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Abstract

This paper examines the voting behavior of women-led mutual funds. We find that
women-led mutual funds are more likely to support environmental and social (ES)
proposals, but not governance ones, and their voting support is more pronounced
for proposals explicitly related to ES risks. Among ES proposals, they support
more environmental proposals. Women-led mutual funds are more likely to vote
with management in firms headed by female CEOs. They are also more likely
to support female candidates in director elections, especially so when there is a
shortage of female directors. Finally, women-led mutual funds are not more likely
to follow ISS recommendations than other funds. Our results suggest that gender
differences in fund management teams influence their voting behavior.
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Abstract

This paper examines the voting behavior of women-led mutual funds. We find
that women-led mutual funds are more likely to support environmental and social
(ES) proposals, but not governance ones, and their voting support is more pronounced
for proposals explicitly related to ES risks. Among ES proposals, they support more
environmental proposals. Women-led mutual funds are more likely to vote with man-
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1 Introduction

Anecdotal and survey evidence indicates that women are largely underrepresented in the
finance industry, especially in the field of investment management.® To address the lack of
female representation, several long-run campaigns aim to get more women into portfolio roles,
such as Girls Who Invest.? Likewise, industry-wide initiatives such as the Gender Diversity
Partner Program which includes, among other asset managers, Fidelity International and
Vanguard, seek to tackle the underrepresentation of women. Moreover, several institutional
investors have started to require investment firms to improve gender diversity.?

These recent developments, combined with evidence of fundamental differences in the
preferences and style of leadership of men and women (e.g., Croson and Gneezy 2009; Matsa
and Miller 2013; Francis et al. 2021), raise the question of the implications of greater female
representation for investment funds. The finance literature on gender differences already
shows that, in the boardroom, women allocate more effort to monitoring (Adams and Ferreira
2009), offer specific functional expertise (Kim and Starks 2016), value more benevolence and
universalism (Adams and Funk 2012), and undertake fewer workforce reductions (Matsa
and Miller 2013). We seek to examine whether gender differences in investors’ management
4

teams also translate into different voting behaviors.

More specifically, we explore the implications of female representation for the voting be-

1. According to a recent survey conducted by Morningstar, at the end of 2019, only 18 percent of U.S.
fund managers were women. See: https://www.morningstar.co.uk/uk/news/210150/diversity-best-practic
es-in-the-asset-management-industry.aspx

2. Girls Who Invest is a non-profit organization founded in 2015 and dedicated to increasing the number
of women in portfolio management and executive leadership in the asset management industry. Their
benchmark for success is to have 30% of the world’s investable capital managed by women by 2030.

3. For example, UBS has launched a portfolio that invests solely in hedge funds led by women (see
https://www.ft.com/content/dab5a2b3-c083-411b-b2d1-969d6bcf862b). David Swensen, Yale’s Chief
Investment Officer, has publicly instructed the firms who manage the University’s endowment to diversify
their ranks (see https://yaledailynews.com/blog/2020/10/27/swensen-tells-money-managers-to-increase-d
iversity-if-they-want-to-work-with-yale/).

4. The proxy voting provides an interesting setting to study the effect of gender differences on managerial
decisions as we can link the gender composition of the fund management team to repeated and observable
decisions (i.e., the votes). By contrast, in studies analyzing gender diversity in the boardroom, the decisions
taken by the board are more difficult to observe and are generally inferred from corporate outcomes (e.g.,
performance, RD spending, ES policies).


https://www.morningstar.co.uk/uk/news/210150/diversity-best-practices-in-the-asset-management-industry.aspx
https://www.morningstar.co.uk/uk/news/210150/diversity-best-practices-in-the-asset-management-industry.aspx
https://www.ft.com/content/dab5a2b3-c083-411b-b2d1-969d6bcf862b
https://yaledailynews.com/blog/2020/10/27/swensen-tells-money-managers-to-increase-diversity-if-they-want-to-work-with-yale/
https://yaledailynews.com/blog/2020/10/27/swensen-tells-money-managers-to-increase-diversity-if-they-want-to-work-with-yale/

havior of mutual funds. The U.S. mutual fund industry, which collectively owns about a
quarter of the U.S. equity market, is a dominant player in the proxy voting process. Prior
empirical work shows that shareholder votes matter: the passage of close call shareholder
proposals raises firm value (e.g., Cunat, Gine, and Guadalupe 2012; Flammer 2015) and
reduced management support in director elections is associated with lower compensation
and a greater likelihood of governance changes (e.g., Cai, Garner, and Walkling 2009). Be-
yond governance-related considerations, the voting process has also become an important
channel through which mutual funds can signal their concerns and express their views on
Environmental and Social (ES) issues (e.g., He, Kahraman, and Lowry 2021; Di Giuli et
al. 2022).

In our empirical analysis, we focus on the voting behavior of funds that we refer to
as women-led mutual funds (i.e., mutual funds for which at least 50% of the management
team is composed of women). Following a common approach in the literature examining
gender differences across fund managers (e.g., Adams and Kim 2020; Niessen-Ruenzi and
Ruenzi 2019) or financial analysts (e.g., Kumar 2010; Jannati et al. 2020), we identify fund
managers’ gender based on their first names. In our sample, about 9% (10%) of fund votes
on shareholder proposals (management proposals) are made by women-led mutual funds.

To analyze the voting behavior of women-led mutual funds, we rely on large samples of
mutual fund votes for shareholder proposals (1,156,784 votes) and management proposals
(17,926,942 votes) related to 8,225 unique U.S. companies over the period 2003 — 2018.
Our empirical analyses rely on a stringent setting that includes proposal and fund fixed
effects. The proposal fixed effects capture what is specific to each proposal for a given
firm in a given annual meeting and therefore control away for both any time-varying firm
characteristics (e.g., size, profitability, ownership structure, corporate governance) and any
proposal characteristics (e.g., whether the proposal has a positive ISS recommendation). For
a given proposal, we therefore examine whether women-led mutual funds vote more (less)

favorably than other funds. The fund fixed effects capture any persistent characteristics at



the fund level that may influence their voting behavior. Hence, our identification rests on
instances where, for a given fund, women representation reaches at least 50% in the fund
management team.

First, we examine whether women-led mutual funds are more likely to support ES propos-
als. This analysis is motivated by former evidence suggesting that women exhibit stronger
social preferences (e.g., Beutel and Marini 1995; Adams and Funk 2012; Cronqvist and Yu
2017; Ginglinger and Gentet-Raskopf 2021) and are more aware of climate change and its
consequences (e.g., Davidson and Haan 2012; McCright 2010). It is also motivated by prior
studies documenting gender differences in risk aversion (see Croson and Gneezy (2009) for a
survey of this evidence) and that shareholder votes in environmental and social (ES) propos-
als are informative about firms’ ES risks (He et al. 2021). We find that women-led mutual
funds are significantly more likely to support ES proposals. This result cannot be attributed
to a greater tendency of women-led mutual funds to support shareholder proposals in general
as we observe no effect for governance-related shareholder proposals. The support for ES
proposals by women-led mutual funds is economically important. Women-led mutual funds
are more likely to support ES proposals by 17% (relative to the unconditional support for
ES proposals).

Next, to assess the relevance of the risk-aversion explanation by differentiating ES pro-
posals depending on whether they explicitly deal with ES risks. We find that women-led
mutual funds are even more supportive of ES proposals that are explicitly related to risk,
consistent with female fund managers being more risk-averse and paying more attention to
ES risks. However, we also find that women-led mutual funds are significantly more likely
to support ES proposals even when they are not related to risk, consistent with gender
differences in preferences and awareness regarding social and environmental issues.

We also dig deeper inside the universe of ES proposals and we examine the voting support
of women-led mutual funds for E and S proposals separately. Consistent with the notion that

women are not only more aware of climate change and its consequences but also more willing



to act on it (Altunbas et al. 2022), we find that women-led mutual funds are significantly
more likely to support E proposals. By contrast, the effect on the voting support for S
proposals is statistically weaker.

Due to their pro-social and environmental preferences, women fund managers may be
more likely to work for environmentally and socially responsible funds. Since ES funds are
also more likely to support ES shareholder proposals (e.g., Dikolli et al. 2021), this could
explain our results. Using two classifications of ES funds based either on their names or
Morningstar globe ratings, we find that ES funds are indeed more likely to be women-led
funds. However, we show that our results hold when we exclude ES funds, indicating that
the stronger support for ES proposals by women-led mutual funds is not a byproduct of the
stronger support of ES funds in general.

