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Abstract

This paper provides evidence that the #MeToo movement revised investors’
beliefs about the costs (benefts) of fostering an exclusive (inclusive) culture, as
refected by the absence (presence of a critical mass) of women directors in the
board room. Tracking the timeline of events associated with the #MeToo move-
ment, beginning with the Harvey Weinstein exposé in October of 2017 in the
New York Times, we document contrasting market reactions to the movement
depending upon the existing culture of the frm. While frms that historically have
excluded women from their board experienced a negative market response as
momentum for the cause increased, frms that historically embraced the inclusion
of women on their board enjoyed positive returns as #MeToo events unfolded.
In contrast, examining randomly generated pseudo-events occurring during the
same time frame, we do not detect diferences in the market's response to these
pseudo-events when comparing frms with exclusive and inclusive cultures. In
the context of increased regulator attention to board gender diversity as well as
the ESG activist campaigns by large institutional investors, our study documents
a shift in investors’ beliefs about the risks associated with future revelations of
misconduct and also about the value of having women in the board room shaping
the culture of the frm.
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! Specifically, we remove instances where hemitection and review of SEC filings indicate

inconsistencies in the BoardEx dafa.
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Cumulative Abnormal Returns
Surrounding the Appointment Dates

Window [0] [0,1] [-1,1]
AverageCAR 0.05% 0.85%* 0.85%
t-value 0.15 1.70 1.63
I"#$H# 0.88 0.10 0.11
n 46 46 46

E27-@&#(&%:;;-?/9B-&82/-.&*F/297-8&;3*: &#*R38%>

Cumulative Abnormal Returns
Surrounding the Announcement Dates

Window [0] [0,1] [-1,1]
Average CAR 0.31% 0.43% 0.54%
t-value 1.20 1.26 128
"HSH# 0.24 0.21 0.21
n 45 45 45
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