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searching for new members are excluded. In fact, a higher degree of 
diversity in a corporation’s board may serve as a positive signal to 
potential job applications, thereby attracting well qualified persons 
outside the old’s boy circle where board candidates are usually recruit 
from. At the same time, board diversity may increase the competition 
within the firm’s internal labor market since women know that they are 
not excluded from the highest positions in the firm. Finally, resource 
dependence theory also argues that boards serve to link the company 
to other external organizations in order to address environmental 
dependencies [18]. Several studies suggested that the current volatile 
and uncertain market environment increase the demand for corporate 
board diversity to solve complex issues [19]. Women and minorities 
have different experiences on aspects like the workplace, marketplace, 
public services and community‚ so that debates and decisions will 
be considered from a broader view. Hillman et al. [19] found, for 
example, that female board members are able to provide non-business 
backgrounds, hold advanced degrees (like an MBA), and join many 
boards at a faster rate than their male counterparts. Robinson and 
Dechant [20] and Zelechowski and Bilimoria [21] suggest that more 
diversity in the corporation influences the understanding of the 
marketplace, since the market in which corporations operate are 
becoming more diverse. Finally, diversity will generate successful 
global relationships since cultural sensitivity is critical when a firm 
operates in a global environment. 

Based on these considerations, many studies have sought to explore 
whether board diversity, especially in relation to gender, may facilitate 
the board with an enhanced competence profile, which could stimulate 
firm performance [10,12]. In synthesis, the presence of female board 
members may enhance firm performance if women bring an additional 
perception to board decision-making. On the other hand, female board 
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Introduction
The composition of corporate boards is a topic of vital importance 

within corporate governance studies, especially in global market and 
in a situation of global financial crisis [1-5]. Corporate boards typically 
perform two roles [6,7]: a monitoring role (agency theory) and an 
advisory role to management (resource dependence theory). Corporate 
governance literature suggests that the board composition affects the 
way the board performs these roles. Recently, board diversity (in terms 
of gender or ethnic background, education, proportion of foreigners) 
has gained considerable interest in corporate governance literature 
[8,9]. The main question is whether board diversity enhance board’s 
capacity and competencies, and, consequently, firm performance. 
Several arguments have been formulated to demonstrate the 
importance of diversity on corporate boards both in the light of agency 
theory and in the resource dependence framework. 

Board diversity is a stronger monitor of behavior, as board 
members with a different gender, ethnicity or cultural background 
bring different viewpoints to board oversight and impose different kind 
of questions which would not have been asked within a non-diversified 
board and, therefore, impose a broader view [10-13]. In other words, 
a higher degree of diversity may benefit the board’s decision process 
as new perspectives on various issues are represented combined with 
a mutual exchange of ideas stemming from board members with 
dispersed backgrounds and life experience [14]. Moreover, board 
diversity may also serve as a positive signal to the firm’s stakeholders 
such as consumers, suppliers and the community improving its 
reputation. Specifically, women, being generally excluded from the 
old boys’ club, can enhance a board’s independence of thought and 
monitoring functions [10,15]. 

The advisory role could be enhanced by a greater female presence, 
as their different professional backgrounds, capacities, competencies, 
and problem-solving skills provide ownership and top managers with 
valuable advice [16,17]. Diversity increases creativity and innovation‚ 
creates more effective problem-solving; corporate leadership is 
enhanced more effectively when diversity increases within the firm. 
Specifically, increased board diversity may facilitate an enhanced 
competence profile for the board as a whole, since it avoids that a 
number of qualified board candidates not normally considered when 
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Abstract
The relationship between the presence of women on corporate board and firm performance has attracted a growing 

research interest in corporate governance literature. In this study we analyse this topic in Italy, a country that has 
recently introduced the gender quota law 120/2011. We investigate this topic using regression analysis on a sample of 
705 Italian listed companies after the introduction of the gender quota law. Our findings highlight that the presence of 
women on corporate board does not influence firm performance. Many explanations and managerial implications may 
be deduced from these results, as shown in the paper.
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members may have a negative effect if the decision to appoint women is 
made because of societal pressure for greater equality of the sexes [22].

The gender issue is now also subject of a policy debate, which is 
leading a number of European countries to introduce some kind of 
compulsory. In fact, women still hold very few corporate seats, even 
if companies are convinced of the value of gender diversity [23]. In 
Europe, female representation on board rooms is too disappointing. 
In 2013, women were still underweight in corporate boards and were 
barely present in executive committees [24], even if there is increasing 
pressure to have female presence on board, due both to more attention 
on reducing the gender gap and to analyze the influence of women on 
firm performance, suggesting that diverse boards are, under certain 
circumstances, more effective.

