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1. Introduction# #
!

Still!in!2014,!women!are!underrepresented!at!leading!positions!in!the!corporate!world!(SCB,&

Kvinnor&och&män&i&näringslivet&2013).!One!of!the!primary!causes!discussed!for!why!women!

are! absent! at! top! positions! is! a! fundamental! difference! of! expectations! concerning! family!

responsibilities! depending! on! gender.! In! this! study,! we! analyze! if! CEOs! with! children!

underperform,! in! regards! to! firm! performance,! compared! to! those! without! children.! As!

family!and!career!is!often!seen!as!a!negative!combination!and!a!hinder!for!women!reaching!

for! top! positions,! it! is! interesting! to! see! if! these! presumptions! are! based! on! any! financial!

substance.! ! ! ! ! !

! Our! study! assumes! that! the! CEO! does! have! influence! over! a! firm’s! performance,!

regardless! of! being! a! parent! or! not.! Evidence! that! the! CEO! matters! are! found! in! earlier!

studies! (Bertrand&and&Schoar&2003,&Adams,&Almeida,&and&Ferreira&2005,&Bennedsen,&PérezF

Gonzàlez,& and& Wolfenzon& 2008).! For! example,! “Kaplan,! Klebanov! and! Sorensen! (2012)”!

examine!how!different!characteristics!of!the!CEO!may!influence!performance,!and!find!that!

success! is!positively!and!significantly!correlated!with!efficiency,!commitments,!persistence,!

high! standards! and! holding! people! accountable.! However,! the! financial! literature! lacks!

empirical! studies! of! how! a! characteristic! such! as! parenthood! affects! a! firm’s! success.!

! There! is!a!consensus! in! the! literature!of!gender!and! leadership! that!women!have!a!

systematical!disadvantage!when! it! comes! to!being!appointed! the!CEO!position.!“Eagly!and!

Steffen!(1984)!“!write!about!how!gender!stereotypes!keep!women!in!lower!status!roles!and!

that!these!stereotypes!stem!from!perceivers’!observations.!What!hinders!women!is!not!that!

they! don’t! want! the! higher! positions,! but! rather! the! social! context.! The! effect! of! social!

structures!and!norms!on!how!we!think!and!act!in!everyday!life!is!not!always!clear.!Therefore,!

we! argue! that! our! question! is! not! only! interesting! from! the! individual! perspective! of! a!

potential!CEO!candidate,!but!also! important! from!a! recruiting!and!a! firm!perspective.! It! is!

impossible! to! avoid! the! subjective! aspect! when! a! recruiter! evaluates! different! CEO!

candidates.! The! subjective! assessment! may! therefore! be! affected! by! that! individual’s!

personal!assumptions!and!ability!to!be!norm!criticizing.!With!the!earlier!evidence!that!social!

structures!and!norms,!still!today,!are!assuming!women!to!take!more!responsibility!at!home!

and!deprioritize!work,!it!is!not!a!very!unrealistic!guess!that!also!recruitment!teams!to!some!
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extent!think!and!act!upon!similar!norms.!We!develop!our!first!hypothesis!based!on!an!idea!

that!many!women!aspiring!for!higher!positions,!as!well!as!the!recruiters!of!higher!positions,!

have! underlying! presumptions! about! women! and! leadership.! Consequently,! they! may!

occasionally!act!without! criticizing!norms,!and!hence!our! first!hypothesis! reads!as! follows;!

due&to&social&structures&in&our&society,&combining&family&with&career&is&a&greater&problem&for&

women&than&for&men.! ! ! ! !

! Sweden!placed!as!number!4!in!the!Global!Gender!Gap!Report!of!20131.!Though!this!is!

a! decrease! in! ranking! from! earlier! years,! comparing! with! the! rest! of! the! world,! Sweden!

seems! to! be! among! the! best! at! gender! equality.! Surely,! most! Swedish! firms! have! today!

realized!the!potential!profit!gains!of!having!a!diverse!company!as!well!as!the!attractiveness!

of!equality!numbers!to!the!public.!However,!looking!at!the!leadership!positions,!the!numbers!

are!far!more!depressing!(SCB,&Kvinnor&och&män&i&näringslivet&2013).!We!believe!that!in!order!

to! see! actual! change! in! the! percentage! of! women! at! top! positions,! it! is! not! enough! to!

establish!gender!equality!plans!within!firms!or!to!have!firm!specific!female!networks,!which!

is!how!most! companies!handle! the! issue.! Instead,! social! structures! that!may!keep!women!

from! top! positions! need! to! be! redesigned.! As! mentioned! earlier,! there! are! managerial!

studies!examining!how!the!gender! inequality!at!higher!positions! is! sustained!due! to! social!

structures.! These! studies! focus! more! on! the! reasons! behind! the! problem! and! the! moral!

perspective!of! inequality,!and!not! so!much!on!a! financial!perspective!with!potential!gains.!

The!purpose!of!this!study!is!to!challenge!repressive!social!norms!from!a!financial!perspective.!

We!believe! that! social!norms!and!structures!will! change!more! rapidly! if!potential! financial!

gains,!which!may!follow!from!a!more!diversified!top!management,!are!highlighted.!

! Potential! financial! gains! are! the! base! of! our! second! hypothesis.! We! assume! the!

common!idea!regarding!a!negative!relationship!between!having!children!and!being!a!CEO,!is!

more!based!on!social!norms!and!prejudices,!rather!than!on!financial!knowledge.!Our!second!

hypothesis!therefor!suggests!that;!having&children&as&a&CEO&does&not&have&a&negative&impact&

on&the&firm.&Instead,!we!believe!that!having!children!may!be!valuable!to!the!firm!E!a!theory!

supported! in! earlier! managerial& research! (Popper,& M.,& Mayseless,& Ofra& 2003).! In! these!

studies,! positive! personal! development! aspects! of! parenthood! are! examined,! such! as!

parents! being! better! at! compromising,! listening! and! supporting.! However,! once! again! the!

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
1!http://www.weforum.org/issues/globalEgenderEgap!
2!In!the!future,!referred!to!as!ROA!!
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studies!are!from!a!managerial!perspective!and!the!hypothesis!still!needs!financial!support.!If!

our! hypothesis! holds! it! would! imply! that! by! acting! upon! present! social! norms! and!

assumptions!when!appointing!the!CEO!position,!a!firm!wastes!the!potential!of!the!rejected!

candidates!and!by!that,!also!miss!out!on!future!financial!gains.!! !

