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Female leadership in strategic decision-making has received considerable attention in the context of global
gender inequality. To advance our understanding of the role of executive gender in corporate financing decisions,
we examine whether family firms are less likely to use leverage than their non-family counterparts when they
have a female leader (considering CEO and board chair as leadership positions). In addition, we examine whether
board independence influences gender differences in the use of leverage in family firms. Drawing on the

behavioral agency model (BAM) and socioemotional wealth (SEW) theory, we develop and empirically test our
hypotheses using a large dataset of firms from 40 countries. Our results show that family ownership increases the
reluctance of female-led firms to use leverage, but board independence mitigates this effect.

1. Introduction

Research has emphasized that corporate decision-making is shaped
by how leaders interpret situations based on their values, behaviors,
experiences, educational background, or personality traits (e.g., Zhu &
Westphal, 2014; Daily et al., 2002). Gender has become a well-studied
personal characteristic (e.g., Schopohl et al.,, 2021; Li & Al-Najjar,
2022; Pfefferman et al., 2022) as a result of increased attention to
gender equality policies and regulations in developed countries. In
addition, there has been a notable increase in the proportion of female
managers in the European Union in recent years, as documented by
Eurostat.” Specifically, the proportion of women in these roles was less
than 30 % in 2002 and increased to 34 % by 2020. However, this upward
trend still does not reflect the broader presence of female executives in
the overall workforce. Globally, women hold only a modest 4.4 % of
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CEO positions, according to S&P 2023 Global data.® Given gender dif-
ferences in behavioral traits, such as conservatism and overconfidence, a
growing body of literature examines how firms’ strategies and outcomes
are shaped by the gender of their top executives and board directors (e.
g., Schopohl et al., 2021; Bauweraerts et al., 2022; Marano et al., 2022).

We take a step forward in this research effort by examining the
relationship between leader gender (based on CEO and board chair
positions) and firm leverage. Leverage decisions, as indicated by a firm’s
reliance on debt financing, are widely considered to reflect the risk-
taking propensities of top executives (in turn subject to gender biases).
Research attention to family firms has significantly increased in recent
years (Chrisman et al., 2024) and some studies suggest that in firms with
this particular ownership type, leverage decisions are often driven by
noneconomic goals (Munoz-Bullén et al., 2023). Drawing on the
behavioral agency model (BAM), we theorize that firm-specific
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characteristics related to firm ownership (family ownership) and
corporate governance (board independence) play a key role in the
behavior of female leaders and influence their leverage decisions.
Family ownership is thought to promote a unique strategic vision within
the firm as a result of the greater importance of tradition (De Massis
etal., 2016; Capolupo et al., 2023) and the need to preserve SEW or “the
non-financial aspects of the firm that meet the family’s specific needs,
such as identity, the ability to exercise influence, and the perpetuation of
the family dynasty” (Gomez-Mejia et al., 2007, p. 106). All this, in turn,
influences the reference point for business decisions (Berrone et al.,
2012; Mazzelli et al., 2020; Debellis et al., 2021; Gomez-Mejia et al.,
2023a, 2023b; Aguilera et al., 2024). Compared to non-family firms, the
emotional attachment of family firms (Berrone et al., 2012; Davila et al.,
2023; Aguilera et al., 2024) may make female leaders more cautious
when making major decisions, such as the use of leverage. Our study
advances this line of research by jointly considering the influence of
female leadership and the contextual specificities of family firms, which
are subject to the influence of SEW in strategic decision-making. The
study of this female leader-family firm tandem is of particular interest as
family firms increasingly consider and provide an enabling environment
for female leadership (e.g., Eddleston & Sabil, 2019; Herndndez-Linares
et al., 2023; Maseda et al., 2023).

In addition, financing decisions may be of particular concern to in-
dependent directors, who may be more inclined than other types of di-
rectors to ensure an acceptable level of financial performance in order to
maintain their reputations and to counterbalance excessive family-
oriented goals. Board independence has been found to be a powerful
monitoring mechanism for corporate decision-making (Khan et al.,
2022; Bettinelli et al., 2023). Accordingly, we consider this board
characteristic to examine how director independence influences the
behavior of female leaders and their decisions in light of the stronger
emotional attachment in family firms. Independent directors can pro-
vide a counterbalance and promote rational behavior in these firms
because they are more likely to be free of emotional bias and more aware
that reluctance to use external financing can lead to missed value-
maximizing investment opportunities for all stakeholders.

In our hypotheses, we draw on the behavioral agency model (BAM)
(Wiseman & Gomez-Mejia, 1998) and socioemotional wealth (SEW)
insights (Berrone et al., 2012; Davila et al., 2023; Gomez-Mejia et al.,
2007) to examine the relationship between female leadership and firm
leverage. According to these perspectives, family owners are seen as
balancing economic and noneconomic goals, and their decisions are
driven by their willingness to preserve their affective endowment
(Gomez-Mejia et al., 2007, 2014; Berrone et al., 2012). As a result,
family firms are an ideal context to examine the role of leader gender
(Wang et al., 2023) and its influence on firm financing decisions (Chua
et al., 2011; Crespi & Martin-Oliver, 2015). The rationale is that family
firms are perceived to be more trustworthy (Chua et al., 2011; Crespi &
Martin-Oliver, 2015), which mitigates lender reluctance relative to non-
family firms, allowing the demand side of debt financing to be isolated
from the supply side. Moreover, our research responds to recent calls for
a better understanding of the role of women in the specific setting of
family firms (Martinez-Jimenez, 2009; Amore et al., 2014; Campopiano
et al,, 2017; Maseda et al., 2022), considering the importance of
financing decisions in these firms (e.g., Koropp et al., 2013; Michiels &
Molly, 2017; Minola et al., 2016; Molly et al., 2019; Poletti-Hughes &
Martinez Garcia, 2022; Munoz-Bullon et al., 2023).

In addition, we consider a potential boundary condition that could
broaden our understanding of how family firms balance potential SEW
losses against potential financial gains from the use of leverage (Berrone
et al.,, 2012; Gomez-Mejia et al., 2007). Given the central role of
corporate boards in a firm’s financing policy (Molly et al., 2019;
Comino-Jurado et al., 2021), we investigate whether board indepen-
dence shapes the influence that family ownership and female leadership
together have on the firm’s leverage, taking into account the affective
wealth-at-risk for family owners (Gomez-Mejia et al., 2007; Davila et al.,
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2023), which, according to BAM and SEW, discourages risk-taking
(Gomez-Mejia et al., 2014). In doing so, we extend research on gender
and leverage decision-making by integrating the key role of corporate
governance, in particular board independence, which is perceived to
ensure better governance and firm performance.