The Italian boards of directors are characterized by a very limited 
participation of women. In addition, in Italy board candidates are 
extremely rarely recruited from official job market. Instead, they are 
usually recruited from a small group of business people who are closely 
connected with each other. Therefore, one may speak of the existence 
of the old boy’s network in which the members share similar social 
values and norms [10,12]. As a consequence, in order to get elected to 
the board, one might influence the existing members of the old boy’s 
network convincing them that he/she is sharing the same norms as 
members in the network.

This situation has persisted until 2011, when the Law 120/2011 (so-
called “Legge Golfo-Mosca”) has mandated gender quotas for Italian-
listed companies. This provision has been in force since August 2012 
and is subject to a three-board-terms sunset clause. According to the 
new law, at least one-third (one-fifth for the first term) of board seats 
must be held by female directors. Thus, the introduction of this law 
makes interesting to study if women have a significant and positive 
impact on Italian-listed companies performance. Clearly, it is an open 
question whether differences between the genders have a significant 
and positive influence on firm performance, but there is no doubt that 
this issue needs to be further explored in the corporate governance 
literature. Thus, the aim of this paper is to shed some light on the 
influence of female representation on Italian corporate board on firm 
performance. 

Hypothesis

H1: A higher degree of women represented in corporate boards have 
a positive and significant impact on firm performance.

Our research contributes to the corporate governance literature in 
three ways. Firstly, analyzing the effect that the women representation 
on the board has on firm performance, we shed new light on an 
under-researched key variable in corporate governance literature in 
order to understand the causality between the board diversity and 
firm performance. Secondly, our research also contributes to the 
agency theory and the resource dependence theory. Finally, studies 
on the relationship between female board representation and firm 
performance are mainly focused on US or Danish companies. Analyzing 
all the Italian listed companies, we try to give new evidence to this topic 
and to extend the corporate governance literature on board diversity.

The paper is organized as follows. Section 2 presents a brief 
literature review on women representation on board rooms and firm 
performance. Section 3 describes data, variables and methodology, 
whilst in section 4 results are discussed. Finally (section 5), conclusions, 
limitations and main managerial implication follow.

Literature Review
In fact, while some authors find a positive relationship between 

gender diversity and Tobin’s Q, or accounting measures of performance 
[25,26], others do not identify statistically significant results. Burton 
and Ryall [27] find that firms with gender diversity are less likely to 
succumb to corporate failure. Daily et al. [28] examine the extent 
whether there has been an increase in women’s representation on 
corporate boards and CEO positions from 1987 to 1996 in the US. They 
document that the number of female inside directors is astonishingly 
small, only 0.006 per cent.

Athey et al. [29], state that the female underrepresentation on 
top executive roles may be due to discrimination by male directors. 
Another study suggests that women and men have different attitudes 
on various policy issues. For instance, Alvarez and McCaffery [14] 
conduct an empirical study exploring the gender gap between attitudes 
on potential uses of the budget surplus and gender. They find a 
significant gender gap with men being far more likely than women 
to support tax cuts or paying down national debt, i.e., women are far 
more likely than men to not express an opinion or to confess ignorance 
about fiscal matters. Farrel and Hersch [30], using a large sample from 
1990 to 1999, estimate what determines the likelihood that a woman 
is added to the board of directors. They find that the probability of 
adding a woman to a board in a given year is negatively related to the 
number of female directors already on the board. Singh et al. [31,32] 
conduct a large survey of women directors on top UK boards. They 
show that even though female representation has increased over the 
years, the proportion of firms that had at least one female director has 
dropped by July 2000 from 64% in 1999 to 58%. They also argue that 
there is a need for a better understanding of how women directors 
contribute to board’s performance, emphasising that the theory linking 
board diversity to firm performance is not well developed. Carter et 
al. [25] examine how the proportion of women and different ethnic 
origin influence firm performance measured by Tobin’s Q. Based on 
data from Fortune 1000, they find that firms with at least two female 
directors have a better performance.

Erhardt et al. [26] also conduct a study based on US data and find 
that a higher degree of board diversity is associated with superior 
performance. Adams and Ferreira [15] study the impact of board 
diversity on managerial incentives. They find a significant association 
between the proportion of woman and the stock market volatility, i.e., 
firms with boards that have a lower fraction of woman tend to have 
a more volatile stock price. Using a sample of listed Danish firms 
during the period 1998-2001, Rose [12] studies the impact of female 
board representation on firm performance. She does not find any 
significant relationship between female board representation and firm 
performance as measured by Tobin’s Q. Erkut et al. [33] perform a 
qualitative study on a few Fortune 1000 companies and find that the 
point in which women influence board decisions is when the board 
contains at least three women.

