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Abstract 

The board of directors holds a key position in corporate governance. The board is 

responsible for the strategy and development of the firm. The gender composition of 

the board can affect the quality of this operating procedure by changing the dynamic 

of the group. This paper aims to investigate if there is any relationship between 

board gender diversity and the firm’s financial performance, as measured by 

Tobin’s Q. While most of the previous studies in this field has been conducted on 

US data, this study adds to a growing number of articles outside of the US by using 

Swedish data. The study uses panel data over the years 2011-2014 and finds no 

statistically significant link between gender diversity and a firm’s financial 

performance. This study adds to the minority of articles that argue that gender 

diversity does not affect performance. Limitations regarding the methodology is 

presented and strategies for future research is discussed. 

Key words 

Board of directors, corporate governance, firm value, women, gender, diversity, 
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1. Introduction 

The debate on gender equality in business management is a major issue in 

contemporary politics. Policy makers are pushing for change in the 

regulation of the labor market to increase the female participation rate in 

management. As of 2014, the global female participation rate on corporate 

boards was 24 percent (Grant-Thornton, 2014). Female participation in 

management is increasingly a heavily researched subject. Women are gaining 

ground on the labor market and corporations are starting to see major 

changes in the potential pool of candidates for employment. The 

diversification of these resource pools may impact the decision making in the 

hiring process, and subsequently the corporate governance (Shrader et al, 

1997).  As feminism and global women’s rights movements gain strength 

around the globe, we have begun to question the structural principles of the 

way we conduct things. Business and the labor market are by no means 

exempt from this revelation. One traditional aspect of business management 

is the patriarchal rule, where leading roles within the firms have traditionally 

been held by male individuals. Females continue to be underrepresented in 

management and there is a need for investigation on why that is the case.  

According to a report by the British government, European companies that 

have a higher proportion of women compared to their competitors will grow 

faster and outperform their peers (Lord Davies’s Report, 2011). A report 

from the European Commission argued that although much progress has 

been made, 25% of large EU companies still have no female representation 

at the managerial level (European Commission, 2012).  

The importance of experience and qualifications of board members has 

increased in relevance following contemporary scandals and crises, such as 

the Enron Scandal, the bankruptcy of WorldCom, and the global financial 
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crisis from 2008, stemming from the US Banking Sector. Individual board 

member responsibility is a key characteristic in all of the above events, 

adding to the importance of the role that board members play in corporate 

governance.  

An increasing amount of studies investigate if gender diversity compositions 

affects the board’s decision-making process and thus the company 

performance. The presence of women on the board may increase firm value 

and financial performance if diversity brings more perspectives and opinions, 

and alternatively may reduce value and performance if underqualified 

women are appointed based on societal pressure.  

A key reason for conducting this report is to investigate whether female 

inclusion in the business management will pass a “market-test”, which 

implies whether the financial markets will encourage or punish gender 

diversity through market forces (Campbell & Mínguez-Vera, 2007). Several 

recent studies have argued for the “business-case” of gender equality, 

arguing that financial profits will increase as more diversified boards are 

appointed. This study aims to investigate if that is the case. The answers to 

this question will serve as a complimentary foundation in the contemporary 

debate in economic policy on whether to implement government enforced 

gender quotas in the corporate boardrooms.  

This thesis is structured into six sections. The first section motivates the 

research questions. The second section covers past literature on the subject. 

The third section labeled Methodology explains the data collection process as 

well as the regression techniques that are being used. The fourth section 

presents and interprets the results, and finally section five and six discusses 

and summarizes the findings and relates them to theory presented in section 

one. 
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2. Literature Review 

2.1 Theoretical studies and conceptual ideas 

2.1.1 Theories establishing the importance of the board 

 

“Corporate governance” refers to the system by which companies are 

directed and controlled. (Cadbury Report, 1992, p2). One important tool to 

understand the role of managerial boards in corporate governance is the 

agency theory. The agency theory is currently the most commonly used 

theory to explain the causal relationship between gender diversity and firm 

performance (Low et al, 2005). The agency theory is revolved around 

explaining two dilemmas in corporate structure. The first dilemma, referred 

to as the agency problem, arises when the interests of the principal and the 

agent clash. Due to incomplete contracts, the decision making of the 

individual may be influenced by personal preference, rather than the best 

interest of the firm (Hart & Holmström, 2010). The second dilemma is the 

problem of risk sharing that arises when the principal and the agent has 

different perceptions and attitudes towards strategies involving risk 

management. (Holmström, 1979). The increased share of women can bring 

new perspectives and ideas to the decision-making table, and help prevent 

information bias (Westphal & Milton, 2000).  