We empirically test our hypotheses on a large sample of 2,282 listed
firms (16,479 firm-year observations) from 40 countries over the period
2007 to 2017. This large sample allows us to provide additional insights
to previous studies, most of which have been conducted in a single-
country context (e.g., Luo et al., 2018; Molly et al., 2019). Our evi-
dence shows that higher family ownership increases female leaders’
reluctance to rely on leverage. In contrast, board independence weakens
this effect, thereby encouraging the use of leverage. From an empirical
perspective, we add to the existing body of knowledge on the effect of
female leadership on leverage (largely based on cross-sectional and
single-country studies) by extending the empirical evidence to an in-
ternational setting using panel data.

Our study makes two main contributions. First, it advances family
business research. Building on the BAM and SEW approaches, we pro-
pose a novel theoretical understanding of how leader gender shapes
financing decisions. In response to persistent calls for firms to break
through the glass ceiling (Knippen et al., 2019), we extend current un-
derstanding of the role of female leadership in family firms (e.g., Amore
et al., 2014; Campopiano et al., 2017; Bjuggren et al., 2018; Bettinelli
et al., 2019; Bauweraerts et al., 2022; Gjergji et al., 2023) by exploring
its underlying mechanisms, particularly in the context of leverage de-
cisions. This is important because female leaders now play a much more
visible role in strategic decision-making in family firms than they did
just a few years ago (e.g., Eddleston & Sabil, 2019; Martinez-Jimenez,
2009).

Second, we contribute to corporate governance research by high-
lighting the relevance of independent board members from a new
perspective (Garcia-Meca & Santana-Martin, 2023; Maggi et al., 2023;
Poletti-Hughes & Briano-Turrent, 2019). Specifically, we theorize board
independence as a boundary condition that serves as a contingency
factor shaping the relationship between female leaders and leverage in
family firms. Board independence can mitigate the reluctance of female
leaders to adopt more risky financing decisions in family firms, such as
the use of leverage. By shedding light on the role of board independence
on the leverage aversion of female-led family firms, our findings
contribute theoretical insights on the diversity of corporate board
structures across firms. Given the primary responsibility of boards to
oversee and advise the top management team, greater board indepen-
dence may increase the likelihood of using leverage to secure financial
wealth in female-led family firms. To our knowledge, the impact of
board independence on the relationship between female leadership and
leverage in family firms remains unexplored.

2. Female leadership and leverage: Family ownership and board
independence

To gain a deeper understanding of gender differences in strategic
financing decisions, we examine whether family ownership affects the
willingness of female leaders to rely on higher leverage in their firms. In
addition, we argue that the presence of independent directors on the
board may promote rational decision-making and thus counterbalance
gender- and family-related behavioral biases in the use of leverage.

2.1. Female leadership and leverage: The moderating role of family
ownership

Increasing attention has been paid to behavioral differences between
female and male leaders (Gupta et al., 2020; Pfefferman et al., 2022).
Gender role stereotypes suggest that women are characterized by
communal traits (e.g., socially sensitive, empathetic, and relationship-
oriented), while men are typically associated with agentic traits (e.g.,
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aggression) (Eagly, 1987; Tang et al., 2021). Despite the importance of
this body of research, the differential propensity to make strategic de-
cisions based on the gender of the family firm’s leader has not received
sufficient attention. To advance this line of inquiry, we examine whether
family ownership plays a role in such gender differences in leverage
decisions. We hypothesize that SEW preservation may lead family
ownership to shape the ex-ante reluctance of female leaders to use
leverage.

SEW theory draws on the behavioral agency model (BAM) (Wiseman
& Gomez-Mejia, 1998) and asserts that the stock of affective value
embedded in the family firm constitutes a primary reference point in the
decision-making of these firms (Gomez-Mejia et al., 2007; Davila et al.,
2023). These two theoretical approaches posit that family firms balance
noneconomic and financial goals, and that family owners prioritize their
stock of affective endowment in their strategic decisions (e.g., Berrone
et al., 2012; Davila et al., 2023; Gomez-Mejia et al., 2023b; Aguilera
et al., 2024). As a result, family ownership leads to strategic decisions
that are more focused on SEW preservation (Gomez-Mejia et al., 2007;
Davila et al., 2023), thus encouraging firm leaders to support the
noneconomic goals of family firm owners.

This tendency is likely to be more pronounced in female leaders for a
number of reasons. On the one hand, empirical evidence suggests that
female behavior tends to be oriented toward communal goals and
fostering interpersonal relationships, coupled with an aptitude for con-
flict resolution (Eagly et al., 2003). As a result, female leaders often
promote an emotional leadership style that ensures peace, harmony, and
well-being (Martinez-Jimenez, 2009; Eddleston & Sabil, 2019). Thus,
female leadership is expected to be consistent with the desire to manage
multiple overlapping family business systems (the trade-off between
economic and noneconomic goals) (Cruz et al., 2019). Family ownership
accentuates the relative importance of noneconomic goals over financial
goals for female leaders, in turn influencing gender differences in
leverage decisions (Michiels & Molly, 2017; McConaughy et al., 2001;
Lopez-Delgado & Diéguez-Soto, 2020; Poletti-Hughe & Martinez Garcia,
2022).

On the other hand, female leaders are generally undervalued in their
positions compared to their male counterparts in the same leadership
role (Ryan & Haslam, 2007). In addition, female career trajectories tend
to suffer from greater scrutiny and negative stereotypes (Eagly & Karau,
2002). All these issues lead female leaders to be less risk-taking than
their male counterparts (Powell & Ansic, 1997; Croson & Gneezy, 2009).
While this female risk aversion (Powell & Ansic, 1997; Croson & Gneezy,
2009; Lopez-Delgado & Diéguez-Soto, 2020; Li & Al-Najjar, 2022) is
important for all types of firms, it is likely to be more pronounced in
family firms due to their greater willingness to limit risk exposure in
order to preserve family-related goals, which creates a particular
incentive to avoid reliance on external financing and use more internal
financing. Since female leaders are perceived to be more reluctant to
engage in riskier and more radical strategies in family firms (Baixauli-
Soler et al., 2016; Faccio et al., 2016; Hernandez et al., 2023), this may
trigger greater avoidance of leverage due to the potential bankruptcy
costs and financial distress associated with debt financing (Koropp et al.,
2013; Michiels, & Molly, 2017). Similarly, the desire of family firm
owners to preserve SEW (Berrone et al., 2012; Gomez-Mejia et al., 2007;
Davila et al., 2023) will encourage female leaders in family firms to
make conservative strategic decisions that move away from leverage, as
debt financing involves paying out future cash flows, and high levels of
debt could limit the firm’s access to additional financial resources in the
future (Gallo et al., 2004). As the proportion of family ownership in-
creases, female leaders’ concerns about relying on leverage will increase
as family owners typically focus on the firm’s nonfinancial utility
(Berrone et al., 2012; Gomez-Mejia et al., 2007; Molly et al., 2019).
Therefore, female leaders in family firms will be more reluctant to rely
on leverage to maintain the family’s affective needs, thereby showing a
stronger preference for internal financing over leverage.

