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   In focus: Improving returns by improving equality  

   Research has found that companies with greater diversity in their executive teams tend to 
have higher profits and longer-term value. Companies with the greatest proportion of 
women on executive committees earned a 47% higher rate of return on equity than 
companies with no women executives, according to 10 years of research by McKinsey and 
LeanIn.org. Inclusive teams make better decisions. By ignoring these statistics and not being 
diverse, the global economy misses out on USD12trn–28trn of growth yearly. In a world 
focused on growth and shareholder value, why is diversity not pushed more actively? 

We find that the share of women on the board of directors and in senior leadership is 
increasing, but from in some cases appallingly low levels just a few years ago. As women have 
a strong performance in higher education, we believe the positive trend will continue, but at 
a slow pace. The ‘broken rung’, the phenomenon whereby women are unable to break 
through entry-level management roles and get promoted to higher levels, often caused by 
bias, needs to be fixed to improve the workforce’s ability to compete on equal terms.   

Obstacles include unconscious bias and discrimination, fewer opportunities to show 
leadership skills, lack of support from immediate supervisors, less opportunity to network, 
and lack of advice on career advancement. This is a serious issue, since companies in the top 
25% for gender diversity are 27% more likely to outperform in terms of profitability. 

Carnegie’s review of the financial performance in global companies split by gender balance 
in their board of directors in many ways echoes a Harvard study, ‘Why Gender Equity in the 
Workplace is Good for Business’ (March 2020). We found that companies with a high gender 
balance on their board tend to achieve a better return on equity. Companies with very few 
(<10%) or no women on the board tend to have a higher sales growth but worse return on 
equity, possibly reflecting that men tend to take a higher market risk.  
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Leaving women out is leaving money on the table 
In this report, we argue – backed up by extensive research on the subject which we cite as we 
examine the arguments in more detail – that companies with greater diversity in their executive 
teams tend to have higher profits and longer-term value. Gender discrimination leaves a lot of 
money on the table. Inclusive teams make better business decisions up to 87% of the time, 
according to Forbes. Companies with greater diversity in their executive teams tend to have 
higher profits and longer-term value. Conversely, companies with low rates of gender and racial 
diversity are 29% more likely to make less money.1 Furthermore, companies with the greatest 
proportion of women on executive committees earned a 47% higher rate of return on equity than 
companies with no women executives.2 According to McKinsey, closing the gender gap could 
add USD12trn–28trn to the global GDP. 

Why is progress so slow? 
Studies show that women are not getting promoted to managerial positions, the first step to 
senior leadership. Obstacles include unconscious bias and discrimination, fewer opportunities to 
showcase leadership skills, lack of support from immediate supervisors, less opportunity to 
network, and lack of advice on career advancement. This is a serious issue, since companies in 
the top 25% for gender diversity are 27% more likely to outperform their national industry 
average in terms of profitability.   

According to a study of women in corporations in America and Canada made by leanin.org and 
McKinsey, women accounted for 48% of employees at entry level, 40% of managers, 36% of 
senior managers, and only 27% of SVPs and 28% in the C-suite. The phenomenon is called ‘he 
‘broken rung’ and highlights the difficulties women face in the workplace. For every 100 men 
promoted to manager, 87 women get promoted, according to McKinsey and leaning.org.  

 

Besides these obstacles, women tend to be evaluated based on past performance, while men are 
evaluated on future potential. Women also face more microaggressions in the workplace: 
demeaning or dismissive comments or actions, meant to signal disrespect and cause stress to the 
recipient. The women being targeted feel less safe, are less likely to propose new ideas or take 
risks, are 3.3x times as likely to quit their jobs, and 4.2x times more likely to be burned out.3 

 
1 Why Gender Equality Matters in Business Success, Forbes 2020 
2 Why Gender Equity in the Workplace is Good for Business – Professional & Executive Development | Harvard 
DCE, Mary Sharp Emerson, Harvard, 2020 
3 Women in the Workplace 2023 report, McKinsey 2023 

