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ABSTRACT

Women-Led Firms and the Gender Gap
in Top Executive Jobs™

Using data on Executive Compensation from Standard and Poor's ExecuComp, this paper
explores the gender gap in top executive jobs and the effect of women CEOs, Chairs, and
Directors on the pay of other women executives. The results show a narrowing of the
uncorrected gender pay gap from the mid-1990s. Women top executives earn between 8% to
25% less than male executives after controlling for differences in company size, occupational
title, and industry. The magnitude of the gender pay gap is statistically related to the gender
of the Chief Executive and Corporate Board Chair. Women CEO and Board Chairs bring
more top women and at higher pay than is found in non-women-led firms. Specifically, female
executives in women-led firms earn between 10-20% more than comparable executive
women in male-led firms and are between 3-18% more likely to be among the highest five
paid executives in these firms as well. The paper thereby provides strong empirical evidence
that women leaders are associated with positive outcomes for women executives in
substantive and important ways.
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There is substantial theoretical and institutional support for the notion that women are
more likely to be promoted into a particular job level and paid more in that job when
there are a higher proportion of women already there and particularly in decision-making
positions. The positive influence of women on other women'’s labor market outcomes
can occur for a variety of institutional and theoretical reasons. First, women may pull
women into firms and positions because they prefer to work with similar individuals, as
consistent with the discrimination models developed by Becker (1957), or the
organizational behavioral case-based and institutions-based literature (for example,
Brass 1985, Ibarra 1992, Lincoln and Miller 1979). Second, as women advance through
ranks, differences in the treatment of men and women that arise from imperfect
information about women'’s abilities, as in “statistical discrimination” models (Phelps
1972, Aigner and Cane 1977) and “pollution” models of discrimination (Goldin 2002), will
narrow as more and better individual specific information is obtained. Third,
advancement of women may occur through mentoring which may pull women faster into
organizational hierarchies, give women better access to job-specific human capital, and
thereby increase their productivity and marketability, and the more-so the more senior
are the women (Catalyst 1996, 2004, Preston 2004). Finally, networks may operate to
the advantage of women if women have greater social ties to women than men (Ely
1994).

Traditionally, economic analyses of the gender pay gap and occupational
segregation have focused on either gender differences in qualification, as in the human
capital model (Mincer and Polachek 1974), or in the labor market treatment of similarly
qualified individuals. While differences in labor market treatment may arise from
discrimination, unmeasured differences —such as differences in effort, motivation, or skill

— are often used to explain the residual impact of gender on earnings or promotion,



especially where human capital is difficult to measure. The more homogeneous is the
cohort of men and women the less important are unmeasured differences likely to be as
an explanation for a gender pay or occupational attainment gap. A substantial body of
literature has focused on comparing similar men and women based on educational
attainment (as in Wood, Corcoran, and Courant 1993, for example) or on industry and
job rank (as in Cohen, Broschak, Haveman 1998).

The best case therefore for estimating gender differences independent of quality
is the case of workers with similar education, skills, and motivation. In this paper, | make
use of Standard and Poor’'s ExecuComp database, which contains information on
compensation for the top five executives for a large set of public companies of varying
size. To the extent that top executive men and women share common ambition, skills
and abilities as reflected in their professional success, top executives are an ideal group
to use for exploring the gender gap in pay since unmeasured differences are likely to be
small. Although female representation is low among top executives (on average 4.45
percent representation over the sample period), the representation of women has been
increasing consistently through time and the data set is quite large (over 25,000 unique
executives in the data). The gender gap in top executive pay is evaluated over time and
after controlling for a variety of executive, firm, and industry specific factors.

This paper extends the work on the gender pay gap in top executive jobs in
several ways. First, the executive gender pay gap is studied through 2003, thereby
extending analysis to a period of greater participation of women executives generally
and specifically at higher ranks. Second, because of the large sample size of firms and
the tripled representation of women at high levels in later years, | am able to test
empirically the impact of women-leaders on the careers of other executive women. | do
so by merging the ExecuComp data with an independent Institutional Investor Research

Center (IRRC) data set on Corporate Directors. By combining the data in this way, | am



able to differentiate between the effect of a woman-leader inside the firm and a female-
friendly corporate board. Exploiting the panel nature of the data using firm and
individual-specific fixed effects further differentiates the role of female executives from
female-friendly firms.

My results strongly support the view that women executives fare better in
women-led firms. Specifically, women-executives working in women-led firms earn
between 15-20% more in total compensation than women working in other firms after
correcting for important executive, firm, and industry characteristics that might affect the
magnitude of this relationship, and this effect appears even stronger in a sub-sample of
women only using fixed-effects estimation methods. In addition, women-led firms have
statistically significantly greater numbers of top women executives, suggesting that
women-leaders help to bring women into the highest ranks of the firm. Firms with a
relatively high representation of women Board members are also associated with
positive outcomes for women executives.

Taken together, these findings support the contention that women leaders are

instrumental to the success of top executive women in quantifiable and significant ways.

Il. The Gender Pay Gap among Top Executives
Means and Trends

The key data set used in this analysis is Standard and Poor’'s ExecuComp data
for the years 1992-2003. These data contain information on compensation and the
individual components of compensation for the top five executives for all firms in the
S&P 500, S&P Midcap 400, and S&P Smallcap 600. In total, there are 2,194 unique firm
observations and 25,529 unique executive observations over the twelve year period.
These data are ideal for evaluating the gender gap in executive pay for a variety of

reasons. First, the data offer information on different components of executive pay such



as salary, annual bonus, long-term incentive bonus, and the value of stock options.
Since salary is a more discretionary component of executive compensation than
executive bonus which is often formulaic (Murphy 1999), it is reasonable to evaluate the
gender pay gap in specific components of pay. Second, ExecuComp provides firm-
specific information such as assets, market value, employment, stock price growth, and
other financial variables for each firm-year observation and thereby allows the
researcher to control for gender differences in pay that may arise from differences in the
gender distribution of executives across firms by size or performance. Third, the
ExecuComp data provides some limited information on each executive such as title, age,
and tenure, as well as the detailed title of the executive, which allows for an investigation
of the importance of pay differences independent of key executive characteristics.
Fourth, the firms in the ExecuComp data constitute over 80% of the total market
capitalization of US Public firms (Bebchuk and Grinstein 2005), and thereby offer the
most broad view of the gender pay gap among top US executives in publicly traded
firms. Finally, the large sample of firms allows for a test of the influence of the highest
paid women on the career outcomes of the women below them, although women CEOs
and Chairs constitute only a small share of the executive sample. Whereas empirical
evaluation of the role of top women in the careers of women below them has tended to
focus on specific firms and with limited data (Beckman and Phillips 2005, Cohen,
Broschak, Haveman 1998), this data allows for a broad systematic study across widely
varying firms and industries over time.

Table 1 summarizes key statistics on the representation of men and women
executives, their relative pay, and their age and tenure from the ExecuComp data over
the 1992-2003 period. Several facts emerge from the table. First, there are 1,369
unique observations of women top executives in these data and these women

executives are younger and have less tenure on average than their male executive



counterparts, consistent with other data and sources (Cappelli and Hamori 2004).
Second, women are underrepresented at the highest rank of CEO and Chair and
somewhat underrepresented at the President levels but are more likely to be Chief
Financial Officers and General Counsels than are men. Gender differences in
representation are in all cases statistically significant. Gender patterns by title are
consistent with outcomes for the earlier period (Bertrand and Hallock 2001).

