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IV 

Executive Summary 

 
In 2002 the Norwegian trade minister came with a surprising announcement; He wished 

to change the Norwegian boardrooms by implementing a gender quota. The first time 

around the quota was voluntary, but in 2006 it was made mandatory with a transition 

period of 2 years. This meant that all publicly limited companies would have to have at 

least 40 % women in their boardroom by January 2008.  

 

Looking at the implication from the financial crisis, and the role of the board, it is 

evident that the boardroom composition plays a big role in the discussion surrounding 

today’s businesses and how they act in the market. Cases like Lehman Brothers, Enron 

and Parmalat have played a big part in highlighting the importance of the boardroom 

and its role in aligning management interests with those of investors. A large part of the 

discussed has been directed towards the gender composition, and the lack of women in 

the boardroom. Looking at the proportion of women in the boardroom, and their effect 

on return to shareholder, this paper finds a negative relationship. This could be 

explained by different factors such as a lower age and experience amongst female board 

members, a smaller network, or an increase in boardroom size as more women are 

taken on. None of these factors turn out to have a significant impact on return to 

investors, and based on the data there seems to be no increase in boardroom size 

following the increase of women in the boardroom. Following the negative relationship 

between the proportion of women and return to shareholders, focus is turned towards 

the announcement of quotas in Norwegian companies, and its effect on share returns. 

Using an event study methodology on the relevant companies, mixed results are found, 

based on different underlying models. To overcome the problem of clustering and 

autocorrelation, a portfolio should be created. In order to check for model sensitivity 

two different portfolios are chosen; an equally weighted portfolio and a market 

capitalization weighted portfolio.  The results indicate that the choice between these 

two yield massively different abnormal returns, going from negative to positive. Using a 

t-statistic and 3 different models of “normal returns”, no abnormal return can be 

detected around the event window using a 99% confidence level. Looking at 95% and 

90% yield different results, and depends on the combination of models used.
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Introduction 

On February 22 2002 the Norwegian trade minister Ansgar Gabrielsen announced that 

he wished to break with the Old Boy’s Club, and attempt to open the boardroom doors 

for more women (Ahern & Dittmar, 2012). In an article in the Norwegian newspaper 

Verdens Gang he stated that he was “sick and tired of the Old Boy’s Club”, and to fight it 

he would implement a 40 % quota for females in the board of directors in the largest 

Norwegian firms (Ahern & Dittmar, 2012). This ended up in the passing of a law in the 

Norwegian government in 2003. Initially the law was implemented as voluntary, but 

with the goal of reaching 40 % in all companies within two years. As the goal was not 

reached the law was made mandatory by 2006 with a two-year transition period. This 

meant that all publicly listed companies had to have 40 % women in their boardroom by 

January 2008. It all ended up in a gender-neutral law, which applies to all publicly listed 

companies in Norway, also called ASA companies1. All companies complied with the law 

by April 2008 (Ahern and Dittmar, 2010). The focus of the law is gender-equality, and 

not monetary enrichment of investors, or other stakeholders of the companies (Ahern 

and Dittmar, 2010). Even though shareholder returns and similar has not been the focus 

when implementing the law, it is still, from a business point of view, a very interesting 

perspective, as the main purpose of (most) businesses is to make profit and create 

returns for their investors. Empirical research within this perspective has generated 

                                                        
1 Lov om allmennaksjeselskaber 19 des 2003 nr. 120 §6-11a. Translated by Shjødt 
(February 26, 2009) Norwegian Public Limited Liability Companies Act: 
§6-11a. Requirement regarding the presentation of both sexes on the board of directors 

1) On the board of directors of public … companies, both sexes shall be represented 
in the following manner: 

a. If the board of directors has two or three members, both sexes shall be 
represented 

b. If the board of directors has four or five members, each sex shall be 
represented by at least two 

c. If the board of directors has six to eight members, each sex shall be 
represented by at least three 

d. If the board of directors has nine members, each sex shall be represented 
by at least four, and if the board of directors has more members, each sex 
shall be represented by at least 40 %. 

e. The rules in a-d apply correspondingly for elections of deputy directors. 
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massively scattered results, and there seems to be several different approaches, all 

yielding different results, across borders, industries etc.  

The primary goal of the legislative initiative is to overcome some of the barriers that do 

exist within business, which makes it difficult for minorities to enter. Amongst some of 

the most debated ones are the barriers to female leadership and female participation in 

the boardroom. In a background paper for the World Development Report from 2012 on 

Gender Equality and Development, Pande and Ford (2011) chooses to divide these 

barriers into supply-barriers and demand-barriers. On the supply side they mention 

preferences and costs of entry, which covers the increase costs associated with the 

higher number of carrier-breaks, and lower number of working hours, resulting in lower 

experience amongst women. Secondly they mention aspirations, which refers to the lack 

of aspiration amongst women, due to lack of role models and awareness of open 

leadership positions. Thirdly women’s aversion to competitive environments is 

mentioned as a barrier as well, as it might limit their drive to compete for positions in 

business or politics. On the demand side Pande & Ford (2011) points out the tendency of 

taste discrimination, which stems from a preference for male leaders in society. 

Furthermore, statistical discrimination rooted in lack of information about female 

leader’s abilities, leads to a reliance on beliefs about average performance. The small 

number of female leaders may cause these beliefs to be biased. Lastly they point to a 

biased system of election, which might restrict the demand for female leaders, both 

within politics and corporate boards. Furthermore the use of network, when recruiting 

new board members, also has a tendency to give men an advantage over women. This is 

what is referred to as the Old Boy’s Club. The quota-approach is an efficient way to 

overcome these barriers and make sure, that women do enter leadership roles. The use 

of quotas in different scenarios has been widespread for years2, but has only recently 

been seen within business. Besides Norway, also Spain, France, Iceland and the 

Netherlands, amongst others, have implemented quotas, all with different time spans, 

and approaches (Pande and Ford, 2011). As an alternative to the legislative quotas, 

voluntary quotas has also been seen within business. The voluntary quotas are 

implemented in such a way, that the government encourages the companies to set their 

                                                        
2 For a detailed overview, see Pande and Ford (2011)  
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own quota, but it is solely up to the single company if they wish to do it3. Furthermore, 

some countries have quotas for state-owned companies (Pande and Ford, 2011).  

 

The use of quotas has spread within the recent years, especially within the world of 

business, where the “soft” values have not been valued previously. But a more holistic 

approach to business is starting to rise, and focus on equality, sustainability, 

stakeholders etc. has created a new way of conducting business, and has changed the 

view of “soft” values as being merely costs, into business opportunities. But when quotas 

are implemented by law, the business opportunities inherited in the quota is not 

considered. But the quota can still have an economic effect on the companies that are 

affected by it, causing exogenous initiatives to affect the value of the impacted 

companies. Legislative quotas are an example of such exogenous shocks.  

 

This paper tries to establish the economic effects the legislative quota in Norway has on 

Norwegian companies. By the use of regression analysis, a relationship between women 

and returns is attempted to be established. Furthermore, it attempts to measure the 

effect of the announcement of gender quotas in the Norwegian boardrooms using an 

event study approach. To “paint a fuller picture” of the use of quotas, other factors 

affecting the implementation are also discussed. To answer this problem statement, a 

number of questions are undertaken and investigated; what is the relationship between 

the share of women in the boardroom and return to shareholders? Was there an 

immediate reaction to the implementation of quotas in the Norwegian stock market? 

And are there other factors that come into play, and effect the attractiveness of quotas, 

besides the financial factors? 

 

This paper attempts to answer these questions by looking at the importance of 

corporate governance, especially in the light of the financial crisis, and the increased 

focus on the issue, and with a focus on the board’s composition and role in the company. 

It also attempts to give an overview of the massive amount of literature in the area, to 

settle what previous research has shown, and to establish whether there are any trends 

                                                        
3 One example would be New Zealand 
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in the area. Following a, far from complete, literature review in the area of female board 

members, and company value, focus is shortly put on the historical development of 

women in the boardroom, and from there we move on to look at the relationship 

between the share of women in the boardroom and the return to the company’s 

shareholders. Here, focus is on a number of Norwegian companies where data on 

boardroom composition and share prices was obtainable. Furthermore the paper 

attempts to establish if there is a certain level of women that has a significant impact on 

share returns to shareholders. Concluding on the relationship, we take a further look at 

the announcement of the law, and through an event study, the paper attempts to 

establish if the Norwegian stock market reacted to the announcement, and if there were 

any abnormal returns to detect around February 22, 2002.  

 

The Financial Crisis and its Implications on Corporate Governance 

On September 15th 2008 the US government allowed Lehman Brothers to go bankrupt 

and it send shockwaves through the financial market, as it had been believed that 

Lehman Brothers were one of the so-called too-big-to-fail-banks in the American market 

(Elliott & Treanor, 2013). All of the sudden this perception was destroyed and no one 

could feel safe anymore. This insecurity and uncertainty in the market spiralled the 

financial crisis. But the grounds for the financial crisis was already laid much earlier 

when the economy was at a high point and everyone was optimistic – one might even 

refer to the optimism as a stage of euphoria in the financial market (Dallas, 2012). 

Money was floating in a constant stream, businesses were booming and compensation 

schemes spiralled upwards, without any considerations of the consequences that would 

follow (Dallas, 2012). The ever-increasing activity and wealth in the market induced 

banks to lend money to borrowers that would not normally be considered eligible for a 

loan, making the loans riskier for the banks. The loans were used to create a new type of 

security, as they were sold in “packs” to investors, who would then be entitled to receive 

the repayments from the loan-takers. Hereby, the banks managed to transfer the riskier 

loans on to the investors, making the banks more careless about the amount of risk they 

were willing to take on. As the demand for these new securities in the market continued 

to increase, the underwriting standards were lowered in order to be able to provide 
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more securities to the market. This further induced the risk inherited in the new 

products (Dallas, 2012). As the value of the new securities kept rising, the companies 

holding these assets were able to take on more debt and thereby acquire more assets. 

This debt was often financed by short-term credit, and therefor relied on the liquidity of 

the short-term credit markets. As the value of the assets decreased, the companies ran 

into trouble when trying to roll-over their short-term debt and obtain re-financing, 

which forced many companies to sell their assets, and soon the prices of the new 

securities/assets spiralled down further, and the value of the new products decreased 

rapidly. Many financial companies, such as insurance companies, had built on the new 

securities by issuing security against losses. This insurance was available to all buyers in 

the market, also those that did not own the assets. As the price of the assets decreased 

more and more investors made use of the insurance, and soon the insurance companies 

were stuck with large requirements, which they were not able to fulfil. This led to the 

need of bailing out a number of large companies, and massive losses for investors. The 

new securities had been built on mortgages that were founded on the expectations of 

ever-increasing house prices and the availability of refinancing in the market, but as this 

assumption did not turn out to be true, the American economy started to suffer, as it 

became evident that derivatives worth tens of trillions of dollars were not as valuable as 

expected (Elliott, 2011). 

