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CHAPTER 1: INTRODUCTION

This dissertation is developethatintersection between organizational tlawhstrategy

research (Oliver, 1991, 1997; Ingram and Silverman, 2002; Durand, 2012). The theoretical

framework is mainly rooted in new institutional theory in sociology (Meyer and Rowan, 1977;
DiMaggio and Powell, 19&8)dhypotheses and findings havpanant implications for

companies. Literature on institutional theory in sodiblogreafter institutional the@rnhas

mainly focused on social evaluations, vanehttributes that social actors give to organizations

They include the three main congBwf status, reputation, and legitimacy (Deephouse and
Suchman, 2008; Bitektineof2@8bBlysuchas awellel @adbr s
2012), stigma (Devers et al., 2012), and public disapproval (Vergne, 2012). Social evaluations
influence the way social actors behave towards the company (Bitektine, 2011). Given that some
actors represent important stakeholders, social evaluations are critical for companies; they affect
firmsd survival and per ftoaughdhae iofleence eficangumeaers di r e ¢
(Deephouse and Heugens, 2009), governments (Bonardi and Keitne20688ia (Pollock and

Rindova, 2003), critics (Durand et al., 2007), etc.

Therefore, while institutional literature has long exathimedciological processes that
underliesocial evaluatioite.g., Merton, 1968 for status; Weber, 1978 for legitimalog)last two
decades, strategy literature has increasingly focused on undetrstastiditegyic implicationisat
social evaluains havdor companies (Pollock and Rindova, 2003; Deephouse, 1996, 1999;
Zuckerman, 1999; Cattani et al., 2008; Durand, Rao, and Monin, 2007; Durand, 2012). As a result,
literature on social evaluations has flourished in recent years nyaidipgblisedworks that
clarify, challenge and advance our current knowledge of status, reputation, legitimacy, and related
constructs (Deephouse and Suchman, 2008; Bitektine, 2012; Pfarrer et al., 2010; Rindova et al.,

2008; Rao, Durand, and Monin, 2005; Graftah,e2013).
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A second reason for this recent growth is the fact that there are still many aspects on social
evaluations that are puzzling or unckeaiong others, one of the main shortcomintpeis
tendencytofocus@d si ngl e audi eheer,@l2; Pdniikes; 201d)at nedeareha
in the field tends to focus time specific candidatudience dyad (Zuckerman, 1999), analyzing
how candi datesd actions affect the evaluation
most relevarne in a given setting. This overlooks the fact that in most real contexts, there are
multiple audiences (Hannan et al., 2007) whose evaluations do not necessarily overlap (Lamin and
Zaheer, 2012). This dissertation advances previous literature Iy aahatievaluations in a
multipleaudience context. In particular, it focuses on a specific type of social evaluation: social
misconduct, which is defined at the intersection of literature on legitimacy and on organizational
misconduct. Social miscondigcan important, yet understudied construtteititeratureBefore
further explaining this term and introducing the research question, | will review research on social

evaluations and discuss its four current challenges.

1 SOCIAL EVALUATIONS
1.1 Thethree major types of social evaluations: status, reputation, and legitimacy
Status, reputatipand legitimacy are the three main constructs of social evaluations. As individuals,
we experience the impact of these constructs on a daiMighsitatusactoré the Queen ofhe
UK, a threestar Michelin chef, a Nobel Prize winneriiateceive constantediaattention for all
sorts of normal activities that go unnoticed if performed by the rest of us. Before renting an
apartment, we try determine the larttibreputation Are they trustworthy? Will we get our deposit
back? Finally, we try to teach our children to behave in ways that are ctewgtdeeatgthat is,
conforming to the values and norms of our society.

These constructs are as cruciabfganizations as they are for individuals. Organizational
and management research has long studied their implications at the organizational level. Robert K.

7



INTRODUCTION
Merton is generally understood to have made the first contribution to tbsestaliethe
positive externalities that higflatus actors experiendehi s phenomenon, Kknown &
Effect, 6 is related to the idea that othe ric
proposes that higstatus actors (e.g., Nobel Prizenatig) receive more credit than-kiatus
actors for similar efforts.

Reputation research has a similarly long history in economics and sociology. Sometimes
markets fail because consumers and buyers experience information asymmetry, adverse selection,
ard moral hazard; economists and game theorists have found different ways to overcome these
problems, such as sending credible signals (Spence, 1973), making trustworthy commitments
(Ghemawat, 1991) or building a good reputation (Kreps and Wilson, 1982).

Legitimacy is the third major construct in social evaluation literature. Scholars usually credit
Weber £910/1978 for introducing legitimacy into sociological theory (Deephouse and Suchman,
2008), but its influence has steadily grown with the emergeeeemdtitutional theory in
sociology (Meyer and Rowan, 1977; DiMaggio and Powell, 1983, 1991). Since then, the concept of
legitimacy has represented a growing trend in the field; 137 studies on legitimacy were published
between 1980 and 2010, 27 of whiele published between 2005 and 2010 atmrssting of
10% of all articles published in institutional theory.88@olof all articles published in
organizational theory (Haack, 2012).

While status, reputation, and legitimacy are the most grounstedgict® in social
evaluation literature (Deephouse and Suchman, 2008; Bitektine, 2011), recent research has begun to
investigate new concepts. Some of them are more theoretically advanced, such as stigma (Devers et
al., 2009), celebrity (Pfarrer et @lpandpublic disapproval (Vergne, 20@2hers are relatively
new or mere variants of previous concepts, including wrongdoing (Zavyalova et al., 2012), unethical
acts (Sullivan et al., 2007), certification, rarraffiG and Ward, 20},0and awardNade et al.,

2006). While it is too early to say if any of these constructs will attain the theoretical importance of

8
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status, reputation, and legitimacy, they have been undoubtedly useful in pushing scholars to more

deeply examine the underlying mechanishdistinguish one social evaluation from another.

1.2 Current challenges in social evaluation literature

With a steadily growing number of articles published in top management journals, books (Barnett
and Pollock, 2012), professional developmenskapk (such as the one organized by David
Deephouse at the 2012 Academy Of Management conference), and ad hoc conferences, recent
social evaluation research has been very active and rich. For every social evaluation construct, there
is a dedicated publimat that periodically publishes reviewk&®o advance it in the field.

However, it is still possible to identify major trends that are common across the different constructs:

| discuss four of them.

1.2.1 Social evaluations are multidimensiatéhjciot mon

Literature has usually treated social evaluations in a monolithic fashion (Philippe and Durand, 2011)
by looking at the overall efféichtreputation, status, or legitimaeg good vs. bad reputation,

high vs. low status, or legitimate vgjitilleate organizations. Research has only recently recognized
that social evaluations have many dimensions that may or may not produce the same effects. For
example, Mishina et al. (2012) distinguish between a reputation for quality and a reputation for
character, showing how these two dimensions follow different paths. Philippe and Durand (2011)
find that the effect of conforming behaviors depends on which type of goal is pursued and on the
level of procedural commitment. Vergne (2011) distinguishesiffeeent dimensions of

legitimacy based on compliance with different norms: environmental (environmental norms),
transactional (ethical norms), accounting (accountability standards), and competitive legitimacy
(competition norms). He leaves to futuseaech the task of studying itimerginakffect of each

dimension.
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Scholars have recently invested considerable effort toward understanding the boundary
conditions of each social evaluation. For exanapleg digh status, a good reputation, and high
legitimacys not always positive; tradls do exist, such as the time and money spent to build the
reputation. Moreover, each construct has its own downside. Particularly interesting are recent studies
that exanme the negative effects of status (Graffin et al., 2012): for examskatisghctors are
often punished more severely for misconduct (Jensen, 2006) because they are more likely to be
0t ar g etlematid, ard Ypecause their misbehavior is seenegisitaational (Polman, Pettit,

and Wiesenfeld, 2013).

1.2.2 Social evaluations are not independent; they overlap and interact

The fact that scholars have sometimes used the same operationalization to measure status,
reputation, legitimacy, or other camsts, opens the obvious question as to whether these
distinctions are practical or merely theoretical. An increasing number of papers have compared two
or more social evaluations in the same study: for example, reputation and legitimacy (Deephouse
and Cater, 2005), reputation, status, and legitimacy (Deephouse and Suchman, 2088; Bitekt
2012, reputation and celebrity (Pfarrer, Pollock, and Rindova, 2010), and stigma and public
disapproval (Vergne, 2012). These studies have found that social s\dgtuatentap to some

extent and are causally lirfkddr example, people attribute high reputation tegtaghs actors

and vice versa. However, these studies also prove that each social evaluation does have its own
uniqueraison d'étréhile some mechanis are shared, others are distinct. By looking at extreme
situation8 for examplehighstatusorganizations that lose reputation, but not gtagakolars are

better able to understand the uniqueness of each construct, which helps clarify each of their
underlying mechanisms. This trend has pushed researchers to explore new types of social
evaluatins. For example, David Deephouse organized a professional development workshop on

social evaluations at AOM 2@ilZerenine constructaere presentedtatus, reputation, legitimacy,

10
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stigma, celebrity, ranking, certification, public disapproval, anBagtbrgf the presenters tried to
explain why his or her respective construct was different from the others and worth studying. In the
coming years, it is likely we will see more papers published on the differences and interactions

among social evaluations.

1.2.3 Literature has focused on few (homogenous) audiences
While many different types of audiences are important to organizations, current literature has
focused on relatively few. Building on mass communication literature andedtiegdiaeory,
mary scholars have focused on the media as a primary audience (Deephouse, 1996; Pollock and
Rindova, 2003, Zavyalova et2dl12). The importance of the media is due tattilgy to align its
agenda with thene of thepublic (McCombs and Shaw, 1972nbiing some issues and opinions
more salient to the eye of the peoptem this perspective, the media is an important audience
because it mediates the relationship between organizations and society (Deephouse and Heugens,
2009) There are other audientleatperformasimilar tasksuch as security analysts (Zuckerman,
1999), rating agencies, and critics (Durand et al,,\#®@FH)have alseceived increased attention
from organizational scholars. While these audiences undoubtedly play a pivatalamadar
from the only audiences that are crucial to organizations. Of these understudied audiences, the most
i mportant one fniatheir ok asiizemseconpuenery or endployees. Scholars
have tended tose the opinion of the mediaatinerthose otheorganizations to understand what
people think, but have devoted little attention to investigating the direct reldieingepghese
organizations and the people themselves (Bonardi and Kejm, 2005

Another limitation of existing eggch is that each audience has been treated as
homogenous, leaving itdof u t u r te exarmone thedway whichdifferent members of an
audience interact (Hannan et al., 2007). As aaadidtices have been treated as black tatkes
few studiesying to unpack how different members of an audience reach a consensus (Cattani et al.,
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2008) or how their consensus or dissent influences future outcomes (Hsu, 2008). Audiences such as
the media and rating agencies consist of different organizatibasdltaeir owstrategy to
survive and be profitabl@rganizational literature has only recently tried to open the black box to
see how companies can influence the evaluations of individual audience members, such as media

outletsor critics(Westphal el.a2012; Hsu, 2008).

1.2.4 Thé so aagth &i) dogkil¢hat kapperes i a fraligiamce vontext?

Since the publ i cat i e&mwmafticleZanaysi®of Sn@ahevatuationt 99 9 ) w.

usually been conducieéxplicitly oimplicithyi under a candidataidience framework: the

candidate, usually an organization, takes actions or submits proposals that affect the judgment,

evaluation, or behavior of an audience (Bitektine, 2011). In turn, this evaluation directly or indirectly

affectghe survival or performance of the focal candidate. Most research tends to focus on one

audience, usually the most important one in a given context: for example, the media in the venture

capital market (Pollock and Rindova, 2003), the Michdenigtine world of French cuisine

(Durand et al., 2007), security analysts in the financial market (Zuckerman, 1999), and distributors in

the movie industry (Cattani et al., 2008). Th

evaluations are less omnant, either because they do not own critical resources for organizations

(Pfeffer and Salancik, 1978), or because they share evaluations (cf. Deephouse, 1996, who argues

that media legitimacys equal to the peopled perception of
Neverthéess, in many contexts, organizations are subject to the simultaneous pressures of

multiple audiences (Lamin and Zaheer, 2012), which can have different orientations and evaluation

criteria. Therefore, a recent stream of literature has focused on whdgnstam multiple

audiences react differently to the same actions, shemaslia vs. regulators (Deephouse, 1996),

the public vs. the investment comkemisOy-v6L amim

maker s ( P dmeseisthdidsmve the &dlafAtage to examsieal evaluations in a

multipleaudience contextloweverthey treathe evaluations tiiese audiences as orthogonal and
12
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independent, neglectingneestigatowthe evaluation gnaudience may influence the
evaluatiomfaro t her . For exampl e, Deephouse (1996) do
evaluation influences regulatorsd evaluati on,
investigate how public opinion influences that of the investment community, andazice ve
It is important to note thahis shortcoming in the literature of social evaluations
exacerbates the three challenges previously disendsextanding the different dimensions of
social evaluations, the way social evaluations overlap or andraantarging the range of
audiences studied are even more compelling problems in a-audigriee contexthis

discussiofeads to the main literature gap that my dissertation addresses:

Literature gap: Previoliteraturehas analyzed social evationsin asingleaudience
context. In case of a multi@adience context the evaluation of an audience
has been considering orthogonal to the evaluation of thelttisdeaves
unexplored the question as to how andtivagvaluation of a particular

audience influences the evaluation of another audience.

This dissertation starts addressing this broad literature gap by focusing on how a specific type of

social evaluation, social misconduct, affects the evaluation of another audience.

2 THE EFFECT OF SOCIAL MISCONDUCT ON DIFFERENT AUDIENCES
| define social misconduct at the intersection between literature on legitimacy (institutional tradition)
and organizational misconduct. Thus, | will start by reviewing the definitions of legitimacy and

organizatinal misconduct, as well as their advantages and limitations.

13
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2.1 Definition of legitimacy
The field of organizational studies has examined legitimacy for many years, although attention to it
has varied. Scholars usually ttheterigin of the study of legnacyo ack t o Weber s wor
(1910/1978), though it is only since the birth and surge of new institutional theory that legitimacy
has become a pivotal concept in organizational studies (Meyer and Rowan, 1977; Zucker, 1977;
DiMaggio and Powell, 1983). likely due to this relative newness (Scott, 1987) that its boundary
and mechanisms are still receiving scholarly attention. It was only in 1995 that Suchman proposed

one of the first formal definitions by synthesizing the way the concept had bsefauged73):

Legitimacy is a generalized perception or assumption that the actions of an entity are
desirable, proper, or appropriate within some socially constructed system of norms,

values, beliefs, and definitions.

Though Suchmands article successfully summar.
for further analysis, it did not completely address the problem.

Bitektine (2011), eapding on the work of Suchman, finds that scholars have used
legitimacy 12 different ways (@ themf ol | owi ng Suchmands anal ysi s)
detailed definition of Il egitimacy (Table 1).
respects. First, Bitektine distinguishes between cognitive aipoblgmzoblegitimacy. Cognitive
|l egi ti macy cdongreamaebsndshed oasakeeant of | egiti macy,
population ecology studies. Sqmbtical legitimacy refers to the conformity of behaviors to a
defined system of norms and ealland has mostly been examined by institutional scholars. It is
evident that both constructs refer to very different ideas and mechanisms despite being grouped
under the umbrella of o0legitimacy. 60 tBadcaond, h

render organizational legitimdabgmedia, regulators, and other industry members (such as
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advocacy groups, employess), whereas Suchman does not differentiate betweerk-ihalhy,
Bitektine does not believe that organizational legitimélegitimacy is automatically linked to
rewards or sanctions; rather, he allows the individual evaluator the faculty to choose whether to

provide support, remain neutral, or penalize the organization.

Table 1- The enumerativéefinition of organizational legitimacy (Bitektine 2011:159)

The concept of organizational legitimacy covers perceptions of an organization
Scope | class of organizations, judgment/evaluation based on these perceptions, and b
response baden these judgments . . .

Evaluating|ér endered by media, regulators, and
audience|et c. ), whoé

Perceived| é p e r e ve an organizationds process
dimensions| eader s, and its |inkages with othe

éjudge the organization either by <c
cognitive category/class or by subjecting it to a thorough sociopolitical evaluatic
whi ché

Analytical
processing

eis based on the assessment of the
evaluator (pragmatic legitimacy), his or her social group, or the whole society (r
l egitimacy), andég

Benefit
distribution

€t hr o upatterntofinéeractions with the organization and other social actors
Compliancq evaluating actor supports, remains neutral, or sanctions the organization depen
mechanisn| whether the organization provides the benefit(s) prescribed by the prevailing no
reguléions.

2.1.1 Limitations of the definition of legitimacy

Both Bitektine (2011) and Suchman (1995) use legitimacy as both a level and unit of analysis: an
organization is legitimate/illegitimate (level of analysis) and scholars need to measure
legitimacyl/illegitimacy as the overall perception of an organiazatiar &nalysis). Obviously, this

makes it very challenging for researchers to measure the overall perceived legitimacy or illegitimacy
of an organization. As a result, many studies

actions or behéors (Kraatz and Zajac, 1996; see also theamaiesis of Heugens and Lander,
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2009), equating a/an (il)legitimate action with a/an (il)legitimate organization. Even if
legitimate/illegitimate actions increase/decrease organizational legitimacyanetalvays
overlap. For example, some illegitimate companies can actually decide to take legitimate actions to
increase their overall fit with the social environment, without necessarily immediately offsetting the
perception of their illegitimacy (VexrgB011); to the contrary, organizations can use illegitimate
actions to acquire legitimacy (Elsbach and Sutton, 1992). This was why Suchman (1995:574) clearly

di stinguishes between oOorganizationdé and oact

Legitimacy isemeralized in that it represents an umbrella evaluation that, to some
extent, transcends specific adverse acts or occurrences; thus, legitimacy is resilient to
particular events, yet it is dependent on a history of events. An organization may
occasionallgiepart from societal norms yet retain legitimacy because the departures

are dismissed as unique.

This interchangeability of organization and action as units of analysis is responsible for considerable
confusion irthe literature anlikelyone of the caasofthe unclear relationship between legitimacy
and performance (Heugens and Lander, 2009).

A further complication regards the evaluating audience (Bitektine, 2011). As Suchman (1995)
specifies, the concept of [liencejyetindepeadentofs odepe
parti cul ar ,anboganizatianoran actiormdarube considered inappropriate by a single
member of the audience, dutan confornto the system of values of theerallaudienceThis
makest very challenging foesearchers to find the appropriate context in which to measure
organizational legitimacy (Deephouse, 1996) while assuring results are genertleaable to
contexts. As a resuiw operationalizations of empirical studies on legitmeaegble to

acommodate the insight 8ichman (1998hd measure the perception of the overall audience
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and not the one of sorsebgroups.

Due to these challenges, today the term legitimacy signifies different ideas, literature, and
mechanisms to different scholakgn when articles on the topic are published in the same journal.
Eighteen years after Suchmands article, the c¢
invoked, than described and [ é],m®553).often des.
Therebre, it is unsurprising that scholars have used alternative terms in sitoetepnevious
definitions of | egitimacy apply. For -exampl e,
conforming actionsdé to ref ewsociety Tharehavebeers t hat
much more variable terms for illegitimate actions, such as misconduct (Wier, 1983; Greve et al.,
2010), wrongdoing (Zavyalova et al., 2012), irresponditdglyunethicalctiongSullivan et al.,

2007). Of these, the constratmisconduct has perhaps the longest history and has received the
most theoretical attentidrterature on organizational misconduct can solveagdheechallenges

discussed regarding the concept of legitireaen if it opens different ones.

2.2Definition of organizational misconduct
In their detailed review of organizational misconduct literature, Greve et al. (2010piegiically
byalsonot i ci ng that o0the definition of misconduc!

Thus, theyattempt to provide a more rigorous definition:

We define organizational misconduct as behavior in or by an organization that a
socialcontrol agent judges to transgress a line separating right from wrong; where
such a line can separate legal, etmdadpaially responsible behavior from their

antitheses.

This definition stems from work in sociology, particlddmbling theor{Becker, 1963; Lemert,
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195). Becker (1963), the presumed father of labeling theory, distinguishes between actual and
perceved behavior. His wédhown 2 x 2 matrix (Table 2) identifies four situations based on
whether a behavior is obedient or rule breaking, and whether or not it is perceived as deviant. The
novelty of this model is that is stresses the value of percaptothan actual behavior; in fact an
obedient behavior that is o0l abeledd as devian

breaking behavior that is not perceived as deviant.

Table 2 - Becker (1963) matrix on actual vcgieed behavior

Obedient Rule-breaking
Perceived as Deviant Falsely Accused Pure Deviant
Not Perceived as Deviant Conforming Secret deviant
Taking a cue from Beckerds work, Greve et al

misconduct if there is no perception of misconduct. For a perception to exist, an audience must

make an evaluation. Greve et al. (2010) refettted particlar audiencasa 0 scontrél a |

agenbwhichisanactaxt h at [ a @lpectiétgandthat can impose sanctions on that

col l ecti vi t Jhisss ndi & doraplefelyp new gppraadn®adredo legitimacy, given

Bi t ekt i ne &i®onoftlelole bi)the dvalgating sudience. However, in their definition,

Greve et al. (2010) make the role ofthesp@aht r ol agent centr ah, i n t|

without a sociatontrol agent, there is no organizational misconduct. IteittirBe (2011), the

evaluating audience in legitimacy literature occupied a seconddmsg islthe first advantage

Greve et al.ds (2010) definition has over pre:
A second advantage of this definition is tleddinifies the unit of analysis. While

misconduct is defined at the level of analysis (the organization), the unit of analysis is the action.

Mi sconduct is a oObehavioré; this makes it eas

organizational ieconduct versus that of legitim&agally, Greve et al. (2010) are more specific in
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their definition of the reference group. Such
constructed system of nor ms, efirionuwbich,sflaxield i ef s,
enough to be applied to any social greupn those viewed as illegitinfrat@ the society point of

view, such as the Mafilm contrast, Greve et al. (2010) immediately set the reference group in their
definition: societMis conduct transgresses the boundary de

norms (see also Warren (2003) and her distinction between norms and hypernorms).

2.2.1 Limitations of the definition of organizational misconduct

Apart from these advantagé® construct of organizational misconduct differs from the construct

of |l egitimacy in one other crucial aspect: Gr.
responsi ble behavioro as a si ngdo@anoms.tn, and d
contrast, legitimacy literature has flourished in large part because it contrasts illegitimate vs. illegal
actions, that is, actions that break social norms vs. laws (Webb et al., 2009). Given illegal actions
usually have more dire consagues than illegitimate actions, it is not surprising that illegal actions

have received more attention in misconduct literature. From this perspective, Greve et al. (2010:60)

define the sociaontrol agent as:

An actor that represents a collectivitythat can impose sanctions on that
collectivityds behalf [é] we consider the
bodies), the state (i.e., national and local governmental bodies), and professional

associations (e.g., the American Medical Associa American Bar Associations)

as sociatontrol agents. Each of these entities represents a larger collectivity, and has

the capacity to impose significant sanctions on its behalf.

Under this definition, soci@ntrol agents are third parties that monitor and enforce punishment
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on behalf of the community. While this can beftmiaws, which are monitored and enforced by a
centralized thirgparty authority, such as the court erdtate, it is not generally the case with social
norms. Ingram and Silverman (2002) claim, in reference to general institutional literature on
legitimacy, thaocialnormsvyor k as odecentralized institution
p u n itheihvidlations (Ingram and Silverman, 2002:10). Sanctions (or rewards) are uncertain; they
depend on the judgments of individual actors and rely on their ability and willingness to enforce it
(Scott, 2008). Therefore, though Greve et al. (2010) decided t mor e gener al au
customers, or specHitterest groups without an offistnding such as ngovernmental
organi zations or | obby groups, 6 these audienc:
norms.

Therefore,ifibt akes two tangoo6 to comminaytakel egal
ot hr ee t tandgrassigne af so€iab mormsséhesn ot only i nvoldve t he
socilact or agent 0 dy-acthragedutt h e s a wad thatis, e\l cads or |
other contextually defined performance gatekdepé#ns organizationgiterature on
organizational misconduct has mainly focused on the former while overlooking the later, reinforcing
the previously discussed literature Asi@. result, the framework of organizational misconduct is
more suitable to apply to actions that break laws, rather than those that contravene social norms.

In summary, while the concept of misconduct can help resolve some ambiguity in legitimacy
literature, it falls short by failing to distinguish between illegal and illegitimate actions, unlike most
legitimacy research (Webb et al., 2009). However, integrating the constructs of organizational
legitimacy and misconduct could open up interestingesearch avenues. This leads to a new

constr uc torganihationad b ccal | mbsconduct . 0O

2.3 Definition of organizational social misconduct and research question

Organizational social misconduct is defined at the intersection between lagdimacy
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organizational misconduct, and builds on the advantages of each. The formal definition of

organizational social misconduct is as follows:

Organizational social misconduct is an evaluation made by@atcbhagent that

an or gani z acontravenéde sysiemnlofavalueand norohsociety

Consistent with literature on organizational misconduct, the action is the unit of analysis of
organizational social misconduct. Moreover, social misconduct is an evaluation made by a social
controlagent, in the form of a statement or an action. Thus, there is no social misconduct if a social
control agent does not label it as such. Consistent with legitimacy literature, organizational social
misconduct exclusively concerns the infringement ofremared, not of the laws. Most illegal
actions are also considered as violating social norms, but this is not always the case (Webb et al.,
2009). Conversely, there are many forms of social misconduct that are not illegal. Also, the violation
regards the W@es and norms of society as a whole, even if some individuaigroupabnay
disagree (consistent with the insight of Suchman, 1995).

Given that social misconduct regards only the violation of social norms, the definition of
socialcontrol agent shadibe revised accordingly, as scoiairol agents aret limited to
organizations such as world polity, the state, etc. While these organizations are pivotal in monitoring
and enforcing laws, thial short of administering social norms; indeed, ifficutt to identify
organizations that are able to dictate what is appropriate and what is not. Therefore, | refrain to
definea priora given set of organizations that can be considereasotial agents for social
misconduct. Instead, | define abcontrol agent as an evaluating audience that identifies a behavior
as social misconduct and is able to inforpetiglizeéhe focal organization, either directly or
indirectly, through the influence of another audience. For exampleegukstry manization can
be defined a soci@ntrol agent; even if the organization cannot dipectigha company, it has
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the ability tdriggemegative media coverage or public disapproval of it. This relationship between a

socialcontrol agent and anothedance is the focus of this dissertation.

In section 1.4, | discussed the main gap in the literature on social evaluations, namely that previous
literature has overlooked the Wayevaluation adne audiendafluences the evaluation of
anotheraudiene. Having defined the specific social evaluation under investigation, | will present the

specific research question that my overall thesis will address.

Why Doesan Audience Change its Evaluation following
Organizational Social Misconduct?

Where organizational social misconduct is defiséntioned abovas an evaluation made by a

socialcontrol agent.

2.4 Research Gaps
In order to address this question, | consider three distinctive audiences that directly or indirectly

affect organizational survival and performance: people, investtirazedia.

2.4.1 The effect of social misconduct on people

People, in their roled consumers, employees, and citizens, are a crucial dodesmopanies.

People who are disappointed with companies are less likely to buy their products or work for them.
More importantly, in democratic countries, individuals as citizens can itifeiesgalators and

politicians thagéventually nf | uence organi zations® survival a
2005). People have many ways to express their opinions of an organization, including social media,

boycotts, and complaints to regulatoreame a few. However, the voice of the people has been
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largely neglected in the literature on legitimacy and organizational misconduct. Legitimacy literature
usually considers the peopleds opinion via th,
legtimacy (Deephouse, 1996; Pollock and Rindova, 2003). This equivalence is based on mass
communication and agergkgting theory claiming that, as the media has the double role of
reporting and influencing peopghesfshatofphe ni ons,
people (McCombs and Shaw, 1972). However, while it is clear that the media is able to exert
considerable pressure on what pebpi& aboufDeephouse and Heugens, 2009), the same mass
communication literature shows that it is much more debatable as to whether the media is always
able to influence what peofiienk of(McCombs, 2005 hat is, the media influenebatissues
people think abdubut does not control their opinioms thoseSimilarly, literature on
organizational misconduct does not directly measure public opinion, but reliescomsotial
agentsas actorsthae pr esent o6a coll ectivityodndecthati tgyad
behal fo (Greve et al., 2010:56). Therefore, m
relationship between the evaluation of a smmélol agent and public opinion.

While it is likely that people may react to orgamahsocial misconduct, it is not

immediately obvious what triggers these readftlisdeads to the first research gap:

Research Gap 1: Why do peopbet toorganizational social miscondoca

greater or lesser degtee

2.4.2 The effect of ses@nduct on investors

It is one thmg for an individual to make a relatiostless complaint; it is another to make a decision
that significantly affects oneds finances, su:
necessarily reactdaggyanizational misconduistthe samevayas citizens might. Investors are more

|l i kely to make their decisions based on econo:

23



INTRODUCTION

impacted by social misconduct?) versus normative rationality (Olivers 19t (io keep the
stock?). The | ink between such behaviors and
addressed in misconduct literature more thoroughly than in any other area (Greve et al., 2010),
mainly with regard to misconduct that invadeese form of illegal action. In such scenarios,
sanctions take the form of fines and imprisonments enforced by third parties, like the state, courts,
and police (Hechter and Opp, 2005; Ingram and Silverman, 2002). Given the gravity of such
behaviors, thitype of misconduct is also informally sanctioned, that is, by other social parties that
interact with the company (Jensen 2006, Sullivan, et al. 2007). Thus, it is doubtless that illegal actions
negatively affect the financial performance of guilty agganszand, given that the same laws
apply to all companiésa given regulative contekie negative effect on performance is likely to
be the same for all companies.

It is less clear how sanctions are imposed upon behaviors thatongealgnsod et y 0 s
values and norms, but are not illegal. Socialmoonmsk as o0decentralized i ns
odi ffuse individuals to punisho6é their violati:
rewards) are uncertain; they depend gudigenents of individual actors and rely on their ability
and willingness to enforce it (Scott, 2008). This ambiguity makes the outcomes of social misconduct
far less clear and consistent. Indeed, scholars have long debated whether the relationship between
actions that deviate from the norms of a specific group and organizational performance is negative
(Meyer and Rowan, 1977; DiMaggio and Powell, 1988heaor{Deephouse, 1999; Smith, 2011),
or positive (Kraatz and Zajac, 1996; Durand, Rao, and MOiirEXbach and Sutton, 1992).