As a second step in our analysis, we examine whether the voting behavior of women-
led mutual funds exhibits in-group favoritism. Research in social psychology indicates that
people systematically adopt favorable views about in-group members and are indifferent or
have lower opinion about out-group members (e.g., Tajfel 1982; Hewstone, Rubin, Willis,
et al. 2002). In a recent study, Jannati et al. (2020) show that equity analysts are subject
to in-group favoritism. Specifically, using gender to identify groups, they find that com-
pared with female analysts, male analysts have lower earnings forecasts and worse stock
recommendations for firms headed by female CEOs than for firms headed by male CEOs.?
In the context of our study, in-group favoritism would take the form of a greater tendency
for women-led (male-led) mutual funds to be supportive of management in firms headed by
female (male) CEOs than in firms headed by male (female) CEOs. Consistent with in-group
favoritism, we find that women-led mutual funds are significantly more likely to vote with
management when the firm is managed by a female CEO. By construction, our tests capture

the support to female CEOs by women-led mutual funds compared to other funds. From this

5. Francis et al. (2015) also provide some evidence of in-group bias among analysts as female analysts
receive fewer interruptions from female executives compared to male executives and male analysts are more
likely to interrupt female executives in conference calls.



perspective, our results could be explained both by male-led mutual funds “undersupporting”
female CEOs or by women-led mutual funds “oversupporting” female CEOs. In both cases,
the results indicate that female representation in mutual fund management teams affects the
assessment of female CEOs.

Third, we focus on director elections and examine whether women-led mutual funds are
more supportive of female candidates. Using a broad sample of director elections, Gow,
Larcker, and Watts (2020) provide empirical evidence that shareholders value diversity, es-
pecially gender diversity, but also show that there is considerable heterogeneity in voting
behavior across shareholders. We find that women-led mutual funds are indeed significantly
more likely to support female candidates during board elections, especially when there is a
shortage of female candidates or when the fraction of female members in the boardroom is
low. The greater support to female candidates by women-led mutual funds could be due
to women supporting diversity in the board or could be another manifestation of in-group
bias. However, the cross-sectional results based on the shortage of female candidates or the
fraction of gender diversity in the boardroom suggest that this support is to some extent
motivated by the willingness to promote gender diversity and female representation.

Finally, we examine whether women-led mutual funds are more likely to follow ISS rec-
ommendations than other funds. On the one hand, prior research shows that female direc-
tors allocate more effort to monitoring (Adams and Ferreira 2009). Due to their superior
monitoring abilities, female fund managers may rely both on independent research and ISS
recommendations, increasing the likelihood of deviating from ISS recommendations. On the
other hand, due to risk-aversion and career concerns, women-led mutual funds may be more
likely to follow ISS recommendations as a way not to be blamed for their voting decisions.
Across our different samples of shareholder and management proposals, we find no evidence
that women-led mutual funds are more likely to follow ISS recommendations.

Our findings are relevant to several strands of the literature. First, our paper adds to the

literature on the implications of team gender diversity in asset management. Prior studies



examine the effect of gender diversity on the performance of mutual funds (Niessen-Ruenzi
and Ruenzi 2019), venture capital funds (Calder-Wang and Gompers 2021), and hedge funds
(Lu, Naik, and Teo 2021). In a related paper, Rau and Wang (2021) document gender
differences in the sensitivity of mutual fund flows to fund performance. To the best of our
knowledge, we are the first to explore the implications of female representation for the voting
behavior of mutual funds. Because of the different aspects proxy voting encompasses (i.e.,
governance proposals, ES proposals, board elections), it offers a rich context to study how
the diversity in mutual funds’ teams may manifest itself.%

Second, our results relate to the literature on corporate gender diversity. Recent studies
document several determinants of board gender diversity such as public attention to gender
equality (Giannetti and Wang 2021) or campaigns launched by “the Big-Three” institutional
investors (Gormley et al. 2021). Our results indicate that increasing female representation in
mutual funds’ team is likely to have spillover effects for board gender diversity since women-
led mutual funds are significantly more likely than other funds to support women in board
elections. Related studies focus on the effect of board gender diversity on corporate outcomes
including performance (e.g., Ahern and Dittmar 2012; Eckbo, Nygaard, and Thorburn 2019;
Hwang, Shivdasani, and Simintzi 2018), corporate innovation (Griffin, Li, and Xu 2021),
and IPO price formation (Rau, Sandvik, and Vermaelen 2022). Closer to our study, recent
papers show that female CEOs are more likely to be targeted by hedge fund activism and
shareholder proposals (e.g., Francis et al. 2021; Chen, Lin, and Low 2022). Our results add
to these papers by showing that female representation in mutual fund management team
increases support to female CEOs.

Third, our paper adds to the literature on the determinants of mutual fund votes both

in governance (e.g., Calluzzo and Kedia 2019; Cvijanovi¢, Dasgupta, and Zachariadis 2016;

6. Beyond the lack of female representation, the financial sector has also faced criticism for unequal gender
practices. These disparities, and in particular the gender pay gap are beyond the scope of our paper as we
are interested in the implications of female representation in teams of asset managers. In a recent paper,
Lagaras et al. (2022) examine the determinants and evolution of the gender pay gap in the financial sector
as compared to the rest of the economy.



Heath et al. 2022; Iliev and Lowry 2015) and ES proposals (e.g., Di Giuli et al. 2022; He
et al. 2021; Michaely, Ordonez-Calafi, and Rubio 2021). We contribute to this literature
by highlighting that female representation in mutual funds affects different aspects of their
voting behavior. In particular, our results indicate that women-led mutual funds are signif-
icantly more likely to support environmental proposals. Increasing female representation in
mutual funds may therefore have implications for the aggregate support for ES proposals,
which remains relatively low. Our paper also adds to recent studies focusing on support for

women in board elections (e.g., Gertsberg, Mollerstrom, and Pagel 2021; Gow et al. 2020).

2 Data and Measures

2.1 Main data sources and sample construction

Analyzing the voting behavior of women-led mutual funds requires data on mutual fund
proxy voting as well as on the composition of mutual fund management teams. We describe
the data sets used in the empirical analysis in this section.

We obtain mutual fund proxy voting records over the period 2003 to 2018 from Risk
Metrics” ISS Voting Analytics. This database contains votes cast by mutual funds on all
proposals for Russell 3000 companies. For every vote cast, the database provides a description
of the proposal being voted on, the sponsor of the proposal (management or shareholder),
the voting recommendation of the firm’s management and that of ISS, and the fund’s vote.
We consider the following fund votes: "For”, “Against”, “Abstain” (“Do Not Vote”), and
“Withhold”, for conciseness, we aggregate “Against”, “Abstain”, and “Withhold” together
(Iliev and Lowry 2015). We restrict the sample to fund votes for which we are able to identify
the gender of all the fund managers (i.e., 94% of fund votes for shareholder proposals and

7

92.5% of votes for management proposals).” We obtain the full names of mutual fund’s

7. For shareholder proposals, initially 1,477,040 fund votes, and 1,386,705 fund votes after the restriction.
For management proposals, initially 26,140,611 fund votes and 24,154,388 fund votes after the restriction



managers from Morningstar direct mutual fund database.® We further drop fund observations
for which we cannot compute our main control variables which include fund size, expense
ratio, the number of fund managers, and the average manager tenure and experience. These
restrictions result in a sample of 1,156,784 fund votes on shareholder proposals (8,299 unique
proposals for 1,271 unique firms voted by 4,010 unique funds) and 17,926,942 fund votes on
management proposals (406,768 unique proposals for 8,225 unique firms voted by 4,695
unique funds).

