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Abstract  
 

The title: 

To what extent does diversity correlate with the financial performance of the 101 most profitable 

companies in the United States? 

The purpose:  

This research principal target is to investigate the correlation between the financial profitability 

(EBIT) of 101 most profitable companies (2018) in the United States; and their leadership 

demographics. 

Research question:  

To what extent does diversity correlate with the financial performance of the most profitable 

companies in the United States? 

Methodology 

This study was based on a quantitative research approach 

Cross-sectional was used as a study design to be able to investigate the relationship between the 

variables at 1 point in the time.                                                                    

Regressions analysis was used as the method of analysis, to be able to explain to what extend the 

variable are correlated with each other and to be able to perform hypothesis tests.  

Result: Results from this study emphasize that there is no credible evidence that profitability in 

2018 is somehow affected by the concentration of women and minorities in the management 

board. 

Conclusion: In conclusion, this study has not found a concrete connection between diversity 

concentration in the management level and profitability. 

Keyword: Diversity in management, gender, ethnicity financial performance (EBIT) 
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1. Introduction  
 

The concept of diversity includes inequality in terms of gender, ethnicity, sexual orientation, 

religion, disability and age (SFS 2008: 567 Diskrimineringslagen). Diversity can be explained as 

the factors that set us apart from the crowd. Lorenzo, Voigt, Schetelig, Zawadzki, Welpe and 

Brosi (2017) also explain how diversity can be categorized in four different categories. Their 

study postulates that the level of heterogeneity amongst employees can be reflected in terms of 

their previous industrial background, education, their origins as well as their gender (Lorenzo et 

al, 2017).  

 

This particular research investigates the effects of including women and minorities in the 

management team, and considers 101 profitable companies in the United States of America. 

Minority is defined as an ethnically, or racially distinct group that coexists with, but is 

subordinate to a more dominant group (Brittanica, 2018). In the particular case of the United 

States, the white share of population is more than 60 % and this study therefore solely considers 

individuals who belong to other social groups such as Hispanics, Asians, African-American, and 

Native Americans etc. In this research the term ethnicity is used to refer to the individuals who 

belong to the minority groups in the United States. This study also uses the concept of diversity 

to refer to gender / ethnicity. 

 

So, to what extent does openness towards the individual who belongs to the mentioned groups 

really matter? An extended range of researches have pointed out the benefits that diversity 

(cultural) brings about and those advantages include increased productivity, perspective, 

tolerance as well as becoming a world citizen for employees (Rose, Much- Madsen & Funch, 

2013; Lorenzo et al, 2017; Hunter, Layton & Price, 2015; Page, 2014).  

 

The ultimate factor that contributes to the imbalance between workers at a workplace and thus 

decreases the level of diversity is stereotyping. Beeghly (2015) defines stereotypes as cliché-like 

generalization about a particular social group that nurtures a predetermination of a particular 

social group’s behaviors and reactions. Mensi-Klarbach and Risberg (2019) puts an accent on the 

fact that the power structure in history is regulated by the systematic obstacles that some social 

groups encounter. Yukl and Kaulio (2012) utilizes the term “glass roof” as a metaphor that 

describes the invisible barriers that women (in particular) have to face when they aim to reach for 

higher positions in the organizational hierarchy. Livingstone, Pollock and Ray (2016) explain 
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glass roofs as a systematic obstacle that contributes to the organization's ignorance that result in 

disregarding the women's educational level, competence and other experiences during the 

recruitment process for the management posts. This means that women often work their way up 

to a certain level and after they have reached the “optimal” level that they allowed to get to, 

women meet an invisible barrier that hinders them to get to even higher levels (Wahl, 2003). 

Henrekson (2004) agrees with Fägerlind and Ekelöf (2001) and believes that by minimizing 

systematic barriers that women face in the labor market, women as well as organizations can 

reach their full potential. Henrekson (2004) also points out that the purpose of gender equality 

should allow both men and women to have the equivalent potential to realize their dream.  

 

So, basing on these previous researches about diversity, this study wants to address the following 

questions: Is there an opportunity cost of not embracing gender and ethnical diversity for 

businesses? Is the act of promoting diversity really worth the time and the money investment? In 

pursuit of addressing the questions, this study reviews researches that have more or less 

attempted to address the same questions, utilizes cross sectional data as the data design and 

employs multi regression as the analysis method. This research also provides insight of how 

future studies that aim to analyses the diversity topic can be conducted.  

 

     1.1 Problem discussion  
 

A considerable amount of studies such as (Mlkov and Widell, 2003; Fägerlind, 2012; Lorenzo et 

al, 2017; Werbel, Shrader & Erhardt, 2003) have underlined that businesses must create a diverse 

workplace, as this approach accommodates the companies’ ability to grow, adapt and sustain a 

competitive advantage in the modern business landscape. Mlkov and Widell (2003) for example 

claim that organizations that have assertive, inclusive and bold working methods benefit in the 

long term as they get an expanded recruitment pool. Lorenzo et al. (2017) results of the research 

strengthened the fact that striving to enhance the level of inclusion regarding gender / ethnic 

diversity in management leads to superior financial performance. Hunter et al. (2015) states 

specifically that organizations in the United States that have managed to embrace ethnical 

diversity in management received a 35 percent financial increase, while the inclusion of gender 

diversity in organizations induced an increased return of 15 percent. Werbel et al. (2003) have 

evaluated the connection between the firm financial performance and the gender / ethnicity 

demographics on boards of directors. The researchers considered 127 large US companies and 
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the regression analysis indicated that there is a positive correlation between the board diverse 

demographics and the financial performance of the firms. 