Two main contributors to this dilemma are data availability and the difficulty in
operationalizing the variable. It is likely that the willingness of individual actors to penalize
companies for social misconduct will demenithe type of norm violated, the type of industry, and
the role of infomediaries (such as the media, ratings agencies, and critics). However, previous studies

have had difficulty explaining the causal mechanisms and differentiating the effect oéetach elem
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Most have focused on one industry (Kraatz and Zajac, 1996), the violation of one type of norm

(Miller and Chen, 1996), and have looked at behaviors that were already reported by an infomediary
(usually the media) (Deephouse, 1996), neglecting siosgriat may have been ignored by

i nfomedi aries (what Becker, 1¢®thédhswdraofthienes as 0:
guestion on why companies will be more or less financially penalized for social misconduct is still

unclearThis leads to theecond research gap:

Research Gap 2. Why are companies financially penalized to a greater or lesser degree for

theirsocial misconduct?

2.4.3 The effect ofialgdevents of severe social migaihethedia
The media is an important audience for organizations, not because it directly affects organizational
outcomes, but because it is able to mobilize important stakeholders. Accordingly, the media
occupies a prominent role in literature on both legitimacygardzational misconduct. Bitektine
(2011) considers the media as one of the three evaluating audiences (along with regulators and other
industry actors) that are able to confer organizational legitimacy. In the context of organizational
misconduct, Grewvet al. (2010) regard the media as an important audience that can penalize
companies. A common assumption to both research streams is the belief that the media can be
treated as a homogenous audience; in other words, that it is possible to measwedttsee medv e r a | |
opinion of a given subject. Traditionally, scholars have classified media stories as positive vs.
negative (Pollock and Rindova, 2003), or endorsing vs. challenging (Deephouse, 1996), and then
combined them in various ways (usually usingiis€&addner index). While this assumption has
clear empirical advantages, it can be too simplistic, as it overlooks the fact that the media consists of
different members, each with different motives and reactions to the same behaviors.

Similarly, each aedce consists of different members. The very existence of different media
outlets is justified by the fact that each tries to address a different setiraeatidersn order to
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survive and thrive, media outlets must tailornbgisaccordingly. Thnee f or e, whi |l e j ou |
ethical code normalizes mewavsto a certain degree (DiMaggio and Powell, 1983), each media
outlet still has the freedom to strategically decide what news to report, how to prioritize one story
over another, and how to repibri_iterature has addressed these specificities by either focusing on
a single newspaper (usually one with high status and credibility\¢adj. Stineet Jouy,nad by
almost indiscriminately pulling a large number of news articles from mulipsgpeeswsing
databases like Factiva or LexisNexis (Zavyalova et. al, 2012; Pollock and Rindova, 2003). Few
management studies have tried to understand the way companies can strategically manipulate
relationships with specific journalists (cf. Westphh) 2012), and even fewer have specifically
addressed how different media outlets can res

I look at how the evaluationsmtiltiplenewspapers with different orientations change after
a scandal. Scandaledramatic events that originate from severe type of social misconduct.
Therefore, scandals are likely to have an impact on the evaluation of tiHomewdsa, it is less

clear why this evaluation varies among different media outlets. This leatsxtorésearch gap:

Research Gap 3: Whyttie mediahangevaluationafter a scandal?

In summary, | look at the effect of social misconduct on the evaluation of three different audiences:
peopl eds compl ai nt smedi® evalwmsonsoThesobjecsvaafthis pr i ce s,
dissertation is to study not only the direct effect of social misconduct on these audieraiely, but

the factors that moderate these relationships. In this way, | can shed light on the mechanisms that
explain why ankdow each audience reacts to social misconduct. Figure 1 provides a graphic

illustration of the research question and the three research gaps.
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Figure 10 The research question and the three research gaps
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For my empirical analysl will use two novel and unique datasets: Chapters 2 and 3 focus on

advertising setegulation in the UK, which involves the assessment of behaviors based on their
acceptability by t [CAP Gode2eld:bl8mptdr Ufechsescosaarslal me r 6
( @alciopol) t hat, by definition, involves transgre

will briefly introduce the$&o contexts.

3 INTRODUCTION TO THE THREE ESSAYS

3.1 Empirical Contexts

| use two distinct settings as the empirical contexts of thehlthpershat follow. ChapteZand

3 focus on advertising sedfgulation in the UKo assess how people and investors react to social
misconductChapted analyzes the scan@allcioppli whi ch affected I talyos

A6) in 2006, hewsp avplwmtonafichseverg sosial misconduct.
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3.1.1TheUK advertisingragjlilati@ystem

Advertising t e rcarentrowons, diefd anhdalods, atsagiven enieyThus, it is an

ideal setting in which to study social norms and social misconduct. In an attempt to maintain the
highest standards of advertising, companies have long funded-parthirselregulatory
organizatonte nsur e that any form of advertising or
trut hful and decentd (Advertising and Market
di ssertation, | f o c wegulatony erganifatioe, thdverysingoStandartise UK 6
Authority (ASA) for the following reasons:

1. The ASA, which was founded in 1961, is one of the most legitimaigywatbry
organi zations i n t he wor |l d. I n recogniti
Communications contractedtdts responsibility to control broadcast advertising to the
ASA in 2004.

2. Since 2004, the ASA has been thesbop stop for all forms of advertising in the UK. In
other countries, advertising complaints are directed to other agencies or governmental
bodies, which would reduce the reliability of a study.

3. The ASA receives around 25,000 complaints awfgeah, representS0% of the total

advertising complaints made in Europe.

The ASA fields complaints from both individuals and organizations. Thesepasstetion ta
Complaints Executivand, depending on their gravity, are eventually submitted to the ASA
Council. Each complaint can either be upheld (the advertisement is banned) or not upheld (the
advertisement is cleared). Adjudications are puldigtrgdNednesday and receive significant
coverage in all types of medetional and local, trade and consumer, offline and online. This media
visibility is one of the primary punishments for advetisgs not conform to the code; as with

most selregulation organizations, the ASA cannot directly fine the offending companies.
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Each case is assessed based on its likelihood to mislead, offend, or harm the average UK

consumer:

The likely effect of a marketing communication is generally considaréuefmint
of view of theaverage conswmam it reaches or to whom it is addres3dok CAP

Code 2010:113, emphasis added)

The reference to the average consumer echoes
dependent on a <collective audience, yet i nde
consider the decisions of the ASA Council as a direct (less problematir oxy f or soci e
belief as to whether or not a companyo06s adver
this context, the ASA is regarded as the ®ociabl agent, and the decision to ban an

advertisement is treated as jperationalization afrganizationalocial misconduct.

3.1.1.1 Data collection and coding

| had direct experience with advertisingrsgiflation when | was a marketing manager@t M§
toughest meetings in the company were with the legal department to discuss (and negotiate) what
kinds of advertisingpmmunicationvould be considered appropriate by the standards of a given

C 0 u nt rrggdladory ®rgdnitation.

Then, duringhesecond year of my thesis (2010), | contacted the European Advertising
Standards Alliance (EASA), whichisthe-metag ani zati on t hat obrings t
seltregulatory organizations and organizations representing the advertisingnikduepg and
beyoBASA,( 2012). The EASA is o0the seguatphe aut hc
issues and promotes ethical standards in commercial communications by means of effective self
regul at i on & A Ed@sSsYarcOldridportant for its crossorder complaints
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system thasin operation since 1992, at the outset of the single European market. Tdwedzoss
complaints system helps dealing with advenisivgd in one European country, but carried in
media origirtang in another country (e.g. an Irish consumer who wants to complain about the
content of an advertising he or she saw on the television broadcasts fromNtfuedder, a
part of its missiorEASA also runs daducation Program, featuring the 3E $2A Ethics-
Education) Moduleyhichhas been an important source of information and inspiration for my
work. This module provides an innovative platform to promote and teach ethics and advertising
standards in the digital agatoroad range of targetgoups: from government representatives, to
advertising industry representatives, university students, professionals ansethlireside
enterprises etc.

In my dealings with the EASA, they weteeenely open, collaborative and transparent,
providingme a wealth of information about the history and foundations of advertising self
regulation, as well as regulatory differences between Europe and the rest of the world. In the
following year, | participated in two incredibly informative EASA meetingania ¥nd Warsaw
with its European members. | focused on relatively few countries to better understand whether the
regulatory context and the data available were appropriate for the scope of this dissertation,
conducting phone interviews with German, Dwod Swedish se#éfgulatory organizations,
among others. | also visitibe selfregulatory manizatiorn Italy (where | also attended-da®
course on ltalian sekgulation), Spain, France, and the UK. Following this experience, it became
clear tane that focusing on the UK context, specifically with regard to ASA activity, would be the
most appropriate avenue of analysis for this study.

Having visited ASA four times in the last three years (November 2010, July 2011, July 2012,
and March 2013)also found them incredibly collaborative and transparent. During our first

meeting, | interviewed managers from different departments, including multiple interviews with the

ASAb6s CEO. My main ASA contact, t habledobompl ai nt
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guestions and clarifications, and provided me with information about complaints. This information
included the date in which the complaint was received, when it was resolved, and the characteristics
of the complaint (topic, issue, industry, andiun®. However, data on the complainants were
anonymous: the ASA did not providewi t h t he compl ai nantds name,
personal information, for obvious confidentiality reasons.

In order to begin compiling my second data source (newapees), the ASA put me in
contact with their press agency, Mel t water . M
companies with online articles published on around 140,000 websites worldwide. | purchased a
report from Meltwater containingtak articles about the ASA published from October 2007 to
2010 (more than 30,000). They also provided me with the algorithm they used to search articles,
which | adapted to search for offline articles on LexisNexis and Factiva during my visiting period at
New York University. | contacted customer service for both databases to ensure the algorithm and
search criteria were appropriate to my objective. With the help of a programmer, | imported articles
found using LexisNexis and Factiva into Excel. Themuaiyaremoved repeat articles and false
positives. Finally, I ran a content analysis
service. Amazon Mechanical Turk is a crowdsourcing website that helps find workers that can
perform Human Intedce Tasks that is, tasks that are easy for a person to perform, but very
difficult for acomputer program to automate f e x ampl e, answering quest
the main company mentioned of the article? Does the journalist agree or disagree with S A0 s
decision? Does the article mention how many people complained to e ABAService helped

coding around 10,000 articles under many dimensions.

3.1.2 oCalciopoli, 6 the 2006 Italian soccer s
Chapter 4 relies on the uniqueness ofibiet ¢hat affected the Italian Serie A in 2006, an event
known agCalciopdbcalcimbeing Italian for soccer agabld the common Italian slang term for
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0scandal , 6 agatl eoGussdosEnflisbior scAnda)sBoeri and Severgnini (2D1
present a reliable and synthetic summary of the scandal

In May 2006 a major scandal was uncovered by Italian prosecutors after tapping
phone conversations in relation to an investigation on the use of doping at Juventus.
They found that the general rager of Juventus, Luciano Moggi, had exerted

pressure on referees, officials of the football federation and journalists, ahead of
crucial matches involving Juventus or rival teams. These contacts were finalized to rig
games by choosing referees favoralleventus and manipulating news on

televisions and newspapers against the referees not displaying a favorable attitude
toward the team of Modgi

Juventus won the 2@®56 Italian Championship, while A.C. Milan, Inter and Udinese
qualified for the Changns League, and Bologna, Brescia and Atalanta were relegated
to the Second Division...More importantly, they not only involve Juventus, but also
are mostly in favor of Juventus, as they condition the outcomes of the other matches
in favor of Juventus. Tlther teams involved in the scandal were A.C. Milan,
Fiorentina, Lazio, and Reggina. A.C. Milan was accused of having influenced the
assignment of linesmen for its match against Chievo Verona (April 2005); while Diego
Della Valle and Claudio Lotito, Fidiea owner and Lazio chairman respectively,

were accused of having used a method similar to Luciano Moggi in rigging matches
throughout referees' designation. The allegations against Reggina were also in the same
vein.

The official judiciary documentsyegggorted by national newspapers, suggest a variety

of methods had been used by referees to affect the outcome of a match. Sometimes a
strong player (e.g., Jankulowski in UddBeescia) was given a red card (which

means automatically missing the follguwiatch) without any serious reason during

the match just before the one in which he should have played against Juventus. In
other cases, the referee gave a penalty or neglected an offside thereby favoring one of
the two teams. In all of these cases, thplpene conversations certify direct contacts
between the managers involved in match rigging, the team of designatori [ the
administrators that assign the referees] and sometimes the referees themselves.
Tapped phone conversations also involved a numbermdlists in popular

television shows. Managers rigging matches were in their conversations threatening
the referees by saying they would destroy the referees' reputations by using their media
power if they do not comply with their requests.

Soccer ithe most followed sport in Italy, attracting an incredible amount of public and media

attention. In fact, Italy is one of the few countries in the world to have three daily sports
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publications (all of which mostly focus on sodCer)iere dello Sport,&@zetta dello Sport, and

Tuttosport Each newspaper and the majority of its readership are located in a different region in

Italy, causing segmentation in the sense that each paper devotes some of its reportage to local teams.
The day after a match, eaehms paper comments on refereesd mis
oOMoviola, 6 which is wusually written by an ass
subjectivity of refereesd decisionwrepojtandr nal i
how to evaluate them. Moreover, given that Calciopoli was mostly unexpected, articles on the

scandal can be used gsiashatural experiment to compare media evaluations before and after its

occurrence.

3.1.2.1 Data collection and coding

Data collection for ik project took place from 2006 to 2Garting when | was working on my
masterds degree. I n 2-0ehtned ltaliac sports daitietask or thein e t h r
articles on Moviolat that time, | only collected ddbr the 2002006 season. In 2009, |

contacted the editorial staff of each newspaper to request articles from all seasons between 2000
2001 and 2008010. Of the three publicatio@gzzetta dello Spdhe only one that has digital

copies of its isgs available as far back as-2000Q; they provided me with .rtf versions of every
Moviola for the entire requested date range. Giiteere dello Sidrhot have the same level of

digital availability, | was able to meet with their dedicated Maoieigas of the 208806

season), Antonello Capone, who, along with his predecessor, has maintained an archive of hard
copies dating back to the 2@@M1 season. | was allowed to copy all Moviola for the requested
date rangd.uttospontas the mosthallenging source of the three. As it has neither a digital nor

hard copy archive, | visited the city library of TBibliteca comunale di) Bowhmanually

duplicated all Moviola for the requested date range. | coded the articles with tlaerbsdaah
assistant.
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3.2 Essay 1: Vox PopuliVoxDeRe op | eds Co mpappaopriate Adverising u t
Essay 1 addresses the first researcivgppd peopleeact taorganizational social miscondoct
a greater or lesser de@raethe UK regulatoy contextThedecisios of ASAto ban an
advertisement providaneasure of social miscondutte humber of individual complaints lodged
is a way to measure the reaction of the people themsdivets not only can any person submit a
complaintput ds090% of complainants do so only once.

Essay 1 therefore investigatesmhg theevaluationsf ASAinfluencefuture complaints
lodged by individuals. Two mechanisms are proposed: the saliency of the event and the ambiguity of
the norm. The saliency of the ASAO6s decisions
number of future complaints: the greatére s al i ency of ASAds decisio
complaints people make. In contrast, the ambiguity of the norm is expected to moderate the way
people react to the specific type ASA decision. The ASA makes two types of decisions: it either
upholds the complaint and bans an advertisement, or it does not uphold the complaints and clears
the advertisement. These decisions regard two types of norms: some are less ambiguous (misleading
cases) and others are more ambiguous (offensive/heasdslEssy 1 predicts that, when an
advertisement is banned, the number of complaints inoi&seen norms are less ambiguous
(misleading cases) than when the norms are more ambiguous (offensive/harmful). To the contrary,
when the advertisementisaredthenumber of complaints should incrdasevhen the norms
are less ambiguous than when they are more ambiguousédaisse dhe fact that the
ambiguity of a norm leaves miatgudefor individual interpretation; when norms are more

ambiguous, isiexpected that public opinion will not align as uniformly with ASA decisions.

3.3 Essay 2What is the share price reactioto organizational social misconduct?
Essay 2 uses the same context as Essay 1, but focuses on investor reaction; s @ecfyedly,

the effect of ASA decisions on the affected ¢c
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methodology of Cumulative Abnormal Return (CAR), a common method to analyze financial
impact in organizational misconduct research. However, in this easrttextASA does not

directly fine organizatiomspst of theobserved negative effect on share price will owe to informal
sanctions provoked by ASA decisions. Presurieddyg informal sanctions are not the same for all
companies. Therefore, Essay 2dhefswer the second researchwjayp §re companies financially
penalized to a greater or lesser degréeeiosocial misconduct?) by understanding the conditions
that increase or decrease the degree to which companies are penalized for soc@! firtiseendu
mechanisms are proposed to increase these penalties: (1) the saliency of the event, which is
measured by the amount of media coverage the decision received; (2) the ambiguity of the norms:
when the norm is less ambiguous (misleading casesajehariske should decrease more than when
the norm is more ambiguous (offensive/harmful cases); (3) the localness of the company: investors

would penalize UK companies more heavily than foreign companies.

3.4 Essay 3: Scandals as social disturbancesantl r at egi ¢ opportunities:
evaluations after Calciopoli

Having an advertisement banned by the ASA can be consequentialatisdttbamumber of
individual complaints (Essay 1) and the share price (Essay 2). However, it can be considered a
olightdé type of soci al mi sconduct, in the sen
circumscribed by time and location. In contrast, scanel@snore severe type of social
misconduct that generates disruptive publicity. They are dramatic events that can have a more in
depth effect on society and its evolution.

With this in mind, Essay 3 | ookgandal,b, how ne:
specifically with regard to newspapersod eval u.
Refereesd decisions can be debatable and are

Essay 3 predicts t hat sathreefackons:dhp sociad haraeteriagticsioh t i o
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the referee (status and newness), the ambiguity of the norm enforced, and the identity of the team
(i.e.Jocal vsnontlocal). Essay 3 proposes a theory of scandals as social disthdiaoymes up
straegic opportunities. In particular, it is predicted that a scangabdvittea liability of status and
anadvantage afewness for referegkese effects are predicted to increase whearths n
enforced are more ambiguous as|deg more latitudedr audience interpretation. Finally, a
scandal is expected to affect disagreement among newspapers. As eachhasvespaper
respective local teams, each will judge ref@aduct differentlyMatchesnvolvinglocalteams
are predicted to generatere disagreement among newspapers. Essay 3 propoassahdal

i ncreases this disagreement by exacerbating n.

Figure 2 shows the detailed structure of the disserfdiedissertation consists of 5 chapters.

Chapter 1 is the introduction; Chapters 2, 3, and 4 develop each of the three essays; Chapter 5

concludes.
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Fiaure 2 d Sructure of the dissertation

CHAPTER 1:INTRODUCTION

RESEARCH GAP

Literature on socialvaluatioshas mainly analyzed the audieacelidate dyad, leaving underexplored the wa
evaluation of a main audience (e.g. a-soaiabl agent) influences the evaluation of another audience.

Literature on both legitimacy and organizational miscbhas studied behaviors that contravaines and
norms of societyout each approach has drawbacks. Therefore, the effects of organizational social miscg

unclear in current literature.

MAIN RESEARCH QUESTION

Why does an Audience Change its Evaluation following Organizational Social Misconduct?

CHAPTER 2:EssAYl CHAPTER 3:ESsAY2 CHAPTER 4:ESSAY3
AUDIENCE_(EVALUATION ) AUDIENCE (EVALUATION ) AUDIENCE (EVALUATION )
. e —
PeopleRPeopl eds) ¢ Investors (Shareipe) MediaNe ws paper s)d
RESEARCH QUESTION RESEARCH QUESTION RESEARCH QUESTION |
Why do people react to Why are companies financially
organizational social misconduct t{ | penalized to a greater or lesser | Why dothe mediahange
greater or lesser degree? degree fotheirsocial evaluationafter a scandal?

misconduct?

MAIN MECHANISMS MAIN MECHANISMS

MAIN MECHANISMS

- - - — - - |
1. Ambiguity of the norm 1. Ambiguity of the norm 1. Ambiguity of the norm
2. Saliency 2. Saliency 2. Localness

3. Localness of the company 3. Status of the actors evaluated

MAIN FINDINGS MAIN FINDINGS MAIN FINDINGS

.
People increase complaints on , . Scandad create social disturbanc
organizationsd JNyestors seem.not to financially

) . and strategic opportunity:
- . . penalize companies that mak LN
;él\i/(\algten social miscondiginore social misconduakhich do not a. It creates a liability of status for

. : : the actors evaluated
2. When the nor ma'r%’o"’@ qllr%cf flQetsi on i |s| bllténsreases the disagreement
ambiguous

among newspapers.

In case obrganizational social misconduct, the evaluation of a social control agent does influence the e
another audience, however this effect is not mechanical. Three primary moderators emerge from the thyree ess
ambiguity of the norm, saliencyhs event and localness of the transgressors. The ambiguity of the norm
attenuates the negative effect of social misconduct, while saliency increases it. In contrast, localness is|ambive
can either increase or attenuate it.

In summary, this dissatibn shows that social norms are better understood in draiadieork: candidade
socialcontrol agend another audience. Social norms are not set exogenously, but are endogenously created by
actions of the candidates and the evaluationdedggttwo audiences.




CHAPTER 2: ESSAY1

Vox PopuLl Vox DEI?

PEOPLE® COMPLAINTS ABOUTINAPPROPRIATEADVERTISING!

Previous research on social norms assumes normative convergence among different
audiences. However, some norms are open to niubijpda even conflictirig

interpretations. To address the unexplored questions of whether and how these

interpretations affeetu di encesd® evaluations and behavio
between the number of public complaints received byregssdftoryrganization

about companiesd advertis omaiaaicn and t he de:
depending on the types of infigd norm. Drawing from sociological and socio

cognitive research on norms, we argue that people complain more w#lén the

regulatory organizati¢a) banned an advertisement that violateestablished and

less ambiguoumrms, and (b) cleared an atisement that infringed norms that are

open to multiple divergent interpretations. We tested and empirically confirmed these
predictions by |l ooking at peopleds compl ai

UK advertisingelfregulatory organizati¢ASA).

1 This chapter was developed in collaboration with Gino Cattani and Rodolphe Durand
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1 INTRODUCTION

Sociological and organizational research has long been concerned with how social norms regulate

behavior. Norms are cultural phenomena that prescribe certain actions as appropriate and desirable,

while proscribing others through tise f sanctions (e.g., Becker, 1963; DiMaggio and Powell,

1983; Coleman, 1990; Dubois, 2003; Hetcher and Opp, 2005). Sanctions can take the form of

orewards for carrying out those actions regar.

actonsrgar ded as incorrecto (Coleman, 1990: 242).

norms help regulate behavior, norms that are subject to multiple, conflicting interpretations are

likely to engender ambiguity about what is socially appropria¢siesiolel (Becker, 1963; Hetcher

and Opp, 2005; Horne, 2005; Rao, Monin, Durand, 2005). Norms that have not been translated into

specific rules are difficult to apply in concrete situations since it is necessary to first sort out the

0Oambi gui t ineesiding Which rulesare ® be taken as the yardstick against which

behavior is measured and judged deviantdé (Bec!
We aim to uncover the consequences of norm interpretability in a context in which two

distinct but elated audiences materpret the same norms very differeistciological and

organizational reseatgpically assumes that audiences can discriminate between actions that are

appropriate and desirgla@d actions that are famplicitly assuming lack ambiguity about

which norms to apply, when, and how (e.g., Suchman, 1995; Zuckerman, 1999; Cattani et al., 2008;

Waguespack and Sorenson, 2011). Even the studies that look at multiple audiences (e.g., Lamin and

Zaheer, 2012; Pontikes, 2012) assumeablataudience uses its own norms, ignoring the possibility

that audiences differ in their evaluations, and that the evaluations of one audience may impact those

of anotherBuilding on sociological (e.g., Becker, 1963; DiMaggio and Powell, 1983; Zuckerman

1999; Hechter and Opp, 2005) and soogmitive (e.g., Sherif, 1936; Festinger, C&3dini,

Kallgren, and Reno, 1991; Kallgren, Reno, and CialdinDab613;, 2003) research on norms, we

arguethah cr i ti cal sour ce Iluatonsvsavhether hornes have beena udi enc
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translated into specific rules or instead are open to interpretation. In the former case, different
audiences are more likely to converge in their evaluations and, in the latter, to diverge. Accordingly,
we propose thahe type of norm is an important moderator of the influence that one audience
exerts on another.

To investigate these questions, we chose a
audiences of two kingseopleamely consumers and citizens (the focal audiencet})iedmhety
(selfegulatyyrganizatisupposed ttake actiomn behalf of people. We situated the analysis
within the context of the UK advertising industry. In an effort to promote keststandards of
advertising in the UK, firms sponsored the creation of the Advertising Standard Authority (ASA) to
ensure advertisingbds conformity to specific n
advertise their products or servicegtsgective consumers who then can voice their complaints
about firmsd advertisements to ASA. Upon rece:
infringement amisleadingharmful/offensMésleading advertisements misrepresent facts by, for
instance, promoting erroneous prices or deceptive promises, thus conveying information that is
presumed to violate norms that have been translated into specific rules (e.g., codes of commerce). In
contrast, harmful/offensive advertisements hurt local morie$s,b@i valuési.e., violate norms
for which rules are eithepr dmfedi(sB edikhensny 10M603:
all owi ng f or imdividudlang dften canflictirig,antepretations. After evaluating
each case, ASA kes a decision (adjudication) to ban or clear an advertisement.

We argue that the type of social norm that an advertisement is presumed to infringe is a key
determinant of the level of agreement or disagreement between people and ASA, and therefore of
pepl eds subsequent complaints to ASA. When bot
(i .e., ASA bans a firmdés advertisement), peop!
translated into specific ruielke in the case of misleadingeatisements. In this situation, ASA

fulfills its mission by protecting people against evident false promises and economic prejudice and
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stimulates people to be even more vocal aboutigfiakbd and condemned) misleading
advertisements. In contrast, wWAeeB A cl ears a firmds adverti semen
complained), we expect people to be more vocal about cases dealing with interpretable rather than
rulebased norms because of negative feelings about ASA not fulfilling its proeetine rol
mission

We utilized a unique dataset covering three year (A@)7hat included all the
complaints received by ASA (64,104 complaints) and alt tredashline articles about all
disclosed ASA decisions (19,176 articles). Our findings swpgompotheses: the interaction
between the type of ASA adjudications (ban vs. clear) and the type of violated norm (misleading vs.
har mful/ of fensive cases) determines the exten:
behavior. One major stigth of our study is that we can assume social norms remained relatively
stable during the thrgrear long period, which means broader societal level changes in values and
norms are |l ess |likely to have aff elan@d ASAOds
findings emphasize the importance of looking at the degree of interpretability of a norm and the
interplay between different audiences for research using a caodidates interface framework
and, more generally, for research on legitiBytyinging people to the fore, this paper also

speaks to research studying the links between society, organizations and firms.

2 THE CONTEXT: THE UK ADVERTISING REGULATION

In order to study social normsd people complaints, we focus on UK advert&ssig most

countries in the world, advertising in the UK is regulated by a legal (statutory) and a voluntary
system. The legal system is typically more developed for specific industries or topics of public
concern because they deal with health (egs, tishacco, food, drinks) or are the target of social
scrutiny (e.g., children, environment). The legal system consists of laws that preclude misinformation
and misrepresentation of facts (on price, intrinsic qualities, etc.). The voluntary systemfis a fo
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seltregulation in which firms create a code of conduct and fund an independent organization or
institution to enforce it (e.g., King and Lenox, 2000; Ostrom, 1990, 2000; Barnett and King, 2008;
Waguespack and Sorenson, 2011). The basic prinaghtertiing setegulation is to ensure that
any form of advertising or marketing communi c.
and decentd (Advertising and Marketing Commun
Back in 1937, the Internatio@ddamber of Commerce (ICC) issued the first advertising
code that, through subsequent updates, became
(Blue Book, 2010: 28). At that time, almost no countries had regulations to monitor advertising.
Gradudly, countries that were members of the 1€§ahb to introduce seégulatorgystems to
enforce national codes. In Europe, France was the precursor in thisCdfiea: dtls Controle des
Annoncéadvertising Control Office) was founded in 1935 andwhagquently transformed into
theBureau de Verification de la RAbNeitésing Verification Office) in 193 into theAutorité
de Régulation Professionnelle deilaZ0@dithé UK was the second European country to adopt a
selfregulation system. The resolution was made during the Advertising Association Conference held
in Brighton in 1961. The Advertising Standards Authority was given the task to create and supervise
the overall advertisingfsegulatiorsystem with theoflowinggoal
0The promotion and enforcement throughout th
of advertising in all media so as to ensuredop@&a@tion with all concerned that no
advertising contravenes or ovértisieghStedardsg ai nst t
Authority First Report 1964: 3).
The Advertising Standards Authority Limited was created on August 22, 1962 and held its inaugural
meeting on September 24 of the same year. Since then, UK advertisers voluntarily pay a 0.1% levy
on mos of their advertising investmeriis levy is collected by two independent organizakiens
Advertising Standards Board of FingA&A&BOF) and thBroadcast Advertising Standards Board
of FinancgBASBOF) for nonbroadcast and broadcast advertisspetivelyThese two

organizations are neede@msure the independency of ASA from the advertisers (ASA does not
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have visibility on which advertisers pay the levy and how much each adverf{idas pewg)s
descri bed as 0 anighaexed selhleresh Advestiseasipgy the levy lhecaase they
know they benefit greatly as a resul tTheLi kewi .
ASA and the ASBOF/BASBOR).

If advertising were not subject to-setfulation,ivoul d be Osubject to |
r e gul ahe ASAand th¢ ASBOF/BASBOE). Selfegulation can reduce the pressures and
the costs of the legal (statutory) system (King, Lenox, and Terlaak, 2005). As Mr. George Darling,
M.P., Minister of State @rhe) Board of Trade, expressed on December 1, 1964 in his speech on

OAdvertising and the Labour Government o:

ol think |l egislation that goes beyond misrep
objectively, would be quite difficult to frame; rather, slawbersome and expensive to
operate; and, in the end, probably not as ef

Advertising Standards Authority First Report 1964: 3).
In the ASA case, the adjudication process lasts from 10 to 85 wosk{{3¢ days on average for
complaints that require a formal investigatidfi)en the adjudication is published, the firm is
immediately asked to amend or withdraw the advertisement. The AQAIlsibn is
consequentialdecisions can result in a fiasing hundreds thousands up to millions of pounds
when an ad must be withdrawn or a campaign stopped (as was the casawsth Ldu ift t on & s |
see AppendiRi or t he | aunch of O6Heatd perfume). Thes
0.1% levy amauied to a collection of 6.7 million pounds in 2010, which advertisers paid at no cost
to taxpayers.

