable consumer goods and consumer electronics such as BSH Group (Bosh,
Siemens, Profilo), Samsung, LG, Indesit, Electrolux and Phillips are considered, we
can see that they all choose to diversify. In domestic level, Arcelik and Vestel Co.
are the examples of the firms making product diversification in the area of consumer
electronics. In light of the literature; this study shows that Vestel Co. engages in
related diversification and investigates the question that: Is diversification a good
strategy for Vestel Co. in increasing the firm performance and value like the global
and domestic competitors, or should it come to a halt and Vestel Co. focus on only

one product? If diversification is a good strategy what should be the extent of it?

Contributions of this study to the existing literature can be summarized as following:
firstly, contrary to the examples in existing literature examining a group of firms,
only a single firm is analyzed in this study beginning from the early stages of
production -when the firm producing and marketing only one product. In addition

ample studies in literature find the “inverted-u” relationship between diversification



level and firm performance. In our study for Vestel Co., profitability decreases to a

certain level but increases thereafter, and it can be described as a u-shaped curve.

The study outlined as follows: Chapter 1, is an introduction to the study ass being
discussed. Chapter 2 reviews the existing literature for the link between product
diversification and firm profitability. The prior studies have been examined in time
dimension, according to their points of view, and according to the results. Chapter 3
gives us a summary of the diversification strategy of Vestel Co., the relative

revenues of each product compared to total revenue, etc.

Chapter 4 presents the methodology, how we analyze the panel data. Chapter 5
introduces the data used in empirical analysis, the variables to be used in
econometric analysis are identified; and the results of this study are examined.
Finally, Chapter 6 summarizes and concludes the study.



CHAPTER 2

HISTORY OF DIVERSIFICATION: LITERATURE SURVEY AND
EMPIRICAL STUDIES

This chapter aims to show main views about the linkage between product
diversification and firm performance. The assumptions of each view are classified
according to chronological order. This chapter is organized as follows: firstly the
“Financial Economics Approach” will be discussed —analyzing diversification
premium model and diversification discount model that present positive and
negative theoretical views about product diversification strategy on firm value-,
respectively. Then, “Strategic Management Approach” is mentioned —analyzing
types and levels of diversification and the linkage with the firm performance-.
Finally, “Institutional Economics Approach” comes -investigating the effects of

diversification on firm performance under different institutional frameworks-.

2.1. Financial Economics Approach

There is considerable interest in economics and finance literature to explore the
effects of product diversification on a firm’s performance. There are many reasons
for choosing diversification strategy, to name a few: increasing growth and
productivity, utilizing internal resources efficiently, reducing the bankruptcy risk
through allocation of the risks among different business segments, etc. (Osorio et al.,
2012; Palich et al. 2000; Zhao, 2008). Economics and finance literature generally
analyze the effects of diversification on a firm’s value by comparing performance
differences between diversified and specialized firms. However, one could conclude
based on the empirical studies that results differ as to whether or not diversification
would benefit improving a firm’s performance. Basu (2009) summarizes the
historical development of the diversification strategy: Until 1980s the general view
is optimistic about product diversification, but after 1980s refocusing becomes the

main strategy, from 1980 to 1997, in line with these results, the ratio of firms
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adopting strategy of diversification declines from 40% to 17%. The following two

chapters tell us about the types of financial economic approach.
2.1.1. Diversification Premium Model

Although there may be studies written before these dates, the oldest study about
diversification dates to 1960s. Most of the studies in the literature written during the
1960s and 1970s find positive and linear relationship between diversification and
firm performance; these findings can also be generalized as “premium
diversification model” which can be identified in the studies of Osorio et al. (2012)
and Palich et al. (2000). Most of the studies compare return on asset (ROA),
indicator of profitability of a company relative to its total assets; profitability;
market to book ratio, measurement of how much a company is worth in
comparison with its capital investments -sum of market value of equity and book
value of debt divided by the book value of assets- ;and, excess value -measured by
dividing a firm’s actual value to its imputed value (value of each segment of a firm
is calculated as single segment) - (Campa and Cedia, 2002 and Berger and
Ofek,1995) of the diversified and focused firms in order to analyze firm
performance (Osorio et al., 2012; Zhao, 2008 and Galvan, 2007). From the
perspectives of the industrial organization economics, transaction cost economics
and traditional financial theory, diversification and firm performance are linearly
and positively related based on some assumptions. Moreover, firms applying
diversification in their production strategy are equipped by some advantages as will

be explained below.

According to industrial organization view, diversified firms gain “market power
advantage” by using a different type of mechanism from their rivals in their
production (Scherer, 1980, and Wan et al., 2011). Although there is little evidence of
“predatory pricing mechanism” in some of the studies (Geroski, 1995), one of the
advantages that diversification brings to the firms is predatory pricing mechanism
(Osorio et al., 2012; and Palich et al. 2000). This can be explained by cross
subsidization policy and cost advantages of firms. Diversified firms can subsidize
less profitable segments by more profitable segments (Weston, 1977). Last but not

least, by using cost and cross subsidization advantage, diversified firms can follow



lower pricing strategy and avoid higher production costs (startup costs) which new

entrants to the sector face (Scherer, 1980).

According to the financial view, there are some other crucial advantages of
diversification. First of all, firms can reduce the risk of bankruptcy, and diversify
other risks by having different business portfolios and this coinsurance give a firm
greater debt capacity than a single segment firm (Galvan and De La Torre, 2007 and
Myers, 1977). Advantages of diversified product portfolio while borrowing can be
grouped under two. First, the cost of borrowing will be lower due to greater debt
capacity and lower risk of bankruptcy. Second, since interest payments are tax
deductible; with greater debt capacity a firm can enjoy lower tax advantages (Palich
et al., 2000; Berger and Ofek, 1995 and Servaes, 1996). The studies conducted with
a financial point of view also discuss the advantages of diversification in capability
of acquiring external and internal funds. With internal funds a firm uses its profit as
the new investment capital, while external funds refer to financial derivatives from
outside the firm such as initial public offering (IPO), loans, etc. Since internal funds
have lower transaction costs, it is less costly for a firm to fund its activities with
internal funds than external funds. Lower cost of the use of internal source of capital
ensures that firm has a financial advantage (Palich et al., 2000). Transaction cost
model states that by using external funds, higher transaction cost occurs like interest
payments. Diversified firms have cost advantage due to the use of the internal
sources and transferring the capital between businesses (Gunduz, L. and Tataoglu,
E., 2003). According to the institution base view, transaction costs depend on
financial market framework (Zhao, 2008). Wan and Hoskisson (2003) state that
since the financial markets are inefficient and there is insufficiency in external
product, labor and product markets in developing countries, it is more costly to use
external funds, on the other hand in developed countries specialized markets can
provide efficient external funds. As a result, one can say that in developing countries
diversified firms have an advantage of using internal funds, while in developed
countries the advantage benefit from using more external funds. Besides the cost of
using capital, accessing the capital itself is a substantial issue. Meyer et al. (1992)

state that diversified firms can utilize the advantage of having easy access to external



capital when compared to single segment firms in developed countries due to

diversified business portfolio and lower bankruptcy risk.

Based on these assumptions researchers generally compare diversified and single
segment firms for understanding the effect of diversification on firm performance.
Villalonga (2004) analyzes this issue with assuming that a firm either can diversify
or not. He uses the natural logarithm of the ratio of the actual to imputed market
value that is called excess value for comparing the single segment firms and
diversified firms based on data conducted from Compustat Industry Segment
database -which provides the data of financial statistical and market information
through the world- for all sectors except the financial sector for the time between
1978 to 1997 and find diversification premium. The study of Miller (2006) has a
different approach; he analyzes the effect of technological diversification on firm
performance. He uses patent stocks of a firm as the technological diversity for single
and multibusiness firms. In this study, Miller (2006) shows that diversified firms
increase profitability from technological diversification more than single segment
firms do, and with increase in technological diversification, there will be

diversification premium.

In the early stages of the research -until 1980s when superior performances of
diversified firms are analyzed- all these factors are seen as the advantages of the
diversification strategy; however, after 1980s most of the studies show that
diversification destroys value (Osorio et al., 2012). On the other hand, some
researchers point out endogeneity problem. According to Campa and Kedia (2002)
and Gomes and Livdan (2004) most of the studies do not take into account context
and financial environment of the firm before diversification. They claim that reasons
of firms diversification decisions cause endogeneity. Firms past performance should
be taken into account because firms’ performance before diversification affect the
result of diversification. In the study of Campa and Kedia (2002) which uses
Compustat Industry Segment database from 1978 to 1996 by excluding firms in the
financial sectors to examine the diversification effect; excess value is used and
diversification discount is found without taking into account endogeneity. Although

they control endogeneity by modelling the reasons of firms’ diversification as a



function of industry, firm and macroeconomic conditions. They find that
diversification discount turns into diversification premium. Like Campa and Kedia
(2002), Villalonga (2004) also analyses firms’ propensity to diversify and estimates
firms’ propensity to diversify as a function of feature of the firm, macroeconomic
conditions and firms’ industry. Villalonga (2004) claims that profitability of firm has
negative effect on diversification decision, on the other hand attractiveness and
profitability of new segments have positive and significant effect on firms’
diversification decisions. His findings support the idea that the reason of

diversification decision affects the performance of the firm.

After 1980s most of the research advocates that diversification strategy destroys firm

value. Next subsection analyzes diversification discount model.
2.1.2. Diversification Discount Model

Throughout the 1980s, studies concentrate on the negative effects of the
diversification; and they find the “diversification discount” effect which shows the
value loss of a firm due to diversification decision (Osorio et al., 2012; Zhao, 2008).
Finance and economics literature focuses on linear discount model, which shows the
negative relationship between the level of diversification and the firm value (Osorio
et al., 2012). The notion of diversification discount can be found in several financial
economics studies (Berger and Ofek, 1995; Denis, Denis and Sarin, 1997; Lang and
Stulz, 1994 and Rajan et al., 2000). Some of the cross sectional studies in the
diversification discount model use Tobin’s q -the present value of future cash flows
in capital markets divided by replacement costs of tangible assets-. Lang and Stulz
(1994) and Gomes and Livdan(2004) set models and found that diversified firms
have lower Tobin’s q. These claims tell that diversification does not mean a lot in
increasing the market value of installed capital compared to replacement cost of

capital.

The main arguments behind the diversification discount model are cross
subsidization among different sectors resulting in investment in low-performing
sectors, higher agency costs, and higher management costs due to information

asymmetries (Osorio et al.,2012).



Theoretical arguments state that subsidization of the less profitable segments by
more profitable segments and overinvestment in the low performing sectors; namely
“cross subsidization”, is one of the reasons for the value loss of diversified firms
(Weston, 1977; Berger and Ofek, 1995; Palich et al. 2000 and Stulz, 1990). Myer et
al. (1992) state that investing in unprofitable segments causes greater value loss and
inefficiency in diversified firms than investing in just one segment by single
segment firms. Berger and Ofek (1995) state that there are many cases which show
that many diversified companies subsidize less profitable segments by more
profitable segments and mostly this can be understood during company transfer

process.

Denis et al. (1997) ask that if the diversification causes value loss, then, why a firm
in the world, insists on a diversification strategy. The agency cost hypothesis can
explain this paradox. This hypothesis states that managers seek their interest, i.e.
managing larger firms equip them with more power and prestige (Denis et al., 1997).
Furthermore, managers allocate the risk among various business portfolios by
making diversification (Stulz, 1990). Denis et al. (1997) and Scharfstein and Jeremy
(2000) show that diversification level and managerial equity ownership have a
strong negative relationship with managerial ownership to reduce the inefficient
investments and additionally, if there is an external control mechanism the
diversification level decreases. These findings prove the inefficient investments
made by managers. Scharfstein and Jeremy (2000) state that managers tend to

overinvest in inefficient business segments in order to increase their private benefits.

However there are flaws of the model according to some of the studies, decisive
factors on the performance of diversification such as past experiences and financial
environment are not taken into account: Campa and Kedia (2002), and Colak (2010)
justify the premium model against the discount model by supporting endogeneity:
Firm diversification decision and firm values are endogenous variables so that one
should analyze underlying reasons lying behind diversification decision (Campa and
Kedia, 2002). If an entity has lower firm value at the beginning, by diversified
business portfolio it faces diversification discount; and generally the firms with poor

performance choose to diversify (Lang and Stulz, 1994). Not only does the initial



firm value affect the firm decision, but also industry conditions affect diversification
decision. However, refocusing strategy only depends on the firm value (Colak,
2010). Campa and Kedia (2002) control this endogeneity in their study and find that
there is no diversification discount, and even in some cases they find diversification
premium by controlling endogeneity. Villalonga (2004) finds that most of the
studies -which defend the diversification discount-, have biased samples and by
eliminating this problem he finds that diversification does not destroy firm value.
Whited (2001) states that using Tobin’s q — market value of the firm divided by
replacement value of the tangible assets- as a proxy for investment opportunities
cause measurement error. In intertemporal studies marginal q should be taken into
account in order to measure unobservable quantity which is present discounted value

of the future marginal product of capital (Hayashi, 1982).