 

However, some previous researches have concluded that diversity does not always generate a 

positive return for the companies. Studies like Sheetaha et al. (2017) for example, conducted a 

survey of the UK SMEs (small and medium enterprises) companies, and they did not find any 

association between profitability of the companies and diversity. The results of Miguez-Vera and 

Martin’s (2011) study of companies in Spain specified that there is a negative link between 

profitability and gender diversity.  

 

Just like Werbel et al. (2003) this study has also chosen to investigate diversity in the 

management level and its effects on profitability. However, the study limits itself on the aspect of 

gender and ethnicity, as gender or ethnical background is an observable identity that is not so 

easily adjustable or disguisable. These two factors are therefore considered reliable when 

examining the level of openness and profitability, as they cannot easily be manipulated. The 

ultimate difference between this study and the one that was carried out by Werbel et al. (2003) is 

that I investigate the relationship between profitability and diversity (gender / ethnicity) in the 

most profitable companies and not in the largest companies in the United States. Another unique 

feature of this study in comparison to the previous studies is the chosen company sample as well 

as the studied period. As far as I know, there is no other previous research that uses the exact 

same company sample and the exact same point in time. These features are the main contribution 

to the current research landscape. In addition to this, by conducting a study that considers a year 

that is so close in time, this research contribute to the research field as it helps businesses 

understand the current business environment.  

 

1.2 The purpose 
 

This research’s principal target is to investigate the correlation between the financial profitability 

(EBIT) of 101 most profitable companies (2018) in the United States and their leadership 

demographics. The demographics in this analysis are defined through the lens of the share of 

women as well as minority groups in the leadership teams. 

 

1.3 Research question  
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To what extent does diversity correlate with the financial performance of the 101 companies that 

are amongst the most profitable companies in the United States? 

 

1.4 Limitations 
 

Due to the limited amount of time that is supposed to be dedicated to this work, this research does 

not consider all the diversity categories. The main focus is limited to ethnic and gender diversity.  

2. Theoretical framework 

 

This section reviews a great range of research that studied the effects of diversity in management 

within an organization. Some of the studies that are presented in this section have discussed 

extensively how the approach of accommodating diversity in management can be effective for 

organizations, as it increases creativity, knowledge, future competitive advantage in market, well- 

being of the employees and the attractiveness of the companies as employers. 

 

According to various studies (Campbell & Miguez-Vera, 200; Hunter et al, 2015; Lorenzo et al, 

2017) an organization that strives to establish and nurture diversity, generates the opportunity to 

exchange ideas and subconsciously encourages its employees to learn from individuals who have 

different backgrounds and skills than themselves. The mutual respect for each other's differences 

results in a growth of quality, efficiency, inspiration and competence development within the 

organization. In addition to this, the act of establishing a diverse working place in an organization 

strengthens the company's position and reputation in the society, because the organization 

becomes a symbol of equality and fairness in the society (Mlkov & Widell, 2003; Fägerlind, 

2012). On the top of the fact that diversity contributes to an organizational development; 

researches have amplified that heterogeneous group compositions contributes to the well-being of 

the employees in the workplace, as the employees perceive the organization as an attractive 

employer (Mlkov & Widell, 2003; Fägerlind, 2012). 

 

Some researchers have highlighted the importance of diversity and have stressed the fact that 

organizations should seek to enhance diversification on all levels. The research that have been 

conducted by De los Reyes, Höglund, Adu-Gyan, Ahmadi, Omanovic, and Widell (2000) 

clarifies how organizations that strive to achieve an extended level of diverse groups gain distant 

future competitive advantage in their market. Diversity is also economically favorable for the 
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business, since sick rate among the employees is reduced when the workplace is perceived as 

developing and pleasant (Mlkov & Widell, 2003; Fägerlind, 2012). Mlkov and Widell (2003) 

claim that organizations that have assertive, inclusive and bold working methods benefit in the 

long term as they get an expanded recruitment pool. According to the study, pioneering 

organizations achieve diversity by infusing their own talents with talents from people who are 

different. Organizations and societies benefit from the practice of embracing diversity, as the 

employees' differences provide a rich understanding of different personalities as well as respect 

for our fellow human beings. The approach of blending a great number of individuals with 

different backgrounds and experiences stimulates creativity and knowledge where problems can 

be understood and solved from a broader point of view. 

 

2.1 Gender / ethnical diversity in the boardroom and firms’ financial 

performance 
 

This section encompasses a diverse range of researches that highlights the favorable and 

disagreeable effects that diversity (gender / ethnicity) in management brings about. The majority 

of the studies underline the positive effects of diversity and the benefits are discussed through the 

lens of increased innovation, efficiency as well as productivity, which in turn boosts the 

organization’s profitability.  

 

Carlsson-Kanyama, Ripa Julia and Röhr (2010) conducted a survey in Germany and have 

managed to highlight that the organization members dynamically change in positive direction as 

result of the practice of including women in corporate governance. Adams and Ferreira (2009) 

study described how the women in Spain who participated in corporate governance had a 

superior performance in comparison with the leaders of the opposite sex. The author’s claim that 

a higher proportion of women who have decent working ethics have increased the attendance rate 

of their male colleagues.  

 

The study conducted by Campbell and Miguez-Vera (2008) examined whether there was a 

correlation between gender concentration in the management team and the organization’s 

financial success. This survey focused on Spain, where 68 Spanish companies were considered in 

the sample and the time span was between 1995-2000. The study’s results accentuate that the 

practice of integrating gender diversity is economically beneficial. Werbel, Shrader and Erhardt 

(2003) have examined the link between firm financial performance and the demographic 



10 

 

 

diversity on boards of directors for 127 large US companies. This association is evaluated by 

utilizing a financial performance data (return on asset and investment) of a time period between 

1993 -1998, the percentage of women as well as the minorities on boards of directors. The 

regression analyses draw a parallel that indicates a link between board diversity and financial 

performance of the firms. Post and Byron‘s (2015) results also have revealed that there is a 

positive relation between female board concentration and financial returns.  