 

As the financial market is global, it is evident that the effect would spread to the rest of 

the world, as the new securities were traded on a global basis, and were therefore not 

limited to American companies and banks (Dallas, 2012). Prior to 2008, it has been 

believed that all banks were too big to fail, but with the bankruptcy of Lehman Brothers 

this believe was laid to rest. Overnight, the fundamental trust in the financial market 

was lost and a domino effect soon kicked in, despite attempts to prevent it (Dallas, 

2012). Dallas (2012) argues that the short-term thinking, also referred to as short-

termism, of corporate managers, asset managers, investors and analysts was a large 

contributor to the financial crisis and causes market volatility and instability of financial 

institutions. Under short-term thinking, managers will attempt to create short-term 

profit or increase current stock prices by artificially inflating earnings without 

consideration of the long-term health of the company. This is also referred to as 
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earnings management. When applying earnings management the manager does not act 

in interest of the average investor, who will have a long-term interest in the company. 

To assure that these interests are aligned, and the investor secures that the money 

invested in the company generates a return to the investor, corporate governance 

principles are applied, and the board of directors are put in seat to ensure that  the 

manager operate within these principles (Dallas, 2012). 

 

Definition of Corporate Governance 

The definition of corporate governance differs in the literature, and often depends on 

the view the author takes on, and the context in which it is applied.  

The European central Bank (2004) defines corporate governance as the “procedures 

and processes according to which an organization is directed and controlled. The 

corporate governance structure specifies the distribution of rights and responsibilities 

among the different participants in the organization – such as the board, managers, 

shareholders and other stakeholders – and lays down the rules and procedures for 

decision-making”. Shleifer and Vishny (1997) define corporate governance as the ways 

in which suppliers of finance to corporations assure themselves of getting a return on 

their investment. 

 

Gillan and Stark (1998, p. 4) takes a broader perspective on corporate governance and 

defines it as “the system of laws, rules, and factors that control operations at a 

company”. Despite the various definitions used, corporate governance is often seen as 

falling into those mechanisms that are internal to the firm and those that are external 

(Gillian, 2006). 

 

The board of directors executes a large part of corporate governance, and they are 

essentially responsible for the internal mechanisms of corporate governance, such as 

monitoring, settle compensation to top-management etc. (Gillian, 2006). No matter the 

definition of corporate governance used, the board is essential and plays a large part in 

the company’s corporate governance, which also explains the large focus on the board of 

directors. 
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The Board of Directors and its Role 

The overall goal of the board of directors is to maximize the return to investors and 

manage the interest of these. Not only is it important to maximize the value of the 

shareholder’s investment, also the quality of the value created is important. That means, 

that the growth in shareholder value should be sustainable and not simply a short-term 

increase in share price. Earnings management steams from artificially inflated 

accounting numbers that leads to a higher share price, indicating growth in the 

shareholder’s value. But this growth will only be sustainable as long as the artificial 

inflation is upheld and the market does not uncover it. Artificially inflated share prices 

can therefore not be said to be sustainable in the long run, and a potential increase in 

shareholder value will quickly decline, making it unaligned with the overall long-term 

goal of investors4. During the financial crisis several companies were revealed in 

conducting earnings management and as a consequence they went bankrupt. Examples 

such as the Enron scandal (The Economist, 2002) and its so-called European 

counterpart the Parmalat scandal (World Finance, 2011) are clear indicators of the 

consequences of earnings management. In both cases massive accounting manipulation 

and earnings management was revealed and finally lead to the prosecution of the 

management and the board of directors. At the end, the investors ended up with shares 

that were worthless, and unless they managed to get out in time, they ended up being 

worse off due to earnings management. Earnings management is a consequence of 

missing alignment between management and shareholder’s interests and poor 

monitoring from the board that allows the earnings management to take place. The 

difficulties the investor has in ensuring that the invested funds are used in his own 

interest , and not expropriated or used in less attractive investments, is referred to as 

the “agency problem”. It is not possible for the investor to write out a contract, which 

describes all the different scenarios that could occur, and how the manager should act 

when they do occur, and there for the investor needs a mechanism that will ensure that 

the manager will always act in the interest of the investor. Here the board of directors 

come into play. Through e.g. compensation packages set by the board of directors, the 

                                                        
4 Most investors are said to have a long-term approach when investing in a company. 
Some investors might differ in their goal, and not desire long-term growth. 
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manager can be motivated to think and act in a certain way (Dallas, 2012). Hereby 

interests of the shareholder and manager can be aligned, and problems such as earnings 

management are avoided. Put together correctly, a compensation package can help in 

aligning these interests. If a manager’s pay is based on the expectations of a certain 

increase in the share price in the short run, he will be incentivised to make the share 

price go up in the short run, combined with a lack of long-term incentives, this could 

result in earnings management (Dallas, 2012). If there is no long run incentive for the 

manager, he/she does not have an incentive to think long-term. To motivate managers, 

compensation has to be combined in such a way, that the manager will work in the 

interest of the shareholder. The board puts the compensation package together for high-

level managers, as they work to ensure the interest of investors, underlining the fact that 

the board of directors is a key component in ensuring maximum returns for the investor 

(Dallas, 2012). 

 

During the financial crisis the focus on these compensation packages was sharply 

increased as it was revealed that top-managers of bankrupt companies were paid what 

is referred to as “the golden handshake”  - this also applied to managers of companies 

that had to turn the key around due to bad management! This increased focus on 

compensation packages has expanded to include the role and efficiency of corporate 

governance within companies (Schleifer & Vishny, 1997). 

 

Fama & Jensen (1983) sees the roles of the board in the light of their agency theory, 

where the monitoring function of the board is essential. Others, such as Pfeffer & 

Salancik (1978) take a resource dependence view on the role of the board, where 

members are seen as facilitators of resources that are critical to firm performance 

(Johnson, Daily & Ellstrand, 1996). Lynall, Golden & Hillman (2003) argues that both the 

agency perspective and the resource dependency perspective are relevant; they simply 

depend on the life cycle of the company. At an entrepreneurial company the most 

important task of the board will be to provide the company with resources critical to the 

company, and networks essential to survival. The dependence on resources provided by 

the board continues into the next stages, the so-called collectivity stage and the 

formalization and control stage. As the company moves further into the formalization 
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and control stage, the complexity of the company increases. Due to the complexity, 

investors cannot sharply monitor and control every movement of the manager, whom is 

then able to act independent of external financiers/investors, and hereby the risk of 

agency problems rises. At this point in time the need for monitoring of the management 

will increase and the primary task of the board will move from the resource dependency 

perspective presented by Pfeffer & Salancik, toward the agency perspective presented 

by Fama & Jensen. Johnson, Daily & Ellstrand (1996) continues down the same line 

when drawing on the research made on boards. By focusing on the inter-relationship 

between the board, firm management and stockholders, they classify director’s roles 

into 3 broad categories; control, service and resource dependence, and argues that 

control takes a predominant role in the literature, underlining the importance of this 

particular role. 

 

According to Jensen (1993) the board is at the top of the internal control, making it 

responsible for the functioning of the company, and the actions of top-management. The 

board ensure the alignment of top-management and shareholder interests through 

governance mechanisms such as setting limits that the CEO can work within, advising, 

monitoring, hiring, firing and determining the appropriate compensation for top 

management. These functions cover both the resource dependency perspective and the 

agency perspective, though there is more mechanisms mentioned in the direction of the 

agency perspective and monitoring, supporting the importance of the agency 

perspective highlighted by Fama & Jensen (1983). 

 

The board consists of both outside and inside directors. Whereas the outside directors 

enhances the independence of the board, they do not necessarily have the inside 

knowledge that comes with an inside director, which is then on the other hand not as 

independent. Without the inside directors, the board risks facing information 

asymmetry, as management will have inside knowledge and might choose not to pass 

this information on to the board. Hereby management would get an upper hand 

(Johnson, Daily & Ellstrand, 1996). As both independence and inside knowledge is 

believed to be important factors in the efficiency of the board, finding the “right mix” 

becomes essential to success.  
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A lot of research has been made on the relationship between board composition and 

firm performance, but the consistency in the findings is lacking, and it is hard to 

conclude anything on this matter from the different conclusions prevailing. Whether the 

board has any influence on firm performance at all, has also been a highly debated topic. 

This might be due to the fact that the board is generally far away from the day-to-day life 

of the business and therefore it can be hard to efficiently affect the actual short-term 

performance of the company. But the board does have power to affect matters, such as 

CEO compensation, selection and replacement, these factors contribute to the company’s 

value, and shareholder wealth in the long run. This makes the board important in cases 

where they are directly intervening in the affairs of the company. The lacking conclusion 

in regards to difference in results on the relationship between board of directors and 

firm performance can be due to many things. Hermalin & Weisbach (1988) found a 

reverse causal relationship between firm performance and board composition: changes 

in firm performance leads to changes in the board, and not changes in board leads to 

changes in firm performance. It can become hard to find consistent relations between 

the two factors if the reverse causal relationship does exist. Furthermore, a lot of 

characters come into play when looking at board composition, and some of these factors 

are not measurable. It is argued that the composition of men and women is important 

due to the different perspective they bring to the table, but what about the different 

perspectives that are brought to the table due to different backgrounds? These can be 

hard to measure and quantify, and thereby their effect becomes hard to detect. The 

complexity of the single factors and the relationship between these complicates 

measuring the relationship between board composition and firm performance. 

Furthermore, a large number of firm performance measurements exists, and the choice 

between these can yield different results.   

 

Not only matters internal to a business affect the importance of the board and their role. 

When operating in a context with insufficient investor protection through legislation, 

the investor will rely even more on the corporate governance imposed, and the board of 

director’s ability to ensure the compliance with the guidelines. Whenever the legislative 

protection of investors is poor, and the option to, for instance, sue management for 
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unethical behaviour is non-existing, the importance of the board increases. Here the 

board becomes a form of compensation for the lack of legislative initiatives, and 

essentially their monitoring of management helps reduce agency costs, and ensure that 

the investments made in the company are utilized in the best possible way (Ahern & 

Dittmar, 2010 and Adams & Ferreira, 2009). 

 
It is evident the role of monitoring is very important when looking at the tasks of a 

board. It is argued that women in the boardroom increase the level of monitoring of 

management (Campbell & Minguez-Vera, 2008). The reasoning behind this statement is 

that women are more independent than their male counterparts, due to these women 

rarely being members of the Old Boy’s Club, which includes most male board members 

and high-ranking managers. Hereby their odds of knowing the manager from other 

connections are lower than what applies to the male board members, and therefore the 

women get a more objective approach to management. Because of this connection 

between the level of monitoring and women in the boardroom it is only natural that the 

increased focus on corporate governance during the financial crisis, also has included an 

increased focus on gender equality on boards (Campbell & Minguez-Vera, 2008).  