Table 2 looks at trends in the data over time. Column 1 of the table shows that
the percent of top women executives has been increasing consistently through time,
although at somewhat slower rate more recently. Column 2 shows that despite the low
numbers of women CEO and Chairs (roughly 2 percent of the sample since 2000), their
numbers have been increasing at roughly the same rate as the rate of increase in top
women executives overall, and have nearly tripled since 1992. Column 3 shows that the
percent of directors in the data that are female is roughly equal to the percent of CEOs
and Chairs in the data that are female with similar upward trend. Columns 4 and 5 show
the percentages of ExecuComp executives that are Board members by gender, and
reveal that top executive men are twice as likely as women to be a corporate board
director. This ratio has moreover, been roughly constant through the twelve year period
covered by this data.

Table 3 looks at the raw gap in compensation between women and men
executives using three measures of compensation, namely total gross compensation
(salary plus bonuses, long-term and annual incentive pay, the Black-Scholes value of
options, and the value of restricted stock), cash compensation (salary plus bonus), and
salary. All compensation is expressed in 1992 real values. The raw gap in pay between
men and women executives is $462,406, and the ratio of female to male total
compensation is .720. The fact that the gender gap in compensation was significantly

larger using the same data for 1992-1997 (Bertrand and Hallock 2001), indicates that the



uncompensated gender gap in executive compensation has narrowed considerably
through the late 1990s and early 2000s period. The gender gap in cash compensation is
somewhat larger and in salary somewhat smaller than in gross compensation, and

statistically significant in all cases.

Regression Analysis

Earlier empirical work on the gender gap in executive compensation using the
ExecuComp data found that executive women earned 45% less than executive men,
and that roughly % of this gap was explained by two factors, namely that women work in
smaller firms and are less likely to be CEO, Chair, or Company President (Bertrand and
Hallock 2001). The analysis in this section updates this work.

The standard approach for analyzing the impact of gender on compensation is to
evaluate the residual affect of gender on pay after controlling for characteristics of the
individual, firm, and industry that might affect the way in which men and women are
compensated by the firm.* We know, for example, that women are relatively under-
represented in the top ranks of Corporate CEOs and Board Chairs (although their
representation has been increasing through time), and that this adversely impacts their
relative pay. We know as well that women are under-represented in larger firms and in
high-paying industries like financial services (Bertrand and Hallock 2001). In any case,
there is a great deal of heterogeneity in pay practices across firms (Murphy 1999) that
must be accounted for when determining pay.

Table 4 looks at the uncorrected- and corrected-gender gap in executive pay
using the updated ExecuComp data through 2003. The dependent variable for the first

four columns of Table 4 is the natural log of real gross compensation, a measure which

! See for example Blau, Ferber, and Winkler (2002) for a thorough summary of the voluminous
literature on this topic.



includes the sum of salary, annual incentive bonus, longer-term bonuses, and the value
of options and restricted stock. Column 5-8 of the table use the natural log of real salary
(columns 5-6) and salary plus annual bonus (columns 7-8), in order to test for gender
differences by component of executive pay.

Column 1 shows that there is a 25.4% difference in the gross compensation of
male and female top executives in these data. This is substantially smaller than the 45%
difference reported by Bertrand and Hallock (2001) for 1992-1997. The decline in the
gender gap in executive compensation is consistent with a decline in the gender pay gap
more generally over this period (Blau and Kahn 2000). Column 2 adds controls for firm
size and valuation (employment and real market capitalization), for occupational title (for
CEO or Chair), as well as fixed effects for industry and year. The gender pay gap falls to
10.8% after the inclusion of these variables. Consistent with the theory, the elasticity of
compensation with respect to firm-size is roughly .35 and is statistically significant in all
cases (Murphy 1999). Column 3 uses detailed occupational titles controls? and this
reduces the unexplained gap to 7.8 percent. Grouping of executive titles is tenuous in
that grouping is difficult and titles convey different responsibility and status across firms.
In addition, if women are less likely to be offered a high-powered title than comparable
men (and commensurate of course with responsibility and pay), then the inclusion of
these detailed titles may result in an underestimation of the true magnitude of the gender

pay gap. The inclusion of age (column 4) leaves the results qualitatively unchanged, but

2 Occupational categories were constructed based on the “executive title” variable in ExecuComp.
There are more than 6,000 unique occupational titles in the data, so the construction of these
controls was quite cumbersome. While certain executive titles were easily converted and
grouped (such as “vice president” and “vp” and “vice pres”), other groupings were significantly
more complicated. In cases where executives were given two titles, the executive’s highest rank
in title (based on average pay) was used. From the ExecuComp data the following titles were
constructed: CEO, CEO and Chair, CEO and Vice-Chair, CEO and President, Chair, Vice Chair,
President, Chief Financial Officer, Chief Operating Officer, Chief Accounting Officer, Chief
Technology Officer, Chief “Other” Officer, General Counsel, Controller, Senior Executive Vice
President, Executive Vice President, Senior Vice President, General Vice President, and Vice-
President. All other titles were treated under type “All Other.”



reduces the number of observations by over 50 percent, and age is therefore excluded
from the reported analysis that follows.? In sum, the estimates suggest that between 7-
11% of the gender gap in executive compensation is unexplained.

Columns 5-8 of Table 4 report results for real salary and cash compensation
(salary plus bonus) and reveal a similar gap between the pay of top women and men
executives in the range of 10-13% after correcting for firm size, time, industry, and title.

In sum, the regression results reveal several important facts. First, the
uncorrected gender gap in compensation among top corporate executives, while large
(roughly 25%), has narrowed considerably over time as women executives increased
their representation among top corporate executives at all ranks. Second, firm size and
the under-representation of women at CEO, Chair and other executive titles explains
about 50-60% of the differences in pay, less than the 75% contribution cited by Bertrand
and Hallock (2001) over the 1992-1997 period. Finally, after controlling for firm size,
executive title, industry, and time, there remains a substantial gap (7-13%) in the pay of

top executive women that is true for all components of pay.*

Statistical Discrimination and the Role of Unmeasured Human Capital Factors

The traditional approach to explaining the residual gender gap in pay has been to
focus on either differences in the unmeasured qualifications by gender or on differences
in their market treatment. Gender differences in qualifications presumably result from

differences in human capital that might derive from acquired endowments (education

% Robustness tests for the effect of both age and tenure (which reduces the number of
observations by 65% show no qualitative impact of either variable on the magnitude or
significance of the gender pay gap in any of the reported regression results.

“ Bertrand and Hallock (2001) find a gap of similar magnitude over the earlier period using
roughly the same specification. After controlling for age and tenure (and reducing the number of
observations from over 42,000 to just over 7,000), they find that the unexplained gender
compensation gap falls to below 5 percent and is no longer statistically significant. These results
are difficult to interpret however, as in the case here, because they are imprecisely estimated with
a small sample that is not necessarily random with respect to the population of executives in the
data base.
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and job-training), or other more difficult to measure factors (ambition or motivation). The
reasonable presumption in this particular case -- a unique sample of top-paid public
company executives — is that unmeasured differences in both endowment and
motivation are small and don’t account for unexplained gender differences in
compensation. Indeed, it is certainly possible that, if anything, the women in this sample
are even more motivated than the men in that they have succeeded against presumably
greater odds.