The ASA Chairman has the authority to appoint the board and the members of the ASA

Council, which adjudicates the most problematic cases. The ASA Qiayncareists of 12
members in addition to the Chairnfanr from the industry aneightindependent members. The

fourindustry members are chosen based on their expertise in the field of advertising and sit on the

2 Data fromthe ASA Annual Report 2011 asalié online atattp://www.asa.org.uk/News
resources/~/media/Files/ASA/Annual%20reports/AR%200NLINE_FINALZRL 2.ashx
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Council as individuals and not as spo&egnom the industry. Theghtindependent members are
selected for their ability to represent a wide-seas®n of society (e.g., charities, consumer groups,
young people). Among others, they include, or have included in the past, Nobel lausated, poe
directors of charitable organizations. Both the current and previous ASA Chairmen were Lords and
served in many governmental chairs (e.g., ministries or trading associations).

The history of ASA has been marked by its efforts to gain legitimagydiffecent
audiences whose interests are not always aligned: industry members, public opinion, and the state.
After 50 years, today ASA is a key legitimate actor in the UK advertising field and one of the most
successful examples of-setfulatory orgazations in the world. ASA has gained legitimacy within
the industry (advertisers voluntarily pay thetleough the ASBOF and BASB@Rd abide by
ASA decisions), public opinion (in the UK people make around 25,000 complaiital@oyear
50% of the tal complaints of all European countries combined), and the state. In 2004, ASA has
become theposhepd of all a-breadcast andsbroadgastc o mp | ai nf
advertising, i.e., including TV and radio.

ASA has a clear procedure on how to handle complaints. Anyone can submit a complaint,
and the online form for filling a complaint is simple and fast to complete. It includes five steps in
which the complainer is asked to attach or describe the advetitiseecdy where it was
displayed, and explain the reasons for the complantomplaint is then passed onto a
Complaints Executive, whose task is to classify it based on the type of norm Miskzalidy
Harmful/Offengivihe topic (e.gGhldrenEnvironmégnand a complexity category. Complaints range
from ONo Additional I nvestigationd6 cases, whi
to marketing communications t haliroadcdsteCampldm do n
Handling Procedures 2012: 4), to oStandard 1[I n
of the Code and are olikely to be of interest

ot her mar k e thmadsast Cdmpl&@m\HaNdiiRy ocedures, 2012: 4).
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l nvestigationsdé cases allow advertisers to r
evidence. They can provide ASA with studies, evidence, their point of view, and any other
information they believe supports thentdaof their advertisement. After responses are received,

the Investigation Executive, who is responsible for undertaking the Investigation (be it Formal or
Informal), drafts a recommendation about how to resolve the complaint. The complaint can be
either pheld- and the advertisemenbmsnnedr not upheld and the advertisementlsaredhis
recommendation is sent to the advertiser for final input and presented to the Council, which then
adjudicateSAdjudications are published every Wednesdayeapdsted on the ASA website

within 14 days of the decision. They receive significant coverage in all media types: national, local,

trade, consumer, offline, and online. Along with the direct cost related to coping with ASA

decisions, media visibilifyo ASA06s adjudications and subsequen

major sanction for companies whose advertisements do not conform to tiakle@shows
the breakdown of ASA decisions in 2009.

Table 3 - Breakdown of ASArBcedure for All Complaints Received in 2009

Complaints %
Total Received 28,929
Of which:
Not of substance and closed 21,558 75%
Minor substance, parties informed, change made withou 1,683 6%
Council decision, and closed
Major substance, partisormed, Council decision: 3,453 12%
complaint not upheld, and closed
Major substance, parties informed, Council decision: 2,052 7%
complaint upheld, ad amended or removed
Decisions on cases of major substance (19% of the 2009 complaints) aic publiSAe
every Wednesday.

3 Complainers or advertisers can appeal the decisions of the Council, including the decision not to investigate a
complaint, to an independent reviewerfwisoi mi | ar t o t fi & chasBmbased o8 histhierrepuaation

and status in theefd. For example, since Janda?P10, the independent reviehas beesir Hayden Phillips, who

hashada long career in the Civil Service, serving as senior member of the Home Office, European Commission, the
Cabinet Office and Treasure, aray, asChairman of the Digital Funding Partnershipobtain a reviewhe

requester must be able to denounce a substantial flaw in the decision process or produce additional relevant evidence.
The independent reviewer assesses whether the request is doefptabiiating an investigation and making a
recommendation to the ASA Council, which can decide whether to accept Apeads are infrequent (46 out of

2,7040f theAS A Counci | 8 s and38 out b 2,46irs205@)Nnd venOfé@nvEnd in reversed adjudications (4

in 2009 and only 1 in 2010).
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3 RESEARCH PROPOSITIONS
The degree to which people react to a firmds |
greatly based on the level of public attention it receives. Accordingly, our baseline hypothesis
concerns the relati onshi ipnshandthewnamberoftfiluee s al i enc
compl aints people wildl make to ASA about fir m
decisions are publicized, the more people are likely to complain. This behavior hinges on a
reinforcement mechanism rather than #duesen itself (ban or clear). The rationale is premised on
agenda et ting theoryds assumption that there i s
make available to the public and peopl eds age
Degphouse and Suchman, 2008). In one of the first studies of this kind, Davis (1952) found that the
i ncrease in peopleds estimate of the crime | e
reported in Colorado newspaper®t an actual increase in @&irn their study of the 1968 US
presidential political campaign, McCombs and Shaw compared the salience of issues in news content
with the publicds perceptions and concluded t
i ssues ared6 (1972: 176).

According to this vein of research, a deci s
The more frequently a topic is discussed, the more likely people are to perceive it as important
(McCombs and Shaw, 1972). Axsthrtughynediagepatts,or he a
people become more sensitive to firmsdéd advert,|
that people complain to ASA about advertisements in their immediate environment. Moreover,
salience of ASA decisions makesitipadication process more widely known and people more

aware that they need to complain before ASA c.

stimulates mimetic behavior: as they face the
advertisemest) people tend to Iimitate what others h
i nforms people about ASAOG6s influence and aut h,
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its removal or continuation. Even though the role of ASA isstdlished and legitimate among
advertising professionals, it has only limited resources to promote its activities to the public. In this
sense, ASA decisions®6 salience in media contr

mission, and authoyi Taken together, the previous arguments lead to the following hypothesis:

HypothesisTlh e mor e sali ent ASA®&6s decisions are,

ASA decisionsd® salience i s an voicetha@rcdnegemd Yeet er
the nature of these decisions matters as well
rather differently (Deephouse and Heugens, 2009). Based on different criteria, ASA can ban or clear
firmsd adver etha thentyperdf social Ndfms am adgeutisement is presumed to

infringe is key to explaining whether people will be more or less vocal when ASA releases its

deci sions. ASA categorizes peopleds complaint.
advertising code describes misleading as foll .
mi sl ead or bEK QodelofeNbraproadcast Adweertising, Galds Promotion and Direct

Marketingd 03 Misleadinglt then goes on to provide a dethiist of rules that specify what is

all owed and what is not all owed. For exampl e,
consumer by omitting materi al informationd or
distributing or submittingaawr ket i ng communi cation for publ i ca

documentary evidence to prove claims that consumers are likely to regard as objective and that are
capable of objective substantiation. 6eASA6s m
trust between people and firms. If ASA tolerated misleading advertisements, it essentially would be
concealing behavior that hurt peopleds econom
omi srepresentation of f actyfitstRepbiI®64A3Y falser t i si ng
promises, or erroneous price advantages is detrimental for both consumers and the advertising
industry in general.
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Mi sl eading advertisements can involve some
exagger at i odrlaimgthiapthe bivierage godsumeawho sees the marketing
communication is unlikely to take Iliterally a
(CAP Code 2010: 16). Although separating what
exaggeratiocan be delicate, compared to harmful/offensive cases, misleading cases are based on
well definedules. Whenever confusion arises in the interpretation of rules, bulletins and new
editions of the Code seek to elucidate these ambiguities. For exémediiestifive years of its
existence, ASA promulgated three editions of the Code in order to clarify its rules, mostly for
misleading cases. In contrast, harmful/offensive advertising falls under a different section of the
Code. Harmful/offensive cases ardged based on the following principle:
OMarketers should take account of the preva
which a marketing communication is likely to appear to minimize the risk of causing harm
or serious or (WeUWKeCsde ofdNamoadrdstfAdvartiseg) Sales
Promotion and Direct Marketing: 24).
The ASAG6s attempt to create guidelines that c.
offence are judged has not been without difficulties. The chaflesgessing harmful and
of fensive cases was evident sinc®yeardie beginni
operation:
oMatters of taste are always the most diffi
subjective, and judgment var@sading to the medium used, the timing of the
advertisement, individualandreadera ct i on and many ot her facto
Standards Authority Report Fourth Report: 21).
In the early 1970s, with the rise of a more permissive society, theohwmiefaints on taste
increased significantly. ASA did not uphold the complaints and clarified its position toward
complaints on taste and decency as follows:
0OThe Authorityé does not interpret its respo
entitling it to act as a censor of morals or as an arbiter of taste. Its role is rather one of
watching the general level of taste in each sector of advertising, in the interest of the public

and of advertising as a whole, in relation to what is currently reahitieg and
acceptableod (The Advertising Standards Autho
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ASA acts only when cases cause widespread harm or offence to the extent that it damages the entire
advertising field:
OWhere a form of adnwcanibring teeiwhale advertisigg industryinfol ust r
disrepute, it clearly becomes a major source of concern to the Authority. And that point is
reached when a majority of citizens come to regard any advertising as grossly offensive, whether
directyorbyinnmndo 6 ( The Advertising Standards Auth
Understanding when this opointod is reached of
ASA Council. However, because values about taste and decency change significaetlthever ti
definition of the oOprevailing standardsdé in s
open to interpretation. In some situations, companies can produce evidence (e.g., a poll,
experiments) to show that the majority of people doeldtdemed or offended by a particular
advertisement. Despite the option of running such tests, ASA Council evaluations for
harmful/ of fensive cases are based more on mem
norms than oroncreteevidence andifringement oWvelldefinedrules. (See Appendifor
illustrative examples.) This is in sharp contrast with the approach used for misleading cases, when an
advertisement is considered to violate norms based on specific rules that state withipeécision w
actions are approved and which are prohibited. For harmful/offensive cases, norms at stake cannot
be expressed in codified rules and remain at the level of moresforieajesording to Becker
(1963: 131), equival garetmetnd sowdg pe edred eqqerear a lh
deciding on courses of action in concrete sit:
Code 2010) that discusses categories, the descriptioMistebdirugtegory is seven pages long
with three title levels (section, subsections, and particular cases). The description of the
Harmful/Offenscategory is only one page long and offers a simple list of general overarching

principles (e.g., avoid offence, fear or distresspati#i behaviounsafe practices, and

encouragements to drink and drive). The previous distinction between misleading and
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har mful/of fensive cases is particularly impor:
on peopl eds subseque typeoknormpdlaton.nt s t o vary wit
Letds first consider trie. e.e,ciwhem ADADsanadj
deci sion aligns with a complaint. What is the
if the case is misleading rather than fodlioffensive? For misleading cases, when ASA decides to
ban a companyod6s advertisement, the mechani sms

First, a companyds misconduct is not only cha

(@}
Y~

ASA thus increasing the perceived illegitimacy afkhadvertisingonoverall The company
perceived misconduct is likely to produce negative externalities that spill over to other
advertisements (Tirole, 1996; Desai, 2011; Vergne, 2012), similaotindasésal accidents

(King and Lenox, 2000) or product recalls (Zavyalova et al., 2012). Sectaadsois®ns signal
ASAds propensity to recognize peopleds compl a

complaining and reinforce themetic pressures to follow previous complainers. Finally, misleading

cases involve a |l oss in customersd welfare. A
i ntervi ew, March 13, 2013), oObanning adverti s:
enties ot her potentially fooled customers to fil

decrees that firms made use of misleading advertisements people are likely to complain even more.
Different considerations apply for ASA ban decisions in haoffdulive cases. People
will complain less than average because there is less shared consensus among them about whether
the violation of a specific norm has the potential to cause harm or offence (e.g., what is decent or
obscene). Although ban decisiodscate agreement between complainants and ASA, people are
unlikely to uniformly consider a given advertisement harmful or offensive. Reference to abstract
overarching principles that embody societyds
welldefinedudgment criterion is available to discriminate between what is normal or acceptable

and what is not (Becker, 1963), or to opercei:’
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(Dubois, 2003: 4). As a result, when banning harmful/o#eatbrertisements, ASA will receive
less univocal support from people. Therefore, compared to ban decisions in misleading cases,
people will voice less strongly to ASA harmful/offensive ban decisions. Accordingly, we

hypothesize:

HypothesisSaliencyAAband eci si ons wi |l |l trigger more sub.
cases than for harmful/offensive cases.
Let 6d scldaie @i sioons, cases in which ASA diverges
Saliency of cleared misleading cases provides little additional information to people and potential
complainants about norms, their infringement, and their application (Mishina et al., 2012). As a
result, we do not expect a significant reinforcement ifl#tienship between salience and
future complaints for these cases. In contrast, for harmful/offensive cases, the ASA Council is
charged with the task of evalwuating the point
advertising as grossly offeasiv whet her directly or by innuendo
based on a set of specific rules nor on hard facts, butioditigtualevaluations of ASA
members who decide where to put the oOyardstic|
Inevitably, his process leaves room for interpretation (Dubois, 2003; Fine, 2005; Hetchter and
Opp, 2005) and is likely to disappoint or irritate members of the public who would like ASA to
strictly defend their mores and values. As decisions to clear harmfuléoffesss/become
more salient, the publicbds attention increase:
ASAO0s decisions on whether to punish perceive:
cases may therefore trigger negative feelings peomig and foster new complaints (Vohs,
2001; Rozin and Royzman, 2001). Through increased complaints, people signal to ASA that
certain topics have growing relevance in society, and indicate their hope that ASA will lower its

yardstick on what is consigi@iacceptable. Accordingly, when ASA decides to clear an
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advertisement, we hypothesize the number of complaints will increase more for

harmful/offensive than for misleading cases:

HypothesisSaliency of A8kardecisions will trigger more subsequent complaints for harmful/offensiv

cases than for misleading cases.

4 METHOD

4.1Sample and Data Collection

Our main variables are peopleds complaints to
number & media reports (articles) on ASA decisions. Information about complaints was provided

by ASA. During the study period (2@070), the f1Edition of the British Code of Advertising

Practice (CAP) was used. Th&Bdition was released on September, 2@i6h marks the end of

our analysis. Most of the complaints that ASA receives are submitted via the online form and
automatically transmitted to the ASA internal software. The received date is the one on which the
complainant completed the form. In a éases (less than 10%), ASA receives complaints through

other channels (e.g., fax, phone, mail) and its staff uploads them manually to the same software.
ASA provided us with daily information about all complaints for the focal period. For each
complaintyve have information about the type of norm violation, the topic, the industry, the

product category, the media type, the complexity, the exact date on which the complaint was
received, and the type and date of its resolbiitevever, data on the complaitsawere
anonymous: the ASAdidnotprovidevi t h t he compl ainantds name, i
personal information, for obvious confidentiality reaBegle can complain on behalf of an

organization (feprofit or nonprofit) as long as they confirm that the organization agrees to be

named. However, since the motivation of an organization to complain can differ from that of an

individual, we excludedgpa ni zati ons® complaints from the sa
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our results because they amounted to only 4% of the total complaints received by ASA during the
study period.

The number of complaints by advertisement is highly skewed: 92%tisbauets
received only 1 complaint, 7.5% of the advertisements between 2 and 25 complaints, and only
0.5% 216 advertisemefitsnore than 25 complaints. However, these 216 advertisements were
responsible for 30% of total complaints. They attracted consideealn and public attention and
covered sensitive issues (e.g., religion, homosexuality, or animal protection). Therefore, we
considered them special cases and decided to exclude them from our sample. Although not reported
here, the resuliswhich are ailable from the authors upon reqdeste qualitatively similar
whether we include or exclude these cases. It is worth noting that even one complaint is sufficient to
start the whole process leading to ASA adjudications.

We collected articles about Ag&isions through LexisNexis and Factiva databases
(printed and broadcast news), and Meltivéke8 A0 s medi a agency (online
were available from October 2007, our focal period runs from October 2007 to August 2010 (up
until the introdiction of the 12Edition of the British CAP), for a total of 1,030 tiayd39,487
decisions. Previous studies using media articles have mainly focused on the use of newspapers, giver
their prominence in society. However, in our focal period, onlireegu#dis were an increasingly
critical source of information for people. Since online and offline media do not always overlap, we
tried to make our media selection as comprehensive as possible. Specifically, we included printed
and online newspapers, latoast news, consumer and trade magazines, and national and regional
outlets. As a result, we covered almost the total universe of articles that mentioned ASA in the UK
during the study period. We took several steps to ensure the reliability of tHisalata. ¢orst,

we contacted Meltwater, the media reporting agency of ASA, which monitors 140,000 websites,

4We have data from Octol#12007 to Augus31,201@i a total of 1,058 days. However, we B&8¢kays of missing

data distributed as folloviishecause we uba lag value for saof our independent variab@8b e c ause ASAd s
internal software did not work during the fistveekends (Saturdays and Sunddejause the software did not
recordacomplaint on JanuaryZ2008.
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most of them in the UK and other English speaking countries. Meltwater was able to trace media
articles back to October 2007, the starting dater study. These articles then were cleaned by
eliminating double counting of the same news on the same website (sometimes the same webpage
had two URLS). Meltwater provided us with the algorithm used to search media articles about ASA.
This algorithm inakdes different labels used to identify ASA as reported in the news, such as
OAdvertising Standard(s) Authority, o6 O0OAdvert:i
Standard(s) As scheckedthesedabelsdvith\WSA. The sedohdestep waptto ad
the same Meltwater algorithm to extract data from Factiva and LexisNexis. Factiva and LexisNexis
are leading companies in media analysis and often used in academic research (e.g., Pollock and
Rindova, 2003). Unlike other studies, we relied on bdiaskgand creshecked the results. The
two databases cover the same major UK media outlets, but can differ for less important outlets that
were still important to our study, such as those with only regional readership. While the two
databases overlapged most of the articles, 20% of the articles in LexisNexis were not in Factiva.

Overall, we collected 19,176 articles (25% offline and 75% online).

4.2Dependent Variable

Our dependent variabReople Complamésasures the number of complaints peoptke to ASA

on a specific topic during 1 of the 1,030 days of our study period. We divided complaints into the
four most representat iswd ttiomi ad h.e oAgao r(dvicrCep mbaes
people are more likely to file a complaint topia when they have read an article on the same
topic, so it is important to controtl for a to
categories. Subat egori es are not fixed but change as
advertising is@namic domain and what society considers appropriate and desirable evolves over
time. However, in agreement with ASA, we identified the following four stable macro topics:

children, human dignity, product claim, and others. Therefore, we had 4 otsperadiagy 1 for
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each topic during 1,030 daysa total of 4,120 observations. In total we analyzed 64,104

complaints. We logged the dependent variable because it is skewed to the right.

4.3Independent Variables

We created the variables of theoretitatlast using media articles, which we grouped into specific
categories to test our hypotheses. First, we distinguished between articles whose primary focus was
ASA Specifiand articles that referred to ASA only inciden@eiyefpand therefore conteed

separate news content to which people could react. We classified arSpeicilicASA was

mentioned either in the title or within the first three paragraphs. Otherwise, we classified the article
asGenerahrticles classified 8pecificele further distinguished between (1) articles centered on

ASA decisionASA Adjudicationsnd published primarily on Wednesday and Thursday (ASA

publishes formal adjudications on Wednesday); and (2) articles that covered other news concerning
ASAASAOttejiie. g., an executive | eaving or staying,
withdrew an advertisement against which complaints were filed. These articles covered news not
directly linked to the ASA formal adjudications. Finally, articdejumeationsere divided
betweerBanandClegrandMisleadirmpndHarmful/Offensigeticles classified Bancovered

adjudications that upheld the complaints and banned the advertisements, while those classified as
Cleareferred to adjudications thatdi®t uphol d the complaints, thu
advertisements. The categdviedeadirmpdHarmful/Offensa@mprise articles that referred to the

type of norms and rules companiesd advertisem
two categorieBanvs.CleaandMisleadirvg. Harmful/Offengiage different partitioning of the
overallAdjudicationgticles. The interaction of these two categories led to feynosipigi Ban
MisleadinBarHarmful/Offensi@GeaiMisleadingndCleatHarmful/Offengiverith which we tested

Hypotheses 2 and 3.
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Because individual sd ability to focus thei
the effect of media articles on the attitude of people to complain diminishes withgimeai$
that people are most sensitive to the articles published the same day or the day before. Therefore,
for People Complairgasured on dalfor a given topic, our independent variables (i.e.,
Adjudicatigrigan ClearMisleadingarm/Offencad their interactions) measure the cumulative
number of articles on the same topit(ae., the same day) aHd(i.e., the day before). We also
logged the number of articles because they were skewed to the right. We increased both variables by
1 unit kefore applying the log transformation to retain observations with value 0. For example, the
topic Childrereceived 20 complaints on October 20, 2007, and 10 adjudications articles were
published that same day and 5 the day before. For October 20, r2f3emdent variabReople
Complaintgas computed as log(20+1) for the children topic adijbdicatiomariable as

log(10+5+1).

4.4Control Variables

Our analysis includes several control variables to rule out alternative explanationslfer the resu

First, we use8pecific/Otreer t i cl es to control for ASAOds visiltl
media is likely to stimulate more complaints because people become aware of the existence of an
organizatiofASA) to which they can compldin@aut compani es® advertisem
Generalrti cles as a proxy for the |l evel of adver:
only incidentally are likely to be articles that question advertising in general and, in sdeloing, furt
stimul at e p e Spedfieg@rerd@enenxprialdes ard calculated like the other

independent variables: they are the log of the sum of articledatdthy, Third, the
characteristics of the campaniésenceopeeg!| eds.
Some companies get more attention than others. We thus looked at the two following

characteristics: ownership and geographic scope. With respect to ownership, we distinguished
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between public and privately owned compaiiegxpected public companies to receive more
attention and hence more complaftf ublis the percentage of articles that refer to companies
(or their subsidiaries) listed in a stock exchange market. As to geographic scope, we distinguished
between nainal (UK based) and international companies. International companies are more likely
to be under greater public scrutiny and thus the target of more complaints. For this reason, we
expected the percentage of articles that refer to international co@®parEsationsd have a
positive effect oReople Complaints

For the first 13 weeks of the study period, ASA did not accept complaints during the
weekend: people had to wait until Monday to file a complaint. We thus created a dummy that is
equal to Wvhen complaints were filed Miondagnd O otherwis@here were also two
advertisements that caused a public outcry and intense media coverage. The first was an
advertisement in which Heinz used a gay couple to advertise its products; more than 200 people
complained, and Heinz decided to withdraw it. Teadedvertisement was an atheist campaign
that invited people to o0stop worrying and enj
advertisement generated 392 complaints and the reaction of a Christian political party that
responded withanadver s e ment t hat c| ai mfeahadvdrtiseenentthat s de f i
generated 1,205 complaints. ASA did not adjudicate either of these cases: Heinz voluntarily
withdrew its advertisement and the second was considered outside the realm of ASAa¥es both
created a lot of buzz around ASA. We thus created two dummies that are equal to 1 when media
articles covered both advertisements, 0 otherwise. Finally, weYesaatetQuartedummies to

control for temporal effects.

4.5Model
Our data sdtas a panel structure that is usually represented by a matrix N x D. In our case, N
represents the number of topics and D the day; thus the matrix is 4 x 1,030.
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People Complamts}+ R,Articleg,. 4y + 3,Control Variabtes,

where i is theopic (from 1 to 4); d is the day (from 1 to 1,038)ple Complaistthe log of the

number of complaints received on topic i on dAytidlesy, ;IS the log of the sum of the

number of articles on topic i on day d and the previous-tlpyjd the topic specific constant

ternfi i.e., the unobservable for the tapand(),is the disturbance term. While a ranédiects
specification assumes that unobserved variables are uncorrelated with the other explanatory
variables in the model, the fixaftects specification allows them to be correlated. As we cannot
exclude correlatns between regressors and the random error terms, and since we observed the full

population of cases (and not a sample of it), we opted for-effectd model.

5 RESULTS
Table 4oresents the descriptive statistics and the correlation valuearevpeterally lowWe
checked all models for the existence of multicollinearity by computing the variance inflation factors

(VIFs) and found VIFs to be below the recommended threshold of 10 (all values are less than 3).

Table 4 § Descriptive Statistics and Correlation Values

Variable Mean S.D. 1 2 3 4 5 6

1. People Complaints 2.36 0.76

2. Adjudications (d + {t)) 1.04 120 0.35

3. Ban (d + (b)) 0.88 1.15 0.35 0.92

4. Clear (d + d)) 028 065 0.14 052 0.20

5. Misleading (d + (1) 068 1.06 045 0.77 078 0.28

6. Harmful/Offensive (d + )) 050 092 0.05 064 051 051 0.08

7. Band Misleading (d + (d)) 062 1.03 044 0.75 081 0.18 0.98 0.08
8. Clead Misleading (d + (d)) 0.12 040 0.22 038 025 060 0.48 0.07
9. Barmd Harmful/Offensive (d+(ell)) 035 081 0.04 055 060 0.12 0.09 0.85
10. Clead Harmful/Offensive (d+(el)) 0.18 056 0.04 039 0.08 0.83 0.04 0.60
11. Specifid Other (d + (d1)) 148 102 0.11 022 0.18 0.17 0.13 0.18
12. General (d + {)) 217 071 016 032 029 0.17 0.23 0.21
13. % International (d +{1)) 027 042 025 056 052 0.26 040 0.37
14. % Public (d + ¢d)) 020 037 021 049 045 025 041 0.24
15. Heinz Kiss 0.04 0.19 0.06 0.02 0.01 0.01 o0.01 0.00
16. Atheist ad 0.07 025 0.04 0.09 010 0.00 o0.07 0.08
17. Monday 0.15 035 0.13 -022 -019 -0.13 -0.15 -0.16
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Variable 7 8 9 10 11 12 13 14 15 16
8. Clead Misleading (d+ (d)) 0.3

9. Bam Harmful/Offensive (d+(ell)) 0.00 0.0

10. Clead Harmful/Offensive (d+(el)) 0.0. 0.1 0.1

11. Specifié Other (d+ (d1)) 0.1 0.1 0.1. O0.1

12. General (d+ {dl)) 0.2 0.1. 0.1* 0.1 0.3

13. % Internationa(d + (d-1)) 0.3 0.20 0.3 0.1' 0.1' 0.1

14. % Public (d + (d)) 0.3 0.2 0.2 0.2 0.1 0.1 o0.7

15. Heinz Kiss 0.0 -0.0. -0.00 0.0: 0.00 0.00 0.0. 0.0

16. Atheist ad 0.0 0.0 0.00 0.00 0.2! 0.00 0.00 0.00 0.0

17. Monday -0.1. -0.0¢ -0.12. -0.1. -0.1. -0.1¢ -0.0' -0.0¢ 0.0' -0.0.

Table5 reports the results of our regression models. Model 1 is the baseline model, which includes
only the control wvariables. Model 2 tests the
adjudications. Model 3 discriminates between articles thatrep&t8 A6 s deci si ons to
compani esd advertising. Model 4 distinguishes
Model 5 is the full model that includes the 4 subgrBapkl(sleadinBanrHarmful/Offensi@ear
MisleadingndCleatHarmful/Offengiaad represents the interaction between the type of ASA

decisions and the type of noriable6 presents the test for the coefficients of the regression in

Models 3, 4, and 5, respectively. It provides a test for Hypothesesr2spetvely.he baseline

model (Model 1) reports the coefficient estimates SpehafiOthe(3=0.064p<0.00} and
Genergl=0.157p<0.00} v ari abl es that positively affect
As expected,efmerdea mdes tgenAk3IAmlfavored more peopl
ASAds visibility and awavoreagensny andthevarial$e e xi st en.
Internationale positive and significant (3=0.38®.001land 3=0.165<0.001respectively). T

indicates that a greater number of complaints were submitted after the weekend and the greater the
percentage of international firms mentioned i
complaints. In contrast, public firms do not seem getrigore future complaints than private

firms do. The other two dummiesieinz Kiss athdAtheist dd refer to two advertisements that
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attracted wide media attention on ASA. The media buzz around these two advertisements did not
create a significant haléeet on the number of complaints ASA received on other commercials.
Some of th&earandQuartensariables were significant, suggesting the presence of temporal effects
in peopleds attitude to compl ain.

Model 2 shows the results for the first hypotfases, more media reports about ASA
adjudications wi l |l i ncrease the nAdnodiatonsof peo
variable is positive and highly significant (3=Q&900). Specifically, a 1% increase in the
number of articles oidjudicationsn c r eased peopl eds future compl a

Model 3 estimates the main effect of media
of complaints without controlling for the type of norm violation. Coefficients faBéahdCler
decisions are positive and significant. While the coeffidgar{B8F0.077p<0.00}) is greater than
the coefficient fo€Cleaf3=0.064p<0.00}), Row 1 inTable6 shows that the difference is not
statistically significaq<(0.442.

Model 4 assesses the effect of the type of norms without controlling for the type of decision
made by ASA. As in Model 3, the two coefficients are positive and significant. However, in this case,
the coefficient for the varialNgsleadir{§=0.095p<0.0Q@) is almost twice the size of the variable
Harmful/Offens{{%=0.047p<0.00). Row 2 inTable6 shows that the difference is statistically
significant{<0.0). Figure 3llustrates this result graphically, confirming that articMsleading
casebave a consistently greater impact than artickaroriul/Offensoases on the number of
peopleds future complaints.

Model 5 introduces all four soategories of articles and provides the coefficients for testing
Hypotheses 2 and 3. For HypotheBisaficles oMisleadirggses have a greater effect than articles
on Harmful/Offensoases for ASA ban decisidribe coefficients of thBarMisleadir{§=0.089,

p<0.00) andBarHarmful/Offens{{3=0.031p<0.0) variables are both positive and Stzist
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significant. Row 3 of Tal@erovides the statistical test of their difference. The difference is

statistically different, (p<0.001) supporting Hypothesis 2.

CHAPTERZ2

Table 5 d Fixed Effects Models Predictions the Numb& efo pl ef&s Fut ur e
Variable Model1 Model2 Model3 Model4 Model5
Hypothesis 1
Adjudications (d + [d]) 0.094\ A .