Tarr-Whelan [34] presents several reasons for why firms should 
strive to include more women in senior positions. She claims that firms 
with higher fraction of women in senior positions have higher profits, 
and a greater ability to survive financial downturns. Further, she argues 
for a phenomenon called the 30% solution: it has been proven that if 
women represent at least one-third of a group they are able to influence 
decisions. Women’s ideas are, in fact, more likely to resonate if they are 
supported and amplified by other women. Adams and Ferreira [15] find 
a negative relationship between gender diversity and both Tobin’s Q 
and return on assets. However, in companies with weaker shareholder 
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protection, gender diversity positively affects performance, while in 
well-governed companies additional monitoring (i.e., that exerted by 
diverse boards) has a negative impact.

According to Anderson et al. [35] the impact of diversity on firm 
performance varies with company characteristics. Board diversity 
positively affects the performance of more complex companies, but has 
detrimental effects in less complex organizations. Dobbin and Jung [36] 
study the relation between female directors and US firm performance. 
They find evidence of a negative correlation between gender board 
diversity and Tobin’s Q, but no significative relation between gender 
diversity and ROA. Erhardt et al. [26] look at 112 leading US firms and 
find a positive correlation between ROA and diversity on boards. Ahern 
and Dittmar suggest a negative impact on the value of companies with 
all-male boards, while a positive market reaction is found for those that 
have at least one female director.

Data and Methodology
Sample

Our sample consists of Italian companies listed on the Milan Stock 
Exchange during 2012-2014. The sample we start with consists of an 
unbalanced panel of 705 companies-level observations during the 
three-year period. The number of companies is 235, 230, 240 in 2012, 
2013 and 2014, respectively, while the number of unique company is 
271 in the sample overall. Banks, insurance companies and football 
clubs are excluded due to the difficulty of calculating Tobin’s Q for 
these firms [12]. Data on financial performance as well as on board 

composition are gathered from CONSOB and AIDA databases, which 
are the most comprehensive database covering all companies in Italy. 
Data about individual board member (i.e., gender, independence, 
payment, education) are directly hand-collected from individual 
companies’ corporate governance reports and firm’s annual account 
for the years 2012-2014. 

Variables 

Table 1 describes the variables used in the analysis, whilst Table 2 
shows summary descriptive statistics from the sample.

Tobin’s Q is used as dependent variable to measure firm 
performance. The average Tobin’s Q in our study is 1.39 with a 
relatively low standard deviation of 1.09. Tobin’s Q is a widely applied 
measure within the corporate governance literature serving as a proxy 
for a firm’s ability to generate shareholder wealth [12]. According to 
Himmelberg et al. [37] and Rose [12], if the ratio is less than 1 the firm 
is cheaper to buy capacity in the financial markets than in the real asset 
markets. If the ratio is high than 1, it reflects the presence of strong 
comparative advantage or growth opportunities. It is possible to use 
other metrics such as return on equity (ROE) to measure the firm 
performance. However, we decide to use Tobin’s Q because it is less 
sensitive to management’s choice of asset valuation principles.

Table 2 shows that in 90% of the companies there is at least one 
woman on the board. This value is certainly due to the introduction 
of the law 120/2011. In fact, previous studies [10] analyzing the female 
representation on board before the introduction of the gender quota 
law show that there is at least one woman on the board in only 22% 

Variables Description
Tobin’s Q The market value of equity plus book value of debt all divided with book value of assets
Women The proportion of persons on the supervisory board who are women
D-Women Dummy variable equal to one if at least one woman holds a board seat, 0 otherwise
Independent % of independent directors on the board
Ownership Stake held by the controlling shareholders or by the coalition of shareholders (i.e. shareholder with a stake higher than 5%).
Economists Number of directors on the board who are economists
Lawyers Number of directors on the board who are lawyers
Engineers Number of directors on the board who are engineers
Payment Average payment for each person on the board
Growth The increase in book assets over the period 2012-2014
Ln Firm Size Natural logarithm of firms’ turnover (2014)
SD Size Standard deviation of turnover serving as a simple proxy for firm’s risk
Manufacturing Dummy variable, which equal one if a company is in the manufacturing industry, 0 otherwise
Service and Trade Dummy variable, which equal one if a company is in the service and trade industry, 0 otherwise
IT/Tlc Dummy variable, which equal one if a company is in the IT/Telecommunication industry, 0 otherwise

Table 1: Variables.