In empirical studies researchers use generally Tobin’s q for value measurement and
empirical evidence, during the 1980s and 1990s show that it is hard to achieve
diversification premium (Osorio et al., 2012). Lang and Stulz (1994); Berger and
Ofek (1995); Shin and Stulz (1998) compare diversified firms and single segment
firms in their studies based on the firms’ Tobin’s q values and the result is
diversified firms trade at a discount compared to single segment firms. In their study
Berger and Ofek (1995) measure Tobin’s q values for diversified firm’s all
segments by treating them different firms by using the data from Compustat Industry
Segment between 1986 -1991 and compare the total value of the firm and they find

that diversification causes 13% to 15% average value loss during 1986 — 1991.

Previous studies analyze the agency cost hypothesis and provide mix evidence.
Denis et al. (1997) in their study constitute negative relationship between managerial
equity ownership and diversification level. Using the fiscal year from 1985 to 1989
Compustat Industry Segment (CIS) data they analyze the firms with sales are of least
$20 million except the financial service firms. They also reveal that corporate
diversification decrease from 1985 to 1989. Lins and Servaes (1999) analyse
publicly traded firms from Germany, Japan and the UK and use the natural
logarithm of the ratio of the actual to imputed market value called excess value and

they estimate two regression models for determining whether diversified firms are
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trading at a discount or premium. They find out that there are diversification
discount at 10 percent in Japan and 15 percent in UK but there is no discount in
Germany. They argue that ownership structure can affect the results, insider
ownership is dominant in Germany and this factor may prevent the problems of

agency cost hypothesis.

Berger and Ofek’s (1995) study show that diversified firms generally over invest in
low Tobin’s q industries. They also find that cross subsidization is one way of
allocating internal resources to unprofitable or underperforming sectors. Firms
should use resources for more efficient segments. Lang and Stulz (1994)’s study
show that diversification degree will affect firms’ market valuation, with increase in
diversification level market value of the firm will depreciate. Rajan et al. (2000) use
influence cost model based on the agency cost problem and they find that with
increase in segment, it is difficult to give resource allocation decision based on the
segment performance. Managers have lobbying power and it is the most important
factor for the investment decision. Harris et al. (1982) stress information asymmetry
problem they claim that only managers know the most productive resource

allocation.

After 1980s diversification discount model dominates in the studies but financial
economics approach do not take into account level and types of diversification. Next
section analyzes the effect of level and types of diversification on firm performance.

2. 2. Strategic Management Approach

Strategic management literature has been interested in types and levels of
diversification and its effect on firm performance. It is important to emphasize that
strategic management literature generally handles resource-based theory, which
focuses on the relatedness in diversification (Wan et al., 2011). According to
strategic management approach firms can apply two types of product diversification
basically: related and unrelated diversification. These two types of diversification
differentiate in the activities that are being involved. In related diversification the
firms allocate factors of production in activities requiring similar know-how or

similar resources; while the unrelated diversification pushes the firms to engage in

11



different kinds of products or services that diverge from each other in the resources

or know-how used (Galvan, Pindado and Torre; 2007).

While determining the advantages and disadvantages of diversification, resource-
based theory takes two assumptions into consideration: firms’ strategic resources
can be heterogeneous within the industry, and these resources may not be
transferable across firms (Barney, 1991 and Wan et al., 2011). Strategic resources
can be classified as tangible and intangible resources. Example of intangible and
tangible resources can be counted as: brand name, consumer loyalty, technological
know-how, skilled employee, physical and financial assets, etc. (Wernerfelt, 1984).
Different resource allocation across the firms, especially of rare resources is the
reason that creates performance differences within the industry (Barney, 1991 and
Wan et al., 2011). Based on above assumptions; difficulty of imitating, transferring
or selling strategic resources leads firms to diversify in search of excessive resources
(Wan et al., 2011 and Montgomery and Wernerfelt, 1988). If we go into detail about
the firms’ resources: like brand reputation, customer loyalty and the like, some
intangible assets give advantage to the firm in entering to a new product market.
Additionally sales team can sell different segment products, this leads the firm to
have a cost advantage; otherwise these idle resources may result in inefficient
investment for the firm (Palich et al., 2000). Wan et al. (2011) states that
diversification can minimize the transaction costs by utilizing already existing
internal resources more productively. Flexibility of factors of production (capital and
labor) allows the firm to use afore-mentioned reasons more optimally. Besides that,
if the resources are to be used in the production of only one product, diversification
IS not a wise strategy since the factors of production are hard to adapt and marginal
utility will be very small (Montgomery and Wernerfelt, 2008; Chatterjee, S. and
Wernerfelt, B., 1991).

The comparison of the related and unrelated diversification is generally made in
resource-based studies (Berger and Ofek, 1995; Bettis, 1981; Hoskisson, 1987;
Markides and Williamson, 1996). In the literature, two methods are used in order to
measure the relatedness of diversification. The first method finds the relatedness of

diversification by using SIC (Standard Industrial Classification) codes. The SIC
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codes classify industries based on a four-digit code. The first two digits represent the
major group the industry belongs. Adding one digit to these number results in the
industry group number. Finally, the last digit represents the product group. It can be
defined as reaching the new segments which first two digits SIC codes are the same
with the existing ones (Zhao, 2008). The other measurement is based on the
commonality of skill, resources, market or purpose of different sectors (Markides,
1994). The advantage of related diversification comes from the economies of scope
resulted by sharing the common resources (Berger and Ofek, 1995; Helfat and
Einshardt, 2003); on the other hand, a firm can transfer capital and physical
resources from internal markets by unrelated diversification (Galvan and De La
Torre, 2007).

Studies conducted with a strategic management approach generally concentrates on
which type of diversification benefits more to the firm performance rather than
discussing whether diversification in overall benefits the value of the firm. Most of
the studies defend the advantages of the related diversification over unrelated ones
(Barney, 1991; Wernerfelt, 1984; Osorio et al., 2012; and Wan et al., 2011). To
repeat again, the relatedly diversified firms can take advantage of the economies of
scope by allocating common flexible factors of production (tangible and intangible
assets along with financial resources) and know-how among different sectors
(Berger and Ofek, 1995; Helfat and Eisenhardt, 2003). In contrast with the agency
theory, the managerial resources are the critical measure of the firm value in

resource-based theory (Wan et al., 2011).

Most of the studies in the literature try to find the different outcomes between
related and unrelated diversification. Generally researchers measure the relatedness
according to the SIC codes (Osorio, 2012). Markides and Williamson (1996)
measure relatedness according to the firms’ nontradable, nonsubstitutable and hard
to accumulate assets in different market environment. They call valuable,
imperfectly tradable and costly to imitate as strategic assets and strategic asset level
determine the relatedness. Markides and Williamson (1996) provides a potentially
powerful explanation for the importance of strategic assets and show that related

diversification ensures an increase in profitability if firm can share and transfer
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strategic resources to its new segments. However, the study of Tanriverdi and
Venkatraman (2005) has different implications. They argue that relatedness of
product knowledge, managerial knowledge or customer knowledge do not increase
firm performance. On the other hand complementarity of the resources of the

segments leads to increase in profitability.

All these are the advantages of related diversification pointed out by resource-based
theory; however, in order to use resources efficiently, one should apply and allocate
the new assets more quickly and cheaply than its rivals would (Wernerfelt, 1984 and
Markides and Williamson, 1994). From the point of view of Nayyar (1992) and
Jones and Hill (1988) using internal resources causes some problems between the
units and become more costly and inefficient. Palich et al. (2000) and Helfat and
Eisenhard (2003) claim that unrelated diversification can provide financial synergies
and reduce the risk. Seth (1990) points out that by reducing risk one can decrease
bankruptcy risk and increase debt capacity. According to intermediate model, with
the increase of diversification level, one faces with positive but diminishing
marginal returns and unrelated diversification can be more advantageous strategy for
the firms (Palich et al., 2000). As far resource-based view, unrelated diversification
can lead to financial synergies but the costs of managing diversified business
portfolio may neutralize the advantage or will weigh more than the advantages.
Gomes and Livdan (2004) state that if a firm’s existing business declines or does not
ensure growth opportunities then the firm should seek new business segments.
Zhao’s (2008) findings support this idea, he categorizes firms in two groups below
and above the industry average based on the firms’ pre-diversification situations and
he finds out that below industry median firms’ values increase with unrelated

diversification.

Besides the type of diversification, another important factor in resource-based theory
is diversification level. Markides and Williamson 1994; Palich et al. (2000);
Markides (1992) and Braakman et al. (2011) mention that marginal cost of
diversification increases as the level of diversification increases. Palich et al. (2000)
and Galvan and De La Torre (2007) found the “inverted u” relationship between the

diversification level and firm performance which is called “curvilinearity”. Galvan
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and De La Torre (2007) and Markides (1992) have used the square of diversification
index for explaining curvilinear relationship. According to this model, there are two
types of relationships. Firstly, inverted-u relationship can be explained as: there is an
optimal level of diversification which maximizes the firm value, but after that point,
with increase in the diversification level, firm value decreases. The assumption
under this theory takes into consideration that it is always better to have diversified
business segments than being a single segment firm (Palich et al., 2000). On the
other hand a few number of studies find the u-relationship between diversification
level and firm performance (Park and Jang, 2012 and Tang and Jang, 2010). Park
and Jang (2012) in their study analyze U.S. restaurant industry from 1980 to 2008
and use entropy measure for related and unrelated diversified firms. They calculate
the square of the entropy measure for explaining curvilinear relationship.

Entropy measure =) Py x In (1/ Pj), where the Pj is the share of the jth industry

groups’ sales out of the total sales of the firm.

They find that related diversification firstly decease profitability, after a certain
point with high level of diversification profitability become to increases. They claim
that with high level related diversification firms enjoy scale and scope economies.
On the other hand, Park and Jang (2012) find that unrelated diversification has an
opposite effect on firm performance. Their results show that profitability increases
up to a certain point, with high level of unrelated diversification profitability
decreases with increasing internal transaction cost and loss of control with irrelevant

business segment with the primary business

In summary, general view of the resource-based theory is that the benefits of related
diversification outweigh unrelated diversification (Hoskisson, 1987; Markides and
Williamson,1996 and Bettis,1981). Next section analyzes the effect of institutional

framework on diversification strategy and firm performance.
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2.3. Institutional Economics Approach

Throughout the 1990s researchers focused on the different home country
environment’s effect on diversification strategy. The assumption behind the studies
is that emerging and developed countries have different institutional frameworks
which affect the firms’ diversification or refocusing decisions (Osorio, 2012).
Studies, in this field are generally based on the cross country comparisons according
to world bank classification (Wan and Hoskisson, 2003 and Wan et al.,2011). World
Bank classifies countries according to their GNI per capita: emerging countries
which have between $1.045 and $12.746 GNI per capita, and developed countries
which have more than $12.746 GNI per capita are classified®. Hoskisson et al.
(2010-a) also separate emerging countries as developing countries and transition

egconomies.

General idea of institutional view is that transaction costs are higher in the
institutionally weaker countries than in the stronger ones (Osorio et al., 2012).
Hoskisson et al. (2010-a) states that institutional weakness causes market
imperfections in external capital, labor and product markets and using external
resources become more costly than using the internal ones. Through the
diversification -in emerging countries- a firm can use internal source of capital more
efficiently and less costly, on the other hand, in developed countries external
markets are more efficient and diversification strategy is not advantageous. From the
point of this view, for the countries that have weaker home country environment, the
best strategy is diversification. Hoskisson et al. (2010-b) emphasizes that in
developing countries smaller firms have limited funding options and growth
opportunities are restricted, diversification strategy can be beneficial in accessing

capital.

From the point of view of Berger and Ofek (1995), Lang and Stulz (1994), Palich et
al. (2000), there is diversification discount and, furthermore, unrelated
diversification causes more value loss in developed countries. Some studies analyze
firms in developing countries -like India, South Korea, Indonesia- and find
diversification premium (Khanna and Palepu,2000; Chang and Hong, 2000;
Mursitama,2006). Khanna and Palepu (2000) analyze Indian firms, with using
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Tobin’s q and ROA for the measurement of firm performance. They compare
diversified and stand-alone firms and state that there are serious agency and
information problems in Indian market because of the poor institutional framework.
By using both Tobin’s g and ROA; they conclude that diversified firms initially lose
value but after a certain point their profitability increases. Khanna and Palepu
(2000) and Gunduz and Tatoglu (2003) constitute a model which separate firms
according to their ownership and as domestic and with foreign partner and find that
having foreign partner ensures to increase Tobin’s ¢ and ROA for diversified firms.
Khanna and Palepu (2000) conclude that having foreign partner can provide access
to international capital market, and this provides potentially powerful explanation
that insufficient product, labor and capital markets make new investment costly. Lee
et al. (2008) analyzed the impact of the change in institutional framework in South
Korea between 1984 and 1996. Firstly, they find diversification premium but by
institutional transition diversification premium turns into value loss. Leibeskind
(2000) states that before 1980s developed countries have less specialized capital
market and inefficiency in allocating external capital causes diversification

premium.