0% 10% 20% 30% 40% 50% 60% 70% 80%

entry level

manager

senior manager

senior vice president

C-suite

The broken rung - share of women in workplace by seniority

women men

Source: leanin.org

The broken rung: women do not get 
promoted as often as men 

https://www.forbes.com/sites/forbesnonprofitcouncil/2020/03/27/why-gender-equality-matters-in-business-success/?sh=5a35b979669c
https://professional.dce.harvard.edu/blog/why-gender-equity-in-the-workplace-is-good-for-business/
https://professional.dce.harvard.edu/blog/why-gender-equity-in-the-workplace-is-good-for-business/
https://www.mckinsey.com/featured-insights/diversity-and-inclusion/women-in-the-workplace#/
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“There are no women out there” 
An often-repeated reason for gender inequality is a lack of competent women from whom to 
recruit. That would give the general idea that a competence gap appears as early as during 
education. Looking at statistics, however, this has been incorrect for roughly 25 years in Sweden, 
where women of all ages are better educated than the men in the same age group. 

 

In Sweden, women are overrepresented as share of students finishing an education in e.g. law, 
medicine, and business. This implies that the candidate base should, at least in theory, be a 50/50 
line-up. But there is a higher share of men achieving engineering degrees than there are women. 
The trend is also clear in this profession: in 1995, the share of women finishing an engineering 
degree was only 20%. In 2022, the share was 35%.4  

 

 
4 SCB (Statistics Sweden) 
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Labour participation and working hours 
In the Nordics, three in four working-age women are in paid employment, and the gender 
employment gap is among the smallest in the OECD. In Denmark, Iceland, Norway, and Sweden, 
the growing number of women in employment is estimated to account for about 10–20% of the 
GDP per capita growth of the past 40–50 years.  

The largest potential for the Nordic countries is therefore not in closing the gender gap in the 
labour market participation, which is still a huge potential in many other countries, but in closing 
the gaps in working hours. Achieving gender equality in both participation rate and in working 
hours by 2040 could boost projected GDP growth by roughly 15–30%.5 

Other gender discrimination issues are foreign-born women being underrepresented in paid 
work; occupational sex segregation is falling but is still high; and many women still find it too 
hard to progress to managerial positions.  

The gender pay gap 
The gender pay gap is persistent and costs the global economy a lot, as the underutilisation of 
women’s skills and time causes economic losses in productivity and economic output. According 
to Moody’s, closing the gender gap in labour force participation and the gender gap in 
management in OECD countries alone would raise the global economic activity by 7% or roughly 
USD7trn.6 In the OECD, the average gender pay gap in 2021 was 12%, or 88 cents on the dollar 
for women vs men. This was not much better than in 2010, when the gender wage gap stood at 
14%. In the US, the gap has flattened out at 20%. The World Bank Group finds that if women 
had the same lifetime earnings as men, global wealth would increase by USD23,620 per person, 
on average, in the 141 countries studied, for a total of USD160trn7. 

 
5 Is the Last Mile the Longest?, OECD, 2018  
6 Close the Gender Gap to Unlock Productivity Gains, Moody’s Analytics, 2023 
7 This is the global price of gender inequality | World Economic Forum (weforum.org), 2018 

0%

10%

20%

30%

40%

50%

60%

70%

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

% women with Business degrees

Sweden, Business degrees Finland, masterdegree in Business
Denmark, Business degrees Norway, Business degrees

Source: SSB, Statistics Denmark, Tilastokeskus, SCB

https://www.oecd.org/els/emp/last-mile-longest-gender-nordic-countries-brief.pdf
https://www.moodysanalytics.com/-/media/article/2023/close-the-gender-gap-to-unlock-productivity-gains.pdf
https://www.weforum.org/agenda/2018/06/the-high-price-of-gender-inequality/
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Women’s earnings as % of men’s for full time workers 