 

Lückerath-Rovers (2013) research compares Dutch companies who have women and the ones 

without women in their management boards. The results shed light on the fact that companies 

without women on their boards perform less than the ones with women. The result of the research 

amplifies that the organizations cannot afford to ignore the benefit from innovation and the 

capacity to adapt to globalization that diversity brings about. The study’s results specifically 

reveal that companies where 8 out of 20 managers were women generated 34 % of the company's 

turnover within a three-year period. Bear, Rahman and Post (2010) article examines how 

corporate social responsibility (CSR) ratings are associated with gender and ethnicity diversity. In 

addition to this, the study evaluated how CSR affects the overall reputation. The findings were 

statistically significant when it gets to the gender concentration hypotheses.  

 

Hunter et al. (2015) conducted a quantitative study that aimed to explore how diversity (ethnic 

and gender) in corporate governance can contribute to business profitability (EBIT). The data 

considered 366 companies from USA, Canada, Latin America and the United Kingdom for a 

period between 2010-2013. Hunter et al. (2015) results show that there was a positive link 

between diversity (defined as gender / ethnicity participations) in management and the scope of a 

company performed on the market. The study specifies that companies that have more than 25 

percent of women in corporate governance have a performance of 15 % more the others. With 

regard to the proportion of ethical diversity in corporate governance, the study's results 

accentuate that firms where the members had a broad range of ethnic background were 35 % 

more profitable than those who had less than 25 % ethnic diversity.  

 

Lorenzo et al. (2017) also run a survey in 2016, where they considered 117 Swiss, Austrian and 

German companies that operates in the field of health, finance, technology consumption and 

chemistry industry. The objective of the research was to examine whether there is a direct link 

between the proportion of gender / ethnic diversity in corporate governance and the company's 
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innovation ability. In addition to this, the study emphasized the complexity of workplaces that are 

characterized by diversity and specified the companies that get the biggest boost due to their 

inclusion of ethnic / gender diversity in corporate governance. The study found a dynamic 

correlation between the company’s innovation ability and the share of their ethnical diversity. 

The study postulates that in complex companies, a considerable positive association can be drawn 

between the level of innovation and career path, industry background, country of origin and 

gender. The magnitude of the relationship is somehow equivalent across these four diversity 

aspects, accounting for up to 18 % of the variation in innovation.  

 

Although many researchers have advocated for diversity, there are some studies that concluded 

that diversity of an organization could have a negative effect on the company's profitability. 

Sheetaha, Salhin and El-Helay (2017) conducted an empirical analysis, where data from 2005 and 

2015 was utilized and the data embodied 347 988 SMEs (small and medium enterprises) in the 

UK. The objective of the research was to examine whether there is a positive or negative 

correlation between diversity in management board and the companies returns. The study’s 

results illustrate that board diversity in terms of gender, had an unfavorable effect on how well 

the companies performed. However, Sheetaha et al. (2017) explained that the negative outcome 

might be partly due to the fact that the chosen sample was not large enough in comparison to the 

ones used in other studies. Miguez-Vera and Martin (2011) have also carried out an empirical 

study, which was based on small and medium-sized companies in Spain. The study concluded 

that there is a negative association between gender diversity and returns. According to this 

research, the correlation between gender diversity and profitability can partly be associated with 

the fact that the organizations that had larger proportions of women in the management were 

more risk averse. Hassan, Marimuth, Tariq and Aqeel (2017) investigated 84 non-profit 

Malaysian organizations, where the main aim was to evaluate the impact of diversity on the 

organization’s performance. The study specifically examined how a wide board representation of 

minorities (gender / ethnicity) affects corporate performance. The results of the study amplified 

that there was no connection between the company's profitability and how well corporate 

governance was diversified. 

 

 

2. 2 Negative effects of a wrongly implemented diversity approach 
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The act of embracing diversity does have undisputable advantages for an organization, but this 

act requires that an organization establish an open-minded organizational culture on all levels, in 

order to generate benefits. Disregarding the open mindedness can cause negative impacts 

especially when the organization is not well equipped and not ready to implement substantial 

adjustments that can accommodate diversity (Broomé, Carlson & Ohlsson 2001; Fägerlind & 

Ekelöf, 2001). The process of globalization seems to be here to stay and so does the crucialness 

to establish a more diverse staff and workplace. For some businesses (especially sole traders and 

other small business owners,) a diversification approach can generate challenges more than gains. 

Business owners may need to implement some "outside the box" thinking to prevent negative 

consequences, as a considerable amount of people may be reluctant to change and have difficulty 

to match the adjustment. The other detrimental factors that diversity can generate include:  

2.2.1 Communication problems 
  

Broomé et al. (2001) explains the negative effect of diversity. The author argues that 

disadvantages of diversity can be displayed when employees with different cultural and ethnic 

backgrounds work together and fail to communicate with each other and understand each other. 

According to the research, the act of implementing diversity can generate uncertainties, 

misunderstandings and mistakes especially when the fluency of the language that unites the 

employees is not at the same level. 

2.2.2 Increased tension 
  

People from various ethnic or cultural backgrounds can have very different point of views about 

politics, lifestyle or religion and this can lead to tension and conflict when these different 

perspectives are projected into a work environment (Lee, 2005). This argument does not solely 

apply to the racial/ethnic diversity approach. A male or female work culture that attempts to 

diversify by hiring the opposite sex can also encounter a repulsive reaction in the workplace 

dynamics, which can potentially foster tension at a workplace. 