In any case, while data on education and motivation are not available on a broad
basis for the women and men executives in my sample, | was able to obtain some
information on education for a sub-sample of executives that sheds some limited light on
the magnitude of any difference. Specifically, | obtained information on education and
career/family decisions for a sub-sample of 3054 men and 296 women executives in the
ExecuComp data through online sources such as Forbes, Hoover, and Lexis-Nexus, as
well as archived company websites.® The data in Table 5 are unremarkable in that
except for the greater tendency of executive men in the sample to obtain MBA degrees
and of women to obtain JD degrees there are small and statistically insignificant
differences in the educational experiences of the men and women executives in all
cases.® The point is that to the extent that these results hold up to a larger sampling of
executives across industry differences in education are not surprisingly unlikely to

explain the observed gap in pay.

®Women were over-sampled in this application, as were executives in the technology and
financial services sector. Note as well that the education-specific data over-samples executives
from 2002 and 2003 since data for the most recent executives is more readily available.

® Since the education-linked data over-sample financial services executives and given the greater
tendency of financial services executives to obtain MBAs and the smaller percentages of female
executives in financial services (about 2.5% of the financial services executives) the higher
frequency of MBAs among male executives may be somewhat overstated.
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Il. Women-Led Firms and the Impact on Women Executives

The under representation of women executives on corporate boards and in the
highest corporate positions has been well documented elsewhere (see for example,
Catalyst 2000, 2003), and at least some of the implications of this gap are well
understood. Indeed, Bertrand and Hallock (2001), using ExecuComp data through
1997, show that 47% of the mean difference in the overall compensation of top women
and men executives can by explained by the scarcity of women in the top four
occupations of Chair, CEO, Vice Chair, and President.

Is there a spillover effect to other lower-ranked women executives associated
with the under-representation of women in the ranks of Chair/CEO and on Corporate
Boards?

Tables 6 and 7 begin to address this issue in the simplest of terms, looking at the
means of salary, total cash compensation, and total gross compensation, for women and
men in companies that are “led” by women executives as compared with those that are
not. “Women-led companies” are defined in one of two ways. The less restrictive
definition defines women-led companies to be those with a CEO and/or Chair who is a
woman. A somewhat more restrictive definition imposes the additional constraint that
the female CEO leader be a member of the Corporate Board.” Since top corporate
compensation (and promotion decisions) are usually discussed and determined through
an internal-process before subsequent recommendation to the compensation committee
of the board (Murphy 1999), the CEO has obvious influence at both internal and Board-
stages and is therefore more likely to be determinative of outcome when she sits on the
Corporate Board. Also, there is evidence that women directors are accepted as

legitimate leaders more often than women in other top positions due to the relatively

"There are 79 women executives in the data set who are CEOs or Chairs of their firms. Of these
79 women, 29 also hold a title on the Board of Directors.
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greater prevalence of women directors and additional evidence that this greater
acceptance increases their influence (Beckman and Phillips 2005).

Table 6 shows that women fare better in terms of salary and total cash
compensation in female-led companies where the CEO and/or Chair is female. The
difference in pay between women executives in female-led and other firms is statistically
significant in all cases, and exceeds the differences in male pay in female-led and other
firms in all cases as well. The top row of the table shows that the unadjusted difference
between the salary of women and male executives in female-led and other firms is
$126,693, a greater than 50% premium to women in women-led firms. The difference to
men in women-led and other firms is considerably smaller (Row 2). Row 4 of the table
excludes all executives with the title of CEO and/or Chair from the analysis since the
female-led firm is defined in this way and to avoid over-sampling of the highest paid
women. As is clear from the analysis, the difference between female salaries in female-
led and other firms is still statistically significant and large, exceeds the difference in
salary to men in female-led and other firms, and indicates a roughly 13% premium to
women in women-led firms. Rows 7 and 8 of the table perform the same analysis using
real cash compensation (salary plus incentive bonus), and show that using this measure
of compensation, women continue to fare relatively better in women-led companies. Not
surprisingly, the magnitude of the relative advantage is smaller in the case of cash
compensation (10.9%), since salary is a more discretionary component of pay than is
the executive performance bonus (Murphy 1999). Finally, rows 10 and 11 complete the
analysis using total gross compensation as the measure of pay and show a nearly
$300,000 advantage to women in women-led firms that is nearly twice as big as the
advantage to men.

Table 7 performs the same analysis using the more restrictive definition of a

female-led company that restricts the female CEO to be a member of the Corporate
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Board. The results are qualitatively unchanged, in that women in women-led companies
enjoy a pay premium in salary and total compensation that does not extend to men. Itis
interesting that in women-led companies in this more restrictive case (where women
leaders arguably have greater control over compensation by virtue of both title and
board stature), there is no statistical difference between what female and male top
executives are paid.

The literature suggests that women executives support other women not
exclusively in terms of better relative pay, but in terms of representation and positions as
well. To what extent then do the data support the claim that women-leaders bring more
women executives to top positions in their company?

Table 8 begins to answer this question by comparing women-led firms and the
incidence of women executives. The uncorrected results lend impressive support to the
claim that women-leaders help women beneath them to rise to the top of the corporate
ranks. Row 1 shows that the incidence of top women corporate executives is over four-
times greater in women led companies than in male led companies in the ExecuComp
data. Row 2 excludes all executives with the CEO and/or Chair title (since women-led
companies are defined this way) and shows that in this case, women are still over two-
times more likely to rise to the top of their corporations in firms in which women are the
decision makers. Rows 3 and 4 of the table show that the same trends emerge when
the more restrictive definition of a women-led company is applied. It is perhaps worth
noting that in the more restrictive case where the influence of the women-leader is
higher by virtue of her Board representation (Rows 3 and 4), there are even more
women in the top-five ranked executives in terms of pay (compared with Rows 1 and 2),

and that this difference in affect is statistically significant in all cases.

Multivariate Analysis
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While there is a considerably body of case-based evidence suggesting that top
women can be critical for the success of women below them (Cohen, Broschak,
Haveman 1998, Catalyst 1996, 2002, Beckman and Phillips 2005), the empirical
economics literature finds little evidence of a positive effect of women mentoring women
(Canes and Rosen 1995, Neumark and Gardecki 1998, Preston 2004), although the
importance of white-male mentoring in perpetuating segregation in the workplace is well-
understood at a theoretical level (Athey, Avery, and Zemsky 2000).

To better evaluate the significance of women on the careers of women below
them independent of other factors, | rerun the regressions in Table 4 including an
interaction term for females that work in female-led companies. These results are
presented in Table 9. Column 1 of the Table shows a clear compensation advantage to
women in firms with a female CEO and/or Chair of 46.5% percent which fully
compensates for the 34.1% pay disadvantage to women generally. Column 2 of the
table controls for firm size and valuation, CEO/Chair Occupational Title, Year, and
Industry, and shows a continued positive effect for females working in a female-led
company of 8.0 percent. Column 3 adds detailed occupational controls which reduces
the magnitude and statistical significance. If women executives are disadvantaged in
title/occupational attainment within firms or if women-leaders more readily promote
talented women into higher titled positions, then the inclusion of detailed occupational
controls may lead to an under-prediction of the effect of women-led companies on
executive women’s wages.