 

Source: The Parental Gender Earnings Gap in the United States, Chung et al., Centre of Economic Studies 

There are several reasons for the existence of the gender pay gap. Women often work in lower-
paid sectors, in lower-paid positions, bear an unequal share of unpaid domestic and care work, 
and outright pay discrimination (getting paid less for the exact same job).8 There is a sectoral 
segregation, where around 24% of the gender pay gap is due to women being overrepresented in 
low-paying sectors. Women work more hours per week than men, but spend more hours on 
unpaid work.  

The gender pay gap in 2020 was 16.7% in Finland, 13.9% in Denmark and 11.2% in Sweden. The 
EU average was 13%, meaning women would need to work 1.5 extra months to make up the 
difference.9 This is slightly but not overwhelmingly better than the global norm, where women 
earned 83 US cents for every dollar earned by men (Statista). 

An OECD analysis concluded that three-quarters of the gap between similarly skilled women and 
men were due to disparities in tasks and responsibilities at the same firms (and, to a lesser extent, 
differences in pay for equal work). One-quarter of the gap refers to the occupational sex 
segregation, i.e., that the concentration of women is higher in low-wage industries. The first can 
be referred to as vertical segregation and the second as horizontal segregation. 10 

 
8 Pay Transparency – Time to see the gap!, the European Commission 
9 Equal Pay? Time to close the gap!, the European Commission, November 2022  
10 The Role of Firms in Wage Inequality: Policy Lessons from a Large Scale Cross-Country Study, OECD, 2021 

https://commission.europa.eu/document/download/d52fc2aa-e7fc-4e8a-b6ed-ca553b1a326e_en?filename=factsheet-pay_transparency-2019.pdf
https://commission.europa.eu/document/download/61252380-e608-4157-818d-e81619715310_en?filename=equal_pay_day_factsheet_2022_en_1_0.pdf
https://www.oecd-ilibrary.org/economics/the-role-of-firms-in-wage-inequality_7d9b2208-en
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The motherhood penalty 
Though many countries have improved family support in recent years, the gender wage gap 
widens across a woman’s lifetime.  Chung et al (see graph below) found that the main shock that 
sets the gender pay gap comes at the time of the birth of a child. At that point, women’s earnings 
fall and do not recover until the child is nine or 10 years old. Since the earnings of the male spouse 
do not undergo this shock, the wage gap between the two genders never recovers. The same 
report shows that having several children amplifies the shock. 

Effects of birth on earnings over time by gender 

 

Source: The Parental Gender Earnings Gap in the United States, Chung et al., Centre of Economic Studies  

In addition to having a lower likelihood of being promoted, more often working part-time and 
being less likely to change jobs, women after having children tend to take longer leaves of absence 
than men and are more likely to work part-time. These shifts contribute to differences in wage 
growth between men and women – the so-called motherhood penalty.  

A successful way of closing the gap is to focus on men: in Iceland, only 3% of men took parental 
leave in the early 2000s. Fathers were given non-transferable rights to parental leave, which made 
their share of leave soar to one-third of total days used, a figure that now is about 45%.11 
Psychologically we see this as actually an excellent way of framing a message to induce a 

 
11 Gender equality and work, OECD 

0 5 10 15 20 25

Luxembourg
Romania
Slovenia

Italy
Poland

Belgium
Cyprus

Spain
Malta

Sweden
Croatia

Portugal
Bulgaria

Lithuania
EU 27

Denmark
Netherlands

Slovakia
France

Czechia
Finland

Hungary
Germany

Austria
Estonia

Latvia

The Gender Pay-Gap

Source: The European Commission

Parental leave for men in Iceland soared 
from 3% in 2000 to 45% today through 

the introduction of non-transferable paid 
leave 

https://www.oecd.org/stories/gender/gender-equality-and-work


 