 

2.2.3 Employee turnover 

The extension of the shortcomings that diversity can bring about is the fact that some qualified 

workers might not manage to accept the inclusion of people who are different, which can make 

them leave the company (Groeneveld, 2011). For small business in particular, the practice of 

embracing diversity can be hard enough as the firms might face challenges of attracting and 
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retaining talented workers which can in its turn harm productivity and result in demotivation 

among the remaining workers. 

In conclusion, businesses have to be aware of the fact that implementing diversity is costly for 

companies (especially when it gets to leadership and management) as the leader / manager has to 

have a deep understanding of the background of the subordinates and know how to adjust to their 

needs. In addition to this, a company that attempts to welcome the concept of diversity should 

have enough resources to train the employees in order to establish an organizational environment 

that diversity can dwell in (Fägerlind & Ekelöf, 2001). 

 

2.3 Hypothesis formulation 
 

This section embodies a summary of previous studies results that were conducted by researchers 

from various countries where the ultimate aim of their researches was to shed light on the 

relationship between diversity (gender / ethnicity) and company profitability.  

 

Researchers like Camp and Miguez-Vera (2008); Carlsson-Kanyama et al. (2010) and Hunter et 

al. (2015) believed that the company working to establish diversity generates profit. Werbel et al. 

(2003) found a positive relationship between the demographic distribution in management and 

their profitability in the 127 largest US companies between 1993-1998.  Lorenzo et al. (2017) 

also found that European companies that embraced the diversity concepts in their management 

had better innovation as well as performance compared to the other companies. Bearet et al. 

(2010) could also draw similar conclusions, by arguing that there was a clear pattern between the 

extent to which organizations worked with CSR and its diversity work. CSR contributes to the 

company's legitimacy in a society, which in its turn increases the profitability of the organization. 

Höglund et al. (2000) and Milkov & Widell (2003) agree with the above mentioned authors but 

develop their thinking and believe that diversity provides more than financial profitability. The 

authors believe that diverse workplaces can take advantage of the employees' differences to 

create comparative advantages. The opportunity for learning from one another increase when the 

workers have unsimilar backgrounds. Mlkov & Widell (2003) and Fägerlind (2012) highlight that 

the organization's employees get better health when they get to meet and socialize with a group 

that is different from them. 

 

However, not all former researchers agree that diversity always generate a positive return for the 

companies. Researchers, like Sheetaha et al. (2017) found no link between profitability and 
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diversity in their in survey of the UK SMEs companies. The results of Miguez-Vera and Martin’s 

(2011) study of companies in Spain concluded that there is a negative association between gender 

diversity and returns. Based on the previous research findings, the following hypotheses are 

formulated for this study. 

 

Hypothesis 1 H1: Diversity (gender / ethnicity) in management has a positive effect on 

organization's financial performance. There is a positive relationship between diversity and 

profitability. Null hypothesis: The organizations with higher proportions of diversity (gender / 

ethnicity) have not higher profitability than the others.  

 

Hypothesis 2 H2: Sharing diversity (gender / ethnicity) in management has a negative impact on 

the organization's profitability. Null hypothesis: Organizations with higher proportions of 

diversity (women / ethnicity) do not have lower profitability. Thus, the relationship between 

diversity and profitability is zero. 

3. Methodology 
 

The section below describes how this study was conducted and highlights the advantages as well 

as drawbacks of the chosen method. In addition to this, this section encompasses the motivation 

for choosing the 101 companies that are amongst the 500 most profitable companies in the US, 

the description of how the data was collected, the obstacle as well as the limitations I encountered 

during the data collection.  

  

This study is based on a quantitative research approach and the purpose is to investigate whether 

there is a connection between diversity and the company's profitability. The quantitative 

approach is a lower feature on units and has its starting point from statistical surveys (Olsson & 

Sörensen, 2011; Vogt, 2011). An advantage of this approach is that quantitative research 

distinguishes the researcher's personal opinions from the studied objects, which increases the 

objectivity of the analysis (Bryman & Bell, 2013). In pursuit of strengthening objectivity I have 

also chosen to utilize an analysis that connects theories with fact-based empirical data. To clarify 

it further, the purpose of the study is to investigate whether there is a relationship between 

profitability and diversity in the 101 collected profitable companies in the country that introduced 

the diversity concept (USA).  
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3.1 Data selection and collection  
 

The sample for this study encompasses 101 companies that are amongst the most profitable ones 

in the United States in 2017. The reason behind the practice of solely focusing on the most 

profitable companies in the US in 2017 is that the US is the pioneer of the diversity management 

concept and this research therefore aims to examine if there is also a connection between the 

concept of diversity and the American businesses’ success. The reason I chose to use 101 most 

profitable companies as the independent variables is partly to understand if it is possible to find a 

connection between their profitability and the inclusion in management. In other words, I wanted 

to investigate whether inclusion and openness could have been amongst the many reasons why 

the companies ended up on the fortune list of the 500 companies that were profitable in 2018.The 

reasons behind investigating this particular topic is to help companies determine whether it is 

worth for them to invest time and money in fostering diversity in their management team.  

 

This research utilizes secondary data that is retrieved from various reports as well the company’s 

websites and then compiled into an Excel file. In order to determine the most profitable 

companies in 2018, I employed a list that is displayed on the Fortune website. They describe 

themselves as “world’s leading business media brands” and they comprise a great range of 

monthly magazine, daily website, and conference series (fortune.com). When it gets to the proxy 

of the companies’ financial performance EBIT (earnings before interest and taxes) in 2017, the 

data was collected from Macrotrend which is a database that encompasses financial results. The 

website is “the premier research platform for long term investors” (macrotrends.net). In order to 

compute the level of gender/ ethnicity in the leadership team, I reviewed the organizations CSR 

accounting reports, diversity and inclusion reports as well as the company's websites. All 

companies report differently so that is why different types of approaches were applied in order to 

create the data set. 