 

Literature Review 

Large amount of research has followed the financial crisis, and especially within the area 

of corporate governance the amount of research has exploded. If you search for 

“Corporate Governance” in Google Scholar, approximately 239.000 show up from year 

2000-2014, whereas only 30.000 articles appear from 1900-2000. The significant 

increase in the amount of research articles in the area is a larger indicator of the 

increased attention that the world pays to corporate governance. Before the financial 

crisis topics as corporate governance, CEO compensation, board composition etc., was 

not on the agenda, but the fact that these things started affecting the average person 

during the financial crisis, has made these topics possible subjects to debate over the 

dinner table of ordinary families. The increase within general research of corporate 

governance has obviously also lead to an increase in all the areas of corporate 

governance. Here, the board of directors is often seen as an essential factor, as they have 



 

 

12 

a fiduciary obligation to shareholders, and they are responsible for the strategic 

direction of the company and monitoring of management. Hereby, they essentially 

become responsible for the internal part of corporate governance within the company, 

and is hence a major factor when talking corporate governance. The increased talk 

about women’s rights and gender equality in society has also made its way into 

corporate governance, and a still increasing focus is placed on female participation in 

the boardroom. This has been further induced by the Norwegian legislation in the area, 

and a debate on whether to implement the same quotas in other countries such as 

Germany (Pande & Ford, 2011). 

 

In the literature within the area of gender diversity in the boardroom and its effect on 

investor returns, different results have been obtained, and the use of mixed performance 

measures might play a factor in the lack of unity in these results (Terjesen, Sealy & Singh 

2009). Also differences in geography, economic states, and political environments can be 

explanatory factors, but the bottom line is, that due to the mixed results, it can be hard 

to draw a general conclusion of the efficiency of gender diversity in the boardroom on 

shareholder value.  

 

Adams & Ferreira (2009) look at US based companies, and find that more women on 

boards effect attendance, monitoring and equity-based compensation in a positive 

direction. The strengthening of these factors, indicate that gender diverse boards are 

stricter, and tougher monitors. Due to the costs associated with a stricter board, Adams 

& Ferreira (2009) conclude that it will only have a positive effect on firm performance 

(Tobin’s Q and ROA) in companies where the governance is otherwise weak. In 

companies where the governance is strong, the benefits from a gender-diverse board 

will not exist, but the company will still have to carry the costs, resulting in a negative 

effect on company performance and share prices. Looking at board diversity, not only in 

regards to gender, but also in regards to minorities, Carter, Simkins & Simpson (2003) 

find that boards with two or more women, or other minorities (i.e., African Americans, 

Asians and Hispanics), perform better than the all-male boards in regards to Tobin’s Q 

and ROA. This could indicate that the different views that can be brought into the 
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boardroom by women, or other minorities, is beneficial, though it cannot be concluded 

that this is simply due to the gender, as the effect might steam from male minorities.  

 

Campbell & Minguez -Vera (2008 & 2009) investigates the short-term effect on stock 

market reaction and the long-term effect on firm value following a female boardroom 

appointment in Spain. They find that in general, investors do not penalize greater 

gender-diversity in the boardroom, and they measure a positive effect in both short- and 

long-term perspective. They argue that women might enhance firm value if they bring 

new perspectives into the boardroom, but if the increase in female boardroom members 

is only due to social pressure, and does not bring in new perspectives, the effect will not 

be visible.  

 

Another path in the literature looks at the effect of quotas, in respect to whether they 

fulfil the desired goal, which is to increase boardroom diversity. In a background paper 

for the World Development Report from 2012 on Gender, Pande & Ford (2011) finds 

that quotas do increase the female participation in the boardroom, and is correlated 

with changing management practices. This change is related to a negative effect on the 

short-term profits in the company.  

 

Dahlerup & Freidenvall (2003) debates gender-equality in a political setting by 

comparing two different ways of approaching the problem; the incremental way or the 

fast track. By using the incremental way it is argued that you obtain a slow, but steady 

progress towards gender equality, whereas the fast track is characterised by legislation, 

and will obtain the desired results in a faster pace. The incremental track discourse 

argues that women do not, currently, have the same resources as men, but over time this 

will change, and thereby, the lack of equality will correct itself. On the other side, is the 

fast track, which rejects the idea of gradual improvement in women’s representation. 

Exclusion and discrimination are core problems, as development in the society does not 

automatically lead to equal representation. By using the fast track discourse, Dahlerup & 

Freidenvall (2003) argue that women can be left powerless, as the position is handed to 

them, instead of them obtaining them on their own, as is the idea behind the incremental 

track discourse, which will give a sense of empowerment to women. They believe that 
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quotas can be used to compensate for the structural barriers that women face in today’s 

society, and the quotas should therefore not be seen as discrimination against men. 

Furthermore, laws are often formed in a gender-neutral way, as it is also the case with 

the legislation in Norway. Finally, Dahlerup & Freidenvall (2003) conclude that both the 

incremental and the fast track discourse are efficient in each of their ways, and they do 

both have each their disadvantages, and regarding quotas it can be said that quotas do 

not accept that there are not enough competent women, quotas target the heart of the 

recruitment process, but can also lead to stigmatization of women. Casey, Skibnes & 

Pringle (2011) compare the two methods to increase equality by looking at Norway, 

which has imposed legislative initiatives, fast track, and New Zealand, which has used 

soft regulations and encouragement, incremental discourse. They conclude that both 

methods lead to more diversity, but that the private sector lacks behind in both cases. 

Preferences towards one way or another depends on the context in which you are 

operating, and roughly it can be said that the Norwegian women preferred the 

legislative approach, whereas women from New Zealand are leaning more towards the 

use of soft regulations. Grosvold, Brammer & Rayton (2007) also make a cross-country 

comparison, but they use the United Kingdom instead of New Zealand as the 

representing country for soft regulations. Nevertheless, Norway is still used as the 

opposing legislative approach. Their findings indicate that the legislative approach gives 

a much faster result than soft regulations. Simultaneously, they detected no negative 

side effects such as appointment of more inexperienced women, and no rise in the 

number of boards women attend, concluding that board diversity in Norway has been 

achieved without giving up on “quality” of female directors. The fact that quotas actually 

have an effect on the diversity in the boardroom is further supported by Pande & Ford 

(2011) as they conclude that quotas do increase diversity as intended, in their 

background paper for the World Development Report on Equality from 2012.  

 

In connection with the announcement of the gender-equality law in Norway, a lot of 

research in the area was directed towards Norway. Nielsen & Huse (2010) look at 

female contribution to board decision-making and strategic involvement in Norwegian 

companies. They find that women’s influence on decision-making in the boardroom does 

not depend on their gender as such, but more on their prior professional experience and 
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the values they bring along. Furthermore, they conclude that women are perceived as 

unequal board members, which could be a barrier to their contribution in decision-

making, but that their contributions do enhance the strategic involvement of the board. 

These factors have contradicting influences on the overall company performance, which 

could help explain the very different results obtained when looking at gender-diversity 

in the boardroom and its influence on financial performance.  

 

Ahern & Dittmer (2012) conclude that the quota in Norway has a negative influence on 

the stock prices, and causes a significant drop around the announcement date, and 

furthermore a decline in Tobin’s Q5 over the following years. They conclude that the 

quota in Norway has a negative influence on the stock prices, and causes a significant 

drop around the announcement date, and moreover a decline in Tobin’s Q over the 

following years. This decline is not simply due to the change in gender on the Norwegian 

boards, but more to the lower experience and age of the new female board members.  

They also look at the degree of change that the new legislation had on the companies, 

and whether the results would differ with the degree of change that had to be made to 

comply with the law. They find that the less change the company had to take on, the 

closer the proportion of women on the board was to 40 %, the less was the negative 

effect on firm value. Hence, it seems investors react negatively to big changes in the 

board composition. The highlighted reasons for decrease in firm value are younger and 

less experienced boards, increase in leverage and more acquisitions, and deterioration 

in operating performance.  

 

Randøy, Thomsen & Oxelheim (2006) undertook the empirical task of investigating the 

effect of boardroom diversity in 500 Scandinavian (Norway, Sweden and Denmark) 

companies. The research was started in the fall of 2005 while the gender-diversity setup 

in Norway was still on a voluntary basis. They found that diversity in the boardroom 

does not have any significant impact on the market value of the companies. They 

conclude that gender-diversity can be introduced without value-destruction, but only 

under the condition that the size of the board does not increase, meaning that male 

                                                        
5 A measurement of firm value: Sum of market value of stock and the book value of debt 
divided by the book value of total assets 
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members should be replaced with women, and not simply add women to the board. In 

the same line Rose (2007) finds no significant link between neither higher nor lower 

firm performance and the proportion of female board members in Danish companies.  

 

Bøhren & Strøm (2005) look at board composition and its effect on firm value in a 

Norwegian setting. Their statistically significant results show that companies with less 

gender diversity create more value than others.  

 

The above literature review is far from exhausting in the area of corporate governance 

and company performance, but due to the large amount of research made in the area, 

especially in the last decade, an exhausting analysis of the literature would be a daunting 

task and is out of the scope of this paper. Instead, the relatively short review should give 

an insight into the conflicting results obtained in the area, and give the reader an idea 

about, why it is so hard to conclusively state whether gender-equality in the boardroom 

has a negative or positive effect on company performance. Though the results are 

conflicting, we can still draw some overall conclusions from the above. Studies 

measuring the economic effect from the gender diversity in the boardroom generally use 

2 measurements of economic growth; Tobin’s Q or accounting-based measurements. 

The differences in estimation of economic growth in the company, can help in explaining 

the different results in different studies.  

 

When looking at Scandinavia, and more specifically Norway there seems to be no, or a 

small penalty from investors when introducing gender-diversity in the boardroom. The 

negative reactions reflected in stock prices can be explained by the lack of experience 

amongst female directors, which is both a product of their younger age, but also the 

earlier lack of opportunities for women to be elected into the boards. If this reasoning is 

correct it should be possible to avoid decreases in stock prices at female announcements 

over time as women gain more experience, and the overall talent pool of women to 

choose from becomes larger, more experienced and older.  
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The change in share of female board members 

Catalyst Knowledge Center shows a big spread in the share of board seats held by 

women across countries. Despite being the country with the highest share of women in 

the boardroom, Norway only has 40.5 %, and when looking at Sweden, which is country 

with the second highest amount, women hold only 27% of board seats. At the other end 

of the scale are Japan, Qatar and Saudi Arabia with 1% or less. The overall average is 

10.16%, which indicated that worldwide gender equality in the boardroom is far from a 

reality, and only Norway with 40.5 %, is close to achieving this goal. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Figure 1: Board seats held by women, by country (March 2014).  
Source: Catalyst, Women on boards, March 3, 2014.  

 

Looking at the development within the Norwegian companies in this analysis, the 

boardroom composition has changed massively in regards to gender. Starting out at 10 

% in 2000 the companies rapidly increases the share of women in the boardroom, and a 

big leap from 22 % to 31 % was taken in 2004-2005. In 2008 an all-time high was 

reached at 38 %, which was also evident in 2010, but with a slight decrease in 2011, the 

share of women in the companies used for analysis ends up at 37 %. 
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Figure 2: Change in the amount of female boardmembers from 2000-2011. 
Source: Based on data used in analysis (retrieved from BoardEx.) 