 

 c     

  
ESG 

 
   

   
 08 March 2024  9  

behavioural change. That is, it is generally much more efficient to focus on what people will lose 
out on (paid leave), than a potential gain when working to achieve a change in behaviour.12  

 

Intuitively, the cost of childcare and fertility rates in different countries ought to be connected. 
But it is not that simple, likely because there are more reasons for having or not having children 
than just the cost of childcare, such as general economic development, affordable housing, and 
so on. Looking at data from the OECD, it also seems that fertility rates are the independent 
variable and not the other way round; that is, that governments tend to lower the cost of childcare 
in response to falling birthrates (and not vice versa, that women have more children when the 
cost decreases).  

 

Gender balance – or a lack thereof – in the Nordic sectors 
Below we have looked at the gender balance among Carnegie’s coverage. We divide our 
companies into 11 sectors, ranging from capital goods (e.g. ABB, AlfaLaval, Lindab, Trelleborg) 
via healthcare (e.g. Addlife, AstraZeneca, BoArctic) to transportation (e.g. AP Møller-Maersk, 
DSV, Finnair). In terms of gender balance in the total companies, the sector averages have not 

 
12 Fostering Sustainable Behavior: An Introduction to Community-Based Social Marketing, Doug McKenzie-Mohr, 
New Society Publishers, 2011 
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moved very much since 2015, instead remaining quite flat. Healthcare employs the highest share 
of women, while capital goods and energy are at the bottom of the league.  

 

At the Board of Directors level, we see an increasing trend in share of women of the boards of 
Nordic companies, which has been especially strong in the commercial services and supplies and 
software and services sectors, although admittedly from very low levels.  

 

However, as board members are recruited from the C-suite positions, the share of women in 
senior executive positions needs to increase significantly to expand the candidate pool for the 
board. The share of women among senior executives certainly confirms that it is harder for 
women to advance within a company. The trend of women gaining senior executive roles has 
clearly increased from 2015 to 2022, but from appallingly low levels just eight years ago.  
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Financial performance in businesses with/out gender balance 
Carnegie has conducted a global screening of the gender balance on the boards of directors, 
encompassing a total of 7,186 companies across the world. In a 3-year review starting in 2019, 
95.6% of the companies had less than 50% women on their board of directors. Some 902 
companies, or 12.6% of the total, had no women on the board of directors at all. When looking 
at the share of companies with 10% women or less on the board, the figure rises to 17.9%. Only 
910 companies, 12.7%, had a board comprising of 40–60% women.   

When looking at these three categories of companies in terms of return on equity, the 3-year 
average return on equity was clearly the highest for the companies with 40–60% women, with 
13.7%. For companies with 10% women on the board or less, the return on equity was 10%. The 
best performance was among the 2.6% of the companies that had exactly 50% on their boards, 
with 19.4%.  

 

Expanding the analysis to a 5-year review, the number of companies drops to 5,456, as fewer 
companies reported on ESG metrics at the time. The return on equity rises for the companies 
with a board of directors with 10% women or less to 11.5%, while boards with 40–60% women 
increase the return on equity drastically to 17.5%. The best performance was again in companies 
with exactly 50% on their boards, at 25.3%.  

 

On the other hand, sales growth turned higher the lower the share of women on the board. Sales 
growth for the companies in the 3-year review with 40–60% women was 10.7%. For boards of 
directors with 10% women or less, the sales growth was 13.6%. For companies with exactly 50% 
women, the sales growth was 11.8%. However, the average sales growth in our sample is very 
high as it includes many global tech companies, which also tend to have very few women on their 
boards.  