! The! method! we! use! consists! of! OLS! regressions! with! multiple! controls! where! we!

include!Return!on!Assets2!and!profit!margin!as!endogenous!variables,!to!analyze!the!effect!of!

parenthood!on!performance.!Furthermore,!we!use!solvency!and!quick!ratio!as!endogenous!

variables!to!analyze!the!effect!of!parenthood!on!firm!risk.#The!extension!of!our!study,!which!

includes!solvency!and!quick!ratio,!is!primarily!an!ambition!to!strengthen!the!hypothesis!that!

parenthood!does!matter.!We!also!look!closer!on!how!the!effect!of!parenthood!differs!with!

the!number!of!children,!gender,!sizes!of!firms!and!different!industries.!!

! A! quick! glance! at! our! results! and! descriptive! statistics! indicates! that! our! first!

hypothesis! holds! since! only! 44%! of! the! female! CEOs! have! children! while! the! same!

percentage! for! male! CEOs! is! 62%.! This! distribution! is! in! line! with! our! assumption! that!

females!are!more!negatively!affected!by!the!prejudice!that!a!CEO!cannot!combine!children!

and!career.!! ! ! ! ! !

! The!results!from!our!regressions,!demonstrates!a!small!positive!affect!of!parenthood!

on! ROA,! profit!margin,! solvency! and! quick! ratio.! The! effects! are! statistically! significant! in!

regards! to! ROA,! but! the! significance! levels! vary! among! the! other! performance! and! risk!

measures.!The!results!support!our!second!hypothesis,!that!having!children!and!being!a!CEO!

are! not! negatively! correlated.!We! believe! there! is! a! need! for! further! research!within! this!

area!to!strengthen!our!findings.!Social!structures!are!not!changed!easily,!but!as!more!facts!

are! gathered! and! presented,! the! speed! of! that! development! will! hopefully! increase.! The!

results! imply! that!policies! to! facilitate! childcare! for!working!parents! are! valuable! to! firms.!

We!argue!that,!even!if!Sweden!is!a!country!known!for!its!generous!parental!policies,!there!is!

more!to!be!done.!!We!also!want!to!highlight!the!possible!prejudices!that!recruiters!may!have!

when! evaluating! CEO! candidates.!With! a!more! critical! mindset! towards! prejudices! in! our!

society,!and!with!further!studies!like!our!own!where!financial!numbers!are!in!focus,!we!hope!

that!more!women!will!be!appointed!the!CEO!position!in!the!future.!

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
2!In!the!future,!referred!to!as!ROA!!
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2.#Data#and#Methodology#
!

In!this!section,!the!method!used!to!create!the!dataset!we!base!our!study!upon,!is!described!

along!with!the!methods!used!to!perform!the!regressions.!!

2.1&Data&sources&&

!

In!our!study!we!use!the!following!data!sources:!!!

E Serrano!from!which!we!extracted!accounting!data!for!all!Swedish!firms!between!1997!

and! 2013.! This! data! included! accounting! items! from! balance! sheet! and! income!

statement,! organization! numbers,! group! and! ownership! information,! different!

geographical!locations!of!the!firms!etc.!Information!about!industries!was!in!the!form!

of! 5Edigit! SNIEcodes! as! well! as! a! more! general! classification! where! the! firms! are!

divided!into!twelve!different!industry!groups.!!

E We!also!used& Serrano! to!extract! information!about!board!members!and!CEOs.!This!

data!contained!information!on!the!names!and!titles!of!board!members!and!CEOs!as!

well! as! the! date! they! started! and! ended! their! employments.! The! data! covered! all!

Swedish!firms!between!1993!and!2013.!

E Riksarkivet3!was!used!to!extract!information!about!number!of!children!of!each!CEO.!

The!data!was!gathered!by!looking!at!the!living!situation!of!CEOs!together!with!birth!

years! of! family! members,! and! thereby! drawing! conclusions! regarding! number! of!

children! in! the!household.! The! information!was! collected! in! the!period!1970E1999.!

There!was!no!indication!of!when!during!this!period!the!children!were!born.!Besides!

number!of!children,!the!household!data!also!contained!information!like!gender!and!

age!of!the!CEOs.!!

!

!

!

!

!

!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!
3!”Sveriges!befolkning!1970”,!”!Sveriges!befolkning!1980”,!”Sveriges!befolkning!1990”!
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2.2&Merging&the&CEOFdata&with&accounting&information&

!

All!manipulation!of!the!data!was!made!using!Stata.!!!

We!begin!with!the!dataset!containing!board!members!and!CEOs.!As!the!study!is!focused!on!

CEOs,!we!removed!all!observations!regarding!individuals!with!other!titles.!We!also!removed!

all!CEOs!employed!for!less!than!6!months!as!we!argued!they!would!have!little!influence!over!

firm!outcomes.!A!missing!value!of!the!end!date!of!CEO!appointment!was!assumed!to!entail!

that!the!CEO!is!still!employed!by!the!firm,!and!the!missing!value!was!therefore!replaced!by!

the!current!date.!A!missing!value!of!the!start!date!of!CEO!appointment!was!in!a!similar!way!

assumed!to!indicate!that!the!CEO!was!already!employed!when!the!data!was!first!gathered.!

We! therefore! replaced! such!missing! values!with! the! 1st! of! January! 1993.!We!merged! this!

adjusted!dataset!with!the!accounting!information!on!only!organization!number.!To!adjust!for!

time,!we!dropped!observations!where!the!year!listed!in!the!accounting!data,!was!not!part!of!

the! CEO! employment! time.! With! the! objective! of! creating! a! somewhat! balanced! panelE

dataset,!meaning!we!wanted! to! have! only! one! observation! per! year! and! firm,!we! had! to!

make! sure! that! there!was! only! one! CEO! listed! for! each! year.! If! a! firm! had! switched! CEO!

during! a! year,! the! accounting! data! for! that! year! would! be! in! duplicate.! To! be! able! to!

accomplish!this!we!had!to!assume!that!the!CEO! initiating!the!year!would!stand!as!CEO!for!

the! entire! year,! regardless! of! if! there! had! been! a! switch! of! CEO! during! that! year.! This!

assumption! was! based! on! the! idea! that! the! CEO! initiating! the! year! would! have! greater!

influence!over!yearEend!outcomes!of!the!firm.!!

