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		Does the specific background and expertise of outside directors influence corporate policies? While the literature recognizes that directors contribute to firm value through their monitoring and advisory functions, the precise manner and extent to which directorsâ€™ expertise affects the firmâ€™s operational and financial decisions is not well understood. We analyze this issue by identifying a group of directors that are likely to have considerable knowledge about the firmâ€™s industry: directors from related upstream (supplier) or downstream (customer) industries (DRIs). We then investigate the impact of DRIs on specific corporate policies. We find that firms with DRIs benefit from: (1) shorter cash-conversion cycles, (2) lower inventory, (3) lower accounts receivable and, (4) higher accounts payable. We also find that firms with DRIs are less financially constrained as indicated by their lower cash-to-cash flow sensitivities. In addition, the investment to cash flow sensitivity is also lower with DRIs, thereby suggesting that they reduce investment distortions within firms. Further, investment responds less to stock prices (measured by Tobinâ€™s Q) in firms with DRIs when the stock prices are not very informative â€“ suggesting that DRIs act as alternative conduits of information. In a similar vein, we find that firms with DRIs utilize their production factors more efficiently (as measured by labor and total factor productivity), thus signifying that the industry expertise of DRIs helps the firm better anticipate industry conditions and trends. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Directors from Related Industries, Boards of Directors, Firm Policies, Supplier and Customer Industries

	
	

	
    

    
	

	
	
		JEL Classification: G30, G34, G39

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Dass,  Nishant and Kini,  Omesh and Nanda,  Vikram K. and Onal,  Bunyamin, The Influence of Directors from Related Industries in Shaping Firm Policies (November 1, 2011).  Available at SSRN: https://ssrn.com/abstract=2131994 or http://dx.doi.org/10.2139/ssrn.2131994 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Nishant Dass (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Georgia Institute of Technology - Scheller College of Business]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Georgia Institute of Technology - Scheller College of Business  ( email )

			

			
			
				
				
				
					800 West Peachtree St.
Atlanta, GA  30308
United States
404-894-5109 (Phone)

				

				
			

			
				
				
					HOME PAGE: http://scheller.gatech.edu/dass 
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Omesh Kini

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Georgia State University  ( email )

			

			
			
				
				
				
					University Plaza
Atlanta, GA  30303-3083
United States
404-651-2656 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Vikram K. Nanda

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of Texas at Dallas - School of Management - Department of Finance & Managerial Economics  ( email )

			

			
			
				
				
				
					2601 North Floyd Road
P.O. Box 830688
Richardson, TX  75083
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Bunyamin Onal

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Aalto University  ( email )

			

			
			
				
				
				
					P.O. Box 21210
Helsinki, 00101
Finland

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      170

			

		
		
		
			Abstract Views

			    1,656

		

		
		 
		
			Rank

			  319,156

		

		
	


	

	
		
			
				       18 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Georgia Tech Scheller College of Business Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Georgia Tech Scheller College of Business Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            5,304

                                    

                                    
                                        PAPERS

                                              664

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Narayanan Jayaraman at Georgia Institute of Technology - Scheller College of Business

                                    

                                
                            

                        

                    

                
	
                    Corporate Finance: Governance, Corporate Control & Organization eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Finance: Governance, Corporate Control & Organization eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,252

                                    

                                    
                                        PAPERS

                                           34,098

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,899

                                    

                                

                                
                            

                        

                    

                
	
                    Corporate Governance & Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Governance & Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,470

                                    

                                    
                                        PAPERS

                                           15,736

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Lucian A. Bebchuk at Harvard Law School

                                    

                                
                            

                        

                    

                
	
                    Microeconomics: Production, Market Structure & Pricing eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: Production, Market Structure & Pricing eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              756

                                    

                                    
                                        PAPERS

                                           15,881

                                    

                                

                                
                            

                        

                    

                
	
                    Organizations & Markets: Policies & Processes eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Organizations & Markets: Policies & Processes eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              691

                                    

                                    
                                        PAPERS

                                           18,392

                                    

                                

                                
                            

                        

                    

                
	
                    Econometric Modeling: Corporate Finance & Governance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Corporate Finance & Governance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              653

                                    

                                    
                                        PAPERS

                                           13,434

                                    

                                

                                
                            

                        

                    

                
	
                    Australasian Finance & Banking Conferences

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Australasian Finance & Banking Conferences

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               22

                                    

                                    
                                        PAPERS

                                            1,267

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Modern Industrial Revolution, Exit, and the Failure of Internal Control Systems

                        
                            By
                                
                                
                                    
                                    Michael C. Jensen
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Boards of Directors as an Endogenously Determined Institution: 
A Survey of the Economic Literature

                        
                            By
                                
                                
                                    
                                    Benjamin E. Hermalin
                                     and 
                                
                                    
                                    Michael S. Weisbach
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Boards of Directors as an Endogenously Determined Institution: A Survey of the Economic Literature

                        
                            By
                                
                                
                                    
                                    Benjamin E. Hermalin
                                     and 
                                
                                    
                                    Michael S. Weisbach
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Boards of Directors as an Endogenously Determined Institution: A Survey of the Economic Literature

                            
                                By
                                    
                                    
                                        
                                        Benjamin E. Hermalin
                                         and 
                                    
                                        
                                        Michael S. Weisbach
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            CEO Involvement in the Selection of New Board Members: An Empirical Analysis

                            
                                By
                                    
                                    
                                        
                                        David Yermack
                                         and 
                                    
                                        
                                        Anil Shivdasani
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Uncertain Relationship between Board Composition and Firm Performance

                            
                                By
                                    
                                    
                                        
                                        Sanjai Bhagat
                                         and 
                                    
                                        
                                        Bernard S. Black
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Non-Correlation between Board Independence and Long-Term Firm Performance

                            
                                By
                                    
                                    
                                        
                                        Sanjai Bhagat
                                         and 
                                    
                                        
                                        Bernard S. Black
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Non-Correlation between Board Independence And
Long-Term Firm Performance

                            
                                By
                                    
                                    
                                        
                                        Sanjai Bhagat
                                         and 
                                    
                                        
                                        Bernard S. Black
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
			
				
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.126 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