% Women on board % 3 Year Average ROE # obs Share of total observations

0% 10.2% 902                                        12.6%

10% or less 10.0% 1,288                                     17.9%

40-60% 13.7% 910                                        12.7%

More than 60% 18.8% 25                                         0.3%

More than 50% 12.6% 126                                        1.8%

Less than 50% 12.0% 6,872                                     95.6%

Exactly 50% 19.4% 188                                        2.6%

All observations 12.2% 7,186                                     100.0%

Source: Carnegie Research

% Women on board % 5 Year average ROE # obs Share of total observations

0% 11.9% 964                                        17.7%

10% or less 11.5% 1,430                                     26.2%

40-60% 17.5% 467                                        8.6%

More than 60% 11.2% 12                                         0.2%

More than 50% 12.3% 52                                         1.0%

Less than 50% 14.0% 5,305                                     97.2%

Exactly 50% 25.3% 99                                         1.8%

All observations 14.2% 5,456                                     100.0%

Source: Carnegie Research

Only 13% of the companies included in 
our global study had 40–60% women on 

their boards 

We find that companies with balanced 
boards have had the highest ROE 
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Also in the 5-year review, the sales growth was much higher for boards with 0% women, at 15.5%, 
less than 10% women, at 13.8%, compared to boards with 40–60% women, where sales growth 
was 9.3%.  

 

 

 

% Women on board % 3 Year average fwd sales #obs Share of total observations

0% 15.1% 902                                         12.6%

10% or less 13.6% 1,288                                      17.9%

40-60% 10.7% 910                                         12.7%

More than 60% 12.8% 25                                           0.3%

More than 50% 9.6% 126                                         1.8%

Less than 50% 13.8% 6,872                                      95.6%

Exactly 50% 11.8% 188                                         2.6%

All observations 13.7% 7,186                                      100.0%

Source: Carnegie Research

% Women on board % 5 year average fwd sales #obs Share of total observations

0% 15.5% 964                                         17.7%

10% or less 13.8% 1,430                                      26.2%

40-60% 9.3% 467                                         8.6%

More than 60% 5.3% 12                                           0.2%

More than 50% 7.4% 52                                           1.0%

Less than 50% 13.1% 5,305                                      97.2%

Exactly 50% 8.1% 99                                           1.8%

All observations 12.9% 5,456                                      100.0%

Source: Carnegie Research
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In Denmark this report is issued by Carnegie Investment Bank AB, Denmark Branch. The Denmark 
branch is authorised by the Swedish Financial Supervisory Authority and subject to limited regulation by 
the Danish Financial Supervisory Authority (Finanstilsynet). This report is distributed in the US by 
Carnegie, Inc., a US-registered broker-dealer and a member of FINRA and SIPC. Carnegie analysts 
located outside of the United States are employed by non-US affiliates that are not subject to FINRA 
regulations. This report is provided for informational purposes only and under no circumstances is it to 
be used or considered as an offer to sell, or a solicitation of any offer to buy any securities. Any US 
person who wishes to effect transactions based on this report should contact Carnegie Inc. Investors in 
the US should be aware that investing in non-US securities entails certain risks. The securities of non-
US issuers may not be registered with, nor be subject to, the current information reporting and audit 
standards of the US Securities and Exchange Commission. 

Buy (B), upside of at least 10% to the target price and with an attractive risk/reward profile 
Hold (H), neutral risk/reward profile or the stock is trading relatively near its target price 
Sell (S), unattractive risk/reward profile and the stock is trading above its target price 
Not rated (NR), Under review (UR), Under bid (UB). The investment rating, if any, has been suspended 
temporarily. 
Ratings may from time to time deviate from the definitions above owing to market volatility. Any such deviation 
will be assessed regularly to determine whether it should no longer be considered temporary. 