 

This numbers indicate that the Norwegian companies are not reaching the 40 % women 

in the boardroom as dictated by the Norwegian legislation, despite the fact that the 

Norwegian government argues that all companies have obliged with the law since April 

2008. The reason for this difference is merely a matter of the law only being enforced on 

public limited liability companies (Storvik & Teigen, 2010), whereas the Catalyst looks 

at all boards in Norway, and not only those companies that are registered as publicly 

limited liability companies. 

 

It seems evident that the Norwegian legislation has had an impact on the amount of 

women in the boardroom. Comparing the share of women in the boardroom in other 

countries to Norway, Norway is far ahead, even when comparing to other Nordic 

countries such as Denmark and Sweden, which are often used as benchmark-countries 

for each other.  As mentioned, Sweden reaches only 27 %, and Denmark is lacking far 

behind with only 17.2 % (Catalyst). All 3 countries have a high focus on equality 

between the genders, but only Norway has chosen the legislative way within private 

listed companies. It could be argued that the legislation is the main driver behind the 

high level of women in the Norwegian boardrooms, compared to other countries. 
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The reasoning behind making the legislative initiative in Norway, has been to increase 

the amount of women in the boardroom in order to create equality, and the goal has not 

been to create shareholder value. Even though the goal has not been to create 

shareholder value, it would be interesting to see if the forced change in boardroom 

composition in regards to gender has created value, as this could be an indicator of the 

investor’s opinion on the legislative initiative. Furthermore, corporate governance 

theory indicates that women bring higher independence to the boardroom, as they are 

often not a part of the Old Boy’s Club (Adams & Ferreira, 2009). With higher levels of 

independence, it is argued that monitoring becomes more efficient, and hereby 

shareholder value is created, as well as the probability of management expropriation 

and agency problems are minimized. But as Adams & Ferreira (2009) argues in their 

research, this value is only created if the previous level of monitoring was not satisfying. 

As monitoring is considered an expense for the company, the value created from 

increased monitoring has to be higher than the expense incurred in order to generate 

value to shareholders. If the current monitoring is sufficient, added monitoring will 

merely be an expense to the company, and hereby to the shareholders.   

 

Another argument for increasing stock returns when women are added to the 

boardroom is the different perspectives that a mixed board benefits from. A diverse 

board, which also inhabits different genders, will better represent the company’s 

consumers which is often a mix of different people. Hereby, the board will be better 

suited to make strategic decisions, which fit the consumers, and therefore benefit the 

business and the direction of the company. Additionally, different perspectives can 

create a better problem solving process within the board, where more options are 

brought into play due to different points of view. Both better strategic decisions that are 

based on an understanding of the consumer’s needs and better problem solving create 

value to the company, and in the end to the shareholders. But it is not as simple as such. 

With more perspectives, discussions can become unnecessarily long and create an 

inefficient decision making process. Furthermore, too many perspectives and points of 

view can blur the picture and remove focus from the goal, and communication in 

homogenous groups is most likely less complicated than in heterogeneous groups.  
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There are arguments both for and against women’s positive impact on the stock prices 

and based on current literature it is hard to conclude anything. But with the assumption 

that a board is generally chosen to optimize shareholder value, it can be argued that 

legislative interference will remove the option to create the real optimum, and instead a 

suboptimal board composition will be created. In order to investigate the relationship 

from a quantitative perspective a regressions analysis is conducted. 

 

Data 

The data used for the regression analysis is retrieved from the database BoardEx., and 

contains data on boardroom composition and characteristics of the boardroom 

members6. The data contains information about the boardroom members of various 

Norwegian companies, such as experience, age, gender, position etc. The full dataset 

contains information on board members in 106 Norwegian companies, spread across 27 

industries. All companies in the oil- and gas industry is takes out of the dataset, as the 

industry is extraordinary volatile, which could influence the results, and create 

misleading conclusions (Xie, 2013). Furthermore, companies that do not contain data 

from 2000-2011 are removed, leaving 22 companies to be used in the ongoing analysis.  

 

The data is mainly on the boardroom composition and does not contain any financial 

information; for this information Datastream is used. In order to identify the needed 

companies in Datastream the given ISIN number from the BoardEx. data is used. Few 

companies in the BoardEx data file lacked ISIN number. In this case, the company was 

looked up at Oslo Stock Exchange and the ISIN number retrieved based on the company 

name and industry. Few companies contained two ISIN numbers in the BoardEx data 

file, which is due to the company shares being split into A and B classes. In this case 

financial data for both ISIN numbers was retrieved, and simply added to give the full 

value of the company. 

 

                                                        
6 Data is provided by Mr. Bersant Hobdari, Professor at Copenhagen Business School 
http://corp.boardex.com/data/  
 

http://corp.boardex.com/data/
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The gender of each board member is indicated in the dataset, with few exceptions. 

Where the gender was not given, an evaluation has been made based on the name of the 

board member, and in all cases it was possible to evaluate whether the board member 

was male or female on this basis. 

The Regression Analysis 

In order to investigate this hypothesis, a regression analysis has been conducted to look 

for a significant correlation between the return to the shareholder and the share of 

women in the boardroom. In order to take into consideration large changes in the 

number of outstanding shares, which can also effect the share price, and hereby the 

return, all models are made with both returns on the market value (MV)7 and the price 

(P). This generates the following models: 

 

 

 

 

 

The models indicate whether there is a connection between the return of a company’s 

shares and the share of women in the boardroom.  Both models generate a negative 

coefficient for the variable “% of women”, indicating that the share of women in the 

boardroom has a negative effect on the return. With P-values of 0.0028 (P) and 0.0014 

(MV) both estimates can be considered as significant.  

 

Even though the two models both yield a significant negative relationship between the 

share of women and return, the level of negativity varies. For each 1 % increase in the 

share of women in the boardroom, the price return (P) is negatively affected by 

                                                        
7 Shares outstanding * price 

Model 1: Return (P) = β + β * % of women + ε 
 

Model 2: Return (MV) = β + β * % of women + ε 
 

Table 1: Regression results from model 1-2 
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approximately 0.48%. Whereas, the negative effect on market value (MV) is 

approximately 0.84%. Looking at the model fit, the Return (P) seems to be the best 

model to use with a Root MSE of 0.78 versus Return (MV), which generates a Root MSE 

of 1.29. Hereby, it can be concluded that Return (P) should be the variable used, as this 

generates the most reliable model for prediction of the relationship between share 

returns and the share of women in the boardroom.  

 

Furthermore, all the tests, insignificant, as well as significant, show a positive intercept, 

indicating that if the share of women in the boardroom is 0, there will be a positive 

return. 

 

It seems that the share of women in the boardroom has a negative impact on the return 

to shareholders overall, which could be interesting to investigate further. Ranging from 

0% to 62.5% women in the boardroom, it is evident that there is a large difference 

amongst the companies regarding the share of women they employ on their board. In 

order to look further into the composition and share of women in the board and the 

effect on share returns, the following models have been created8: 

 

 

 

 

 

 

 

 

 

 

In order to run the models, each observation has been given a dummy variable of 1 if 

they had more than 10% women in their boardroom (model 3), 20% women in their 

                                                        
8 No company has more than 62.5% women on their board, and ”%women > 60%” is 
there for the last chosen independent variable. 

Model 3: Return (P) = β + β * %women > 10% + ε 
 

Model 4: Return (P) = β + β * %women > 20% + ε 
 

Model 5: Return (P) = β + β * %women > 30% + ε 
 

Model 6: Return (P) = β + β * %women > 40% + ε 
 

Model 7: Return (P) = β + β * %women > 50% + ε 
 

Model 8: Return (P) = β + β * %women > 60% + ε 
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boardroom (model 4), 30% women in their boardroom (model 5) etc. and a regression 

has been run for each of the models.  

 

Price returns has been chosen for all the models, as this was the best fitted model 

according to Root MSE in model 1 and 29. The results are as follows: 

 

 

It is evident that the share of women only has a positive effect on the share return if 

women take up more than 50 % of the boardroom seats. But in this case our results 

generate a P-value far above the significant level of 5 %, making the positive result 

insignificant.  

 

Even though the results for more than 50% and 60% women in the boardroom are 

insignificant, they are still interesting, as the coefficient goes from being negative to 

positive. This can be explained by the data used in the analysis. Out of 834 observations 

only 7 have more than 50% women, and 4 observations have more than 60%, which 

makes the data foundation for these two variables/dummies very small, compared to 

the other variables. For instance, are there 125 observations with more than 40% 

women. This further supports the statement that the positive results are not significant.  

 

                                                        
9 All models have also been run with return on market value. All indicated the same 
results as price return, only with a slightly higher (more negative) coefficient. Due to a 
lower RMSE in the price return models, and thereby a better fit, the results for these 
models are the only ones discussed here. 

Table 2: Regression results from model 3-8 
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When looking at the significant results obtained, all the coefficients for the independent 

variables are negative. Significant results are obtained with a share of women higher 

than 20%, 30% and 40%, where more than 10% women also generates a negative 

coefficient, but it is insignificant, and nothing can be concluded based on this variable.  

 

In line with model 1, the results show an overall negative impact on the return to 

shareholders, but it also reveals that the level of women might matter. In order to 

generate a significantly negative impact on shareholder return, the share of women on 

the board has to exceed 20 % and be less than 50 %.  This is confirmed when running 

model 910: 

 

 

 

The model yields these results: 

 

This indicates that companies that have between 20% and 50% women in their 

boardroom, will have a return that will be 0.13278 % lower than companies with a 

different boardroom composition. With a P-value lower than 0.05 the results are 

significant. The regression results are in line with results found by Bøhren & Strøm 

(2010), where a negative impact is found from gender diversity in Norwegian 

companies. Furthermore, Ahern & Dittmer (2012) find a negative impact on firm value 

following the implementation of the quotas. They argue that the negative impact could 

be due to lower age and experience of the new female board members. Concluding 

whether this could be a plausible explanation for the negative results obtained in this 

                                                        
10 As with the other models, model 9 has also been run with return on market value with 
a slightly higher (more negative) coefficient. Due to a lower RMSE in the price return 
model focus is placed here. 

Model 9: Return (P) = β + β * (20% < %women < 50%) + ε 
 
 
 
 

 
 

Table 3: Regression results from model 9 
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paper requires further investigation. The dataset contains the variable “age”, but 

experience has to be calculated based on the given information11.  

 

Experience & age 

The factor “experience” is a constructed variable and consists of the time the director 

spent on quoted boards. The time spent on the board of the company in the dataset is 

given, whereas the time spent on other quoted boards is made up of the average time 

spent on other boards multiplied by the number of other quoted boards the director has 

attended. To obtain the number of other quoted boards, the director has been sitting on, 

1 is deducted from the total number of boards the director has attended till date. 