 

The original idea was that I would find a completed data of the 100-250 most profitable 

companies in the United States where the demographics of gender and ethnicity distribution was 

reported in organizations branches in the US. It became difficult to find the data on how the 

distribution in the management looked in the enterprises since many database websites were 

charging a fee of $ 250 per company and this is of course extremely costly, considering the fact 



16 

 

 

that I needed a minimum of 100 companies. Therefore, I decided to find the data myself so that I 

could use the variable I wanted to investigate but at the same time avoid paying the huge cost.  

3.1.2 Results of data collection 
 

When collecting the needed data, I reviewed 228 companies but ended up with 101 companies, 

which implies a dropout of 127 companies. The reason for the huge dropout is partly because 

companies included in the sample are established globally and some of the companies reported 

demographic distribution on the global platform. So, those companies’ reported data could not be 

included in the studied sample of this research. Another factor that has contributed to the huge 

dropout is the fact that some organizations reported either diversity in terms of gender or 

diversity in terms of ethnicity. These organizations’ could not be included either. While 

collecting data, I noticed a common factor in all companies when it gets to diversity. All 

companies considered diversity to be important tool and gladly expressed it on their website, but 

still some companies had not reported what diversity distribution looked like in the organization. 

The table below embodies a short list that displays how data looks in excel. 

Table 1. Custom table with examples of how the data is designed in excel. 

Company Gender (%) Ethnicity (%) EBIT (millions of US dollar) 

Apple 0,34 0,29 61,344 

Verizon 0,269 0,297 27,425 

AT&T 0,369 0,35 19,97 

 

Slevitch (2011) underlines that the sample size (large) is extremely vital when running a 

quantitative analysis as a wide range of data increases the chance of getting results that are likely 

to reflect the reality. So, one of the most significant drawbacks of this study is the fact that this 

study considers the performance of the 101 enterprises in only one year, due to the limited 

availability of the data. 
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3.2 Cross- sectional data design: Definition, advantages and disadvantages  
 

By considering the purpose of this study as the ultimate factor, cross-section data design has been 

used to address the research question. Cross-sectional study is a research tool used to capture 

information based on data gathered for a specific point in time (Levin, 2006). In this study, I have 

chosen to use a cross sectional design as well, as this study aims to investigate the relationship 

between the variables at one point in time. The research findings help remove assumptions and 

replace them with actual data on the specific variables studied during the time period accounted 

for in the cross-sectional study (Best & Wolf, 2015; Beck & Katz, 1995). This is why I 

considered that cross-sectional data was the best possible study design to help answering the 

extent to which independent and dependent variables correlate at a given time.  

The ultimate advantage of cross-sectional studies is that they in general, are quick and not that 

costly. Since there is no follow up, less resource is required to run the study.  Since the time and 

the resources that are dedicated to this study are limited, cross sectional data was the best possible 

tool to use. This method of analysis helps to capture a specific point in time and results and 

outcomes can be analyzed to establish theories/policies that are relevant for that particular time 

point. However, the disadvantage with cross-sectional study is that it does not optimally help to 

determine cause and effect. This study design is not the best method to be used to analyze 

behavior over a period to time (Mann, 2003). In this particular research, as I am examining 

whether diversity have some positive or negative “effects”, panel data or time series data would 

be more applicable, considering the fact that it usually takes time to actually see the effects of a 

policy. 

4.Analysis method  
 

In this section, I will highlight as well as explain definitions of regression analysis. The section 

also encompasses a clarification of how this chosen method of analysis will be applied in this 

study, its strength as well as its drawbacks. In addition to explaining the regression analysis, this 

part of the research clarifies extensively what the p-value is, how it can be interpreted and the 

limitation of this significance test. 

 

4.1 Linear regression analysis  
 

Regressions analysis will be used as the method of analysis, to be able to explain the extent to 

which the variable is correlated with each other and to be able to perform hypothesis tests. Linear 
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regression is a linear approach that is utilized to model the relationship between a scalar response 

(or dependent variable) and one or more explanatory variable (or independent variables). The 

case of one explanatory variable is called simple linear regression. For more than one explanatory 

variable, the process is called multiple linear regressions (Vogt, 2011). Multiple regressions are 

used to examine the relationship between several independent variables and a dependent variable. 

While multiple regression models allow you to analyze the relative influences of these 

independent, or predictor variables on the dependent, or criterion variable, these often-complex 

data sets can lead to false conclusions if they aren't analyzed properly (Hill, et al. 2011; Keith, 

2019). In this particular study, the independent variables will be the diversity proxies (the share 

of women and the different ethnic groups in the top managerial teams) while the dependent 

variables is going to be the earnings of the companies before the governmental tax and the 

interest expenses are deducted from the gross profit (EBIT).  

 

4.2 Multiple regression analysis model 
 

The equation for describing the Multi linear Regression model is: 

𝑦 = 𝛼 + 𝛽𝑥 + &𝑧 + 𝜀,  

In this study:  

𝑥= The share of women in the management team 

𝑧= The share of minorities in the management team  

𝛽≈ is a coefficient that indicates how a 1-unit increase in 𝑥 changes y 

&= Is a coefficient that indicates how a 1-unit increases in z changes 𝑦 

𝜀 = Error term  

 

4.2.1 Advantages of and disadvantage of multiple regression 

 

The two main advantage of analyzing data using a multiple regression model. The is that multiple 

regression gives the ability to determine the relative effects of one or more predictor variables on 

the dependent variable. This model of multi regression analysis provides the opportunity to 

determine the extent but also the direction of correlation between the multiple independent and 

the control variable (Hill, Griffiths & Lim, 2011; Jeon, 2015; Lanz, 2013). The second advantage 

is the ability to identify outliers or anomalies (Willson, 2012). In other word, the model sheds 

light on a data item that does lie within the data framework. Any disadvantage of using a multiple 

regression model usually comes down to the data being used. Two examples of this are using 
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incomplete data and falsely concluding the fact that a correlation is causation (Hill et al, 2011; 

Joen, 2015; Willson, 2012).  