In terms of gender expectations, men are typically perceived as
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agentic, competitive, and emphasizing the pursuit of personal achieve-
ment (Eagly & Karau, 2002; Eagly et al., 2003; Hernandez et al., 2023),
while women are perceived as more diligent, better communicators, and
more sensitive to the needs of others (Eagly et al., 2003; Pandey et al.,
2020). In this regard, the desire of female leaders to attend to the in-
terests of family stakeholders (Campopiano et al., 2019) and prioritize
family-centered goals makes female-led family firms less likely to use
debt financing, as leverage increases affective endowment risk exposure.
Although female leaders do not necessarily downplay economic orga-
nizational goals, their greater emphasis on SEW as a reference point in
family firms may lead them to sacrifice the use of debt. Accordingly,
female leaders will be less willing to take on debt in family firms because
doing so might deplete their SEW and jeopardize family control, as
creditors might exert extensive influence over business operations
(creditor monitoring) (Molly et al., 2019; Comino-Jurado et al., 2021).
Moreover, their ability to dictate business policy might be limited by
conditions imposed by lending banks (Gallo et al., 2004). Therefore:

H1. Family ownership has a negative moderating effect on the relation-
ship between female leadership and leverage.

2.2. Female leadership and leverage in family firms: The role of board
independence

Simply examining family ownership, while important, does not allow
understanding the noneconomic aspects that concurrently drive firm
behavior (Gomez-Mejia et al., 2007; Berrone et al., 2012; Davila et al.,
2023). Specifically, we argue that investigating the impact of female
leadership on leverage in family firms requires further consideration of
the role played by the firm’s board of directors. Recognizing this role can
provide a more nuanced understanding of financing decisions in female-
led family firms by combining the BAM and SEW theoretical lenses.
Although family ownership may exacerbate female leaders’ reluctance
to use leverage due to the greater salience of SEW goals in family firms,
we argue that some corporate governance features, such as board in-
dependence, which are designed to enhance rational decision-making,
are likely to mitigate the effect posited in H1.

Corporate boards play a critical role in protecting the interests of all
stakeholders, beyond top management and family owners (Bettinelli
et al., 2023). In addition, board responsibilities include providing
guidance, knowledge, and advice to the CEO and top management team,
as well as ensuring access to critical resources (Cirillo & Mussolini,
2019). These responsibilities are primarily attributed to independent
board members, which raises an important research question: Does
board independence influence the willingness of female leaders in
family firms to use leverage? Board independence may lead to a shift in
the decision-making behavior of female leaders in family firms, pro-
moting the prioritization of financial utility, which mitigates the reluc-
tance to use leverage. To prevent the negative effects of noneconomic
family goals, boards should monitor these goals, including maintaining
family harmony and intergenerational family employment. Thus, we
posit that a higher proportion of independent directors could curb the
reluctance of female leaders to use leverage in family firms, as these
directors are likely to prioritize the firm’s financial utility to ensure firm
survival and thus their reputation for expertise for which they were
appointed to the board (Goel et al., 2013). Board independence is a key
internal governance mechanism that limits the influence and power of
controlling shareholders (Fama & Jensen, 1983; Shleifer & Vishny,
1989).

From the BAM and SEW perspectives, family firm boards are influ-
enced by how aversion to the loss of family-centered noneconomic
utilities affects risk-taking (Gomez-Mejia et al., 2014). Indeed, “the
presence of independent members on the board strengthens internal
corporate governance mechanisms, especially in the context of family
firms” (Poletti-Hughes & Briano-Turrent, 2019, p. 82). In family firms,
the board is a key instrument for making financing decisions (e.g.,
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Gonzalez et al., 2013; Molly et al., 2019; Comino-Jurado et al., 2021),
and board independence may lead to unique preferences in the goal
pursuit behavior of female leaders. The appointment of independent
directors takes place in a highly competitive labor market (Shaw et al.,
2021, p. 1145). Due to the prioritization of talent and prestige in the
hiring process, independent directors could help family firms access a
network of professional knowledge (Poletti-Hughes & Briano-Turrent,
2019), placing more importance on firm survival, with the board
likely to perceive leverage as a way to increase the firm’s competitive
advantage. Independent directors can provide useful advice to female
leaders, who may modify their past behavior in the best interests of the
firm. In particular, the reluctance to use leverage can be detrimental to
firms in some cases, for example, when it limits the firm’s ability to
pursue value-maximizing investment projects. Independent directors
will draw the attention of female leaders to leverage in order to better
align their financing decisions with the investment opportunities. As a
result, the presence of independent directors on the board is likely to
mitigate the reluctance to use leverage in female-led family firms, which
are expected to be less likely to promote leverage-oriented actions to
preserve the firm’s emotional ties even at the expense of financial wealth
(Gomez-Mejia et al., 2007; Berrone et al., 2012).

Overall, greater board independence enhances firm monitoring
(Chapple et al., 2012; Post & Bryon, 2015), and independent boards are
more likely to exert greater pressure on female leaders to prioritize
rational decision-making and avoid emotional biases, thereby curbing
the reluctance of female-led family firms to use leverage to align the
firm’s financing strategy with the goal of creating financial wealth.
Therefore, we expect greater board independence to counterbalance the
leverage behavior of female leaders and bring it closer to that of their
male counterparts. Independent directors on the board could make fe-
male leaders more aware of the need to not forgo debt financing in order
to serve the interests of the firm’s broader range of stakeholders, rather
than exclusively serving the SEW goals of the owning family. Taken
together, these arguments lead us to the following hypothesis:

H2. Board independence mitigates the negative effect of family ownership
in the relationship between female leadership and leverage.

3. Methodology
3.1. Sample

Our data derive from two sources. First, we accessed the NRG Metrics
Family Firms Dataset, which is compiled by a team of expert analysts
who manually enter, review, and cross-check data together with senior
analysts, and is subject to frequent random audits. NRG Metrics uses
publicly available documents, such as annual reports, corporate gover-
nance reports, company presentations, SEC filings, and press releases.
Customized software programs verify all levels of data entry in search of
inconsistencies and errors using a combination of quality control mea-
sures (NRG documents). This dataset includes publicly traded (active
and non-active) firms from Africa, America, Asia, and Europe, and has
been used in previous studies of family firms (Miroshnychenko et al.,
2021). Next, we collected firm-level financial and accounting data from
Osiris, which is a comprehensive dataset of publicly listed companies
worldwide provided by Bureau van Dijk Electronic Publishing. The data
are collated by World'Vest Base and five regionally specialized pro-
viders, supplemented with data from additional sources to check reli-
ability and validity (Bureau van Dijk, 2007). From the initial sample, we
dropped firm-year observations with missing values for our variables.
We also excluded financial firms due to the idiosyncrasies of this in-
dustry and its regulatory and supervisory framework. Thus, our final
sample is an unbalanced panel of 2,282 publicly traded firms (16,479
firm-year observations) from 40 countries for the period 2007 to 2017.
The sample provides sufficient cross-country variation in the capital
structure of firms as well as time variation in financing conditions, as in
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previous studies (Rajan & Zingales, 1995; Saona et al., 2020). Our
sample includes both family and non-family firms.