On the other hand, Gunduz and Tatoglu (2003) have different implications and show
that there is no diversification premium in emerging countries. Gunduz and Tatoglu
(2003) analyze 202 non-financial corporations which are listed on the Istanbul Stock
Exchange. They separate firms as diversified and stand-alone firms and compare
them based on their accounting and stock market and Tobin’s q values by using
ANOVA. They find out that there is no significant difference between diversified
and stand-alone firms. In addition Lins and Servaes (1999) analyze three developed
countries’ firms: German, Japan and UK firms and could not find diversification
discount in German firms. They claim that not only institutional framework affects
firm performance, but also firm structure is vital. German firms generally have

insider ownership, which can prevent agency cost problem.

All of the studies above show us that institutional framework determines the impact
of the diversification strategy, but firm structure plays an important role on firm

performance.
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2.4. Concluding Remarks

The net effect of the diversification on the firm performance is ambiguous, our study

analyses numerous studies, as a result four models ensue:

e Diversification discount model (Montgomery and Wernerfelt,1988; Lang
and Stulz, 1994; Berger and Ofek, 1995; Denis et al., 1997 and Lins and
Servaes,1999)

e Diversification premium model (Campa and Kedia, 2002; Zhao,2008 and
Park and Jang, 2012)

e U relationship (Park and Jang, 2012; Tang and Jang, 2010 and Khanna &
Palepu, 2000).

e Inverted U relationship (Galvan et al.,2007, Palich et al. 2000)

One cannot say that which view is better for demonstrating the product
diversification’s impact on firm performance but resource-based view is dominating
in the most of the studies (Villalonga and Mcgahan, 2005; Wernerfelt, 1984 and
Zhao, 2008). Resource-based view justify production, marketing, managerial,
distribution skills are valuable sources of companies and can be transferred across
products (Zhao, 2008).

Vestel Co. is the best example of companies having both related and unrelated
diversification strategy in Turkey and transfer its resources via different sectors and
produces television, air conditioner, small domestic appliances, vacuum cleaner,
refrigerator, washing machine, dishwasher, light emitting diode lightning, computer,
cooking appliances. According to the SIC codes Vestel’s related diversification
strategy is dominating; only computer can be classified as unrelated diversification.
We analyze Vestel Co. as a case study since the firms in consumer electronics sector
and other sectors can benefit from close investigation of Vestel’s diversification
experience. Using single firm gives us the chance of investigating a firm’s lifecycle

over a long period of time.

Helfat and Eisenhardt (2003) states that according to the resource-based view
dynamic capabilities, which the firms’ ability to build internal and external

competences, are important source for the firms. Over time Vestel Co.’s intangible
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assets become specialized and due to importance of dynamic capabilities of Vestel
Co., next chapter analyzes Vestel Co.’s historical development is analyzed mostly

based on the resource based view.
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CHAPTER 3

THE CASE STUDY: VESTEL A.S.

In this chapter we will analyze Vestel Co. and its diversification strategy based on
the strategic management approach. In order to understand Vestel’s strategy better,
we will briefly summarize its history. Zorlu Holding, which Vestel is a part of, has
sprung in Denizli at 1950s. Beginning with textile first, its activities have expanded
basically to four sectors: home textile, and spun thread; consumer electronics,
information technology and durable consumer goods; real estate; and finally energy.
Beginning with home textile and focusing only on this sector until 1980s, Zorlu
Holding acquired Vestel at 1994. Then the holding entered into real estate business
and energy sector by diversifying financial portfolio. Among different businesses of
Zorlu Holding, Vestel is called as “the admiral ship” and “the shining star”
constituting an important part of its portfolio.

Vestel produces several goods ranging from LCD TVs, dishwashers, washing
machines, refrigerators, cooking appliances, set-top boxes to sound systems and
LEDs. Choosing to diversify as a group strategy, Zorlu Group also decided to
diversify within Vestel. Television is the most important product group of Vestel
brand, and makes the firm an important player in both world and domestic TV
markets. According to the data acquired by Electronic Goods Exporters Association
(ECID — Elektronik Cihazlar Thracatgilari Dernegi), in 2014 TV production of Vestel
constitutes about 82% of total production in Turkey.

Vestel had started its production in 1983 and its acquisition was realized in 1994 by
Zorlu Group. The first three years under Zorlu Group passed by acquiring and
applying the know-how from abroad. The firm had concentrated on only one
product: TV. The production was mostly made for foreign companies, Vestel
worked as an OEM/ODM manufacturer. Focusing on TV, the brand diversified the
models addressing the tiny differences between consumer segments and specialized

on this product.

20



In 1997, Vestel started to make both application and development with application
engineering still constitutes an important place. As a result, the first step was been
taken for product diversification, and Vestel started to produce white goods
(refrigerator, washing machine, dishwasher, oven, air conditioner). Moreover, the
entrance to digital consumer goods production came nearly these years. We can infer
that Vestel started to utilize its equipment and know-how in other goods production.
We conclude that this diversification is a related diversification and the factors of
production can be transferred are used to easily among production of different goods
by looking at the Standard Industrial Classification codes. Explained above, SIC
codes are used to classify industry areas and easily release meaningful and
standardized data by government agencies in the way that others can understand.
Under this classification, Vestel Co. falls into the “Division D: Manufacturing” and
“Major Group 36: Electronic and Other Electrical Equipment and Components,
Except Computer Equipment”. Industry codes of the goods produced by Vestel
Company are summarized in Table 1, and also it is shown below that which product
falls into which group:

e Industry Group 363: Household Appliances
o 3631: Household Cooking Equipment: Convection ovens
including portable ones, and microwave ovens
o 3632: Household Refrigerators and Home and Farm Freezers:
Refrigerators and freezers
o 3633: Household Laundry Equipment: Washing machines, dryer-
washing machines
o 3634: Electric Housewares and Fans: Blenders, coffee makers,
curling irons, driers, fans, food mixers, irons, juice extractors,
portable ovens, tea kettles, toasters (most of the goods under SDA
fall into this group)
o 3635: Household Vacuum Cleaners: Vacuum cleaners
o 3639: Household Appliances, Not Elsewhere Classified:
Dishwashers
e Industry Group 364: Electric Lighting And Wiring Equipment
o 3641: Electric Lamp Bulbs and Tubes: Light Bulbs
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o 3645: Residential Electric Lighting Figures: lighting fixtures,
residential
e Industry Group 365: Household Audio and Video Equipment, and Audio
o 3651: Household Audio and Video Equipment: Television
receiving sets, speaker systems
e Industry Group 366: Communications Equipment
o 3663: Radio and Television Broadcasting and Communications
Equipment: Television monitors, television transmitting antennas

and ground equipment, cable television equipment

As it has been noted before, computers belong to a different major group —though
the same division — Major Group 35: Industrial and Commercial Machinery and

Computer Equipment.

e Industry Group 357: Computer and Office Equipment
o 3571: Electronic Computers: Personal computers, computers:

digital, analog and hybrid

This classification shows us that all products produced and/or sold by Vestel is in
the same division and major group except computers. While white goods and small
domestic appliances fall into the same industry group, television and set-top boxes
are classified in another industry group under the same major group. LEDs are also
in a different industry group though the same division and major group. As we have
mentioned before, computers are an example of unrelated diversification and

classified under a totally different major group — but again the same division.

Vestel, starting by TV production only, applied its flexible production strategy, wide
distribution network, and efficient cost management strategy to expand into other
sectors. Another most important reason enabling Vestel to diversify is the advantage
in buying components — since all the sectors are related to each other as shown
above. Along with these reasons, know-how acquired by application engineering
first and, then, development engineering have brought diversification capabilities.
One more reason in diversifying the goods produced is the reputation with “Vestel”

brand. Brand reputation is a valuable intangible asset of a firm and cannot be
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transferred or sold, either. Only with diversification strategy a firm can use this asset

in different sectors engaged.

Below, the foundation progression of Vestel Group Companies and the products
produced are given. After each, the sales revenue along with total revenue is
provided in figure 1 and 2. Since most of the data is confidential, only a part of it has
been revealed in the figures. The sales revenue data for the sectors has been
compiled from different sources within Vestel: Budget and Planning, Research and
Strategic Analysis, Finance, and Law Department. The product groups are analyzed
with the data that comprises of: television (TV), air conditioner (AC), small
domestic appliances (SDA), vacuum cleaner (VC), refrigerator (REF), washing
machine (WM), dishwasher (DW), light emitting diode lightning (LED), computer
(CM), cooking appliances (CA). As mentioned above, product diversification can be
classified as related and unrelated diversification. According to SIC codes, except
computers, Vestel choose related product diversification strategy. Comparing the
revenue and sales unit of each product can draw a picture, when we look at the first
figure itcan be seen that computer sales unit and revenue decline in time, on the
other hand, the other segments’ sales unit and revenue generally increase. We can

conclude that unrelated diversification strategy of Vestel is unsuccessful.

Table.1. Product Segments According to The SIC Codes

SIC CODE DEFINITION

3651 Household Audio and Video Equipment

3631 Household Cooking Equipment

3632 Household Refrigerators and Home and Farm Freezers
3633 Household Laundry Equipment
3635 Household VVacuum Cleaners

3641 Electric Lamp Bulbs and Tubes

3645 Residential Electric Lighting Fixtures

3634 Electric Housewares & Fans
3639 Household Appliances
3663 Radio and Television Broadcasting and Communications Equipment

3571 Electronic Computers

Source: http://siccode.com/en/
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o Vestel Electronics

Vestel Electronics, the leading television producer of Turkey, was acquired by Zorlu
Group in 1994. TV is the first and probably the most important product produced by
Vestel since the foundation of the brand (1984). As we have explained before, the
factory started by producing CRT TV’s with the utilization of application
engineering —the know-how was imported from abroad. After gaining knowledge
about the technical hardware of TV, Vestel had changed policy and shifted from
application engineering to development engineering. The engineers in Research and
Development Center tried to make CRT TV’s more efficient and more equipped at
the same time with a cost advantage when compared to its rivals. Vestel took
advantage of low costs by making production in mass quantities but with a specified
quality. The cost advantage and a standard quality enable Vestel to export its goods
to 145 countries. It is one of the leaders among OEM/ODM manufacturers in Europe

besides the important position in the domestic TV sector.
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From early 2000s on, the world trend has switched from CRT TV’s to plasma and
then to LCD TV’s. Due to its flexible production system, which is based on labor
force rather than machines and resulting reduction in fixed costs, Vestel was not late
in adopting the world trend to its production strategy and made a quick switch to
LCD TV’s as a fast follower. Although there is a decrease at the first months of
switch from CRT to LCD ones, due to the decline in exports, it continued to expand
after that. By cumulating the know-how both in software issues as well as the
hardware issues, Vestel also caught the world trend in terms of software related
elements in TV and had a cost advantage also in software.

From figure.2 it can be seen that until 1999 —the year that the first production of
refrigerators were realized- total revenue equals to TV revenue, since TV is the sole
product manufactured in the plant. Then, after 1999, the production of refrigerators
and the other products; air conditioners in 2000, washing machines in 2003, cooking
appliances in 2005 and dishwashers in 2007, the share of TV revenue in total
revenue decreases. However, it is still above 50% for all of these years. It can be
concluded that TV is the most important product and the source of revenue. All in
all, it does not mean that TV is a high profitable sector. Due to confidentiality issues
the source of data could not be shown, but as of the general dynamics because of the
competition in TV sector, in spite of the high revenues, TV has the smallest profit

margin when compared to other goods in consumer electronics.

e Vestel White Goods
Vestel White Goods Company was founded in 1997 and joined to Vestel Group

Companies. The white goods factory comprised of several products and it was the
second one built after television factory in 1997. The company started its production
first with refrigerators in 1999. The firm continued the investments with air
conditioners in 2000, washing machines in 2003, cooking appliances in 2005 and
finally dishwashers in 2007. In producing various products within the company,
Vestel White Goods has used its logistics advantage due to geographical location,
product differentiation ability, flexible production system that is easily transferrable
among production of different goods, and low costs of labor that is already inherited

from TV production. Probably the most important element that makes Vestel
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powerful OEM/ODM manufacturer was the ability to easily differentiate products.
This, in turn, increased the demand for the products.

When we look at the figures, it can be seen that among the white goods group, the
share of refrigerator revenue in total revenue is the highest, while washing machine
and air conditioner comes after respectively. Dishwasher and cooking appliances
remain marginal. Refrigerator takes the advantage of being the first product among
white goods. With the know-how cumulated since 1997, competitive prices and the
brand value enable Vestel to be an important player in the market.

In the air conditioners, Vestel keeps the competitive pricing strategy by addressing
both lower and upper segment consumers. It is also the second product group to be
manufactured in white goods plant; this might be another advantage in higher total
revenue share. The last two groups, the cooking appliances and dishwashers have

the smallest share in total revenue.

e Vestel Communication

Founded in 1975 in order to produce first remote controller and tuner in Turkey, the
firm has joined to Vestel Companies. Today, the factory is producing goods in
“consumer electronics” and the leading company in Turkey. The product range
includes set-top boxes, DVD players, DivX players, AV receivers, DVD recorder,
digital TV receivers, wireless display and sound transmitters in compliance with
digital home concept.

e Vestel Digital

One of the most recent companies founded by Vestel Group Companies is Vestel
Digital. It had started its activities in 2005 in Vestel City. By using the know-how
and technological infrastructure of the Vestel Group Companies, it has become a
leading technology center. The company maintains its business basically in two
sectors: digital media and personal computer products.