!

2.3&Merging&the&CEO&and&accounting&data&with&the&household&information&&

!

We!merged!the!previously!created!dataset!with!the!household!information!on!organization!

number! and! CEO! name,! and! kept! only! the! observations! with! a! match.! The! majority! of!

Swedish!firms!are!small,!privately!owned!firms!with!few!employees.!As!we!want!to!analyze!

how!the!CEO!being!a!parent!affects!a!firm,!we!want!the!CEO!title!to!entail!some!leadership.!

To!adjust!for!firm!size,!we!therefore!removed!all!firms!that!have!a!mean!of!employees!during!

the!entire!analysis!period!of!less!than!20.!As!we!based!this!limitation!on!mean!values,!there!
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will! still! be! a! few! yearEobservations!where! the! number! of! employees! is! less! than! 20.!We!

argue! that! the! CEOs! running! these! fast! growing! firms,! where! number! of! employees! has!

increases! to! that! extent! that! the! average! number! of! employees! is! above! 20! during! the!

analysis!period,!will!still!have!performed!a!great!deal!of!leadership.!These!observations!will!

therefore!not!interfere!with!our!results.!! ! !

! Firms! with! less! than! 4! yearEobservations! or! years! indicated! as! inactive! was! also!

removed.!After!analyzing!the!spread!of!CEO!age,!we!dropped!observations!where!the!CEO!is!

above!72!years!old.!The!CEOs!above!this!age!limit,!which!judging!on!the!spread!of!CEO!age,!

were!only!a!few!individuals,!were!assumed!to!be!rather!inactive!CEOs!as!they!were!reaching!

ages!above!7!years!after!the!normal!pension!age!in!Sweden.!Besides!this,!it!is!probable!that!

they! had! children! a! long! time! ago.! Perhaps! even! to! that! extent! that! their! children! had!

managed!to!move!out!of!the!household!before!the!gathering!of!our!household!data!began!in!

1970.!! ! ! ! ! !

! Observations!before!1999!and!after!2008!were!dropped.!This!period!of!analysis!was!

chosen!based!on!the!availability!of!the!different!data.!The!household!information!was!only!

updated! until! 2008! meaning! that! there! was! no! information! regarding! the! individuals!

appointed!as!CEOs!during!the!years!after!2008.!!Furthermore,!as!the!household!data!didn’t!

contain!information!on!when!the!children!were!born!during!1970E1999,!we!found!it!suitable!

to! start! our! analysis! after! this! period.! Notice! that! this! means! that! our! analysis! period! of!

1999E2008!is!after!the!period!when!the!household!data!was!gathered!(1970E1999).!Thus,!if!a!

CEO!has!a!child!after!1999,!it!will!not!show!in!our!data.!We!don’t!believe!that!this!will!cause!

a!large!bias!in!our!study,!as!the!majority!of!the!CEOs!are!around!50!years!old.!The!probability!

that!their!children!were!born!before!2000!is!thus!likely.!!

!

!

!

!

!

!
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2.4&Statistical&method&&

!

In! this! subsection,! the! statistical! method! used! in! the! regressions! is! described,! including!

purpose!and!description!of!endogenous!variables!and!controls.!!!

2.4.1&Basic&method&&

!

Our! dataset! is! a! panel! dataset!where! the! time! variable! is! year! (1999E2008)! and! the! cross!

sectional!variable!is!organization!number.!Our!goal!in!this!study!is!to!isolate!the!causal!effect!

of!the!CEO!being!a!parent!on!each!yearEend!outcome!of!a!firm!during!the!chosen!time!period.!

To! do! this!we! perform!OLSEregressions! using! firm! clustered! standard! errors.!We! use! firm!

clustered!standard!errors!to!avoid!the!effect!of!a!single!CEO!being!multiplied!due!to!his/her!

occurrence!in!multiple!years.! ! ! !

! We!create!a!number!of!dummies!crucial!for!our!regressions.!First!and!foremost!is!the!

dummy!parent,&which!is!a!variable!taking!the!value!1!if!the!CEO!has!children!and!0!otherwise.!

This! is! our! main! exogenous! variable.! We! also! create! dummies! based! on! the! number! of!

children!each!CEO!has.!We!divide!number!of!children!into!three!different!groups,!1!child,!2E4!

children!or!more!than!4!children,!to!see!if!the!effect!differs!depending!on!how!many!children!

the!CEO!has.!We!decide!on! these! three!groups!as!we!argue!that! they!will! represent! three!

different!type!of!family!constellations!defined!as!small,!medium!or!large!family.!In!addition,!

to! acknowledge! the! fact! that! there! might! be! differences! in! the! effect! of! having! children!

depending!on!the!gender!of! the!CEO,!we!create!a!dummy!representing!gender,! taking!the!

value!1!if!the!CEO!is!a!woman!and!0!if!the!CEO!is!a!man.!This!dummy!is!also!used!in!other!

regressions!as!a!control.!We!believe! this! is!a!crucial! control,!as!gender!of! the!CEO! is! likely!

correlated! with! both! firm! performance! and! parenthood.! There! could! be! differences! in!

female!versus!maleEleadership!affecting!performance!as!well!as!differences!in!how!the!CEOs!

are!affected!by!parenthood.!!

!

!

!
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2.4.2&Controls&used&in&the&regressions&&

!

In!all!of!our! regressions!we!use! time! fixed!effects.!We!control! for! industry!using! two!digit!

SNIEcodes! to! account! for! potential! industry! based! differences.! This! entails! 52! different!

industry!groups.!To!control!for!geographical!differences,!we!use!a!variable!describing!what!

county!each! firm! is! registered! in.!The!dataset!contains!21!different!counties,!which!means!

that!all!of!Sweden’s!counties!are!represented.!!!We!control!for!the!age!of!CEO!by!creating!5!

different!age!groups!with!10Eyear!intervals!(except!for!one!group!containing!all!CEOs!above!