Acting on behalf of another entity can diffuse responsibility and perceived 

risk, and is likely to influence behavior due to the moral hazard and 

asymmetric information that follows management structure. (Holmström, 

1979). Since corporate boards make decisions on behalf of another entity, 

conflicts of interest are likely to arise. The costs of these conflicts are 

described as agency costs. The board of directors thus serves as a key 

foundation to minimize costs and to align the interest of managers and 

stakeholders. (Reguera-Alvarado et al, 2015, p339).  
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Adding to the importance of management structure is the resource 

dependency theory. The theory states that organizational survival depends on 

the ability to acquire resources from external sources, and that organizations 

benefit from limiting the uncertainty in the acquisition process. The board 

serves as a direct link between the firm’s stakeholders and the external 

resources, adding to its importance. The structure of the board and the ability 

to connect with the stakeholders and customers is thus of highest importance 

to the firm’s interest. (Casciaro & Piskorski, 2005). 

2.1.2 Theories regarding the role of gender diversity in board behavior 

 

The stakeholder theory argues that firms are under contract by their 

stakeholders and the firm’s value depends on their ability to satisfy the 

desires of their stakeholders. (Cornell & Shapiro, 1987). A more diverse 

board has a higher chance of being representative of the stakeholder 

demographic, and thus a higher probability of being aware and understanding 

of the interests of the diverse stakeholders. (Harjoto et al. 2015). In terms of 

monitoring, more diversified boards are assumed to act more independent 

and less biased when evaluating employee’s performance (Horak & Cui, 

2017) 

Gender differences in labor market outcomes can be attributed to 

discrimination, but can also stem from gender differences in economic 

decision making, such as strategy, risk aversion and confidence (Sjögren, 

2004). Gender differences regarding overconfidence has been studied by 

Barber & Odean (2011). They found that males tend to overestimate their 

ability and are more prone to overconfidence then females, which may 

impact management strategies. 

Women’s increasing presence on boards might help break down the barriers 

of female participation, due to inspiring others and breaking earlier prejudice 

against women. The inclusion of women on boards should thus lead to 
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increased participation of women on corporate boards, a snowball effect. 

(Hopkins et al, 2006, p47.) A more heterogeneous board acts with better 

control due to the increased diversity of social capital, interest and opinions. 

This should in turn increase the value of the firm. (Hillman & Dalziel, 2003, 

p383-396). Furthermore, firms with gender diverse boards are less likely to 

succumb to corporate failure. (Burton & Ryall, 1995). There is also empirical 

evidence of women being more risk-averse (Post & Byron, 2015) and that 

females tend to opt for less aggressive corporate strategies than males 

(Apesteguia, et al, 2012). These two findings add to the evidence that 

diversity in the boardroom is positively correlated to the boardroom’s ability 

to take on different perspectives and adapt to different scenarios. Increased 

gender diversity in corporate boards may increase shareholder value if 

diversity brings different perspectives and experience to the decision-making 

table. However, the shareholder value may be negatively impacted if the 

female board member appointment is due to societal pressure, or marketing 

strategies. (Campbell & Mínguez-Vera, 2008, p435). 

A diverse board possesses a more diversified social- and human capital that 

serves as foundation in decision making process. This allows the board 

greater access to a more diverse pool of talent which might aid in the 

recruitment process (Carter et al, 2010). Discriminating firms who do not 

consider women for board positions potentially miss out on valuable human 

capital. Thus, non-discriminating firms has access to a greater pool of talent 

in the recruitment process that may in turn increase operational performance.  

There is also the aspect of institutional legitimacy. The institutional theory 

suggests that firms are part of a broader context than just the market, both 

formal and informal institutions. The firms are thus forced to conform to the 

institutional rules and norms of the environment, to become legitimized and 

access resources. The institutional theory thus indicates that contemporary 

firms are forced to follow contemporary trends, suggesting that the global 
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rise of feminism could force corporations to increase gender diversity in the 

boardroom (Dacin et al, 2002). 

Rosener (1997) argues that one female board member is often dismissed as a 

token, and two females are not enough to influence the decision-making 

process. However, three might be the critical mass that allows a board to 

benefit from women’s talents (Rosener 1997). 

2.2 Empirical studies 
 

Ahern & Dittmar (2012) argue that the negative relationship found in their 

Danish study between female participation and the firm value were due to a 

rapidly implemented government policy which demanded firms to have at 

least 40% females on their boards. Firms were given short notice of the new 

policy and rapidly hired underqualified women to meet the government 

enforced quota (Ahern & Dittmar, 2012).  

Adams & Ferreira (2009) also find a negative correlation between Tobin’s Q 

and gender diversity in the boardroom. The negative effect is driven by 

companies using gender quotas for directors, which reduces firm value. The 

main argument for the reduced value is that inferior candidates are hired to 

meet government enforced diversity quotas (Adams & Ferreira, 2009). 

Several studies, such as Wang & Clift (2009) and Kans & Stengård (2012) 

finds no link between gender diverse boards and corporate performance. 