In the recent years, since 2011, Vestel has started to use its knowledge in the area of
electronics in LED lighting sector. Although it’s a novel area for Vestel, the projects
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show that it is promising. Some of the projects contracted by Vestel LED are
lightning of Istanbul subways, public and private hospitals, reputed
telecommunication stores, Istanbul and Izmir airports, hydroelectric plants, hotels,
universities, etc. Due to these projects, the revenue of the product group LED is
expected to get higher, even though it is very small for now.

Since the small domestic appliances and vacuum cleaners are produced abroad and
imported, the figures belonging to these goods could not be grouped under any of
these companies, instead, they are given here separately.

As can be seen in figure 1 above, the revenue of computer shows an upward
movement for the first three years; however, until then the revenue falls and the
share in total revenue remains very marginal. Keeping in mind that the computers
belong to a totally different major group compared to the other goods produced by
Vestel, this may be counted as an unsuccessful example of unrelated diversification.
Revenue and sales data of Vestel seems to indicate that Vestel so far failed with
unrelated diversification strategy. Vestel continues unrelated diversification strategy
with smartphones and tablets. We could not share tablet and smartphone sales data
due to privacy issues, in light of past experiences with unrelated diversification it is
hard to achieve profitability; however, depending on three months sales data we can
conclude that Vestel can achieve to increase profitability and revenue with unrelated
diversification strategy. On the other hand, white goods - which can be considered as
related products - revenue and sales shares increase in time. The most distinct result
according to the sales and revenue data is if profitability increase with new product,
related diversification strategy is the best strategy for Vestel. For understanding
whether profitability increases or does not we use panel data analysis in the next

chapter.
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CHAPTER 4

METHODOLOGY and EMPIRICAL RESULTS
4.1. Methodology

Panel data models are used when analyzing the cross sectional time series data.
Panel data enable one to control variables that cannot be controlled or measured, and
changing over time. Panel data can be distinguished in two categories: balanced
panel data and unbalanced panel data. In balanced panel data, the number of time
periods is the same for all groups, i.e. the data exists for all objects in same time
periods. In unbalanced panel data, observations are missing for some cross sectional
units randomly or nonrandomly. Our data fits into nonrandom unbalanced panel data

since the data do not exist for all product groups in the same time periods.

In order to analyze panel data there are three techniques that can be used: OLS,
random effects model and fixed effects model. In our study, firstly we test the
seasonality and use X-12 Arima method for obtaining seasonal adjustment data. In
the modelling stage of estimation procedure, we begin by using pooled OLS
regression. According to Park (2011), in order to determine the most appropriate
model, one should test for four possible outcomes: F-test in order to decide between
the pooled OLS and the fixed effect, and LM test for deciding among the pooled
OLS and the random effect. If one fails to reject the null hypotesis of F and LM
tests, then pooled OLS will be the best fit model. If F test is rejected and LM is not,
then fixed effect model is the best model and in an exactly opposite case, random
effect model is the case. On the other hand, if both F and LM test are rejected, then
with Haussman test one should compare fixed and random effect models. Null

hypotesis of Haussman test will be:
Ho= difference in coefficients are not systematic.

If the null hypotesis of Hausman test is rejected, then one should choose fixed effect
model, otherwise random effect model will be preferred. Figure 4 summarises the

modelling process.
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Figure 4: Panel Data Modelling Process

Source: Park (2011), p:16

4.2. Data Analysis

The aim of our study is to examine the effect of product diversification on firm
value. In this part, the variables, which are used in the regression analysis, are
defined in detail. Since our study finds an answer for the impact of diversification
strategy on the value of the firm, return on asset (ROA) and return on sales (ROS)
variables are used as dependent variables in measuring the value of the firm.Vestel
Co. has quarterly and annual data and we use quarterly data from 1994 (quarter 1) to
2014 (quarter 2). Martins (2010) states that “using quarterly data provides some

advantages: gives larger sample and minimizes the likelihood of structural breaks.”
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Under the resource-based view, intangible assets are the unique resources and by
making product diversification firm will benefit the use of resources through the
economies of scale (Zhao, 2008 and Morck and Yeung, 1991). When forming the
data, R&D and advertising expenditures over total assets are used as proxy for
intangible assets; and from the perspective of resource-based view we expect
positive relationship between the higher level of intangible assets and firm value.
According to the resource - based view technological assets and marketing assets are
intangible assets of the firm. Technological assets is R&D expenditure over total
assets and marketing assets is marketing and advertising expenditure over total
assets. We expect that with the increase in the level of intangible assets, firm value
and profitability will also increase. We expect increase in R&D expenditure in the
long run, and also intangible assets profibility will increase. In order to understand
long term effects of intangible assets we use first, fourth and eight lags of

technological and marketing assets.

Other resource-based variable is Herfindahl index that is used to find the effect of
diversification on firm value. Measuring the degree of diversification we calculate
Herfindahl Index by using two methods. Firstly, sale-based Herfindahl Index is
calculated where “i” is the segment of the firm and “t” is the year. With the increase
in the level of diversification, Herfindahl Index will decrease. “S” is the sales share
of each product group within the firm’s total sales. In order to convert linear

relationship to nonlinear relationship, we calculate square of Herfindahl index.
SSHt =Y (Si)? , (SSHt)?= (X(Sin)?)?

Other calculation of Herfindahl Index is based on market share where “i” is the
market share of the firm and “t” is the year. “M” is a market share of each product
group within total sales. Again, the linear relationship is transformed to nonlinear
relationship by calculating the square of Herfindahl index.

MMHE=Y(Mig 2, (MMH1)?= (3(Miy)?) 2

In Vestel case, two options are possible as the literature also claims two types of

relationships (Osorio et al., 2012):
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e U-relationship: Vestel operates in consumer electronics sector and heavily
invest in technology and R&D investment. If the first stage of diversification
cost outweighs benefits, after a certain point firm starts to earn profit from
new segment, then we will see u shape model.

e Inverted U-relationship: If profitability decreases with high level of

diversification, then we will see inverted u-shape model.

We use first difference of GDP from 1994 until today with 1994 constant prices.
GDP growth rate is GDP growth rate derived from seasonally adjusted GDP from
1994 until 2014. Industrial production indexes the indicator which measures the
amount of output from the industries. These variables will show us the economic
conditions of Turkey between the years 1994 and 2013. One must take into account
the economic conjuncture of the country since economic conditions will affect
disposable income and thereby consumption decisions, consequently it affects
production level. With increase in production level firm gain cost advantage due to
economies of scale, hence profitability will increase. We expect positive relationship

with economic conditions of the country and firm performance.

Total revenue is the sum of revenue elicited with domestic sales and revenue
gathered by exports. Revenue share is the revenue share of the each product group in
total sales revenue. Profitability of televisions - which are the main products of
Vestel- decreases in the world, however, with an increase in other products’
revenues and also revenue share, we expect to increase in profitability in total.

Because white goods are more profitable than the televisions.

Current ratio (CR) and size are the financial theory-related variables. Current ratio is
current liabilities over current assets which shows the liquidity of the firm, and
firm’s ability to pay short term debts. With increase in CR default risk will decrease
since the firm will hold liquid assets more. We expect a negative relationship
between profitability of the firm and CR level. CR is the opportunity cost for new

investment opportunities.

Firm size is the natural logarithm of total assets, meaning that with an increase in

firm size we expect an increase in firm value.
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Table 2 provides description of variables and their expected signs:

Table 2. Describtion of the Variables

Variable Description

Expected Sign

Return on Asset

Net Profit/Total Assets

Return on Sales

Net Profit / Revenue

Measurement degree of diversification: sales based
index: H=Y(Si)?
j= firm segments in year

Sales Base Herfindahl Index Posmvg or
Negative
t=time
S=segments sales share in the firms total sales
Ht=(3(Sit)?)?
Square of Sales Base Herfindahl e 2 Positive or
Index Square of Herfindahl Index: Ht=(3(Sit)?) Negative
Measurement degree of diversification: market
share based index: Ht=Y(Mi)?
j= firm segments in year
Market Share Base Herfindahl Positive or
Index Negative

t=time

M=segments market share in the firms total sales

Ht=(3(8j9)?)?
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Table 2 (continued)

Variable Description

Expected Sign

Square of Market Share Base . \n\2 Positive or
Herfindahl Index Square of Herfindahl Index: Ht=(}(Mj)?) Negative
Revenue of each product of Vestel/Total -
Revenue Share of Each Sector revenue of Vestel Positive
Total Revenue Total sales revenue Positive
Revenue Growth Revenue Growth (quarterly) Positive
Domestic Revenue Total domestic sales revenue Positive
Foreign Revenue Total foreign sales revenue Positive
First Lag of Total Revenue First Lag of Total Revenue Positive
Technological Assets R&D Expenditure / Total Asset Positive
First Order Lag of Technological First Order Lag of R&D Expenditure / Total .
Positive
Assets Asset
Fourth Order Lag of Technological | Fourth Order Lag of R&D Expenditure / Total .
Positive
Assets Asset
Eight Order Lag of Technological Eight Order Lag of R&D Expenditure / Total .
Positive
Assets Asset
Marketing Assets Marketing Expenditure /Total Asset Positive
First Order Lag of Marketing Assets First Lag of MarkeXSnS%tExpendlture [Total Positive
Fourth Order Lag of Marketing Fourth Lag of Marketing Expenditure /Total Positive

Assets

Asset
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Table 2 (continued)

Variable Description

Expected Sign

Eight Lag of Marketing Expenditure /Total

Eight Order Lag of Marketing Assets Asset Positive
. . The sales ratio of Vestel products/ total sales in -
The First Difference of Market Share Turkey in category based Positive
Current Ratio Current Asset / Current Liabilities Negative
Firm Size Natural Logarithm of Total Assets Positive
First Difference of Gross Domestic Seasonal and Calendar Adjusted Gross Positive
Product Domestic Product, 1994 Constant Prices
Seasonal and Calendar Adjusted Gross .
GDP Growth Rate Domestic Product, 1994 Constant Prices Positive
First Order Lag of GDP First Lag of GDP Positive
Industrial Production Index Industrial Production Index Positive
R&D Expenditure Vestel's R&D Expenditure Positive
R&D Expenditure Index Vestel's R&D Expenditure Index Positive
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4.3. Econometric Analysis

In order to explain the relationship between product diversification and firm
performance based on product diversification, two dependent variables are used for
the best data fit: ROA and ROS. For each case four models are estimated. Our
models are estimated by using unbalanced panel data method. In the first three set of
estimations ROA is used as the dependent variable while ROS is used in the last
three sets of estimations. Heteroscedasticity and autocorrelation are the data
problems which must be eliminated before analyzing the coefficients belonging to
variables. Firstly, in order to test for heteroscedasticity Breusch-Pagan / Cook-
Weisberg test is utilized for all models. The null hypothesis is:

Ho: There is no heteroscedasticity.

In all of the models we face with heteroscedasticity problem. The estimations are

corrected for heteroscedasticity and robust standard errors are found.
In testing for autocorrelation LM test is used with the null hypothesis:
Ho: no first-order autocorrelation.

In the first three sets of estimations using ROA as the dependent variable, the second
model has autocorrelation problem. In the latter sets of estimations all models have
autocorrelation problem. The autocorrelation problem is eliminated by using

autocorrelation corrected standard errors.

Park (2011) also states that if each individual has its own initial capacity then fixed
effect model will be the best model that fits the data. In our models when we look at
the F tests the null hypotesis is rejected in favor of fixed effect model. According to
Hausman test, results we reject the null hypotesis, results are in favor of fixed effect

model.

The estimation results of Fixed Effect Model, with dependent variable “ROA™ is
shown in the table.3. OLS, fixed effect model and random effect model are shown at

the appendix.