 

To clarify it more, we can consider a situation where a real estate agent reviews the factors that 

affect price of homes in a particular area. Suppose the agent only considered 15 homes, even of 

which did young parents purchase. In this case, the relationship between the proximity of school 

may lead the agent to believe that this had an effect on the sale price for all homes being sold in 

the community. This illustrates the drawbacks of incomplete data. Had the researcher used a 

larger sample (for example 150), s/he could have found that, out of the 150 sold homes, only 15% 

of the home values were related to a school's proximity. Had the agent used the buyers' ages as 

one of the predictor variables, s/he could probably have found that younger buyers were willing 

to pay more for the homes in the area than older buyers. 

 

4.3. Hypothesis testing 

A hypothesis test helps to determine the probability of an event to occur. This study’s 

significance hypothesis test is based on the calculated P value and the P value, is the probability 

of finding the observed, or more extreme, results when the null hypothesis (H0) of a study 

question is true. The definition of ‘extreme’ depends on how the hypothesis is being tested since 

P value is also described in terms of rejecting H0 when it is actually true. However, the value is 

not considered to be the direct probability of the above-mentioned state, as the null hypothesis 

usually hypothesis the state of ”no difference". To be clearer, in this particular study, the null 

hypothesis postulates that diversity concentration has nothing to do with profitability. The 

alternative hypothesis (H1/H2), as the name explains it, postulates the opposite of the null 

hypothesis (Lanz, 2013). In plain language terms, the below statements are the hypothesis this 

research sets out to investigate.    

H0: There is no correlation between diversity and profitability 

H1/H2: There is a positive / negative correlation respectively between diversity and profitability 

If a P value is less than the significance level which in this research has been chosen to be (0.0 5) 

then the null hypothesis is to be rejected and this indicates that the sample give justifiable 

evidence to back the alternative hypothesis (there is a correlation between the studied factors). 

The choice of significance level at which the null hypothesis (H0) is to be rejected is objective.  

Conventionally, the level of significance land on 5 %, 1 % and 0.01 % (P < 0.05, 0.01 and 0.001). 
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However, these numbers can sometimes give a false state of reality. In the ideal world, I would 

be able to define a "perfectly" random sample, as the most appropriate test and one definitive 

conclusion. As it was amplified earlier, in this case, we simply cannot properly investigate the 

issue because of the limited time as well as the cost to collect the” more accurate data”. What this 

study can do is try to optimize all stages of the research to minimize sources of uncertainty. 

When presenting P values some studies find it helpful to use the asterisk rating system as well as 

quoting the P value: 

P < 0.001*** 

P < 0.01 ** 

P < 0.05 * 

Most authors (Lantz, 2013; Edwards, 2018) for example, refer to statistically significant as highly 

significant as P < 0.001 (less than one in a thousand chance of being wrong) and P < 0.05 and 

statistically a statistically low significance. In brief, if the p value is lower than the predefined 

significant level (Alpha significance level), then H0 has to be disregarded and the alternative 

hypothesis has to be favored. 

Type I and type II error  

During the hypothesis testing process, two types of errors can arise and mislead a researcher 

towards a wrong inference. Type I error (also known as Alfa error) is the false rejection of the 

null hypothesis and type II error (or Beta error) is the false acceptance of the null hypothesis. In 

this particular study, alpha error would arise if for instance I would wrongfully reject the 

hypothesis that advocates for an absence of connection between diversity and profitability. The 

significance level (alpha) is the maximum probability that is set in advance, and it predicts the 

unlikeliness of the occurrence of type I error. In this study, alpha is 0.05, which means that the 

probability that this study makes type I error is five percent. 

The power of a test is one minus the probability of type II error (beta). Type II error on the other 

hand would arise in case I would wrongfully accept of that there is a correlation between 

profitability and diversity. One of the factors that increase the risk of the type 2 errors to take 

place is the sample size. In attempt of enhancing the accuracy level and reducing the risk of 

encountering the type 2 errors, I tried increasing n (sample size) as much I could. 
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Statistical significance 

Statistical significance refers to the claim that a result from data generated by testing or 

experimentation is not likely to occur randomly or by chance but is instead likely to be 

attributable to a specific cause. Having statistical significance is important for academic 

disciplines or practitioners that rely heavily on analyzing data and research, such as economics, 

finance, investing, medicine, physics etc. This study has chosen the probability of alpha to be 

0.05 (the probability of rejecting the null hypothesis when it actually is true) since this level of 

significance is most common in many researches. Had the study considered a larger sample of 

500 companies for example, it could have utilized a lower level of significance. Statistical 

significance can be considered strong or weak I did necessary tests to discern whether one or 

more variables have an effect on the outcome. Strong statistical significance helps support the 

fact that the results are real and not caused by luck or chance and could be considered more 

reliable. However, because researchers are usually working with samples of larger populations 

and not the populations themselves (and this is the case in this research), statistical insignificance 

might also arise.   