Wang & Clift (2009) argues that one apparent explanation for their finding is 

that there are very few female directors, which makes the matter difficult to 

estimate. Kans & Stengård (2012) does not find enough evidence to support 

the claim that gender diversity improves performance, but does identify a 

critical mass of 30%, where female inclusion could start to influence 

corporate performance. This aligns with the theory by Rosener (1997) 

presented earlier.  
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Table 1 displays a summary of studies on the link between gender diversity 

in corporate boardrooms and the firm’s financial performance. The results 

differ, with positive relationship, negative relationship, and no correlation 

being reported. Previous studies found mixed results for Scandinavian data 

as listed in table 1, providing incentive for further research. 

Table 1 

Summary of previous studies on the correlation between gender diversity in 

corporate boardrooms and firm financial performance 

Author Country Dep. Variable Sample size Result 

Horak & Cui (2017) China ROE, Growth of 

TA 

120 Positive 

Larsson & Olofsson (2017) Sweden ROE, ROCE, EBIT 94 Positive 

Kilic & Kuzey (2016) Turkey ROA, ROE, ROS 149 Positive 

Sanan (2016) India TQ, ROA 148 Positive 

Reguera-Alvarado et al. (2015) Spain TQ 125 Positive 

Ahern & Dittmar(2012) Norway ROA 248 Negative 

Kans & Stengård (2012) Sweden TQ, ROA 263 No link 

Wang & Clift (2009) Australia ROA, ROE 500 No link 

Adams & Ferreira (2009) USA TQ, ROA 1939 Negative 

Campbell & Mínguez-Vera 

(2007) 

Spain TQ 68 Positive 

Erhardt et al. (2003) USA ROA, ROI 127 Positive 

Variables: RoA (Return on Assets), TQ (Tobin’s Q), RoE (Return on Equity), RoS (Return on 

Sales), RoI (Return on Investment) TA (Total Assets). Source: Own compilation. 

A large number studies have found a positive link between gender diversity 

and corporate performance. These include, but are not limited to, Horak & 

Cui (2017), Larsson & Olofsson (2017), Kilic & Kuzey (2016), Sanan 

(2016), Reguera-Alvarado et al. (2015), Campbell & Mínguez-Vera (2007), 

and Erhardt et al (2003). As presented in table 1, these studies differ 

somewhat in their methodology and data, but the findings are closely related 
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to each other. Table 1 indicates that the most common variable to measure 

corporate performance is Tobin’s Q, followed by Return on Assets.  

Of all the studies listed in table 1, the study by Ahern & Dittmar (2012) is 

unique in the sense that it uses a natural experiment. In 2003, the Norwegian 

government implemented a new law that required 40% of all directors to be 

female. At the time of the announcement, the share of female directors was 

only 9%. The rapid reshaping following the announcement serves as a 

natural experiment of the effect of gender diversity in the boardroom.  

The remaining studies cited in this article performs correlation- and 

regression analysis without the existence of an exogenous shock, thus 

limiting the potential statistical inference. The ideal layout of a study on this 

matter would be to have the exact same scenario in a company analyzed with 

different board compositions. However, this is by nature not possible. The 

change in board composition is endogenous to the change in accounting 

measures, and it could be the possibility that success promotes diversity, 

rather than that diversity promotes success.  

One way to limit the problems of causality in this field is to use panel data, 

as opposed to cross section analysis. Panel data follows the same company 

over several years and compares the variables within the company as 

opposed to comparing them to other companies. This increases the strength 

of the analysis and controls for variation across firms, such as industry bias.  

To increase the strength of the analysis further, control variables are added. 

In the studies listed in table 1, control variables such as the logarithm of the 

total assets, the debt ratio and the return on assets are commonly used. The 

control variables are useful to control for the possibility that gender diversity 

is caused by the nature of expansion, implying that gender diversity would be 

a luxury good that firms pursue later when there is enough spare resources. 
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3. Methodology 

3.1 Data and variables 

 
This study will be conducted by using panel data on companies categorized 

as small cap on the Swedish stock market as of May 26th, 2014. A panel data 

set for economic research possesses several major advantages over 

conventional cross-sectional or time series data. Panel data usually gives a 

high number of data points which helps to increase the degrees of freedom 

and to reduce the collinearity amongst the explanatory variables (Hsiao, 

2003). Panel data can also control for the impact of omitted variables, such 

as industry biased variance. By the nature of the individuality of the entities 

being investigated, panel data can control in a more natural way for the 

effects missing or unobserved variables (Hsiao, 2003). Put more plainly, 

panel data is used to account for possible industry bias, and the fixed effects 

models allows us to control for factors that are constant and firm specific. 

Panel data analyses the differences within the companies themselves, and 

analyzes the different variables from year to year, as opposed to cross-section 

data, which does a direct comparison between companies for a single year. 