37



Table 3. Summary of the Fixed Effect Estimation Results (Dependent Variable:

ROA)
Fixed Effect Models (Dep.Varb. ROA)
VARIABLES MODEL 1 MODEL 2 MODEL 3
.02613 -.03589***
Constant -.03850 .01345 02569 0.1279
.05347 * 0.0123*
Revenue Share of Each Sector 01370 6443D-08
] .10523***
Sales Base Herfindahl Index 103345
) -.09082***
Square of Sales Base Herfindahl Index 03214
. -.76525*
Technological Asset 65452
. -.85658* -.91453*** -1.03010***
Marketing Asset 12303 11093 11120
.01646**
GDP Growth Rate 01671
. .10699D-06**
First Lag of GDP .4437D-07
Current Ratio g oats. S0425
.00503 .00385 .00423
. . .01003**
Firm Size .00437
. .00773
Foreign Revenue .02944
_ .01833
Domestic Revenue .05137
] 06332%** .08787***
Market Share Base Herfindahl Index 05862 .03047
. -.02116** -.04933**
Square of Market Share Base Herfindahl Index 03436 .02339
Industry Index .00052*** .00037*** .00033%**
y .00009 .8374D-04 .7979D-04
. -.43956D-06
R&D Expenditure .1854D-04
. -.43946D-05
R&D Expenditure Index .3782D-05
. . 0.0015**
First Difference of GDP .1946D-08
. -3.55198**
Fourth Lag of Technological Asset 64859

Statistical significance: ***< .01, **<.05, *<.01




Table 3 (continued)

Fixed Effect Models (Dep.Varb. ROA)

VARIABLES MODEL 1 MODEL 2 MODEL 3
Eight Lag of Technological Asset 05659333 -

Fourth Lag of Marketing Asset Ziggg;*

Eight Lag of Marketing Asset '?15380i85*

R2 0.809 0.702 0.658

Statistical significance: ***< .01, **<.05, *<.01

Table 4. Summary of the Fixed Effect Estimation Results (Dependent Variable:
ROS)

Fixed Effect Models (Dep.Varb. ROS)

VARIABLES MODEL 1 MODEL 2 MODEL 3
Constant 47423 .29813*** 14736
.16590 .10230 11440
.00718
Revenue Share of Each Sector 06769
0.00100**
Total Revenue 1547D-07
. .32256*** .26398***
Sales Base Herfindahl Index 11344 09511
. -.27095*** -.24030***
Square of Sales Base Herfindahl Index 10145 108200
. -1.88146** -.10853
Technological Asset 1.92570 1.82612
. -.99634* -2.36382*** -2.57300***
Marketing Asset 41551 35453 34978
. 0.02320***
First Lag of GDP 58780D-08
c t Rati .021376** .05570*** .04686***
urrent Ratio 015348 01262 01237
Firm Si .06796* .05104*** .04365***
Irm size 01741 .01349 .01386
Foreign Revenue 0.00001
g .1715D-08
i 0.00001
Domestic Revenue 2823D-08
. .33296***
Market Share Base Herfindahl Index 10222

Statistical significance: ***< .01, **<.05, *<.01
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Table 4 (continued)

Fixed Effect Models (Dep.Varb. ROS)

VARIABLES MODEL 1 MODEL 2 MODEL 3
_ *kk
Square of Market Share Base Herfindahl Index 30319
.09300
First Difference of Market Share
. . .00148*** .00122*** .00115***
Industrial Production Index 00035 00027 100026
. -.14323D-04
R&D Expenditure 5750D-04
R&D Expenditure Index
. . 1.15e-06 0.00112 0.00001**
First Difference of GDP 1.56-07 1170D-07 6051D-08
. . -.7641D-05*** 0.00001
First Lag of Technological Asset 2415D-05 7837D-07
. -5.89935*
Fourth Lag of Technological Asset 200840
. . 5.24479
Eight Lag of Technological Asset 166176
. . -.7644D-05***
First Lag of Marketing Asset 2415D-05
. .12566*
Fourth Lag of Marketing Asset 41345
. . 1.59126*
Eight Lag of Marketing Asset 388006
2.19e-07**
Fourth Lag of GDP 1.47e-07
. 7.73e-08**
Eight Lag of GDP 1.43e-07
R2 0.542 0.656 0.674

Statistical significance: ***< .01, **<.05, *<.01

When the results of the six models are considered with respect to the results of F
tests, Ho is rejected in favor of fixed model. As mentioned above, with the rejection
of Ho we should look at the LM test for a comparison between the random effect
model and the fixed effect model. With the rejection of the null hypotesis of the F
test and Hausman tests, we analyse the data by utilizing fixed effect model

gstimations.

According to Table 3, revenue share of each sector is significant at the .01

significance level and also positive in model 1 and model 2, on the other hand, it is
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not significant at Table 4. With an increase in revenue for each sector, profitability
increases. According to Vestel Planning and Budget Department data, television is
the most unprofitable product in Vestel and it is reasonable that increase in revenue
of other products will lead to increase in profitability, this reveals that new segment
products are profitable for the firm. In addition, according to the Table 4 - model 3;
profitability increase with an increase in total revenue. Vestel has related
diversification strategy and based on the theory, increase in total revenue shows that
production volume increases. In Park and Jang’s (2012) study they find that with
high levels of related diversification, profitability increases due to economies of

scale and scope, these findings can be applied to our results.

As mentioned before, technological assets and marketing assets are intangible assets
of the firm. Technological assets in the first models; marketing assets in the first,
second and third models at Table 3 and Table 4; they are significant and have
negative coefficients. When we look at the first lags of technological assets and
marketing assets - at Table 3, model 1 and Table 4, model 1- we see that
technological asset is statistically significant and has a negative coefficient. In
addition, first and fourth lags of technological asset have negative and significant
coefficients at table 3 - model 1, table 4 model 1 and 2, unexpectedly. Eight lag of
technological asset has positive and significant coefficient at the 1% of significance
from 3- model 1. Marketing asset is statistically significant and has negative
coefficient at all models. First lag of marketing asset has negative and statistically
significant coefficient at 0.01 level at table 4-model 2. Fourth and eight lags of
marketing asset has positive coefficient and statistically significantat. Table 3 —
model 1 and Table 4 — model 1. These findings support the idea of Mork and Yeung
(1991) that R&D and advertising related intangibles increase the firm value in the
long run. Firstly the cost of intangible assets outweigh the benefits, but in time the
benefits of intangible assets surpass the costs due to economies of scale. Zhao
(2008) states that intangible assets are the sunk costs that are made in order to
develop and introduce new products. The cost or benefit of these expenditures
appears in time. Our findings prove Park and Jang (2012)’s findings that firstly the

effect of these expenditure on ROA is negative; however, as we can see in the lag
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variables of intangible assets, in the long run their effect turns into positive as

expected.

We use R&D expenditure and R&D expenditure index but we could not get

meaningful results, unexpectedly.

In order to see the difference between the effects of domestic and foreign sales we

use domestic revenue and foreign revenue but they are statistically insignificant.

First difference of gross domestic product and GDP growth rate are the variables
that explain the good index for consumption level. With the increase in the GDP
disposable income, consumption increase and consequently production level
increase. Industrial production index is the economic indicator which measures the
amount of output from different industries. Our findings show that ROA and ROS
are positively correlated with the economic conditions and statistically significant.

Smilar to Chatterjee and Wernerfelt (1991)’s findings, in our model coefficient of
current ratio is positive and statistically significant unexpectedly. This variable
shows the lower default risk and we can conclude that holding capital as cash affect

firm’s profitability positively.

Firm size has a positive coefficient and it is significant. These findings show that as

the firm grows, its profibility is affected positively.

When we look at diversification level, “market share base Herfindahl indices” have
positive coefficients and the coefficients of “square of market share base Herfindahl
indices” are negative and significant. The results reveal that there is u-shaped curve
relationship between profitability and the diversification which shows that at the low
levels of diversification, profits will decrease but with a high level of diversification
firm value will increase. When we look at the “sales based Herfindahl indexes” and
“square of sales base Herfindahl indexes, we see that they are statistically significant
and positive. Our findings are consistent with Park and Jang (2012)’s. With low
level of diversification, its costs will outweigh the benefits, but with the high levels
of diversification the benefits - stemming from economies of scale, scope and
synergy- exceed the costs (Park and Jang, 2012). These results contradict with the
findings of Galvan and De La Torre (2007), Markides (1992) and Khanna, T., and
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Palepu, K. (2000). Contrast to our models, their model shows that there is inverted-u
relationship between the firm value and diversification level. There is also an
optimal point, after this breaking point, firm value will decrease with the increase in

diversification.
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CHAPTER 5

CONCLUSION

All in all, this study aims to find the effect of diversification as a strategy on the firm
value of Vestel Co. To this end, the financial data from 1994 quarter 1 to 2014
quarter 2 in quarterly basis is acquired from different sources, and it included
variables such as ROA, ROS, marketing asset, technological asset, GDP etc. The
data is analyzed econometrically by using STATA and LIMDEP. Our results show
some similarities and differences with the existing views and literature as will be
explained below. First of all, as in resource-based view, we have grouped the
products manufactured within Vestel according to the SIC codes and found that
Vestel follows related product diversification strategy, except computers. On the
other hand, the sales revenue figures show us that Vestel failed in unrelated
diversification strategy. Computer sales revenue has declined in time, while other

segments increase their revenue.

Resource based view analyses two types of diversification: related and unrelated,
namely. Resource-based theory is dominating in most of the studies. Among them, a
major number of the researches find that related diversification leads superior
performance for the firms (Wernerfelt and Montgomery, 1986; Hoskisson, 1987;
Berger and Ofek, 1995; Markides and Williamson, 1996 and Colpan, 2003).
Economics and finance literature have found diversification premium model which
shows positive and linear relationship between the diversification and firm
profitability (Campa and Kedia, 2002; Chang and Hong and Zhao, 2008) and
diversification discount model as the reverse of the former one (Lang and Stulz,
1994; Berger and Ofek, 1995 and Lins and Servaes, 1999). Our result does not fit
any of them. We have found an U-shaped relationship between diversification and
firm level as in the resource-based theory. Resource-based view focuses on level of

diversification.
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Park and Jang, (2012) and Tang and Jang, (2010)’s studies in favor of u shape
relationship argue that at the early stages of the investment in R&D and advertising,
firm faces costs that outweigh the benefits. The benefits of the investment reveals in
time. The most important result of our study is diversification level and firm
performance has an u-shape relationship. We find that in the long run- after a certain
point- with increase in diversification level, profitability increase but this hypothesis

is for the related diversification.

According to resource-based view, intangible assets of the firm are historically
accumulated endowments. Vestel has been successful by using transferrable
resources among the related sectors and the firm continues its diversification
strategy with tablets and smart phones. According to the SIC codes, these sectors are
counted as unrelated diversification strategy. Based on Vestel’s history, one can say
that Vestel will fail at unrelated diversification strategy with smart phones and
tablets. On the other hand, among the world manufacturing firms in the area of
durable consumer goods and consumer electronics such as LG and Samsung are
successful in related and unrelated diversification. Beginning with 1990’s, Korean
government has the target industries and with strong government support Samsung
and LG have applied diversification strategy successfully. According to our results
at the beginning stage of diversification, costs outweigh benefits and at this stage the
support is vital for the firms. For the long-run industrial targets, government support
has an important role. Turkish government should take an example of Korean
government and specify the target industries by focusing on technologies and
thematic areas of importance through technology roadmaps. The public incentives
should be provided via technology roadmaps and in accordance with national targets

specified in these roadmaps.
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APPENDICES

APPENDIX A: ECONOMETRIC RESULTS

Table 5. Results (Dependent Variable: ROA)

MODEL 1 (Dep.Varb. ROA)

. Pooled OLS
VARIABLES Fixed Effect with Robust Random Effect
Model Model
SE
Constant -.03850 -.01340 -.01332
.01345 .01099 .00198
.05347 * .00947* .00843*
Revenue Share of Each Sector 01370 00401 00311
. -.76525* -.88324* -.85822*
Technological Asset 65452 65658 64679
. -.85658* -.93455* -.92554*
Marketing Asset 12303 12147 09448
.01646** .02869** .02759**
GDP Growth Rate 01671 01621 02673
Current Ratio .00974* .00508* .01509*
.00503 .00483 .00288
. .06332*** .13075*** .12068***
Market Share Base Herfindahl Index 05862 05543 05543
. -.02116** .06821** .06731**
Square of Market Share Base Herfindahl Index 03436 03158 04168
Industry Index .00052*** .00148*** .00134%***
y .00009 .00009 .00008
. -3.55198** -3.19017** -3.08017**
Fourth Lag of Technological Asset 64859 64279 65285
. . .065339* .775203* .76532*
Eight Lag of Technological Asset 50937 46694 47699
. .21535** .18870** .14860**
Fourth Lag of Marketing Asset 12002 12026 12026
. . .35858* .46649* .45347*
Eight Lag of Marketing Asset 13045 12723 12653
R2 0.809 0.823 0.811
HAUSMAN 0,55 (Fixed Effect)
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Table 6. Results (Dependent Variable: ROA)

MODEL 2 (Dep.Varh. ROA)
. Pooled OLS
VARIABLES Fixed Effect with Robust Random Effect
Model SE Model
Constant 02613 02543 02613
02569 03265 02569
0.0123* 0.00143* 0.01233*
Revenue Share of Each Sector 6443D-08 3157D-08 317887D-08
. 10523 094273 08431 %
Sales Base Herfindahl Index 103345 03117 103289
i -.09082%** -07432%%* -.06531%**
Square of Sales Base Herfindahl Index 03214 02805 03305
. -.91453%* -.93089%** -.92199%**
Marketing Asset 11003 10916 21916
Current Ratio 00857+ 00841+ .01839%*
.00385 .00379 01578
Firm Size .01003** 00738+ .006238**
00437 00372 .00452
Industry Inde .00037%** 00036+ 00044+
ustry fndex .8374D-04 .8028D-04 .8134D-04
. -43956D-06  |-.12992D-05 |-.13422D-05
R&D Expenditure 1854D-04 1830D-04 1940D-04
o 0.0015%* 0.0023** 0.0152%*
First Difference of GDP .1946D-08 .1921D-08 .1831D-08
R2 0.702 0.703 0.704
HAUSMAN 0.77 (Fixed Effect)
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Table 7. Results (Dependent Variable: ROA)

MODEL 3 (Dep.Varh. ROA)

. Pooled OLS
VARIABLES Fixed Effect with Robust Random Effect
Model Model
SE
Constant -.03589*** -.03691*** -.03703***
0.1279 .01274 .01257
. -1.03010*** -1.03610*** -1.03520***
Marketing Asset 11120 10950 10792