(0.010)
Ban (d + [d1]) 0.07AA.
(0.010)
Clear (d + [dl]) 0.064 A .
(0.014)
Misleading (d {d-1]) 0.098 A .
(0.011)
Harmful/Offensive (d + [ell]) 0.04RA.
(0.011)
Hypothesis 2
Band Misleading (d + [d]) 0.084\ A.
(0.011)
Band Harmful/Offensive (d + [€l]) 0.03R A
(0.012)
Hypothesis 3
Cleard Misleading (d + [d]) 0.04&\
(0.023)
Cleard Harmful/Offensive (d + [€l]) 0.054 A .
(0.016)
Specific/Other (d + [el]) 0.06A A. 0058 A. 005AA. 0058 A. 0054 A.
(0.010)  (0.010)  (0.010)  (0.010)  (0.010)
General (d + [d]) 0.15AA. 0124 A. 0124 A, 0124 A. 0138 A.
(0.013)  (0.014)  (0.014)  (0.014)  (0.014)
% International (d + d]) 0168 A. 008RAA 000dA o0108A. 011AA.
(0.027)  (0.028)  (0.028)  (0.028)  (0.028)
% Public (d + [eL]) 0011  -0.053  -0.050 -0.054  -0.052
(0.030)  (0.030)  (0.030)  (0.030)  (0.030)
Heinz Kiss ad Dummy 0.075 0.076 0.079 0.078 0.076
(0.047)  (0.047)  (0.047)  (0.047)  (0.047)
Atheist ad Dummy 0.064 0.057 0.055 0.049 0.050
(0.038)  (0.037) (0.037) (0.037)  (0.037)
Monday 0380 A. 0428 A. 0428 A, 042AA. 042AA
(0.025)  (0.025)  (0.025)  (0.025)  (0.025)
Constant 1.978% A, 1998 A. 2008 A. 1.99AA. 1908 A.
(0.039)  (0.039)  (0.039)  (0.039)  (0.039)
Observations 4,120 4,120 4,120 4,120 4,120
Number of groups (Topic) 4 4 4 4 4
Adj. R-squared 0.131 0.150 0.149 0.151 0.151

Compl a

Ap<0.05;A |§<0.01;A 49&.0016 Standard errors are in parentheses. Models include year, quarter, and topic

fixed-effects.
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Table 6 6 F-test for the Differences between the Coefficienkdantels 3, 4 and 5

Variable Model 3 | Model 4 | Model 5
Ban > Clear p=0.442
Misleading > Harmful/Offensive p<0.01
H2: Band Misleading > Baé Harmful/Offensive p<0.001
H3: Clea® Harmful/Offensive > Clead Misleading p=0.706

Hypothesis 3 states that articleslamrmful/Offensoases have a greater effect on future complaints

than articles oNisleadirmigises when ASA does not uphold the Cdsarecision). The

coefficients of th€leaHarmful/Offens{{.=0.059p<0.00) andCleaiMisleadir{§=0.048p<0.09

are positive and statistically significant. Row dbdé6, however, shows that the difference

between the two coefficients is positive but not statistically significant (p=0.706). Hypothesis 3,
therefore, isnly partly spported. Figurd shows graphically the difference in the coefficients of
thefoursugr oups. Taken together, these results su
appropriateness of companies® advertising are
an extenal organizatioghthe ASA. More importantly, this influence is moderated by the type of
norm. The number of complaints foll owing ASAQJ.
when social norms are wedtablishedMisleadipthan when norms aopen to interpretation
(Harmful/Offengividowever, when ASA decides to clear an advertisement, the number of

complaints increases more norms are netleflled and therefore no specific rules can be relied

upon to evaluate cHampulOffenglve 6 adverti sements (
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Figure 3 - Marginal Effects d¥lisleadiramdHarmful/Offensiwicles on the Number of Future
Complaints
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The two coefficients are statistically differentlgaiet).

Figure 4 - Marginal Effects dadMisleadinGleaMisleadinBanHarmful/OffensiemdClear
Harmful/Offensarticles on the Number of Future Complaints
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All coefficients are statistically significant at different levelafded. Band Misleadingteepest
line) is significantly different froBand Harmful/Offensifflattest line)Cleat Harmful/Offensige
steeper tharClea® Misleadindput the two are not statistically significant. Tabée 6 for the
statistical values.
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5.1RobustnessChecks
We conducted several additional analyses to probe the robustness of our results with alternative
model specifications and measurement issues. First, previous literature has
mostly focused on the impact of offline (Deephouse, 1996; Pollock ané R2068; Vergne,
2012) versus online media outlets. ResUl&bla7 compare the effect of offline (Models 6 and 7)
versus online (Models 8 and 9) outlets. The results are qualitatively similar to those Teypbeted in
5, though the coefficient of thariables of theoretical interest are more significantlifogboth
Hypotheses 1 and 2 are supported) thaoffloréonly Hypothesis 2 is supported) media, thus
suggesting that previous studi esd irae sounl tpse onpa ye
behavior. Second, we treated our dependent variable as a count variable and estimated a negative
binomial model controlin g f o r -difécts prabtB)0The resxlte are qualitatively similar to
those reported before.

Table9 reportsthe results for the full modetestimated separately for each of the four
main topicsGhildreiHuman Dignjtyroduction ClaamdOthex Coefficients now vary in
significance depending on the topics but continue to exhibit the same basidpattechlaisn
the topic for which norms are more clearly defined and hence easier to enforce; in fact, assessing
what is considered misleading on a claim is easier to prove than what is misleading for topics
concerning children or human dignity subj€aiasistent with our previous results, we found the
Product Claiopic fosters more complaints BanMisleadirogse® when ASA adjudicates that a
complaint is substantiated, people feel encouraged to complain even more. In contrast, cases dealing
with Human Dignity Childretopics are inherently mgrersonaand the corresponding norms
more open to interpretation. As a result, whe
people are more likely to réatihe coefficient o€leaiHarmful/Offeives positive and significant

for both topics.

64



CHAPTERZ2

Finally, we tested whether our models are sensitive to the type of companies involved. This
test is important because different adjudications involving different types of firms could receive
greatermed@over age and therefore more strongly inf
split our sample into two distinct subsamples, one for international and the other for domestic
companies. The results, which are reporféahilel0, are qualitativelynsilar to the main results:

Hypothesis 1 and Hypothesis 2 are supported for both international and domestic coatganies.
11reports the test for the difference between the coefficienidislaading, Ban

Harmful/Offensive, Cleavlisleading and Clediarmful/Offensive among the models.
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Table7-Of fl i ne and Online Media Effects on
Model 6: Model 7: | Model 8: Model 9:
Variable Only offline Only offline| Only online Only online
outlets outlets outlets outlets
Hypothesis 1
Adjudications (d + [d]) 0.076 0. 08¢
(0.015) (0.011)
Hypothesis 2
Band Misleading (d + fd]) 0. 08/ 0. 08¢
(0.018) (0.012)
Bano Harm/Offence (d + [d1]) 0.036 0.083
(0.021) (0.013)
Hypothesis 3
Cleard Misleading (d + [d]) 0.033 0.046
(0.046) (0.025)
Cleard Harm/Offence (d + [dl]) 0.055 0. 05¢
(0.032) (0.018)
Specific/Other (d + [€l]) 0.062 0.064 0.04¢ 0.05¢C
(0.014) (0.014) (0.010) (0.010)
General (d + [d]) 0.060 0.060¢0.15° 0.15¢
(0.015) (0.015) (0.013) (0.013)
% International (d + [d]) 0.167 0.176¢ 0.12 0.1414
(0.044) (0.044) (0.039) (0.039)
% Public (d + [€l]) 0.077 0.072 -0.039 -0.049
(0.048) (0.048) (0.042) (0.042)
Heinz Kiss ad Dummy 0.142z 0. 14 0.083 0.085
(0.048) (0.048) (0.047) (0.047)
Atheist ad Dummy 0.09« 0.09 0.066 0.063
(0.038) (0.038) (0.037) (0.037)
Monday 0.379 0.379 0.42¢ 0.42¢
(0.026) (0.026) (0.025) (0.025)
Constant 2.270 2.273 2.03¢ 2.04¢
(0.035) (0.035) (0.035) (0.035)
Observations 4,120 4,120 4,120 4,120
Number of Topics 4 4 4 4
R-squared 0.107 0.108 0.169 0.170
Adj. Rsquared 0.103 0.103 0.165 0.166

/3~|o<0.05;A y§\<0.01;A 1}9«@0.0016 Standard errors are in parentheses. Models include year, quarter,

and topic fixegbffects. This compares the effeatrdingersusfflinarticles.
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Table 8 - Negative Binomial Fixegffects Model

Variable Model 10 Model 11 Model 12 Model 13 Model 14

Hypothesis 1

Adjudications (d + [d]) 0.08!
(0.008)
Ban (d + [d1]) 0.07:
(0.008)
Clear (d + [€l]) 0. 05!
(0.011)
Misleading (d + [d]) 0. 08¢
(0.008)
Harm/Offence (d + [d1]) 0. 04"
(0.009)
Hypothesis 2
Band Misleading (d + [d]) 0. 07«
(0.009)
Bano Harmful/Offensive (d + [€ll]) 0.03
(0.010)
Hypothesis 3
Cleard Misleading (d + [d]) 0. 04
(0.017)
Cleard Harmful/Offensive (d + [l]) 0. 05
(0.013)
Specific/Other (d + [dL]) 0.06¢t 0.05¢0.05¢0.06(00.06I
(0.008) (0.008) (0.008) (0.008) (0.008)
General (d + [d]) 0.14: 0.11C0.12: 0.2121: 0.11:
(0.012) (0.012) (0.012) (0.012) (0.012)
% International (d + Fd]) 0.15: 0.07 0.08¢ 0.09¢ 0. 10
(0.023) (0.024) (0.023) (0.023) (0.023)
% Public (d + [el]) -0.006 -0.041 -0.038 -0.039 -0.037
(0.025) (0.024) (0.024) (0.025) (0.025)
Heinz Kiss ad Dummy 0.020 0.025 0.027 0.027 0.025
(0.038) (0.038) (0.038) (0.038) (0.038)
Atheist ad Dummy 0.047 0.037 0.034 0.030 0.030
(0.032) (0.031) (0.031) (0.031) (0.031)
Monday 0.37Y0.41¢ 0.41« 0.41« 0. 41:
(0.020) (0.020) (0.020) (0.020) (0.020)
Constant 1.30¢1.36¢1.36¢1.36{ 1. 36¢
(0.048) (0.049) (0.049) (0.049) (0.049)
Observations 4,120 4,120 4,120 4,120 4,120
Number of Topics 4 4 4 4 4

Ap<0.05;A y§<0.01;/3~ 1}9&.0016 Standard errors are in parentheses. Models include year, quarter,
and topic fixeebffects. The dependent variable is not logged.
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Table9-Predi cting the Number of Peopleds Future
Model 5: | Model5.a: Model 5.b: Model 5.c: Model 5.d:
Variable Fixedeffectsy Only  Only Human Only Only Other
by topic Children Dignity Product Topic
Topic Topic Claim Topic
Band Misleading (d + [d]) 0. 089 0.061 0.034 0.09¢ 0.04¢
(0.0112) (0.048) (0.057) (0.019) (0.018)
Bano Harm/Offence (d + [d1]) 0.031 0.08 0.024 0.000 0. 06:
(0.012) (0.027) (0.020) (0.050) (0.021)
Cleard Misleading (d + [d]) 0.04% 0124 -0.188 0.043 0.061
(0.023) (0.117) (0.215) (0.036) (0.033)
Cleard Harm/Offence (d + [d1]) 0.059 0.06 0.103 -0.041 0. 05"
(0.016) (0.032) (0.030) (0.127) (0.026)
Specific/Other (d + [dL]) 0.058 0.05 0.04¢ 0.06C 0.0628
(0.010) (0.020) (0.018) (0.020) (0.018)
General (d + [d]) 0.1300.11 0.123 0.142 0.145
(0.014) (0.028) (0.026) (0.028) (0.027)
% International (d + []) 0.112 o0.077 0.13: 0.11: 0.13¢
(0.028) (0.069) (0.056) (0.057) (0.049)
% Public (d + [el]) -0.052 -0.19 -0.112 -0.023 0.045
(0.030) (0.074) (0.062) (0.058) (0.053)
Heinz Kiss ad Dummy 0.076 0.116 0.078 0.025 0.076
(0.047) (0.096) (0.090) (0.098) (0.091)
Atheist ad Dummy 0.050 0.004 0.110 0.046 0.053
(0.037) (0.076) (0.072) (0.079) (0.072)
Monday 0.4220.43 0.379 0.422 0.46¢
(0.025) (0.051) (0.048) (0.052) (0.049)
Constant 1.995 1. 37 1.676 2.01C 2.892
(0.039) (0.080) (0.075) (0.082) (0.077)
Observations 4,120 1,030 1,030 1,030 1,030
Number of Topics 4
R-squared 0.155 0.150 0.132 0.192 0.206
Adj. Rsquared 0.151 0.135 0.117 0.178 0.193

Ap<0.05;A ;§<0.01;A 49&).0016 Standard errors are in parentheses. Models include year and
quarter fixegkffects. Model 5 includes topic fredicts.
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Table 10- Comparing Predictive Models of People Future Complaiitseiorationad. Domestic

Companies
Model 15: Model 16: Model 17: Model 18:
Only Internationa Only Internationgl Only Domestic Only Domestic
Variable companies companies companies companies
Hypothesis 1
Adjudications (d + [d]) 0.100A 0.068.
(0.009) (0.0112)
Hypothesis 2
Band Misleading (d + fd]) 0.100A 0.074,
(0.0112) (0.015)
Band Harm/Offence (d + [dl1]) 0.053A 0.015
(0.013) (0.020)
Hypothesis 3
Cleard Misleading (d + [d]) 0.078A 0.044
(0.026) (0.040)
Cleard Harm/Offence (d + [d1]) 0.072A 0.067
(0.020) (0.026)
Specific/Other (d + [dL]) 0.059A 0.060A 0. 066. 0.067.
(0.010) (0.010) (0.010) (0.010)
General (d + [d]) 0.137A 0.139A 0. 155, 0. 155,
(0.013) (0.013) (0.014) (0.014)
Heinz Kiss ad Dummy 0.089 0.088 0.067 0.069
(0.047) (0.047) (0.048) (0.048)
Atheist ad Dummy 0.049 0.044 0.073 0.076
(0.037) (0.037) (0.038) (0.038)
Monday 0. 414A 0. 413A 0.387. 0. 386,
(0.025) (0.025) (0.025) (0.025)
Constant 2.006A 2.007A 2.012, 2.012,
(0.039) (0.039) (0.039) (0.039)
Observations 4,120 4,120 4,120 4,120
Number of Topics 4 4 4 4
R-squared 0.149 0.150 0.130 0.130
Adj. Rsquared 0.146 0.146 0.126 0.126

Ap<0.05;A ;§‘<O.Ol;A fzbé0.00lB Standard errors are in parentheses. Models include year, quarter, and topic

fixedeffects. This compares the effect of public versus private companies.
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Table 11- F-test for the Differences between the Coefficients among the Models (testing H2 and H3)

. Model 5 Model 7 Model 9 MOdeI. 14 Mode! 16 Model 1.8

Variables Main model | Offiine outlets | Online outlets Negative International Domestic
Binomial companies companies

BanMisleading 0.088 A A 0.084 A4 0.088 2% | 0.074AA 0.108AA 0.074 A4
BanHarmful/Offensive 0.03f 0.036 0.031 0.03fA 0.053AA 0.015
H2: Ban 8 Misleading >
Ban & Harmful/Offensive p<0.001 p<0.1 p<0.05 p<0.001 p<0.001 p<0.05
CleasMisleading 0.048 0.033 0.046 0.04f 0.078% 0.044
ClearHarmful/Offensive 0.058 A A 0.055 0.053 4 0.05fAA 0.072AA 0.067A
H3: Cleard Misleading < | - _, 70 p=0.697 0=0.830 0=0.664 0=0.854 0=0.634

Cleard Harmful/Offensive

p-values for the differences in the coefficients are in bold
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6 DISCUSSION

Previous research on the influence of soci al

normative convergence among the evaluations of different audiences. But while some norms are

codified, others are open to multiple interpretations, thus leaviptpretethe question of

whether such evaluations are truly independent or if (and how) they affect each other. Drawing from

sociologicalandsoeioogni ti ve research on norms, we ar gue

advertisementis presumedtoinkingi s a key deter minant of how a

each other. We tested our hypotheses by |l ooki

advertisements to the WAdvertising Standard thority (ASA), a setegulatoryprganizationhat

uses &rious sanctions to ensure advertising conforms to specificWerpr®posed and found

that people are more likely to complain when ASA bans an advertisement that is presumed to

infringe rulebased norms becausethan r ei nf or c e s ipirgtheirlcamplaintst e as o n

Similarly, people also will complain more when ASA clears an advertisement that was perceived to

infringe norms more open ittdividuainterpretation (such as those related to decency, for

instance). Thus, the extentto whichppeoplt eact t o ASAd8s decisions de

deci sion made and the type of norms violated
Our study has important ramifications for research on social norms and organizations. First,

it brings centestage an essaitactor who has been overlooked in recent research, or whose

actions have been | umped with other phenomena

at best, pooled with other identifiable organizations such as social movements, contestation, or

entrepreneurship (e.g., King and Soule, 2007). Most studies examine how firms react to these

movements and other challenges emanating from society (King, 2008; Lamin and Zaheer, 2012;

Vergne, 2012). We reversed t haec tfioocnuss toof aa tftiernn
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behavioii advertising in relation to existing norms and asilatoryprganizationThe saliency
of ASAOG6s decisions increases how much peopl e

In this respect, this study speaks to research on mass amtioruand agendatting
theory(e.g., Cohen, 1963; McCombs and Shaw, 1972; Deephouse and Suchman, 2008). While many
empirical studies have found people to be concerned with issues receiving extensive media coverage,
there is still debate about whethés translates into actual behavior (Griffin, 2003; McCombs,

2005). Besides increasing awareness exigience of a sedigulatoryrganizationo which

people can complain, media coverage also draw
behaior is socially acceptable and desirable (Vergne, 2012; Zavyalova et al., 2012). This study
estimates the effect of media reports direct]
merely on their perceptions. It emphasizes the importance ghdikiimg between rdbased and
interpretable norms in studying peoplebds reac
gener al . Peopleds behavior depends not only o
contenfi namely, the type of ASA dedisi@and the type of norm infringement.

Second, while previous studies have recognized that the presence of distinct audiences in a
domain might affect the independence of their evaluations, for purposes of analytical clarity most of
them focus on one audee at a time, and usually the most prominent in the chosenfcemngext
regulators in the banking industry (Deephouse, 1996), security analysts in the financial market
(Zuckerman, 1999jhe media in the VC market (Pollock and Rindova, 2003), the Mgthdé in
French cuisine (Durand et al., 208@jldistributors in the movie industry (Cattani et al., 2008). As
a result, prior research has left to future work the task of probing what constitutes acceptable and
appropriate behavior in the presencenoliple audiences (Suchman, 1995; Hafmdks, and
Carroll, 2007)A key claim of this study is that the extent to which those evaluations are

independent or affect each other depends on whether or not norms have been translated into
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specific rules thatan be used to decide what to do in concrete situations (Becker, 1963; Dubois,
2003). For instance, when norms cannot be translated into specific rules, people voice their concerns
more when the thirdarty organizatiordecides against prior complaints. Focusing on the type of
social norms at stake has important implications for curreinstiagional research. By examining

the conditions under which two audience®(lpeople and a sedfgulatoryrganizationinfluence

each other, the present study sheds light on the determinants of acceptable and appropriate
behaviors, so paving the way for a multidimensional view of legitimacy (e.g., Ruef and Scott, 1998;
Johnson, Dowd, and Ridgeway, 2006) where the implichttonsidering different types of social

norms are explicitly examined.

Third, recent studies adopting an audieandidate interface framework suggest that
audiences evaluate candidates by classifying them according to existing categories. Mambership in
category comes with a set of (default) normative expectations about the features and behaviors that
characterize a candidate (individual or organization) as a legitimate member of th&{sctitegory.
gauge a candidate, audience members find uldiffimmake sense of normative infringemfenta
result, candidates whose attributes and behaviorexdsgting classification invite ignorance,
contestation, and penaltiesg., Zuckerman 199jckerman et al., 20a3su, 2006). Gr study
adds to resech on the negative consequences of norm infringement by looking at the
interdependence between the evaluations of different audiences and identifying the conditions under
which these evaluations are more or less likely to reinforce each other. dtstbEaesanalysis
indicate, it is the type of norms that candidates are presumed to have infringed that complicates
audi ences0 sdnwag tef tmamhikdkekat esd behavior, not
an existing category or correspdods prototype

An important strength of our study is that ASA has long been considered a legitimate actor

in the UK advertising industry and one of the most successful examplesgilagtin
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organizations in the world. Over the years, ASA gairteddegiwithin the industry, \dsvis the
public (people), and the state. An additional strength of our research design is that it is reasonable to
assume that during the study period no signitf
peopl eléids. Rrevions research has shown how societal level changes (Rao et al., 2005) or
generational shifts in audience membership (Cattani et al., 2008) produce changes in values and
norms that are used to eval uanPgture Assodiatichaft e sd b
America (MPAA), for example, the introduction of a new movie ratings system in the US in 1968
marked a significant departure from the old system {ta#esbHays Code). While the old system
odeemed cert ai nwoneeéssentially Assutmedithat@dults tduld comseme any
content. Ratings would serve solely as guidance for parents who wished to shelter their children
from exposure to certain scenes and subjects, including profanity, nudity, sexuality, violence, and
drug useod6 (Waguespack and Sorenson, 2011: 544).
study, we can exclude broader societal or audience membership changes as possible sources of norn
ambiguitii besides and beyond their level of interpretabilityre&sila our paper offers a more
reliable test of the i mpact that ASAOGs deci si
the type of norm being violated.

Despite overall support for the hypotheses, this study has important limitations, which in
turn suggest directions for future work. First, people are likely to react differently to the same news.
Unfortunately, we do not have figiained data on who complains and most of the complainers
complain only once. Although our key informants emptidsinecomplainers may constitute a
rather diverse group along several demographic characteristics such as gender, age, etc., we do not
have data to determine whether a particular profile of complainers is more or less likely to submit a
complaint to ASA. Wile we expect that individual level characteristics are likely to affect the

likelihood of making a complaint, we cannot support this claim in our study. We share this limitation
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with many media studies in mass communication literature. Second, wé see ASAc i si ons t
reported in the media, but not how the decisions were made. Studying the process through which
ASA makes a specific decision would shed further light on the challenges encountered when
harmful/offensive cases are adjudicated andtibeale for the decision to either ban or clear a

specific advertisement. Third, we study a context in which a reguigtioations wel

established and enjoys both high visibility and legitimacy in the eyes of its main stakeholders.
Different resuts might have been observed if the analysis had focused on those (early) periods in
which ASA faced lower legitimacy and greater contestation. Fourth, we treat all media outlets the
same way, even though they maycisibnsftheiepoliciesn t er m
and the type of readership they target. Finally, questions about the extent our findings can be
generalized only can be answered by examining other contexts. In particular, it would be interesting
to replicate this study acros$edént institutional contexts. Given that advertisingesglfation is

now established in more than forty countries around the world, this context can open up

opportunities for crossational studies. The context of advertising is flexible enoughvtiutaite

researchers to explore all these possibilities. Experimental studies may help clarify some of the causal
mechanisms that produce the effects we found in our field study. These represent fruitful areas for
further investigation that we hope wilttcibute to a better understanding of the complex and
fundament al relationships |Iinking norms, soci

organizations.
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CHAPTER 3: ESSAY?2

WHAT IS THE SHARE PRICE REACTION TO ORGANIZATIONAL SOCIAL MISCONDUCT?

While the consequences of committing illagadonductre undoubtedly negative,

the outcomes o$ocial misconduct behaviorthat contraveneghe valuesand

normsof society, are unclea€ombiningliterature on organizational misconduct
andinstitutional theory, this paper develops a theoretical framework predicting that

social miscondudtarnrsc o mpani es® perf or mancdessmor e wher
ambiguous(b) when the infringement is more salient and (c) it is committed in the
companyod6s | ocal environment . Resocidlt s from
misconductoesnot generate negative price respamseevenwhen the norm is

less ambiguousi@ the infringement receives higadiaattention Thus, this paper

adds a newpiecein the puzzling picture that Iswkonconforming actions to
performanceContributions toorganizational miscondudatstitutional theoryand

strategy researahe discised.
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1 INTRODUCTION
Companies are subject to external and internal pressures to make actions that conform to the norms
of the environment where they operate. Acheeslta°c onf or m t o t he countryd
regulationsis well as to thealuesand sociahormsof the environment where the firms operate
(Suchman, 1998/ebbet al, 2009). The threat of sanctioning deviant behaviors is usually the main
reason to conform (Strachan, Snith, and Beedles,L1i@8&{ure on organizational neisduct has
widely studiedleégal behaviors and there is high consensus on the fact that they directly or indirectly
har m compani eSsribcaplahd,farnd Waddock, B0T8erefore, news about illegal
actions are usually followed by a dropdrsttare price (Wier, 1983; Strachan, Snith, and Beedles,
1983; Reichert, Lockett, and Rao, 1998gad, sociahisconducta behaviathatcontravenes
social norms, not necessarily laws, have received less attention in thigGiteregeteal., 201
Warren, 2003).

On the other handpstitutional theory has focusediltggitimateactions behaviors that
contravenes theocial normsf a given grouf he traditional argument in institutional theory is
that illegitimate behaviors trigger sanchgresctors in the environment, thus they should negatively
i mpact compani eso0 p-elatédouotcomes (Meyeraand Rpvean 907y ma n c e
DiMaggio and Powell 1983). However, other scholars found that this relationsHipaamon
(Deephouse, 1999n8h, 2011) or positive (Kraatz and Zajac 1996; Durand, Rao and Monin 2007,
Elsbach and Sutton, 19923rt of this puzzling literature (Heugens and Lander, 2009) is due to the
difficulties to specify the relevant reference group (Warren, 2003) andtheeestresponding
violation (Vergne, 20110). In fact, literature on legitimacy has mainly focused on a specific industry
group, not necessarily a violation that affieetsocial norm or values of the overall society
(Vergne, 2011). Therefore, the ¢ffet social misconduct are, at best, understudied. This paper

focuses on the financial consequences of social miscorfdlectvé\expect that sodiaisconduct
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financially penalizé#se companies involdgethe variation in this penalizati®much lesslear.
Therefore, we address the following research question: Why are companies financialtg penalized
greater or lesser degfeetheirsociaimisconduct
Specifically, this paper develops a theoretical framework explaining how and why news of
sociamisconductdefined as actions that breaksth&ahormsor value®f the collective society
(Suchman, 199Bjndova, Pollock, and Hayw&@06), affect the share price of the companies
involved. Unlike illegatiscondugtsociaimisconducis punished mainly through informal
sanctions. Therefore, investors are likely to sell their shares if they think that the image of the
company has been harmitisfina, Block, and Mannor 20%8llivan, Haunschild, and Page
2007. However, given thabciahorms are ambiguous (Becker, 1963; Dubois, 2003) and
sanctioning is uncertain (Ingram and Silverman, 2002), this effect is highly contextual (Fauchart and
Hippel, 2008\Wehypothesize that the main effect is negative, but it would manifest itself more
when(a) the nornis less ambiguo(Becker, 1963; Dubois, 2003), (b) the infringement is more
salient (Pollock and Rindova, 2003; King, 2008; Pollock et al. 2008) and (c) it is committed in the
companyods |l ocal environment sgeH200@ht er and Opp,
This study contributes tbhreedifferent streams of research. First, it contributes to
organizational socimisconduct. This literature looks batbehaviorshatbreak laws and social
norms, without a clear distinction between the twevgGet al., 2010). We suggest the importance
of distinguishing between illegal misconduct and social misconduct, as these two behaviors follow
different mechanisms and have different consequences for carSeaoied, it makes
contributions to institutiwal theory, in particular to the literature that studies the consequences of
making deviant behaviors. Prior studies have focused on actions that break the norms of a specific
sector (Meyer and Scott, 1983; KllerardtCen,a nd Zaj

1996; Deephouse, 1999; Smith, 2011) not necessarily of society. This paper is one of the first studies
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thatlookat t he effect of i1illegitimate actions acr
main mechanisms studied in thiggpdthe ambiguity in the assessment of social norms and the
uncertainty in their sanctioning) can shed light on some of the contrasting results in previous
literature on deviant behavidrkird, it contributes tetrategy research and to the emerging

literature that brings institutional theory into strategy research (Ingram and Silverman, 2002; Peng et
al., 2009; Ahuja and Yayavarama, 2011). In particular, this literature has been criticized (Durand,
2012) to be too unbalanced towards the economic appfoastitutional theory (North, 1990)

overlooking the sociological one (Suchman, 1995; Scott, 2008). By looking at theoefédct of
misconducto a key strategic outcome (CAR) this study clarifies the mechanisms on how social

norms can directlyimgac compani esd perfor mance

2 THEORY AND HYPOTHESES

2.1Norms, deviant behaviors and financial performance

Norms are cultural phenomena that prescribe and proscribe behavior in specific circumstances
(Meyer and Rowan, 1977; Scott. 2008; North, T9@03ost of making deviant behaviousiglly

the main reason for companies to comply. Literature on organizational misconduct has a long
tradition in economics and sociology. Greve et al. (2010) providke pih iliterature review as

well as one fornhdefinition of organizational misconduct:

We define organizational misconduct as behavior in or by an organization that a
socialcontrol agent judges to transgress a line separating right from wrong; where
such a line can separate legal, ethical, aaiti sesponsible behavior from their

antitheses.
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To them, organizational misconduct is a behavior that needs to be labeled as deviant by a social
control agent,anactort hat represents a collectivity and
col |l ebéehal f.@&a@ppbes of foéigbntrol agents atevorld polity(i.e., international
governing bodies), the state (i.e., national and local goverhowes and professional
associations (e.g., the American Medlgsaiciation, the Amedn Bar Asociations) . One of t h
shortcomings of this definition is that it puts together legal, ethical and socially responsible behavior.
Instead, distinguishing between laws and social norms can be very impatapafies
(Hechter and Opp, 2005).