Panel data is thus more powerful in controlling for unobservable 

heterogeneity (Campbell & Mínguez-Vera, 2007). 

The study is done over the years 2011-2014 on companies labeled “Small 

Cap” on the Swedish Stock Exchange. In May 2014, 106 companies were 

labeled “Small Cap” on the Swedish Stock Exchange (Sundqvist et al, 2014). 

Figure 1 visualizes the industry distribution of the 106 firms. “Large cap” 

includes companies with a market capitalization of at least 1 billion euro, 

“Mid cap” includes companies with a market capitalization of at least 150 

million euro but less than 1 billion euro, and “Small cap” includes companies 

with a market capitalization of less than 150 million euro (NASDAQ, 2016).  
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Figure 1 

Industry distribution of Swedish listed small-cap companies as of May 2014. 

 

Source: Avanza Bank and own calculations. 

The 106 companies were sorted into stratum based on industrial sector as 

reported by Avanza Bank. Eight strata were created in total. IT, Finance & 

Property, Healthcare, Manufacturing, Services, Material, Durables, and 

FMCG (Fast-moving consumer-goods). 7 companies were excluded from the 

sampling process due to incomplete data on board composition. The sole 

reason for the missing data was that the companies had been introduced to 

the Nasdaq OMX Nordic stock exchange during the years of the study. These 

companies were the following: Boule Diagnostics, Endomines, Micro 

Systemation, NeuroVive Pharmaceutical, Seamless Distribution, Shelton 

Petroleum and Vitec Software Group.  

By performing a stratified random sample, 4 companies from each industry 

were selected, creating a final sample of 32 companies. The stratification 

process was done by conducting a simple random sample of 4 companies for 

each individual stratum. Each company was given a unique number. 
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Microsoft Excel’s function =Randbetween (bottom;top) was used to generate 

random numbers. When a number was generated, the corresponding 

company was selected for the sample, until all four slots had been filled for 

the stratum. The process was repeated for all eight strata. Stratified random 

sample was preferred over a simple random sample to reduce potential 

industry bias. The final sample can be reviewed in Appendix 1.  

Data was then collected on these 32 companies by analyzing their past 

publications over the years 2011-2014. Data on gender diversity and female 

participation is collected from the annual publications by SIS Ägarservice 

AB, titled “Styrelser och Revisorer i Sveriges Börsföretag/ Boards and 

Accountants in Swedish Listed Companies”. Complementary material on the 

gender diversity is collected from the Holdings database, which in January 

2016 acquired the publishing rights to the material previously owned by SIS 

Ägarservice AB. Data on accounting measures used to measure performance 

is collected from the database DataStream, by Thomson Reuters.   

Three independent variables will be used as proxies to measure the impact of 

female participation. PWOMEN is the percentage of directors on the board 

that are female, and DWOMAN is a dummy variable that takes on the value 

1 if there is at least one woman on the board, and 0 if there are only males. 

Finally, DWOMAN30 is a dummy variable that takes on the value 1 if there 

is at least 30% females on the board, and 0 otherwise. 

The dependent variable selected for analyzing the firm’s financial 

performance is Tobin’s Q. Tobin’s Q is calculated as a ratio between the total 

market value and the total asset value (Brainard & Tobin, 1968) (Tobin 

1969). A higher value implies that the company is valued higher by the 

market. Tobin’s Q reflects the markets expectations of the firm and thus 

serves as a good proxy for company performance and competitive advantage. 

The firms with a value higher than 1 are believed to be performing superior 

by creating more value of available resources, and those with a value below 1 
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are underperforming, and could potentially use their resources more 

effectively (Campbell & Mínguez-Vera, 2007). Accounting measurements 

such as return on assets and leverage ratio use data from events that have 

already occurred, while Tobin’s Q captures expectations of future 

performance. (Demsetz & Villalonga, 2001). This is the main reason behind 

why this paper uses Tobin’s Q as a measurement for performance. 

A control variable is included in the regression analysis to control for factors 

that may have a strong influence on Tobin’s Q. Stulz (1994) argues that 

diversified firms have lower Tobin’s Q than undiversified firms, due to the 

nature of the calculation using total assets. A solution is to control for 

diversification through controlling for the size of the firm (Stulz, 1994). This 

study follows the recommendation by Stulz and uses the variable SIZE to 

control for the natural logarithm of total assets.  

In table 2, descriptive statistics are reported for all variables. Tobin’s Q has a 

mean value of 1.062, which is close to the value obtained by Demsetz and 

Villalonga (2001) in their study on the US Market, (1.1). The mean 

percentage of women on the board is 19.6%, which is just slightly lower than 

that found of Larsson & Olofsson (2017) on the Swedish market (20.1%).  

The maximum value of PWOMEN is 0.6 which indicates that there is no 

firm in the sample that has a higher ratio of females on the board than 60%. 