First Lag of GDP

.10699D-06**

.10814D-06**

.10795D-06**

4437D-07 .4389D-07 4323D-07
. .00406 .00425 .00423
Current Ratio 00423 00417 00411
Foreian Revente .00773 .00697 .00718
reign Revenu 02944 .02895 .02853
Domestic Revenue 01833 02004 01965
05137 .05063 .04989
i .08787*x* .08870%** .08870%**
Market Share Base Herfindahl Index 03047 02979 02937
. -.04933** -.04884%* -.04901%*
Square of Market Share Base Herfindahl Index 02339 02280 02250
Industry Index | .00033*** | .00032*** .00033***
y .7979D-04 .7665D-04 .7565D-04
. -43946D-05 | -.46878D-05 -.46472D-05
R&D Expenditure Index .3782D-05 .3734D-05 3679D-05
R2 0.658 0,678 0.657
HAUSMAN 0.80 (Fixed Effect)
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Table 8. Results (Dependent Variable: ROS)

MODEL 1 (Dep.Varh. ROS)

. Pooled OLS
VARIABLES Fixed Effect with Robust Random Effect
Model Model
SE
Constant 47423 48327 .83275
.16590 .14349 .14393
.00718 -.06095 -.07856
Revenue Share of Each Sector 06769 01356 01575
. .32256*** .32214%** .39174***
Sales Base Herfindahl Index 11344 10061 11634
. -.27095*** -.26193*** -.25814***
Square of Sales Base Herfindahl Index 10145 08467 07567
Technoloaical Asset -1.88146** -1.80446** -1.83035**
9 1.92570 2.86589 2.95749
. -.99634* -.99839* -.98837*
Marketing Asset 41551 47175 46731
Current Rati .021376** .021357** .021947**
urrent Ratio 015348 021145 023225
Firm Siz .06796* .06898* .06791*
€ 01741 01671 01563
Industry Index .00148*** .00151*** .01141***
y .00035 .00033 .00120
. . 1.15e-06 1.14e-06 1.13e-06
First Difference of GDP 1.56¢-07 1.84¢-07 1.73¢-07
. -5.89935* -5.95964* -5.99659*
Fourth Lag of Technological Asset 200840 169164 163679
. . 5.24479 5.16930 5.15702
Eight Lag of Technological Asset 1.66176 1.91902 1.97038
. .12566* .11200* .11103*
Fourth Lag of Marketing Asset 41345 35676 35765
. . 1.59126* 1.60756* 1.61453*
Eight Lag of Marketing Asset 1388006 550359 513788
2.19e-07** 2.21e-07** 2.23e-07**
Fourth Lag of GDP 1.47¢-07 9.31e-08 9.90¢-02
. 7.73e-08** 7.85e-08** 7.69e-08**
Eight Lag of GDP 1.43¢-07 1.04¢-07 1.13¢-07
R2 0.542 0.543 0.594
HAUSMAN 0.40 (Fixed Effect)
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Table 9. Results (Dependent Variable: ROS)

MODEL 2 (Dep.Varh. ROS)

. Pooled OLS
Fixed Effect - Random
VARIABLES Model WlthSREobust Effect Model
Constant 29813*** 29416%** .29359***
.10230 11220 .11032
. .26398*** .27063*** 27046%**
Sales Base Herfindahl Index 09511 109308 09151
. -.24030*** - 24479%** - 24467%**
Square of Sales Base Herfindahl Index 108200 07995 07864
. -.10853 -.10865 -.10991
Technological Asset 1.82612 1.79952 176816
. -2.36382*** -2.37876*** -2.37826***
Marketing Asset 35453 34977 34367
Current Ratio .05570*** .05572%** .05571***
.01262 .01241 .01220
Firm Size .05104*** .05032*** .05162***
.01349 .02401 .01301
Foreign Revenue 0.0 0.0 0.0
g .1715D-08 .1694D-0 .1665D-08
Domestic Revenue 0.0 0.0 0.0
.2823D-08 .2792D-08 .2743D-08
Industry Index .00122*** .00124*** .00122***
y .00027 .00027 .00027
. . 0.0112 0.0132 0.012
First Difference of GDP 1170D-07 1156D-07 1170D-07
. . -.76441D-05*** | -,15609D-06* | -.15595D-06*
First Lag of Technological Asset 2415D-05 8404D-07 8957D-
-.76688D- -.76657D-
_ _OE***
First Lag of Marketing Asset '7624;1115%?55 05*** 05***
’ .2386D-05 .2344D-05
R2 0,656 0,657 0,657
HAUSMAN 0.20 (Fixed Effect)
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Table 10. Results (Dependent Variable: ROS)

MODEL 3 (Dep.Varb. ROS)

. Pooled OLS
Fixed Effect - Random
VARIABLES Model WlthSREobust Effect Model
Constant 14736 14996 15472
11440 10540 10436
Total Revenue 0.001* 0.0" 0.0"
1547D-07 6232D-08 .7070D-08
. -2.57300%** 2.57808*** | .2.57752%**
Marketing Asset 34978 34609 33994
. 0.0232%** 0.012%** 0.0132%**
First Lag of GDP 58780D-08 5980D-08 5873D-08
Current Ratio .04686%** 04771%%* .04758%**
urrent Rati .01237 .01220 .01200
Firm Size .04365%** .03367%** .03426%**
.01386 01213 01204
i 33206%** 29110%** 2931 2%
Market Share Base Herfindahl Index 10222 109580 09458
. -.30319%** - 25047 %** - 25205%+*
Square of Market Share Base Herfindahl Index 109300 08387 08310
Industry Index .00115%** 00114%** .00115%**
y .00026 .00025 .00025
. -14323D-04 | -16244D-04 | -.16046D-04
R&D Expenditure 5750D-04 5701D-04 5598D-04
o 0.0%* 0.0%** 0.0%**
First Difference of GDP 6051D-08 .5980D-08 5873D-08
. ) 0.0 0.0 0.0
First Lag of Technological Asset 7837D-07 2765D-07 7624D-07
R2 0,674 0,68 0,68
HAUSMAN 0,25 (Fixed Effect)
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APPENDIX B : TURKISH SUMMARY

Verimliligin arttirilmasi ve tiretim faktorlerinin verimli bir sekilde kullanilmasi hem
mikro hem de makroekonominin konusu olmustur. Ekonomistler verimli bir sekilde
bliylimek i¢in iirlin ¢esitliligi veya uzmanlasma olmak iizere iki stratejiyi
incelemektedirler. Riski azaltma ihtiyacindan dolay1 1950°1i yillarda iiriin gesitliligi
stratejisi giindeme gelmeye baslamistir. 1980’11 yillara kadar iirlin cesitliligi stratejisi
verimliligi ve karlilig1 arttiran ayni zamanda riski azaltan bir strateji olarak
goriilmistlir. 1980°’li yillardan itibaren ise iriin c¢esitliligi stratejisi yerine
uzmanlasmanin karliligi  arttirdigit  yoniinde calismalar agirlik  kazanmustir.
Literatiirde ortak bir sonu¢ bulunamamaktadir. Bu c¢alismanin amaci {iriin
cesitliliginin firmanm karlilig1 tizerindeki etkisini incelemektir. Bu amag icin Vestel
Ticaret A.S. panel veri ekonometrik analizi ile incelenmistir. Calismanin énemi ve
anlamli katkisi, diger c¢alismalarin aksine bir firmanin incelenmesi ile zaman

icerisinde firmanin gelisiminin gézlenebilmesidir.

Uriin cesitliligi iizerine yapilan ¢alismalar incelendiginde 1950°1i yillardan 1980°1i
yillara kadar iriin gesitliligini savunan ¢alismalar 6ne ¢ikmaktadir (Osorio, 2012).
Ozellikle finans literature iiriin gesitliligi ve karlilik iizerine calismalarinda sadece
iki sonu¢ bulmaktadir. Yapilan ilk ¢alismalara gore iiriin gesitliligi stratejisinin
karlilik {izerine pozitif etkisi bulunmaktadir, bunun sebepleri verimliligin artmasi ve
biliylimenin gerceklesmesi, atil i¢ kaynaklarin verimli bir sekilde kullanilmasi, farkli
Urlin gamlarinda faaliyet gostererek firmanin batma riskinin distiriilmesi
gosterilebilinir. (Osorio, 2012; Palich, 2000 ve Zhao, 2008). Finans literattrinde
bircok calisma iiriin ¢esitliligi stratejisine sahip ve uzmanlagsmayi se¢mis firmalari
kiyaslamaktadir. Kiyaslarken karliligi dlgmek icin ¢ogunlukla aktif getiri oranim
karlilik gdstergesi olarak kullanmaktadirlar; firmanin iirlin ¢esitliligi stratejisi ile ne
kadar degerlendigini anlamak i¢in ise deger fazlasim hesaplamaktadirlar.
Arastirmacilar Uriin gesitliligi stratejisini uygulayan firmalarin pazar giicii elde
ederek, sert fiyat politikalar1 uyguladiklarini ve bu sayede rakiplerine karsi avantaj
elde ettiklerini savunmaktadirlar (Osorio,, 2012 ve Palich et al 2000). Rakiplere

kars1 elde edilen avantaj capraz siibvansiyon ile aciklanabilinir, iirlin ¢esitliligi
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stratejisi ile farkli iirlin segmenterine sahip firmalar az karli iirtin gruplarimi karl
driinler ile siibvanse edebilir ve bu alanda rakiplerine kars1 tstiinliik saglamis olurlar
muaf olurar veya rakiplerine goére minimum diizeyde baslangic maliyeti ile
karsilasirlar (Scherer, 1980). Finansal ¢alismalar ayrica iiriin gesitliligi stratejisi ile
firmalarin batma riskini azalttiklarin1 ve farkli iiriin grubuna sahip olmanin onlar i¢in
sigorta niteligini tasidigini belirtmektedirler (Galvan ve De La Torre, 2007 and
Myers, 1977). Farkli iiriin gami portfoyiine sahip olmak firmalarin borglanma
kapasitelerinin artmasini saglar ve bu kapasitenin artis1 vergi avantaji olarak firmaya

avantaj saglamaktadir (Palich, 2000; Berger ve Ofek, 1995 ve Servaes, 1996).

Firmalarin kullanabilecegi kaynaklar i¢ ve dig kaynaklar olarak ikiye ayrilmaktadir.
Dis kaynaklar kredi ve halka arz gibi firma disindan kullanilan fonlardir. i
kaynaklar ise faiz gibi islem maliyeti olmadigindan dolayr maliyet avantajina
sahiptir (Palich, 2000). Finans literatlri dis kaynak kullaniminin verimliligi
diistirdiigiinii belirterek {iriin ¢esitliligi stratejisi sayesinde i¢ kaynak kullaniminin
firmalara maliyet avantaji saglayarak karliligint arttirdigini belirtmektedirler

(Gunduz, L. ve Tataoglu, E., 2003).

1980’11 yillardan itibaren ise {riin ¢esitliligi stratejisi karliligr diisliren bir politika
olarak gériilmeye baglamistir. Finans ve ekonomi literatiirliniin ¢ogu, karlilik ve
iriin cesitliligi arasinda lineer ve negatif bir iliski ortaya koymaktadir (Osorio,
2012). Bir¢ok calismada firmalarin iiriin ¢esitliligi stratejisinde kaybettikleri degeri
6lgmek igin “Tobin’in q” oram kullanilmistir (Berger ve Ofek, 1995; Denis ve
Sarin, 1997; Lang ve Stulz, 1994 ve Rajan, 2000). Lang ve Stulz (1994) ve Gomes
ve Livdan (2004) calismalarinda iirlin ¢esitliligi yapan firmalarin diisiik Tobin q
oranina sahip olduklarini kamtlamislardir. Uriin gesitliliginin karlilig1 negatif yonde
etkiledigini savunanlarin temel argiimanlari; ¢apraz siibvansiyon ile diisiik getirili
sektorlere yatirim yapmak, yiiksek yonetici maliyeti ve bilgi esitsizligidir (Osorio,
2012). Yapilan caligmalar verimsiz sektorlere yatirirm yapmak yerine uzmanlasarak
karli yatirim yapmanin en dogru strateji oldugunu gostermektedir (Weston, 1977,
Berger ve Ofek, 1995; Palich, 2000 ve Stulz, 1990).

61



Denis (1997) iiriin gesitliligi stratejisi karlilig1 diisliriiyorsa neden firmalar hala bu
stratejiyi slrdirmektedir sorusundan yola ¢ikarak firmalarin {riin ¢esitliligi
stratejisini segme sebeplerini incelemistir. Campa ve Kedia (2002), ve Colak (2010)
firmalarin {iriin ¢esitliligi stratejisini segme sebeplerini de modele dahil ederek
caligma yapmuslardir. Sonu¢ olarak bu sebepleri modele yerlestirdiklerinde ve
firmalar1 sebeplerine gore ayirdiklarinda iiriin gesitliligi ve karlilik arasinda pozitif
bir iligki bulmuslardir ancak; sebeplerini modelden ¢ikarttiklarinda iiriin ¢esitliligi
stratejisinin karlilig1 azalttigini ortaya ¢ikarmaktadirlar. Campa ve Kedia (2002), ve
Colak (2010)’a gore eger bir firma bulundugu alanda diisiikk karliliga sahip ve
getirisi diislik bir sektorde faaliyet gosteriyor ve bu sebepten dolay: iiriin ¢esitliligi
stratejisini tercih ediyorsa sonug¢ olarak yeni iiriin gruplarinda da diisiik performans
sergilemektedirler. Sonug¢ olarak firmalarin iirlin ¢esitliligine gitmeden Onceki
durumlarinin géz Oniine alinmasi gerektigini, baslangicta diisiik performansa sahip
firmalar ile yuksek performans sergileyen firmalarim ayri ayri1 incelenmesi

gerektigini savunmaktadirlar.

