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Motivation

�Why most directors in 

banks in the forefront of 

the financial crisis did not 

have the foresight to 

predict the problems of 

taking on too much risk? 

�Lack of heterogeneity and 

of differentiated 

viewpoints in boards?
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Theoretical Background

� Theory of upper echelons
� Understanding the mental models of top managers in  explaining 

the choices they make

�Responses depend on the interpretation of the situation

� Psychological economics
� Cognitive and emotional constraints of individuals should be 

included into mainstream economic theory

�Under risk and uncertainty individuals use simple rules of thumb 
or heuristics and human decisions can be constrained by emotions 

� Contributions of psychological economics 
�Few studies in theory of upper echelon ask if executive 

characteristics dependent on the situation, i.e. they limit field of 
vision, select perceptions and interpretations, and thus affect 
choices
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Research Gap: Theory vs. 

Empirical Investigations
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Research Contributions
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Micro-processes of 

information processing

�H1. In situations of uncertainty after which the 

market goes into decline non-financial experts make 

better stock market forecasts than financial experts.
(Availability or representativeness bias, Overconfidence, Anchoring, 

Illusion of control)

�H2. In situations of uncertainty after which the 

market goes into decline women make better stock 

market forecasts than men.
(Lower risk aversion, lower Overconfidence)
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Macro-org. phenomena of 

information processing

�Focus on dominant coalition, i.e. TMT composition

�H3. The higher the percentage of males and financial 

experts within a TMT, the lower the stock market 

performance of the firm in situations of uncertainty, 

after which the market goes into decline.
(fast & good decisions of experts and persons with lower risk-aversion & 

low group think effects)

�The higher the percentage of males and financial 

experts within a TMT, the higher the stock market 

performance of the firm in situations of certainty in 

which the market is stable or grows.
(expectations of males, experts are more biased & Group think effects)
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Study 1: Micro-processes of 

information processing
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Study 1: Dependent Variable
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Study 1: Main Results
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Study 1: Main Results
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Study 2: Macro-org. phenom. 

of information processing

TMT composition 2006 of  Swiss Banks

Non-executives Executives

Performance before 

the financial crisis 

(2006, 12 months)

Performance after 

the financial crisis 

(2008/9, 12 months)
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Study 2: Results for Non-

executive directors
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Before the finanical crisis
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After the finanical crisis
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Conclusion

� Theoretical/Academic Implications: An important 

moderator within the theory of upper echelons is financial 

market discipline during turbulent periods, explaining why 

the performance of homogenous TMTs is volatile and why 

the performance of diverse TMTs is sustainable. The theory 

can be strengthened by including the insights of 

psychological economics as a micro-foundation.

� Practitioner/Policy Implications: For a sustainable 

performance, greater TMT diversity in public companies 

should be instituted by the board of directors.