77% of the firms in this study had at least one woman on the board, as 

measured by DWOMAN. This is a higher number than found in other studies 

on the matter. Campbell & Mínguez-Vera, (2007) reports that only 23.7% 

had a female on the board in Spanish market, and Horak & Cui, (2017) 

reports that only 10% had a female on the board in the Chinese market. This 

could possibly be explained by the general Swedish attitude towards 

feminism. 

 



 

13 

 

Table 2 

Descriptive statistics for all variables 

Variables: TQ (Tobin’s Q ratio, as measured by market value over total assets), PWOMEN 

(Percentage of female directors on the board, %), DWOMAN (Dummy variable measuring 

the existence of at least one female director, 1 if yes, 0 if no), DWOMAN30 (Dummy 

variable measuring the existence of at least 30% females on the board), SIZE (Natural 

logarithm of total assets). Source: Eikon DataStream by Thomson Reuters and own 

calculations. 

The differences in mean and median for Tobin’s Q indicates that the sample 

is skewed, with most firms reporting a low Tobin’s Q, but with a few outliers 

driving the mean upward.  

The mean value of the variable DWOMAN30 is 0.24, indicating that 24% of 

the firms in the sample had at least 30% females on their board. The large 

gap between the means of DWOMAN and DWOMAN30 reveals a trend that 

most firms in the sample tend to settle for one female board member, perhaps 

as a token as argued earlier in the literature review. 

The reported variance for PWOMEN, DWOMAN and DWOMAN30 is very 

low (0.21, 0.177, and 0.185). This suggests that not much change was 

reported in the board characteristics during the years of the study, and the 

ideal study on this subject would have much higher variance of the variables 

in order to properly measure the effects of change. 

By plotting Tobin’s Q and the percentage of female directors in a scatter plot, 

as in Figure 2, a brief first glance of the relationship between the two 

variables can be made. There seems to be a weak positive trend, however the 

R-Squared of the relationship is only 0.008 which points towards statistical 

insignificance. Further analysis will be made to investigate the relationship. 

 

Variable Mean Median Std. Dev. Min Max Variance 

PWOMEN 0.196 0.167 0.144 0 0.6 0.21 

DWOMAN 0.77 1 0.42 0 1 0.177 

DWOMAN30 0.24 0 0.43 0 1 0.185 

SIZE 20.35 20.614 1.259 17.094 22.908 1.585 

TQ 1.062 0.585 1.501 0.076 10.846 2.254 
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Figure 2 

 

Source: Eikon DataStream by Thomson Reuthers and own calculations. 

 

 

3.2 Statistical estimations 

 
A Hausman test is performed to investigate whether fixed- or random effects 

model should be used for analysis. The Hausman test examines the equality 

of the coefficients between the fixed effects estimations and the random 

effects estimation (Campbell & Mínguez-Vera, 2007). The null hypothesis is 

that there is no significant difference between the estimators. If there is a 

significant difference, the null hypothesis should thus be rejected. If the null 

hypothesis of the Hausman test is rejected, then the fixed effects model is 
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considered superior to the random effects model. (Campbell & Mínguez-

Vera, 2007).  

The panel data methodology eliminates any unobservable heterogeneity 

between the firms (Campbell & Mínguez-Vera, 2007). To test the 

relationship between gender diversity and firm performance, three different 

fixed effects models are estimated. In the first model, TQ (Tobin’s Q) is the 

dependent variable and PWOMEN (the percentage of women on the board) 

is the independent variable. The control SIZE (natural logarithm of total 

assets) is added, providing the following model: 

𝑇𝑄𝑖𝑡 =  𝛽0𝑖𝑡
+ 𝛽1𝑃𝑊𝑂𝑀𝐸𝑁𝑖𝑡 + 𝛽2𝑆𝐼𝑍𝐸𝑖𝑡 +  𝜀𝑖𝑡 

The second model uses the exact same layout, expect that DWOMAN is used 

instead of PWOMEN. By using the dummy variable instead of the 

percentage, the model is estimating the effects of at least one female director 

on the board. 

𝑇𝑄𝑖𝑡 =  𝛽0𝑖𝑡
+ 𝛽1𝐷𝑊𝑂𝑀𝐴𝑁𝑖𝑡 + 𝛽2𝑆𝐼𝑍𝐸𝑖𝑡 +  𝜀𝑖𝑡 

The third model is designed with the same idea of model two, but uses the 

dummy variable DWOMAN30 instead, which measures the existence of at 

least 30% females on the board.  

𝑇𝑄𝑖𝑡 =  𝛽0𝑖𝑡
+ 𝛽1𝐷𝑊𝑂𝑀𝐴𝑁30𝑖𝑡 + 𝛽2𝑆𝐼𝑍𝐸𝑖𝑡 +  𝜀𝑖𝑡 

All three estimations use a fixed effects model to account for variations 

across companies. The fixed effects model is specifically designed to study 

the causes of changes within a person or entity. 