The use of an unbalanced panel is the best alternative to mitigate
survivorship bias (Elton et al., 1996). Our dataset includes not only firms
that were present throughout the sample period, but also firms that
entered or exited the sample at any time for various reasons (e.g.,
merger, liquidation, inactivity, or going private). Covering both active
and non-active firms avoids the problem of survivorship bias, since
focusing only on firms that survived to the end of the study period would
bias statistical inferences (Elton et al., 1996).

3.2. Variables

Dependent and independent variables. Our dependent variable is a
firm’s leverage measured as the ratio of liabilities and debt to total assets
(Shikimi & Yamada, 2019; Cook et al.,2020). As for our independent
variables, we operationalize female representation in leadership based
on the CEO position. We constructed a dummy variable (female CEO)
equal to 1 if the CEO is female, and 0 otherwise. Second, we measure
family ownership as the ratio of the number of all classes of shares held by
the family to total shares outstanding (e.g., Anderson & Reeb, 2004;
Kotlar et al., 2018).* Third, board independence is measured as a per-
centage (% board independence), which is the ratio of independent di-
rectors to the total number of board members (Lu & Wang, 2018). Our
final sample does not include firms with two-tier boards (Hiilsbeck et al.,
2019). We conducted several tests with alternative independent vari-
ables to check the robustness of our results.

Control variables. Following prior studies, we control for a number of
firm characteristics known to affect leverage decisions (Flannery &
Rangan, 2006; Croci et al., 2011; Crespi & Martin-Oliver, 2015; Das-
kalakis et al., 2017), namely size, profitability, long-term orientation,
cash holdings, asset tangibility, and financial expenses. Firm size is
measured as the natural logarithm of total assets. Larger firms have
lower asset volatility and default risk, which facilitates access to finan-
cial markets and more favorable borrowing conditions. Profitability
captures a firm’s performance and is measured by return on assets (e.g.,
Miller et al., 2013). We approximate a firm’s long-term orientation using
the Kappes and Schmid (2013) index. Given our research focus, we
constructed the index (LTinvesting) using two long-term indicators based
on investment policy (R&D to sales, and depreciation to fixed assets).
Asset tangibility is defined as the ratio of tangible assets to total assets.
Tangible assets provide better collateral for loans and have a higher
liquidation value than intangible assets, which is expected to have a
positive impact on leverage. Cash holdings are approximated by the ratio
of cash to total assets, which is expected to have a negative impact on
leverage according to pecking order theory. Financial expenses are
measured relative to total sales, and are positively associated with
leverage. Finally, we include industry, year, and country dummies to
account for time-invariant unobservable heterogeneity.” A summary of
all the variables used in this study is provided in the Appendix. The
control variables are winsorized at the 1st and the 99th percentiles of
their distribution.

# The use of a continuous measure of family firms has two main advantages in
our particular research setting. First, it allows us to overcome the problematic
issue of heterogeneity across different institutional contexts in the threshold of
family ownership used to categorize a firm as a family firm. Second, it helps
overcome the simplistic dichotomy of family vs non-family firms, and favors a
better assessment of heterogeneity across firms (Bettinelli et al., 2023).

5 The inclusion of these fixed effects is particularly useful to account for
credit supply-side differences. For instance, country fixed effects allow us to
control for potential differences in banking systems across countries, which in
turn may affect the availability of credit for lending. Similarly, industry fixed
effects control for different asset compositions across industries, which may
provide different collateral to lenders.
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3.3. Estimation method

To test our hypotheses, the empirical specification is as follows:
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factor (VIF) of our estimates is at most 5.27, multicollinearity does not
seem to be a serious problem in our empirical study.

Lev;, = p, + p,(FemaleCEO;,) + p,(FamilyOwnership;,) + fp5(BoardIndep;,)
+p,(FemaleCEO, * FamilyOwnership;,) + s(FamilyOwnership;,* BoardIndep; )
+p(FemaleCEO; ,* Boardindep;,) + f,(FemaleCEO, ,* FamilyOwnership;,* BoardIndep; )

+ps(Controls;,) +i; + d, + ¢; + &,

where i refers to firms, t to years, Female CEO;, indicates whether the
CEO position is held by a woman, Family Ownership; ; captures the degree
of family ownership, Board Indep;; is a proxy for board independence,
Controls;; is a vector of control variables (size, profitability, long-term
orientation, cash holdings, asset tangibility, and financial expenses), i;
stands for industry fixed effects (one-digit ICB codes), d; for year fixed
effects, ¢; for country effects, and ¢;; is the error term. To test the
moderating role of board independence in the relationship between fe-
male leadership and leverage in family firms, we include a three-way
interaction term that allows us to disentangle whether the sensitivity
of leverage to female leadership differs across different levels of board
independence.

We apply Blundell and Bond’s (1998) two-stage generalized method
of moments (GMM) system estimator to control for potential endoge-
neity (i.e., correlation between the explanatory variables and the error
term). This estimator has been widely used in capital structure (e.g.,
Daskalakis et al., 2017; Fuente & Velasco, 2020) and family business
research (Cirillo et al., 2021; Garcia-Meca & Santana-Martin, 2023) to
address different sources of endogeneity, such as unobserved hetero-
geneity and simultaneity. For example, if the presence of female leaders
in a firm leads to a reduction (increase) in the firm’s leverage, more
(less) indebted firms may then prefer to hire female (male) leaders. As a
result, leverage would in turn determine whether women are appointed
to leadership positions, leading to endogeneity concerns due to reverse
causality.

GMM relies on the use of lags of the endogenous variables as in-
struments, which is considered to provide more efficient and consistent
estimates than other econometric techniques (Arellano & Bond, 1991;
Ullah et al., 2018). As in other studies, all explanatory variables are
treated as endogenous, except for the industry, year, and country
dummies, which are considered exogenous (Cirillo et al., 2021; Garcia-
Meca & Santana-Martin, 2023). We conducted several other tests. First,
the Wald test supports the joint statistical significance of our variables.
Second, the Arellano and Bond (1991) AR(2) statistic confirms the
absence of second-order serial correlation in the first-difference re-
siduals, and thus our estimates are consistent. The Hansen J-statistic
assesses the exogeneity of the instruments (in all specifications, we do
not reject the null hypothesis of instrument validity).

