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Abstract

This study seeks to extend our understanding of information technology (IT) investment and return from a social learning perspective. We address social learning in the context of interlocks between corporate boards, which, theoretically, are a conduit for sharing knowledge and experiences of firms’ IT investments. Using a large dataset of firm-years from 2001 to 2008, we find (1) a positive relationship between a focal firm’s IT investment and that of its interlocked firms, (2) this positive relationship is amplified by the interlocked firms’ IT-related knowledge but only when board-level communication intensity between the focal firm and its interlocked firms is high, and (3) the component of the focal firm’s IT investment that is attributable to board interlock influence is positively related to the firm’s Tobin’s Q but only when board-level communication intensity between the focal firm and its interlocked firms is high. Collectively these findings support our central thesis: social learning can play a significant role through board interlock in influencing a firm’s IT investments and enhancing their payoff, but attaining such benefits of social learning requires two pivotal elements: incorporating board members with high IT-related knowledge and strengthening communications with the interlocked firms.  Implications for research and practice are discussed.
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