Since the existing literature have presented mixed results on the matter, the 

expected coefficient on the correlation is uncertain, and a main purpose of 

this study is to investigate whether the coefficient is statistically significant at 

all.  
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Null hypothesis 1: The percentage of women on the board has a statistically 

significant impact on the firm’s performance, as measured by Tobin’s Q.  

Alternative hypothesis 1: The percentage of women on the board has a 

statistically insignificant impact on the firm’s performance, as measured by 

Tobin’s Q. 

Null hypothesis 2: The inclusion of at least one woman on the board has a 

statistically significant impact on the firm’s performance, as measured by 

Tobin’s Q. 

Alternative hypothesis 2: The inclusion of at least one woman on the board 

has a statistically insignificant impact on the firm’s performance, as 

measured by Tobin’s Q. 

Null hypothesis 3: The inclusion of at least 30% women on the board has a 

statistically significant impact on the firm’s performance, as measured by 

Tobin’s Q. 

Alternative hypothesis 3: The inclusion of at least 30% women on the board 

has a statistically insignificant impact on the firm’s performance, as 

measured by Tobin’s Q. 
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4. Results 

Since the null hypothesis was rejected in the Hausman test found in appendix 

2, the analysis will use the fixed effects model as opposed to the random 

effects model. 

In this section, three tables with three respective independent variables 

measuring gender diversity will be represented. Each table contains six 

regressions on Tobin’s Q, starting with a standard OLS regression and 

expanding into fixed effects models. This method makes it possible to 

identify how the coefficients take on different values as different variations 

in the data are being controlled for. 

Table 3 

Regression results with and without fixed effects on Tobin’s Q 

VARIABLES (1) (2) (3) (4) (5) (6) 

       

PWOMEN 0.937 0.834 -0.298 -0.520 -0.649 -0.939 

 (0.710) (0.698) (0.859) (0.750) (0.786) (0.668) 

SIZE    -0.594*** -0.599*** -0.620 

    (0.144) (0.146) (0.674) 

Constant 0.878*** 1.150*** 1.096*** 13.259*** 13.638*** 14.504 

 (0.204) (0.336) (0.292) (3.111) (3.196) (14.009) 

       

Observations 128 128 128 128 128 128 

R-squared 0.008 0.020 0.756 0.237 0.252 0.780 

Year FE No Yes No No Yes Yes 

Firm FE No No Yes No No Yes 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
Variables: PWOMEN (Percentage of women on the board), SIZE (Natural logarithm of total 

assets). Source: Eikon Datastream and own calculations. 

The first regression (1) estimates the standard OLS regression between 

Tobin’s Q and the percentage of women. The second regression (2) adds a 

fixed effect for time to control for variation in the data that may affect the 

companies across time, such as turning business cycles. The third regression 

(3) instead introduces fixed effects for firms, controlling for variance across 
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firms. The fourth regression (4) does not contain any fixed effects, but 

instead adds the control variable SIZE to control for the possibility that 

diversification of assets would influence Tobin’s Q negatively, as discussed 

in the methodology section earlier. Regression five (5) and six (6) combines 

earlier models and runs them together. 

Although we do observe a positive coefficient in the first regression using 

only TQ and PWOMEN, the coefficient turns negative as control variables 

and fixed effects are added. The findings for PWOMEN were never 

statistically significant at a high enough level. Null hypothesis 1 is thus 

rejected, and the Alternative hypothesis 1 is accepted. This suggests that 

there is no link between the percentage of women on the firm’s board and its 

performance, as measured by Tobin’s Q. The coefficient in the final 

regression with all variables and effects (6) is -0.93 and could be interpreted 

as a negative relationship between TQ and PWOMEN, but is discarded as 

statistical noise due to the high p-value.  

The control variable SIZE was statistically significant on the 99% level up 

until fixed effects for firms were added. The R-Squared of the different 

models vary greatly, showing that Firm fixed effects did a better job at 

explaining the variance in the dependent variables than the other 

measurements. 

The regression in Table 4 is different from Table 3, due to the inclusion of 

DWOMAN instead of PWOMEN. The regression in Table 4 thus captures 

the effects of the inclusion of at least one woman on the board, as opposed to 

the percentage ratio in Table 3. 
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Table 4  

Regression results with and without fixed effects on Tobin’s Q 

VARIABLES (1) (2) (3) (4) (5) (6) 

       

DWOMAN 0.415* 0.380* -0.035 0.112 0.069 -0.129 

 (0.225) (0.216) (0.144) (0.181) (0.178) (0.228) 

SIZE    -0.571*** -0.574*** -0.569 

    (0.133) (0.134) (0.692) 

Constant 0.742*** 1.018*** 1.043*** 12.595*** 12.935*** 13.284 

 (0.153) (0.305) (0.199) (2.774) (2.830) (14.283) 

       

Observations 128 128 128 128 128 128 

R-squared 0.013 0.025 0.756 0.236 0.248 0.778 

Year FE No Yes No No Yes Yes 

Firm FE No No Yes No No Yes 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
Variables: DWOMAN (Dummy variable measuring the existence of at least one woman on 

the board), SIZE (Natural logarithm of total assets).Source: Eikon Datastream and own 

calculations. 