5. Results Presentation 
 

In this section an analysis of an empirical study is conducted to support and explain whether there 

is a favorable or unfavorable effect of diversity, in the 101 of the 228 most profitable companies 

in the US. Diversity has been proven to increases profitability and my aim is to examine whether 

the diversity concentration in 2017 contributed to profitability in 2018.       

5.1 Descriptive statistics  
 

The table below displays the measures of the descriptive coefficients that summarize the used 

data set in this study. The description embodies a representation of the central tendency measures 

and measures of variability (spread). Measures of central tendency include the mean, median, and 

mode, while measures of variability include the standard deviation, variance, the minimum and 

maximum variables.  
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Table 2. Descriptive statistics 

 

 EBIT 

            

 

Gender 

 

Ethnicity 

    

Mean 4 509,61 0,34 0,25 

Median 3 218 0,32 0,23 

Mode 0 0,32 0,3 

    

Range 26 146 0,72 0,5 

Maximum 26 146 0,75 0,55 

Minimum 0 0,03 0,04 

Sum 455 470,92 35,12 25,43 

Count 101 101 101 

    

Table 2 shows the terms that describe properties of statistical distributions of the variables. In 

statistics, a distribution is the set of all possible values for terms that represent defined events. 

The value of a term, when expressed as a variable, is called a random variable. In the table above, 

the EBIT’S mean is 4 509, 61; gender’s mean is 0.34 and 0.25 for ethnicity. As it can be seen, the 

average value is greater on gender than it is on ethnicity. The mean is the sum of all observed 

variables divided by the number of the terms. The median is the middle term of a sample and in 

this study, the median is computed to be 0.32 for gender and 0.23 for ethnicity. The mode of 

distribution with a discrete random variable is the value of the term that frequently appears. In 

this research the mode is 0 on EBIT, 0.32 on gender and 0.3 on ethnicity. The reason why the 

value of mode on the variable EBIT is 0 may partly be because most American banks reported 0 

as their profitability on Macrotrend, even though they were ranked among the 500 most profitable 

companies in the country. This influential factor may also have had an effect on results of this 

research. The range is (0,72 on gender and 0,5 on ethnicity) it is the difference between the 

maximum value and the minimum value in the sample. 

Table 3. Regressions statistics 
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Table 3 displays R-Squared value that is a statistical measure of the fit that indicates how much 

variation of a dependent variable is explained by the independent variable(s) in a regression 

model. An R-squared of 100 % means that all movements of a security (or other dependent 

variable) are completely explained by movements in the index (or the independent variable(s)) 

the study considers. 

In this study, the R-squared has landed on 0, 02 (table 3), and this implies that the variations of 

the dependent variable can be explained by the independent variables at a level of 2 % (which is a 

very low level). Even though the R-squared number is extremely low, it is important to remember 

that there are significant limitations of R-squared computation. One of those drawbacks include 

that R-squared can give you an estimate of the relationship between movements of a 

dependent variable based on an independent variable movement (Lantz, 2013). In other words, 

the value doesn’t sometimes tell you whether your chosen model is good or bad, nor will it tell 

you whether the data and predictions are biased. A high or low R-square isn't necessarily good or 

bad, as it doesn't convey the reliability of the model, nor whether you've chosen the right 

regression. There is a good chance that a study can get a low R-squared for a good model, or a 

high R-square for a poorly fitted model, and vice versa. 

 

Table 4. Anova 

 

 

Table 5. Regression analysis results 

 

 

Table 5 above present the results generated by the regression and as we can see it, the coefficient 

of gender diversity is negative -4931, 29 while the coefficient of ethnicity diversity is positive 

(147,572). In other words, according to the results above, adding a percentage unit of women to 

the management board decreases profit by approximately 4,9 billion while an additional member 

of the management board who belongs to minority adds 147,54 million dollars. However, since 

the p value is 0,365136, this implies that the results are insignificant. So how the non-significant 
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result should be interpreted? The regression results emphasize that there is no credible evidence 

that profitability in 2018 is somehow affected by the concentration of women and minorities in 

the management board. The analysis section below embodies a more extended discussion about 

the results and what they are implying.  

6. Discussion  
  

Studies such as Campbell and Miguez-Vera (2008); Hunter et al. (2015); Lorenzo et al. (2017) 

and Werbel et al. (2003) have all highlighted the fact that diversity does generate profit. They 

believe that inclusion in an organization increases profitability and the ability to innovate in an 

organization. They also argue that diversity is economically beneficial as it allows an 

organization to establish a skill-based recruiting system and take advantage of competence from 

broad experience that individuals with different backgrounds / genders bring about. Although this 

study emphasizes that there is no credible evidence that profitability in 2018 is somehow 

associated by the concentration of women and minorities in the management board; the 

regression analysis shows that variable ethnicity (table 5) has a positive correlation with the 

profitability of the organization. In Table 5, it can be seen that the act of adding a one percentage 

unit of minorities to the management board generate $ 147.54 million. 

 

The reason for the positive connection between ethnicity and profitability may partly be 

associated with the fact that learning opportunities increases with heterogeneity of a group 

(Mlkov & Widell, 2003). So, individuals in a heterogeneous group have a larger chance to take 

part in each other's different life experiences unlike a homogeneous group where individuals in 

the group possess the same background, values and almost the same interest (Mlkov & Widell, 

2003; Fägerlind, 2012). In an organizational context, this may mean that, with the inclusion of 

ethnicity, organizations can take advantage of management's differences as well as the difference 

in the problem solving approaches to understand different target groups. The organization can use 

the diversity of thoughts to build a strategy on how to penetrate the market. 