Finans ve ekonomi literatiirii {iriin ¢esitliligi ve karlilik arasinda lineer iliskiyi
incelemis fakat tiriin gesitliligi seviyesini ve ¢esidini dikkate almamustir. Stratejik
yonetim literatiirli ¢aligmalart iirlin ¢esitliliginin seviye ve ¢esidine gore etkilerini
incelemektedir (Osorio, 2012). Stratejik yonetim c¢alismalar1 kaynak temelli
yaklagimi baz alarak {riin ¢esitliligi stratejisini ilgili ve ilgisiz olmak iizere ikiye
ayirmaktadirlar  (Wan, 2011). Ilgisiz ve ilgili {iriin gesitliligini aywrmak igin
kullanilan en genel yontem SIC kodlardir. SIC kodlara gore eger ilk iki hanesi ayn1
ise iiriin gruplar ilgili, degil ise ilgisizdir (Wan, 2011). Ilgili iiriin cesitliliginde
firma yeni Qrdn grubu UGretiminde mevcut bilgi birikimi ve kaynaklarini
kullanabilmekte iken ilgisiz iiriin gruplarinda mevcut kaynaklar kullanilamamaktadir

(Galvan, Pindado ve Torre; 2007).

Stratejik yonetim literatiirii {iriin ¢esitliliginin avantaj ve dezavantajlarini incelerken
firmanin stratejik kaynaklarinin heterojen oldugunu ve bu kaynaklarin transfer
edilemedigini varsaymaktadir (Barney, 1991 ve Wan et al, 2011). Stratejik yonetim
literatiirii kaynaklar1 maddi ve maddi olamayan olmak {iizere ikiye ayirmaktadir.

Maddi olmayan varliklara 6rnek marka ismi, miisteri baglhligi, teknolojik bilgi

62



birikimi, yetenekli ¢alisanlar; maddi olmayan varliklara ise fiziksel ve finansal
varliklar Ornek verilebilinir (Wernerfelt, 1984). Maddi olmayan varliklarin
transferinin zor ya da imkansiz olusu, firmalari iiriin ¢esitliligine yonlendirmektedir,
burada fazla kaynaklarin verimli bir sekilde kullanildigi varsayilmaktadir (Palich,
2000). Ancak eger firmanin stratejik kaynaklari1 ancak bir iiriin grubu tiretimi i¢inse
irlin ¢esitliligi stratejisi verimsiz bir sonu¢ dogurmaktadir (Montgomery ve

Wernerfelt, 2008; Chatterjee, S. ve Wernerfelt, B., 1991).

Tgili ve ilgisiz iiriin gesitliligi karsilastirmalar1 genelde kaynak temelli calismalarda
yapilmaktadir (Berger ve Ofek, 1995; Bettis, 1981; Hoskisson, 1987; Markides ve
Williamson, 1996). Calismalarin ¢ogu ilgili ve ilgisiz iiriin grubu ayrimini q SIC
kodlara gore yapmakta iken, bir kismi da ortak kullanilan kaynaklara gore ayirim
yapmakta ve buna gore ilgili ve ilgisiz {riin c¢esitliligine giden firmalar
kiyaslamaktadirlar (Galvan ve De La Torre, 2007). Ilgili iiriin gesitliliginin
avantajlari olarak iiretim kaynaklarmin verimli bir sekilde dagilmasi sayesinde 6lgek
ekonomisinin verdigi avantajlar, farkli iiriin gruplarindan elde edilen ve ilgili {iriin
gruplarinda kullanilabilen bilgi birikimi gosterilmektedir (Berger ve Ofek, 1995;
Helfat ve Eisenhardt, 2003). ilgisiz iiriin cesitliligi stratejisinin avantajlar1 olarak ise
farkli {iriin gruplarinda faaliyet gostererek firmalarin riski dagitip, batma riskini
distirmesi ve borglanma kapasitelerinin artmasi gosterilmektedir (Palich, 2000).
Calismalarin ¢ogu ilgili tiriin gesitliligi stratejisinin firmalarin karliligini arttirdigini

gostermektedir (Hoskisson, 1987; Markides ve Williamson,1996 ve Bettis,1981).

Kaynak temelli ¢alismalarin inceledigi diger konu ise iiriin ¢esitliliginin seviyesidir.
Herfindahl Indeksi ve karesini kullanarak lineer olmayan iligki de incelenmektedir
(Osorio, 2012). Yapilan ¢alismalara gore tirtin ¢esitliligi ve karlilik arasinda iki gesit
sonug ortaya ¢ikmaktadir:

e U-seklinde iliski
e Ters-U seklinde iliski

Uriin ¢esitliligi ve karlilik arasinda U- seklinde iliski bulan ¢alismalara gore bunu
sebebi kisa vadede yatirnm maliyetlerinin getiriden daha yiiksek olmasi fakat uzun

vadede dretim hacminin, bilgi birikiminin artmasi ile firmanin karinin artmasidir
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(Park ve Jang, 2012 ve Tang ve Jang, 2010). Ters-u seklinde iliski bulan galismalar
ise karlilig1 arttiran maksimum noktanin bulundugunu ve bu noktadan sonra {iriin
cesitliligini arttirmanin  kaynak yetersizligine sebep oldugunu ve karliligin
diistiiglinii savunmaktadirlar (Galvan ve De La Torre, 2007 ve Markides, 1992).
Genel olarak bakildiginda kaynak temelli ¢alismalara gore ilgili {iriin stratejisi kisa
ve uzun vadede firmanin karliligini arttirmakta iken ilgisiz iirlin ¢esitliligi stratejisi

uzun vadede karlilig1 diisiirmektedir (Zhao, 2008).

Kurumsal ekonomi calismalar1 ise iilke ekonomik kosullarinin iiriin cesitliligi
stratejisini dogrudan etkiledigini belirtmektedirler. Yapilan calismalarda Diinya
Bankasi’nin iilkeleri siniflandirma sistemi kullanilarak iilkeler gelismis ve
gelismekte olan olmak iizere ikiye ayrilmaktadir. Gelismekte olan iilkelerin finansal
sistemlerinin gelismedigi veya az gelistigi varsayimi altinda dis kaynak kullaniminin
maliyetli oldugunu savunan calismalar, gelismekte olan {ilkelerde i¢ kaynak
kullanimmin firmalarin maliyetini azalttigin1 savunmaktadirlar. Uriin gesitliligi
stratejisi ile i¢ kaynak kullanimina giden firmalar rakipler karsisinda avantaj
kazanarak karliligini arttiracaktir. Fakat; gelismis iilkelerin finansal piyasalarinin da
gelismis olmasit kaynaga ulasimi hem kolaylastirmakta hem de maliyeti
ucuzlagtirmaktadir (Osorio, 2012). Berger ve Ofek (1995), Lang ve Stulz (1994),
Palich (2000) yaptiklar1 caligmalarda ilgisiz iiriin ¢esitliligi stratejisinin gelismis
iilkelerde avantaj yaratmadigmi, bu ilkelerde firmalarin risk c¢esitlendirme
ihtiyaglariin  bulunmadigini  belirtmektedirler. Sonu¢ olarak gelismekte olan
iilkelerde tirlin ¢esitliligi stratejisinin karliligr arttirdigr ve ilgisiz tiriin ¢esitliliginin
risk azaltarak firmalara avantaj sagladig ortaya ¢ikmaktadir. Gelismis tlilkelerde ise
bu durum tam tersi olmaktadir, ilgili {irlin cesitliligi stratejisi ile firmalar bilgi
birikimini kullanarak karlilig1 arttirabilir ama gelismis iilkede bulunan firmalarin
risk azaltma ihtiyact bulunmamas1 ilgisiz iriin ¢esitliliginin avantajini ortadan
kaldirmaktadir (Osorio, 2012; Berger ve Ofek, 1995; Lang ve Stulz,1994 ve Palich,
2000).

Literatiir incelendiginde iiriin g¢esitliliginin karlilik iizerine etkisi konusunda ortak bir
bulgu olmadigr ve caligmalarin ¢ok farkli sonuglar verdigi ortaya ¢ikmaktadir.

Yapilan ¢alismalarin ¢ogu birden fazla firmalarin incelenmesi ile yapilmistir. Bu
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tezde ise Vestel Ticaret A.S.’nin tiretimde ¢esitlilik stratejisi incelenmistir. Tek bir
firmanin incelenmesi firmanmn gelisimini incelemek adina o6nemli bir kaynak
olmustur. Vestel’in bu stratejisinin anlagilabilmesi igin, tarihinin 6zetine bakmak
gereklidir. Vestel’in bir pargast oldugu Zorlu Holding, 1950’lerde Denizli’de
kuruldu. Asil olarak tekstil sektoriinde is yapan Holding zamanla dort ana alanda
daha is yapmaya baslamistir; ev tekstili ve polyester iplik; tiiketici elektronigi,
bilisim teknolojisi ve dayanikli tiiketim mallart; gayrimenkul; ve son olarak enerji.
1980’lerin sonlarina kadar sadece tekstil isinde yogunlagsan Holding, 1994 yilinda
Vestel’i satin alir. Sonrasinda ise elindeki portfolyoyu c¢esitlendirmek adina
gayrimenkul ve enerji sektorlerine de giris yapar. Holding’in farkli alanlardaki
islerinin i¢inde Vestel, biiyiikk ve 6nemli bir yer kapsadigi i¢in, “amiral gemisi” veya

“parlayan yildiz” olarak anilir.

Vestel, LCD TV, bulastk makinesi, ¢amasir makinesi, buzdolabi, firm gibi
Uriinlerden ses sistemlerine kadar bircok driini Uretmektedir. Strateji olarak
uretimde ¢esitliligi secen Holding, Vestel’in i¢inde de bu stratejiyi uygulamaya karar
verir. Televizyon, Vestel’in tirettigi en 6nemli ve en biiyiik kalem olma 6zelligine
sahip olmakla birlikte, sirketi hem diinya hem de yerel TV pazarinda en 6nemli
oyuncular arasmna sokmaktadir. Elektronik Cihazlar IThracatgilar1 Dernegi’ne gore
2014 yilinda Vestel’in iiretimi tek basinda Tiirkiye’deki TV iiretiminin %82’sini

olusturmaktadir.

1983 yilinda iiretime gegen Vestel, 1994 yilinda Zorlu Grubu tarafindan devralinir.
Devralinmasinin sonrasindaki ilk ii¢ sene, iilke disindan ‘know-how’ getirmek ve
bunu sirkete uygulamakla gecer. O zamana kadar sirket sadece bir (iriine
odaklanmisti: TV. Bu iiriin de daha ¢ok yabanci markalar i¢in iiretilmekteydi, Vestel
bir OEM/ODM  iireticisi konumundaydi. TV’ye odaklanip, farkli miisteri

segmentleri ve farkli ihtiyaglar icin farkli iiriinler gelistirilmeye baslandi.

1997°de Vestel hem uygulama hem de gelistirme kisimlarini yapmaya basladi, her
ne kadar uygulama miihendisligi hala 6nemli bir yer kapliyor olsa da. Bunun
neticesinde iiretimde cesitlilik icin ilk adim atilmis oldu ve Vestel Beyaz Esya
tiretimine gegti (buzdolabi, ¢amasir makinesi, bulasik makinesi, firin ve klima).

Bunun yani sira, dijital tiiketim mallar1 tiretimine de bu yillarda baslandi. Bundan,
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Vestel’in elde etmis oldugu “know-how” bilgisini ve ekipmanini diger mallarin
iiretiminde kullanmaya basladig1 anlasilmaktadir. Standart Endiistriyel Siniflandirma
Kodlarma (SIC) bakildiginda ilgili iretimde ¢esitlilik stratejisinin izlenmis oldugu
ve Uretim araclarinin farkli iriinleri tiretmek icin de kolaylikla kullanilabilecegi
gorlilmiistiir. SIC kodlar1 endiistri alanlarii siniflandirmak ve devlet kuruluslarinin
anlaml ve standardize edilmis data verebilmesini saglar. Bu siniflandirma altinda,
Vestel A.S. “D Boliimii: Imalat” altinda “Ana grup 36: Bilgisayar Ekipmani Harig,
Elektronik ve Diger Elektronik Ekipman ve Pargalari” iireticisi kategorisinde yer
almaktadir. Vestel’in tirettigi Urlinlerin endiistri kodlar1 Tablo 1’de gdsterilmistir.