 

The independent variable DWOMAN is statistically significant in the first 

two regressions, using only DWOMAN and TQ, as well as fixed effects for 

time. The coefficient is positive, implying that firms would increase their 

performance as measured by Tobin’s Q by having at least one woman on the 

board. This finding is challenged once more control variables and firm fixed 

effects are introduced. Null hypothesis 2 is thus rejected and the Alternative 

hypothesis 2 is accepted.  

Finally, a regression between Tobin’s Q (TQ) and the existence of at least 

30% females on the board (DWOMAN30) was performed. The results can be 

found in Table 5. 

The coefficient for DWOMAN30 presents a positive value in regressions (1) 

through (4), but turns negative in regressions (5) and (6) as the model is 

extended. 

 



 

20 

 

 

Table 5  

Regression results with and without fixed effects on Tobin’s Q 

VARIABLES (1) (2) (3) (4) (5) (6) 

       

DWOMAN30 0.292 0.258 0.062 0.015 -0.003 -0.069 

 (0.285) (0.283) (0.198) (0.214) (0.263) (0.143) 

SIZE    -0.571*** -0.578*** -0.598 

    (0.133) (0.141) (0.670) 

Constant 0.992*** 1.247*** 0.992*** 12.595*** 13.079*** 13.757 

 (0.158) (0.315) (0.143) (2.774) (3.020) (13.971) 

       

Observations 128 128 128 128 128 128 

R-squared 0.007 0.019 0.756 0.236 0.248 0.778 

Year FE No Yes No No Yes Yes 

Firm FE No No Yes No No Yes 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
Variables: DWOMAN30 (Dummy variable measuring the existence of at least 30% females 

on the board), SIZE (Natural logarithm of total assets). Source: Eikon Datastream and own 

calculations. 

The independent variable DWOMAN30 was never found to hold any 

statistical significance, and thus Null hypothesis 3 is rejected and Alternative 

hypothesis 3 is accepted. All three different estimations using the different 

measures for gender diversity were thus found to hold no statistical 

significance when estimating Tobin’s Q. 

5. Discussion 

5.1 Comparisons to previous findings 
 

The findings in the fixed effects regressions suggests that there is no 

significant link between gender diversity in the board room and the firm’s 

financial performance, as measured by Tobin’s Q. The main purpose of this 

study was to investigate the “business-case” for gender equality that has been 

increasingly discussed in the academic sphere. A large amount of studies 
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presents a positive relationship between diversity and performance, arguing 

that gender diversity would increase profits by itself (Horak & Cui, 2017), 

(Kilic & Kuzey, 2016), (Sanan, 2016), (Reguera-Alvarado et al, 2015), 

(Campbell & Mínguez-Vera, 2007), (Erhardt et al, 2003). Other studies are 

more critical on the matter, finding weak and no links between the two 

variables (Ahern & Dittmar, 2012) (Wang & Clift, 2009) (Kans & Stengård, 

2012) (Adams & Ferreira, 2009). This study adds to the literature that argues 

that there is no direct link between gender diversity and firm financial 

performance. The findings thus reject the hypothesis that gender diversity 

affects Tobin’s Q in a statistically significant way. 

5.2 Limitations 

 
There are several important limitations in this study that need to be 

addressed. This study uses a relatively small sample size (32) compared to 

contemporary studies such as Horak & Cui (2017) and Kilic & Kuzey (2016) 

that reports sample sizes of 120 and 149 respectively. The low sample size 

potentially goes hand in hand with the low reported variance in this study, 

(0.21) which is another key limitation. The low variance implies that not 

much change was reported in the surveyed companies during the years of the 

study. This vastly reduces the potential inference, since it gets more difficult 

to estimates the effects of change if there is close to no change observed.  

 

An ideal study on the matter would thus have a large sample and a natural 

experiment occurring that would drastically change the gender compositions 

of the board members. The strength of any statistical inference would thus be 

much stronger if the sample size was larger, the study was conducted over 

more years, and if there was a natural experiment occurring that would cause 

firms to change their employee structure. Any findings in this field need to 

be reviewed with these limitations in mind, that there is very seldom a 

natural experiment being analyzed and that the changes in the accounting 
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figures could be endogenous and potentially not caused by the gender 

composition.  

