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The Relationship between Female Employment and

Firm Performance Taking Biases in Reporting into Account

By Masaya NISHIHATA and Isamu YAMAMOTO

Abstract

This paper investigates the relationship between female employment and firm performance taking
possible sample selection bias in the reporting of information on the number of female regular
employees and managers into account. Using panel data of listed firms spanning the period from
2010 to 2015, we find no evidence that a higher share of females among regular employees is
associated with higher firm performance as measured by firms’ return on assets (ROA). We also find
no significant relationship between the share of females among managers and firm performance. On
the other hand, we find that the larger the share of women that are managers among all female
employees, the higher firms’ productivity as measured by their total factor productivity (TFP) tends
to be. In particular, we find that TFP is higher when the share of women that are managers among all
female employees is 15-20%. These effects are larger when we address the sample selection bias,
suggesting that using data only on firms that report information on female employees may
underestimate their impact on productivity. These findings are not necessarily consistent with the
implication of Becker’s (1971) discrimination hypothesis and imply that the increase in female
employment may have affected firm performance through an increase in labor productivity in recent

years.
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