Laws and social norms ardeeddifferentL a ws ar e t he formal O6rul e
which companies cannot easily escape if they want to operate in a giye{V\ehiwtr al, 2009).
For laws, it is clear which the secaatrol agent that monitgisidgeandsanctiosc o mpani e s &
behaviorss. Laws are explicitly specified in written t@stsch as civil and penal codes. Behaviors
are unambiguous because a designed body categorizes them either as legal or illegal. Enforcement o
sanctions is agsud by third parties, like the state, courts and police (Hechter and Opp, 2005;
Ingram and Silverman, 2002). Sanctions for each deviant behavior are clearlyateératiex
include fines and imprisonment (Reichert, Lockett, and Rao, 1996). Howevitie gocial
gravity of illegal behaviors, they may be also sanctioned informally, i.e. by other social parties that
interact with the company. lllegal behaviors may raise the cost of capital (Komisarijevsky, 1983),
decrease the quality of network past(®ullivaret al. 2007), induce clients to leave (Jensen 2006),
negatively affect the tonetbémedia (Zavyalowwtal, 2012) and damage compa
(Scherer and Palazzo, 2011). As a result, researches have fongdiinaenews aboutegal
behaviorsisually result in a drop in share price (Wier, 1983; Strachan, Snith, and Beedles, 1983;

Reichert, Lockett, and Rao, 1996).
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To the contrary, social norms are spontaneous rather than deliberately planned (Hechter and
Opp, 2005). They arateenched in the reference group (Warren, 2003), as part of its heritage and
behaviors (Hackman, 1976). They are mostly oral or shared in the form of tacit knowledge
(Feldman, 1984). Social norms differ from laws in two major ways. First, social norms are
ambiguous to a certain degree. Sociological (Becker, 1963) arugjsibicie (Dubois, 2003)
|l iterature on soci al norms usually regards no
generalized statements of rmarenise rainn etbo (bBee cdkperre
knows quiteaccuat el y what he can and cannot do and wk
(Becker, 1963: p.65). However, oOeven i f they
cause us difficulty in decigin on cour ses of actiondé (Becker, 1
betweerappropriat@andinappropriatdehaviors can be blurred (Dubois 2003). Second, they work
as odecentralized institutionso6 t hdaed)tor el y on
puni shoé their violations (Il ngram and Silver ma
depend on the judgments of individual actors and rely on their ability anksditirenpforce it
(Scott, 2008).iterature on legitimacy Haag studied the performance consequences of behaviors
t hat break the soci al norms of a specific gro
theambiguity in the interpretation of the norms and the unt¢gmeiheir sanctioning make the
outcome of illegitimate actiomsichless clear.

The traditional argumeintinstitutionaresearchis that illegitimate behaviors should harm
companies through social sanctions given by actors in the reference groapdNReyean, 1977,
Scott, 1987; Fauchart and Hippel, 2008). As a result, companies that make illegitimate actions have
less survival chances and lower performance (Meyer and Rowan, 1977; Scott, 1987). These
predictions hold especiallyhighinstitutionazed and noprofit sectors, like education and health

(Meyer and Scott, 1983). However, subsequent studies have found contrasting results. Among the
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first papers to challenge this hypothesis were the studies of Elsbach and Sutton 1992 and Kraatz and
Zajac(1996. Elsbach and Sutt¢h992 proposed that, given that social norms are open to different
interpretability, organizations can use impression management techniques to manipulate
controversial events and increase their visibility and public acgeptedaliz and Zajdt996¢
studied a highly institutionalized sector, the art liberal schools. They found that the decisions of
schools to add business courses (a highly illegitimate behavior according to their peers) increased the
survival chances of teehools and the number of students enrolled. This is because what other
members of the education field considered illegitimate was actually beneficial for the customers
(students and parents) of the schools. Since then, many other studies have faundespiesi
between different types of deviant behaviors and perfornmmperformance relatedutcomes.
Deephous€1999 found that it is beneficial to depart from the competitive norms up to a certain
point, a theory hemilala Enhitg2dl) found thatnbreogformity b al anc e 6
simply raises the risk that companies face. Fund investors that depart from the norms of their
sectors are excessively rewarded if their strategy paid out, but excessively penalized if it did not.
Instead, Drandet al, (2007 found that, contrary to their expectations, aalations increase,
instead of decrdag, external valuations. French chefs borrowing elements from a competing code
category (classical vs. nouvelle cuisine) on average fosteregataatans. In fact, codmlating
actions 6may be a way to attest the mastery i
categorization risks associated with-eodeo | at i ng cdia 8098686 ( Dur and

The main problem in institutidrigerature ishe identification ahe reference group
(Warren, 2003)n fact, Suchm@&n@995) definition of legitimacy broaefiers to aabtns that are
odesirable, proper, or appropriate within some socially constructed system of norrbsligtdues,
and definitions. (p. 573). Ther ef or e,cartbk @&plidddadanyni ti on o

reference group. Literature has usually focusedpmrtific industry (Meyer and Scott, 1983;
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Durand et al., 2007) or a strategic group (Deepli@2¢Miller and Chen, 1996), whose
violationsdo not necessarily involve breaking the values or norms of the collective society. This
paper foases on social misconduct thatie®ne based on the literaturecoganizational

misconduct and legitimacy | defgsociaimisconducas the following:

Organizational social misconduct is an evaluation made by@astcbhgent that

an organi zat i on dhesydiemnlofavalueand normisotiatya v e n e s

However, weonsider sociaontrol agent more broadly than in Greve et al. (2048 refer
onlyto actors that can infringe direct penalties to the organizations. Instead, as literature on
legitimacy shows, infringements of socahs are informally penalizsdindividual actors. In
case of social misconduct, the role of soaidtol agent is still instrumental in labeling a behavior
as deviant, however not in the enforcement of the sanction. The main cost of a social misconduct is
not in the direct sanctidhat the sociatontrol agent provides, but in théormal sanctions that
such evaluation may or may not induce.

This papelooks at the impact of soamisconducon the share price of the comparsy
involvementWe argue th#tefinanciaimpactof socialmisconductiepends on (1) the degree of
ambiguity of the norms and (2) on the | ikelih

will punish the companies, thus impacting their futudentap

2.2Social misconductand CAR
An event influences the share price of companies if inegiecthat it will affect thefuture
performance (Wier, 1983; Strachan, Snith, and Beedles, 1983; Reichert, Lockett, and Rao, 1996).

Sociamisconductas defined herns,a behavidhatcontraveneshevalues andorms of society
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where the company operates. W8wah a behavias made, investors would anticipate that the

firm would incur into two types of costs. First, there are direct costs. These costs do not take the
form of explicit fnes inflicted by a central authority (Ingram dwer®ian, 2002), but they can be

still significant. Firms will have difficultresecoveingthe sunk costs associated with the
corresponding actioAn actionthatis labeled asocially deviameed to berevoked oranywayit

would generate less revenues éxaected; this would impact the future top line of the company.
Moreover, therestime, attention (Ocasio, 1997) and money spent by managers in the company to
manage the event with internalestako | der s (t op management team,
stakeholders, such as media (Westph§l2012) or government (Bonaetlal, 2005). These costs

vary with the type of actions, but they can be also considerable. For example, the BEEISion of
the Italian automobile manufacturer, to move a factory from Italy to Romania for cost saving,
created a point of order with the Italian government that drained the attention of its CEO and top
management team for many weeks.

Second, there are indireostsSocial miscondubarnsthe image of the company asd

sanctioned by social actors (Ingram and Silverman, 2002). Some consumers would decide to avoid

buying products or services of the companies or to buy fewer quiadigéei;onsumers are

€

more likely to buy from socially responsible companies (Sen and Bhattacharya, 2001). Also, even one

behaviolcan create a snowball effect by giving origins to boycott (King, 2008; Robertson and
Crittenden, 2003). In our setting the decision of Heinzhdrawt an advertisimgmpaigihat

showed a homosexual kiss trigdgre reaction of gay associations who called for a boycott of
Heinzdéds products. Moreover, it affects the |
betrayed by such behaviors @nslwill harm the emotional connection betwthem and the

company (Kottei2008). Similar arguments hold with other stakeholders of the company. When the

image of the companies has declined, employees can become demotivated, business partners can
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deciddo limit the transaction with the company (Sulkvah2007) and regulations can become
stronger. Also in this case, companies would need to invest significant resources in terms of time,
attention (Ocasio, 1997) and money to recover from this oasa@®d regain the relationship with

their consumers and other stakeholders. In sumasagial miscondutirnsinto direct and
indirect costs t haadrtopdieflrevestors shaulth pnéicipatesitstieas b ot t o m

hypothesize:

HypothesisSbcial misconduegativelysociated witiC&iR of the company involved

2.3Ambiguity in assessing the norms

Previous literature has had difficulties in assessing the marginal effect of each t§plrefcost

costs vs. indirect costdecause they are usually cofounded within illegal @yetois, (

Bharadwaj, and Roberts@A09) Howevergvenin cases of illegal actions, scholars have found that
not all the actions produce a statistical significant impact on the share price @alid$604;

Tipton, Bharadwaj, and Roberts2®(9). This is even more compelling in the case of social norms.
Social norms are ambiguous to a certain extent (Dubois, 20030), therefore there is variation within
the population of a given country of wisatonsidered legitimate or not (Webdl, 2009).

However, some norms are more clearly defined than others (Becker, 1963). When norms have clear
evaluation criteria, a larger part of the population would converge on the fact that the company had
violaked the norm. In this case, the two mechanisms identified before become stronger. First,
companies would haadarder time to recoverelsunk cost of the action and spend more time

and money in trying to contain the negative e8enbnd, the negativgamt on its image will be

5 Davidsoret al1994 found that not all the infringements were negatively correlated to the CAR, while investors
penalized bribery, trade secrets, financial reporting violations, other behaviors, including violations with governmental
contracts criminal fraud, securilé®g violations and overcharging customers, were immune.
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stronger. More people will agree that a violation was made; thus increasing the likelihood of
sanctioning.

The opposite occurs if norms are evaluated based on cultural and social judgment, e.g. in the
case of 0o0b,se68ma3)lythis casB,ehe lesponse will be more heterogeneous: what
some audience consid@ppropriatecan be totally acceptable by others (\&ehdb2009). If no
violation is perceived, no sanction will oasitgationthd8 e c k er def i nes O0secr et
extreme cases compariasevenpurposelynake social misconduetattract public attention to
their activitieglike Elsbach and Sutton, 1992)kertogether, these considerations suggest that the
ambiguityofthenor m i s | i kely to affectlessambigusgus or sd r ec¢
investors would expect the compinyncurin higher costs than when norleavemore latitude

to interpretatiomy different groups of the population. Therefore:

HypothegsSociahiscondtitat invokless ambigumrsnare more negatively assibib&eAR

than sociahiscondtitat invosmore ambiguous norms

2.4Uncertainty of social sanctions

Besides ambiguity in their assessment, the second trait that characterizes social norms is the
uncertainty in the degree that individual actors would punish the company (Ingram and Silverman,
2002) Social miscondutzcks a quantifiable metric to measiine gravity of an actidimn this

situation, investors are likely to use contextual variables as a proxy to form their predictions

(Schijven and Hitt, 201®)eanalyze two such variables: saliency and localness.

6 Forillegal actions this is less problematic as one observer could use the amount of the fine as a proxy of the gravity of
the actions.
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2.4.1Saliency
Already Beckdl963 recognizes that perceptions matter more than real behaviors; a behavior is
considered in breach of a norm if it is publicly labeled as a violation, even if it is not committed (a
situatohe call s o0f al sely accus e dréakthe ndrm, bathhienotc ont r a
perceived as sudhdoes not suffer any consequenceduyatiorn e cal |l s O0secret de\
Therefore, the saliencyab$ocial misconduiciforms about the social consequencestitt
behavior will have. The conceptaliency has been widely studied by mass communication
literature (McCombs and Sha®#2). Mass communication literature has extensively analyzed the
influence othemedia under what is knownag®nda setting theory (McCombs and Shaw, 1972).
According tahis theorythemedia is able to align itgeada to the one of the pubtite more a
piece ohews is reported in the media, the more it is salient in the eye of the people. For example,
Lowryet al.(2003 found that the public perception of criméett more the Network TV Crime
reporting than the FBI Crime statistics (similarly findings were already in Davis, 1952). Therefore,
salient topics are both the ones that attract more media and public attention.

The greater the saliency of an event@ékmisconduct, the greater laemto the image
of the companiethemore peopl&now about ijtthe more severe it beconfleswryet al, 2003).
As a result, companies are more likely to react teetteedgs. Deephouse and Heug2a69 show
that firms are more likely to adopt social issues, which have been adopted by news media or other
similar mediated organizati@mmilarly, King2008 found that corporate targets are more likely to
concede to boycotts that generate high levelsdva rattention. Therefore, if an infringement is
more salient, companies will be more likely to put in place resources to contain the negative event
and, I f they do not succeed, the effect on th

canuse the salientyat receivethe organizational social miscondoigtredict the costs that the
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company will incur; the greater the saliehthe eventhe greater the cost for the company. Thus

the drop 6the share price will be gexaiThis lead® the next hypothesis:

Hypothesis 3a: Teatgr the saliency of thbegeassecial misconduegatively associated

withtheCAR

2.4.2 ocalness

Soci al norms are embedded in a count200§,6s cul t
Scott, 2008 thuswhere the misconduct happen is likely to influence the reaction of the investors.

We distinguish between local companies, the onasetiatted in the same environmehere

the social norms are violated, and foreign corsp#meones thate located in a different

environment. For environment is defined as having a unique system of values and norms. Given
that systems of values are nested in one anotiaémeks is a relative concept. For the butcher in

the corner, itokal environment is probably the neighbor, while for a listed company it can be the
country where it is listed.

What is considered socially acceptable iarvinmentan be considered inacceptable in
another (Scott, 2008). This knowledge is ofteérfRatdman, 1984; Hackman, 1976), lthasd
companies are in a better position to dettmd®rmsof an environmerdnd to evaluate if a
behavior is considered acceptable oiGieen thalocalcompanies have the advantage to have a
greater understangj of what is considered an appropriate or inappropriate behavior, if they
commit an infringement in their environment, they will be seen as more responsibleraageheir
would be harmed more.

Moreover]ocalcompaniesre more socially embedded inghgironmenthere the

violation happerthan foreign companiéherefore, if localompanies makeisconduct, it
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increases the number of actors that could punish the companies; socially embedded companies have
more ties with local organizatiemsvhichthey depend for their economic performance and

survival (Uzzi and Gillespie, 20Q@galorganizations are in a better position to sanction deviant
behaviors (Fauchart and Hippel, 2008) because they may be afraid of negatvef spdly do

not (Barnett and King, 2008; Zavyalova et al. 2012; Jensen, 2006). As\weststdtyould

expect that local companigsuldincur in greater costs for similar misconduct compared to foreign
companies. Therefgoravestors will react moremisconduct is made by a local company compared

to a foreign one:

Hypothesis Slocial miscontthadis committed by a ikwalre negatively assoithite@AR than

the ortkatiscommittegt a foreign company

3 METHODS

The main focus of the paper isavganizational social misdefidedtas an actitimat a social

control agent evaluatesastravening to the system of values and norms of the.de@gtygus

studies have mainly looked at actions that departed the norms of a specificsndustsy

hospital, liberal arts college (Meyer and Scott, 1983), French cuisine (Dura@d)ebahiO

(Deephouse, 1999) or airlines (Miller and Chen;18863h are not necessarily in breach of the

norms of society. When considering actions that break the norms of the collectivity, previous studies
have focused on a single event, e.g. ceem@nsizing in Japan (Ahmadijian and Robison, 2003).
However, thisesearch designunsuitable in this case given the wider scope of this analysis

industries and type of nornifispaper relies on a unique contdake UK advertising self

regulationsystem that provide the possibilitf measung social misconduethile allowing for
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variation in the normds violation, the salien

makethe action.

3.1Setting

Advertisingeports and infiences the norms and values of a soBigtpoking at advertising in the
1970s we could project the society in that period, while in 40 years from now, our advertising will
inform about ours. Therefore, advertising is an ideal setting to study sosidhreorrattempt to

avoid free riding by some companiemany countries advertisiensd’ a thrd-organization self

regulatory organizationo ensur e that any form of adverti si

honest, truthful and decentd (Advertising and
because i f an advertising is mis$itdfensiveorg, peop
har mful, peopl e WheWKdas otewfthe torgest traditions in the advarésing

selfregulation. Itselfregulatory organizatigcalled the Advertising Standards Authority
(hereafter ASA), which wasimded in 161. After 50 years, ASA is today a recognized entity in the
advertising regulationtime UK to the extent that the UK governmental Office of Communication
contracted out its responsibility to control broadcast advertising to ASA in 2004. Therefore, since
2004 ASA dopg het oapdh ef or ¢ o mp | aroadtast adwdstisingtn b r o a ¢
the UK.

ASA operates in the following way. Any perstreidK can submit a complaint to ASA,
either in the role of citizen or on behalf of a company (cong@and compl ai nt s accou
the total). British peoplake advantage of the possibilitgarhplaining and voicing their concerns;

ASA receives around 25,000 complaints a year, 50% of the total complaints about advertising made

7 Usuallythe advertisers do not give money ts#iFegulatory organization directly, but they do so
through an intermediate company in order to assure the independency of the regulatory body.
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in Europe. The cont@ints are then passedtoraComplaints Executiveho assigns it to the type
of violation (Misleading, Harmful/Offensive), a topic (e.g., Children, Environment, etc.), and a
complexity category. Companies can respond to ASA by providing studies,awlo@mg other
information they believe can support the claims of their advertisement. The documentation is then
passed to the ASA Council that can either upheld (the advertisement is banned) or not upheld (the
advertisement is cleared) the complainessABA Council consists of 12 members (besides the
Chairman): four from the industry and eight independent. The four members of the industry are
chosen based on their expertise in the field of advertising and sit at the Council as individuals and
not as spkesmen from the industry. Once the ASA Council has issued its decisions, adjudications
are then published within the following 14 days on the ASA website. Adjudications are published
every (and only on) Wednesday and receive a significant coveragdiatgppes: national, local,
trade, consumers, offline and online. Media Vv
sanctions for advertisers who do not conform to the code.

Each case is assessed based on its likelihood to mislead, offemdher dnzerage UK

consumer:

The likely effect of a marketing communication is generally considered from the

point of view of the@verage conswhmn it reaches or to whom it is addressed.

(CAP Code 2010: 113, italic added)

Thus, we consider the demis of the ASA Council as a direct (less problematic) proxy for the

society collective beliefs that a companies?od
system of soci al norms. Thus, ASAS8mimdmmucsi ons
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The ban of an advertisement can be costly for the companies: companies lose the production cost of
developing the advertising (sunk costs) and they beeositeve¢o adverse publicity.

This setting enablesto measure the marginal effef the othetheoreticavariables in
this study, which are the main focus of this
violations, onéess ambiguoimisleading) and the other mamsbiguougharmful/offensive), thus
allowing for testg Hypothesis 2. Second, adjudications receive different media attention, thus
allowingthe measuringf the impact of saliency (Hypothesis 3a). Third, adjudications involve

companies that have operations in different locations (Hypothesis 3b).

3.2Data
The study period starts in August 2006 (first data available from ASA) and it termirfates on 31
August 2010 because in September 2010 a new edition of the British Code of Advertising Practice
(12" Edition) was released. Since artiziesonlybeenavalable online since October 2007,
Hypothesis 3a will be testslfromthen(observations for the first year are I@sHA publishes the
adjudications weekly every Wednesday on its website. In the study period, there are a total of 151
weeks and 2,153 adiationsWeonly focus on adjudications to ban advertising. The number of
companies affected by adjudications was 1,643, of which 382 (23%) were listed. These companies
are responsibfer 469 eventaVefocus only on events with companies listéueibK (London
Stock Exchange), the other main European reéitiady, France, Frankfurt, Madrid, Switzerland,
Ireland) and to US (both New York Exchange and Nasdaq). Missing datfbandicg events
reduced the sample to 317 events and 114 conmpmairthat articles were available only form
October 2007pr Hypothesis 3a the numberafiiservations gsdown to 251.

Articles about ASA adjudications were collected through LexisNexis and Factiva databases

for printed and broadcast news; while MeltWwaket A6 s me @ pravidea gnéne tews.
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Previous studies using media articles have mainly focused on the use of printed newspapers given
their prominence in society (Deephouse, 1999; Pollock and Rindova, 2003stRah@\dl ).

However, in the & years, online media outlets have increasingly become a critical source of
information for people. Given, that online and offline media do not always osgnsgrted

both to make the medtaverag@as comprehensive as possible. Specifigilhgluded printed

and online newspapers, broadcast news, consumers and trade magazines, national and regional
outlets. As a resultecover almost the total universe of the articles that mention A®AJK

during the study period. Several steps to ensurditibility of this data collection were taken.
First,wecontacted Meltwatérthe media reporting agency of ASA. Meltwater monitors 140,000
websites, most of themtime UK and in English speaking countries and was able to trace media
articles back to October 2007. These articles were then cleaned by eliminating double counting of
the same news on the same website (sometimes the same webpage has two URLS). Meltwater
provided mewith the algorithm used tearch media articles about ASA.

The second step was to adopt the same Meltwater algorithm to extract data from Factiva and
LexisNexis. Factiva and LexisNexis are leading companies in media analysis and often used in
acadmic research (e.g., Pollock and Rindova, 2003). Unlike othengtmlasschecked the
results between the two databases to increase the reliability of the results. The two databases cover
the same major UK media outlets, even though they can difégfiémal or minor outlets, which
are still very important in our study. The two databases overlap for most of thé lauti@@% of
the articles were in LexisNexis and not in Factiva. This analysis results in 19,176 articles (25% offline
and 75% ontie). Not all these articles are about adjudications of ASA, but they cover any of the
activities of ASAlMe skimmed through the articles and retdinesk that refered¢d an
adjudication in the title or in the first three paragraphs. These artickssweredentify because

most of then referred to the adjudication already in theThien, with the help of a research
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assistant wassignedeaehr t i cl e t o the corresponding ASAO0S
reporteda singledjudicationWhen multiple adjudications were reported, the principal one was
chosen (the one mentioned in the title or in the first 3 paragraplZjléhents were coverby
3,340articlesmostly published between Wednesday (72%), when the adjudicationublinade p

and Thursday (12%lrinancial dta (share price, total assets, ebitda) were retrieved by Datastream.

3.3Dependent Variable

The dependent variable is the Cumulative Abnormal Returns (CAR) on day 2. CAR is a measure on
how much a sdtes frommitsexpeciet walee irdaggivan temporal window. It is a
standard way, both in finance and organizational literature (Barnet and King, 2008), to measure the
impact that individual events have on the evaluations of the investors. A statiste& ARSIt

indicates that investors attach a positive estimation of the event to the future performance of the
company. A negative CAR indicates that the event has damaged the economic evaluation of the
company. One of the challesgf this methodology is titetermine the right temporal window to
measure the impact of the event. The 4péde between the ability to link the CAR to the event of
interest (short windows) and the time needed for the market to elaborate and reflect the information
contained inthe event (long windows). This decision is mostly cepesific (Barnett and King,

2008). In this setting, ASA publishes the adjudications every Wednesday. In order to account for
information leakage, event studies usually begin the event windawtlpgiactual event. ASA

provides online access to the adjudications to a selected number of journalists since Monday with
embargo (journalists are forbidden to publish the news) until Wednesday. During the focal period
3% of articles were published on Maynodr Tuesday2% on Wednesday2% on Thursday and

the rest afterwards. Therefarechose to set my temporal window from Mongdyq Thursday
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(+1). The CAR is calculated using the standard proceduraateih &d Kig 2008. Append&

reports it.

3.4Independent Variables

Hypothesis 1 holds thsdcial misaaductis negativelassociatedith the CAR To test for this

hypothesisyec onsi der the effect that the adjwdicati
on the CAR of theompanies involved. Following CAR methodotbghypothesis is supported

if the constant term is negative and statigtighifican{Barnett and King, 2008Hypothesis 2
focusesheambiguityof thero r md s VASAitleatifieis tivo categoradsorm violation:

misleading vs. harmful/offensive. Misleading cases are linked to thef inammesty and

truthfulnessthey involve misrepresentation of facts. Instead, harmful and offensive cases are linked

to taste and decency; they are assessédibathe following principle:

6 Mar keters should take account of the prev
in which a marketing communication is likely to appear to minimize the risk of
causing harm or serious deofNombrdadcagpr ead of f e

Advertising, Sales Promotion and Direct Marketing, p. 24).

While a misleading claim is based on hard evidence and it is likely to be considered misleading in any
country, a harmful/offensive advertising is more linked to the cultural and social environment where

it is broadcasted, therefore it is more difficgylidgel n t he Al®Adiptionood e, t
misleading cases is 7 pages long, while the description of what is consideledfdmssive is

only 2 pageshis shows the difficulties of specifyingrte what is considered harmful/offensive

versus what is considered misleading. Thenetrensider misleading advertising as cases for
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which the norm is more clearly defiaad less ambiguotign for hamful/offensive. ASA
provideduswith the categormgssignedmisleading vs. harmful/offensivior each adjudication.
More than 90% of adjudications are attribit®nlyone of these two categories, confirming that
consumers consider them quite diffdyeihe variablsorms Less Ambigiscasilummy variable
that takes the value of 1 for misleading cases and 0 for harmful/offensi¥e@pard&A reports
one representative example for each of them.
Hypothesis 3a focuses on the saliency of the @pen the importance of the media as
key stakeholders (Deephouse and Heugens, 2009, McCombs and Shaw, 1972)Saéeraisable
a count variable equal to thenber oimedia articles that each adjudication recaivéee day
when the adjudicatios published (Wednesday) and the day after (Thufsdapp these two
days ASAOs adj udi c aEachofthemwasuoiguelywadridute?todhéd 3 ar t i ¢
respective adjudication. Finally, Hypothesis 3bwdtathe location of the compahypcal UK is
a dummy variable that takes the value of 1 if the company is listed in the London Stock Exchange

and O otherwise.

3.5Control Variables
Following literature using CAR methodolaggcontrolled for the assets and the performance of
the company (Barnett and King, 2008; Wassmer and Dussaugel @@l Assatsthe log of the
total assets that the company reports in a given y&eréordhamsehe log of the ebitda of the
company.

Also,we control for other context specific variabletevisia dummy variable that takes
the value of 1 if the advertising banned was broadoadt€dIn fact, TV advertisingmore
costly to develop, so they involve higher sunk costs in case of Gatabamplainssa count

variable that indated the number of complaints that the advertising had received. A higher number
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of complaints may signal to the investors that a higher reaction from the public would occur. Both
TelevisiamdTotal Complaiate expected to have a negative impact on the CAR.

Finally, the effects on adjudications can vary among industries. In some industries it can be
more acceptable to make advertisements that are at the edge of the code (e.g. offensive
advertisements in fasn industry); in other industries, competition is so fierce that companies
constantly play tfor-tat strategies (e.g. pricing advertising for supermarket chains). Thezefore,

used a fixed effect specification to control for industry.effect

3.6Model specification and estimation

In order to test the hypotheseguse a linear regression model with fixed effect by industry:
CAR =a+BX;+u+eg

where CAR is the cumulative abnormal return for firm i five days following eXignisjavector
of independent variables for firm i at the time of evAniglésandNumber of Complpantd uis

the industry unobservable.

4 RESULTS

Tablel2presents the descriptive statistics and the correlation values. Correlations are generally low.
wechecked for multicollinearity in the models by evaluating the variance inflation factors (VIFs).
VIFs were below the recommended thresbiold (values balv 2). Table3reports the effect of

the Abnormal Return (AR) in each of the day before the events. The AR is negative both on
Monday and Thursday, but none of the ARs are significant in a given perididl uBabléhe

CAR-2/+1 as the Dependent Varlabit tests for all the hypotheses.
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Table 128 Descriptive statistics and correlations among variables

Std.

Variable Obs Mean Dev. Min Max 1 2 3 4
1. AR-2 317 -0.002 0.03 -0.34 0.25 1
2. CAR-2/+1 317 -0.002 0.05 -045 025 054 1
3. Saliency 251 1121  26.70 0 304 0.05 000 1
4. Norms Less Ambiguous 317 0.87 0.34 0 1 -0.01 0.03 000 1
5. Locat UK 317 0.41 0.49 0 1 -0.13 -0.06 -0.11 0.21
6. Other European Markets 317 0.24 0.43 0 1 0.03 -0.01 0.00 0.07
7. TotalAssets 317 16.65 1.92 10.58 22.11 0.07 0.08 0.15 -0.02
8. Performance 317 13.36 5.90 -1497 18.26 0.07 0.03 0.06 0.04
9. Complaints Received 317 5.29 29.83 1 519 -0.01 -0.02 0.11 -0.17
10. Television 317 0.34 0.47 0 1 -0.03 0.05 0.12 -0.17
Variable 5 6 7 8 9 10
6. Other European Markets -0.47 1
7. Total Assets -0.33 0.24
8. Performance -0.13  0.08 0.44 1
9. Complaints Received -0.05 -0.03 0.06 0.04 1
10. Television -0.01 -0.09 0.07 0.00 0.14 1

Table 130 Abnormal return by day (O is the day of the event)

Week day Wednesda Thursday Friday Monday Tuesday Wednesda Thursday Friday
Day from the event -5 -4 -3 -2 -1 0 1 2
Constant 0.001 -0.000 -0.002 -0.002 0.000 -0.001 0.001 -0.001

(0.002) (0.002) (0.001) (0.002) (0.001) (0.001) (0.002) (0.002)

Observations 317 317 317 317 317 317 317 317

Standard errors in parentheses *** p<0.01, ** p<0.05, * p<0.10

In CAR models the constant tern iGcruciako verify the hypothesis of the direct effict
representthe average variation in the share market price of the events. Therdferejrect
effect,the null lypothesis is rejected (or falberejeced based on the statistical significance of

the constant term. Hypothesis 1 statesti@aal miscondubiasa negative statistical effect on the
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share pde reactions. Model 1 in Tablesthows the results of the first hypothesis. The constant
term is negativeut not significant. Thereforeis not possible to reject the null hypothesis that the
effect is differerfrom zero. Among the control variables drdyal Assasssignificant, though only
at 10% level.

Model 2 reports the results for the second hypothesis, namely that the clarity of the norm
negatively affects thgsociatiobetweersocial miscongtt and CARThis hypothesis is supported
if thedummyNorms Less Ambighasa negative coefficient. Howee, the coefficient is not
significant (and even positivayestors do ngbenalize more social miscondhat involveless
ambiguous normblypothesis 2 is not supported.

Model 3 provides a test for Hypothesis 3a, namely that the saliency otsi{eneasured
as the number of total articles that an adjudication receives) has a negative impact on the share price.
The coefficient oBalienéy negative, but non significant. Therefore, Hypothesis 3a is not
supported.

Model 4 tests for Hypothesis Jitne coefficient dfocat UK is negative, but not
significant. This means that companies listhé WK are not more likely statisticadiybe
penalized by investdalencompanies that are listed somewhere else (both in other countries in
Europe orelsewhere in the world). In Modelgjnsert another dummy for companies that are
listed in other European countri@her European marketthis case, the coefficientlod
variabld_ocat UK becomes significant at 10% level. This means that companies that have an
adjudication by ASA experience a loss of 0.014% if they are timétKimatherin the US.
Therefore, Hypothesis 3b is supported, but only at 10% statistical level. ModekGbrbse
variables together; the coefficierthefvariabléocal UK is still negative and significant at 10%

level.
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As a result, only ybotheses 3b fisé small statistical support at 10% significant levels. The

other hypotheses are not supported.