Hereby, it is avoided to include the board of the company in the dataset twice. It is 

important to note, that when talking experience this paper refers to the experience from 

quoted boards12, and not experience from any job. The variable can be calculated as 

follows: 

 

 

The necessary information is not given on all the board members in the dataset. The 

dataset contains 2231 board members in total, of which full data is available for 2116 

directors, leaving only 115 board members with non-fulfilling data, and these are 

removed. Furthermore, in 382 cases the age of the director could not be observed, in 

which case, the individual is not considered when calculating the average age of overall 

men, overall women and the board of the given company. Based on the data the 

following averages are obtained: 

 

 

 

 

                                                        
11 Observations that does not contain data on the 2 variables are taken out in order to 
conduct the analysis. Furthermore, only companies where it is possible to find 
shareprice/market value is included. 
12 Private boards are excluded due to lack of data on time spend on these boards. 

Experience = Time on board + ((Total number of quoted 

boards to date – 1) * Average years on other quoted boards) 

 

Table 4: Average experience and age of men and women 
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It is evident that women have both slightly lower age and experience than men. 

A regression is done on each of the variables to see if there is a link with returns. No 

significant results are obtained for any of the two variables, and we can therefore not 

conclude that the negative result from women in the boardroom is due to lower age or 

experience. Another option could be, that women have a smaller network. The argument 

behind this is, that women are not a part of the Old Boy’s Club, and therefore do not have 

access to this network. It could there for be interesting to take a closer look at this 

variable, and what it covers. 

 

Network 

In the dataset the network of each director is given and indicates the number of 

directors that an individual director is connected to by board membership. 

Measuring the size of a director’s network can become a somewhat “fuzzy” task, as a 

quantitative measurement of network can be hard to obtain, and often comes down to a 

matter of definition. Using the number of board members the director comes into 

contact with through his or her board membership seems to be a reasonable proxy for a 

board member’s network. One could argue that the professional network of a director 

does not merely consist of board members, but we are restricted to measurable and 

quantitative data, and therefore the focus is placed on boardroom members, as this is 

measurable and quantitative data that is available in the chosen database. The averages 

look like this: 

 

 

 

 

 

 

 

Against the expectations, women seem to have a larger network than men. The plausible 

explanation would be that “Network” is based on the amount of board room seats that 

the member takes up, and thereby the amount of board members there is a direct link 

Table 5: Average network size for men and women 



 

 

27 

to. Due to a relatively small pool of female board room members, the women do possess 

a fairly high amount of boards, making their network (if measured in this way) big. One 

example is Norwegian executive Mai-Lill Ibsen who in 2012 sat on 179 boards 

(Sweigart, 2012).  

 

When regressing network size against stock return no significant results are obtained, 

and on this background it cannot be concluded that network has an impact on the return 

to shareholders. 

Event Study 

The negative impact that women in the boardroom seem to have on shareholder returns 

can be due to many things, quantitative as qualitative factors can come into play and 

interact with each other. But due to the lower returns we would expect the stock market 

to react negatively to the announcement of the legislative initiative in Norway. This 

would be a reasonable belief, if investors really value an increase in female board 

members negatively, as could be indicated by results from model 1.  

In order to investigate whether the announcement of the legislation in Norway had an 

effect on the stock market, an event study is conducted.  

 

Methodology 

The method in this papers draws on a number of sources that address the event study 

methodology in general, and also the specific issues encountered with an announcement 

of the type made in Norway, such as clustering of event dates. The use of different 

references and empirical evidence creates a theoretical foundation that supports the 

later analysis and conclusion of the paper. 

 

Event studies examine the effect a corporate or exogenous event has on stock prices by 

analysing the behaviour of these around the event in question (Kothari & Warner, 2007, 

p. 5). Hereby, it is not only possible to get an indication of the stock market reaction to 

different events, but also about the efficiency in the market and how quick information 

is absorbed. The method was initially used in accounting and finance, but has later found 
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use in other related areas such as, but not limited to, law and economics (Corrado, 

2011). Event studies find different purposes depending on the area where it is applied; 

for instance, it is often used for measuring the effects of earnings announcements in the 

field of accounting, whereas the effect of regulations are measured using the method in 

the field of law, and conclusions about market efficiency are made with event studies in 

capital market research (Kothari & Warner, 2007, p. 5). The method dates back to 1933, 

but the most known papers were published in the 60s by Ball & Brown (1968) and Fama 

et al. (1969). Even though these papers date back more than 40 years, the basic 

elements of an event study have not changed (Corrado, 2011).  

 

Kothari & Warner (2007) concluded that more than 565 event study results were 

obtained from 1974-200013, with a peak in the 1980s and a stable flow thereafter. Not 

only literature applying event studies exists; a big part of the event study literature is 

research on the statistical properties of event studies. Both directions in event studies 

are considered mature (Kothari & Warner, 2007). 

 

Event studies can be used to measure both the short-term and long-term effect of an 

event. In general the short-term tests give more reliable results and are well specified, 

whereas long-term event studies are not as explored, and more complex (Kothari & 

Warner, 2007). The importance of risk adjustment increases as the horizon of the event 

study increases, because small errors accumulate over time, and can, when period is 

long, become critically large. Under short-term event studies the errors make little 

difference. The focus here is on the short-term impact, which is defined as less than 12 

months (Kothari & Warner, 2007). 

 

No practice has yet been developed for choosing the best model to estimate expected 

returns. Under long-term event studies the choice of such a model becomes even more 

critical, as it is a big factor when determining abnormal returns. This indicates that the 

results generated from short-term event studies are more reliable than long-term event 

study results, and does not depend as much on the choice of model, as do the long-term 

                                                        
13 Numbers are taken from 5 leading journals , and does therefore not cover the full 
scope 
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studies. Though, this does not mean that short-term models do not depend on the 

model. This issue we will return to later, as evidence is generated in the analysis. 

 

In order to answer whether the announcement of female quotas on February 22., 2002 

generated any abnormal return, negative or positive, using the event study method, 

there is a number of considerations to make, such as choice of event date, event window, 

which return frequency to work with etc. All of these considerations are made in the 

following sections. 

 

Event window 

In order to know what data to obtain, we start by identifying the event, and hereafter the 

estimation and event window. On 22. January 2002 the regulation was announced for 

the first time. It was a highly unexpected announcement, which is why we can assume 

that the market did not anticipate it. Therefore it would also be reasonable to assume 

that the market did not absorb any of the effect before the actual announcement. The 

actual announcement date is therefore also our event date. 

 

 

Event studies consists of an estimation window, event window and a post-event 

window:  

 

 

 

 

 

 

 

 

 

 

Figure 3: Timeline of event study 
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As the interest in this paper is to look at the wealth impact of the event, the post-event 

window is not considered. This is due to the fact that including this window would say 

more about market efficiency than actual wealth creation/destruction created from the 

announcement. The periods considered is hereby the estimation and the event window.  

In this study, an estimation window of 200 trading days and event window of 3 trading 

days is chosen as recommended by Bartholdy, Olsen & Peare (2007). The used event 

date is the 22. February 2002, which means that the estimation window goes from 7. 

May 2001 to 20. February 200214. The event window goes from 21. February to 25. 

February. Note that the two windows do not overlap. 

 

Return Frequency 

When conducting an event study it is important to consider the choice of return 

frequency. Datastream offers daily, weekly, monthly, quarterly and yearly data. In 

general, the lower the frequency the more precise estimates can be generated, and as 

more and more data becomes available, the use of daily returns has become more 

prevalent (Kothari & Warner, 2007, p. 8). This permits more precise measurements of 

abnormal returns and better information on the effect of announcement, and it 

overcomes problems with small sample sizes, which exist when using monthly returns. 

Furthermore, the use of daily returns seems to overcome issues of non-normal 

distribution of the sample. But the use of daily returns is not without problems, as thinly 

traded stocks can cause problems in the analysis. In this study, the problem is overcome 

by excluding such stocks, as it is recommended by Brown & Warner (1985).  Bartholdy, 

Olsen & Peare (2007) define thinly traded stocks, as stocks with a trade frequency below 

40 %. All data in the dataset are extracted with unpadded prices, which makes it 

possible to identify non-trading days for each company. The number of non-trading days 

are then summed up, and divided by the total amount of trading days (203) in order to 

obtain the return frequency. Companies with a return frequency below 40% are not 

included in the analysis. 

                                                        
14 This is 289 days, but looking at the trading days on the Oslo Stock Exchange we get 
200 trading days (Norwegian public holidays are removed). As the estimation window 
cannot overlap with the event window, which is 3 trading days, the last day in the 
estimation window is 20. February 2002.  
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Data search 

The data for the event study has been obtained from Datastream. As the law applies to 

all public limited companies in Norway, all companies on the Norwegian stock exchange 

have been searched for in Datastream. We are interested in the stock price reaction 

around the time of the event, and therefore only companies with daily price data 

available in the estimation and event window are extracted. We obtain an initial sample 

of 210 companies. After sorting out companies that have a trade frequency below 40 %, 

our sample is 137 companies. These companies are extracted with padded prices from 

Datastream in order to make return calculations easier and to identify if there are any 

companies that lack data for the full period. Only 7 companies do not have data for the 

full period, which leaves us with a sample of 130 companies.  

A number of companies in the sample are noted as AS-companies or other (for instance 

banks, which are denoted ASAA), and these are taken out of our sample, as the law is 

only affecting public limited liability companies, denoted ASA. This leaves a sample size 

of 85 ASA companies, and these are the companies that we wish to investigate further. 

 

Clustering 

When conducting an event study it is assumed that the event windows of the different 

companies do not overlap (MacKinlay, 1997). In the case of e.g. regulations being 

implemented, a large amount of companies are affected at the same time, and the event 

window of the different companies will overlap. This is also true for the companies 

under investigation in this case, as the same event date applies to all the companies. 

When the event window of the affected companies overlap, the covariance of the 

abnormal returns can no longer be assumed to be zero. This has to be corrected for in 

the study, which is done with the method presented by Schwert (1981). He suggests 

creating a portfolio of the securities of the affected companies, and thereby analysing the 

returns of a portfolio of affected assets, instead of the returns of the single assets. The 

return of the created portfolio will directly incorporate the cross-sectional dependence 

and thereby handle the problem with covariance of the abnormal returns. The return of 

such a portfolio will be: 
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Each company or security in the portfolio is given a weight, which is then multiplied 

with the company’s return at that point in time (Schwert, 1981). All weights must add 

up to 1. To find a portfolio of the 85 ASA companies a weight needs to be given to each 

company. As the return of the portfolio can differ substantially depending on which 

weight is used, we create two different portfolios; an equally weighted portfolio and a 

market capitalization weighted portfolio. By analysing both portfolios it is possible to 

capture if a viable large difference exists in the results created from the underlying 

return-differences of the portfolios. 

 

Following the methodology recommended by Schwert (1981), the abnormal return of 

the portfolio is obtained by finding the abnormal return of the single security at a given 

point in time and multiplying it with the security’s weight in the total portfolio. 