Table 1 presents the summary statistics of the variables used in the
analyses (i.e., mean, standard deviation, minimum, median, and
maximum). The average level of family ownership in our sample is about
7.5 %. If we apply the threshold of 20 % family ownership (Murro &
Peruzzi, 2019), family firms account for 26.7 % of all firm-year obser-
vations. On average, total liabilities and debt account for 55.8 % of total
assets. Firms with a female CEO account for 2.3 % of the sample, while
53 % of board members are independent.

Table 2 presents the correlation matrix. We find that family owner-
ship is positively correlated with leverage, but without statistical sig-
nificance. Notably, leverage is positively and significantly correlated
with firm size and financial expenses. As the mean-variance inflation

4. Results
4.1. Main results

First, we adopt a split-sample approach similar to previous studies (e.
g., Aouadi & Marsat, 2018; Fuente & Velasco, 2020) to estimate the two-
way interaction effect of female leadership and family ownership in two
subsamples with different levels of board independence (using a binary
variable based on median board independence to separate the sub-
samples).® Specifically, Table 3 estimates the two-way interaction effect
of female CEO and family ownership by subsample based on the sample
median level of % board independence. These estimations allow us to
assess whether the negative relationship between female-led family
firms and leverage is attenuated in firms with more independent boards.
Panel A shows that the interaction term female CEO x family ownership is
negative in the subsample with less independent boards ( = -0.079, p <
0.05), but becomes positive in the subsample of firms with more inde-
pendent boards (f = 0.369, p < 0.01). Thus, under higher board inde-
pendence, the negative influence of family ownership on the
relationship between female leadership and leverage is reversed, and
family ownership therefore promotes higher leverage in female-led
firms. These results support H2. In Panel B, we conducted further ana-
lyses by considering a dummy variable (family firm) to categorize firms
into the family and non-family firm status, which equals 1 if a family
owns more than 20 % of the firm’s shares, and 0 otherwise. These results
also suggest that family ownership discourages higher leverage only in
those female-led firms with less independent boards. As observed in the
last two columns, the presence of a female CEO in a family firm de-
creases firm leverage by 9.2 percentage points in firms with less inde-
pendent boards, while this effect can be expected to be zero in firms with
independent boards.

Table 4 presents the baseline results of the estimated relationship
between female leadership (CEO), family ownership, and leverage,
which allows us to test H1. We estimate three sets of regression models.
Model 1 in Table 4 includes only the control variables and shows the
expected signs. Larger firms and those with a more long-term orientation
and higher financial expenses have more leverage, but the former two do
not show statistical significance in any of the additional regressions. In
contrast, more profitable and cash-rich firms have lower leverage ratios
because accumulated reserves and liquidity are alternative source of
funding that reduce the need for external financing.

Model 2 includes the variables representing women in the CEO po-
sition (female CEO) and family ownership. We obtained a statistically
insignificant coefficient for female CEO. Family ownership is positively
associated with leverage, but not statistically significant (4 = 0.008; p >
0.10). In Model 3, we add the two-way interaction between female CEO

6 We first present these main analyses by subsample, as relying on binary
measures of female leadership, family ownership, and board independence fa-
cilitates the interpretation of the empirical results. We thank an anonymous
reviewer for this suggestion.
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Table 1
Summary statistics.
Variable N. Mean Std. dev. Minimum Median Maximum
Leverage 16,479 0.558 0.193 0.083 0.564 1.134
Female CEO 16,479 0.023 0.149 0 0 1
Family Ownership 16,479 0.075 0.177 0 0 1
% Board Independence 16,479 0.533 0.275 0 0.540 1
Firm Size 16,479 15.323 2.701 9.157 15.005 22.173
Profitability 16,479 0.037 0.087 —0.409 0.040 0.284
Cash Holdings 16,479 0.105 0.096 0.001 0.078 0.556
LT Investing 16,479 0.493 0.241 0.100 0.500 1
Tangible Assets 16,479 0.804 0.194 0.227 0.867 0.999
Financial Expenses 16,479 0.016 0.021 0 0.011 0.139
Robustness variables
Female Chair 16,479 0.030 0.170 0 0 1
Family Firm 16,479 0.267 0.443 0 0 1
Independent Chair 16,479 0.268 0.443 0 0 1
Table 2
Correlation matrix.
) ) 3) 4) 5) (6) 7) 3 9) (10)
Leverage [€D)] 1.000
Female CEO 2) 0.012 1.000
Family Ownership (€)) 0.003 0.047%** 1.000
% Board Independence (€] —0.091%** —0.006 —0.150%** 1.000
Firm Size (5) 0.100%** —0.051*** —0.190%*** —0.227%**
Profitability 6) —0.219%** 0.015** —0.006 0.041%** 1.000
Cash Holdings @) —0.225%%* —-0.011 0.004 0.067%** 0.085* 1.000
LT Investing (8) —0.013* —0.010 —0.127%** 0.034%** 0.056%*** 0.136%**
Tangible Assets 9) —0.004 —0.011 0.087*** —0.219%** 0.173%** 0.006 0.115%**
Financial expenses (10) 0.351%%* 0.016** 0.045%** —0.007 —0.143%*** —0.371* —0.127%%* 1.000

Notes: Industry, country, time dummies, and the alternative robustness definitions of family firm, female leadership, and board independence are not shown. ***, **

and * indicate statistical significance at the 1%, 5%, and 10% level, respectively.

Table 3
Split-sample analyses by board independence.

Dependent variable: Leverage

PANEL A:
Family Ownership

PANEL B:
Family Firm

Above-median % board independence

Below-median % board

Above-median % board Below-median % board

subsample independence independence independence
subsample subsample subsample
Female CEO —0.073***(0.008) —0.025***(0.009) 0.114***(0.028) 0.012
(0.012)

Family Ownership —0.135%*(0.053)

Family Firm

Female CEO x Family
Ownership
Female CEO x Family Firm

0.369***(0.084)

% Board Independence —0.066*%(0.020) 0.002(0.016)

>

Control variables Yes Yes
Year dummies Yes Yes
Industry dummies Yes Yes
Country dummies Yes Yes

0.099***(0.022)

—0.079**(0.032)

—0.050 —0.023**(0.011)
(0.037)
—0.129 —0.092***(0.017)
(0.100)
—0.093*%(0.054) —0.023
(0.016)
—0.015 —0.080%**
Yes Yes
Yes Yes
Yes Yes
Yes Yes

Notes: This table reports the two-step GMM system estimates (standard errors in parentheses) by a subsample of below-median and above-median levels of % board

independence. All the definitions of variables are provided in the data section.

