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Trade-off or win-win?

Part of ”justice and fundamental rights” policies, gender
equality has become the agenda of policy makers in the EU and
other countries:

equal economic independence for women and men
closing the gender pay gap
advancing gender balance in decision making
ending gender based violence
promoting gender equality beyond the EU

Pioneered by Norway in 2002, many countries since then have
encouraged female representation in corporate boards through
formal or informal regulation.

But is it value improving?
Is it a trade-off between equality vs value or a win-win?
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Gender regulation across the EU
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Gender regulation across the EU

Source: European Commission (2016)
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Why women matter?

Some of the many mechanisms discussed in the literature:

+/? women may be better monitors, more independent, attend
meetings (Adams and Ferreira, 2009), have a more diverse skill
set (Kim and Starks, 2016)

–/? but also excessively risk averse (Adams and Ferreira, 2009), be
employee-oriented leaders (Matsa and Miller, 2013)

? if boards matter at all

Even theoretically, the effect is ambiguous. But it is important
to know.
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Regulation

On top, changes happen in a (formally or informally) mandated
setting:

– imposing a constraint can do harm per se
(e.g. if not enough qualified women around, e.g. with CEO
experience, Fahlenbrach et al, 2010)

Underlying cause of the limited supply can be much deeper:
e.g. gender stereotyping among school teachers makes girls perform
worse in math and select into less demanding schools (Carlana, 2019)

+ or shift to a new better equilibrium
(e.g. search across a larger pool, as in Ferreira et al, 2018,
overcoming the ”old boys” network, Agarwal et al 2016)

Positive effects on large firms who can ”steal” top-performing women
from smaller firms
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What do we know empirically?

”There is a fascination in the management and economics literature
with estimating the impact of female directors on firm performance
and profitability.” (Ferreira, 2014)

Correlation vs causation?

Firms with more women have larger market values and ROA

BUT This does not mean that more women lead to high MV and ROA

Firms self-select into diferent board structures based on certain
reasons, and these per se can affect value

→ Explore situations when more women are appointed not due to more
random reasons
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What do we know empirically?

Early quota-based studies:

Large negative effects on Tobin’s Q, market value, and ROA
(Ahern and Dittmar, 2012, Matsa and Miller, 2013, for Norway)

Recent quota-based studies: a bit closer to causal

Zero effects on Q (Eckbo et al, 2019, for Norway); Positive for Q, but
negative for ROA (Kuzmina and Melentyeva, 2020, for the UK)
Indirect evidence on member characteristics: similar age, experience

BUT None of the quota-based studies can credibly distinguish between
having to have more women in the board and just having to change
the board

Extrapolation from other setups: randomized experiments

Diverse student teams perform best (Hoogendoorn et al, 2013)
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Conclusion

Gender equality vs value is probably not a trade-off, even
when narrowly defined profits are considered

Most robust evidence: zero to positive effects of women
+ Heterogeneity among countries and firms

Unanswered questions:

Diversity per se vs traits
Generalizability to non-board contexts

Limited supply of qualified women can be an issue in realizing
positive effects of women on value

→ need to reduce constraints that women may face from the
very childhood
Quotas have this additional indirect effect
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