In some analyses, we further differentiate proposals according to their types. Among
shareholder proposals, we differentiate between proposals related to governance issues and
proposals related to environmental and social issues. Following common approach in the
literature (e.g., He et al. 2021; Di Giuli et al. 2022), we identify proposal types based on cat-
egory codes (AgendaltemID) provided by ISS Voting Analytics and we further read through
the description (ltemDesc) to refine the list of ES proposals and to differentiate between
E and S proposals. In this way, we identify among the 8,299 shareholder proposals, 1,640
(about 20%) that are related to ES issues. Within ES proposals, we identify 704 (43%)
proposals related to environmental issues, 919 proposals (56%) related to social issues, and
17 (1%) ambiguous proposals that are related to both environmental and social issues.” De-
tailed information on shareholder proposal classifications and the complete list of E and S
related proposals are reported in Appendix A. Among management proposals, we identify
the subset of proposals related to direction elections. Management proposals related to di-
rector elections are the ones with the following ISS types "M0201 - Elect Director”, "M0214
- Elect Directors (Bundled)”, "M0225 - Elect Directors (Opposition Slate) ” and "M0299
- Elect Director (Management)”). Among the 406,768 management proposals, we identify

291,887 proposals (about 72%) that pertain to direction elections.

8. We first match ISS data to CRSP mutual fund database data following a common approach in the
literature (e.g., Iliev and Lowry 2015; Matvos and Ostrovsky 2010), and then match via fund tickers to
Morningstar database.

9. These 17 ambiguous proposals all correspond to the category ”Establish Environmental/Social Issue
Board Committee”. We include them when we consider ES proposals as a whole but exclude them when we
focus on the subsets of E and S proposals.



2.2 Identifying women-led mutual funds

We identify fund managers’ genders based on their first names that we obtain from Morn-
ingstar. Relying on first names to infer the gender is a common approach in the literature
examining gender differences across fund managers (e.g., Adams and Kim 2020; Niessen-
Ruenzi and Ruenzi 2019) and financial analysts (e.g., Kumar 2010; Jannati et al. 2020).'°

We start by matching fund managers’ first names with a list of the most popular first
names by gender for the last ten decades published by the U.S. Social Security administra-
tion.!! We complement this first approach by matching remaining managers’ first names to
the first name information provided by Namepedia!'?, the world’s largest information plat-
form and community about personal names. Data is collected about names of all languages
and cultures, in all scripts, with a focus on the Latin alphabet.!® For each first name,
Namepedia gives the percentage of feminine and masculine occurrences across countries (for
instance the first name Alexandra is feminine at 98%). When the percentage of feminine
(masculine) occurrences is greater than 50%, we assign the gender female (male) to the first
name.'* There are few names that we cannot identify as male or female.!> We find a match
for 1,385 unique first names (i.e., 92% of the fund managers).

We classify a mutual fund as a women-led mutual fund if at least 50% of the fund
managers are women. This approach differs from Niessen-Ruenzi and Ruenzi (2019), who
concentrate on single-managed funds and exclude team-managed funds. We do not exclude

team-managed funds because the fraction of team-managed funds has sharply increased

10. Empirical studies on female CEO or female directors usually follow a different approach and infer the
gender thanks to bibliographies provided by databases such as BoardEx.

11. Source : https://www.ssa.gov/oact/babynames/decades/index.html

12. Source : http://www.namepedia.org/

13. The names coded in Morningstar are in Latin alphabet.

14. For the large majority of the first names, the percentage of occurrences for feminine or masculine is
above 90%.

15. There are 125 first names for which we cannot find a match using our approach because of typos in
the names, mistakes (e.g., reporting "Management” or the surname of the manager), a lack of matching, the
name being 50% feminine or 50% masculine, the gender information being missing on Namepedia, or the
first name being shorter than three characters (a restriction imposed by Namepedia). Relative to the other
names, these names have a much lower occurrence in management teams.

10
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over the past decade.'® For example, Evans et al. (2022) report that in their sample the
number of funds managed by teams grows from 800 during the period 1992-2000 to 3,115
during the period 2010-2016. Likewise, we observe that most mutual funds in our sample
are managed by a team of managers. Appendix B reports descriptive statistics on the
number of fund votes on shareholder proposals (the distribution is similar for management
proposals) made by mutual funds classified by team size. Only 26.7% of votes in our sample of
shareholder proposals are made by funds with a single manager compared to 28.9% by funds
with two managers, 18% by funds with three managers, 9% by funds with four managers,
6.8% by funds with five managers, and the remainder by funds with six managers or more.
Concentrating on single-managed funds and excluding team-managed funds would therefore
provide a very incomplete view of the effect of managers’ gender on mutual fund voting
behavior.

One empirical choice that we make is to use a threshold of 50% of women to classify funds
as women-led funds. This way of classifying women-led mutual funds has two important
merits: i) it ensures that women are equally or more numerous than men in the team and
therefore that they exert significant influence over the fund voting decisions, and ii) it exhibits
sufficient within-fund variation to allow for the inclusion of fund fixed effects and strengthen
the identification by capturing instances when women become equal or dominant in number
in a given fund team. An alternative choice would be to classify as women-led mutual funds,
funds for which all managers are women. However, the descriptive statistics reported in
Appendix B show that there are almost no mutual funds with 100% of the management
team being composed of women (only 0.25% of funds with two managers, 0.07% of funds
with three managers, and none for funds with four managers or more). Requiring that
the management team is composed only of women would de facto exclude almost all team-
managed funds, which represents the large majority of our sample. Moreover, it would make

it impossible to control for fund fixed effects in our regressions. Within-fund variation with

16. Niessen-Ruenzi and Ruenzi (2019) covers the time period from 1992 to 2009.

11



a cut-off of 100% of women is about 1%. By contrast, with a 50% cut-off, within-fund
variation is 6%. Using a 50% cutoff while controlling for fund fixed effects allows us to
capture instances where for a given fund, women become equal or more dominant than men
in number among the fund management team.

An alternative empirical choice would be to rely on the presence of at least one woman
within the fund management team. A first concern with this measure is that it may be subject
to some forms of green-washing. Moreover, it would force us to make strong assumptions
regarding the ability of a single woman to yield significant power over the fund voting
decisions. For example, using the threshold of at least one woman, the majority of funds
with 5 managers or more would be classified as women-led mutual funds. A last alternative
empirical choice would be to use the fraction of women in the fund team. However, focusing
on the continuous percentage of women would not allow us to accurately capture whether
women are indeed able to exert greater power on the fund voting decisions. For example, a
within-fund increase from 10% to 20% in the fraction of women in the management team is

unlikely to significantly change the balance of power and the voting behavior of the fund.

2.3 Summary statistics

Table 1 reports the descriptive statistics for the main variables used throughout the empirical
analysis. We report descriptive statistics separately for the sample of shareholder proposals,
which consists of 1,156,784 mutual fund votes, and for the samples of management proposals,
which consists of 17,926,942 mutual votes (14,216,753 fund votes on director elections and
3,710,189 fund votes on management proposals not related to director elections). Among
shareholder proposals, 75% of votes are made for proposals related to governance issues and
25% of votes are for proposals related to ES issues (10% for environmental proposals and
about 15% of social proposals).

Consistent with previous literature (e.g., Cai et al. 2009; Calluzzo and Kedia 2019; Iliev

and Lowry 2015), mutual fund voting support differs markedly between shareholder and

12



management proposals: More than 93% of votes (94.3% for director elections and 93.3% for
other management proposals) are in favor of management proposals compared to 36% for
shareholder proposals. For shareholder (management) proposals, 9% (10%) of the votes are
made by women-led mutual funds.

Descriptive statistics for the control variables are also similar in the three samples. The
average mutual fund in our samples has close to $2 billion of assets under management. The
expense ratio is about 0.85% for the samples of fund votes on management proposals and
0.95% for the sample of fund votes on shareholder proposals. The size of the management
team is close to 3 managers across the three samples. The average fund manager tenure is
about 5 years (63 months) and the average fund manager tenure is slightly lower than 10

years (114 months).