5

** and * denote statistical significance at the 1%, 5%, and 10% level, respectively.

Control variables, year dummies, industry dummies, and country dummies are included in all regressions. The ) coefficient denotes the linear combined effect of

female leadership plus its interaction effect with the family firm dummy.

and family ownership, which allows us to test H1. The coefficient of this
interaction term is negative and statistically significant at the 1 % level
(p =-0.166; p < 0.01). This empirical result suggests that a woman in the
CEO position is associated with lower levels of leverage in firms with
higher family ownership. Holding all other variables constant, a 10 %
increase in family ownership is associated with a 0.77 % increase in

leverage in firms with a male CEO, while if a woman holds the CEO
position, the same increase results in a 0.89 % decrease in leverage
(5-=0.077-0.166 = -0.089). Since the presence of a female CEO in firms
with higher family ownership is negatively associated with leverage, our
results support H1. To better interpret these results, we plotted the
predicted marginal effects of family ownership on leverage for firms with
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Table 4
Gender diversity effects: Main results.
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Dependent variable: Leverage

@ 2) 3) [C)] 5) (6)
Constant 0.534***(0.077) 0.514%**(0.071) 0.481%**(0.062) 0.423%**(0.061) 0.274%**(0.049) 0.256***(0.072)
Female CEO 0.022 0.008 —0.001(0.025) —0.073*** 0.045
(0.027) (0.010) (0.010) (0.041)
Family Ownership 0.008 0.077***(0.019) —0.007 0.006 0.252%*%(0.046)
(0.052) (0.021) (0.026)
Female CEO x Family Ownership —0.166*** 0.023 —0.994***
(0.025) (0.017) (0.190)
% Board Independence —0.059%** —0.044%=* —-0.003
(0.019) (0.012) (0.024)
Family Ownership x % Board Independence 0.003 —0.366%***
(0.048) (0.106)
Female CEO x % Board Independence 0.140%**(0.023) —0.030
(0.059)
Female CEO x Family Ownership x % Board 1.624***(0.300)
Independence
Control variables
Firm Size 0.006 0.011***(0.004) 0.007**(0.003) 0.012***(0.003) 0.019***(0.002) 0.021***(0.004)
(0.004)
Profitability —0.248%** —0.278%*** —0.223%** —0.372%** —0.298%** —0.321***
(0.088) (0.097) (0.057) (0.070) (0.025) (0.059)
Cash Holdings —0.402%** —0.350%** —0.374%** —0.419%** —0.372%** —0.175%**
(0.079) (0.074) (0.031) (0.061) (0.034) (0.059)
LT Investing 0.025 —0.027 0.061***(0.023) —0.017 0.038%*(0.017) 0.004
(0.040) (0.039) (0.031) (0.023)
Tangible Assets —0.044 —0.082%(0.045) -0.027 0.071 0.050 0.015
(0.053) (0.042) (0.044) (0.032) (0.046)
Financial Expenses 2.073%*%(0.319) 2.545**%(0.374) 2.456***(0.135) 1.922%**(0.246) 2.287**%(0.129) 1.588***(0.240)
Year dummies Yes Yes Yes Yes Yes Yes
Industry dummies Yes Yes Yes Yes Yes Yes
Country dummies Yes Yes Yes Yes Yes Yes
N 16,479 16,479
Wald test 1.08e + 07*** 7.09e -+ 08***
AR(1) statistic —7.47%%* —6.63%**
AR(2) statistic —1.48 —1.46
p-value AR(2) test 0.140 0.146
Hansen test 126.36 234.70
p-value Hansen test 0.202 0.620

Notes: This table reports the two-step GMM estimates (standard errors in parentheses). All the definitions of variables are provided in the data section. *

,and *

denote statistical significance at the 1%, 5%, and 10% level, respectively. Control variables, year dummies, industry dummies, and country dummies are included in all

regressions.

Leverage
!
!

0 .25 5 .75 1
Family Ownership

Male CEO ———-—- Woman CEO

Fig. 1. Female leadership, family ownership, and leverage.

a male CEO and firms with a female CEO, holding the control variables
constant at the mean level. Fig. 1 graphically illustrates the analysis.
Family ownership has a negative effect on leverage in firms with a fe-
male CEO. The opposite is observed in firms with a male CEO.

Table 4 shows the results of the moderating effect of % board inde-
pendence (Models 4-6), on the female leadership-leverage relationship.
These models allow us to assess whether the negative relationship be-
tween female-led family firms and leverage is reversed for boards with
higher levels of independence. Examining the interaction between fe-
male CEO with family ownership and % board independence (Model 6)
reveals a positive coefficient that is statistically different from zero (f =
1.624; p < 0.01). Thus, consistent with H2, the negative effect of female
leadership on the family ownership-leverage relationship is attenuated
the more independent the board of directors is. % Board independence
(considered individually) has a negative but statistically insignificant
effect on leverage. Fig. 2 illustrates the predicted marginal effects of
family ownership on leverage for firms with a male CEO and firms with a
female CEO, separately by subsamples depending on % board indepen-
dence (below the sample median and above the sample median of board
independence). The control variables are held constant at the mean
level. We observe that the negative impact of female leadership on the
relationship between family ownership and leverage disappears and is
reversed in the subsample with higher board independence.

4.2. Robustness tests

Next, we report the results of the additional analyses conducted to
check the robustness of our results. Overall, our empirical results remain
similar in the direction of the hypothesized effects. We re-estimated our



A. De Massis et al.

Journal of Business Research 179 (2024) 114700

Subsample of below-median % board independence
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Fig. 2. The moderating effect of family ownership on the female leadership and leverage relationship (by subsample of above- and below-median board

independence).

Table 5
Robustness tests: Alternative definitions.

