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Abstract:

Institutional theorists have long recognized that board interlocks serve as conduits of information, which can
facilitate mimetic isomorphism under conditions of uncertainty. In contrast, the potential for coercive
isomorphism—which is a response to direct coercion rather than uncertainty—to spread through board
interlocks remains unknown. Drawing on the forced compliance literature from social psychology, we propose
that coercive isomorphism exhibits a ripple effect, whereby conforming to coercive pressures leads directors to
internalize their acquiescence and apply it to the other boards on which they sit. We test this relationship in the
context of nonprofit interlocks on the boards of 209 publicly traded U.S. firms between 2010 and 2014,
predicting that coercive pressure to minimize overhead in the nonprofit sphere—a phenomenon known as the
nonprofit starvation cycle—spreads to corporate boards through nonprofit interlocks, leading the corporate
boards to reduce firm investment in intangible assets. We find that this relationship manifests across our
sample, but is strongest via interlocks held by powerful directors and in industries characterized by high
investment in intangible assets. Finally, we also find that the coercive isomorphism ripple effect ultimately
decreases firm value.
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