 

Although Werbel et al. (2003) investigated the same topic as this study (link between firm 

financial performance and the demographic diversity gender and ethnicity on boards of directors) 

the two studies found different results.  His results are different from results from this study. One 

of the main reasons behind the difference in studies’ results may be because we employed 

unsimilar study design and that the time period was different. Another reason why the studies 
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found different results may also be due to the fact that this study examined 101 of the 228 most 

profitable companies whereas Werbel et al. (2003) ‘s the survey was based on 126 largest 

companies in the USA.  

 

However, just like the results of this study Hassan et al. (2017); Miguez-Vera and Martin (2011) 

and Sheetaha et al. (2017) have also found no evidence that supports the hypothesis postulating a 

connection between diversity in terms of gender / ethnicity and profitability. In this study, I have 

utilized the p-value as a conditional probability, with “truth of the null hypothesis” being the 

condition. Since the reasoning behind the statistical significance test is that a very low p-value 

indicates that I can reject the alternative hypothesis in favor of the Null hypothesis; the computed 

p value, which is approximately 0,37, signifies that the results do not provide enough evidence to 

support the question that we aim to address. Another interesting aspect is how the Spanish 

researchers Miguez-Vera and Martin (2011); Campbell and Migues-Vera (2008) found different 

results on the same field of observation. As mentioned earlier, the investigation time is an 

important aspect when it comes to the results found. Diversity can be defined in different ways 

and the complexity of the concept can be a major causal link explaining why authors find 

different results on the same topic. There are many limitations that might have contributed to the 

generated results. 

 

As a result, the sample can somehow be considered biased since it does not fully be representing 

the 101 most profitable companies in 2017. Another limitation that might have contributed to the 

“insignificance” of the results is the sample size in terms of time. This study only considers one-

point 2017. Since sample is an important component of statistical significance (in that larger 

samples are less prone to fluke), using panel data where I could have considered 101 companies 

and 50 years could have led to more reliable inference.  Here again, due to lack of data and the 

limited time to complete this research, I did not manage to utilize panel data to specifically 

address my research question. However, it is important to keep in mind that statistical 

significance does not always indicate practical significance, meaning the results cannot always be 

applied to real-world business situations. Because a result is statistically significant does not 

really imply random, it only means that the probability of its being random is greatly reduced. In 

addition to this, we should also keep in mind that just because two data series hold a strong 

correlation with one another does not imply causation. Sometimes correlations results can be are 

spurious and claim a correlation when there is no theoretical causal claim that can be made. 
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Another problem that may arise with statistical significance is that past data, and the results from 

that data, whether statistically significant or not, may not reflect ongoing or future conditions 

 

7. Conclusion  

The aim of this study has been to investigate the extent to which diversity in terms of gender and 

ethnicity in the management; correlate with the financial performance of the 101 companies in 

the United States. The companies that are used were reported to be amongst the 500 most 

profitable companies in the United States, in 2018.  So, the study has investigated whether the 

concentration of gender as well as ethnicity in 2017 in the management team, may have been 

amongst the many factors that could have participated to the company’s financial performance in 

2018. This research has reviewed a broad range of researches that   highlighted the advantages 

and disadvantages that may arise when a company embraces the diversity (gender / ethnicity). 

The conclusion that can be drawn from the literature review is that diversity is a complex concept 

and different researchers found different conclusion depending on the observed countries and the 

time the survey was conducted. In order to test for significance, the p-value was used as a 

conditional probability, with “truth of the null hypothesis” being the condition. Basing the 

conclusion of the computed P value, the study found no concrete evidence that supports the claim 

that diversity is directly connected to profitability. However, it is important to keep in mind that 

statistical significance does not always indicate practical significance, meaning the results cannot 

always be applied to real-world business situations.  

 

7.1 Limitation and obstacle  

The reason I chose to use financial performance of the most profitable companies as the 

dependent variable is to understand whether it truly is worth it for companies to invest time and 

money to embrace diversity in management.  Can diversity be considered a factor that can be 

directly being linked to profitability? In other words, I wanted to investigate whether inclusion 

and openness could have been amongst the reasons why the companies ended up on the fortune 

list of the 500 companies that were profitable in 2018.     

  

The greatest limitation of this study is the fact that it only considers one year, and this analysis 

practice does not optimally help to shed light on   causes and their effect. Given the purpose of 

this study and by considering the fact that it usually takes time to actually see the effects of a 
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policy/business approach, using panel data or time series data could have been more applicable 

when addressing the research question.  

 

Another limitation is that the results presented in the study can only explain the connection 

between the 101 of the fortune 500 most profitable companies and their diversity distribution in 

management. In other words, there is a big chance that the results do not reflect the reality of the 

whole “company population”. In summary, this study does not explain the relationship between 

diversity and profitability in the companies that are either too small in size to be able to end up on 

Fortune's 500 most profitable list or the ones that are amongst   the biggest but not the most 

profitable.  Since this study considers a year that is close in time (year 2018), this study 

contributes to the field of research in the sense that it provides the reader or a researcher with an 

updated understanding of the importance of diversity in this current time we are living in. 

Although results do not apply to the whole “company population”, these findings can still be used 

as a guide for US companies who aim to consider diversity as a tool to expand or to determine 

whether diversity should be embraced or not. .  

7.2 Suggestions for further research 
 

Researchers, who would like dig deeper into the topic of diversity and what it brings about, could 

use the same dependent and independent variable but utilize another data design such as panel 

data or time-series. In such a case, the researcher could retrieve data from the study objects for a 

time frame that considers 20 years or more. A panel data as a study design would clarify the 

pattern between the organization's profitability and its diversity distribution in management at a 

more advanced level. Diversity is a complex concept and therefore difficult to define the 

correlation between it and profitability at a given time. Another suggestion for further research is 

that the researcher could use panel data and the same analysis method but include the other 

aspects of diversity such as age, religion and educational background.  
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