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A quick summary

» Conducting two experiments involving 141 US startup founders, the authors identify
the presence of gender discrimination against female investors among startup
founders:

» Startup founders have lower contact interest ratings toward female investors.
* Female investors’ signals are perceived as less informative compared to male investors.

* Gender homophily: male founders assign significantly lower contact interest ratings to
female investors, while female founders are more likely to engage with female investors.

» “Glass ceiling™. Discrimination hurts high-quality female investors more.
* There is race homophily.

* The authors then develop a search and matching model.

* It shows that statistical discrimination arises endogenously within two-sided matching markets,
leading to the observed glass-ceiling effect and low female participation in entrepreneurial

finance.
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Experimental design
Wave 1: 45 founders through a third party, 2/2021 — 3/2021

Wave 2: 96 founders from Crunchbase, no monetary reward, 1/2024 — 3/2024

“* There are a number of key differences between the two waves:
*Wave 1 had a monetary award; Wave 2 did not.

“* The recruitment emails to prospect participants are different (including the goal of the
experiment).

**The allocated time to complete the survey is different (20-30 min in Wave 1 versus about 20
min in Wave 2)

“*It Is not clear that Wave 1 targeted “real founders™ with funding need.

“* My first suggestion is why not focus on a much clean Wave 2 sample (with 96 founders)?

** Revise Table 1 to compare Wave 2 participants with Crunchbase population, and with Pitchbook
population to highlight the representativeness of the sample — seeking capital vs. funded

startups.
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Experimental design

Madison Stewart
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Experimental design

v" One of the key outcomes is a founder’s interest in contacting an investor after viewing their
profile.

4, How likely would you be to contact Jonathan Rogers (e.g. send an email, build networks and relationships)
for a meeting to discuss your startup financing, considering both his potential interest in your startup and your
collaboration interest with him? (Remember that you have limited energy and the algorithm will generate top 10

recommended investors to you based on your preference.)

Will not contact {ontact for sure

0 10 20 30 40 20 60 70 80 90 100

Probability of contact

“* Have the survey questions been tested in a pilot involving real founders and investors to make
sure?

“* What does it mean “collaboration interest”™? — networking, fundraising, or working together to

develop a founder’s venture? Is this what founders and investors do in the real world?
UBC )| SAUDER



Experimental design

v In the seminal work by Kessler et al. (2019) on “incentivized resume rating” (IRR), the
participation incentive for recruiters is a packet of 10 resumes of real job seekers, and it was
made known Iin the recruitment emaill.

7 The recruitment email (see online Appﬁ:ﬂdix Figure A.1) stated: “the tool uses a newly developed machine-learn-
ing algorithm to 1dentify candidates who would be a particularly good fit for your job based on your evaluations.” We

** As shown in the previous slide, the authors mention the incentives in the middle of a five-
question survey (as well as in the recruitment email), will that distract/affect a participant’s
response?

* As an aside, how much is the take-up rate of survey participants afterward regarding your offer?



Madison Stewart

Experimental design e ————
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How interested would you be in hinng Madison Stewart?

“* The survey questions in the study are really long (20 in 20 B O
minutes); Kessler et al. (2019) only have the following two
really straightforward questions: e o

2 3 4 5 & T e 9 10

(i) “How interested would you be in hiring [Name|?” —
(1 = “Not interested”; 10 = “Very interested”)

(i1) “How likely do you think |[Name| would be to accept a job with your
organization?”
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Experimental design

v The authors simultaneously and independently randomize investor individual-level and
angel/VC fund-level characteristics across the 20 investors that a participant will rate.

Another alternative interpretation is the “balance the profile” hypothesis. To increase

the experimental power, we intentionally skewed the gender distribution of investors to 40%

female and 60% male, differing from the real-world distribution of approximately 20% fe-

male and 80% male. The higher proportion of female VCs in our randomization process may

lead to two potential issues. Firstly, it could prime subjects to our experimental objectives,

* It would be informative to discuss how the distributions underlying the above randomization
along eight dimensions are determined.

“* What are the tradeoffs associated with the above choice regarding the female investor share? If
the experiment has a skewed investor gender distribution, will founders’ reactions in the
experiment be the same as in the real world (with a much lower female investor share)?



Alternative interpretation(s)

v Profile is constructed based on the population of investors and VCs dominated by the majority

(white males).
1. (Investor Name) was a successtul entrepreneur himseclt earlier on in his career, cofounding 2
successful startups. Currently, he focuses on startup investment to promote more innovation
in the world.
2. (Investor Name) was assoclated with a startup and served as the co-founder. Later he moved
to a venture capital company, investing in early-stage startups and providing guidance.
3. (Investor Name) previously joined a consulting firm providing guidance and advice to startups.
He later co-founded his own startup and became an early-stage investor.
4. When (Investor Name) was a student at college, she co-founded a startup during her undergraduate
years. ~he later moved to a VC firm, helping startup founders develop their businesses.
5. Previously, (Investor Name) worked as a correspondent for a well known magazine and co-founded
a successful startup later.
6. When (Investor Name) was at school, he was starting to ruminate on the idea of founding
a company and co-founded a startup with his classmate after graduation.
7. Prior to joining the current position, ([nvestor Name) co-founded and sold a startup with utilizing
s strategic, commercial and leadership skills.
8. An entrepreneur at heart, during his undergraduate years, ([nvestor Name) co-founded a startup

and raised VC money. Later he decided to become an investor, helping more startups to grow.




Alternative interpretation(s)

»» As a result, a typical profile contains gendered language that is incongruent with the gender role
of women in society.