Table 140 Linear regression model with sector fixed effect usingaZ#AIRas dependent variable

Dependent Variable:
Model1 Model2 Model3 Model4 Model5 Model6

CAR o/ +1

Norms Less Ambiguus 0.004 0.008
(0.010) (0.013)

Saliency -0.000 -0.000
(0.000) (0.000)
Locald UK -0.012 -0.014  -0.019°
(0.007) (0.008) (0.010)

Other European Markets -0.005 -0.008
(0.009) (0.011)

Total Assets 0.003 0.003 0.003 0.002 0.002 0.002
(0.002) (0.002) (0.002) (0.002) (0.002) (0.002)

Performance -0.000 -0.000 -0.000 -0.000 -0.000 0.000

(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
Complaints Received  -0.000 -0.000 -0.001 -0.000 -0.000 -0.001
(0.000) (0.000) (0.001) (0.000) (0.000) (0.001)

Television 0.003 0.003 0.008 0.004 0.004 0.009
(0.007) (0.007) (0.009) (0.007) (0.007) (0.009)
Constant -0.064 -0.068 -0.066 -0.045 -0.042 -0.045
(0.062) (0.063) (0.071) (0.063) (0.063) (0.074)
Sector Fixed Effects Yes Yes Yes Yes Yes Yes
Observations 317 317 251 317 317 251
R-squared 0.066 0.066 0.076 0.074 0.075 0.m1

Standard errors in parentheses ** p<0.01, * p<(p&6,10In Model 3 and Model 5the number of
observations drop to 251 because data on articles were not available for the first year.

4.1Robustness Checks
Weperformed various robustness chaeksplit the sample between (1) companigeidK vs.

others, (2Misleading . Harmful/Offensive decisions. Als@&focused only othe subkgroup of
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thecompanies in thgK. Finally, we test with different temporal windows (CAR 0, CAR 0/1, CAR

-2).Resulthave the same structure.

5 DISCUSSION AND CONCLUSION

Understanding the performance impactofcam i es d acti ons i s a key
strategy scholars the last years, the demand of the normative environment has become a key
factor for companies (Scott, 2008; Rtrad, 2009). However, detgpthis growing importance,
previous literature has shown inconsistent reBudtgurpose of this study waslarify the
mechanismhrough whictsocial miscondu&linked to performance. Building from

organizational misconduct literat(@eve etl., 201Pandinstitutional theory in sociology (Meyer

and Scott, 1983) and in strategy (Ingram and Silvermany2p0@)pse that the impact dcial

misconduct s hi ghly contextual; it depends on the

c

(0]

(

likei hood that <critical compani esdnpesfpamaneesé

penalize the company subjedteithe infringement.

Current results do not support the theoretical m8deial miscondudbesnot havea
statisticallypegativeeffect on the CAR of the company involved. This shows that investots do
think thatsocial misconduetould affect the bottonor top-line of the compani@svolved in this
study not even when the nor més i nfsalientijoselver,i s
there is a feeble effect (p<0.10)ldoal companies (i.e. those that are listbe WK). Given the
current lack of support of this analysis, we start by highlighting some empirical limitations of the

study before discussing its tcidution.
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5.1Limitations of the study
The main strength of this analysis is in its scope. Thanks to a novel operationalization, unlike
previous research, this study enalsigsstudy the impact gsbcal misconduccross industries,
nor ms® amdotbt ampani Eheréforethe lack of supporsof the Hypotheses is
somewhat surprisinglew reasons can be discussed.
First,given the dependent variable under investigaié{r, the results are limited to
listed companies. Its generalrato private companies is not clear. On one hand listed companies
are those that are subject to a greater scrutiny by the public opinion and greater pressure to conform
(Ahmalijian and Robison, 2003). Therefore, they should suffer a greater cost dodewekin
behaviors than private companies. On the other hand, given their size, listed companies are able to
amortize the effect of their misbehavinegeand they can have more resources to manage the
impact on their image. This would suggest thahgaei ofsocial miscondushould be greater
for private companies.
Second, the lack of supportloé hypothesesan be due to the idiosyncrasies of the setting
used in this atysis. Someone would argue that the lack of statistical supports isediaetthiat
in communication o0any publicity is good publ.
much money and effort to assure that advertising complies with a cthdesitnexplain the
support found for the other hypothegdso, therole of ASA is the recognized advertising
regulator of the UK. Even if it does not provide fines, its role is the one eéstatdithed and
respected sociebntrol agent.
In order to improve the robustness of the redultisre research can expémd study in
further directiond=irst, it can look at new benchmark for listed compdoresxample looking at
industry benchmark instead of the overall index of the stock nsmg&engdit canlook at different

way to measure financial performgaae ROI/ROA);or look at symbolic performance (such as
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reputatioror brand rankings). Finally, it would be very interesting to expand to private companies, if

data availability allows.

5.2 Contribution to Institutional Theory

Thisstudycontributego institutional theory, in particular to the literature that studies the
consequences of making deviant behaviors. A puzzle in this literature is to understand the
inconsistecy in the outcome of behaviors that break the norms of their environmentgiMeyer

Scott, 1983; Kraatz and Zajac, 1996; Miller and Chen, 1996; Deephouse, 1999; Smith, 2011). The
theoretical framework proposed here argues that part of this inconsistency can be explained by the
three elements. First, it is important to understarrjtiteeference group. In particular, it is

necessary to distinguish between the reference group versus whom the norms is violated (e.g. the
liberal art college in the case of Kraatz and Zajac, 1996) and the group that can impact the
performance of the cgrany (e.g. the students in Kraatz and Zajac, 1996). Second, it is important to
consider that social norms are open to different interpretability, while institutional theory has usually
considered norms a monolithic concept (Vergne, 2011). As literatore®suggest, when norms

are ambiguous less people will consider a certain behavior as deviant; in this case, no punishment
wi || occur (Becker, 1963). This ambiguity in
find positive effect of illegitate actions. What is considered a code violation, can indeed be
interpreted as the ability of a chef to master both codes (Durand et al., 2007); alternatively,
companies can use impression management technique to change the impredsadméet

consdered inappropriate actigrssactually justified under a different social value (Elsbach and

Sutton, 1992). Third, it is crucial to understand whether and to what extent the social actors that
affect compani esd per f or nyaubjectedtaviotatioh.inKaetl v t o p

different actors can agree on a violation, but they are not necessarily willing to punish the company.
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5.3Contribution to institution-based view of strategy

While the belief that institutions exert an important pressure on companies is not new (Coase, 1937,
North, 1990; Meyer and Rowan, 197§pitly recently that strategy scholars have tried to

integrate the institutional prospective in the strategyuiree(ingram and Silverman, 2002; Peng et

al., 2009; Ahuja and Yayavarama, 2011). So far, this literature has been criticized (Durand, 2012) to
be too unbalanced towards the economic approach of institutional theory (North, 1990) overlooking
the sociologial one (Suchman, 1995; Scott, 2008). As an example, in the last 30 years, many papers
have studied the impact of illegal actions, i.e. actions that break laws, on the CAR, but none have
tried to identify the marginal effecsotial miscondudte. of ations that deviate from the social
normative environment. Given the limited statistical supports to the hypothesis of this paper, more
studies are needed to understand whether, when and to what extent illegitimate actions harm (or
benefi t) coomanre This eauld bepkgredt interest to advance strategy research. Laws
are common to all companies and so are the costs of their infringements. To the contrary, social
norms are open to interpretability and the social cost of their violation agehetars among
companies; they depend on the companiesd soci
can maksocial misconduetithout incurring in the costs that their competitors will suffer.

Therefore, the normative environment can bmportant source of competitive advantage for

companies.
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CHAPTER 4: ESSAY3

SCANDALS ASSOCIAL DISTURBANCES ANDSTRATEGIC OPPORTUNITIES

NEWSPAPEREEVALUATIONS AFTERCALCIOPOLI®

Scandals asvents of severe social misconthattattract a disproportionate amount

of media and public attention. Given their dramatic tension and frequent occurrence,

scandals have long been investigated by sociologists and organizational scholars. One

of the main areas of research has been @rstadding the origins of scandals; why

they start, develop and finish. This leaves relatively unexplored the question of what

happens after a scandal. Previous literature has mainly focused on the consequential

effects on a scandal for the actors involesd attention has been given to the
consequences at society |l evel. This paper
di sturbancesdé that alter social evalwuation
that organizations can leverage. We focus onphetiof a scandal on media

evaluations. We investigate how journalists change their evaluations based on the social
characteristics of the actors under evaluation; the degree of interpretability of the

norms involved and the preferences of the readdre afddia outlet§Ve empirically

test our predictions on the scandal that affected the Italian soccer leagu in 2006
Calciopoidband find a gener al support of our hyp
of s btaghsiasugeferees are more contested tharstatusones- and

increases the disagreement among media outlets. This paper contributes to scandal,
organizational and strategy literature; moreover, it is one of the first studies in this

literature to relax the assution thathe media is a homogenous audience.

8 This essay is under devebent and intended to be a jaintlaboration wit Rodolphe Durand and Joe
PoracHoweverthe current version of the chapter has been entirely written by Marco Clemente, including
the coding and the analysis.
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1 INTRODUCTION

Scandals are ubiquitous social phenaatemy age in history. It is difficult to think of a society

that has not suffered scandals. Scandals can have disastrous impact on the act@lsrisgolved

2006), their affilimmns(Pontikes, Negro and Rao, 2010), even on the country wherctiresd

(Weeber, 2008). More importantly, as normative and moral events, scandals can influence the culture
and history of a nation; they can become tuat@vents of the collective society to reinforce or
transform norms, like in the caséhef Impressionists (Adut, 2008). However, most of the literature

on scandals has focused on the antecedexgsarfdal, on understanding which conditions

facilitae or prevent scandals to blow out (Thomson, 2000). One of the most recent new theories on
scandals is the one by Adut (2005, 2008) wha Bbawscandals are the results of the social

interaction among the actors who try to leverage thesetevleaitsadvantage. While the same

Adut (2005, 2008) incidentally talks about what happens after the scandal, hiethsery is

mainly orunderstanding’hy a scandal blows out and on the moral consequences of a scandal. In
general, less attention in the scditdedture, antroadlyin the literature oarganizational

misconduct (Greve, Palmer and Pozner, 28d9peen given to the social and strategic

consequences that scandals produce.

Already Thomson (2000) proposes a social theory of scandal tiodiltrieis gap. He
identifies four the@ninsequfencseandalog.y okFi fotr, w
events that have consequences only for the actors involved in the scandal, but they are
inconsequential for the overall society. Sedored,t0 f uncti onal i st theory of
events of social palingenesis that society needs to ribaftiotiective identityAccording to the
third theorydt he ot r i vi @ $candatshaveono actudl eonsequasuecasjalare
orchesrated by the elite class to entertain the mass and distract the public from substantive events;

To the contranthe fourth approachot he subver si odfociséserothey of scan
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intentionality of the popular préssuch as tabloidsto createandals in order to give voice to the
opeopled and-bdbbash (The mgower 2 0thBe(previohsditératyre I n
Thomson proposes a new theory according to wh
which reputationandurst ar e at stakedé (Thomson, 2000). S
the politicians and undermine the trust that exists between the public and the political class.
However, while Thomson refers to the social consequences of thelsisémetalyis very
focused on the political arena and exclusively to the idea of reputation and trust.

Building on Thomsonds (2000) insight, we e
scandals can affect the social evaluation of different members of an &dilEndeut stresses
the role of scandals as omor al dsodatdisturbaaces e s 0
which can open ugirategapportunities some actors. Given that evaluations are specific to a
certain audience (Bitektinel 20Greve et al., 2010), we focus on one audiémemedia, and in
particular newspapers and journalisis.media haea pivotal role in scandal formation (as a blow
whistler), but its role is also crucial during and after the scandal as it kflepscing the public
opinion. Newspapers monitor the behaviors of social actors (Greve et al. 2010) and can decide
which of them are salient, (worthy to be reported to the overall public) and, among them, which of
them should be contestéidis not a surise that the overall level of public attention and control
increases after misbehaviors (Desai, 2011; Zavyalova et al. 2012; Jerasia, 230H)the
number of episodes contested (our dependent variable) increase after a scandat.islalgever,
evident that this increase does not affect evenly all the actors involved and all types of behaviors. We
propose that this heterogeneity is affected by three main elements: first, the social characteristics of
the actors under evaluatisacondthedifferentdegresof interpretabilitypf thenorms involved

andthird, ther e a d e rofeéch af thesmedia outlets.
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While in normal conditions higtatus actors have an advantage (Merton, 1968) and new
actors suffer a liability of newness, incand ons of o0di st urdsierWwees b we p
hypothesize that higitatus membegsversudow-statusonesd experience a greater contestation
after a scandal as they lose their moral licensing (Polman, Pettit and Wiesenfeld [ROHiB)IT his
statubappens together with advantagenewnegscandal benefits new actors as they can easily
attest their extraneousness to the scandal. Both effects should be stronger for acemsotieat
ambiguous as thsave more latitude to the intetationversus the cases in whichims can be
assessed with concrete evid¢Beeker, 1963; Dubois, 2003). Finally, we propose thantber
of episodes contestddpend on the specific motives of e@aelia outletdNewspapers are
companies that sertheir readers, therefore they might face a conflict when trying to report or
contesepisodethat can please or hurt their read&esexpect the level of contestation to be
di fferent among the newspapewllsseaadalaffectthE ng t o t
heterogeneity? The traditional argument in the previous literature is that scandals should produce a
great amount of normative convergence. As for
actors to taktheirdistance fromhte scandal s t o avoid ocontaminat
triggers normalization of what is acceptable or not, thus decreasing the divergence among the
perspectives of the members of an audience.

We challenge this perspective and propose that scandadwe the effect of stratifyan
audiencenamely making the members of an audience more in disagreement in their. &tatiation
is possible whetwo conditions are met. Firgte audienc@eeds to be alreasggmented into rigid
factionsbefore he scandasecondthe scandal needs to contaminate one specific faction more than
the othersln thissituation the scandal has the effect of increasing the damiengthe differer
segments of an audience and create a phenomen

O06 Gor ma n ,dleNéu®ahn 1PN Westphal and Bednar, 2005)iti@eases the
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divergences among the different segments of the au@ilea@an be levagad by media outlets
which can use scandals as a strategic opportunity to increase the loyalty of their readers and augment
their differentiation viaviswith their competitors. lapolitical context, one can think of left vs.
right groups, in managégantext on the rivalry when the market is segmeetederonly 2 or
few companies (Apple users vs. Galaxy users,
there is rivalry among different clubs.

We test our hypotheses in the scandal n@aletbpoli, which affected the Italian Serie A in
2006, and look on how it affected the evaluation of the three main Italian sport dailies, Corriere
dello Spor{Corriere hereafteipazzetta dello Sp¢bazzetta hereaftempd Tuttosport. The day
afteramatch, each newspaper evaluates the decisions of the referee in a special column called
OMoviolad. The three newspapers have their he
Turin), which also represent their major share of their readéref Eam has two local teams,
namely teams that play in the city where they have the head®ararand Lazio for Corriere;
Milan and Inter for Gazzetta; Juventus and Torino for Tuttosport. We look at how the contestation
of the referees (number giigodes contested in a match) is affected by the scandal. In support of
our hypothesis, we find that the scandaisase the contestation for hajhtus referees more than
low-statusones (liability of status). Also, we find that the variance in aboelséfore and after
the scandal only affects the episodes for which the referee has higher latitude to decide (yellow and
red cards, penalty, fouls) than those that are more objectively assessed (offside calls). Instead, we do
not find sdppaot tagto eftterahe scandsew eférees are not less
contested than before. Finally, we do find thatuher of the episodes contestegend on the
identity of the team. Newspapers report more contested episodesrand arelisagreemefor
matches that exhibit local teams. This is due to the fact that each newspaper is more likely to report

episodes that put the local teams under a goo(tdignees make mistakes against the local team)
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After the scandal, both the contestationcasagreement increase. Therefore, the scandal did

stratify the media outlets, at least in the period of social disturbance that happens after a scandal.

2CALCI OPOLI AS A oDI SRUPTI VE PUBLICITY OF A T
Under many aspects, Calciopoli seetns soprototype of the model of scandal proposed by Adut
(2005, 2008). According to Adut, scandal i's a
identifies four necessary elements for a scandal to Bapp&ansgressiothe publicizerthe

public andhighstatusactors. However, these elements are not sufficient to give rise to a scandal,

three more processes are needed: publicity, contamination and provocation. We look at each

element and process as it appeared in Calciopoli.

2.1 The elements fba scandal
2.1.1 Theansgression
Adut identifies the transgression, either real or alleged, as the base of a scandal. However, a
transgression is not a sufficient condition; there are many transgressions (even severe ones) that do
not originate a scaridbndeed, it isnly when théransgression is publicized that a scandal may rise.
For exampl e, Oscar Wi |llahghéfaeOscar Widds gooditidal andwas wa s
convicted And Oscar Wilde was among miaigirstatusactors that were suspet or known to
be homosexual. However, it is only when it became of public knowledge through the libel trial that
the scandddlew out(Adut 2005). Similarly, illegal party financing in tdlifi@nce and sexual
misconducin USA were carried out for years previous the wave of scandals in the 1990s.

In Calciopoli, allegations of misbehaviors were around much before the season under
investigation 2004/2005. Moggi became general director of Juventus in 1994, nomihated by t

managing director Antonio Giraudo. At that time, Moggi had more than 20 years in the football
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arena covering different roles for important Italian teams such as Roma, Lazio, Napoli and Torino

He stayed in this position until May 2006, when he refitjoethg the scandal that saw him as

one of the main protagonists. These 12 years were the most successful of his career, and one of the
most successful cycles in the history of European football. Juverttus Madian championship

( 0 s c ud e tan)dtimeqihoughl, tivaawere revokafter the scandalfl Cup of Italy, 4

Supercups of Italy, 1 Champions League, 1 Intercontinental Cup, 1 Supercup UEFA, 1 Intertoto

Cup. Besides, Juventus played 2 final matches of the Cup of Italy, 3 of Champeasad. &éaqf

Cup of UEFA. This was the period known as the
Giraudo and Roberto Bettegae Juventus viggesident. However, some people had the feelings

that these victories were not achieved exclusnttlgf i el d, but oOoutside the
kick off: fromthed o pi ng, dr ug adlaprecess on[dapingiretimetl208s] bhtalso

from the capillary control on referees, playe
journalistsandvee n on the directors of" LadahoeMoggihhsubs 6 (T
been accuseait bangat the center of this system, &lsoausais son, Alessandro Moggi, was the

director of GEA, a leading society for agents of footBall@using the dminal process, Narducci,

the public prosecutor, mentions that the 0Mog
period just after the appointment, in 1999, of the two administrators who select the referees, Paolo
Bergamo and Pierluigi Pairettdy o wer e still active in the seas

32). In particular, Narducci refers to the match Juv@Rtusna 1 in the season 1999/2000,

9 Moggi staed his career as a talent sémuJuventus in the early 197sfore he was a football player for few years
andworked for the Italian train monopoly company.

10 Stefano Travaglio is one of the most known investigative josiméiéy. He is famous for his book calied a

Cast ao ( owhérehe @emaunceddhe privileges of the Italian politanalfier being a regular guest in many

Italian programs dealing with polidcsl scandals. Travaglio is also a Juventus supporter.

11These included many songnfinentpeople in the Italian society and sport. Chiara Geronzi, journalist of Tg5 and

son of Cesardanker in Capitalia; Giuseppe De Mita, son of the democratic political Ciriaco; Francesca Tanzi, daughter
of banker Calisto, ex managing director of Parma; Andrea Cragnotti, son of the bankemnSarggnegxirector of

Lazio; Davide Lippi, son of kzllo, ex coach of Juventus and at the time coach of the Italian national team; Riccardo
Calleri, son of Gianmarco, ex president of Lazio and Torino (Travaglio 2012).
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where the referee Massimo De Santis (who is the leading accused referee in the @aleaopoli) re
a regular goal to Parma dt 80nute. This gave an enormous advantage to Juventus as this was the
second to last match of the sed8dn.

Italian football has assisted many scandals in its history, as early as 1927, when Torino was
accusedf havingoribed Luigi Alemmandi, the lateral defense of Juventus, in order to win the derby
Torino-Juventus played on tHeJine 1927 In more recent years, two big scandals, in 1980 and in
1986, involved clubs of Serie A and SeméniBh weréound guiltyof arrangng matches in order
to benefit from bets (in Italian these two sc
0 T ot o' elaweveér, Calciopoli was differfrom these other scandals. It was not aimed to
bribe some players to counterfeit specificheatin order to make money out of the betting
systems (or other short term outcomes). Calciopoliwas dsfinad sy st e midaringc or r upt i
the trial., Narducci refers to it wifwhicha term
waspresidedy Moggi and incledireferees, directors of the football associations and journalists.

This Cupola was accusddnfluenéngthe regular execution of the Italian championship.

The beneficiaries of this system were Juventus and the teams asghdiafdteverdict

of thesporttrial penalizeduventus, Lazio, Fiorentina, Reggina and Milan. Juventus was the only

team that was relegated to the lower division (Serie B). Lazio, Fiorentina and Reggina were accused

HoweverJuventus ended up losing the championship in favor of Lazio. For Prioieses thue to the incredible

public disapproval and buzz that this clear mistake created.

130f course, these are only allegations and are not proved misconduct. An opposing interpretation is that managers of

the losing teams used these allegations tg fbsiiffailures and that supporters found a way to express their

di ssatisfaction (libro veritad su Calciopoli, Il ocation
14he amount fobribing was 50,000 lire (corresponding to 28 $ in face Valig) won the match, indeed. However,

Allemandi ws.one of the best players in the field. Therefore, the director of Torino, Nani, who tried to bribe him,

refused to pay the balance of the sum (25,000 lire). Allemandi complained to him. The journalist Renato Farminelli who
was sleeping in the same boardnhouse over heard this discussion. Far mine
Dani marcadé that gave start to an investigation from thi
the investigators found a broken letter where Aderdimvas demanding the balance of the bribe. The scudetto of

Torino was revoked and Allemandi was interdicted from playing for many years.

15which comes from the fusion of Totocalcio, the name of the football bet contest managed by the Italian State

Monopoy , and the word oOonerod6, which is the Italian for bl
16The term Cupola in Italian is usually associated to the Mafia Commission.
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of havingoeen favored by Moggi and déssociates for few specific matches. While Milaalssas
foundguiltyof havingdirect contacts witthereferees and theo administrators Pairetto and
Bergamo; a behavior similar to the one of Moggi, but les®desgpand systematic. Lazio,
Fiorentina, Reggina and Milan were penalized butéheyot relegate8imilar charges were
moved during the criminal process. Adiogrto the prosecution, Moggi and his associates were
able to maneuver the appointment of referees (done through a complicated system of grids and
extractions), in order to have ofriendlyo ref
hadan ongoing and constant relationship with the two administvatossleadreferees, Pairetto
and Bergamo. In the season 2004/2005, the referees were assigned through the following procedure.
The matches of Serie A and Serie B were divided into iiseé gB and C (in decreasing order of
importance). The appointment of a match to a given grid was at the discretion of the two
administrators, Pairetto and Bergamo, and it was based on its importance and complexity. Similarly,
referees were divided itibe three grids, based on their qualityn@gataimomentum. Grid A
consisted of the most important matches and the best referees of the moment, grid C the least. After
the appointment was made, the two administrators edtetdomly matches and refergene
administrator extracted a ball containing a match on a given grid and the other administrator
extracted the ball containing a referee in the corresponding grid). The prosecution reports the
following tapping between Moggi and Bergamo used by skeuioy as evidence that Moggi was
able to influence the creation of the grids (and maybe even the final extraction). Moggi, the
managerial director of Juventus, and Bergamo, one of the two administrators who assign referees,
talk about which teams ancereks assign to grid A:

Moggi : Let me take a noteé. |l JHRomked at it

Bergamo: Yes

Moggi: Juventdddinese

Bergamo: Yes

Moggi: Regginislilan
Bergamo: Yes
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Moggi: Fiorentin®@ ar ma, whi ch needs -Messiabe put here ¢é
Bergamo: Yes

Mogagi : | chose 5 matches, -Messinaseemstobeoul d be
guite Iimportantéit seems.

Bergamo: Yes, then there is also Liv@ampdoria, that in the previous match was

a messéanyway, go on, this does not change
Mogagi : There are téthere are two teamsélLlLi
quid

Ber gamo: Hence, go onéanyway this changes
want ébut | do not have manydopueferees for g

Moggi: 6 dut Bertin

Bergamo: Uhm

Moggi: Paparesta who comes back

Bergamo: No, Paparesta is not back by then

Moggi He comes back on Friday

Bergamo: Are you sure?

Moggi: Sure

Bergamo: But Gigi [Pairetto, the other administrator] told me that he has a
commitment with the Uefahe European Football Association] and he will be out

until the 12

Moggi: And he told youé and the 12 is what
Bergamo: Saturday

Mogagi : He comes back on Friday nighteé Bert
Racal butoél also put Teombeds nwi,t hbulta ZTioamlo | ¢
know if it is right to put him hereéei.e.,

Bergamo: Uhm

Moggi: And these were the referees that |

Bergamo: and what about Rodomonti instead

Moggi:Rodomonti instead of Tombolini, it can work
Bergamo: Ok, so we did the same, asamsi e e é
Moggi: | think this can be a grid

Bergamo: Rather, | do not haveéPaparesta.
Trefol oni éand si ncer edhymstoppediobardundn i Il want e
because he made a mistakeéotherwise, you n

The actual grid A on the 11 February 2005 was in line with this discussion. The matches assigned to
grid A were indeed: FiorentiRarma, InteRoma, Juventdddinese, Regguhilan, Siena

Messina. The referees assigned to grid A were: Bertini, Paparesta, Racalbuto, Rodomonti and
TrefoloniThe ofriendlydé referees were supposed to
First, referees woulte yellow and red cards to send out a player, so that this would miss the next

game (e.g. these may have happened with the players Pinzi, Muntari, Di Michele and Jankuloski in
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UdineseBrescia, which missed the following game with JuVer8asond, refees ofinesmen

could use a behavior aimed to favor the teams during the match. For example, in case of doubtful
decision, the referees andlthesmerwould choseto givethe advantage to Juventus or to its
associated teams. As the prosecutor pointedral the sentence éfgrade sanctioned, it is

important to note that the influence of a referee is not only in big decisions, but also in its attitude
during the match This can be more subtle and difficult to recognize, but eventually very

influental.

What was the advantage of the referees to be part of the system? According to the
prosecutor, the referees were pushed to comply because of four mechanisms. First, Moggi was able
to influence the career of the referees. By being appointed forttimpoaant matches, referees
could gain visibility and experience, thus being more likely to be chosen by the European and
Worldwide Football Association, respectively UEFA and FIFA, for international matches.
International matches are very prestigioubdareferees and are well paid.

Secongdthe formal assessment of the referee could be influenced. At the end of the match,
the referee was given a grade on his performance. Besides, doubtful situations were then reviewed
during the weekly meetings Haldhe two administrators in the presence of all the referees. During
the trial Nucini, a referee of Serie A at the time and one of the mairsatthiséupola, testified
t hat refereesd mi st,laakedaontheteamevhishsadianmgeaea di f f er e
disadvantaged. In particular, mistakes against Juventus were magnified and the corresponding
referees were publicly shamed, even if the mistake was debatable. Similar mistakes, which were in
favor of Juventus, were dismissed ortiaddess p®lties (NucinR009. Penalties include the

suspension of the referees for a given number of weeks.

17UdineseJuventus @1 played in Udine on 3th October 2004
18As an example, a referee could give few yellow cplageis within the first minutes, thus conditioning the rest of
the match. Moreover, he can be stricter in some decisions.
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Third, refereesd medi a r epofinfuenengtme medias af f e
i mage of the referees in popwWwBliarcaT\dipr qrTams T
Bi scardi 6, hosted by the presenter Al do Bi sca
many TV programs that talk about soccer and r
Bi scardi 6 was omeofdhe guestBaladas, was Fheesfiecea and wa®in charge
of the assessment of the referees during the program. In one tapping, Moggi and Baldas talk about
one refereeds decision in favor of Juventus t
Baldas: Trezegueas in a clear offside
Moggi: The referee needs to be acquitted
Baldas: | f you say so0oé though, | meanéit i
Moggi: You need to shorten the 50 cm. They need to become 20!
In addition in Italy, soccer, politics and business are very interawglies that lead the
Italian politics or econonayvn the major teamBamily Agnelli, the owner of FIAT (the leading
Italian automotive company), is the owner of Juventus; Silvio Bertuseooinner of Milan and
Massimo Moratti, the president and owner of @arasportant public company in the energy
industry, is the proprietor of Inter. Most other teams in Serie A and Serie B are owned by families
that run rich and influential busiees in Italy or worldwide. In some tappitiggre were allusions
to gifts that some of the teams (Juventus, Milan, Inter) could give to referees or to the
administrators. In others, there were allegations to the fact that the directors of the thawecould
helped the referees in their own business. Indeed, in Italy, refereespaoéessionals and they
have a profession (e.g. attorneys) in paralle
allegations, no evidenweasfound during the trialon direct favors that Moggi or other managers
could have given to referees.
One of the most controversial aspect of th

phone cardso. Moggi was accused ( anadgoft hi s was
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havinggiven Swiss phone cards to administrators and referees. Many conversations were assumed to
happen on t hese 0ot heirmbre difficoitdoeknos the edntitee r e f or e ma
conversations carried among the actors involved. jMsiffged the usage of these phone cards

because he was afraid that he was under industrial espionage by Inter. Indeed, Inter had relationship
with Telecom ltalia, the Italian leading telecommunication company that used to be owned by the
state. Another il proved (sentence dfdrade) that Inter had the ability to spy footballers. In 2012

Inter was sanctioned to pay 1 million Euro to Christian Vieri because it asked Telecom lItalia to
secretly tap him in 1999 and between-2002. Christian Vieri wato@g highpaid striker of Inter

at that period, known for having a worldly lifestyle; the Inter direction wanted to understand why his

performance fell during that period.