Columns 4 and 5 provide robustness checks on the results above. Specifically,
Column 4 excludes all CEO/Chairs from the analysis and thereby looks at the effect of a
woman CEO/Chair on all other employee wages. The table shows a continued positive
effect for females working in a female-led company of 8.5 percent, although this effect is

statistically significant at only 90% confidence levels. Column 5 controls for the
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executives age (which is available for only a sub-sample of the executives) and shows
an even bigger impact on women of working in female-led companies after controlling for
age.

Columns 6-10 of the table perform the same analysis using the more restrictive
definition of female-led firms that includes leadership in the firm (CEO) and membership
on the Board. Not surprisingly, the impact on women of working in women-led
companies is stronger in magnitude and in significance using this definition and offers
gualitatively similar conclusions.

The literature suggests that women-leaders are instrumental in promoting women
within the organization (Cohen, Broschak, Haveman 1998, Beckman and Phillips 2005,
Athey, Avery, and Zemsky 2000). To test this effect, | use the women-led company
dummy variable as a proxy for the effect of having a women decision maker in the top
ranks of the firm, and the female executive dummy variable as a measure of the
representation of top ranked — among the highest five paid — women executives in these
firms. Roughly four and a half percent of the executives in ExecuComp are female. The
difference in the percentages of female executives in women-led companies as opposed
to male-led companies can therefore be estimated after controlling for characteristics of
the firm or industry that might influence the presence of women executives at the firm.

Table 10 presents the results from a probit-analysis of the dichotomous female
variable. All coefficients are the probability of a female executive in the company
evaluated at the mean of the independent variable. The odd-numbered columns include
only the female-headed company dummy variable using the less-restrictive (columns 1-
4) and more-restrictive (columns 5-8) definitions, and excluding executives with the
CEO/Chair title (Columns 3 and 7). The even numbered columns give results with the
inclusion of specified covariates. The specifications for the regressions using the two

definitions of female-headed firms use identical covariates.
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The results show strong evidence that there are more women executives in
women-led firms. In all models, top women were significantly more likely to be in
women-led firms. The exclusion of executives with the CEO and Chair title from the
analysis dilutes the effect of women-leadership in the firm since women are over-
represented in this group by virtue of how these firms are assigned. The estimates
defining women-led firms based on the title of CEO or Chair without accounting for
Board membership (columns 1-4) suggest that women-leaders increase the probability
of other top ranking women in the firm from between 13.3% to 3.3%, depending whether
CEOs and Chairs are omitted from the sample for analysis and whether firm size, year,
industry, and detailed occupation, is added as control.

The estimates using the more restrictive definition of women-led firms in which
the female CEO is also a Board member (columns 5-8) are somewhat stronger for the
overall impact of women-leaders on other top women at the firm. Specifically, the results
show that the presence of a woman CEO who is also a director increases the probability
that women will be in the top-five paid executives in the firm by between 17.5% and
4.2% depending on sample and covariates.

In sum, the empirical evidence shows that women who work in women-led firms
are compensated higher and more likely to be in the top-five paid executives in the firm

than are comparable women in non-women-led firms.

lll. Firm Board Structure

There are several possible explanations for the statistically strong link between
women-led firms and the positive compensation and representation effects on the
women that work in them. It has been observed, for example, that a high and increasing
proportion of women in a firm may lead to more women in that firm and especially when

the women are in high positions. This may occur for at least three reasons. First,
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women may obtain more human capital and better access through mentoring (Catalyst
1996, 2004, Preston 2004). Second, the distaste (and discrimination) for women as co-
workers may fall as their proportion rises (Becker 1957). Third, better information about
women may correct informational biases and asymmetries that lead to more hiring and
promotion of women in high ranks (Phelps 1972, Aigner and Cane 1977, Goldin 2002).

To the extent that the there is better mentoring of women in women-led firms, it
should be the case that the positive relationship between female
compensation/representation and women-led firms is independent of other factors that
might influence the pay and numbers of female executives in these firms. For example,
firms with a relatively high proportion of women executives tend to be younger and to
have flatter hierarchies (Capelli and Hamori 2004) and this may influence the relative
pay and representation of women. Similarly, it is reasonable to assume that firms with a
relatively high representation of women on their corporate board will have more women
executives since the presence of high-level women is important for the outcomes of
other women (Beckman and Phillips 2005). If a high share of women corporate board
members is also positively correlated with the probability of a women-leader at the firm,
then the omission of board demographics may lead to spurious conclusions on the
effects of the women-leader.

Data on the share of female directors on the Corporate Board was obtained from
the IRRC and made available through Wharton Data Services. These data, available
from 1997-2001, contain valuable information on Corporate Board representation such
as gender, insider-outsider status, age, and committee responsibilities. From these data
| was able to construct a variable that measures the share of female executives on the
corporate board in each firm annually from 1997-2001. Since the representation of

women on corporate boards has increased through time, | retain the annual component
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of the data, and merged the director's data by company and year with the ExecuComp
data.?

The full merged database therefore contains information from the two sources,
namely compensation data and data on company size and executives from ExecuComp,
and data on directors measured at the company and year level and available from the
IRRC from 1997 to 2001.

What effect then, if any, does the gender composition of a firm’s Board have on
the pay and representation of top women executives?

To begin to analyze this question, Tables 11 looks at the average values of
compensation and female representation in firms with a high-share of female directors
(in the top-quartile with greater than 13.33% female directors), and those with no female
directors (in the bottom quartile of firms). Table 11 shows a clear effect of the share of
female directors and the high-level representation of its top female executives, although
the effect of board composition on female pay is somewhat more ambiguous. For
example, while there is over twice the representation of top female executives on firms
that have a high-share of corporate directors than on those that have none, the
differences in pay to women executives in the two types of firms is not significant. While
women are paid over $800,000 more in firms with a high share of female board
members men are paid over $975,000 more in these firms, implying that the differences
between the pay of men and women in companies with a high share of women board

members are even larger than in firms with no female members.

Gender Compensation Differences

8 Data were merged by CUSIP number. There were missing data for 734 ExecuComp firms for
the 1997-2001 period.
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The obvious next step is to evaluate the effect of the gender composition of the
board on the relationship between female-led firms and both female executive
compensation and representation. Table 12 evaluates the impact of female-leadership
on the compensation of female executives after controlling for the gender composition of
the board of directors of the firm, as well as other covariates analyzed above. Column 1
shows that while top women executives in general earn 40% less than comparable men,
this disadvantage is erased for female executive in female-led firms. The estimates
further suggest that if the share of female board members increases by one percentage
point the impact will be to increase salary by 2.20 percent, a large effect consistent with
the results from the means tables above. The results show that there is no effect on
women who work in firms with a high share of female directors after controlling for the
female-led firm interaction.

Columns 2-5 perform the same analysis adding various covariates. Column 2
presents the results after adding controls for year, industry, and firm size. In this case,
the effect of working in a female-led company for women remains qualitatively
unchanged. The interaction on the firm’s share of female directors shows that female
representation on the board works to the advantage of women executives, who enjoy a
premium over women working in companies with low female board representation.®
Columns 3 and 4 add controls for aggregated (controlling for CEO and Chair positions)
and detailed occupation respectively, and show that the positive impact of female-led
firms on the pay of female executives is not independent of occupational title as defined
in this way, although the impact of female board member share on female executive pay

appears independent of title at least in the aggregated case (column 3). Finally, column

° The mean on the share of female directors is .081. A doubling in the share of female directors
in the firm from 8% to 16% would in this case, imply an increase in the compensation of women in
these firms of 4.5 percent.
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5 of the table omits all executives with the title of CEO and Chair from the analysis after
the addition of all covariates with qualitatively similar results.