2.4 Empirical setting

In our empirical analysis, we examine different aspects of the voting behavior of women-led
mutual funds such as their support for ES proposals, whether they are less (more) likely
to oppose (support) female CEOs, or whether they tend to promote gender diversity in
the boardroom by being more supportive of female candidates in director elections. In this
section, we present the generic models that we use throughout our different tests. Specifically,

in our empirical analysis, we estimate the following regressions:

Vote Forj, = Bo + f1Women Led Mutual Fund; + I'y Fund Controls; + Py + F; (1)

Vote Forj, = Bo + f1iWomen Led Mutual Fund; + SsWomen Led Mutual Fund;, 2)
X Xijpt + T1Fund Controls; + Py + F;

where, the subscripts i, j, p, and t, refer to funds, firms, proposals, and months, respec-

tively. The dependent variable in the estimation is Vote For, a dummy variable that is equal

to one when the fund votes in favor of the proposal, and zero otherwise. Women Led Mutual

Fund is a dummy variable equal to one if the mutual fund is managed by at least 50% of
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women. X is a proposal characteristic (e.g., whether the proposal is related to ES issues) or a
firm characteristic (e.g., whether the firm has a female CEO). We generally use Equation (1)
(respectively Equation (2)) to examine the support of women-led mutual funds in absolute
(respectively relative) terms for certain types of proposals. For example, with Equation (1),
we can estimate whether women-led mutual funds are more likely to support ES proposals
in absolute terms whereas with Equation (2), we can estimate whether women-led mutual
funds are more likely to support ES proposals compared to governance proposals.

Fund Controls is a set of control variables including fund size (measured as the natural
logarithm of total net assets under management), the fund net expense ratio (measured as
total annual expenses and fees divided by total net assets), team size (measured as the natural
logarithm of one plus the number of fund managers), fund managers’ tenure (computed as
the natural logarithm of the average number of months since the team managers started to
work for the mutual fund), fund managers’ experience (computed as the natural logarithm
of the average number of months since the team managers first appeared in the Morningstar
database).!”

We control for unobserved heterogeneity by including a rich set of fixed effects. First,
we include proposal fixed effects, which capture each proposal voted on at the shareholder
meeting of a given firm in a given annual meeting. This is the strongest control for how the
nature and timing of the proposal impacts mutual fund voting. In particular, proposal fixed
effects subsume Firm x Year fixed effects and absorb the effect of any time-varying firm-
level characteristics, such as profitability, size, or governance. Moreover, the proposal fixed
effects also capture proposal characteristics, including whether the proposal is related to
environmental issues, or whether the proposal has a positive ISS recommendation. Second,
we include Fund fixed effects to capture fund-level fixed characteristics that may influence

mutual fund voting behavior, such as fund ideology (Bolton et al. 2020) or ES orientation

17. We cannot obtain from Morningstar the age of the fund managers. The fund manager’s experience is
a proxy of the latter, because, everything else being equal, younger managers should have less experience in
the mutual fund industry on average.
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(Dikolli et al. 2021).

We estimate a linear probability model using OLS, as this allows us to include saturated
fixed effects. The linear probability model also helps with the interpretation of interaction
terms in our estimation (see Ai and Norton (2003) and Greene (2010)). In line with Iliev

and Lowry (2015), we cluster the standard errors at the fund level.

3 Empirical Results

3.1 Women-led mutual funds and voting support for ES share-

holder proposals

We start our empirical analysis by examining the voting behavior of women-led mutual funds
on ES issues. Women generally exhibit stronger social preferences compared to men (e.g.,
Beutel and Marini 1995; Adams and Funk 2012; Cronqvist and Yu 2017) and are also more
aware of climate change and its consequences than men (e.g., Davidson and Haan 2012;
McCright 2010). Women are also general more risk averse (e.g., Croson and Gneezy 2009)
and may therefore pay more attention to risks related to ES issues. Support for proposals
related to environmental and social issues is therefore one important aspect of mutual fund
voting where female representation in the fund team is likely to express itself. Consistent
with prior studies (e.g., He et al. 2021), we conduct this analysis for the sample of shareholder
proposals because there are almost no management proposals related to environmental and
social issues.

Table 2, Column 1, reports the regression results of estimating Equation (1) for the sample
of ES proposals. The coefficient on Women-Led Mutual Fund is positive and statistically
significant at the 1%, indicating that mutual funds managed by at least 50% of women
are significantly more likely to vote in favor of shareholder proposals related to ES issues.
Support for environmental and social proposals by women-led mutual funds is economically

important. As the unconditional support for ES proposals is 17.67%, the 3.01 coefficient
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estimate seen in Column 2 represents a 17% (3.01/17.67) increase in the likelihood of the fund
supporting ES proposals. Column 2 reports the regression results of estimating Equation (1)
for the sample of governance proposals. The coefficient on Women-Led Mutual Fund is close
to zero and not statistically significant, indicating mutual funds managed by at least 50% of
women are not more likely to vote in favor of shareholder proposals related to governance
issues. Therefore, the greater support for ES proposals observed in Column 1 cannot be
explained by a tendency of women-led mutual funds to be more supportive of shareholder
proposals in general.

In Column 3, we pool ES and governance proposals and include an interaction term
between Women-Led Mutual Fund and ES Proposal (i.e., a dummy variable that takes the
value of one if the proposal is related to ES issues and zero otherwise) following Equation
(2). The results show that the coefficient on the interaction term is positive and statisti-
cally significant at the 1% level, indicating that women-led mutual funds are significantly
more likely to support ES proposals than other funds. As the unconditional support for
ES proposals is 17.67%, the 4.477 coefficient estimate seen in Column 3 represents a 25%
(4.477/17.67) increase in the likelihood of the fund supporting ES proposals compared to
governance proposals. The coefficient on Women-Led Mutual Fund, which in this context
measures the voting behavior of women-led mutual funds for governance proposals, is not
statistically significant. The results from Column 3 therefore confirm that women-led mutual
funds are significantly more likely to support ES proposals (but not governance proposals)
than other funds.

Consistent with prior evidence (e.g., Dikolli et al. 2021; He et al. 2021), we find that
larger funds are less likely to support for ES and governance shareholder proposals. Funds
with greater expense ratios are less likely to support ES proposals. Since a fund’s expense
ratio has an effect on its incentive to monitor (Lewellen and Lewellen 2022), this indicates
that funds more engaged in monitoring are less likely to support ES proposals.

As mentioned earlier, the stronger support for ES proposals by women-led mutual funds

16



could be explained by gender differences in preferences and awareness regarding social and
environmental issues as well as in risk aversion. In Table 3, we assess the relevance of these
two explanations by identifying ES proposals that are explicitly related to risk. Specifically,
we split ES proposals depending on whether the word “risk” appears in the description of
the proposal.'® We pool ES proposals related to risk and governance proposals (Column
1) and ES proposals not related to risk and governance proposals (Column 2). The results
show that the coefficient on the interaction term between Women-Led Mutual Fund and ES
Proposal. Consistent with women-led mutual funds being more risk averse and paying more
attention to ES risks, we find that support for ES proposals by women-led mutual funds is
stronger when proposals are explicitly related to risk. However, the results from Column 2
indicate that women-led mutual funds are more likely to support ES proposals even when
they are not related to risk, suggesting that gender differences in preferences and awareness
regarding social and environmental issues also matter.

Next, we dig deeper in the universe of ES proposals to understand which subset of
ES proposals women-led mutual funds are more likely to support and we study the voting
support for environmental and social proposals separately. In Table 4, we pool environmental
and governance proposals (Column 1) and social and governance proposals (Column 2)
and include interaction terms between Women-Led Mutual Fund and E Proposal (i.e., a
dummy variable that takes the value of one if the proposal is related to environmental
issues) or S Proposal (i.e., a dummy variable that takes the value of one if the proposal
is related to social issues) following Equation (2). The results in Column 1 show that the
coefficient on the interaction between Women-Led Mutual Fund and E Proposal is positive
and statistically significant at the 1% level. By contrast, in Column 2, the coefficient on the
interaction between Women-Led Mutual Fund and S Proposal is not statistically significant.
These results indicate that the voting behavior of women-led mutual funds is not uniform

across all ES proposals, i.e., women-led mutual funds exhibit a much stronger support for

18. For example, “Report on Financial Risks of Climate Change”.
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proposals related to environmental proposals whereas they are not more likely to support
social proposals than other funds. These results are consistent with the notion that women
are not only more aware of climate change and its consequences but also more willing to act
on it (Altunbas et al. 2022). They are also consistent with environmental and climate risks
being more salient that social risks.