Summing up all the single abnormal returns will give the abnormal return of the 

portfolio. Also formulated like this:  

 

 

 

We are interested in the abnormal returns of the portfolio because we want to study 

whether the event is, on average, associated with a change in wealth (Kothari & Warner, 

2007, p. 10). 

 

The clustering of event dates creates problems with covariance amongst the return data 

of the companies. Creating a portfolio of the affected securities and looking at the overall 

portfolio instead of using the usual aggregation of abnormal returns, solves the problem. 

After adjusting for the clustering problem the event study can continue as usual. 

 

           N                                                                N 

ARpt =  Wi * ARit,                                  Wi = 1 
          i=1                                                                                        i=1 

 

           N                                                                N 

Rpt =  Wi * Rit,                                  Wi = 1 
          i=1                                                                                        i=1 
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Choice of benchmark 

In order to see if the share price of the companies affected by the Norwegian law reacts 

to the announcement, we use the abnormal portfolio return found using the above 

method. By comparing the affected companies’ movements in the stock market to those 

of non-affected companies, it will be possible to detect if the law has an impact. The law 

covers all public limited companies in Norway, which means that we can extract the 

remaining companies on the Norwegian stock exchange, and use those stocks to create a 

market portfolio as the basis for calculating the expected return of the ASA companies. 

Data for the benchmark portfolio was extracted from Datastream in the first data 

collection, where thinly traded stocks were sorted out, resulting in 130 companies. Out 

of the 130 companies 85 ASA companies was carried on in the analysis – the remaining 

45 companies are listed on the Norwegian stock exchange, but not subject to the 

regulation15, which means that they should be a good basis for the calculation of “normal 

performance” in the market. An equally weighted benchmark portfolio is created out of 

the 45 companies, and is referred to as portfolio P45. Because abnormal returns are 

calculated from the used benchmark, our results can be very sensitive to the choice of 

model. As mentioned before, portfolio P45 should be a good indicator of “normal 

performance” in the Norwegian market. We therefore use the daily returns of P45 as a 

direct measurement of “normal performance”. But because of the high sensitivity to the 

choice of benchmark we also wish to include an additional measurement in order to see 

if this will change our final results. Attention is hereby given to the known, and very 

used models, at hand – these are both statistic and economic models16. A number of 

additional models exist, but it is beyond the scope of this paper to go over all the models 

available.  

 

The Constant Mean-return model is the simplest model for normal returns. Here the 

expected return is equal to the mean return of the portfolio under investigation plus an 

error term. The Market model improves slightly on the constant mean-return model by 

removing the portion of the return that is related to variation in the market return. 

                                                        
15 These 45 companies are private limited companies (AS) and not public limited 
companies (ASA). 
16 See http://faculty.ndhu.edu.tw/~jlin/files/EventStudy.pdf  

http://faculty.ndhu.edu.tw/~jlin/files/EventStudy.pdf


 

 

34 

Rit = αi + βi *Rmt 

Hence the variance of the abnormal return is reduced. CAPM and its use was widely 

spread in the 70’s, but the method has been used less and less since. Other models are 

often seen as more applicable. 

 

Other statistical models are factor models, and the explanatory power of additional 

factors is often low, why the complexity of such models becomes unnecessary. Here we 

move forward with the market model, as this model provides the best mix of complexity 

and benefit, and it is widely used in event studies. We hereby have to two “models” as 

the basis for our abnormal returns, the market model and portfolio P45. We will later 

look at the difference generated in our results steaming from the use of different models. 

 

Estimation of market model 

The market model gives us the expected return for security i at time t: 

 
 
 

Alpha and beta are found by regressing the stock returns against the market return. Rit is 

the expected return of a given security i at a given point in time t, and Rmt is the return of 

the market portfolio m at a given point in time t.  

 

The market portfolio used here will be portfolio P45, as no Norwegian index without ASA 

companies can be obtained. As argued earlier, the portfolio P45 thereby becomes the best 

indicator of normal performance in the market. 

 

Based on the formula for the market model, it is evident that a constant relationship 

between the market portfolio return and return of the stocks is assumed. This 

assumption seems reasonable when using the constructed market portfolio, as 

movements in the Norwegian market and economy affect both the portfolio of ASA 

companies and the market portfolio. The difference between the two portfolios should 

basically come down to the impact of the regulation. This might not hold strongly in real 

life, as many factors, which we cannot control, come into play, and affect the return of 

the shares and portfolios. But the non-ASA companies are the companies that are most 
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ARASA = RASA – E(RASA) 

similar to the ASA companies, without being affected by the event. Therefore, the 

constructed market portfolio becomes our best estimate of the “normal performance” in 

the market. 

 

Using the alpha and beta estimates we can calculate the expected return (E(Rit)) for each 

point in time, and use this measurement to find the abnormal return (AR) of the 

portfolio at a given point in time t: 

 

 

To highlight the significant difference there is between the different models of choice, 

the median, average, minimum and maximum abnormal returns has been calculated on 

the basis of both the equally and market value weighted portfolios. Both based on 

abnormal returns using both the market model and the benchmark model (P45):  

 

 

 

 

 

 

 

 

 

 

It is evident that the use of different models yield very different results when it comes to 

the above measurements.  

 

 

 

 

 

 

 

Table 6: Median, Average, Minimum and Maximum based on different model combinations 



 

 

36 

Hypothesis and test statistics 

The most used hypothesis to test is, that the event generates 0 abnormal return (Kothari 

& Warner, 2007), which is why this is also the hypothesis that is undertaken in this 

paper. Furthermore, we would not expect a positive reaction in the stock market after 

detecting a negative relationship between shareholder return and share of women in the 

boardroom. 

 

In order to investigate whether the H0 hypothesis can be rejected or not, the t-statistic 

presented by Schwert (1981) will be used:  

 

 

 

 

Here the abnormal return of the portfolio is the sum of the weighted average of the 

abnormal returns of the 85 ASA companies in the event window. Hereby, equal weight is 

put on the 3 event window days. 

Using portfolio theory, we know that the standard deviation of the portfolio will be 

smaller than the sum of the weighted average of the single companies’ standard 

deviation. If all companies are perfectly correlated the portfolio standard deviation will 

be equal to the sum of the weighted average of the single companies’ standard deviation. 

The standard deviation of the abnormal return is calculated using portfolio theory and 

matrices.  

 

In order to be able to conclude on our hypothesis in relation to the t-statistic we need a 

critical value. It is calculated using the function NORMSINV in excel. 

 

 H0: The announcement of change in the Norwegian board composition 
generated 0 abnormal return 

tp = 

   

ARp(EW)          

    √σ2 

where 

              N   

ARpt = wi * ARit, 
             i=1                                                                                           
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Findings 

Calculating the t-statistics for the equally weighted portfolio and the market value 

weighted portfolio, both based on the abnormal returns generated using the market 

model and the benchmark model yields 4 different t-statistics.  

 

 

 

 

 

 

 

 

What is very interesting about the statistics is that the sum of the abnormal returns in 

the event window goes from negative to positive when using the market value weighted 

portfolio instead of the equally weighted portfolio. This could indicate that the weight on 

each asset in the portfolio is highly important to the sum of the abnormal returns.  

When scrutinizing the data used, we can explain the jump from negative to positive. In 

the equally weighted portfolio each asset has 

a weight of 1,1765% (1/85 assets), which 

yields a negative abnormal return in the 

event window, whereas the market value 

weighted portfolio gives different weights to 

each asset based on the market value of these 

assets. When looking at the weights given and the sum of the abnormal returns for each 

asset in the event window, it is evident that most of the assets with a weight above 

1.1765 % yields a positive sum of the abnormal returns. Taking the sum of all the assets 

with a weight above 1.1765 %, therefore also yields a positive abnormal return – in this 

case 20.087% (market model) and 19.734% (benchmark model). As approximately 80% 

Table 7: T-statistics with 4 different model combinations 

Table 8: Portfolio weights 
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of the portfolio weight is placed in these assets, we would expect a positive sum of the 

abnormal returns of the overall portfolio, which is exactly what we obtain17.  

 

When we move focus to the results generated using the market model vs. the 

benchmark model it is clear that the choice between these two models does not yield as 

large differences as the choice between portfolio weights does. The sum of the abnormal 

returns in the event window using the equally weighted portfolio is -1.411 %, when the 

market model is used to obtain the abnormal returns, and -1.439% when the benchmark 

model is used. The results generated using the two different models must be said to not 

differ significantly, and the same seems to be evident when looking at the market value 

weighted portfolio. Here, we generate 2.2372% using the market model and 2.210% 

using the benchmark model.  It is therefore tempting to simply conclude that the choice 

of expected return model is not critical, but we have to bear in mind that the same assets 

(portfolio P45) sets the base of both models. It would therefore be interesting to see if the 

conclusion can be backed up when applying a 3rd expected return model, which is not 

based on the portfolio P45. For this purpose, we turn our attention to the Danish stock 

index. Ahern & Dittmar (2012) argues that the announcement could have affected the 

other Scandinavian countries, Denmark and Sweden, as these might expect a similar 

initiative. This would make the use of Danish and Swedish indices useless, as these 

would then include a reaction to the event as well. The validity of using the Danish index 

in this situation is based on the short event window, and the surprising nature of the 

first announcement. Based on these conditions the argument will be, that the Danish 

stock market has not had time enough to react, and the returns in the Danish index will 

therefore be unaffected by the announcement in Norway. Hence, the Danish index will 

work as a model for expected returns in the market. 

                                                        
17 Intuitively this makes sense, as the market capitalization is made up of price*shares. 

The higher price (or the more shares) the more weight it will take up in the portfolio, 

and the higher price, the higher the abnormal return will be (bigger chance of it being 

positive). Hence, giving more weight to those with higher abnormal returns, will 

naturally lead to higher abnormal returns of the portfolio.  
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Different indices exists on the stock exchange in Copenhagen, but the one chosen for this 

purpose is OMXCB, which is a benchmark index comprising of the 50 to 80 largest and 

most traded shares, and furthermore it represents most industries18. Both price index 

and total return data can be obtained from Datastream, but yields no difference in the 

index return, why we become indifferent to either of them. We move forward with the 

price index. 

 

We run a regression with the returns form the 85 ASA companies and the Danish index, 

and then use the obtained alpha and beta to calculate the expected return. Here, we also 

use the market model as the basis for our expected return, but instead of using the P45 

portfolio as previously, the Danish index is now used as the market return. Hereby, we 

obtain the abnormal returns for both the equally weighted and the market value 

weighted portfolio, using a different expected return than earlier. Our results somewhat 

confirms that the large difference between abnormal returns in the event window is 

driven by the use of an equally weighted portfolio versus a market capitalization 

weighted portfolio, and not the use of different data in calculating the expected return. 

Using the OMXCB as the index in the market model gives an abnormal return in the 

event window of -1.993% when applying it on the equally weighted portfolio, and 

1.177% using the market capitalization weighted portfolio.  