Columns 6-9 of the table employ the more restrictive definition of women-led
firms. As before, the positive impact on women executives of working in women-led firms
is stronger, ranging from a 60% advantage after controlling for company size, year, and
sic (column 6) to a 13.6% advantage (column 9) after accounting for characteristics of
the firm, year, industry, detailed occupational title, and after omitting all executives with
the title of CEO and Chair from the analysis. Similarly the results show that female
executives in firms with a high share of female board representatives fare better than
other female executives.

In sum, the empirical results in Table 12 suggest the following. First, there is
considerable evidence that women executives earn higher pay when they work in firms
in which there is a female CEO or Chair. Second, the impact of women-leaders on top
women executives seems to be related at least in part to the fact that women who work
in women-led firms are promoted more readily into higher paying occupations, since the
inclusion of detailed occupation impacts the magnitude and in some cases the statistical
significance of both the female-led company and share of female director interactions.
Third, women executives also earn higher pay when they work in firms that have a
greater representation of women on their corporate board. The magnitude of the
coefficients implies that if the share of women on the corporate board was doubled from
its mean of .08, the compensation of women in these firms would increase by between
3.6 and 5.1 percent. Finally, the positive impact on women executives of working in a
female-led company and/or in a company that has a high proportion of female board
members is robust to the exclusion of the top CEOs and Chairs where the impact might,

of course, be expected to be the greatest.
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Women Leaders v. Women-Friendly Firms

While the persistently strong impact of women-leaders suggests that women-
leaders are helping the women below them, the possibility remains that it is “women-
friendly” firms and not the female corporate heads that are responsible for the positive
gender results. For example, if women-friendly firms are more likely to have both a
woman CEO and/or Board Chair and more top women employees at higher pay, then
the association between women-leaders and the gender pay gap might be due to
unmeasured characteristics of companies and incorrectly attributed to the leaders that
head them.

To test for the potential impact of “women-friendly” companies, Table 13 presents
estimates from regressions using firm and individual fixed effects, and thereby
abstracting from characteristics of firms that may be associated with executive pay and
from the effect of individual executive leaders on executive pay during and after their
tenure as chief executive or chair. Columns 1-2 present the company fixed effects
estimates and Columns 3-4 present the individual fixed effects estimates. The fixed
effects results lend strong empirical support to the documented empirical finding that
women-leaders increase the pay of women executives since the female-led firm
interactions are statistically significant in both firm and individual fixed effects when
excluding the CEOs and Chairs.

What do the results from Tables 12 and 13 imply, if anything, about the role of
women-leaders in the careers of other top women executives? Since the impact on top
women executives of working in a female-led company is in most cases independent of
the gender composition of the board (Table 12), and of unmeasured characteristics of
firms and individual leaders over time (Table 13), the results offer one clear conclusion,
namely, that women-leaders play a critical equalizing role in the compensation received

by other women executives who are fortunate to work for them.
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Gender Representation Effects

Does the presence of women board members imply greater numbers of women
executives? Table 14 presents the results from a probit-analysis similar to that above,
but adding additional covariates for the firm’s female representation on its board.
Coefficients are the probability of a female executive in the company evaluated at the
mean of the independent variable. Odd-numbered columns include the female-headed
company dummy variables and the female director variable. Even numbered columns
add controls for firm-size and market capitalization, industry, year, and executive title.

The results offer consistent and strong confirmation that women executives are
more likely to fare better in companies that are headed by a female CEO/Chair. The
impact of a female-led company on the probability that a woman will be among the top
five highest paid executives in the company ranges from between 13% and 2.4%
depending on the definition of female-led company and the various covariates, but these
effects are statistically significant at greater than the 99% level in all cases. Similarly, a
high proportion of female board directors impacts positively the probability of a top
woman executive in the firm. The implied magnitude of the coefficients suggests that a
doubling in the share of female directors from its mean of .08 to .16 would increases the
representation of women at the top of the firm by 1% to 1.6%, and this effect is
statistically independent of the characteristics of the firm, industry, and executive title in
all cases. Finally, democratic companies have a greater representation of top female
executives, and while small in magnitude, the impact of democratic structure is
statistically significant in all cases.

In sum, OLS, fixed effects, and probit results are broadly consistent with the view
that women decision makers (CEOs, Chairs, and Directors) help the women working

beneath them.
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IV. Conclusions and Implications

This paper has documented several important facts. First, using a data set of the
highest 5 ranking executives in a sample of publicly traded firms shows that top women
executives are paid between 8% to 25% less than male executives, and that this effect is
statistically independent of characteristics of the firm (market valuation, employment),
executive (age, tenure, and title), and industry known to influence compensation. To the
extent that these executives are similar in their educational background and motivation,
and to the extent that women executives may face hurdles that exceed those faced by
men, it is unlikely that much of this gap can be explained by unmeasured differences in
human capital.

Second, the results offered here present strong evidence in support of the notion
that women executives fare better — both in terms of their relative compensation and
numbers — in companies that have a female CEO or Chair and especially if the female
CEO is a member of the Board. This effect is statistically significant in nearly all cases,
and is independent of important characteristics of the executive, firm, and industry that
are known to influence compensation and representation by rank.

Third, there is a statistically strong link between the share of female board
directors in the company and the relative compensation and representation of women
executives.

The fact that top women executives fare better in firms that are led by women
either internally or at the board level is at least consistent with the argument that the help
of women by women is an important factor in the career outcomes of women. To judge
how much weight should be placed on this interpretation, it must of course be compared

to alternative reasons for the observed correlations.
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One alternative interpretation of the link between women’s outcomes and the
female leadership of the firm is that it reflects not a mentoring or supporting relationship
per se, but instead the degree of “women-friendliness” of the firm. It is certainly possible,
for example, that women-friendly firms might have greater numbers of women
executives and offer them better pay, while at the same be more likely to have greater
numbers of women board members and a women CEO. The association between
female leadership and representation and compensation might not be causal in this
case. As best as the data allow, this does not appear to be what is going on. Instead,
the empirical evidence strongly supports that working in a female-headed is good for
female executives independent of the characteristics of the firm.

A second plausible interpretation of the link between women-led firms and the
outcomes for women executives is that higher quality women are sorted into women-led
firms. If for example, women prefer working in women-led firms, and therefore a greater
numbers of high-quality women are drawn to these firms, then differences in the pay of
women in women-led firms might reflect differences in the ability/productivity of these
higher quality women. There is no evidence to support sorting of this kind. Indeed, while
an industry like apparel and retail has a relatively high representation of women
executives, the industry is generally not associated with high pay or an especially high-
skilled workforce, although it is associated with a great deal of uniformity in pay.