Minimum Maximum Mean Std Dev
 Tobin’s Q 1.81 7.57 1.39 1.09
 Women 0.00 0.64 0.21 0.062
 D-Women 0 1 0.90 0.031
 Independent 0 1 0.24 0.36
 Ownership 20 100 58.01 13.14
 Economists 0 1 0.32 0.291
 Lawyers 0 0.45 0.26 0.263
 Engineers 0 0.85 0.18 0.168
 Payment 0.00 0.98 57.06 5.18
 Growth -1.43 1.00 0.34 0.54
 Ln Firm Size 1.839 10.31971 6.775 1.662
 SD Size 0 10163.09 801.687 1989.71

Table 2: Descriptive statistics from the sample.
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of the cases. However, despite the introduction of the law, women 
representation is very low as they represent on average only 21% of all 
boards. This result is far below that of Scandinavia (about 40%), but it 
is less distant from others continental European countries according to 
European Commission [24]. This is an interesting but not surprising 
result, since in Italy the occupation of companies’ board seats is still 
almost entirely restricted to men. We also include a number of control 
variables regarding board characteristics (ownership, independent, 
level of education, payment), growth, size, and industry dummies.

With regards to board characteristics, Table 2 confirms the 
traditional features of the corporate governance structure of the Italian 
companies. Firstly, the ownership concentration is relatively high, 
since the average concentrated ownership is 58%. Reviewing corporate 
governance literature, concentrated ownership is considered a tool to 
reduce agency costs [38]. For this reason we include this variable in the 
analysis. Secondly, statistics also show a low presence of independent 
directors (less than one-third of the board). In the resource dependence 
framework, independent directors are considered a key variable to 
provide managers with valuable advice, which is why independent 
directors is included in our study. Having a degree in economics 
represents the most common educational background for a board 
member (32%), followed by lawyers (26%) and engineers (18%).

The average payment for each member is about 57,000 euro on 
annual basis. According to Rose [12], this variable should have a positive 
impact on firm performance as the incentive for management to 
increase firm value is enhanced if payment is increased. Growth is used 
as control variable because it seems plausible that firms that experience 
growth should also expect to have higher Tobin’s Q. Regarding firm 
size, it seems plausible that agency costs are more substantial in larger 
firms with larger board due to the free rider problems associated with 
these firms [12]. The model also includes industry dummies.

Finally, we analyze director characteristics in order to highlight 
differences between female and male directors. Significant differences 
emerge with respect to ownership and independence. Women are 
owner in one case out of ten (less frequently than men), while only a 
minority of them are independent directors (nearly 18% of woman are 
classified independent directors, whereas 42% of men); hence, in almost 
half of the cases, women are neither owner nor independent directors. 
No significant difference emerges, instead, with respect to education 
and payment. First, women and man appear to hold a bachelor’s degree 
with the same frequency (85% for both). In particular, having a degree 
in economics is the most common educational background for both 
women (51%) and man (53%), whilst women hold a bachelor’s degree 
in law with a higher frequency than men (43% vs. 30%). Female and 
male board members having a background in engineering represent 
16% and 17%, respectively. Second, no significant differences emerge 
with respect to average payment for women and men on an annual 
basis.

Results
Tables 3 and 4 show the results of our cross-sectional OLS 

regression where the observations from each year are staged. Table 3 
shows the result when the dependent variable is regressed against the 
proportion of women, whilst Table 4 shows the results when Tobin’s Q 
is regressed against the variable D Women.

Results in Table 3 show that when Tobin’s Q is regressed against 
the proportion of women the coefficient is positive, but insignificantly 
different from zero. The only control variables that are significantly 

different from zero are growth and IT/TlC. While R2 explains 78% of 
the model and the F value is 2.05. However, F-test shows that whole 
model is statistically insignificant. 

The same results are reflected in Table 4 where the main independent 
variable is D Women. Also in this case the coefficient is positive but 
insignificant; hence, our results show that the gender has insignificant 
impact on firm performance in Italian companies. Whereas, R2 explains 
81% of the model and the F value is 2.06. The below test values show 
that our whole model for D women is also statistically insignificant. 
Also when Tobin’s Q is regressed against board member’s educational 
background, the coefficient is positive but insignificantly different 
from zero. Therefore, also member’s educational background does not 
impact performance. 

Conclusion and Recommendation
The purpose of this paper is to provide empirical evidence on 

one of the more significant topic in the recent corporate governance 
literature, i.e., the impact of female representation on the board on firm 
performance.

