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Who stays longer, male or female CEOs?

Only 5 per cent of major North American firms had a female CEO as of January 2018. (Catalyst)

Clearly women are underrepresented at the top level of corporations, but the reasons for this are less clear. In a
recent article, we investigate two different paths to the scarcity of female CEOs:

1. Women are appointed as CEO less often; and/or
2. Women are more likely to exit the CEO position, either voluntarily or involuntarily.

Understanding which path accounts for the low number of female CEOs is the first step in remedying the situation.
And having more female CEOs would certainly be desirable, because women have been found to be good at

controlling firm risk and are seen as good people managers.

The results of our study show that, once they get the CEO position, women actually stay longer in the job than men.
This raises an additional question: Are firms afraid of negative publicity if they fire female CEOs?

To answer all these questions, we studied 193 CEOs appointed to North American firms between 1992 and 2014.
Approximately half are female and the rest are males matched to the female CEOs according to the year of CEO
appointment, the industry, and the size of the firm they manage.

We base our analysis on the widely discussed “glass cliff phenomenon”, which holds that women are appointed as
leaders primarily when there is a high risk of organizational failure. If true, this would have the following effects:

1. Reduce the number of female appointments as CEO; and
2. Also reduce their tenure as CEO, as some of these high-risk firms would fail

Our data show that women are indeed appointed CEO in more risky situations (see graph below), and the difference
in the risk level is statistically significant. This finding agrees with part a) of the glass cliff phenomenon.

Figure 1. Firm risk at time of appointment
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However, our data also show that at any point in their tenure, female CEOs are only 60 per cent as likely to leave the
position as male CEOs. This difference in tenure holds even when we take into account and adjust for: CEO age,
firm performance, CEO salary and experience, the percentage of females on the board of directors of the firm and
whether or not the firm is in a female-dominated industry. In other words, women stay in CEO positions longer than
men, on average, regardless of all these factors. The difference is also statistically significant, but conflicts with the
glass cliff phenomenon.

Figure 2. Relative probability of job exit
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We dig a little deeper into the reasons for the longer tenure of female CEOs. Could it be because firms are reluctant
to attract negative attention by firing female CEOs? We test this by comparing terminations of male and female
CEOs in both “high visibility” and “non high visibility” industries. For high visibility industries we used the retail and
motion picture industries, because we felt firms in these industries have high awareness among consumers and we
included the motion picture industry because we didn’t want to draw conclusions by looking only at “female friendly”
industries. We did our analysis before the onset of the “Me Too” movement, but that movement certainly confirms
that our results are not due simply to having picked female-friendly industries.

The following chart shows that male CEOs in highly visible industries are almost as likely to exit the CEO position as
male CEOs in non high-visibility industries. But female CEOs in high-visibility industries are much less likely to exit
the position than female CEOs in non high-visibility industries. This makes us suspect that a form of corporate
impression management is taking place: firms that are highly visible to the public don’t want to be seen letting female
CEOs go.

Figure 3. Probability of job exit of CEOs in high-visibility industries relative to those in non high-visibilty industries
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There are other possible explanations for longer female tenure as CEO, of course, but remember that we have
already adjusted for CEO age and firm performance, so the result is not due to male CEOs being older nor to salary
differences. Instead, it may be that male CEOs receive more lucrative offers and move on to even more prestigious
positions. Or female CEOs may simply be happier in their jobs and less willing to switch.

Our research did show one strategy both men and women can use to maintain the CEO position once they attain it:
get more education. Greater education was associated with longer tenure in a CEO position for both men and
women.

In summary, the longer tenure of female CEOs may somewhat offset their lower numbers. But it is clear that hiring
more female CEOs is required before women can exert equal influence and firms can fully benefit from their
strengths. Once female CEOs get through the glass ceiling they find themselves on a glass cliff. We look forward to
the day when we all have a level playing field with no ceilings or cliffs!

Sodde

Notes:

¢ This blog post is based on the authors’ paper Re-examining the Glass Cliff Hypothesis using Survival Analysis:

, British Journal of Management, January 2018.
» The post gives the views of its author(s), not the position of the institutions they represent, the LSE Business
Review or the London School of Economics.

e Featured image credit: Photo by rawpixel on Unsplash
* When you leave a comment, you’re agreeing to our Comment Policy.
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