Dependent variable:
Leverage

Female CEO —-0.019

(0.016)

0.045

(0.032)

—0.049

(0.046)

—-0.021

(0.030)
—0.190%**(0.073)
0.162%**(0.037)
0.010

(0.081)

Family Firm

Female CEO X Family Firm

% Board Independence

Family Firm x % Board Independence
Female CEO x % Board Independence

Female CEO X Family Firm X % Board
Independence

Female Chair

Family Ownership —0.095

(0.064)
Female Chair x Family Ownership —0.160%*(0.078)
% Board Independence —0.061***(0.020)
Family Ownership x % Board Independence 0.053

(0.107)

Female Chair x % Board Independence
Family Ownership x Female Chair x % Board
Independence

0.076**(0.030)
0.574***%(0.128)

Female CEO

Family Ownership

Female CEO x Family Ownership
Independent Chair

—0.029%%(0.012)
0.041%(0.024)
—0.017(0.032)
—-0.018

(0.012)
—0.109(0.075)
0.065***(0.013)
0.444**%(0.076)

Family Ownership x Independent Chair
Female CEO x Independent Chair
Female CEO x Family Ownership x Independent

Chair
Control variables Yes
Year, industry and country dummies Yes

Notes: This table summarizes the two-step GMM estimates (standard errors in
parentheses) as robustness analyses using alternative definitions of family
ownership, female leadership, and board independence. ***, ** and * denote
statistical significance at the 1%, 5%, and 10% level, respectively. Control
variables, year dummies, industry dummies, and country dummies are included
in all regressions.

models using an alternative definition of each of the explanatory vari-
ables (i.e., female leadership, family firm, and board independence).
First, we replaced family ownership with a family dummy variable (family

firm) based on the 20 % threshold of family ownership to identify family
and non-family firm status. Model 1 in Table 5 provides a summary of
the results, showing consistent signs of the coefficients for our hypoth-
eses. The lower level of statistical significance could be explained by the
more limited ability of this dichotomous variable to capture family
ownership than the continuous family ownership variable on which we
have relied so far. Second, we replicate our estimates using an alterna-
tive measure for female leadership that focuses on the board chair po-
sition, where female chair is equal to 1 if there is a female chair, and
0 otherwise. The results in Model 2 of Table 5 show that a female chair is
associated with a lower level of leverage in firms with higher family
ownership, as the two-way interaction of family ownership x female chair
has a negative and statistically significant coefficient (§ = -0.160, p <
0.05). Thus, a 10 percentage point increase in family ownership is
associated with a greater decrease in leverage (1.60 percentage point
higher) in firms with a female chair compared to their male-led coun-
terparts. This effect is completely reversed the higher the proportion of
independent directors to total board members (8 = 0.574, p < 0.01).
Finally, we proxy for board independence using a dummy variable (in-
dependent chair) that equals 1 if the board chair is neither the CEO nor
holds another executive position. Table 5 (Model 3) summarizes these
robustness results. The empirical evidence strongly confirms H2, namely
boards with an independent chair mitigate the lower leverage of family
firms with a female CEO.

5. Discussion and conclusion

Using a large sample of firms from 40 countries between 2007 and
2017, our empirical evidence supports a negative relationship between
female leadership and leverage in family firms, but is positively
moderated by board independence. These findings advance a recon-
ciling view of leverage in female-led firms and address the need to
“improve our understanding of the complexity of financial decisions and
the determinants of capital structure choices in family firms” (Molly
et al., 2019, p. 270). Indeed, a growing body of literature has investi-
gated whether gender differences are associated with differences in firm
capital structure (e.g., Adams & Funk, 2012; Faccio et al., 2016; Sila
et al., 2016; Pandey et al., 2020), one of the most important corporate
policies. Despite this high level of interest, prior studies provide mixed
evidence. On the one hand, given women’s higher risk aversion pro-
pensity, some studies document that female-led firms have lower
leverage (e.g., Faccio et al., 2016). On the other hand, based on the glass
ceiling view, other studies show that women who have “made it” to the
C-suite are at least as risk-seeking as their male counterparts (e.g.,
Adams & Funk, 2012), finding no significant relationship between
leadership gender and firm leverage (e.g., Sila et al., 2016). Our study
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shows that the reality is more nuanced than previously thought, as risk
aversion per se may not be a clear correlate of female leaders’ approach
to risk taking in corporate decision-making.

This has important implications for research on the influence of fe-
male leaders on family firms, as female CEOs and female board chairs
are prominent leaders who advise and monitor top management teams.
Previous studies have addressed the role of gender in family firms on
various issues, such as succession (e.g., Nelson & Constantinidis, 2017),
corporate social responsibility (e.g., Campopiano et al., 2019; Cruz
et al., 2019; Maggi et al., 2023), or strategy disclosure (Gjergji et al.,
2023). Our study contributes to this growing body of research by
examining whether the influence of female leadership on firm leverage
is affected by family ownership. Specifically, we argue that the rela-
tionship between gender differences and strategic decisions involving
risk-taking is more complex, and importantly, inherently contextual.

While gender diversity in the family business context has been on the
agenda of scholars for some time (e.g., Amore et al., 2014; Torchia et al.,
2018; Campopiano et al., 2019; Hernandez-Linares et al., 2023; Maseda
et al., 2023), the literature is still seeking a thorough understanding of
the relationship between female leadership and leverage (e.g., Croci
et al., 2011; Gonzélez et al., 2013; Molly et al., 2019; Baixauli-Soler
et al., 2021). We advance this line of research by integrating the BAM
and SEW theories commonly used in the family business literature (Hu &
Hughes, 2020; Davila et al., 2023; Gomez-Mejia et al., 2023a). While
family business owners seek to balance economic and noneconomic
goals, their decisions are shaped by the desire to preserve noneconomic
organizational goals (Berrone et al., 2012; Gomez-Mejia et al., 2017;
Aguilera et al., 2024). Consequently, the family business setting is an
ideal domain to study the impact of leader gender, particularly its in-
fluence on a firm’s financing decisions. Therefore, by explicitly consid-
ering the influence of leader gender on the firm’s strategic decisions, our
study extends existing knowledge on financial decision-making in family
firms (e.g., Koropp et al., 2013; Michiels & Molly, 2017; Minola et al.,
2016). Female leaders, driven by a commitment to maintaining family
ownership and control and guided by family-related goals, may lead
these firms to rely less on debt than male-led family firms.

Our study also contributes to corporate governance research. While
previous studies acknowledge the central role of the board of directors in
organizations (Arzubiaga et al., 2018) as a governance mechanism to
improve the quality of decision-making for all stakeholders (Corbetta &
Salvato, 2004; Brunninge et al., 2007; Cirillo & Mussolino, 2019; Molly
et al., 2019; Debellis et al., 2021), limited attention has been paid to
examining the effect of board independence on the female leadership-
leverage relationship in family firms. This represents a notable gap in
the literature, as family ownership and board independence play a
pivotal role in the effect of firm leader gender on firm leverage. Our
results show that in family firms, female leaders use less leverage.
However, this lower reliance on debt financing in female-led firms de-
creases when the firm has a more independent board of directors. Thus,
our research highlights the interplay between female leadership (CEO
and board chair) and board independence in shaping the corporate
policies of family firms.