 

 

 

In general the numbers are slightly lower using the OMXCB compared to the market 

value and the benchmark model, both based on portfolio P45, but despite the lower 

abnormal returns, we can infer a pattern that confirms our earlier conclusion; the 

abnormal returns in the event window seems to be highly effected by the weight on the 

                                                        
18 More information on the different indices can be found here: www.aktieplus.dk/aktie-
indeks.html 

Table 9: Abnormal returns in event window, including OMXCB 

http://www.aktieplus.dk/aktie-indeks.html
http://www.aktieplus.dk/aktie-indeks.html
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different assets in the portfolio, but not as highly influenced by the choice of the model 

used to calculate the expected returns. 

 

Looking at the abnormal returns as such, without looking at it in relation to something 

else, is, as such, not interesting. We therefore calculate the t-statistic, which takes into 

consideration the standard deviation of the abnormal returns.  

 

 

Comparing the t-statistics with the critical values it will be evident whether the 

hypothesis can be rejected or not.  

 

 

 

 

Recapping, the following hypothesis was investigated: 

 

 

 

 

When looking at the equally weighted portfolio we fail to reject the hypothesis both 

using the market model, benchmark model (P45) and OMXCB19. This means that we 

cannot reject that the announcement has generated 0 abnormal return, thereby, having 

no effect on the stock price of the companies. It is only at a 10 % confidence level, using 

the market model and OMXCB that it is possible to reject the hypothesis, and a 

significant effect is detected from the announcement. Our conclusion changes slightly 

                                                        
19 See table 12 

H0: The announcement of change in the Norwegian board composition 
generated 0 abnormal return 

Table 10: T-statistics with 6 different model combinations (including OMXCB) 

Table 11: Critical values 
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Table 12: Conclusion 

when looking at the market value weighted portfolio. Here, our t-statistics and the 

critical values indicate that the hypotheses can be rejected at a 5 % confidence interval 

using both the market and benchmark model. Hereby, we can conclude, with 95 % 

confidence, that the announcement did have an effect. Or stated differently, the 

hypothesis can be rejected with 95 % probability. The positive abnormal returns in the 

event window indicate that, the reaction in the stock market was positive to the 

announcement. It is only when we wish to conclude with 99 % confidence, that we are 

not able to reject the lack of effect using the market value weighted portfolio. 

 

Many of the results fail to reject the hypothesis, and indicate that the announcement did 

not generate any abnormal return in the market. The reason for the lack of reaction 

might be due to the nature of the announcement. It was highly unanticipated in the 

market, and the information had only been shared with very few people prior to the 

announcement – Ansgar Gabrielsen even refers to his method as terrorist tactics, due to 

the surprising nature (Ahern & Dittmar, 2012). This means that the announcement 

might not have convinced investors, as nothing on the specific implementation was 

announced. That means that investors would hardly know how to react, and as the law-

making process can be long, most investors could have chosen to lean back and wait for 

further information and action from the government before stepping to action 

themselves.  
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Discussion 

The law in Norway was not implemented with the goal of affecting stock prices and 

make investors wealthier, but the aim was to increase the share of boardroom positions 

held by women. In that sense the goal has been achieved, but has it had any costs? 

Clearly the answer is “YES”, when considering the negative effect the share of women in 

the boardroom has on the stock price in the market. But has there been other 

implications, and is it actually possibly to simply make this conclusion, or is there 

another layer of complexity that the quantitative analysis form does not consider? 

First of all, looking at boardroom compositions is extremely complex, and simplifying it 

to make it fit, in this case, a very limited, quantitative analysis is not showing the full 

picture. Board composition in itself is hard to measure, as it consists of both quantitative 

and qualitative characteristics, and another layer of complexity is added with the 

relationship and interaction between people and these characteristics20. This interaction 

between different factors can be hard to quantify and make measurable.  

 

Even factors that are quantitative can be hard to measure, because of differences in e.g. 

definitions. Take for instance the factor “experience” which is also used in this analysis; 

It consists of numbers, and should, as such, be easy to measure, but defining experience 

can create differences in the results. The method used in this analysis was based on the 

experience with boardroom work, whereas, other studies might include experience from 

non-boardroom positions. Furthermore, some might choose to scale it down further, 

and look at the non-boardroom positions that could contribute to relevant boardroom-

related experience. The choice between these factors comes down to a matter of 

definition, and data availability, and they could generate different results regarding the 

level of experience for each boardroom member, and thereby also for the analysis as 

such. It is not only differences in definitions that add complexity to the quantitative 

factors, when analysing the boardroom composition. The board consists of a number of 

different qualitative factors, which all differ from person to person. It could be points of 

view, shaped through a culture, relationships to other people, and personal values. All 

these factors can be hard to quantify, but they do play a big role in the way people act, 

                                                        
20 This is what is referred to as Group Dynamics by psychologist Kurt Lewin 
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which will also apply to the way they act in the boardroom. Looking at it from a gender 

perspective, it is often argued that women and men differ in their points of view, and 

bring different perspectives to the table. This has been one of the arguments towards a 

gender diverse board. But not only do people differ in points of view on a gender level, 

but also on a personal level, which means that different perspectives might not be due to 

gender, but to other factors such as culture, relationships, values etc.  

All of these things complicate the analysis of the board room and its composition, and 

the number of factors and interactions is never ending, making it an impossible task to 

take it all into consideration in the analysis. Yet, this does not mean, that these 

considerations should be completely ignored and they should still be in the back of one’s 

mind when concluding on a quantitative analysis of boardroom composition. 

 

Looking away from factors, quantitative analysis and impact on shareholder value, 

implementation of a law on gender equality in the boardroom can encounter other 

challenges. One big concern expressed by several companies when the law was brought 

up, was the amount of women available to fill the seats in the boardroom (Osborn, 

2002). Companies were concerned that they would not be able to find enough qualified 

women. Bertrand et. al. (2014) conclude that the post-reform female women were more 

qualified than previously. This could indicate one of two things; either the companies 

did not struggle with finding qualified candidates in the pool of female candidates, or the 

pre-reform female board room members were simply very low on qualifications, making 

it possible for post-reform women to have higher qualifications than the pre-reform 

women, but at the same time still have lower qualifications than their counterpart 

males. The paper from Bertrand et. al (2014) shows that the post-reform women, on 

average, has half a year of additional education compared to the pre-reform women, and 

on this basis they conclude that the skills of post-reform women are closer to the skills 

of their counterpart males, than those of the pre-reform women. This indicate that the 

latter option is probably the most likely. 

 

All companies have complied with the law, and now consists of 40% women on a 

boardroom level, so in that sense the law is a success. But as discussed above there 

might still be factors that affect the quality of the new boardroom composition. Besides 
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the lower qualifications of women, as discussed above, one might also be concerned 

with the amount of boardroom seats each woman takes on; at an extreme, only a fairly 

small amount of women could take on almost all the boardroom seats designated for 

women in Norway. This phenomenon is referred to as the “Golden Skirts”; few highly 

qualified women sit on several boards, which has led to the fulfillment of the quota for 

the single companies, but the overall number of women holding a boardroom position 

has not increased as predicted (Sweigart, 2012). Sweigart (2012) uses one example of a” 

Golden Skirt” in her research on the Norwegian model and its possible implementation 

in US and Canada; Norwegian Executive Mai-Lill Ibsen sits on 179 boards and is 

chairman of 3 Norwegian companies and 1 Danish company21. If each qualified woman 

takes up this amount of seats, it would not become a problem for companies to fulfill the 

quota, but what is the actual quality of the work delivered from these women? It can be 

hard to deliver full quality work to all, if you take on this many boardroom positions. 

Mai-Lill Ibsen herself was against the quota implemented, but she points out that it was 

not difficult to find qualified women, but she does not mention, whether this is due to 

women taking on more boardroom seats than men, or if it is because there is actually 

many highly-qualified women to choose from (Bitti, 2010). Again, we come back to the 

question of efficiency and quality in the work delivered by these “Golden Skirts”.  

 

Besides all the concerns with investor values and quality in the delivered performance 

from the post-reform women, there is also an ethical aspect to consider when looking at 

the male counterparts in the boardroom, because what happens to them, when the 

boardroom is all of the sudden filled up with women. The companies have had two 

options when trying to reach 40 % women; either increase the size of the board by the 

needed amount of women, or replace current male board members with females. 

Research has shown that the board size has an effect on company value, and when it 

increases above a certain level, the costs of having a board rises above the benefits, 

making it affect the company value negatively (Jensen, 1993). Jensen (1993) suggests 

that the cut-off point is 8-9 boardroom members. If the companies simply choose to 

                                                        
21 Treanor (2013) points out that the amount of posts, after leaving the Unifor 
Foundation, is down to 10. 
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increase the board size and not replace the pre-reform male board members with new 

female board members, it could explain the seemingly negative impact the women have 

on share returns. That way it might not be the women that have a negative impact but 

the larger boards, and the costs associated with such boards. Let us therefore take a look 

at the trend in board room size over the analysis period using the same data as used in 

the previous regression analysis. The average board size for each year is calculated and 

is graphically demonstrated here: 

 

 

 

It is evident that the board size has not changed significantly, and especially not gone up. 

If anything the average size of a board has gone down slightly over the years. It does 

therefore not seem reasonable to use the increased board size as an explanation for the 

negative return, backing up the earlier conclusion made in this paper, which says that 

the share of women does have a negative influence in investor value and return to 

investors. The lack of increase in the average board size must indicate that pre-reform 

male boardroom members have been replaced with new female boardroom members, 

Figure 4: Change in boardroom size (2000-2011) 
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and this brings us back to the ethical discussion. The law is made because it is believed 

that women do not get the same possibilities as men when it comes to e.g. work, and 

especially within the higher layer of the workplace where the boardroom belongs. So in 

order to give the women more options, we take away the option for some men to stay in 

their position. This removal of options is based on gender, so is that actually better than 

the lack of options for women, or is it not simply removing the problem from one gender 

to another? So what makes it acceptable to take the option from one gender and give it 

to another? Is it the fact that men have had better possibilities for years, and now it is 

the women’s turn? The whole discussion on whether it is acceptable and ethical to not 

give the same possibilities to one group, but give it to another has been around for ages. 

Up until now, women have been seen as a minority, when looking at boardrooms and 

the gender differences, but as the quotas “fixes” this, does it also create another ethical 

discussion from the male perspective? Not that men have become minorities in the 

boardroom, but what about the male board members that had to give up their seats 

because they simply had the wrong gender? The period from the first suggestion in 2002 

to the mandatory implementation in 2008 has been fairly long, and with the average 

male board member being 55 years, we could assume that some of the male members 

have been faced out through natural retirement, but that cannot count for all replaced 

members. And not only replaced members, but also new applicants were affected. We 

must assume that in a transition period the companies (almost) only looked at female 

applications in order to help them achieve the quotas, making male applicants 

chanceless from the beginning.  