Asagida da hangi tiriiniin hangi kategori altinda yer aldig1 verilmektedir.

e Endustri Grubu 363: Ev Aletleri

o 3631: Ev Pisirme Ekipmani: Konveksiyon firini, portatif olanlar da dahil, ve
mikrodalga firinlar.

o 3632: Ev Buzdolaplari, Ev ve Ciftlik Donduruculart: Buzdolaplar1 ve
Dondurucular

o 3633: Ev Camasir Ekipmani: Camasir Makineleri ve Kurutmali-Camasir
Makineleri

o 3634: Elektrikli Ev Egyalar1 ve Fanlar: Karistiricilar, Kahve Makineleri, Sag
Masalar1, Kurutucular, Fanlar, Yemek Mikserleri, Utiiler, Meyve Sikacaklari,
Portatif Firinlar, Cay Kettlelari, Tost Makineler, (KEA kategorisindeki iirtinlerin
cogu bu kategori altinda yer almaktadir)

o 3635: Ev Elektrikli Suptrgeleri: Elektrikli Stiptrgeleri

o 3639: Ev Aletleri, Siniflandirilmamis: Bulasik Makineleri

Endiistri Grubu 364: Elektrikli Aydinlatma ve Kablaj

o 3641: Elektrik Ampulleri ve Borular: Ampuller

o 3645: Meskun Yerler i¢cin Aydinlatma Araglari: Aydinlatma Aksesuarlari

Endustri Grubu 365: Ev i¢i Ses ve Gorsel Ekipman Diizenekleri

o 3651: Ev ici Ses ve Gorsel Ekipman Dizenekleri: Televizyon Reseptorleri, Ses
Sistemleri

Endiistri Grubu 366: iletisim Ekipmani
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o Radyo veTelevizyon Yayincilig1 ve iletisim Ekipmanlari: Televizyon
Monitorleri, Televizyon Verici Antenleri ve Yer Techizati, Kablolu Televizyon
Ekipmanlar1

Daha once belirtildigi gibi bilgisayarlar farkli bir ana grup i¢ine girmektedir- ayn
bolum olsa —Ana Grup 35: Endustriyel ve Ticari Makineler ve Bilgisayar
Ekipmani.

Endiistri Grubu 357: Bilgisayar ve Ofi Ekipmani

o 3571: Elektronik Bilgisayarlar: Kisisel Bilgisayarlar, Bilgisayarlar: Dijital,
Analog ve Hibrid

Bu smiflandirma Vestel’in biitlin {iretiminin ve satisinin, bilgisayarlar hari¢, ayni

bolim ve ayni ana grup kategorisinde oldugunu gostermektedir. Beyaz Esya ve

Kiiciik Ev Aletleri ayn1 Endiistri Grubu i¢inde yer almaktayken, Televizyon ve Set-

Ustii Cihazlari ise farkli bir Endiistri Grubu’nda yer almaktadir, fakat her iki grup da

ayn1 Ana Grup’ta altinda yer almaktadir. LEDler de ayr bir endiistri grubunda yer

almaktadir fakat LEDler de yine ayni bdliim ve ana grupta igerisindedir. Daha dnce
belirttigimiz gibi, bilgisayarlar ilgili olmayan iriin gesitliliginin bir 6rnegi olup
tamamen ayr1 bir ana grup altinda siniflandirilmaktadir — fakat yine de ayni boliim

icerisindedir.

Ise sadece TV iiretimiyle baslayan Vestel, esnek iiretim stratejisini, genis dagitim
agim1 ve verimli maliyet yOnetimi stratejisini bir araya getirerek diger sektorlere
girmeyi basarmustir. 1994 yilinda tv ile iliretime baglayan Vestel 1999 yilinda
buzdolabr iireterek beyaz esya alaninda faaliyet gostermeye devam etmistir. Vestel
2000 yilinda klima, 2003 yilinda ¢amasir makinesi, 2005 yilinda firin ve 2007
yilinda bulasik makinesi {iiretimine ge¢mistir. Kiigiik ev aletleri, siiplirge ve
bilgisayarlar1 ise fabrikalarinda iiretmek yerine disaridan tedarik etmeyi se¢mistir.
Bilgisayar diginda biitiin tirtin gruplari ilgili tirlindiir. Tek ilgisiz {irlin olan bilgisayar
grubu ise Vestel’In basarisiz oldugu sektér olmustur. Vestel’in iiriin cesitliliginin
karlilig1 {izerine etkilerini incelemek adina bu calismada, 1994 birinci ¢eyrekten
2014 ikinci ¢eyrege kadar olan veriler kullanilmistir. Vestel’e ait olan data Vestel
Hukuk, Finans, Planlama ve Biitce ve Stratejik Arastirma ve Gelistirme
departmanlarindan toplanmis olup toplamda 82 ¢eyrege ait data ile dengesiz panel

veri calismasi yapilmistir. Tablo 10°da belirtilen veriler kullanilmis olup ¢alismada
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karlilik belirleyicileri olarak, yani bagimli degisken olarak, aktif getiri oran1 ile satis

gelirleri kullanilmistir, kalan degiskenler bagimsiz degiskenlerdir.

Tablo 10: Degiskenlerin Tanimlari

Degisken Tanimi Beklenen Deger Sonug
Aktif Getiri Orani

Satis Getirisi

Satis Bazli Herfindahl Indeksi Pozitif veya Negatif Positif
Satis Bazli Herfindahl Indeksi Karesi | Pozitif veya Negatif Negatif
Pazar Pay1 Bazli Herfindahl Indeksi Pozitif veya Negatif Positif
Pazar _Payl Bazli Herfindahl Indeksi Pozitif veya Negatif Negatif
Karesi

Her Urtin Grubunun Cirosu Positif Positif
Toplam Ciro Positif Positif
Yurt I¢i Satis Cirosu Positif Anlamsiz
Yurt Dis1 Satis Cirosu Positif Anlamsiz
Toplam Cironun Birinci Farki Positif Positif
Teknolojik Varliklar Positif Negatif
Teknolojik Varliklarinin Birinci Farki Positif Negatif
gi(krioloj ik Varliklarinin Dérdiincii Positif Negatif
gi(kriolopk Varliklarinin Sekizinci Positif Positif
Pazarlama Varliklari Positif Negatif
Pazarlama Varliklariin Birinci Farki Positif Negatif
llz:ﬁ:;rlama Varliklarinin Dordiincti Positif Positif
llz:ﬁ:;rlama Varliklarinin Sekizinci Positif Positif
Cari Oran Negatif Positif
Firma Biiytkligi Pozitif veya Negatif Positif
GSYIH Positif Positif
GSYIH Biiyiime Orani Positif Positif
Sanayi Uretim Endeksi Positif Positif
Ar&Ge Harcamalari Positif Anlamsiz
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Dengesiz panel veri analizi sonucunda toplam ciro artis1 ve her bir iiriin gaminin ayri
ayri cirosunun da artmasi ile firmanin karliligi artmaktadir. Tv Grin grubunun
karliligmin diisik olmasindan yola ¢ikarak Vestel’in {irlin gamlarinda ciro
arttirmasinin karlilig1 arttirdign ortaya ¢ikmaktadir. Yurt i¢i ve yurt dist satislar ayri
ayr1 analiz edildiginde anlamli bir sonug elde edilmemistir. Cari oran firmanin elinde
tuttugu likiditeyi gostermektedir. Elinde likit tutmak yatirinmin firsat maliyeti
oldugundan cari oranin karlilik ile negatif bir iliskiye sahip olmasi beklenmesine
ragmen cari oran ve karlilik arasindaki iliski pozitif ¢ikmistir. Beklenildigi gibi
firma biiylkliginiin artist karlihi@i pozitif yonde etkilemektedir. Bu sonuglar
gostermektedir ki iriin gesitliligi stratejisi ile Vestel biiylimekte ve biiyiiyerek

karliligin1 arttirmaktadir.

Teknolojik varliklar (Ar&Ge yatirimlarinin toplam varliklara oran1) ve pazarlama
varliklar1 (pazarlama yatirimlarinin toplam varliklara orani) harca firmanin maddi
olmayan varliklaridir. Bu varliklar uzun vadeli yatirimlar ve firmalarin en énemli
kaynaklaridir, kisa vadede karliligi olumsuz etkilerken uzun vadede karliligt
arttirmaktadir Mork and Yeung (1991). Panel veri analizine gore teknolojik
varliklar, birinci ve dordiincii farklar1 firma karlilig1 ile negatif iliskiye sahipken,
teknolojik varliklarin sekizinci farki karlihigi pozitif yonde etkilemektedir.
Pazarlama varliklar1 ve birinci farki karliligi negatif yonde etkilerken, dordiincii ve
sekizinci farki ile karlilik arasinda pozitif bir iliski bulunmustur. Bu durum
gostermektedir ki firmanin maddi olmayan varliklara yaptig1 yatirimlar uzun vadede

pozitif getiri saglamaktadir.

GSYIH ve sanayi iiretim endeksleri iilke ekonomisinin gdstergesi olup, sonuglara
gore firmanin karhiligini pozitif yonde etkilemektedir, yani firma sadece urun
cesitliligi stratejisi ile billylimemekte ayni zamanda iilke ekonomisinden de

etkilenmektedir. Ulke ekonomisinin biiyiimesi firmanin karliligin1 arttirmaktadar.

Satis bazli Herfindahl Indeksi ve pazar payr bazli Herfindahl Indeksi iiriin
cesitliliginin seviyesini 6lgmek i¢in kullanilmis olup, non-lineer iliskiyi gormek i¢in
satis bazli Herfindahl indeksinin karesi ve pazar pay1 bazli Herfindahl indeksinin

karesi ise kullanilmistir. Cikan sonuglara gore iiriin gesitliligi ve karlilik arasinda U-
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seklinde bir iliski tespit edilmistir. Bu sonuca gore kisa vadede iirlin ¢esitliligi
arttikca karlilik diismekte ancak uzun vadede iiriin ¢esitliligi seviyesi arttik¢a karlilik
artmaktadir. Bu sonug¢ Onceki bulgularla da uyum saglamaktadir. Firma Grln
cesitliligini arttirirken pazarlama ve teknolojik varliklarina yatirimi arttirmak
zorundadir. Bu yatirimlar da uzun vadede firmaya karlilik artis1 sagladiklarindan
kisa vadede karliligin diismesi, 6grenme siirecinden ve baslangic maliyetlerinin
yiikksek olmasindan kaynaklanmaktadir. Vestel firmasi incelendiginde iligkili {irtin
stratejisini siirdiirdiigii ortaya ¢ikmaktadir. Ilgisiz {iriin gaminda sadece bilgisayar
bulunmakta olup, bilgisayar cirosu yillar igerisinde diisiis gostermistir. Ilgili {iriin
gaminda bulunan iirlinlerin cirosu ise yillar igerisinde artis gostermekte olup,

cirolarindaki artis karlilig1 pozitif yonde etkilemistir.

Sonug olarak Vestel ilgili iirlin stratejisinde uzun vadede basarili olup karliligini
arttirmistir. Kisa vadede ise, yatirim maliyetlerinin getiriden yiiksek olmasi sebebi
ile yeni liriin gruplarinda faaliyet gostermek firmanin karliligini diisiirmektedir.
Diinyada tiiketici elektronigi alaninda faaliyet gosteren LG, Samsung, Bosh ve
Tiirkiye’de faaliyet gosteren en biiyiik iki firma Vestel ve Argelik iirlin ¢esitliligi
stratejisini se¢gmektedirler. Vestel 2015 yilinda LG ve Samsung gibi cep telefonu ve
tablet {irlin gaminda da faaliyet gostermeye baslamistir. Cep telefonu ve tabletler
ilgisiz iirlin ¢esitliligi sinifina girmektedir. Gegmiste Vestel’in ilgisiz {iriin olan
bilgisayar alaninda basarisizlifi ve rakiplerin ilgisiz {iriin stratejisindeki basarilari
gdz Oniline alindiginda aradaki farkin yatirim konusunda gelen destekler oldugu
ortaya ¢ikmaktadir. Kore firmalar1 olan LG ve Samsung devlet destegi ile
yatirimlarini  biiyilitmiis, ilgili ve ilgisiz iirlin ¢esitliligi stratejilerinde basarili
olmusglardir. Firmalarin baslangi¢ maliyetleri ile bas edebilmeleri i¢in Tiirk hiikiimeti
de Kore orneginde oldugu gibi hedef sanayi belirlemeli, teknolojik yo haritas ¢izip

bu dogrultuda biiyiiyen firmalar1 ve sektorleri desteklemelidir.
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APPENDIX C : TEZ FOTOKOPISI iZiN FORMU

ENSTITU
Fen Bilimleri Enstitusu

Sosyal Bilimler Enstitst @

Uygulamali Matematik Enstitiisii

Enformatik Enstitiisi

Deniz Bilimleri Enstitiisi

YAZARIN

Soyadi : Akgul

Adi : Banu

Boliimii : Iktisat
TEZIN ADI (ingilizce) : Product Diversification and Profitability A Case Study:
Vestel A.S.

TEZIN TURU : Yiiksek Lisans X{ Doktora |:|

1. Tezimin tamamindan kaynak gosterilmek sartiyla fotokopi alinabilir.

2. Tezimin i¢indekiler sayfasi, 6zet, indeks sayfalarindan ve/veya bir
bolumunden kaynak gosterilmek sartiyla fotokopi alinabilir.

3. Tezimden bir (1) yil siireyle fotokopi alinamaz.

TEZIN KUTUPHANEYE TESLIM TARIHI:

71