60!years)! starting!at!age!20.!We! find! it! important! to!control! for!CEO!age!as!we!argue! it! is!

likely!correlated!with!both!firm!performance,!because!of!seniority!and!competence,!as!well!

as!with!parenthood.!The!link!we!make!between!parenthood!and!age!can!be!seen!as!a!proxy!

for!what!we!optimally!would!like!to!control!for!which!is!the!ages!of!the!children.!We!argue!

that! it!might!be!possible!for!the!effect!of!parenthood!on!performance,!to!differ!depending!

on!how!old! the! children!are.!Perhaps,!being! in! the! initial! stages!of!parenthood!where! the!

children! are! very! young,! the! family! life! demands!more! attention! and! time! than!when! the!

children!become!older.!Therefore,!it!could!be!possible!that!parenthood!effects!performance!

in!a!slightly!more!negative!way!in!those!years,!compared!to!when!the!children!are!older!or!

even!adults.!As!we!cannot!control! for! the!ages!of!children,!we!use!CEO!age! instead! in! the!

belief!that!the!two!are!closely!correlated.!! ! !

! To! control! for! firm! size!we! use! three! different! controls! –! total! assets! of! firm,! size!

categories!based!on!number!of!employees!and!net!sales.!!Firm!size!is!an!important!control!as!

it!probably!has!an! impact!over!differences! in! firm!performance!and!capital!structures.! It! is!

also!likely!that!the!size!of!a!firm!influence!the!degree!of!impact!over!firm!outcomes!the!CEO!

has.! In! a! small! firm! for! example,! it! is! probable! that! the! CEO! has! more! power! over! firm!

processes!and!decisions!than!in!a!larger!firm.!However!in!larger!firms,!the!leadership!aspect!

of!being!a!CEO!may!play!a!greater!role!and!parenthood!might!therefore!in!those!cases!show!

to! have! a! greater! effect! on! firm! outcomes.! Also,! it! could! be! possible! that! firm! size! is!

correlated! with! parenthood! in! the! sense! that! parents! might! be! drawn! to! some!

characteristics!of!firms,!including!some!firm!sizes.! ! !

! Other!controls!we!used!were!group&situation,!which!is!a!variable!indicating!if!a!firm!is!

part!of!a!Swedish!or!a! foreign!group.! In! the!performance!study!we!control! for! firm!risk!by!
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adding! for! example!debtEtoEequity! ratio! to! the! regressions.! In! the! firm! risk! studies!on! the!

other!hand,!we!control!for!performance!by!adding!for!example!profit.!!

!

2.4.3&Endogenous&variables&

!

The!focus!of!the!study!lies!on!ROA,!thus!we!perform!most!of!our!regressions!using!ROA!as!

endogenous! variable.! For! the! other! endogenous! variables,! we! only! perform! some! basic!

regressions! in! the! objective! of! deepening! our! understanding! of! the! effect! of! parenthood.!!

Our!endogenous!variables!are:!!

Performance!study:!!

E Return!on!Assets!(ROA)!–!calculated!as!operating!profit/loss!(after!depreciation!and!

amortization)!including!financial!income!divided!by!total!assets.!We!choose!to!focus!

on!ROA!as!a!performance!measure!as!we,!as!much!as!possible,!want!to!avoid!effects!

of! managerial! discretion! and! financing! decisions.! Also! looking! at! similar! research,!

ROA! is! a! measure! often! used! to! study! performance! (Shrader,& Blackburn,& and& Iles,&

1997).!!!

E Profit! Margin! –! additionally! in! the! performance! study,! we! look! at! profit! margin,!

calculated!as!total!profit!divided!by!net!sales.!We!choose!this!endogenous!variable,!

as! it’s! a! performance!measure! slightly! different! from! ROA! in! the! sense! that! profit!

margin! in! a! greater! extent! relates! to! firm! strategy.! However,! only! a! regression! on!

parent!is!performed.!!No!regressions!divided!on!industry,!size!or!gender!are!made.!!

Firm!risk!study:!

E Solvency! –! To! broaden! the! perspective! of! the! study!we!want! to! analyze! effects! of!

parenthood! on! firm! risk.! The!main! dependent! variable! in! this! part! of! the! study! is!

solvency,!calculated!as!total!equity!divided!by!total!assets.!We!choose!solvency!as!it!

describes!the!firm!capital!structure!and!captures!the!overall!risk!taking!of!the!firm!in!

a!clear!manner.!!

E Quick! ratio! –! calculated! as! total! current! assets! minus! total! inventories! divided! by!

total!current!liabilities.!This!dependent!variable!captures!the!risk!behavior!of!the!firm!
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in! other! ways! than! solvency! since! it! describes! liquidity! and! the! more! current! risk!

behavior! of! the! firm.! ! However,! only! a! regression! on! parent! is! performed.! No!

regressions!divided!on!industry,!size!or!gender!are!made.! !

Regressions!on!ROA!and!solvency!are!divided!upon!gender!to!examine!if!the!OLSEestimator!

on!parent!differs!depending!on!gender!of! the!CEO.! For!ROA,!we!also!perform! regressions!

divided!upon!industry!and!different!size!categories.!!

&

2.4.4&Typical&regression&

&

The!typical!regression!looks!as!follows:!!

yi.t&=&β0&+&β1parenti.t&+&β2&controlsi.t&+&ei.t&

where! yi.t! is! the! dependent! variable! for! firm! i! at! time! t,! parent! is! the! main! independent!

variable! and! ei.t! is! the! error! term.! The! controls! used,! differs! slightly! depending! on! which!

dependent!variable!we!regress.!

In!regards!to!our!performance!study,!the!nullEhypothesis,!which!we!would!like!to!reject,!is:!

H0
1:!parents!underperform!in!relation!to!nonEparents!

In!regards!to!our!firm!risk!study,!the!nullEhypothesis,!which!we!would!like!to!reject,!is:!!

H0
2:!parenthood!does!not!have!an!effect!on!firm!risk!

!

!

!

!

!

!
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3.#Results,#analysis#and#discussion##
!

In!this!section!we!discuss!and!analyze!the!main!findings!of!our!study.!

3.1&Descriptive&statistics&&

!

The! previously! described! method! resulted! in! a! dataset! consisting! of! 45573! numbers! of!

observations,!5567!numbers!of!different!firms!and!9624!numbers!of!different!CEOs,!of!which!

588! were! females! and! 9036! were! men.! Table! 1! E! section! 1,! which! can! be! found! in! the!

appendix,! summarizes! the! number! of! employees! of! our! firms,! number! of! children! of! the!