Due to their pro-social and environmental preferences, women fund managers may be
more likely to work for environmentally and socially responsible funds.'® At the same time,
ES funds are more likely than non-ES funds to support ES shareholder proposals (e.g., Dikolli
et al. 2021). In Table 5, we therefore run our main tests excluding ES funds to make sure
that the stronger support for ES proposals by women-led mutual funds is not mechanically
picking up the stronger support of ES funds. We identify ES funds in two different ways.
First, following He et al. (2021) and Michaely et al. (2021), we classify a fund in our sample
as an ES fund if its name contains a string that identifies it as an environmentally and
socially responsible fund.?® In this way, we identify 90 unique ES funds corresponding to
23,026 fund votes. Second, we identify ES funds based on their Morningstar globe rating.
The globe rating is a sustainability rating where mutual funds are ranked on a percentile
basis and given a globe rating based on their holdings. The number of globes ranges from
one globe (low sustainability) to five globes (high sustainability). While the globe rating is
a salient measure of fund sustainability and has been used in prior studies (e.g., Hartzmark
and Sussman 2019; Gantchev, Giannetti, and Li 2021), it is available from Morningstar from
August 2018 onward only. Hence, a limitation of relying on globe ratings is that we classify
funds as ES or non-ES funds depending on their globe ratings at the end of our sample
period.

We start by checking whether the fraction of women-led mutual funds is higher among ES

19. Studying the political views of mutual fund managers, Hong and Kostovetsky (2012) find that democrat
fund managers, which have pro-social preferences, are more likely to run SRI funds.
20. Based on these two papers, we use the following list of strings: “responsib”, “social”, “sustainab”,

” “ 7 “ b “

“green”, “ESG”, “SRI”, “ave Maria”, “avemaria”, “women”, “low carbon”, “clean”, “catholic”, “fossil”,

W W 7w YW 7w W 7 W

“ethic”, “conscious”, “climate”, “ecolog”, “environm”, “water”, “pax”, “alternative energy”, “wind energy”,

7w

“solar”, “community”, and “epiphany”.
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funds than non-ES funds. First, we find that among ES funds (identified by name), 15.94%
of fund votes are made by women-led mutual funds compared to 9.31% among non-ES funds.
This suggests that ES funds are more likely to be women-led than other funds. Likewise, if
we focus on globe ratings, we find that funds with a greater number of globes are more likely
to be women-led, however the difference is less striking. For example, among funds with four
or five globes, 11.0 % of fund votes are made by women-led mutual funds compared to 7.7%
among funds with one globe.

Table 5, Column 1 reports the results of our baseline specification estimated excluding
ES funds (identified by their name). The coefficient on the interaction between Women-
Led Mutual Fund and ES Proposal is positive and statistically significant at the 1% level,
indicating that the stronger support for ES proposals by women-led mutual funds is not
mechanically picking up the stronger support of ES funds. We find similar results if we use
a classification of ES and non-ES funds based on the globe ratings. In Column 2, we exclude
funds with a globe rating equal to 4 or 5. In Column 3, we exclude funds with a globe
rating equal to 5. In both columns, the results show that the coefficient on the interaction
between Women-Led Mutual Fund and ES Proposal is positive and statistically significant
at the 1% level, confirming that the stronger support for ES proposals by women-led mutual
funds is not driven by ES funds. Overall, the results from Table 5 ensure that the stronger
support for ES proposals by women-led mutual funds cannot be explained away by women

fund managers being more likely to run ES funds.

3.2 Women-led mutual funds and in-group favoritism in voting

In this section, we study the voting behavior of women-led mutual funds for firms headed
by female CEOs. This analysis is motivated by the existence of in-group favoritism (i.e., the
fact that people systematically adopt favorable views about in-group members and are indif-
ferent or have lower opinion about out-group members). For example, Jannati et al. (2020)

show that financial analysts exhibit in-group favoritism. Compared to female analysts, male
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analysts have lower earnings forecasts and worse stock recommendations for firms headed
by female CEOs than for firms headed by male CEOs. Likewise, Francis et al. (2015) show
that female analysts receive fewer interruptions from female executives compared to male
executives and that male analysts are more likely to interrupt female executives. Given
the particular context of our study, in-group favoritism would take the form of a stronger
support by women-led mutual funds for firms headed by female CEOs than for firms headed
by male CEOs. We explore this issue using both the sample of management proposals and
the sample of shareholder proposals. Firm management almost always opposes shareholder
proposals and recommends voting against shareholder proposals. In our sample, 99% of
votes for shareholder proposals have a negative management recommendation. From this
perspective, stronger support by women-led mutual funds for firms headed by female CEOs
could either take the form of i) stronger support for management proposals for firms headed
by female CEOs and ii) lower support for shareholder proposals for firms headed by female
CEOs.

Table 6, Panel A reports the results of estimating Equation (2) with an interaction term
between Women-Led Mutual Fund and Female CEO (i.e., a dummy variable that takes the
value of one if the firm is headed by a female CEO). We identify firms headed by female

! In the sample of shareholder (manage-

CEOs based on the gender flag in ExecuComp.?
ment) proposals, 5% (4%) of mutual fund votes are made for companies headed by a female
CEO. Column 1 reports the results for shareholder proposals and Column 2 for management
proposals (excluding proposals on director elections).? The results from the two columns
both suggest that women-led mutual funds are more likely to vote with management when
firms are headed by female CEOs. Specifically, for shareholder proposals (Column 1), the

coefficient on the interaction between Women-Led Mutual Fund and Female CEQ is negative

and statistically significant at the 1% level, indicating that women-led mutual funds are less

21. The coverage of ExecuComp is limited SP1500 firms. As a result, for this analysis, we lose 115,323
fund votes for non-S&P1500 firms.
22. The voting behavior of women-led mutual funds in director elections is the subject of the next section.
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likely to support shareholder proposals (i.e., to vote against management) when the firm
is headed by a female CEO. For management proposals (Column 2), the coefficient on the
interaction between Women-Led Mutual Fund and Female CEO is positive and statistically
significant at the 10% level, suggesting that women-led mutual funds are more likely to vote
for management when the firm is headed by a female CEO.

Female CEOs may differ from male CEOs across other dimensions such as age or experi-
ence. In our sample, we find that female CEOs are indeed younger and have less experience
than their male counterparts. To alleviate the concern that male and female CEOs differ
across other dimensions than gender, every year, we match firms headed by female CEOs
with firms headed by male CEOs that are in the same quartile of the distribution in terms
of CEO age and tenure. In Table 6, Panel B, we use this matched sample and re-estimate
the regressions from Panel A. The results confirm that women-led mutual funds are more
likely to vote with management (i.e., to vote against shareholder proposals and in favor of

management proposals) when firms are headed by a female CEO.

3.3 Women-led mutual funds and voting support for female can-

didates in board elections

In this section, we study the voting behavior of women-led mutual funds in director elections.
The lack of gender diversity in the board room is an increasingly important issue in corporate
governance. Prior studies show that public attention to gender equality (Giannetti and
Wang 2021) and campaigns launched by “the Big-Three” institutional investors (Gormley et
al. 2021) play an important role in increasing gender diversity in the boardroom. More closely
related to our study, Gow et al. (2020) use shareholder votes in director elections to gain
insights into shareholder views on diversity. They find that mutual fund support for diverse
directors, especially female directors, is higher than for other candidates, indicating that
shareholders value gender diversity among directors. Importantly, they document substantial

heterogeneity across shareholders regarding the support for diverse candidates. Women-led
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mutual funds may be more likely than other funds to recognize board gender diversity as a
primary concern and to support female directors in board elections.

Table 7 reports the results of estimating Equation (2) with an interaction term between
Women-Led Mutual Fund and Female Director (i.e., a dummy variable that takes the value
of one if the director is a female) for the sample of proposals related to director elections and
nominations.?®> We retrieve the first name of directors from the description of the proposals
and determine their gender following the same methodology we used for fund managers (see
section 2.2). In our sample, 17% of mutual fund votes in director elections are for female
directors. The results show that the coefficient on the interaction between Women-Led Mu-
tual Fund and Female Director is positive and statistically significant at the 1%, indicating
that women-led mutual funds are significantly more likely to support female candidates in
director elections. Support in director elections is generally very high and exhibit relatively
low variation compared to other proposals. Therefore, while the 0.459 coefficient estimate in
Column 1 represents a modest increase in the likelihood of the fund supporting female can-
didates, it is sizeable given the low variation in voting support in director elections. These
results indicate that women-led mutual funds play a role in encouraging gender diversity in
the boardroom.