6. Implications

This study has important implications for academic research. It il-
lustrates the potential of studying the role of leadership gender in firm
leverage decisions, the financing decisions made by women in family
firms (Eddleston & Sabil, 2019), and their implications for corporate
policies. Although women are more visible in family firms today than
they were a few years ago and appear to have an increasing influence on
strategic decisions (Martinez-Jimenez, 2009; Eddleston & Sabil, 2019),
the impact of women’s participation in top-level positions on financing
decisions remains underexplored. Moreover, a notable aspect of female
leadership that is often appreciated by lenders is their higher propensity
for corporate information transparency (Usman et al., 2019). This is
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enhanced by the presence of independent directors on the board,
thereby contributing to improved corporate governance. The higher
responsiveness of independent board members to the needs of multiple
stakeholders (Benjamin et al., 2020) is essential for fostering smoother
relationships with external parties, including lenders. Thus, female-led
firms with independent boards may be perceived as more legitimate,
and the presence of an independent board is a reputation-enhancing
factor for family firms seeking to secure debt.

Our findings also have implications for practitioners. First, our an-
alyses underscore the notion that the values, goals, and behaviors pro-
moted by female leadership translate into lower debt levels in family
firms. According to this line of reasoning, female-led family firms are
more likely to satisfy family needs and thus avoid financing decisions
that are detrimental to family control of the firm (Gallo et al., 2004).
Given the need to develop skills and deploy resources to achieve better
financial decision-making, practitioners can facilitate women’s
involvement in family firms and their career dynamics (Campopiano
et al., 2017). The longer-term orientation of female leaders may allow
firms to take advantage of further growth opportunities and favor the
use of debt, especially when the board of directors is independent. In this
regard, Cruz et al. (2019) highlight the importance of considering
gender issues in explaining family business dynamics. Given that boards
of directors have been found to ensure effective corporate governance
(e.g., Bertoni et al., 2014), it is imperative for family firms to understand
the interplay between female leadership and board independence with
respect to financing decisions.

Second, the optimal level of board independence sparks intense
debate among practitioners, highlighting its significant impact on firm
dynamics. As Cruz et al., (2019,p. 285) note, “the presence of a con-
trolling family, with preferences extending beyond pure economic out-
comes (Gomez-Mejia et al., 2011), introduces additional complexity to
board dynamics”. Consequently, when female-led family firms increase
board independence, managers may reap the benefits, such as height-
ened transparency, a leadership style that encourages participation, and
improved interpersonal relationships with external stakeholders,
including lenders and banks. This shift toward greater board indepen-
dence not only reflects the evolving corporate governance landscape,
but also suggests a strategic move toward fostering a more inclusive and
effective decision-making environment in these firms.

Finally, our findings have important implications for policymakers
seeking to increase the role of women in corporate governance. With
mounting calls for policymakers and boards of directors to increase fe-
male representation in executive positions, our study draws attention to
the complex dynamics between female leadership and leverage, partic-
ularly the overlooked aspect of ownership type. This underscores the
importance of fully understanding and addressing the organizational
decision-making context in which female leaders play their role and
their interactions with other key decision-makers. Thus, strengthening
the role of women leaders requires a holistic approach that considers the
broader organizational landscape and its impact on effective decision-
making.

7. Limitations and future research directions

Our study has limitations that provide interesting opportunities for
further research. First, although we constructed a unique sample of firms
from 40 countries, a more explicit analysis of certain institutional idio-
syncrasies across countries would be a fruitful avenue for future
research. In this sense, an institutional perspective could make an
important contribution to the ongoing debate in the family business
literature on the role of women in leadership positions.

Second, our study encourages more in-depth analyses of the char-
acteristics of female leaders (such as whether they are part of the owning
family or not, and their level of involvement in the business) to better
understand the impact women have on financing decisions in family
firms. Future studies could provide more granular data on the
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categorization of female leaders by differentiating between family and
non-family members. The literature suggests that non-family female
leaders play a stronger monitoring role and better protect shareholder
interests (Herdhayinta et al., 2021). Scholars could also draw on the
psychological traits of the top management team in family firms
(Sharma et al., 2020; Picone et al., 2021) to examine how the values,
biases, heuristics, memories, and experiences of female leaders affect
strategic decisions. Future studies could also consider other board or
governance dimensions not examined in this study to provide further
insight into additional factors that may influence corporate leaders’
willingness to use leverage. For example, family custodianship, or the
presence of trustees or a family council in the firm, is considered an
important dimension of family governance (Scholes et al., 2021) with
the potential to influence the strategic behavior of family firms.

Third, as with any empirical study, issues of sampling validity
determine the generalizability and breadth of applicability of our find-
ings. Although the multi-country nature of our sample of listed firms is
conducive to studying corporate finance decisions, it limits the gener-
alizability to other firms, such as small- and medium-sized privately
owned family firms. In this context, additional approaches, such as
difference-in-differences exploiting time-variations in executive gender,
could further mitigate (but not circumvent) potential causality concerns.
In addition, it would be particularly insightful to adopt a dynamic lens in
future empirical analyses, tracking the appointment and succession of
different leaders to obtain a more complete picture of the extent to
which the imprint of each leader’s predecessor persists. This may allow
for a more accurate assessment of which leader plays a more prominent
role in corporate policies currently observed in firms (whether the cur-
rent leader or the previous one). In particular, the timing of CEO suc-
cession can be an important milestone for the firm and deserves special
attention.

Finally, the debt maturity structure and other debt characteristics
should also be considered in future research. Corporate financing de-
cisions not only involve the firm’s capital structure (i.e., leverage), but
also the debt maturity structure (i.e., short-term vs long-term). Higher
risk aversion may be associated with a more cautious commitment to
long-term debt. These aspects could interact with the firm’s ownership

Appendix

Table A1
Definition of variables.

Variable Definition
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type (whereby family firms may be better equipped to adapt quickly to
change due to more flexible short-term planning) as well as with the
governance mechanisms (whereby more independent boards may sub-
stitute for the external control and frequent monitoring of managers
imposed by short-term debt).
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Dependent variable

Leverage Ratio of total liabilities and debt divided by total assets
Independent variables
Female CEO Equals 1 if the CEO is female, O otherwise

Family Ownership

Ratio of the number of all classes of shares held by the family to total shares outstanding. The numerator includes all shares held by family representatives

(e.g., founder (CEO or Chair or Chair-CEO), descendants (CEO or Chair or Chair-CEO), family members, and family representatives)

% Board Independence
Control variables

Firm Size Log of total assets
Profitability Return on assets (ROA)

LT Investing

Cash Holdings Ratio of cash to total assets

Tangible Assets
Financial Expenses
Robustness test
variables
Female Chair
Family Firm
Independent Chair

Ratio of tangible assets to total assets

Equals 1 if the chair of the board is female, 0 otherwise

Equals 1 if the chair is independent, 0 otherwise

10

The proportion of independent directors over the total number of board members

Long-term investing index based on two long-term investment policy indicators (R&D expenses and the ratio of depreciation to fixed assets)

Interest burden proxied by the ratio of financial expenses to total sales

Equals 1 if a family owns more than 20 % of shares, 0 otherwise
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