CEOs!and!the!age!distribution!of!the!CEOs.!By!looking!at!the!meanEvalues!one!can!say!that!

the!typical!CEO!profile! is!a!man!around!the!age!of!50,!having!approximately!1!child!and! is!

managing! a! company! with! 168! employees.! Already! in! our! descriptive! statistics! we! find!

several!indicators!in!favor!of!our!study.!Looking!at!graph!1,!that!depicts!how!the!number!of!

children! differs! between! female! and!male! CEOs,! the! data! indicates! a! support! of! our! first!

hypothesis! –! which! is! that! women! to! a! larger! extent! than! men,! find! it! hard! to! combine!

career!with!family.!62!%!of!the!male!CEOs!choose!to!combine!children!and!career,!while!only!

44%!of! the! female!CEOs!make! the!same!choice.!Graph!2!enhances! this!presumption!since!

the!number!of!children!range!between!0E7!for!male!CEOs,!but!is!a!more!narrow!range!of!0E4!

for!female!CEOs.!Looking!at!the!population!of!Sweden,!approximately!80%!of!men!and!86%!

of!women!choose!to!have!children,!which!implies!that!CEOs!generally!have!less!children!(SCB,&

Demografiska& rapporter& 2009:2,& Barn& eller& inte?& Resultat& från& en& enkätundersökning& om&

kvinnors& och&mäns& inställning& till& barnafödande).! This! is! interesting! as! it! points! towards! a!

pattern!that!women,! in!a! larger!extent!than!men,!have!the!perception!of!an!existing!trade!

off! between! career! and! family.! Due! to! those! perceptions,! many! women!might! therefore!

choose! not! to! aspire! for! leading! positions,! and! thus,! there! is! an! inefficient! resource!

allocation.! If! these!women! instead!believed! in! the!possibility! to!combine! family! life!with!a!

career,!firms!would!gain,!as!there!would!be!a!greater!reservoir!of!competence!in!the!labor!

market.!! ! ! ! ! !

! Looking! at! table! 1! E! section! 2,! there! is! a! vague! pattern! in! the! distribution! of!

performance,!measured!by!ROA,!depending!on!how!many!children!the!CEO!has.!The!mean!
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of!ROA!increases!from!10%!if!having!no!children!to!13%!if!having!seven!children.!Also,!the!

standard! deviation! is! smaller! for! all! mean! ROAs! of! CEOs! being! parents.! The! pattern! just!

described!implies!that!the!data!also!supports!our!second!hypothesis;!that!CEOs!with!children!

do!not!underperform.!The!fact!that!the!mean!of!ROA!is!not!negative!but! instead!increases!

with! the! number! of! children,! could! be! seen! in! the! light! of,! and! strengthen,! the! earlier!

managerial! studies! referred! to,! which! suggested! that! having! children! improves! ones!

leadership!ability.!By!having!several!children,!it!is!reasonable!to!assume!that!the!parenthood!

effect! could! increase! in! a! cumulative!way.!A! similar! pattern! is! visible!when! looking! at! the!

mean!of! solvency! for!CEOs!being!parents.!The!mean!of!both!quick! ratio!and!profit!margin!

supports!the!described!pattern!above!with!only!small!deviations.!

!

3.2&Main&statistical&tests&&

#

As! mentioned,! we! focus! our! study! on! ROA,! which! is! therefore! the! central! endogenous!

variable.! ! We! also! use! profit! margin! as! dependent! variable! to! widen! the! perspective! of!

performance.! In! the! objective! of! seeing! effects! on! firm! risk,! we! first! and! foremost! use!

solvency!as!dependent!variable!but!also!make!regressions!using!quick!ratio.!!

! All! regressions! are! made! with! both! robust! and! firm! clustered! standard! errors.!

However,! the! results!we!present!are!all!using! firm!clustered!standard!errors,!as! this! is! the!

method!most!suitable!for!our!data!and!purpose.!ROA!and!solvency!are!controlled!for!outliers!

by! removing! the! first! and! 99th! percentile!whilst!we! remove! the! 5th! and! 95th! percentile! of!

profit! margin! and! quick! ratio.! The! larger! percentiles! are! due! to! a! wider! spread! of! profit!

margin!and!quick!ratio.! ! ! ! !

! Looking!at!our!nullEhypotheses,!the!objective!with!our!regressions!is!not!to!pinpoint!

the!exact!effect!of!parenthood!but!instead!to!rule!out!a!negative!impact!of!parenthood.!We!

therefore! pay! special! attention! to! the! standard! errors! of! our! betaEcoefficients.! A! positive!

beta! with! a! small! standard! error! can! indicate! a! rejection! of! H0! ,! even! at! slightly! higher!

significance!levels.!!

!

!
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3.2.1&The&effect&of&parenthood&&

!

Table!2!shows!the!results!from!regressions!on!parent&and!our!child&dummies!with!different!

endogenous!variables.! ! ! ! !

! Looking!at!table!2!E!regression!1,!when!we!regress!ROA!on!parent,&we!observe!a!small!

positive!effect!of!0,72%,!significant!at!a!1%!level.!The!standard!error!is!0,0027,!which!gives!

the!beta!a!spread!consistently!above!0,! indicating!that!we!can!reject!our!nullEhypothesis!in!

regards! to! ROA.! These! results,! as! the! main! findings! of! this! study,! support! our! second!

hypothesis!discussed! in!the! introduction,!that!the!assumption!of!parenthood!as!something!

negative!for!a!firm,!is!more!based!on!social!norms!than!on!real!numbers!and!facts.!Being!a!

parent!as!a!CEO!does!not!impact!the!firm’s!performance!negatively!and!should!therefore!not!

be!viewed!as!an!obstacle!for!women!aspiring!to!topEpositions,!neither!an!undesirable!trait!in!

the!perspective!of!the!recruiters.! ! ! !