Indeed, there is very strong empirical evidence supportive of the fact that women
leaders are associated with positive compensation outcomes and for bringing women to
the highest ranks of the corporate hierarchy. It seems a logical conclusion to infer that
women-leaders are important to the careers of women below them. If equity for high-
skilled executive women is a policy goal then the one obvious instrument is affirmative

action at the very top of the corporate hierarchy.
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TABLE 1. CHARACTERISTICS OF THE EXECUCOMP DATA"

All Executives Women Executives Men Executives
Number of Unique 25,529 1,369 24,160
Executives
Average Age 53.18 49.00 53.38
(.135) (.526) (.138)
Average Tenure 10.048 6.454 10.217
(.054) (.188) (.056)
Percent with Title

Chair and/or CEO 9.33 2.34 9.73
(.182) (.409) (.191)

President 15.86 12.64 16.05

(.229) (.898) (.236)

Chief Financial Officer 11.25 14.10 11.09
(.112) (.941) (.202)

Chief Operating Officer 2.48 1.46 2.53
(.097) (.324) (.101)

General Council 4.68 10.01 4.38
(.132) (.811) (.132)

Percent with Pay Rank

9.14 2.78 9.50

Rank 1 (Highest Pay) (.180) (.262) (.189)

Rank Below 5 (Lowest 2.83 4.46 2.74
Pay) (.104) (.558) (.105)

'Source: Standard and Poor’s ExecuComp Data, 1992-2003 with partial year data through Q3 for 2003.




TABLE 2. REPRESENTATION OF WOMEN EXECUTIVES BY YEAR, 1992-2003"
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Percent of Percent of Percent of Percent of Percent of
Top CEO/Chair Directors Female Male

Executives Title That That Are Executives Executives

That Are Are Female Female that are That Are

Female Directors Directors
1992 1.67 0.61 0.91 18.66 30.90
1993 2.08 0.65 0.96 16.67 28.67
1994 2.80 0.79 0.97 11.71 27.76
1995 3.47 0.96 1.15 10.85 27.89
1996 3.83 1.13 1.37 11.61 27.88
1997 4.29 1.15 1.45 10.64 27.50
1998 4,72 1.40 1.66 10.72 26.84
1999 5.32 1.93 1.94 10.94 25.97
2000 5.82 2.01 2.10 10.73 25.62
2001 6.32 2.15 2.28 10.37 24.76
2002 6.35 2.10 2.37 10.92 25.05
20032 6.18 2.16 2.45 12.42 25.99
Unique 1,369 84 147 147 4,476

Observations

Average 4.45 1.39 1.61 11.39 27.02

'Source: Standard and Poor's ExecuComp Data, 1992-2003 with partial year data through Q3 for 2003.
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TABLE 3. SALARY AND COMPENSATION FOR MEN AND WOMEN EXECUTIVES, 1992-2003"

Women Men Difference Ratio of

Female to
Male Pay

Real Gross Compensation,” | 1,186.560 1,648.966 $462.406 720

Thousands of 1992 Dollars

Real Cash Compensation,® 372.146 525.761 $153.615 708

Thousands of 1992 Dollars

Real Salary, Thousands of 221.086 282.816 $61.730" 782

1992 Dollars

'Source: Standard and Poor’s ExecuComp Data, 1992-2003 with partial year data through Q3 for 2003.

Real gross compensation is equal to the sum of salary, executive bonus, other annual incentive pay,
long-term incentive pay, the Black-Scholes value of potions granted, and the value of restricted options.

3Cash Compensation includes salary plus executive bonus.

" Implies statistical significance at greater than the 99% confidence level.
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TABLE 4. GENDER PAY GAP FOR WOMEN EXECUTIVES"
(White-Corrected Standard Errors in Parentheses)

Dependent Variable: Log of Real Salary, Total Cash Compensation, Gross Compensation, 1992-2003?

Independent Variables 1. 2. 3. 4. 5. 6. 7. 8.
Comp.? | Comp.? | Comp.? | Comp.? | Salary | Salary | Cash- | Cash-
Comp.® | Comp.?
Female -2547 | -108" | 078" | 1117 | -.1197 | -.1007 || -.1377 | -.1117
(.016) | (.013) | (.012) | (.032) | (.007) | (.007) || (.008) | (.008)
Log (Market Valuation) 3387 | 3287 | 3627 | .0857 | .0787 | .1697 | .1617
(.003) | (.003) | (.005) | (.002) | (.001) | (.002) | (.002)
Log (Employment) 0637 | 0457 | 0597 | .1207" | .108™ || .1237 | .109”
(.003) | (.003) | (.005) | (.002) | (.002) | (.002) | (.002)
Year Controls Yes Yes Yes Yes Yes Yes Yes
Industry Controls Yes Yes Yes Yes Yes Yes Yes
Detail Occupation Controls Yes Yes Yes
Pay Rank Controls Yes Yes Yes Yes
CEO/Chair Controls Yes Yes Yes Yes
Age .048
(.005)
Age-Squared -.0005
(.0000)
R? .002 AT7 .489 429 .362 .380 465 479
N 108,509 | 104,445 | 104,445 | 40,003 | 122,766 | 122,766 | 122,868 | 122,868

'Source: Standard and Poor’s “ExecuComp” Data, 1992-2003, with partial year data through Q3 for
2003. *Total gross compensation is equal to the sum of salary, executive bonus, other annual
incentive pay, long-term incentive pay, the Black-Scholes value of options granted, and the value of
restricted options. *Cash compensation is equal to salary plus executive bonus.

;!mplies statistical significance at greater than the 90% confidence level, “95% confidence level, and
99% confidence level respectively.
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TABLE 5. EDUCATIONAL BACKGROUND OF EXECUCOMP TECHNOLOGY EXECUTIVES'

Men Women
(n=3054) (n=296)

Percent with Terminal Undergraduate Degree 42.1 40.6
(0.90) (2.90)

Percent with Degree from Private College 50.2 52.9
(0.93) (3.00)

Percent with Degree from Top University2 19.3 19.9
(0.73) (2.25)

Percent with MBA 34.6 29.1
(0.86) (2.64)

Percent with PhD 7.8 5.7
(0.49) (1.35)

Percent with JD 7.2 14.9
(0.47) (2.07)

Percent with Multiple Advanced Degrees 8.3 7.8
(0.50) (1.56)

! Sample: Technology Executives from ExecuComp, 1992-2001.

*Top University is Defined as a Top-20 University or a Top-20 Liberal Arts College from US News
and World Reports College Rankings, 2005.
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TABLE 6. SALARY DIFFERENCES BY GENDER OF COMPANY HEAD (LESS-RESTRICTIVE)*

Firm with Female | Other Firms® Difference
CEO/ Chair?

1 | Real Salary, All Women Executives 329.711 203.018 126.693"

2 Real Salary, All Male Executives 313.908 281.798 32117

3 Difference 15.803™ -78.780" X

4 Real Salary, Women Executives 229.159 203.018 26.1417

Excluding CEO/Chair
5 Real Salary, Male Executives 251.823 230.026 21.797"
Excluding CEO/Chair

6 Difference -22.664" -27.008™ X

7 | Real Cash Compensation®, Women 376.275 339.285 36.990"
Executives Excluding CEQ/Chair

8 Real Cash Compensation®, Male 430.163 405.177 24.986"
Executives Excluding CEQ/Chair

9 Difference -53.888" -65.892" X

10 | Real Gross Compensation®, Women 1,261.901 969.737 292.164"
Executives Excluding CEO/Chair

11| Real Gross Compensation®, Male 1,298.602 1,126.305 172.297"
Executives Excluding CEQO/Chair

12 Difference 36.701 -156.568" X

'Source: Standard and Poor’s ExecuComp Data, 1997-2003 with data through Q3 for 2003.