 

One of the most used arguments for implementing diversity in the boardroom is the 

different perspectives it brings. But what happens to these different perspectives when 

entering a group? According to cultural assimilation22, people will attempt to adapt to 

the dynamic of the group that they are entering with the goal of being accepted as a part 

of the group. This is a basic instinct in human beings, so would this not also happen in 

the context of a boardroom? The consequence of this will be that the different 

perspectives brought into the board due to the gender differences will diminish, as 

                                                        
22 Building on assimilation theory amongst immigrants developed by William I. Thomas 
and Florian Znaniecki 
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females will try to imitate their male counterparts. Hereby one could expect that the 

benefits from gender diversity is lost. 

 

Another danger of implementing regulations and legislations and forcing up the share of 

women in the boardroom, is that these women become merely tokens. They become a 

part of the board as a way to meet the legal requirements set by the government, but 

they are not actually involved in the work done by the board, and they do not have any 

influence. Because of the low amount of female directors in the boardroom, Torchia, 

Calabró & Huse (2011) argue that the women can be seen as tokens, as their influence is 

not significant. They attempt to find the “critical mass”; the number of women on the 

board of directors, that will contribute to firm innovation, and thereby help create firm 

value. In their conclusion, they state that at least 3 women in the boardroom will 

increase the innovative thinking compared to a homogenous male-dominated 

boardroom. On the basis of their findings they argue that boards will benefit from the 

different perspective, values, approaches etc. brought on by female directors, if the 

number if these is at least 3. Yet, they do not look at the financial aspect of these factors. 

Women might contribute with a different way of thinking, and diverse perspectives and 

values, but do these, as such, actually create value for the shareholder, or is it merely in 

theory that these qualities are good to have on board? Findings could suggest that the 

latter is the case. The increased innovation, and diverse values, perspectives etc. that 

these women bring to the table might benefit the company, but these benefits could be a 

different story when also considering the increased costs that are associated with 

bringing diversity into the boardroom. It might end up becoming an expense if the 

benefits are not high enough to balance out the costs incurred. For instance Earley & 

Mosakowski (2000) argue that members of homogenous groups communicate more 

frequently as they are more likely to share the same opinion. Lau & Murnigham (1998) 

continues down the same lane, and argue that the expense associated with more women 

in the boardroom is due to the diversity created. This will in turn give rise to more 

opinions and critical questions, making decision-making more time consuming and less 

effective.  
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Even though there has been a large increase in female board members following the 

implementation of the quota, the number of chairmen and CEO positions occupied by 

women has remained below 5 % (Ahern & Dittmar, 2012). It has been shown that the 

appointment of a female director in Singapore between 1998 and 2002 increased the 

share value over the 2 days following the announcement (Terjesen, Sealy & Sigh, 2009). 

The increase was even higher if the new appointment was a CEO. On the other hand, the 

same research shows that there is no link between the proportion of women on the 

board and shareholder value. This indicate, at least in Singapore, that females are not 

adding value by simply occupying a seat in the boardroom, but they have to have the 

influence of a director or CEO to create any effect in the stock market. On the other hand, 

Lee & James (2007) find a more negative reaction to a female than a male CEO 

appointment in the United States, but the reaction is less negative than the reaction to 

the appointment of an outside male hire. This indicates that male CEOs are preferred 

over females, but females are more appreciated than a CEO hired from outside the 

company. 

 

Even though Norway has had a large focus on equality between genders, there has still 

been an earnings gap between genders. But with the implementation of the law, and 

more women entering the boardroom on that background, Bertrand et al. (2014) finds 

that the gender gap in earnings within the board has fallen substantially. Yet, they do not 

find any evidence that the tendency is reflected in other parts of the company, not even 

within top management. Even women that hold the same qualifications as the ones in 

the boardroom do not experience the same earnings equality if they are not a part of the 

board; the effect seems to only apply to those women that hold a seat in the boardroom. 

On this background, Bertrand et al. (2014) concludes that the law has had little effect on 

women in business – only those in the boardroom are positively affected, at least when 

it comes to equality in earnings across the genders. 

 

A lot of factors play a role in gender equality in the boardroom, and different approaches 

can be undertaken to fight the problem. It is evident that there is not “one best way”, and 

that a holistic approach is a large task. On the other hand, looking at only one approach 

and one side of things, is not going to generate the optimal results. Most importantly, the 
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context has to be taken into consideration. The different contexts can also be an 

explanation to the large difference in results across countries. For instance, in 

Scandinavian countries there seems to be no relationship between female board 

members, and firm performance (see e.g. Ahern & Dittmar, 2012; Randøy, Thomsen & 

Oxelheim, 2006; Bøhren & Strøm, 2005), whereas research has detected a positive effect 

in Spain (Campbell & Vera, 2009). One explanation for this could be the difference in 

investor protection that exists between the two countries. Where the law highly protects 

Norwegian investors, the extent to which investors are protected in Spain is lower 

(Ahern & Dittmar, 2010). With low investor protection imbedded in the law, it creates a 

larger need and reliance on corporate governance and the board. Hereby the role of the 

board becomes even more important, than what it is in countries where investors are 

better protected by the law. This is one example of the importance of the context, and 

why it is important to consider, when implementing initiatives, such as legal steps to 

minimize gender gaps. Another consideration would be the reaction of the affected 

companies, as a quota is imposed on them. As the change is so big and pervasive, they 

might try and avoid being affected by it. Ahern & Dittmar (2010) identifies two ways in 

which it is possible for companies to do this; they could change the company form from 

ASA to AS or operate from another country. They find a significant decrease in the 

amount of ASA companies, and an equivalent increase in the privately limited companies 

(AS) indicating that many companies chose to avoid the legislative initiative by changing 

their company form. Furthermore, the research shows that companies that were facing 

larger changes, hence, they had less women in the pre-reform boardroom, were more 

likely to try and avoid the law, and the larger the change, the more likely it was that they 

chose avoidance through a change in incorporation. This also indicates that one model 

cannot simply be copied from one environment into another, without adjustments and 

adaptions into the new context. This is also in line with the argument that monitoring 

goes up with board diversity. As monitoring carries costs for the company, diversity 

carries costs. If the benefits of higher monitoring is non-existing, due to an already 

satisfying level of monitoring, which will be easier to achieve in countries with high 

investor-protection, then the company will only incur expenses tied to the increased 

diversity in the boardroom.   
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Conclusion 

The topic of gender equality and the use of quotas has never been more popular 

following the financial crisis and the announcement and execution of quotas in 

Norwegian business. It is a topic that has spread across many other countries, and it is 

an inevitable question in policy making. The announcement of the law in Norway came 

before the financial crisis spiralled, and its execution and additional steps has been 

taken as the crisis was at its highest, and both events have played a big role in the large 

attention given to corporate governance and the role of the board. Combined with the 

increased focus on gender equality in all aspects, the increased focus on gender equality 

in the boardroom can almost be said to be bound to happen. 

 

This paper has attempted to see the implementation from a financial perspective, even 

though the creation of investor wealth was not the goal. Using data from Norwegian 

companies on the board composition, and the equivalent share price, a relationship 

between the share of women in the boardroom and the return to investors was 

established by using a simple regression analysis. The results indicate a negative 

relationship, and for each 1% increase in the share of women in the boardroom, a 

company experience approximately 0.477% lower returns. Significant negative impact 

on share price is detected where the share of women in the boardroom is higher than 20 

% and less than 50 %. When having over 60 % women in the boardroom, a positive 

impact is found, but looking at the used dataset, it seems, that this switch in signs is 

merely due to few observations with more than 60 % women in the boardroom, and it 

would therefore be misleading to conclude anything on this basis. Previous research in 

the area has suggested that the negative relationship between the proportion of women 

in the boardroom and investor returns could be explained by underlying factors such as 

experience, age and network. On this background the factors are examined, but no 

significant relationship between the single factors and returns is found. 

 

Furthermore, the reaction to the announcement of the law is analysed using event study 

methodology. The null hypothesis is that the announcement of change in the Norwegian 

board composition generated zero abnormal return. The first day of the announcement, 
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February 22 2002, is used as the starting point for the analysis, and using the theory of 

clustering in event studies, the abnormal returns around the event date are found. To 

establish the abnormal return, we must first find the normal return, for which various 

methods exists. In order to test the model sensitivity the normal return is established 

using 3 different approaches; market model, benchmark model and a Danish index.  

 

To overcome the problem of clustering a portfolio has to be created based on the 

abnormal returns. 2 different portfolios are created; equally weighted portfolio and a 

market capitalization portfolio. Again, this is done to see if they yield massively different 

results. Based on the abnormal portfolio returns it is clear that the choice between 

models that generate the “normal” return, market model, benchmark model and Danish 

index, is not generating ground breaking differences, whereas the choice of portfolio 

weight yields massively different abnormal returns. Using the equally weighted 

portfolio, a negative abnormal return is obtained, whereas it is positive when using the 

market capitalization weighted portfolio.  

 

The analysis generates 6 different t-statistics, all compared to the critical values at the 

1%, 5% and 10% confidence level. It is fairly hard to detect a pattern in the results, and 

the only thing in common for all the t-statistics is that the null hypothesis cannot be 

rejected at a 1% confidence level. At a 5 % confidence level, the null hypothesis is 

rejected using the market value weighted portfolio combined with the market model 

and benchmark model, meaning that we can reject that the announcement did not have 

an effect on the return to investors. Using a 10 % confidence interval we fail to reject the 

null hypothesis when combining the benchmark returns and equally weighted portfolio 

and the Danish index and the market value weighted portfolio. It is evident that a clear 

answer is hard to detect, due to the high sensitivity to the choice of portfolio combined 

with the different measures of “normal” return. Maybe this high sensitivity is actually 

the most interesting finding, as it indicates the importance of the choices made along the 

way, and how different results can be obtained simply changing a (small) factor in the 

model. 
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A number of other factors, besides the financial factors are also discussed in the paper in 

an attempt to give a slightly more holistic view of gender quotas and the problems or 

considerations that should be thought through before implementing it. One of the 

arguments against implementing the quota in Norway, from the businesses, was that the 

number of qualified women was too low. Yet all businesses have managed to find 

enough women to meet the quota, and it seems that the newly post-reform women are 

better educated than prior to the reform, but at the same time there seems to be a few 

“Golden Skirts”. Even though women in the boardroom are (in general) better qualified 

than before, they might still become merely tokens, and take up seats simply to meet 

quotas. Hereby, the benefits reaped from different perspectives generated by different 

sexes, diminishes, and the positive contribution disappears. Furthermore, assimilation is 

a large factor within groups. 

 

Additionally, there is a large ethical part in the implementation of quotas in Norway that 

is largely overlooked; if the boardroom size does not go up, it must mean that some men 

have to leave the board to make room for female board members. Even though some 

male board members might have left naturally (e.g. retirement) throughout the 

transition period, we must also assume that some were forced to leave in favour of a 

female member.  

 

All these are important factors to take into consideration when implementing a quota. 

Furthermore, the context, meaning culture, country, legal context etc., also plays a big 

part. Due to different contexts, a model cannot simply be copied from one context to 

another, but it can work as an inspiration, and a starting point, which can then be 

adapted to the context in speaking
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