! Looking! at! the! results! of! regression! 3,! when! regressing! solvency! on! parent,& we!

observe!a! small!positive!effect!of!0,73%!of!parenthood!with!a! standard!error!of!0,0050.!A!

positive!effect! thus! implies! that! the!overall! risk!of! the! firm!decreases!with!parenthood,!as!

equity! increases! in! relation! to! assets.! Although! the! results! are! not! significant,! cautiously!

drawn!conclusions!can!be!made!comparing!beta!and!standard!error.!It!looks!like!the!spread!

of! the! OLSEestimator! for! parent& only! hold! levels! different! from! 0,! thus! the! effect! of!

parenthood! points! towards! a! rejection! of! our! nullEhypothesis.! The! fact! that! the! effect! of!

parent&on!solvency!is!consistently!above!0!when!comparing!beta!and!standard!errors,!imply!

that! parents! are! slightly!more! risk! averse! than! nonEparents.! However,!we! are! hesitant! to!

state! that! this! is! a! solid! conclusion! that! can! be!made,! but! rather! a! tendency! of! the! data.

! The!regression!results!of!regression!5!and!6,!regressing!profit!margin!and!quick!ratio!

on!parent,&although!showing!positive!betas!(profit!margin!0,07%!and!quick!ratio!15,54%),!as!

they!are!not!significant!and!the!standard!error!is!around!the!size!of!the!beta!itself,!it!is!very!

risky! to! draw! any! conclusions! at! all.! However,! it! is! comforting! that! we! do! not! find! any!

significant!results!pointing!in!opposite!directions!than!what!our!other!regressions!indicate.!!

#

#
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3.2.3&Diverging&effects&depending&on&number&of&children&&

!

Instead!of!regressing!on!parent&we!also!perform!the!same!regressions!on!our!child!dummies!

representing! different! number! of! children.! However,! only! using! ROA! and! solvency! as!

endogenous!variables,!not!profit!margin!or!quick!ratio.!The!results!of!these!regressions!can!

be!found!in!table!2!–!regressions!2!and!4.! ! !

! The!most!interesting!results!from!these!regressions!concerns!ROA.!We!can!observe!a!

pattern! with! an! increasing! beta! for! increasing! number! of! children,! when! looking! at! the!

results!of! regressing!ROA!on!our! child!dummies.! The!effect!on!ROA!of!having!one! child! is!

0,54%.!Although!it’s!not!significant,!it!is!likely!to!stay!above!0!as!the!standard!error!is!0,0035.!

The!effect!of!having!2E4!children!is!0,79%!and!significant!at!a!1%!level.!The!effect!of!having!

more!than!4!children!is!3,25!%!and!significant!at!a!10%!level,!with!a!standard!error!of!0,020.!

These!results!strengthen!the!pervious!results!of!regressing!ROA!on!parent.& ! If! the!effect!of!

parenthood! increases! positively! with! an! increasing! number! of! children,! it! supports! our!

second! hypothesis! that! parenthood! does! not! have! a! negative! effect! on! performance! as!

having! more! children! most! probably! mean! that! the! CEO! is! more! affected! by! his/her!

parenthood.!The!results!also!support!a!rejection!of!the!nullEhypothesis!1.!

! Furthermore,!it!could!be!argued,!as!we!observe!a!quite!large!increase!of!beta,!having!

more! children! means! that! the! personal! developments! that! goes! along! with! parenthood!

creates!superior!leadership!resulting!in!CEOs!with!larger!families!overEperforming!CEOs!with!

small! families.! The! increase! of! beta! also! demonstrates! a! strong! correlation! between!

parenthood!and!performance.! ! ! !

! The!results!of!the!same!regression!but!with!solvency!as!dependent!variable!show!no!

significant! results! other! than! beta! for! the! dummy! representing! if! the! CEO! has! one! child!

which! is! 1,2%! and! significant! at! a! 10%! level.! The! betas! of! the! other! two! child! dummies,!

besides!not!being!significant,!also!have!higher!standard!errors!than!the!beta!itself,!giving!us!

no!indication!of!trends.!!

!

!

!
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!

3.2.4&Differences&in&the&effect&of&parenthood&depending&on&gender&&

!

Table! 3! shows! the! results! when! dividing! the! regressions! of! ROA! and! solvency! on! parent&

depending!on!gender.!This!regression!is!interesting!as!it!might!be!possible!that!the!positive!

effect!of!parenthood! seen! in!previous! regressions! could!differ! a! lot!depending!on!gender.!

Results! in!previous!regressions!show!the!combined!effect!of!parenthood!from!both!female!

and!male!CEOs.!Thus,!a!potential!negative!effect!of!parenthood!for! female!CEOs,!could!be!

hidden!by!being!outweighed!by!a!positive!effect!of!parenthood!for!male!CEOs.! It!could!be!

possible! that! because!women! are! assumed! to! take!more! responsibility! at! home,! they! are!

more!negatively! affected!by! the!downsides! of! parenthood! combined!with! a! CEOEposition.!

For!example,!women!could!possibly!feel!obligated!to!spend!more!time!at!home!because!of!

social!norms!and!expectations,!which!would!therefore!steal!time!and!focus!from!their!work!E!

resulting!in!underperforming!their!male!counterparts.!As!our!study!has!a!gender!perspective!

and!questions!whether!women!have! to!choose!between! family!and!career,! it! is! important!

that!we!rule!out!a!scenario!such!as!the!above.!! ! !

! The!results!show!that!the!effect!of!being!a!parent!on!ROA!is!2,37%!for!female!CEOs!

(significant!at!a!5%! level)!and!0,59%! for!male!CEOs! (significant!at!a!5%! level).!This! implies!

that!female!parents!actually!outperform!male!parents.!The!results!confirm!that!the!positive!

effect! of! parenthood! on! ROA! holds! when! looking! at! only! women.! These! results! are! also!

interesting!as!they!relate!to!our!first!hypothesis!discussed!in!the!introduction,!that!women!

more!often!question! the!possibility! to!combine!career!with! family.!They!also! relate! to! the!

discussion! of! the! prejudices! some! recruiters!may! have! towards! recommending!women! as!

CEOs.!With! the!assumption! that!mothers! are!more! focused!on! family! and!might!prioritize!

differently!one!had!expected!the!beta!of!parent&for!female!CEOs!to!be!negative.!Instead,!the!

positive!beta!implies!that!the!prejudices!are!most!probably!misallocated!and!women!should!

not!have!to!feel!hesitant!about!potentially!combining!family!and!career.!!

!

!

!
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3.2.5&Differences&in&the&effect&of&parenthood&depending&on&industry&

!