’Firms with a Chair, CEO, Chair/CEO who is female; other firms are firms that do not have a female
Chair, CEO, or Chair/CEO. *Cash Compensation includes salary plus executive bonus. “Real gross
compensation is equal to the sum of salary, executive bonus, other annual incentive pay, long-term
incentive pay, the Black-Scholes value of options granted, and the value of restricted options. = All

differences statistically significant at greater than the 99% level.
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TABLE 7. SALARY DIFFERENCES BY GENDER OF COMPANY HEAD (MORE-RESTRICTIVE)*

Firm with Female | Other Firms® Difference
CEO/Chair &
Director?

1 | Real Salary, All Women Executives 336.663 205.554 131.109™

2 Real Salary, All Male Executives 263.803 283.206 -19.403

3 Difference 72.860" -77.652" X

4 Real Salary, Women Executives 218.837 203.878 14.959"

Excluding CEO/Chair
5 Real Salary, Male Executives 226.448 230.806 -4.358
Excluding CEO/Chair

6 Difference -7.611 -26.928™ X

7 | Real Cash Compensation®, Women 329.436 342.490 -13.054™
Executives Excluding CEQ/Chair

8 Real Cash Compensation®, Male 348.337 407.275 -58.938™
Executives Excluding CEQ/Chair

9 Difference -18.901 -26.930" X

10 | Real Gross Compensation®, Women 1,167.368 977.728 189.640"
Executives Excluding CEO/Chair

11 Real Gross Compensation®, Male 1,082.184 1,132.707 -50.523
Executives Excluding CEQO/Chair

12 Difference 85.184 -154.979" X

'Source: Standard and Poor’s ExecuComp Data, 1997-2003 with data through Q3 for 2003. *Firms
with a Chair, CEO, Chair/CEO who is female and a member of the Board of Directors; All other
Firms. *Cash Compensation includes salary plus executive bonus. “Real gross compensation is
equal to the sum of salary, executive bonus, other annual incentive pay, long-term incentive pay,
the Black-Scholes value of options granted, and the value of restricted options.

™ All differences statistically significant at greater than the 99% level.



TABLE 8. GENDER REPRESENTATION BY GENDER OF COMPANY HEAD'

Firm with Female Other Firms? Difference
CEO/Chair?
1| Percent of Executives That Are 17.304 3.957 13.347"
Female
2 | Percent of Executives That Are 11.002 5.340 5662
Female Excluding CEO/Chair
Firm with Female Other Firms?
CEO/Chair &
Director?
3 | Percent of Executives That Are 21.499 4.017 17.482"
Female
4 | Percent of Executives That Are 13.226 5.337 7.889™

Female Excluding CEO/Chair

'Source: Standard and Poor’s ExecuComp Data, 1997-2003 with data through Q3 for 2003 and
IRRC Directors Data Set for Director data.

%Firms with a Chair, CEO, Chair/CEO who is female; other firms are firms that do not have a female

Chair, CEO, or Chair/CEO..

“"Differences statistically significant at greater than the 99% confidence level.
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TABLE 9. GENDER PAY GAP FOR WOMEN EXECUTIVES IN WOMEN-LED COMPANIES"
(White-Corrected Standard Errors in Parentheses)

Dependent Variable: Log of Gross Compensation, 1992-2003°

Female-Led is Company with Female CEO,

Chair, Chair/CEO

Female-Led is Company with Female CEO,

Chair, Chair/CEO and a Director

|ndependent 1. 2. 3. 4. 5. 6. 7. 8. 9. 10.
Variables All All All No CEOs All All All All No CEOs All
Chairs Chairs
Female -3417 | -1297 | -.0827 | -.1297 | -.1987 | -.3307 | -.1427 | -.0937 | 1297 | -.180""
(,017) | (.013) | (.013) | (.013) | (.039) | (.017) | (.013) | (.013) | (.013) | (.038)
Fem-Led -.004 -.016 -.004 -.001 005 | -.1487 | -.0397 | -.021 -035 | -.062°
Company (.014) | (.015) | (.014) | (.016) | (.025) | (.024) | (.018) | (.018) | (.019) | (.032)
Female in Fem- | .465 | .080" 025 .085 1927 | 7087 | 2037 | 1267 108" | 270
Led Company | (.052) | (.039) | (.038) | (.047) | (.070) | (.057) | (.043) | (.042) | (.049) | (.074)
Log 3367 | 3297 | 3387 | .3597 336" | 3287 | 3387 | 3627
(Market Value) (.003) | (.003) | (.003) | (.005) (.003) | (.003) | (.003) | (.005)
Log (Employ) 059" | 0457 | 0527 | .061”" 058" | 0457 | .0527 | .0597
(.003) | (.003) | (.003) | (.005) (.003) | (.003) | (.003) | (.005)
Year Yes Yes Yes Yes Yes Yes Yes Yes
Industry Yes Yes Yes Yes Yes Yes Yes Yes
CEO/Chair Yes Yes Yes Yes
Detail Yes Yes
Occupation
Age 053" 047"
(-005) (.005)
Age? -.001™ -.0004™
(.000) (.000)
R? .004 441 489 446 418 .005 465 489 446 429
N 108,509 | 104,445 | 104,445 74,259 40,003 108,509 | 104,445 | 104,445 74,259 40,003

'Source: Standard and Poor’s “ExecuComp” Data, 1992-2003, with partial year data through Q3 for 2003. *Total gross
compensation is equal to the sum of salary, executive bonus, other annual incentive pay, long-term incentive pay, the
Black-Scholes value of options granted, and the value of restricted options. " Implies statistical significance at greater
than the 90% confidence level, 95% confidence level, and 99% confidence level respectively.
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TABLE 10. FEMALE-HEADED FIRMS AND PROBABILITY OF WOMEN-EXECUTIVES, 1992-2003"

Dependent Variable: = 1 if Woman Executive, =0 if Male Executive, 1992-2003

Female-Led is Company with Female
CEO, Chair or Chair/CEO

Female-Led is Company with Female
CEO, Chair, Chair/CEQ, and Director

Independent Variables

1. 2. 3. 4,
All All X CEO/ X CEO/
Chair? Chair?

5. 6. 7. 8.
All All X CEO/ | XCEO/
Chair? Chair?

Fem-Led Company

1337 | 1137 | .0577 | .0337

1757 | 1287 | 0797 | 0427

Dummy (.006) | (.006) | (.006) | (.005) | (.007) | (.007) | (.007) | (.006)
Log (Market Valuation) .001” .001" 001" .001"
(.0004) (.0006) (.0004) (.0006)
Log (Employment) -.003™ -.005" -.003™ -.005™
(.0004) (.0007) (.0004) (.0007)
Year Controls Yes Yes Yes Yes
Industry Controls Yes Yes Yes Yes
Detail Occupation Controls Yes Yes Yes Yes

Log L (x 1000)

-22,798 | -19,659 | -20,216 | -18,028

-22,770 | -19,728 | -20,191 | -18.021

128,570 | 122,744 | 94,905 90,603

128,570 | 122,744 | 94,905 90,603

% Positive N

4.445 4.420 5.529 5.493

4.445 4.420 5.529 5.493

'Source: Standard and Poor’s “ExecuComp” Data, 1992-2003, with partial year data through Q3 for

2003.

*Probit regressions exclude all executives with CEO, Chair or Chair and CEO title.

" Implies statistical significance at greater than the 90% confidence level, “95% confidence level, and
99% confidence level respectively.