 

  

Risk assessment 
The risk assessment is based on the analyst’s evaluation of the company’s equity beta based on the business risk 
(asset beta) and financial risk (gearing). 
Low risk estimated equity beta <0.75 
Medium risk estimated equity beta 0.75 to 1.25 
High risk estimated equity beta >1.25 
 

Valuation, methodology, and assumptions 
 

Target price 
Carnegie publishes a target price for most of the stocks in our Research Universe. The target price is the analyst's 
assessment of expected total return over the coming six to 12 months based on various fundamental valuation 
methods. A commonly used method is DCF valuation, where future cash flows are discounted to today. Analysts 
may also use different valuation multiples, e.g. P/E ratio and EV/EBIT multiples, relative to industry peers to obtain 
a target price. For companies where it is appropriate, a target price can also be based on the analyst’s assessment 
of a fair ratio relative to the net asset value of the company. Target prices are revised when earnings and cash 
flow forecasts are changed. Thus, changes to estimates are a key risk to the target price. Other reasons for 
revising target prices include changes in the underlying value of a company’s assets and when factors affecting the 
required rate of return change, which can also be seen as risk factors to the target price. 
Information 
You will find detailed information about the valuation or methodology, the underlying assumptions and risks on 
Carnegie Edge (www.carnegie-edge.com). The complete history of research reports and previous 
recommendations can also be found on Carnegie Edge. 

Research coverage 
Carnegie’s research analysis consists of case-based analyses, which implies that the frequency of the analytical 
report may vary over time. Unless otherwise expressly stated in the report, the analysis is updated when 
considered necessary by the research department, for example in the event of significant changes in market 
conditions or events related to the issuer/the financial instrument. 

Analyst certification 
The research analyst or analysts responsible for the content of this report certify that, notwithstanding the 
existence of any potential conflicts of interests referred to herein, the views expressed in this report accurately 
reflect the research analyst’s personal views about the companies and securities covered. It is further certified 
that the research analyst has not been, nor is or will be, receiving direct or indirect compensation related to the 
specific ratings or views contained in this report. 
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Company specific disclosures 
The following disclosures relate to relationships between Carnegie Investment Bank AB (with its subsidiaries, "Carnegie") and the subject company. 

Within the past 12 months Carnegie (refer to definition in disclaimer text) has received compensation for investment banking services regarding Atlantic 
Sapphire, BerGenBio, Bonava, Byggfakta Group, Clas Ohlson, DOF, Duell Corporation, F-Secure, Irras, Kongsberg Gruppen, Meltwater, Musti Group, 
Navamedic, NEL, Nobia, NORCONSULT ASA, Nordic Nanovector, Norsk Titanium, Permascand, Prosafe, Rejlers, Schibsted, Tobii, Topdanmark, Vår 
Energi and Zealand Pharma.  
Within the past 12 months Carnegie (refer to definition in disclaimer text) has managed or co-managed a public offering of securities of Bonava, Camurus, 
CTEK, DOF, Dustin, Emilshus, Ferroamp, John Mattson, K-Fastigheter, Nimbus Group, Nobia, Orexo, Ossdsign, Q-linea, Rusta AB, Sdiptech, Storskogen, 
Tobii, Trianon, Viaplay Group, Vicore Pharma, VNV Global and Xvivo.  
Please see Carnegie AS’ website for a full list of shares owned by employees of Carnegie AS in relation to potential conflicts of interest: www.carnegie.no 
(General business terms and more / Employees holdings). Carnegie AS may also own shares in connection with trading. This disclosure is made to meet 
Norwegian best practice. 
A Board member of Carnegie Investment Bank AB (who is not an analyst) is a member of the Board of Directors of Kinnevik . Carnegie Investment Bank 
AB acts as a market maker in the Vimian share. Carnegie Investment Bank AB acts as a market maker in the Sagax share. Carnegie Investment Bank AB 
acts as a market maker in the Fastpartner share. Carnegie Investment Bank AB acts as a market maker in the Kindred share. Carnegie Investment Bank 
AB acts as a market maker in the Solar share. Carnegie Investment Bank AB acts as a market maker in the TF Bank share. Carnegie Investment Bank AB 
acts as a market maker in the Devyser share. Carnegie Investment Bank AB acts as a market maker in the RugVista share. 
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