We! perform! regressions! divided! up! on! industry! with! ROA! as! endogenous! and! parent& as!

exogenous! variable.! The! results! of! these! regressions! can! be! seen! in! table! 4.! It! is! not!

surprising! to!see! that!only! two!of!our! industry!groups!show!significant! results,!as!we!start!

out! with! a! quite! small! sample.! Dividing! the! sample! up! into! 12! groups! leads! to! few!

observations! in! every! group.! The! two! industries! showing! significant! results! are! “Shopping!

goods”!and!“Finance!&!Real!estate”!with!a!beta!of!1,66%!and!3,01%! respectively.!Both!of!

these! betas! have! standard! errors! relatively! small! compared! to! the! size! of! beta.! All! other!

industries!have! standard!errors! approximately! in! the! size!as! the!beta! itself.! Together!with!

the! fact! that! these! industries! show! no! significant! result,! it! is! hard! to! draw! any! solid!

conclusions.!What!we!can!conclude! from! this!part!of! the! study! is! that!none!of! the! results!

stands!in!opposition!to!the!main!results!of!our!study.!We!find!no!significant!negative!effect!

of! parenthood,! all! significant! results! point! in! the! same! direction! as! our! previous! results.

! It! would! have! been! interesting! if! we! had! found! differences! in! the! effect! of!

parenthood! depending! on! industry,! as! it! would! have! indicated! that! some! industries! are!

better!at!encouraging!and!utilizing!the!effect!of!parenthood.!Seeing!as!we!observe!a!positive!

effect!of!parenthood!in!this!study,!less!developed!industries!would!gain!on!learning!from!the!

more!advanced!industries!regarding!ways!to!take!advantage!of!the!effect!of!parenthood.!

&

3.2.6&Differences&in&the&effect&of&parenthood&depending&on&firm&size&&

!

Table!5!shows!the!results!from!regressing!ROA!on!parent!divided!on!size!category.!The!size!

categories!used!are!based!on!number!of!employees.! In! the!first! two!size!categories!where!

the!number!of! employees! ranges! from!20E49! and!50E99!we! find! a! small! positive! effect! of!

parenthood,! 0,76%! (significant! at! a! 5%! level)! and! 1,26%! (significant! at! a! 1%! level)!

respectively.!These!two!size!categories!are!the!ones!with!the!highest!amount!of!observations.!

The!other! three!size!categories! show!no!significant! results!and! the!sizes!of!betas! together!

with!the!sizes!of!standard!errors!cannot!rule!out!a!negative!effect!of!parenthood!and!thus!

we!cannot!reject!our!first!nullEhypothesis.!



! 19!

! Looking! only! at! the! two! first! results,! we! see! an! increasing! trend! in! the! effect! of!

parenthood!with!increasing!firm!size.!However,!this!is!just!a!comparison!of!two!results!and!

such!a!conclusion!is!thus!drawn!very!carefully!and!without!much!certainty.!Similarly!as!in!the!

study!where!we!divide!the!regressions!upon!industry,!we!are!pleased!to!find!no!significant!

results!that!stand!in!opposition!to!our!main!result!of!the!study.!All!significant!results!points!

towards!a!positive!effect!of!parenthood.!! ! !

! It! is! interesting!to! look!at!differences!depending!on!the!size!of! firms,!as! it!might!be!

possible!that!it’s!easier!to!take!advantage!of!the!positive!effects!of!parenthood!in!some!sizes!

of! firms.!Perhaps!being!a!CEO! in!a!smaller! firm!demands!more! leadership!skills! than!being!

CEO!of!a! larger!firm,! leading!to!the!positive!effect!of!parenthood!on!leadership!skills!being!

more!visible! in!smaller!firms.!Another!scenario!could!be!that!being!a!CEO!of!a!smaller!firm!

demands!more!time!and!focus,!making!it!hard!to!take!advantage!of!the!parenthood!effect,!

and!the!effect!would!therefore!be!more!visible!in!larger!firms.!Our!study!uses!a!sample!too!

small!for!succeeding!in!this!type!of!study.!!!

!

3.2.7&General&conclusions&&&

!

The! overall! implication! of! our! study! points! towards! a! positive! relationship! between!

parenthood!and!performance.!However!even!more!crucial,! it!does!not!point! to!a!negative!

relationship!and!we!can!thus!conclude!that!our!results!supports!our!second!hypothesis!that!

having!children!and!being!a!CEO!does!not!have!a!negative! impact!on! the! firm! in! terms!of!

performance.!The!results!of!the!regressions!indicate!that!firms!should!value!parenthood!and!

encourage!an!environment!with! firm!policies! that!make! it!possible! to!combine! family!with!

career.! Firms! should! not! view! parenthood! as! something! that’s! going! to! negatively! affect!

their! performance.! In! return,! this! implies! that! women! should! not! have! to! feel! hesitant!

towards!the!idea!of!combining!family!and!career.!

!

!
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3.3&Robustness&tests&&

!

To!see!how!dependent!our!results!are!on!our!controls!we!perform!robustness!tests.!Table!6!

shows! the! results! when! regressing! ROA! on! parent& with! different! levels! of! controls.! For!

example,!in!the!first!regression!(level!1)!we!only!control!for!time!fixed!effects,!which!results!

in! a! beta! of! 0,28%.! The! last! regression! (level! 7)! is! the! final! regression! and! the! beta! has!

increased! to! 0,72%.! ! All! levels! in! between! represent! continuous! addition! of! controls.! By!

doing!this!we!can!distinguish!the!controls!having!the!most!impact!on!our!results,!as!well!as!

how!our! results!differ!depending!on!how!many! controls!we!use.! The!objective! is! to!make!

sure! that! the! results!are!not!driven!by!any!underlying! structure!of! the!data,!which! in! that!

case!would!indicate!our!results!not!being!very!robust.! !

! In! table! 6,! we! can! see! that! the! greatest! absolute! change! of! the! beta! of! parent,&

between!all! levels,! is! 0,44%,! from!0,28%! in! the! first! level! to!0,72%! in! the! final! regression.!