2.1.ZThe pblicizer

Scandals are often the scenario of a power battle betweewlagtgain an advantage by the status

guo and those who are dissatisfied with it. This dissatisfaction was among the causes of Calciopoli.
Calciopoli started from an investigation célfésiddy the tribunal of Naples. The original aim of

the investigtion was about presumed rigged matches in Serie A and Serie B in October 2004 (the
usual betting scandal). Two months before, the tribunal of Turin had started an independent
investigation with phone tapping on three of the people, who were involegaratéss later:

Luciano Moggi, Antonio Giraudo and Pierluigi Pairetto. Independently, the tribunal of Naples kept
on doing phone tapping for the entire season 2004/2005 and covered additional actors, such as the
President of AIA Tullio Lanese, the VicesRtent of the Italian Football Federation Innocenzo

Mazzini and the referee Massimo De Santis. The interrogatories started in May 2006 (after the first
phone tapping and indiscretion leaked into the newspapers). At that time, part of the investigation

of Turin were mergedith the one of Naples, while the rest, the ones relative to the investigation of
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GEA (thecompanynanaged by Alessandro Moggi on theageais of the players) became subject
of another trial that took place in Rome (Narducci, 2012 §).31,3

According to Maurilio Prioreschi, the defensive attorney of Luciano Moggi, the investigation
of the tribunal of Turin had an anonymous informer, Franco Baldini, who at that time was manager
of Rome and presumably an antagonist of Luciano Moggi.iAgd¢orthe defense, Franco Baldini
was about to be substituted in his role by the son of Moggi, Alessandro. Therefore, Baldini started a
campaign to attack the power of Moggi. As evidence, Prioreschi brings one of phone tapping where
Baldiniwas talkingtonnocenzo Mazzi ni and mentioned that
(trigger abig changein the Italian soccer power systerhere wasimilar discontent among the
referees and the directors of the teams who believed they were unfairly pettedikéabloy
system. The referee Nucini, as mentioned befasene of the main accusers in the trial and
broughtsufficientevidence.

Therefore, the transgression was discof@réso reasondg-irst, there was some chance
involved: the authorities vwdpbokingata different type of crinteillegal bettingjowever they
eventually discover tilsigstemSecondinsiders in the soccer field seemed to help the authorities to

unveil the misconduct because they were dissatisfied with the current pdwiemnaquil

2.1.3The pblic

The public is the last key elemerg scandal; without a public a scandal does not blow out or it
extinguishes quickligiven the importance of soccer in Italy and the interest around it, the public of
Calciopoli was obvious yéarge Moreover, Calciopdtartedone month before the World Gup

this created even more buzz araurithen this scandal was not about rigging specific matches to
win money with sport bettingwas a scandal about the overall soccer system ahdpy®ned

in the bacloffice which is usually kept secret to the majority of people and surrounded by a kind of

118



CHAPTER4

mystery. Finally, it regards refereesd mistak
among friends on Mondays at the bar. One ohti® interesting counterintuitive idea in the

Adut s model i s that a scandal may not occur
itself. This was actually true for the supporters of Juventus, which is the most successful team in the
Italiansoccer. One can imagine that Juventus supporters would have preferred not to have

Calciopoli and presumably they would have tried to prefvent happening they could have

had. However, Juventus is also one of the most hated team by the faotherf thebs.

Therefore, for all the supporters of the other teams, Calciopoli was a way both to amuse themselves

and a revender many years of alleged disfavors by the referees.

2.1.4Highstatuactors
The presence tighstatusactors is a hecessaopndition for a scandal to ocddigh-statusactors
are necessary because they both attract visibility and are the symbols of the norms and values of
society. So, their transgressare both more visible (Graffin et al., 2012) and are seen as challenge
to the core values of society (like in the case of Oscar Wilde). While it is usually the case that the
actors who make a transgressiomigtrestatusit works as well if the pubtier ishigh-status For
example, a transgression made by common people can scale up to a $eghdtdtiigournal
publistesit. Usually, these specific cases are used as examples of widespread transgression that
happeron a large scadwhich hae been ignored or kept secret.

In Calciopoli, the main actors involved, Moggi and Juventus were the highlestsor
among the highest actors, in the soccer field; both because of their power and because of their
history of success. This even witlomunsidering that the scandals involved other prominent teams

such as Milan, Lazio and Fiorentina, together with their well known directors. Finally, all the major
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Italian newspapers could not lose the possibility of following the scandal once thefasbm

leaked.

A transgression, a publicizer, a publichagtestatusactors are four necessary elements to give

origins to a scandal. However, none of them is sufficient. Many severe transgressions are carried on
for along time before they createcandal, if evdn many casekjghstatusactors are more likely

to commitseverdransgressior{&raffin et al., 2013), bligh-statusactors are also able to keep

themsecret thanks powerful networlkof acquaintances Accor di ng atsecanddldut ds |
a o0disruptive publicity of a transgressiono t
participants driven by contamination and provoc&mrpublicity, contamination and provocation

are the three necessary processes for a soanmiiginiteWe discuss and apply these three

processes in our setting.

2.2 The processes of a scandal

2.2.1 Publicity

At the beginning, the tappidges noseem to showng crime. The public attorney Raffaello
Guariniello dismissed his investigatioruimn in July 2005 as he believed tvasmot enough

evidence for criminal behavior to justify more tapdegecognized that the behavi@asdeeply
inappropriatebutnot illegal. The Italian Football federation was given these files, but they were
kept secresomeone sébecause they woutdveliked to prevent a scandal to blow out before the
World Cup started in the summer. However, in May 2006 information leaked into the major Italian
newspaperfepubblica was the first one to publish thenfaws, followed by Gazzetta, Corriere,
Tuttosport and others. Media helped to diffuse the information and the tapping addedtdrama to

Il n Adutds term, the events and the alleged tr
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stage, no actors couldghthe people involved without running themselves the risk of being
contaminated by the scandal. The Italian Football Federation (FIG&)arpvestigation. The
tribunal of Naples, which was running a parallel investigation, acquired the fileghohtdeof
Turin and began the first public interrogation. From this moment on, there was an escalation of
news (real or alleged).

Evenif it is not necessary, many scandals, especially big ones, are often given names (such as
Wat ergat e, Se xgraaretés .t e neapm sode o0a high 1 evel
if not magnifies, collective focusd (p. 74).
connectivity of an audience (Cattani et al. 2008). The original nickname of thegstigagion
wasOffsidgbut soon after the first tapping was made public, the press started to call it €alciopoli
name that evoked Tangentopoli, the scandal that put an end to a generation of Italian politicians in
1992. The presence of tappingaeased the drama of the scandal. The direct access of information
about what was happening in the back office of this sacred and celebrative world was one of the key
factors that created the scandal. Phone tapping is a key element in the escalatas iof thean
modern age (see for example the Watergate scandal). Even if they were aimed to be confidential,
newspapers competed in trying to access the last phone tapping. The leakage of information reached
its apex with the publication of two books bytleee k| y magazi ne LOEspresso
del calcio6 (0The black book of socceré), and

which reported the integral transcriptions of many conversations affbgetiese two books

YEtymologicallp Ci ty of Calciodé, from Calcio=football and Poli
major scandalint al i an hi story, Tangentopoli, that involved ki
Italy in the 1990s (the scandal broke out in 1992) that signed the end of the Second Republic, reformed the political

scenario in Italy and opertbe opportunity to the climbing of Berlusconi in the Italian poBticse people referred

C

to Calciopoli also as oOoOMoggiopolié, given the |l eading |
was used much less than Calciopoli, 2,188,v97 articles in Italian news sources (Factiva from 1 May 2006 to 1 July
2013).

20The leakage of this information is illegadtiibunal of Rome opened an investigation, which was later dismissed
without having found the people guilty.
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were pubshed on 22 May and 29May, thanks to thengveryone could accésshe phone
tapping either by reading them on the newspapers or by listening to them on Internet.

At this stage, theerdictof the public opinion evolved much faster than the sport and legal
justices. Prioreschi, the defensive attorney
been tapped and published on the books of Espresso was considered a defensigsageantence
certified crime; if not, this was interpretegl@disinie c qu i t t al , a ki nidg of God02ad
youd. (Pr i o-249)sThib Ggommod Kndwtedge &ak tacilitated by the nickname
Calciopoli and the direct exposure of a selected nafiifeme tapping. To some observers, it
seems that this common knowledge was even able to condition the decision of the sport justice
(Prioreschi 2012). One of the judges of the Court of Federal Appeal MaAB)Seri@ in an
interview (27 July 2006pmmented on the judgment that was done Bdut$ 2006 (bold added):

We tried to interpret@ollective feeling we tried to hear the common people and tried

to put ourselves on the same waveleéhgth
The role of the media did not finish with the termination of the sport trial (O&@beember
2006), but itvasalso crucial during the penal trial (2006 and still on in 2012). In fact, one of the
lines of defense of the attorney of Moggi consistld proof that the relationship between Moggi
and the two administrators was-eaolusive (Prioreschi, 2012; Nu@@Q9*. This strategy was
both suggested and limited by the fact that only between 900 and 3,000 phone tapping out of 171
thousands wereanscribed by the police. A turning point in the process was the discovery of calls
between Bergamo, the administrator who assigned the referees, and Facchinetti, who at that time
was the President of Inter (the team that came out with the main advamt&gddiopoli). These

new phone tapping were used by the defensive attorneys of Moggi to try to shift the public opinion

2ihttp://ricerca.repubblica.it/repubblica/archivio/repubblica/2006/07/27/sahpatichelagentevolevacosi.html
22 strategy that Travaglio (2012:23)al® si f a(ceevaenr yaieg iddi d t he sameod) .
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in favor of Juventus and against Inter. They were published in April 2010, which corresponded to a
revival in media and public attem on Calciopoli (see Figude Fhese tapping gave origin to
another investigation, called Calciopoli 2, which lasted 15 months (it terminates in July 2011) but

that was eventually dismiskedause the presumed miscondassubjected to prescription.

Figure 5 - Timeline of Calciopoli until today including the main trials (1 sport and 3 criminal)
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Finally, it is nosurprising that each the two main protagonists of the penal prosecution, the public
attorney Giuseppe Narducci and the defensive attorney Maurilio Prioreschi, published a book in

2012 (Prioreschi, 2012; Narducci, 2012) to inform the public opinioroofjthéstory of the

process of Calciopoli. ThelLbouokrafsNa+tTdhemdbébc( 0oL

True Storyé6é), while the odEubfaPrdaresahverbst
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(030 i mthemnte fOtehledr Truth on Calciopoli)dé, whi
won by Juventus including the 2 that were revoked for Caitidpelimedia arena seemed to be

an important element in both the sport and trial processes.

2.2.2 Contamination
When asandablowsout, it diffuses and contaminates different actors and audiences that it
touches. Not necessathose that are directly involved. Calcidadibeen maindyscandal of
Juventus and Moggi. Anything that was negatively linked to Juvemhgsrizesworthy. For
example, Michele Padovano, an ex footballer, was under investigatibe @hfbiat of hashish. In
the press, this episode was presented as the
played with many other teamsdesiJuventus. Also, Calciopoli contaminated the current@layers
Juventusvho were about to start the World Cup competition in Germany (World Cup that was won
by Italy with 6 players of Juventus playing thariaial). Some people even proposed thay th
should have been dismissed from the national team. In particular, the Juventus goalkeeper Gianluigi
Buffon came under investigation for illegal bets in the samé*pelagdi was one of the main
targets of the media. A neologism was even céaathtly g o pdarid thé perception was that
anything linked to himwas subject o medi a | eprosyd6 (Prioreschi,
prevented fronparticipaingin the Italian delegation for the World Cup.

Second, as expected, it contaminated the refdreesferee Massimo De Santis and the
linesmerivaldi and Griselli were preventeam participangin the World Cup (Ivaldi and Griselli

were acquitted later). The same happened to-#uenaxistrators who appointed refeees

2The sentencewas30 sul campob
24This trial washien dismissed, but it generated much media clamor at tienérfect that Buffon was a player of
Juventus did not help if it were not a worsening factor indeed.
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Bergamo and Pairetto. &y, the president of the Italian Referees Assodatidhio Lanesé
voluntaily resigned.

Third, Calciopoli contaminated the directors of the Italian Football Feddfé@ah Its
president, Franco Carraro, resigned at the very beginningoairttial on"8May.Instead, a
special commissioner was appoitdestipervise the sport trial. The faes thathe FIGC was
afraid to be contaminated more and tried toitakstance from the scandal. The sentence reported
above 0 We t r i ed a doliectivie fe¢liegr we tried to hear the common people and tried to
put our sel ves o0 Rsuggésted thabtimairegtaaswokthe &1GQ didndt want to
attract public disapproval to themselVesnany people, the penalties afflictedwentus were
considered much more severe than the ones of the other teams given the evidasaeditetile
at the time (Pasta and Sir@00Q7.

Fourth, it contaminated the supporters of the teams, in particular those of Juventus. While
before being duventus fan was a pride, it became a stigma after the scandal. The fans of the other

teams could take years of revenge of alleged unfairness.

2.2.3 Provocation

Provocation is another important processhékgis fueh scandal, especially provocati@pumblic

sphere. The attitude of being over the rules, the impresbeinguntouchable triggers a similar

public disapprovahorethan the transgression itself. As an example, Adut (2005) mentioned Oscar
Wilde. Had Oscar Wilde not shown up in théwiih the white horses or had not defend himself

with the attitude that he could alaything maybéistrial would have ended differently (Adut,

2005). In the tapping, Moggi seemed more provocative than the other team directors involved in the
trial (e.gMeani of Milan and Facchinetti of Inter). Indeed, Moggi was considered maybe one of the

most hated directein soccer, despite (or maybe becadi$ey success. This could explain the fact
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that both Juventus and the FI@&ve the impressiom havdeweragedhis scandal to kidkoggi
outfromt he |1 talian soccer scene. Prioreschi ment i
because he was the best 6. Whmahypeopl®thoughtheway o n e
unpleasant and arrogdfir example, the referee Nardpecovides one example that says a lot on

the attitude and the perception that MoggiBbadng the trialNarducci talkdabout the meeting

he hachadwith a manager of the team Reggina, who was consideretMang ajrier@gbold

added):
[the manager of Reggisajd that he would have arranged for meléonore
mat ches in Serie A through his man [ Moggi ]
the message, but for theldness my God. I mewath25yedrs am a r ef e
of professionél refereed in all the fields

ri sked to be beat éAnaawhdtells methahhewik it comes

arrange for me to referee in Serie A! But, can you understand this? Can you

understand thtd mean, | have risked my life on the worst fieldén Campania,

Calabria and Sicily, | finally arrive to Serie A because | thought | deserved

and a person comes and tells me that he will arrange for me to referee in Serie

A?This person is not the admiragor of the referees, the president of the FIGC,

but he is the manageradkam.
2.3 End of a scandal
According to Adutds theory, aing Eigureslaoivsteend s wh
media articles that mention Calciopoli in the Italian press, as a proxy for the media and public
interest around the scandal. As every scandal there is a decreasing interest over time until April 2010
where there was a clear revival (Calc®pdlhere were two main trials, the sport trial and the
criminal trial. While the sport trial terminated in December 2006, the criminal trial is still on (in Italy
trials haeup to 4 grade of judgment). Apart those two, there were other many critsinelbtieal

somewhat to Calciopoli. Figirghows the entire criminal trials involved that stemmed from

Calciopoli and their timeline.
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Figure 6 - Timeline Calciopod until the end of the Sport Trial
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Figure 7 - Timeline with all the trials that stemmed from Calciopoli, both sport and criminal
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Finally, as predicted by Adutds theory, scand
regularly in the history of Italian soccer, it actually seamsetaceleratesignificantly after

CalciopoliFigureB reports the main scandals in Italian soccer in the last 30 years.

Figure 8 - Timeline of Italian soccer scandals since 1980s
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3 CALCIOPOLI AS 0SOCI AL DI STURBANCEO OPRORTUNIBYTORATEGI
3.1N e ws p abpvaluatwoids

Il n Adut themediadaka pivptal role because it creates common knovattigeevent

Given thathe media repog transgression, none can pretend that he or she is not aware of that. In
different termshemedia increase the cewctivity among people and facilitate their consensus

(Cattani et al, 2008); otherwise people will act as individuals ignoring what the other people know or
think. This phenomenon is coherent within a more general theory of media known as agenda setting
theory (McCombs and Shaw, 1972), which has a long tradition in mass communication literature.
According to McCombs and his colleaghesnedia haethe power to align its agenda to the one

of the public by increasing the saliency of some topics and pleetpar®n those topics. As a
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resultthemediaarea key source for people to know what the collective society think,thelping
creatavhat communicationisclopl ai-Keandeari| ¥ el d eas 0 pu
Therefore, the evaluations of joustsalas appear in the newspapers transcend to be the opinion of

a given individud@ the journalist. These evaluations have a great effect of influencing the perception

of thereadersind generally speaking, they influéginepublic opinionNoelleNeumann, 199).

Therefore, even if they are not real, they become real situations in the mind of the readers and
society. This is a sociological phenomenon known as Thomas theorem (Thomas and Thomas, 1928)

that states:

ol f men defi ne @a&rid uragdlonisn atshegieral g onsheguenc

Media evaluation is even more important in the case of rgféreese n t hat t he refer
does not release the official evaluation of the referee. Therefore, the media rises at the role of the
official evaluataof the referees in the eye of the public. (Not) surprisingly, the evaluations of the
journalists were even used in the triabddi@poli as potential evidenddavoritism towards

Juventus and the other teams involved. The defense lawyer, Pidweddhiy@shio, the person

who managed the initial part of the investigation of Calciopoli, about the match-Udusedas

Priorescld What are the episodes through which the result of the match should
have been impacted?

Auricchio: By collecting the maources of information: Gazzetta, Repubblica etc.,

we argued that among the episodes Wesa decision to revoke a goal to the

footballer Fava of Udinese
In his book, Prioreschi used the answer of Auricchio as evidence that the investigaimpotf Calc
was based on anecdotes, instead of concrete e
sporté, which alludes to the endless discussi

at the | ocal caf e tsalt mediaévaiubtians are highly corisegjliential fopthe A's

actors involved. These include not only the referees, but also the teams that are the final recipients
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of the advantage or penalization of the refer
along these lines. First, we look at how the number of episodes contested by thegaeirnalists
influenced by the social cheteristics of the refereesyjdthesis 1 and 2), then by the tyfpe

episodes under evaluatiolydthesis 3a and 3b) and,Iyndy tke characteristics of the team

(Hypothesis 4, 5 and 6).

3.2A scandal creates adbility of status
In normal conditiondyigh-statusactors incur in many priviledBsdolny, 1993). This is a well
known phenomenon in the sociological literdhatgoesack to Merton (1968). Merton (1968)
uses it to describe how eminent scisidtstich as the ones who won a Nobel @izere more
likely than unknown researchers to get credit for similar quality research. This phenomenon can be
summarizedwih t he i dea that othe rich get richer al
Merton named it oMatthew Effectod after the bi
For unto every one that hath shall be given, and he shall have abundance: but from
him that hath nothall be taken even that which he hath.
Among the advantages thaghstatusactors experience® particular aspeditinteresis the
effectknown a® mor a l Ihighestatunsesctors agedess punished veleursstatusones for
deviation from sodiaorms (Rao et al., 20®Iman et al. 20113
Before Calciopolhighstatugeferees gave the impression to be less challenged on their
decisions. Pierluigi Colliisean exemplary cagmollina waamonghe referegwith the highst
status in the & years in Italy and in the world. He refereed, antioeig the Champions League
Final in 1999 and the World Cup final in 2002 and the UEFA Cup Final in 2004. The consequence

of his status in media evaluations are mentioned in the process (bold added):
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Caracciolo [a player] was sanctioned by Collina for a presumed hand ball, at 21st
minute of the second halhe line referee validasee 0 phant om goal 6 by th
Rigano of Fiorentin®oth these doubtful episodes were quoted only marginally
by the mass media because Collina was the referee of the game.
However, status also comes with responsibiBiien their main privilegdsghstatusactorsare
often subjectto greatenvy a p henomenon call ed otall poppie
wrongdoinghighstatusactors are more severely punishedltvastatusones. Graffin et al.
(2012) discuss two reasons for this as appeared indiuedit€irsthighstatusactors can be
merely more responsible thaw-statusones Accordingtoths @xeémtact i ohigh appr oa
statusstart thinking that they are allowed to do everything, therefoaeemegre likely to make
severe transgressions tlmmstatuso n e s . Il n contrast, thhkighot arget:.
statusactors are natecessarily more responsible, but are perceived as more responisite than
statusones for similar level of wrongdoing. This is bebagisstatusactors are more visible in the
media (Adut, 2008, Thomson, 2000t also because their wrongdoingeis &8 more intentional
(Polman, Pettit and Wiesenfeld, 2013).
We propose that after a scandal, the moral licensihgythstatusactors experience is
waved. The scandal creates a situation of distrust between the pdoplimeaidactors
(Thomson200Q. While before the scandal the decisiohgbstatugeferee may have been
accepted becausighstatugeferees are those who help to define what is acceptable or not (Rao et
al. 2003) e.g. what is behavior that should be given a yellow catddne overall distress of a
scandal waves this moral buffer as it is not clear anywhere if the behavior of the referee is indeed

neutral or not. This brings to the following hypothesis:

Hypothesis 1 (Liability of Status): After the scandaftiepisodds contesteshincec@sgh

statuthan fdpwstatuseferees
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3.3A scandal creates andvantage ofnewness

oLiability of newnesso refers to the gener al
compared to incumben®hishas a long tradition in organizational literature (Stinchcombe, 1965;
Schulz, 1993) that has proved that new organizations are more likely to disappear than old
organizations; the risk of dying is a decreasing function of time. Few reasons tiaeatbeen

explain this phenomenon. Some of them are at markédéf¥iellties to create a client portfalio

but most of them are at the individual I&\lch as difficultider new members to adapt to new

roles, the trust among members and the diffisutiibuild stable portfolio. Therefore, we should
expect to find a liability of newness also for new individuals and not only for organizations. When
changing roles or being promoted, individuals have to adapt to a new context, understand the new
rules ofthe game (Durand, 2006) and make a new network. Thenefidkelinood of failures for
individuals is also higher at the beginning and decrease over time.

In our context, being appointed to the Serie A is a big jump in the career of the referee. Itis
the recognition of many years of hard work an
fields (as thpreviougjuote ofthe refere®ucini suggests). Also, referees in Serie A are highly paid,
much more than the ones in the lower categbi@gever, this comes also with higher
responsibilities. Referees in Serie A and Serie B are the most visible ones and their decisions will
impact the fate of big and powerful clubs. Supposedly, the politics among the clubs, the Italian team
associationartdh e 1t al i an r mdrecomplieadd@t this $egebtltan ialowero n i s
divisions. Finally, it may be objectively more diffichl svefereen a matcltof Serie A and Serie

B; players are more experienced and part of this experiencesmwidéis #ie ability to fool the

refereesd decisions. Finally, new referees ar
They are in a oprobing zoned6é, they still need
linkedtothelogicsf t he system. Therefore, tismey are eas
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However, this same liability can turn into a strength after a scandal. If a referee was
appointed after Calciopoli, there is no doubt that he was not involved in it. T hls® lass
doubts that he wagailty withesso he k ne w, b u torthathewasdinked tothet al k 6
logic of the corrupted systefh¢rnton andOcasio, 1999: 804After Calciopoli, new
administrators of the referees were appointed. The moohinew referees iga important
institutional decisioof the new administratoiherefore, new referees are the symtaohefv
systemwhich needs to Heetter and cleaner than girevious one (pr€alciopoli) Any attack to
this new systenby cotrast,will beseen partly as an absolution efdhethat originated
CalciopoliAs a result, after Calciopoli journalists would be more understanding with new referees
and give them goodwill because of their symbolic status (Meyer and Rowan, 1@&fV&Thorn
Ocasio, 1999

Therefore, we proposigat Calciopoli createdam d v a nt a g € jouonflistmoatesh e s s 6

the decisions of theewly appointerkferees less théor referees with longer tenure

Hypothesis 2 (Advantage of Newnessjcafidaliltbe number of episodes corgksigat increase

referees who are newly appointed than for the referees that have a longer tenure

34Moder ating effect of normbés ambiguity
According to the sociological tradition that goes back to Beckey ip@®33tem from values.
Valuesprovida oOocr i terion or standard for selection
they are too ambiguous and onot wuseful in dec
(Becker, 1963In contrast, normare social ul es whose provisions need
accurately what he can and cannot do and what

1963). Therefore, norms aim to be unambiguous and provide a clear line that separate what is
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accptable and what is rebeeaking behavior. However, not all the norms accomplish this task in

the same wa$ome norms retain a certain degree of ambiguity, thusgdbogreater latitude of
interpretability by an observer. This distinction is aireBeégker (1963). While it is clear to

distinguish between those that smoke marijuana and those who do not, it is much less clear to
distinguish between acts that are obscene andhizse not | n laWsafobsceni@gre the

subject of contentioim society between different groups that have different standards of what is
considered obscene or not. As a result, ovari
images and behaviors that are considered obscene and those that are not.

Thenorms that referees need to implementaretheasb | ed oLaws of the G
promulgated and updated by the FIFA on a regular base. They consist of 17 laws that aim to assure
that the game is run under fair conditions and avoid harmful or dishonestdhebavie ahe
laws are implemented almost in a mechanical way. For example, the rule of offside states that a
player is in offside if 0 he is nearetdastt o his
opponent 6. Ev e n diffidulttd rnotics during thecgantegyaraneasy & Bassess on
TV camera; these | eave | ow doubts to judge th
much more open to interpretability. For example, consider the decision of the refereg to show
yellow card. Law 12 states:

OA player is cautioned and shown the yellow c
of fenceso:

Unsporting behavior

Dissent by word or action

Persistent infringement of the Laws of the Game
Delaying the restart of play

Failure to respect the required distance when play is restarted with a corner kick, free kick or
throw-in

Entering or reentering the field of play without the referee's permission
7. Deliberately leaving the field of play without the referee's permission

a s wnNPeE

o
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Among those seven, at | east three | eave much
the Iimit between a sportive and ounsportingo
of the Opersistenceo0 Gamd. inifactghe FIEAand each nationad L aws
federation of referees, organize mestiingrovide examples of behaviors that are considered
conforming to the laws and those that are considered violation. In Italy, the administrators who
select the refereegamnize weekly reunions to evaluate the decision of the refepresidad
guidelines on the way a law should be implemented.

Therefore, the type of norms implemented should have an influence also in the evaluation
made by the journalists. When assessmgs that can be backed up by clear TV imagesy
that ardess ambiguous), the identity of the referees has less influence in assessing the decision. The
TV can make a clear cut on whether the decision conforms to the laws of the game or not. In this
case, the journalists have evidence to rightly contest (or absolve) the decision of the referee. If they
do not, the same journalists can be accusednexperienced or biasaadd their reputation is at
risk.On the contrary, the identity of the reéem®pacts more the norms that more ambiguous.
These situations leave much room to discussion and individual opinion. It is difficult to find
concrete evidence thatbeokn e 6 s own per spective. Thus, the i
crucial as a stang point to assess his decisions.

In normal conditiog highstatugeferees will be allowed moral licensing compal@aa-to
statusones; a given decision can be considered appropriate if dbinghlsyadusactor and norm
violating if done by law-statusones. However, if the scandal has the effect to wave the moral
licensing of thaighstatugeferee, as predictedHgpothesis 1, the effect should be greater for
decisions that leave more latitude to the interpretation and less for the ones that consist into a
mechanical application of the law. Téésonings in line with the recent findings of Polman et al.

(2013) wo distinguishes between norms that are more and less ambiguous. In normal conditions,
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Polman and his colleagpespose and finthathighstatusactorshave moral licensing (thee

less punished for deviations from ngriost only if the deviationsyard norms that are more
ambiguous. In case of unambiguous norms, deviations are not dispulaglestatdsactors are

more attacked thdow-statusones Similarly to Polman et al. (2013), we propose that the
evaluations of the referees depends oantiieguity of the norm violated, though, contrary to their
prediction, we expect that a scandal produces a social disturbance that waves the moral licensing
attribute to the hightatus actors in normal conditions. Insteadstaius actors do not have a

moral licensing in normal condition. This is way, the scandal has a more negative effect on high

status referees than lstatus onedhis leads to the next hypothesis:

Hypothesis 3sfter the scandal, the increase in the number of epbafsttantgstatet for

decisions on norms that are more ambiguous

Similarly, the degree of interpretability of the norm implemented should moderate the effect that the
scandal has on the advgetaf newness, as predicted pgdthesis 2. Also inighcase, journalists

have more latitude to contest or not a new referee only for decisions on rules that are more
ambigious. Therefore, we hypothesize the effect of Hypothesis 2 to be stronger for more norms

that are more ambiguous.

Hypothesis Jfterthe scandal, the decrease in the number of episodes contested to new referees

greater for decisions on norms that are more ambiguous
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3.5Segmentation among the newspapers

Until now we have focused on the effect that scarsia lize evaluatioof overall media. As

most of previous literature (Adut, 2005; Pollock and Rindova, 2003, Deephouse, 1996), we have
considered the three newspapétsgether as if they were a homogenous audience. This

assumption is justified by the fact that joutealeed to adhere to strict ethical code to be sure that

they report the news in a truthful way and in the most objective way. However, at the same time,
newspapers need to differentiate themselves from their competitors in order to symeri@r@and
(Bourdieu, 1984 Differentiation occur@hen it is basesh the taste of the readers they serve. For
example, on political perspective, dailies and magazines are usually classified in those that are left
wingor right wing. Some newspapers are even officially linked to specific political parties. As a

result, there is much variation among newspapers on the type of nbegrédpairt, the space

that is dedicated to them and on the angle they are presenteeikaa@e, when Berlusconi was
condemned in the kno2bdune20iBhgaebmogad apeodassy
Seradé titled o06Condanna dura per Berlusconi: s
year so6), -wihglLibew , t wdri cihghts cl ose to the party o
put t austkceé tothewhores, alluding to the fact that the trial was about prostitution, but also
covertly criticizing the sentence of the magistrates). Therefore, within thedsoomhiieri

journalisic ethical code, we expect newspapers to show some kind of implicit or explicit biases.
Previous organizational literature has overcome this problem by either taking the total universe of
articles from the known online academic dawfaseally Factiva or LexisNexis) or by focusing on

only one source, usually the most authoritative ones in the given context (e.g. Wall Street Journal).
However, recent studies relax this assumption and start looking at the media as an active audience
tha organizations can manipulate to their advantage (Westphal, Park, McDonald and Hayward,

2012). Therefore, for the next three hypotheses we relax the assumption that media is a
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homogenous audience and consider how the heterogeneity among the newsgapers aff
evaluations of the referees before and after the scandal.

