Accepted Manuscript

Journal of
FINANCIAL

i

il
I

E% STABILITY
Title: Is There a Gender Effect on the Cost of Bank Financing? . =
Authors: Danilo V. Mascia, Stefania P.S. Rossi ;:;%:__
PII: S1572-3089(16)30204-2 3
DOI: http://dx.doi.org/doi:10.1016/j.j£s.2017.07.002
Reference: JES 561
To appear in: Journal of Financial Stability
Received date: 14-3-2017
Revised date: 21-6-2017
Accepted date: 6-7-2017

Please cite this article as: Mascia, Danilo V., Rossi, Stefania P.S., Is There a
Gender Effect on the Cost of Bank Financing?.Journal of Financial Stability
http://dx.doi.org/10.1016/j.jfs.2017.07.002

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.


http://dx.doi.org/doi:10.1016/j.jfs.2017.07.002
http://dx.doi.org/10.1016/j.jfs.2017.07.002

Is There a Gender Effect on the Cost of Bank Financing?:

Danilo V. Mascia and Stefania P.S. Rossi2
This version: June 21, 2017
Highlights:

e We explore possible gender discrimination in the cost of bank financing for European SMEs
utilizing a sample drawn from the ECB SAFE dataset;

e Our main literature contribution consists of our novel approach that captures discrimination by
looking at effects determined by variations in leadership gender on the cost of bank credit;

e Results show that female-led businesses are more likely to face worse price conditions for bank
financing than male-led counterparts;

e The evidence highlights the existence of a sort of qualitative premium that firms may gain when
experiencing a shift from female to male leadership;

e The paper addresses causality and endogeneity issues.

Abstract

In this paper, we address the question of whether the gender of a firm’s leader affects the cost of
bank funding faced by small and medium enterprises in Europe. Using a large sample of
observations of non-financial firms, during the years 2009-2013, we empirically test for the
presence of discrimination, comparing female-led and male-led firms. After controlling for a rich
set of variables and addressing potential endogeneity, our results show that 7) female-led enterprises
are more likely to face worse price conditions for bank financing compared to their male-led
counterparts and, ) firms whose leadership changes from female to male are more likely to benefit
from an improvement in interest rate levels. This evidence is robust to different model
specifications and various methodological approaches. The existence of such bias in the credit
markets highlights the need of policy measures addressing female-led businesses, thus reducing

their bank financing burdens and enhancing their entrepreneurial opportunities.
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