Beta! increases! continuously!with! every! level.! The! standard! errors! are! all! at! a! steady! level!

around!0,0025.!These!results! indicate!that!even!without!any!controls!other!than!year!fixed!

effects;!we!get!a! result!not! far! from!our! final! result.!This! indicates! that! the! results! can!be!

viewed!to!be!fairly!robust.!Another!positive!aspect!of!the!results!from!comparing!betas!and!

standard! errors! in! the! robustness! test! is! that! there! is! no! regression! indicating! a! negative!

impact!of!parenthood!on!performance.!!! ! !

! We! can! also! observe! that! the! controls! impacting! our! results! the!most! are! industry!

and! CEO! age.! This! could! indicate! that! there! are! some! trends! in! our! dataset! regarding!

parenthood! in! different! industries! and! age! groups.! Looking! instead! at! table! 7,!we! display!

summary! statistics! of! ROA,! number! of! children! and! parent! divided! upon! industry,! size!

category! and! age! group.! From! the! division! upon! industry,! no! clear! trends! are! visible.! The!

percentage!of!parents!is!around!60!%!and!average!number!of!children!varies!around!1,3E1,5.!

“IT!&!Electronics”!and!“Finance!&!Real!estate”!has! the! lowest!average!number!of!children!

with! 1,04! and! 1,13! respectively.! The! highest! average! number! of! children! can! be! found! in!

industry!“Energy!&!Environment”.!However,!there!is!no!clear!relationship!when!relating!this!

to!ROA.!! ! ! ! ! !

! Focusing! on! firm! size! we! find! an! interesting! trend! of! decreasing! average! ROA!

together!with!increasing!number!of!children!as!firm!size!gets!bigger.!That!is,!for!smaller!firms!
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the!average!ROA!is!higher!and!the!average!number!of!children!is!lower!than!for!bigger!firms.!

A!similar!pattern!is!found!when!looking!at!the!age!groups.!Average!ROA!decreases!together!

with!an! increasing!average!number!of!children,!as!CEOs!gets!older.!That! is,!average!ROA!is!

higher!and!average!number!of!children!is!lower!for!young!CEOs.!The!trend!regarding!number!

of! children! in! this! case! is! not! surprising! as! it! is! more! unlikely! for! the! young! CEOs! in! our!

dataset!to!have!children,!as!our!household!data!only!reports!having!children!between!1970E

1999.!The!CEOs!in!age!group!20E30!during!our!analysis!period!1999E2008!are!thus!unlikely!to!

have!had!a!child!during!those!30!years.!This!means!that!due!to!the!composition!of!our!data,!

the!probability!of!a!specific!CEO!being!listed!in!our!data!to!have!children!increases!with!the!

age!of!the!CEO.!!

!

!

!
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4.#Implications#and#conclusions##
!

The! purpose! of! our! study! was! to! challenge! general! assumptions! about! leadership! and!

parenthood!from!a!financial!perspective.!As!discussed!in!chapter!3,!our!data! indicates!that!

we!can!reject!our!null!hypothesis:!being!a!parent!and!a!CEO!has!a!negative!effect!on!a!firm’s!

performance.!! ! ! ! !

! As!our!descriptive!statistics!show,!female!CEOs!have!fewer!children!than!male!CEOs.!

Thus,! women! seem! to! feel! more! reluctant! to! combine! family! and! career.! This! opens! up!

discussions!whether!it’s!a!conscious!choice!among!women!who!aspire!to!top!positions!or!if!

they! are! forced! to! deprioritize! family! in! order! to! succeed! with! their! aspirations.! As! our!

regression!results!implies,!there!is!no!actual!losses!from!the!CEO!being!a!parent!regardless!of!

gender,!it!is!interesting!to!understand!what!causes!the!visible!differences!between!men!and!

women.!!We!have!discussed!a!theory!concerning!the!cause!being!social!norms.!The!image!of!

a! typical! family! during! the! fifties,! with! a! stayEatEhome! housewife! and! a! hard! working!

husband,! perhaps! influences! us! more! than! we! think! and! want! even! today.! This! causes!

women!to!feel!less!confident!in!the!hopes!of!both!having!successful!careers!and!also!being!

able!to!have!a!family.!Other!repercussions!as!recruiter!prejudice!and!women!less!often!being!

recommended!to!top!positions,!also!becomes!a!great!obstacle!for!the!women!who!actually!

try!to!break!the!norm.!! ! ! ! !

! Our! research! question! has! never! before,! as! far! as! we! know,! been! studied! from! a!

financial! perspective.! We! believe! that! it! is! crucial! for! the! development! of! changing! the!

assumptions! on! which! the! structures! and! customs! in! society! are! based,! to! focus! our!

attention! more! on! facts! than! on! prejudice.! Through! studying! the! actual! impact! through!

financial!studies,!instead!of!relying!on!assumptions,!we!can!tackle!the!issues!of!inequality!in!

new! ways.! Hence,! we! hope! that! the! field! of! financial! research! will! broaden! and! that!

questions!like!our!own!will!be!asked!more!frequently.!! !

! Due!to!time!limits!of!our!study,!and!the!fact!that!there!is!no!previous!literature!on!the!

subject,!we!see!possibilities! for! further!studies! in!a!numerous!ways.! In! the!big!picture,!we!

encourage! further! research! upon! subjects! that! empower! repressive! social! structures! and!

norms.! In! our! own! study,! we! see! small! but! interesting! trends! between! industries,! which!

could! be! studied! in! a! more! detailed! way.! If! some! industries! offer! an! environment! that!
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facilitates!the!combination!of!being!a!CEO!and!a!parent,!it!would!be!valuable!information!to!

other! industries!and!to!the!corporate!world!as!a!whole.! In!our!results,!we!also!observed!a!

higher! effect! of! parenthood! on! ROA! if! the! CEO! is! a! woman.! The! gender! perspective! is!

difficult!to!employ!since!there!are!few!women!at!top!positions.!Still,!we!believe!it!would!be!

of! interest! if! more! financial! studies! tried! to! analyze! the! diverse! effect! of! having! a!mixed!

corporate!elite.!!! ! ! ! !

! Establishing! a! positive! relationship! and! changing! how! recruiters,! women! and! our!

society! relates! to! the! combination! of! parenthood! and! being! a! CEO,! and! in! that! way! also!

changing! the! conditions! for! aspiring!women,!will! demand! studies! as! described! above.!We!

hope!our!study!will!empower!the!discussion!and!raise!the!question! in!order!to!help!future!

women!balance!out!the!inequality.!!
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