
After the bank failures of 2008, Christine Lagarde, managing director of the
International Monetary Fund, quipped: “If Lehman Brothers had been Lehman Sisters,
today’s economic crisis clearly would look quite different.”

Was there some truth in her statement? Would the global financial crisis have been any
less severe had there been more women in top finance jobs?

Some recent research suggests it might have been.

In a study published in the Journal of Business Ethics in October, a group of researchers
from Finland found that U.S. banks with female chief executive officers or chairmen had
more conservative capital levels and were less likely to fail during the financial crisis
than banks run by men.

The Wall Street Journal spoke with one of the study’s authors, Sami Vähämaa, a
professor of accounting and finance at the University of Vaasa in Finland, about the
team’s findings.

Here are edited excerpts of the conversation:

More equity capital
WSJ: What was the reason for this study?
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MR.

VÄHÄMAA: The purpose of the study was to examine whether the levels of bank equity
capital and default risk are associated with the gender of a bank’s CEO and chairman.

WSJ: What did you find?

MR. VÄHÄMAA: Of the 7,000 U.S. commercial banks we examined, those with female
CEOs and chairmen held about 5% to 6% more equity capital than male-led banks and
had lower default risk.

This should make these banks safer. This is especially true for smaller banks, or those
with total assets below $770 million. Smaller banks are much more vulnerable to
external shocks than larger banks. They don’t have the capital or the global
diversification, so if something goes wrong, it is especially important that they have
more equity capital.

There is strong evidence that banks with female CEOs were less likely to fail during the
financial crisis. Indeed, male-led banks were six to seven times more likely to fail.

Upside, downside
WSJ: What is the relevance of your findings?

MR. VÄHÄMAA: Overall, our study provides support for the idea that female executives
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and directors may inherently promote more conservative strategies and less risky
financial decisions, and it can be beneficial for banks and firms to have females in these
positions.

As the European Union discusses implementing a law requiring that at least 40% of a
public company’s board seats be held by women, the results of this study may help
[persuade policy makers] to move forward with gender quotas in the EU.

While
it is
true
that

willingness to bear risk is a managerial necessity for creating shareholder value, the idea
that women may assess risk more conservatively could be good news for companies if it
limits excessive risk taking and potential biases in risk assessments.

At the same time, it could be bad news for shareholders if women executives are too
cautious and risk-averse.

Ms. Gutner is a writer in Chappaqua, N.Y. Email her at reports@wsj.com.
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