 

Another key limitation is that this study only surveys Swedish firms, and any 

findings are thus limited to the Swedish context. All the firms in the sample 

are also “Small Cap Firms” which implies that they are noted on the 

NASDAQ Nordic Stock Exchange, but with a maximum of 150 million euro 

in market capitalization. The findings could thus differ both from smaller and 

larger companies, and from companies not listed on the stock exchange. This 

study uses a stratified sample in order to limit industry bias and to create a 

representative sample of the Swedish market, but the firms are still relatively 

homogenous in size and market position, limiting possible inference.  

6. Concluding remarks 

Even with these potential and serious drawbacks, this study has contributed 

information to the debate on whether boardroom gender diversity influences 

financial performance. This study examined the relationship between gender 

diversity in the corporate boardroom, and the firm’s financial performance as 

measured by Tobin’s Q. The analysis was made by running several fixed 

effects regressions on measures such as the percentage of women, the 

existence of at least one woman, and the existence of at least 30% women. 

The theories presented in this thesis states that a firm’s financial performance 

may be both positively and negatively affected by gender diversity in the 

boardroom, depending on context. 

Earlier studies show mixed results, with some arguing that female board 

representation improves organizational performance, while other studies find 

no link at all. The study was done on 32 companies listed on the NASDAQ 

OMX Stockholm Stock Exchange over 4 years, 2011-2014. No statistically 
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significant link between the two variables was found, implying that there is 

no profit to be made by increasing the gender diversity of the board. This 

paper presents findings that are in line with previous research, but also adds 

to the debate. Several other studies have already argued that there is no link 

between gender diversity and performance, but those studies are still in 

minority compared to those who report a positive relationship. This study is 

thus important in the sense that it adds to the opposition that argue that there 

is no link between gender diversity and organizational performance. 

Nevertheless, gender diversity in the corporate boardroom may be beneficial 

to the firm in other aspects such as risk aversion, strategy, and corporate 

social responsibility. This study merely challenges the “business case” of 

gender equality. The gender diversity could absolutely be beneficial for a 

firm’s decision-making process by creating a more diverse pot of social 

context and opinions, but this study suggests that profits does not increase by 

itself as more diverse boards are appointed.  

As for policy implications, this study argues that government enforced 

quotas on gender composition would not be beneficiary to the 

firm’sperformance. The quotas could possibly harm profits by making firms 

hire inferior candidates to satisfy quotas, while providing unclear positive 

effects. This study argues that gender composition is not a matter which 

influences profits by itself, and any policy suggestions should be viewed in 

the context of this finding.  

Further research on the subject is necessary to further investigate the possible 

effects of gender diversity. What the research field lacks most are studies 

conducted using natural experiments, where firms drastically change their 

board composition following an exogenous shock. A large sample size, as 

well as a long timeframe is beneficiary to any further research to increase the 

variance of the relatively inelastic variables. The gender composition in 

corporate boardrooms does not fluctuate heavily from year to year, as it is 
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not uncommon to be elected on a multiple year mandate. Strong longitudal 

data is thus needed to truly capture change.  
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Fristedt, D., Larsson, A. and Sundqvist, S. (2014). Styrelser och 
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Appendix 1 – Final Sample 

Final Sample, 2011-2014. 

Acando 

BE Group 

Bergs Timber 

BioInvent International 

Bong 

Concordia Maritime 

Cybercom Group 

Elanders 

Electra Gruppen 

eWork Scandinavia 

FinnvedenBulten 

Global Health Partner 

Havsfrun 

Kabe 

Midsona 

Midway Holding 

Empir Group (MSC) 

Net insight 

Nordic Service Partners 

Strax (Novestra) 

Oasmia Pharmaceutical 

Ortivus 

PA Resources 

Precise Biometrics 

ProfilGruppen 

Viking Supply Ships (Rederi AB Transatlantic) 

RNB Retail and Brands 

Semcon 

SinterCast 

Svolder 

VBG Group 

Venue Retail Group 
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Appendix 2 – Hausman Test 

 

 

Hausman Test 
 

VARIABLES FIXED RANDOM DIFFERENCE 

SIZE -0,653 -0,623 -0,029 

PWOMEN -2,543 -3,277 0,733 

DWOMAN 0,507 0,67 -0,163 

DWOMAN30 0,444 0,594 -0,15 
    

chi2 = 1.71    

Prob>chi2 = 0.7882   

Source: Eikon DataStream by Thomson Reuters, own calculations 
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Appendix 3 – Variance Inflation Factor 
 

 

 

 

Variance Inflation Factor Test 

 
Source: Eikon DataStream by Thomson Reuters, own calculations 

 

VARIABLES VIF 

  

PWOMEN 8.33 

  

DWOMAN 3.95 

  

DWOMAN30 3.62 

  

SIZE 1.12 

MEAN VIF 4.26 