» This incongruency is more pronounced for “high quality” female investors (i.e., more successful
female investors based on their profiles).

»» This incongruency could contribute to participants’ perception that the amount of information

regarding a successful female investor is less credible, resulting in their negative responses in
the experiment.

» My suggestion is to do a gender audit on the usage of words in the profile used.

L/

‘*Nowadays, there are employment intelligence companies conduct auditing for job ads.
‘*Maybe there is also an opportunity to do a decomposition: the gendered role of (VC)

investors versus the gendered language used in profiles
UBC ) | SAUDER



Gender homophily

v' Gender homophily is captured by the interaction term Female Investor x Female Founder.

Table 3: Heterogencous Effects Based on Founders’” Gender and Race (Homophily)
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Dependent Variable Q1 Q)2 Q5 Q3 Q4
Quality  Availability Informativeness Funding  Contact
(1) (2) (3) (4) (5)
Female Investor 1 -4, QRFH* -6.H2FH* -0.59 4. 84FF*
). .Y ) & ) ).6Y )5
Female Investor x 5.24%% 3.63*
Female Founder (2.26) (2.00)
emale Founder -1. -43.04 N ~38.7Y -39.4
(1.44) (1.28) (1.33) (0.99) (1.44)
Asian Investor -1.57* -1.37* 0.11 -0.42 -0.86
(0.94) (0.71) (0.71) (0.61) (0.86)
Asian Investor x 2.28 3.22% 1.13 1.91 3.29
Asian Founder (2.47) (1.93) (1.33) (1.21) (2.11)
Asian Founder ST AFFE 90 gQFKX _21.85F** 2T7.6T***  26.64*%*+*
(1.33) (1.14) (0.92) (0.80) (1.20)
Subject FE Yes Yes Yes Yes Yes
Mean of Dependent Variables  59.09 54.95 67.36 48.71 60.15
Observations 2820 2820 2820 2820 2820
R-squared 0.388 0.547 0.660 0.674 0.444




(Absence of) race homophily

The last row of coefficients show that Asian founders favor non-Asian investors more. Asian founders

assign higher contact interest ratings to non-Asian investors, even though they perceive non-Asian
investors as of lower quality.

 How do we interpret this result? Does racial discrimination in the two-sided entrepreneurial financing
market also exist, but in a different way than gender discrimination?

Table 3: Heterogeneous Effects Based on Founders’ Gender and Race (Homophily)

Dependent Variable Q1 Q)2 Q5 Q3 Q4
Quality  Availability Informativeness Funding  Contact

(1) (2) (3) (4) ()

Female Investor 4, 39FF* ~4 QRFH* -6.HF** -0.59 4 R4 FFF
(0.96) (0.82) (1.03) (0.69) (1.05)
Female Investor x 5.24*% 3.63* 5.89%* 1.70 5.97**
Female Founder (2.26) (2.00) (2.12) (1.56) (2.27)
Female Founder -1.72 ~43.047%* 11.747%%F ~38.79FFF 35 43FH*
(1.44) (1.28) (1.33) (0.99) (1.44)
Asian Investor -1.57% -1.37* 0.11 -0.42 -0.86
(0.94) (0.71) (0.71) (0.61) (0.86)
Asian Investor x 2.28 3.22% 1.13 1.91 3.29

Asian Founder (2.47) (1.93) (1.33) (1.21) (2.11)

Subject FE Yes Yes Yes Yes Yes
Mean of Dependent Variables  59.09 54.95 67.36 48.71 60.15
Observations 2820 2820 2820 2820 2820
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Different sources of discrimination

“» Bohren et al. (2023) argue that there are different sources of discrimination:

 Taste-based discrimination: “...an individual or firm has animus towards members of
a particular group, and therefore may choose to discriminate against them because he
receives disutility from providing services to or interacting with members of the group.”

* Accurate statistical discrimination: “...discrimination may occur against members of
a particular group because productivity is unobserved and the group is correctly
perceived to have a lower average productivity due to exogenous differences.”

 |naccurate statistical discrimination: discrimination that stems from incorrect beliefs,
.e., an individual’s beliefs about the productivity of different social groups may not be
correct.

ey g



Linking findings from the experiment to the model

** In the model section of the paper, the authors argue that statistical discrimination can
arise endogenously even though the two groups have identical quality distributions.
This source of discrimination falls into the category of “inaccurate statistical
discrimination.”

* [n other areas, such as female directors and female analysts, there is evidence that
they possess stronger qualifications and perform better than their male
counterparts.

* |s it okay to assume that taste-based discrimination does not contribute to gender
discrimination in the two-sided entrepreneurial financing market?



Situating your paper with the prior literature

d Ewens (2022) collects facts from previous literature that there is a large gender and race gap in
entrepreneurial participation. Then, the author summarizes several economic theories widely used in
discrimination analysis.

d Chen and He (2023) use data on high-tech startups from accelerators to reveal that the probability of
securing VC funding is similar for both genders, but funding amounts vary significantly.

d Herbert et al. (2024) look into the gender gap in the serial founding of VC-backed startups. Women are
less likely to found another VC-backed startup following failure. Among those who do found another VC-
backed firm, women raise significantly less capital.

d Alekseeva (2024) investigates the role of matching between venture capital (VC) investors and startups in
explaining the differences in VC financing between female- and male-founded companies. The paper
reveals that female-founded startups secure lower VC financing compared to male-founded companies,

even when comparing similar founders and startups.



Conclusion

* Avery ambitious and timely paper!
» Experimental design calls for some finetuning.
 (Consider and address alternative interpretations.

* Good luck with the paper, and | look forward to reading the next version!
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