If women-led mutual funds are more likely than other funds to recognize board gender
diversity as a primary concern, we expect their support for female candidates in director
elections to be even stronger when there is a shortage of female candidates or low gender
diversity in the board of directors. The results from Columns 2 and 3 show that the stronger
support of women-led mutual funds for female candidates mainly exists when there is only
one female candidate. Overall, the results indicate that women-led mutual funds are even
more likely to support female candidates when there is a shortage of female candidates in

a given year or when female candidates were already elected. In Columns 4 and 5, we

23. Proposals related to director elections/nominations correspond to the proposals with the following ISS
item id: “M0201: Elect director”, "M0214: Elect Directors (Bundled)”, "M0225: Elect Directors (Opposition
Slate)” and "M0299: Elect Director (Management)”).
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complement this analysis by considering female representation in the board of directors
before the election. The results show that the stronger support of women-led mutual funds
for female candidates mainly exists in firms with low female representation in the boardroom.

Overall, the results from this section suggest that women-led mutual funds encourage
gender diversity in the boardroom by being more supportive of female candidates in board
elections, especially so when there is a shortage of female candidates or when gender diversity
in the boardroom is low. Hence, increasing female representation in mutual funds’ team,
which is the stated objective of numerous asset managers, is likely to have spillover effects

for promoting board gender diversity in the portfolio firms.

3.4 Women-led mutual funds and ISS recommendations

In this section, we examine whether women-led mutual funds are more likely to follow ISS
recommendations than other funds. As documented by Iliev and Lowry (2015) and Malenko
and Shen (2016), many funds indiscriminately follow ISS recommendations while others are
more likely to independently assess issues up for vote. Theoretically, it is not clear whether
women-led mutual funds rely more on ISS recommendations than other funds.

On the one hand, prior research suggests that female directors allocate more effort to
monitoring (Adams and Ferreira 2009). Likewise, in line with the argument developed by
Kumar (2010) for female analysts, it could be that only female fund managers with superior
monitoring abilities enter the profession due to a perception of discrimination in the fund
manager labor market. An investor seeking to monitor a given firm will rely on both inde-
pendent research and ISS recommendations. From this perspective, women-led mutual funds
may be more likely to vote in an informed way and to have a higher likelihood of deviating
from ISS recommendations.

On the other hand, prior research also suggests that women tend to be more risk averse
and have greater career concerns than men, especially so in the fund industry (e.g., Adams

and Kim 2020; Carter, Franco, and Gine 2017; Charness and Gneezy 2012). Greater risk
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aversion may take the form of a greater likelihood of following ISS recommendations so that
women-led mutual funds could not be blamed for their voting decisions. We examine whether
women-led mutual funds are more likely to follow ISS recommendations by estimating the

following regression:

Follow 15S;jp = Bo+ fiWomen Led Mutual Fundy +T'vFund Controlsy + Py + F;  (3)

Where Follow ISS is a dummy variable that is equal to one if the fund votes following ISS
recommendation, and zero otherwise. Other variables are the same as in previous regressions.

Table 8 presents the results of estimating Equation (3) on different subset of proposals. In
Column 1, we include all shareholder proposals. The coefficient on Women Led Mutual Fund
is positive but not statistically significant at conventional levels, indicating that women-
led mutual funds are not more likely to follow ISS recommendations than other funds. In
Columns 2, 3, and 4, we focus on ES shareholder proposals, management proposals (except
director elections), and director elections, respectively. We continue to find that women-led
mutual funds do not rely on ISS recommendations to a larger extent than other funds for

their voting decisions.

4 Conclusion

There is a growing emphasis on female representation in the finance industry and, in par-
ticular, in investment management. While several initiatives seek to tackle the underrepre-
sentation of women, little is known about the implications of female representation in asset
management team. In this paper, we document that female representation in mutual fund
teams affect several aspects of their proxy voting behavior. All the results are robust to a
stringent set of fixed effects, making it unlikely that they are due to omitted factors.

First, we find that women-led mutual funds are significantly more likely to support ES
proposals. Their voting support is more pronounced when these proposals explicitly relate

to ES risks, consistent with gender differences in risk aversion. Digging deeper into the

24



universe of ES proposals, we find that women-led mutual funds support more environmental
proposals, consistent with the stronger awareness of women for climate change issues.

Second, we document that women-led mutual funds are more likely to support female
CEOs: They are more likely to vote in favor of management proposals and against share-
holder proposals when the CEQO is a female. These results are consistent with the existence
of an in-group bias and suggest that female representation in mutual fund teams affects their
assessment of female CEOs.

Third, we show that women-led mutual funds are more likely to support female candidates
in director elections, especially when there is a shortage of female candidates and when
the fraction of female members in the boardroom is low. This result is consistent with
women-led mutual funds being concerned with gender diversity issues and seeking to increase
female representation in the boards of their portfolio firms. In particular, increasing female
representation in mutual funds’ team is likely to have spillover effects for board gender
diversity.

Overall, our results indicate that gender differences in fund management teams influence

several key aspects of their voting behavior.
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Table 1. Summary Statistics

This table reports summary statistics for our main variables in the samples we use in our analysis.

Variables #0Obs. Mean S.D. Min 0.25 Mdn 0.75 Max
Shareholder Proposals

Vote For (%) 1,156,784  36.40 48.12 0.00  0.00 0.00  100.00 100.00
Governance Proposal 1,156,784 0.75 0.43 0.00 1.00 1.00 1.00 1.00
ES Proposal 1,156,784 0.25 0.43 0.00 0.00 0.00 0.00 1.00
Environmental Proposal 1,156,784 0.10 0.30 0.00 0.00 0.00 0.00 1.00
Social Proposal 1,156,784 0.14 0.35 0.00 0.00 0.00 0.00 1.00
Women-Led Mutual Fund 1,156,784 0.09 0.29 0.00 0.00 0.00 0.00 1.00
Team Size 1,156,784 3.04 2.63 1.00 1.00 2.00 4.00 34.00
Fund TNA (million $) 1,156,784 1,800 4,900 0.00 19 180 970 33,000
Fund Expense Ratio 1,156,784 0.94 0.64 0.04 0.45 0.85 1.25 2.74
Avg. Fund Manager Tenure 1,156,784  64.31 51.27 1.00 27.00 50.00 89.00 496.50
Avg. Fund Manager Experience 1,156,784 115.85 5841 0.00 73.00 111.60 150.25 503.00
Management Proposals —

Without Director Elections

Vote For (%) 3,710,189  93.32 24.98 0.00 100.00 100.00 100.00 100.00
Women-Led Mutual Fund 3,710,189 0.10 0.30 0.00 0.00 0.00 0.00 1.00
Team Size 3,710,189 2.94 2.56 1.00 1.00 2.00 3.00 34.00
Fund TNA (million $) 3,710,189 1,900 4,600 0.05 24 220 1,200 31,000
Fund Expense Ratio 3,710,189 0.85 0.66 0.02 0.31 0.74 1.20 2.76
Avg. Fund Manager Tenure 3,710,189  63.16 50.97 1.00 26.00 48.33  87.50  496.50
Avg. Fund Manager Experience 3,710,189 116.43 58.74 0.00 71.50 112.00 153.00 500.00
Management Proposals —

Director Elections

Vote For (%) 14,216,753  94.27 23.24 0.00 100.00 100.00 100.00 100.00
Women-Led Mutual Fund 14,216,753  0.10 0.30 0.00 0.00 0.00 0.00 1.00
Team Size 14,216,753  2.93 2.54 1.00 1.00 2.00 3.00 34.00
Fund TNA (million $) 14,216,753 2,000 4,800 0.00 26 240 1,300 33,000
Fund Expense Ratio 14,216,753  0.84 0.65 0.02 0.30 0.73 1.19 2.74
Avg. Fund Manager Tenure 14,216,753 63.06 50.84 1.00 26.00 48.00 87.50 496.50
Avg. Fund Manager Experience 14,216,753 114.53 58.43 0.00 69.00 110.00 151.00 503.00
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Table 2. Women-Led Mutual Funds and Voting Support for ES Proposals

This table reports OLS estimates in a sample that includes mutual fund votes on governance and ES proposals
for Russell 3000 firms over the period from 2006 to 2018. Columns 1 and 2 report the results for ES
proposals and governance proposals, respectively. In Column 3, we pool ES and governance proposals
together. The dependent variable, Vote For, is a dummy variable that is equal to one if the fund votes
in favor of the shareholder proposal. Women — Led Mutual Fund is a dummy variable that is equal
to one if at least 50% of the fund management team is composed of women. ES Proposal is a dummy
variable that is equal to one if the proposal is related to ES issues. Ln(Team Size) is the natural logarithm
of one plus the number of fund managers. Ln(Fund TN A) is the natural logarithm of total net assets
under management). Fund Expense Ratio is the total annual expenses and fees divided by total net
assets. Ln(Avg. Manager Tenure) is the natural logarithm of the average number of months since the team
managers started to work for the mutual fund. Ln(Avg. Manager Experience) is the natural logarithm
of the average number of months since the team managers first appeared in the Morningstar database.
Appendix A provides the list of shareholder proposals that we classify as E or S. Standard errors are robust
to heteroskedasticity, clustered by fund, and reported below in parentheses. *** ** and * refer to significance
at the 1%, 5%, and 10% levels, respectively.