In a political context, newspapers are usually divided among the political orientation of their
readers. In a soccer context, the differentiation is based on the teams supporteds Soe@er fan
example of an audience that is clearly divided into different segments whose boundaries are clearly
defined andjuite rigid (Noellleumann, 199); changing a team is a relatively rare event and the
rivalry among the teams is intense. In suchtextowe expect the sport newspapers to cover
unevenly the different segments. First, news on soccer is abundant and regards different teams.
Therefore, each segment is interested in some news more than others and will have a different
perspective for sarof the news. Second, it will be easier for newspapers to create strong ties with
few teams instead of all. Newspapers not only report the news that their readers will like the most,
but they also influence the view of the readers (McCombs and Shawh&gfaye, clubs are
interested in developing relationships with journalists that are more likely to influence their own
supporters (Westphal et al., 2012). If a newspaper has more readers on a specific set of teams, it has
more negotiation power withoe teams in order to get anticipated news. In a context where the
audience is clearly split into rigid segments, we hypothesize that the newspapers will specialize in
some segments versus others. As a result each newspaper will have a specifit tsetnsf loc
This local bias is also alleged by many actors in the soccer industry. For example, the defense lawyer
Priorieschi mentioned it in his book:

Soccer is the environment where boastfulness is the rule, where the bar talks are the
rule, where everyeris coach of the national team, where everyone understands
soccer, where people tease each other from morning to night for their team, where the
referee is good if your team wins, lae@ an ass if it loseshere if you read the

sport daily in Rome drazicInter, it tells you that the referee has refereed badly

because the Roman team [Lazio] has lost and if you read the sport daily of Milan you
discover that the referee has refereed well because tiierteltitanwon [Inter].

138



CHAPTER4

Thematches that exhilbocal teams are more carefully scrutinized than those that exHiahon

teams. Moreover, given that newspapers have different local teams, these matches present the most
disagreement among the evaluation of the journalists. This disagreemkenine faetors: first,

the newspapers try to report episodestitaheir own local team under a good light (e.g. Roma

for Corriere) and they are neutral (or even adverse) when reporting episodes of a team that is local
to their competitors (e.g. Ronoa Gazzetta and Tuttosport)

This leads to the next two hypotheses:

Hypothesis 4: Newspapers coefasbdestbe refein@satches exhibiting local teams

Hypot hesis 5: Newspapers are moriemaichekel v t o

exhibiting local teams

What is the effect of the scandal on this proposed local bias? Will the newspapers reduce their bias

and become more comgence in their decisions? Or will the newspapers differentiate even more?

3.6 A scandalincreases thesegmentation among the newspapers

Scandals are normative events that have the power of reaffirming the values and norms of society
(Adut, 2005; ThomspR000). Given their drama and emotional intensity, scardats as a way

of collective palingenesis (Thomson, 2000); they reestablish what are proper and improper
behaviorsAs Adut (2005) describesen actors that did not have any interest icémelal to

blow outwill play strategically by following the public disapproval in order to avoid contamination

themselveg\s an example, Oscar Wilde had many powerfaigimstatudriends who tried to
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help him at the early stage of his scandals, bigwghtually abandoned him when his
transgression became common knowledge, as they were afraid to end in the same way that Oscar
Wilde didFrom this perspective, scandals should result in a clear picture: the wrongdoers are
punished and the public opinishomogenous condemingthem. Following this line of
thought, a scandal should smooth the divergences among members of an audience and focus on the
commonalities. Members should put apart their individual and selfish motives and focus on the
common vaues and norms of society. As a result, we should expect the nevspapense
more homogenous after the scandal blewAait. per Adut ds (2005) model
convergence is also strategic. Newspapers do not want to be contaminated by ttseléckindal
they keep or increase their supposed bias, the risk of being attacked increases.

However, scandals have already produced a contamination of the audience, in this case of
the supporters of the clubs that are also the main readers of the mewhpageus fans, mainly,
and those of the other clubs involved. The scandal contaminated also the supporters of the opposite
team, but in a positive wayey can legitimately express their rancor against the opponent teams
that have had an unfair adeay# in the last years. Under this petispethe scandal still creates
normative convergence, but only among the supporters of the same team. In fact, the fans who are
part of the teams involvedthe scandals are also contaminated, thus they beomne m
consolidated among them. This reduces their interaction with the fans of the other teams. The latter
can now addict the former as a stigmatized grboigois a situation that in literature is known as
opluralistAkl pgnbr arhl®FdNoelldshirGaorr, 189. Society spliisto
different groups that do not interact anym@reups of peopldo not talk to each other, so there
cannot be crossontaminationUnder this condition, media outlets are not necessarily pushed to
become more homogeneous; actually, they have incentives to become more apart; to increase their

differentiation visvis with their competitors and improve the loyalty of their rebderder to
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please their respective readers, newspapers will now be more prone to publish news that please
them. So, their judgments will become more apart and will diverge more than before the scandal.

Thus, we hypothesize:

Hypothesis 6: After Calcibpatvaluations of the newspapers are more in disagreement (6a), esp

for matches exhibiting local teams (6b)

4 DATA AND METHODS

In order to investigate our hypotheses we needed first of all to identifysttendeg and pest
scandal period hE advantage of scandals is thegt tto have a timeline (FiguyeVBe identify
three main periods in the timeline of Calciopoli:

1. During Calciogbiay 2006 until December 2BO6irst news of the scandal appeared in the
newspapers in May 2006. Tsiwhen the scandal started. The scandal reached its peak
during July 20068henthe two sport processes of Calciopoli took place. The last sentence
was published in October 2006 and in December 2006 (depending on the team involved). By
that time the medgticles mentioning Calciopoli had reduced drastically from the 1,800
articles in July to 350 articles. We chose the end of the sport trial as thiieesodrafal of
Calciopoli (December 2006).

2. PreCalciopdiSeptember 2004 until April 2806.ay event analysis (Barnett and King,
2005), scholars are concerned to take thmepoE as close as possible to the focal event,
while having enough data point to have reliable results. We have data from the season
2004/2005, so we start our sE@ndgperiod in that season and terminate in April 2006

(almost two full seasons).
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3. PosCalciopdiJanuary 2007 until January\@@®@&dsimilar concerrfer the postscandal
period. We start it just after the last spertict(January 2007) and terminatdanuary
20009. In this way we have roughly the same number of matches to compare amthe pre
in the postperiod. During this time, the interest on Calciopoli declined steadily with some
small peaks due to the criminal trials, which are still evElg the sentence of the sport
justice was final. Only in April 2010 there was another significant peak of media and public
interest that reached almost the same intensity of July 2006. This peak was due to the
publication of new phone tapping of Inteattgave origins to Calciopoli 2. This is outside

our postscandal period.

The number of matches played in the qand postperiods is:
1 PreCalciopoli: 740 matches played in 74 match days (all the 38 math days of the season
2004/2005 and 36 match dayseason 2005/2006).
1 PostCalciopoli: 771 matches played in 76 match days (20 match days in season 2006/2007,

38 in season 2007/2008 and 19 in season 2008/2009).

In summary, we are going to treat Calciopoli as a natural experiment aretltoenauains of

the referees between roughly two seasons before Calciopoli and two seasons after. Out of the total
1,511 matches some were dropped because they were not reviewed by at least 1 of the newspapers
(condition necessary for testing hypothe&ksdr hey were reviewed bp2moreof them (to test

hypothesis 6). Figugeshows graphically the periods under investigation.
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Figure 9 - Timeline of Calciopoli divided by periods under investigation

15t Article on Calciopoli: Final Sport Justice: Calciopoli 2:
May 2006 December 2006 April 2010

| DURING

Matches: 740

199 771
With Moviolas: 677 199 727
# Moviolas: 1,658 419 1849

4.1 NewspaperBEvVv al uati ons of -Rlevioer eesd deci sions
Newspapers have a specific column dedicated toimgtieltwe r ef er ees d mi st akes
clearly identified in the newspapers (see Appeihatixeal exampsdor each of the newspaper).
Thiscolumnisssual ly known as oOMoviolad. We collecte
from the three newspap@rJable 5 shows the number of Moviola collected for each newspaper

in each of the focal season. Corriere and Gazzetta roughly covered the samémaiches

(around 80%), Tuttosport covered less (67%). The three newspapers do not necessarily cover the
same matches. Tabkshows the breakdown of the Moviola per maihest hypothesis 1 to 5

we need a match to be covered by at least 1 Mawislhappened in the 93% (1,404) of the

25 The Moviola from Gazzetta were the easiest to retrieve as Gazzetta had a digital thefidcal

period. We requested Gazzetta for their Moviola and they were sent to us by email. Corriere retains a hard
archive of the Moviola and we were able to copy them. Tuttosport was not able to provide their articles, so
they were manually retriehand photocopied by the Biblioteca Comunale di Torino (Public Library of

Turin) that keegpall the copies of the newspapers. While sometimes the newspaper does not review some
mat ches, some Moviola may have been overlooked. T
mistakes, a private institute that anstiieebehavior of the refsss and that has been independently

collecting the Moviola since 2006/2007. Few Moviola (less than 10%) were added to complete the dataset.
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matches. To test hypothesis 5 and 6 (disagreement among newspapers) we need a match to be
covered by at least 2 Movidlais happened in the 86% of the matches (1,302). Therefore, the
number of observations to tégpothesis 1 to 4 is 1,404. The number of observations to test

hypothesis 5 and 6 is 1,302. The total number of Moviola is 3,507.

Table 156 Number of Moviola for each newspaper

Universe | Corriere % Gazzetta % Tuttosport o Voxa Numbar of
on total on total on total Moviola

2004/2005 380 342 276 268 886

fra-faiclopot 2005/2006 | 360 292 280 200 772
Total Pre-Calciopoli 740 634 B6% 556 75% 468 63% 1658
2006/2007 201 166 175 142 483

Post-Calciopoli 2007/2008 380 274 326 253 853
2008/2009 190 183 187 143 513

Total Post-Calcio 771 623 81% 688 89% 538 70% 1849

L UUD /% U

Table 160 Number ofMoviola per match

Universe |Atleast 1 Moviola | % on total | At least 2 Moviola| % on total
" 2004/2005 380 357 327
e Ciciopol 2005/2006 | 360 320 289
Total Pre-Calciopoli 740 677 91% 616 83%
2006/2007 201 181 176
Post-Calciopoli 2007/2008 380 357 324
2008/2009 190 189 186

Total Pre-Calciopoli 771 727 94% 686 89%
As a common methodology in media articles (Pollock and Rindova, 2003, Deephouse 1996), each
Moviola was manually coded. Many steps were identified in order to assure the reliability of the
coding. After talking with journalists andegetgoin soccer, one of the authors developed a very
detailed coding scheme. The datscodedunder two dimensions:

1. whether or not a journalist reports an episode

2. the evaluation of the journalist
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Eleven categories of episodes were coded. These include basically all the types of decisions that a
referee can make during a match (penalty, red
types of decisions:

T oType 006 deci s iakerasdecisionh (eg. awaedinga penalty kick)d t

T 0oType 106 deci s notakesa:deciSibndermtawardeng sepenalty kiak)
Therefore, each of the 11 episodes was coded in one of these two types of decision. For example,
t he e pi s ondeans thg thenjaudndlist Mentions that the referee awarded a penalty. The
epi sNOdpee nbal t yé6 means that the journalist ment.i
As a result, 22 categories of episodes were coded.7Taplarts the breakdowly lepisode.

In total, 7,786 episodes were reported on 1,404 matches reviewed (an average of 5.45
episodes a match). The 22-sategories were thaggregateidto thefour major categories
regarding refereeds deci and@)faulsanddher. Thrernal ty, (
categories are roughly evenly split. Interestingly, the Type O dicissohse r e es o0 not 6 doi
somethinggar e 25% more than Type dud&cascsdiomd¢ kioatd
the behaviors of the refeseas reported by the journalists. Referees tend not to take a decision than

to take it. This is quitecommon effect in social psychology literature.
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Table 176 Breakdown of episodes by category andatgigory

Sub-Categary
% i Category
Type 1 decisions Event i Type 0 decisions
27% 2,077 | Penalty penalty 503 penalty kick 1,574 NO penalty
red 260 red card 287 NO red
30% 2,344 Cards yeliow 1,011 yellow card 389 NO yeliow
yellowred 240 second yellow card 157 | NO yellowred
offside 611 offside call 145 NO offside
24% 1,892 Offside
offsidegoal 314 offside called where the player scored 822 | NO offsidegoal
foul 216 foul call 237 NO foul
foulgoal 131 foul call where the player scored 161 NO foulgoal
Fouls and
19% | 1,473 &;:: goal 2 ball passed the goal line 65 NO goal
other 135 other episodes 445 NO other
othergoal 17 other episodes where the player scored 44 [ NO othergoal
100% 7,786 3,460 4,326

While there ifttle doubt whether the journalist reports or not an episode, it is more challenging to
code the evaluation of the journaldé&.chose a detailed coding sydieassesthe evaluation of
the journalist. The final objective was to divide the episaniegdrtategories: the ones that are
considered mistakes by the journalists and those that are not. In order to reach this objective, we
divided the evaluations into 6 -salbegories. The point of view chosen is the one of the journalist
who evaluateswhetr t he r ef er e e dthajoumalist thinks thet refdtee mgdea e s 6
mi s t a kddhe journalstdoes not think that the referee made a mistake). Each episode was
coded among the following 6 stdiegories:

1. NeutralThe journalist reports tlepisode without any personal evaluation.

2. No.The journalist clearly says that the referee did not make a mistake. Little doubts about it.

3. Maybe ndhe journalist says that the decision of the referee is probably correct.

4. Images Not Clddre journaliseéxplicitly mentions that the TV images do not clarify if the

referee made or not a mistake.
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5. Maybe Yérhe journalist raises doubts on the decisions of the referee or says that it was
probably wrong.

6. YesThe journalist says that the referee made aenilsittlle doubts about it.

These six categories were then combined into two-cstegories:

1. NonContestedisodesThese are episodes in which the journalist does not challenge the
decision of the referee or absolve it in some way. The iovaradision is that the referee
did the best he could do, considering also the fact that he could not use the TV cameras.
This category includes sula t e g o r iNeusral INodd, dayb®oo , lnages Not Céear

2. Contestedisodes. These are episadegich the journalististsa doubt or openly
challenggthe behavior of the referee. The overall impression is that the referee did not
adequately do his job and his decisions couldéenigetter. This category includes the

lasttwo sult a t e gMaybe ¥@s:a Yied . 0

All the three newspapers did not necessarily report the same episodes; indeed, each episode was
reported on average only by 1.6 newspagers total of 12,702 evaluations (Ta8kntl29).
Interestingly the type of evaluatbe pends al so on the typ®. of ref e
On average the referees are more contested (+23%) for Type 0 decisions (referees not doing
something). This is stil luiom Ibiime .wiHoeetviee ,p &
for offside calls where the difference between Type 0 and Type 1 decisions is28%gative (

Offside episodes are contested more when the line referee makesheictdhwhen it does

not. Moreover, this category of episode is also the onlei¢brthe TV camera usually makes the

261.6 is the mere division between 12,702 (number of episodes reported by each newspaper) and 7,786
(number of unigel episodes). However, it does not consider the fact the match was reviewed only by two or
one newspaper
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evaluation of the decision easier to evaluate. This different trend may be due to the fact that,
accordinty to the guidelines of FIFA, in doubtful situations the line referee should call an offside

( 0r ai s ethus making Type ¢ degisions more frequent.

Table1l8-Br eakdown of journali st-ct@ggogval uations by

% # Evaluation Category ation Sub-cat # %
neutral 1,548 12%
no 5,517 43%

61% 7,755 Not Contested -
’ e maybeno 496 4%
not clear 194 2%
maybeyes 2,216 17%

9 4,547 Contested

A3 SR ves 2,731 | 22%

Total 100% 12,702 12,702 100%

Table 190 Breakdown of Contested evaluations by category

Event Total # Contested # Contested %

Penalty 4,050 1,792 44%
Cards 3,621 1,320 36%
Offside 2,972 939 32%
Fouls and Other 2,059 896 44%
Total 12,702 4,947 39%

Table200Br eakdown of evaluations by type of refer

Type 1 Decisions Type 0 Decisions

Total # Contested# Contested % Total# Contested# Contested %  Diff. Type O - Type 1

Penalty 1,284 358 28% 2,766 1,434 52% 24%
Cards 2,468 328 13% 1,153 992 86% 73%
Offside 1,444 627 43% 1,528 312 20% -23%
Foulsand Other 763 278 36% 1,296 618 48% 11%
Total 5,959 1,591 27% 6,743 3,356 50% 23%

The coding scheme was tested, modified and improved. He used it to code one and half of the

seasons (out of roughly four). The rest of the data was coded by a Research Assistant who had been
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carefully trained and monitored. A random sample of 4 mat¢buwtayfs38) for each season was

extracted (2 match days for 2008/2009 as it was only half season). In total 18 match days (10.5% of
the universe) were coded by both coders. In this sémepdeare in tot&79 episodes and 1,398
evaluations. The intedliability among the coders was high and in line or greater than previous

studies on content analysis (Pollock and Rindova, 2003; Deephouse, 1996). The coders proceeded in
the following way:

1. First, the article was decomposed into the single ep&d€s/7 out of 879) of the
episodes were reported by both coders.

2. Second, the episode was then classified in the appropriate category. Out of the 777 episodes
that were reported by both coders, 8854 were classified in the same 4 categories
(0Penaldtsyog, oG drsi de 6, 0 F 8%glinghe aamed22@tbher s 6)
categoriesOferrahtayd yop ¥ ®INDbovwé) . ON

3. Finally, the evaluation of the journalist was then assessed. Out of the 1,398 evaluations,

1,226 were identified by both toelers95%o0f them were classified in the same category
of Contestes.NonContestadd84%in the same 6 stbat egori es (ONewutral
oMaybe Nod6é, ol mages No)dt Cleardé, oOoOMaybe Yes

AppendixC reports examples of Moviola from the three napess.

4.2 Variables
4.2.1 Dependent Variables
We havewo dependent variables; the variBpisodes Contéstexdt Hypothesis 1 to 4 and the

variableDisagreemiemthypothesis 5 and 6.
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4.2.1.Episodes Contébigabthesis 1, 2, 3 and 4)
To testthe hypotheses 1,2 andvé looked at the overall contestation that a referee received in a
given match. The dependent varialipisodes Contestedh is defined as the simple count of the
number of episodes contested at least by one newspapdoré jipisodes Contéstediscrete
variable between 0 (if no episodes in a match was contested) and 11 (for the thrée matches
Bolognaluventus in season 2004/2005, Lazientus in season 2007/2008, and Raventus in
season 2007/2008vhere tle greatest number of episodes contested in atoakgblace

However, to test hypothesis 3a and 3b we need to distinguish between norms that are more
and less ambiguous. We identified four categories in the decisions of the referees: penalty, cards,
offside and fouls/other. Among those decisions, offside calls are the most mechanical to apply and
the ones that are more easily assessed &iglixé D shows examples of offside calls that were
reviewed by the journalists after the match. It is usosdiple to draw a line that slsavhether a
player was indeed in offside or Aditthe other decisions were considered as more ambiguous as it
is usually not possible to have ete@images as in the case of offside; an observer will need to
make an agssment that depends also on his or her experience and knowledge of soccer. Therefore,
the variabl&pisodes Contéss$aainbiguous nasitise count of only contested episodes related to

offside callE£pisodes Contested more ambigisaihecmmi®f all the other contested episodes.

Figure 100 Examples of images of offside

The straight line is designed with a computer and is in line with the last defender
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4.2.1.2 Disagreement (Hypothesis 5 and 6)
Hypothesi$ and 6 focusn the disagreement among the evaluations of the newspapers. In this case
our interest is not on whether the decision of the referee is contested, but on the mutual evaluation
of the newspapers. We operationalize this variable in fountiffays.

First, we simply look at tkemple number dfituations where a disagreement occurs.
Evaluations of the newspapers were classified into two main cagomtestgusodesd
Contested Epistdesoded the episodes forwhichangwspa eval uates a refere
category (for exampMon Contested Episadést least one of the other two in the opposite
category (for exampl@pntested Epi3déesa given match, the variabfgsodes Disagre&nibat
count for the episodes for which there is a disagreement between at least 2 newspapers. This
variable is quite raw, though it is still interesting. In fact, one would expect that sport journalists are
expertatsoccer rules and would (almost) always agree ontheersfedd deci si ons espec
these are reviewed with TV cameras after the match.

However, the pure count can be misleading because it focuses only on the episodes in
disagreement discarding the episodes in which there is agreement. In fact, é@onstobne
episodes, it increases the likelihood that some are in disagreement. Therefore, as a second measure,
we use the Jaccard coefficient, a common measure used in sociological and organizational literature
(Everitt, Landau, and Leese, 2001; Hsu) B®@6sess the mutual agreement or disagreement
among evaluations of different members of an audience. It measures the proportion of cases on
which each pair of sources agree on the total number of episodes that are reported by either of the

two (it exaldes cases that are not reported by the pair). It takes the following form:

a+h+c
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where a is the number of cases for which the two sources agree, b the sum of cases in which there
was a positive classification by the first source and a negative by thedecthredsaim of cases

in which there was a positive classification by the second source and negative by the first. As we are
interested in disagreement, we calculate the Jaccard Disagreement coeféiclantasd 1

coefficient.

Given the specificities of our context, we calculate two types of Jaccard cdefficaedt.
Disagreement Epianddaccard Disagreement Evalhatiwariabldaccard Disagreement Epibedes
Jaccard Disagreement coefficient applied to thenamaleer of episodes that are reported by the
three newspapers, without taking | @onesmshsi der a
NonContes)eth fact, many episodes are reported only by one newspaper and not by the others. To
see howlacard Disagreement Epoitieient is calculated, we take as an exampiatttelLazio
Juventus played on match day 19 in season 2008/2009. This match was reviewed by all the three
newspapers. In total, there were 13 episodes reported by at lefasteonewspaper. Corriere and
Gazzetta reported 8 episodes, while Tuttosport 4. Among the 13, only 3 were reported by all the

three newspaperscah by two of them. See Table 21

Table 210 Episodes reported by each newspapéramioJuventus

Lazio-Juventus| # 1 | #2 | #3 | #4 | #5 | #6 |#7 | #8 |#9 | #10 | #11|#12| #13
Corriere NC/INC|INC|] C | C| C|C]|C

Gazzetta NC | NC NC | NC NC | NC| C | NC
Tuttosport NC NC | NC NC

C stands for o0ConCesnt ed d eacNiChimkiltha iewspaped does not report
the episode

We first calculate the Jaccard Agreement coefficient for each pair:
- Gazzetta/Corriere: 4/12 (4 episodes is reported by both, while 12 by either of the two)

- Gazzetta/Tuttosport: 3/9 (3 episodsseported by both, while 9 by either of the two)
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- Corriere/Tuttosport: 3/9 (3 episodes are reported by both, while 9 by either of the two)
The coefficient for CHIEVEIUVENTUS is the average of the three:
(3/9+4/12+3/9)/3=(1/3+1/3+1/3)/3= 1/3=0.33

As we are interested in disagreemeniattward Disagreement EpiE0d=<.67

Figure 1Xepreserstgraphically the calculation of flaecard Disagreement Hpigolye3.
newspapers cover the match, the Jaccard coefficient of the match will be the Jaccard coefficient of
the pair of newspapers.
In the same season AtalarfReggina was played on match day 13. Also in this case all the
three newspapers covereel tiatch. Howevenp episode asreportedln this case, the Jaccard
coefficient is 1, because all the three newspapers agree that there were no episodes. Accordingly, the

variablelaccard Disagreement Epi3odes

Figure1l-Cal cul ati on of Jacloventud6s coefficient for

GAZZETTA CORRIERE
#1] #2] #4 | 45 / #1 [ #2 [ #3 | #4 | #5/
#6/ #7 | #8

#10/ #11/ #12# 13

TUTTOSPORT
#1/#4 | #5 1 #9
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Jaccard Disagreement Evislgatmriated daccard Disagreement Bpigatiadkes into account
also the evaluations of the journalists (Contested v dbested). If two journalists report the
same episode, but with a different evaluation (one journalist contestsdneoflévesreferee and
the other not or vice versa), fleezcard Disagreement wpismhesider them in agreement, while
theJaccard Disagreement Evalaltioconsider them in disagreement. It followsl#tatard
Disagreement Evaluatadways greater or eqoalaccard Disagreement Epissogesen match. For
the match of Laziduventus the denominator stays the same, however the numerator of changes. In
fact, the numerator of Gazzetta/Corriere became 2 instead of 4. Trasise ligusode 4 and 5 is
contested by Corriere, and raomtested by Gazzetta. Similarly, the numerator of Cbrriere
Tutosport becomes 1 (from 3) for the same reason. On overall the Jaccard Disagreement Evaluation
for Lazio Juventus iso1l/3 * (2/12 + 3/9 + 1/9)= 0.8

For the fourth measure of disagreement, we took a different approach. From the perspective
of the referee$ is important to have the lowest number of episodes contested, namely episodes
that the media label as possible or real mistakiast, the more media buzz around mistakes, the
more likely it is thaefereesre going to be suspended for some time or that are even relegated to
lower categories in the next season (especially for new referees). However, from the perspective of
theteamit is the type of mistakes that matters. The end result of a mistake is that one team got an
advantage and the opponent was penalized (or
consequential for the teams as they influence the results of thémmagny cases, a single severe
mi stake conditioned the overall Ffimabofi1990 ( 01 a m
World Cup is maybe the most known case in the history of soccer). Therefore, from the perspective
of the team the direction thfe mistakes of the referee is more important, and hopefully they would
like referees to make more mistakes that give their respective team an advantage. However, this

comes at a cost. While teams that sustbeydlsmvor ed
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attract public disapproval and resentment. In an ideal scenario, teams would like to have an
advantage from the refereesd mistakes, but th
perspective the role of the newspapers is pWidé journalists have to follow a strict ethical

code, they have freedom to maneuver without necessarily breaking the code. Indeed, a newspaper
can decide which episode to report and on whether to report it in a neutral way or give an opinion
about it. Tlerefore, the main variable of interest to influence public opinion is the relative number

of mistakes that give an advantage to the team and those that give a disadvantage. The variable

Favoritism Home is built in this way:

Favoritism Hompenumber of nistakes that newspaper i reported as favoring home team

number of mistakes that newspaper i reported as favoring team

Where i is each of the three focal newspapers (Corriere, Gazzetta and Tuttosport). The variable of
interest is th&tandard Deviatibthe Favoritism Hasriecan be an important variable to measure
the disagreement among the evaluations of the newspapers, taking the perspective of the teams; the
greatest the variance the more disagreement among the evaluations of the journalists.
For example, | et ds odduventusdletotal tthere wesed3ne mat c h
episodes reported (see Table Phe three newspapers gave the following evaluations:
1. Corriere (Lazio is local) reports 8 decisions of the referees and contesten, &lbothe
them in favor of Juventus. The vari&daeoritism Hoge, takes the value of3>-5
2. Gazzetta (no local teams) reports 8 decisions and contested 1 of them in favor of Lazio. The
variabld=avoritism Hoge,.fakes the value ofQk1
3. Tuttosport (Juventus is local) reports 4 episodes and dos not contest any of them. The

variableFavoritism Homg,,.iakes the value of 0.
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As a result, if you read the Corriere, you get the impression that Juventus was strongly favored
you read Gaetta that Lazio was slightly favored and if you read Tuttosport you have the
impression of a complete fair match. The average of the Favoritism among the three newspaper is
-1.33 . Therefore, tigtandard Deviation of the Favoritiswillakeehey a | ue o0H+1.3F 1/ 3 * |
+ (1+1.33§ + (0+1.33y= 2.62

Eachof the four operationalizatidocuses on a slightly different aspect of disagreement
among newspapers. The fir§ipisodes Disagreegigas importateto each event where the
newspaperdisagree. The secandhccard Disagreement Epsmddss information on how
ospreaddé are the episodes reported by the thr
report all the same episodes, 0 means that they report all differenheritesfidlJaccard
Disagreement Evaluatocamsbines the first two. All of these measures ardiramtional, namely
they do not consider which team is favored or penalized by the episodes contested. This is what is

captured by the fourth and last meadbtandard Deviation Favoritism Home

To note that the number of observations to test Hypothesis 5 and 6 drops from 1,404 (matches with

at least 1 Moviola) to 1,302 (matches with at least 2 Moviola).

4.2.2 Independent Variables

Hypothesis 1 and 3aduses on the status of the referee. Being appointed to the Serie A and
Serie B is already a major peak a icagekrebotle feo a prestige and economic point of
view. Then, the minimum objective of the refesedede confirmed in the next season. However,
referees in this category are not all the same. In the curriculum of the referees what is important is to

have as many matches in the Serie A together
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showtwo local teams in a city playing together), those exhibiting teams at the top of the league,
finals of cups etc. After the Serie A, the next big step in the career of a referee is being appointed
internationdy. For international matches, the FIFA aefia pool of referees. These referees are
appointed by the FIFAfterthe recommendation of each country, which has a specific number of
slots. In the focal period Italy had between 7 and 10 slots per year. Usually a referee that is
appointed internatiorl stays there until he retires. This is because a referee reaches the status of
international in his last stage of his career. In special circumstances, like evidence of wrongdoing, the
Italian association or the FIFA can suspend a redsieleappene to the referee Pieri in our focal
period). Given the limited slots, the greater visibility and salary that international matches provide
together with the lifetime appointmenéke the pool of international referee very €liist

clearly distinct fra the norinternational referees. Therefore, we define the independent variable
Statuas a dummy that takes the value of 1 for international referees and -intermational

ones. In the focal periods, 64 referees were present. Among those, 6%y i&cgme

international at some point (though without exceeding the given number of slots for each given
year). Tablezshows the number of referees who were international in each of the year of our focal

period.

271t is true that not all the international referees are the same. The Hall of Fame of the referees consists of
those that referee the final matcintérnational competition (such as World Cup or Champions League).
However, these are rare egéaty. World Cup is played every 4 years), thus making the different in status
among international referees more difficult to evaiuabe robustness checle try to operationalize the

variables of Status as discrete and continuous, though we find the best results when the variable is a dummy.
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Table 220 Refeees who were international in a given year of our focal period

The appointment of the referee as international is made in January of each year. Therefore, the year on the
line 1 of the table are calendar years and not season year (a season ststfSdptaungper and finishes in
May/June).

To test Hypothesis 4, we turn to the local teams of the newspap#reesport dailies in Italy

Corriere dello SpoiGazzetta ello Sport and Tuttosporaire all national, but they are unevenly

distrbuted throughouttaly. Table 28ports the distribution of the newspapers among the cities

that host a team that played in Serie A during our focal period. Gazzetta and Tuttosport sold 12% of
their newspapers in the city of Milan and Turin respectivelityToeMilan hosts the clubs
olnter6 and oMil and6, while Turin is the home
Even more skewed is the distribution of Corriere that sells almost a fourth of its newspapers in
Rome (24%), where both clubs Rontalaazio play. Juventus, Inter and Milan are the most

successful Italian teams and the most known internationally. They won 65 out of 109 championships
vested in the history of Italian league (up to 2013), besides many international trophies. Roma, Lazio
and Torino also have successful stories in their history, they have mostly played in the Serie A and

they are characterized by a strong and warm fans base.
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