Understanding the influence of gender diversity on firm financial 
performance has, in fact, important implications for managers, 
shareholders, stakeholders, and policy makers. Until the introduction of 

Variables Coefficient Standard Error T Value P Value
Intercept 1.614 2.837 0.54 0.617
Women 0.052 0.319 0.18 0.781

Independent 0.702 0.237 2.96 0.362
Ownership -0.004 0.018 -0.31 0.767
Economists 0.177 0.227 0.78 0.499

Lawyers 1.336 0.117 1.35 0.520
Engineers 0.204 0.632 0.31 0.731
Payment 1.051 0.863 1.22 0.232
Growth 0.695 0.261 2.83 0.003

Ln firm Size -0.124 0.078 -1.33 0.188
SD Size 0.000 0.000 0.77 0.479

Manufacturing 0.096 0.468 0.19 0.656
Service and 

Trade
0.592 0.341 2.49 0.612

IT/Tlc 0.639 0.322 2.86 0.002

Table 3: Results of the regression analysis when Tobin’s Q is regressed against 
Women.

Variables Coefficient Standard Error t-Value P Value
Intercept 1.394 2.787 0.54 0.589
D Women 0.284 1.039 0.28 0.769

Independent 0.078 0.959 0.09 0.965
Ownership -0.005 0.020 -0.29 0.733
Economists 0.179 0.231 0.81 0.462

Lawyers 1.369 0.115 1.93 0.587
Engineers 0.238 0.656 0.33 0.784
Payment 1.049 0.887 1.19 0.240
Growth 0.683 0.266 2.83 0.003

Ln Firm Size -0.116 0.084 -1.42 0.162
SD Size 0.000 0.000 0.75 0.469

Manufacturing 0.085 0.490 0.20 0.677
Service and 

Trade
0.505 0.372 2.51 0.638

IT/Tlc 0.683 0.319 2.79 0.002

Table 4: Results of the regression analysis when Tobin’s Q is regressed against 
D-Women.
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a gender quota law in 2011, women’s representation on Italian corporate 
boards was the concern of minority of companies. When women were 
present in most cases they were alone and their appointment was 
mainly driven by family representation on the board rather than by 
a selection based on merit [10]. Hence, the appointment of family-
affiliated woman may have been responsible for poorer outcomes in 
terms of firm performance. The introduction of law 120/2011 would 
have to change this scenario. In fact, if women will be selected based 
on merit and professional background, we might expect to see some 
positive results, otherwise if companies will appoint women only 
because the law demands it, we might expect to see negative results.

Our research has provided Italian evidence showing that gender 
diversity does not influence firm performance, hence H1 must be 
rejected. Several reasons may explain these results. First, in Italy nearly 
two-third of the companies are family-controlled. Thus, companies 
appoint women in the board or for family reasons or just for respecting 
the law. Hence, women are relegated in a secondary role without any 
impact on firm performance. Second, board members not originating 
from the traditional “old boys club” may have decided to interiorize 
the traditional circles, suppressing any special feature stemming from 
the board members’ unconventional background [12]. In other words, 
there might be a process of silent learning where the unconventional 
board members have learned and interiorized the norms and values 
of the conventional board members. This could be the only way to 
be noted by the CEO for a career in the firm, including appointment 
to the firms’ board rooms. As a consequence, the gains from having 
female board members are never realized or reflected in any chosen 
performance measure. Even though the hypothesis of our study is not 
confirmed, it is, however, possible to argue that exist several reasons 
why boards of directors should be more diversified and are more 
similar to the rest of society beyond the simple legislation. Thus, a 
policy implication from our results is that more research is needed in 
order to understand whether board members seek to suppress their 
unconventional attributes [12].

Our study has also some limitations. Firstly, our data were collected 
exclusively in Italy. Hence, our results have to be interpreted in the light 
of the particular context in which Italian companies operate. Further 
studies should investigate if the impact of women representation 
on firm performance varies across countries. Other countries have 
different laws, cultural environments, historical backgrounds, and 
other factors that might affect board diversity. This would result in a 
more thorough understanding of whether women board directors 
influence board decisions and how. Secondly, in our study we use only 
the ratio of women directors as an indicator of board diversity. Further 
research may use other gender diversity indices such as the Blau and 
Shannon indices.  Finally, our research is carried out on a short span 
of time. Future research should analyze the effect of the new legislation 
after the here-board terms sunset clause. Moreover, due to the short 
span of our study, we do not address the endogeneity issues that arise 
because of firm characteristics difficult to observe, which could affect 
the appointment of female directors [10]. Thus, further studies could 
include a viable instrument to control for the endogeneity problem.   
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