(1) (2) (3)

ES Governance ES vs Governance

Proposals  Proposals Proposals
Women-Led Mutual Fund 3.012%** -0.949 -1.307
(1.023) (1.029) (1.086)

ES Proposal x Women-Led Mutual Fund 4.477FF*
(1.513)
Ln (Team Size) 3.691%%F 0541 -1.287
(0.793) (0.864) (0.792)

Ln (Fund TNA) -0.530%**  _0.629%** -0.596%***
(0.190) (0.229) (0.199)
Fund Expense Ratio -3.138%* -2.312 -2.749
(1.587) (2.168) (1.817)

Ln (Avg. Manager Tenure) -0.415 -1.268%** -1.123%4*
(0.313) (0.368) (0.306)

Ln (Avg. Manager Experience) 1.656%** 1.572%* 1.645%**
(0.461 ) (0.627) (0.514)

Observations 285,722 870,701 1,156,784

Proposal Fixed Effects Yes Yes Yes
Fund Fixed Effects Yes Yes Yes

Adjusted R-squared 0.497 0.531 0.529
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Table 3. Women-Led Mutual Funds and Voting Support for ES Proposals
Related to Risk

This table reports OLS estimates in a sample that includes mutual fund votes on governance and ES proposals
for Russell 3000 firms over the period from 2006 to 2018. In Column 1, we pool ES proposals related to risk
and governance proposals. In Column 2, we pool ES proposals not related to risk and governance proposals.
In both columns, the dependent variable, Vote For, is a dummy variable that is equal to one if the fund
votes in favor of the shareholder proposal. Women — Led Mutual Fund is a dummy variable that is equal
to one if at least 50% of the fund management team is composed of women. ES Proposal is a dummy
variable that is equal to one if the proposal is related to environmental issues. Appendix A provides the
list of shareholder proposals that we classify as E or S. Constants are not reported. Standard errors are
robust to heteroscedasticity, clustered by fund, and reported below in parentheses. *** ** and * refer to
significance at the 1%, 5%, and 10% levels, respectively.

(1) (2)

Vote For (%) ES related to risk  ES not related to risk
versus Governance versus Governance

Women-Led Mutual Fund -0.939 -1.328
(1.040) (1.069)

ES Proposal x Women-Led Mutual Fund 7.265%** 4.135%**
(2.055) (1.506)

Observations 895,104 1,132,378

Controls as in Table 2 Yes Yes

Proposal Fixed Effects Yes Yes

Fund Fixed Effects Yes Yes

Adjusted R-squared 0.531 0.529
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Table 4. Women-Led Mutual Funds and Voting Support for E and S Proposals

This table reports OLS estimates in a sample that includes mutual fund votes on governance and ES proposals
for Russell 3000 firms over the period from 2006 to 2018. The dependent variable, Vote For, is a dummy vari-
able that is equal to one if the fund votes in favor of the shareholder proposal. Women — Led Mutual Fund is
a dummy variable that is equal to one if at least 50% of the fund management team is composed of women.
E Proposal is a dummy variable that is equal to one if the proposal is related to environmental issues.
S Proposal is a dummy variable that is equal to one if the proposal is related to social issues. Appendix A
provides the list of shareholder proposals that we classify as E or S. Constants are not reported. Standard
errors are robust to heteroskedasticity, clustered by fund, and reported below in parentheses. *** ** and *
refer to significance at the 1%, 5%, and 10% levels, respectively.

(1) (2)
Vote For (%) Evs. G Svs. G
Women-Led Mutual Fund -1.563 -0.886

(1.068)  (1.002) )
E Proposal x Women-Led Mutual Fund  9.698%**

(1.799)

S Proposal x Women-Led Mutual Fund 0.838

(1.516)
Observations 993,292 1,038,462
Controls as in Table 2 Yes Yes
Proposal Fixed Effects Yes Yes
Fund Fixed Effects Yes Yes
Adjusted R-squared 0.528 0.533
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Table 5. Women-Led Mutual Funds and Voting Support for ES Proposals:
Excluding ES funds

This table reports OLS estimates in a sample that includes mutual fund votes on governance and ES proposals
for Russell 3000 firms over the period from 2006 to 2018. We report the results separately for ES and non-ES
funds. The way we define ES and non-ES funds is indicated at the top of each column. The dependent
variable, Vote For, is a dummy variable that is equal to one if the fund votes in favor of the shareholder
proposal. Women — Led Mutual Fund is a dummy variable that is equal to one if at least 50% of the
fund management team is composed of women. ES Proposal is a dummy variable that is equal to one if
the proposal is related to ES issues. Appendix A provides the list of shareholder proposals that we classify
as E or S. Constants are not reported. Standard errors are robust to heteroskedasticity, clustered by fund,
and reported below in parentheses. *** ** and * refer to significance at the 1%, 5%, and 10% levels,
respectively.

(1) (2) 3)

Vote For (%) Excluding ES funds Excluding 4-5 Globe Excluding 5 Globe
(by name) rating funds rating funds
Women-Led Mutual Fund -1.143 -1.744 -1.014
(1.106) (1.261) (1.102)
ES Proposal x Women-Led Mutual Fund 3.891** 5.168*** 4.273%F*
(1.546) (1.878) (1.572)
Observations 1,133,758 912,814 1,098,939
Controls as in Table 2 Yes Yes Yes
Proposal Fixed Effects Yes Yes Yes
Fund Fixed Effects Yes Yes Yes
Adjusted R-squared 0.526 0.531 0.529
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Table 6. Women-Led Mutual Funds and Voting Support for Female CEOs

This table reports OLS estimates in a sample that includes mutual fund votes on shareholder and management
proposals for Russell 3000 firms over the period from 2006 to 2018. Panel A presents the results for the
full sample and Panel B presents the results for a subsample of female CEOs and matched male CEOs with
similar age and tenure (in the same quartile of the distribution in terms of CEO age and tenure). The
dependent variable, Vote For, is a dummy variable that is equal to one if the fund votes in favor of the
shareholder proposal. Women — Led Mutual Fund is a dummy variable that is equal to one if at least 50%
of the fund management team is composed of women. Female CFEQO is a dummy variable equal to one if
the proposal is targeted at a firm headed by a female CEO. Constants are not reported. Standard errors are
robust to heteroskedasticity, clustered by fund, and reported below in parentheses. *** ** and * refer to
significance at the 1%, 5%, and 10% levels, respectively.