TABLE 11. COMPENSATION AND GENDER REPRESENTATION BY BOARD

COMPOSITION®

PANEL A. COMPENSATION DIFFERENCES

That Are Female

High-Share of No Female Difference
Female Directors? Directors”
Real Compensation, 1,881.049 1,045.057 835.992"
All Women Executives
Real Compensation, 2,735.228 1,759.492 975.736
All Male Executives
Difference -854.179" -714.435" X
PANEL B. GENDER REPRESENTATION DIFFERENCES
High-Share of No Female Difference
Female Directors?® Directors?
Percent of Executives 8.288 3.812 4.476"

'Source: IRRC Directors Data, 1997-2001 and ExecuComp Data, 1997-2001.

*The no female directors implies bottom-quartile of data on female Board representation. High
share of female directors implies top-quartile of data and greater than or equal to 13.33% of

female directors.

“Implies statistically significant differences at greater than 99% confidence level.
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TABLE 12. THE GENDER PAY GAP IN FEMALE-LED COMPANIES WITH INFORMATION ON DIRECTORS",
1997-2001

(White-Corrected Standard Errors in Parentheses)

Dependent Variable: Log of Gross Compensation, 1997-2001°

Female-Led is Company with Female CEO, Chair or Female-Led is Company with Female CEO,
Chair/CEO Chair or Chair/CEO, who is also a Director
1. 2. 3. 4. 5. 6. 7. 8. 9.
Female 374" | -3807 | -171" | -086" | -1057 | -372" | -170" | -086" | -105"
(.041) (.034) (.034) (.033) (.034) (.034) (.034) (.033) (.033)
Fem-Led Company | -163" -.037 -.057" -.047 -.038 -1447 | -1127 -1017 | -.106"
Dummy (.041) (.030) (.028) (.027) (.029) (.035) (.033) (.031) (.034)
Female-Led 5127 574" .035 -.005 106 604" 155 001 136"
Company * Fem (.101) (.079) (.075) (.074) (.082) (.088) (.082) (.080) (.086)
Share Female 2.222" 366" 3617 346" 3297 404” 378" 365" 358"
Directors (.083) (.074) (.067) (.066) (.067) (.073) (.067) (.066) (.067)
Share Female -.296 562" 6417 256 450" 534" 542" 183 454"
Directors * Fem (.285) (.229) (.226) (.220) (.228) (.231) (.229) (.221) (.229)
. No Ln Market | Column (2) | Column (2) | Column (2) Ln Market | Column (6) | Column (6) | Column (6)
Additional Controls Value, Ln Plus Plus Plus Value, Ln Plus Plus Plus
Added Employ, CEO/Chair Detailed Detailed Employ, CEO/Chair Detailed Detailed
Year, SIC2 Occupation | Occupation | Year, SIC2 Occupation | Occupation
Excluding Excluding
CEO/Chair CEO/Chair
R .027 .382 .466 491 .489 .382 .466 491 .489
N 32,335 31,711 31,711 31,711 22,700 31,711 31,711 31,711 22,700

'Sources: Standard and Poor’s “ExecuComp” Data, 1997-2001, IRRC Directors Data, 1997-2001.

“Total gross compensation is equal to the sum of salary, executive bonus, other annual incentive pay, long-

term incentive pay, the Black-Scholes value of options granted, and the value of restricted options.

" Implies statistical significance at greater than the 90% confidence level, "95% confidence level, and ~ 99%

confidence level respectively.




TABLE 13. FIXED EFFECTS ESTIMATES OF THE GENDER PAY GAP IN FEMALE-LED COMPANIES,

1997-2001"
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Dependent Variable: Log of Gross Compensation, 1997-20017

Female-Led is Company with Female CEO,

Female-Led is Company with Female CEO,

Chair or Chair/CEO Chair or Chair/CEO, who is also a Director
1. 2. 3. 4, 5. 6. 7. 8.
Company Company Individual Individual Company | Company | Individual Individual
FE FE FE FE FE FE FE FE
Female 126”0 | -1147 | 271" -086™ | -149™ | -114" | -086" | -105"
(.022) (.019) (.034) (.033) (.022) (.019) (.033) (.033)
Fem-Led Company NA NA -.057" -.047 NA NA -101" -106"
Dummy (.028) (.027) (.031) (.034)
Female-Led .048 152" .035 -.005 183" 173" .091 136"
Company * Fem (.056) (.072) (.075) (.074) (.063) (.077) (.080) (.086)
Share Female .001 -.001 3617 346" 4047 -.002™ 365" 358"
Directors (.122) (.122) (.067) (.066) (.073) (.122) (.066) (.067)
-, Ln Market Column (1) | Column (2) Column (2) Ln Market Column (5) | Column (6) Column (6)
Additional Controls Value, Ln Excluding Plus Plus Detailed Value, Ln Excluding Plus Plus
Added Employ, CEO/Chair CEO/Chair Occupation Employ, CEO/Chair Detailed Detailed
Year, Year, Occupation Occupation
Detailed Detailed Excluding
Occupation Occupation CEO/Chair
R 438 418 466 491 424 418 491 .489
N 31,711 22,700 31,711 31,711 31,711 22,700 31,711 22,700

'Sources: Standard and Poor's “ExecuComp” Data, 1997-2001, IRRC Directors Data, 1997-2001..

“Total gross compensation is equal to the sum of salary, executive bonus, other annual incentive pay, long-

term incentive pay, the Black-Scholes value of options granted, and the value of restricted options.

" Implies statistical significance at greater than the 90% confidence level, “95% confidence level, and ~ 99%

confidence level respectively.
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TABLE 14. FEMALE-LED FIRMS, STRUCTURE, AND PROBABILITY OF WOMEN-EXECUTIVES, 1997-2001"

Dependent Variable: = 1 if Woman Executive, =0 if Male Executive, 1997-2001

Female-Led is Company with Female
CEO, Chair or Chair/CEO

Female-Led is Company with Female
CEO, Chair, Chair/CEO, and Director

Independent Variables 1. 2. 3. 4, 5. 6. 7. 8.
All All X CEO/ | X CEO/ All All X CEO/ | XCEO/
Chair’ | Chair® Chair® | Chair?
Fem-Led Company 1027 | 1167 | 0377 | 0247 | 1287 | 1227 | .0487 | .027"
Dummy (.009) | (.011) | (.009) | (.009) | (.011) | (.013) | (.011) | (.010)
Share of Female Directors || .157 | .115 | .201" | .161" | .157 | .120" | .198" | .161"
(013) | (.012) | (.016) | (.017) | (.013) | (.012) | (.017) | (.017)
Log (Market Valuation) 002" .003"” 002" .003”
(.001) (.001) (.001) (.001)
Log (Employment) -.005" -.007" -.005" -.007"
(.001) (.001) (.001) (.001)
Year Controls Yes Yes Yes Yes
Industry Controls Yes Yes Yes Yes
Detail Occupation Controls Yes Yes Yes Yes
Log L -7,540.8 | -6,776.4 | -6,694.3 | -6,214.1 | -7,539.9 | -6.802.2 | -6,691.6 | -6,214.3
N 38,291 35,671 28,716 27,631 38,291 35,671 28,716 27,631
% Positive N 5.189 5.453 6.362 6.467 5.189 5.453 6.362 6.467

'Source: Standard and Poor’s “ExecuComp” Data, 1997-2001, IRRC Directors Data, 1997-2001.

“Probit regressions exclude all executives with CEO, Chair or Chair and CEO title.

" Implies statistical significance at greater than the 90% confidence level, “95% confidence level, and

"99% confidence level respectively.