Panel A. Baseline results

(1) (2)
Vote For (%) Shareholder Proposals Management Proposals
Women-Led Mutual Fund -0.083 -0.358%*
(0.993) (0.170)
Female CEO x Women-Led Mutual Fund -1.788%* 0.292*
(0.896) (0.176)
Ln (Team Size) -1.399* -0.043
(0.797) (0.064)
Ln (Fund TNA) 0,592 _2.015%%*
(0.201) (0.769)
Fund Expense Ratio -2.581 -0.165
(1.816) (0.102)
Ln (Avg. Manager Tenure) -1.078%** 0.009
(0.308) (0.152)
Ln (Avg. Manager Experience) 1.588%** -0.358%*
(0.528) (0.170)
Observations 1,061,227 3,710,189
Proposal Fixed Effects Yes Yes
Fund Fixed Effects Yes Yes
Adjusted R-squared 0.525 0.466
Panel B. Matched sample
(1) (2)
Vote For (%) Shareholder Proposals Management Proposals
Women-Led Mutual Fund 4.063*** -0.816%**
(1.104) (0.305)
Female CEO x Women-Led Mutual Fund -3.228%** 0.500**
(1.112) (0.230)
Observations 90,348 292,668
Controls as in Table 2 Yes Yes
Proposal Fixed Effects Yes Yes
Fund Fixed Effects Yes Yes
Adjusted R-squared 0.534 0.491
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Table 8. Women-Led Mutual Funds and ISS recommendations

This table reports OLS estimates in a sample that includes mutual fund votes on director elections for Rus-
sell 3000 firms over the period from 2006 to 2018. In all Columns, the dependent variable, Follow IS.S,
is a dummy variable that is equal to one if the fund votes following ISS recommendation, and zero other-
wise. Women — Led Mutual Fund is a dummy variable that is equal to one if at least 50% of the fund
management team is composed of women. We estimate the regressions for different subsets of proposals,
which are indicated at the top of each column. Constants are not reported. Standard errors are robust to
heteroskedasticity, clustered by fund, and reported below in parentheses. *** ** and * refer to significance
at the 1%, 5%, and 10% levels, respectively.

(1) (2) (3) (4)
Follow ISS reco All shareholder ES shareholder — All management Management proposals
proposals proposals proposals but related to
proposals proposals director elections director elections
Women-Led Mutual Fund 0.007 0.019 0.000 -0.002
(0.010) (0.012) (0.002) (0.002)
Ln (Team Size) -0.005 -0.008 -0.004** 0.000
(0.009) (0.013) (0.002) (0.003)
Ln (Fund TNA) -0.006%** -0.007** -0.001** -0.001%*
(0.002) (0.003) (0.001) (0.001)
Fund Expense Ratio -0.020 -0.038 -0.015%* -0.021%*
(0.020) (0.024) (0.008) (0.008)
Ln (Avg. Manager Tenure) -0.015%+* -0.016** -0.002 -0.001
(0.004) (0.007) (0.001) (0.001)
Ln (Avg. Manager Experience) 0.025%** 0.035%** 0.004** 0.004**
(0.006) (0.009) (0.002) (0.002)
Observations 1,156,784 285,722 3,710,189 14,216,753
Proposal Fixed Effects Yes Yes Yes Yes
Fund Fixed Effects Yes Yes Yes Yes
Adjusted R-squared 0.471 0.537 0.371 0.380
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Appendix Al. Environmental and Social Shareholder Proposals

Panel A. Environmental Proposals

ISS Category Code Nb. Unique Proposals
Climate Change Action 2
Community- Environmental Impact 87
Energy Efficiency 6
Environmental - Related Miscellaneous 13
Establish Environmental/Social Issue Board Committee 4
Establish Other Governance Board Committee 7
GHG Emissions 143
Hydraulic Fracturing 15
Link Executive Pay to Social Criteria 26
Nuclear Power - Related 16
Nuclear Safety 1
Recycling 35
Renewable Energy 40
Report on Climate Change 110
Report on Environmental Policies 23
Report on Sustainability 153
Require Environmental /Social Issue Qualifications for Director Nominees 12
Toxic Emissions 3
Wood Procurement 8
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Panel B. Social Proposals

ISS Category Code

Nb. Unique Proposals

Adopt Sexual Orientation Anti-bias Policy
Animal Slaughter Methods

Animal Testing

Animal Welfare

Anti-Social Proposal

Charitable Contributions

China Principles

Data Security, Privacy, and Internet Issues
Establish Environmental/Social Issue Board Committee
Establish Other Governance Board Committee
Facility Safety

Fair Lending

Gender Pay Gap

Genetically Modified Organisms (GMO)

Health Care - Related

Human Rights Risk Assessment

Human Rights-Related [country]

Improve Human Rights Standards or Policies
Labor Issues - Discrimination and Miscellaneous
Link Executive Pay to Social Criteria

MacBride Principles

Operations in High-Risk Countries

Product Safety

Reduce Tobacco Harm to Health

Report on EEO

Report on Sustainability

Require Director Nominee Qualifications
Require Environmental /Social Issue Qualifications for Director Nominees
Review Foreign Military Sales

Review Tobacco Marketing

Sever Links with Tobacco Industry

Social Proposal

Tobacco - Related - Miscellaneous

Weapons - Related

Workplace Code of Conduct (For Reporting Purposes Ounly)

90
20
23
47
71
24
4
24
6
2
13
12
18
34
36
18
1
150
13
9
20
19
26
7
41
1
8
1
18
15
1
117

16

Panel C. Environmental Social Proposals

ISS Category Code Nb. Unique Proposals

Establish Environmental/Social Issue Board Committee 17
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Appendix A2. Distribution of Fund Votes and Female Representation by
Management Team Size

Panel A. Distribution of fund votes by management team size

This table reports the number of votes, the percentage of votes, and cumulated percentage of votes for funds
with different management team size.

Number of Managers  Freq. Pct.  Cum.
1 309,000 26.71 26.71

2 334,078  28.88  55.99
3 208,353 18.01 73.60
4 104,036 8.99  82.60
) 79,040 6.83 89.43
6 35,636 3.08  92.51
7 21,459 1.86 94.37
8 12,631  1.09 95.46
9 12,644 1.09  96.55
10 6,975  0.60 97.15

Greater than 10 32,932 3.00 100.00

Panel B. Female representation by management team size

This table reports the average female representation, the fraction of funds with 100% of female managers,
50% of female managers, and at least one female managers for funds with different management team size.

Number of Pct. female 100% female At least 50% At least one
Managers  managers managers  female managers female manager
1 5.71% 5.71% 5.71% 5.71%
2 12.19% 0.25% 24.13% 24.13%
3 10.72% 0.07% 2.31% 29.78%
4 9.63% 0.00% 4.73% 33.72%
5 11.66% 0.00% 0.75% 48.40%
6 9.55% 0.00% 1.56% 42.83%
7 11.64% 0.00% 0.00% 57.31%
8 12.28% 0.00% 0.83% 65.18%
9 8.45% 0.00% 0.00% 51.73%
10 10.93% 0.00% 0.00% 67.04%

40



about ECGI

The European Corporate Governance Institute has been established to improve corpo-
rate governance through fostering independent scientific research and related activities.

The ECGI will produce and disseminate high quality research while remaining close to
the concerns and interests of corporate, financial and public policy makers. It will draw on
the expertise of scholars from numerous countries and bring together a critical mass of
expertise and interest to bear on this important subject.

The views expressed in this working paper are those of the authors, not those of the ECGI
or its members.

www.ecgi.global



ECGI Working Paper Series in Finance

Editorial Board

Editor

Consulting Editors

Editorial Assistant

Mike Burkart, Professor of Finance, London School
of Economics and Political Science
Renée Adams, Professor of Finance, University of Oxford

Franklin Allen, Nippon Life Professor of Finance, Professor of
Economics, The Wharton School of the University of
Pennsylvania

Julian Franks, Professor of Finance, London Business School

Mireia Giné, Associate Professor, IESE Business School
Marco Pagano, Professor of Economics, Facolta di Economia

Universita di Napoli Federico Il
Asif Malik, Working Paper Series Manager

www.ecgi.global/content/working-papers



Electronic Access to the Working Paper Series

The full set of ECGI working papers can be accessed through the Institute’s Web-site
(www.ecgi.global/content/working-papers) or SSRN:

Finance Paper Series http://www.ssrn.com/link/ECGI-Fin.html
Law Paper Series http://www.ssrn.com/link/ECGI-Law.html

www.ecgi.global/content/working-papers



	cover
	SSRN-id4214762
	Introduction
	Data and Measures
	Main data sources and sample construction
	Identifying women-led mutual funds
	Summary statistics
	Empirical setting

	Empirical Results
	Women-led mutual funds and voting support for ES shareholder proposals
	Women-led mutual funds and in-group favoritism in voting
	Women-led mutual funds and voting support for female candidates in board elections
	Women-led mutual funds and ISS recommendations

	Conclusion

	cover

