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CHAPTER 1:INTRODUCTION

This dissertation is developethatintersection between organizational tlaewhstrategy

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 sociblogreafter institutional thedrnhas

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

They include the three main congBwf status, reputation, and legitimacy (Deephouse and

6 XFKPDQ %QLWHNWLQH -BVIZH @ ® FIXVDWR PH OUHHEFUHL @MW "3\
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
ILUPV:- VXUYLYDO DQG SHUIRU P DhoEgh thel ibleatebf ¢dhduhigisWV O\ RU L
(Deephouse and Heugens, 2009), governments (Bonardi and Keitine2088ia (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 nyaldipgblisedworks 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; Graffah,e013).
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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
tendency to focusa" VLQJOH D XGLHQ Rhéep 2012;FPoQikes(PGIddDresearch
in the field tends to focus time specific candidatudience dyad (Zuckerman, 1999), analyzing
KRZ FDQGLGDWHV:- DFWLRQV DIITHFW WKH HYDOXDWLRQ RI D V
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 Ing aaiatievaluations 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 daiMighsitatusactors® the Queen ofhe
UK, a threestar Michelin chef, a Nobel Prize winner2ateceive 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 lartl-reputation Are they trustworthy? Will we get our deposit
back? Finally, we try to teach our children to behave in ways that are ctewgtdeetgthat 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 tbsestalliethe
positive externalities that higflatus actors experience KLY SKHQRPHQRQ NQRZQ DV W
(l'/lHFW p LV UHODWHG WR WKH LGHD WKDW "WKH ULFK JHW UL
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 atmssting 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 @lpZandpublic 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, rartraffiG 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 mechanisnhdistinguish 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 multidimensiahéhjciot 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 exanaplieg digh status, a good reputation, and high
legitimacys not always positive; tradfs 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 examsiatsghctors are
often punished more severely for misconduct (Jensen, 2006) because they are more likely to be
"W D U J Htilé méslja, &nd because their misbehavior is seeneasit@ational (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 linkddr 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
situations for examplehighstatusorganizations that lose reputation, but not stagokolars 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 2Q@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 audiendestperformasimilar tasksuch as security analysts (Zuckerman,
1999), rating agencies, and critics (Durand et al, ,\v#2®@)have algeceived increased attention
from organizational scholars. While these audiences undoubtedly play a pivatalaadar
from the only audiences that are crucial to organizations. Of these understudied audiences, the most
LPSRUWDQW RQH P Dih thdit role/asitizeds; €08sOmeps, or employees. Scholars
have tended tose the opinion of the mediaatiherthose otheorganizations to understand what
people think, but have devoted little attention to investigating the direct reldieingepghese
organizations and the people themselves (Bonardi and Keijm, 2005

Another limitation of existing eggch is that each audience has been treated as
homogenous, leaving it td X W X U Ho &4riitethe way 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.,

11
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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 profitabf@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).

7KH “FD QGQ GMHV HD Xrte: M & FappenisUrDaRvgliéance context?
6LQFH WKH SXEOLFDW L R Q-kRdwr afiche Hhbbl/§lsf Social evaluatib®sthas
usually been conducteéxplicitly oimplicitly3 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 Michdinigtine world of French cuisine
(Durand et al., 2007), security analysts in the financial market (Zuckerman, 1999), and distributors in
WKH PRYLH LQGXVWU\ &DWWDQL HW DO 7TKH XQGHUO\L
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 legitimadyV HTXDO WR WKH SHRSOH:- SHUFHSWLRQ RI OHJL)
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),
WKH SXEOLF YV WKH LQYHVWPHQW FRPPX®IDMHUNRPLQVD QRDYI
PDNHUVu 3R QNwdsdldtldidsave the advantage to exarsim&al evaluations in a

multipleaudience contextloweverthey treathe evaluations tiiese audiences as orthogonal and
12
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independent, neglectingineestigatowthe evaluation gnaudience may influence the
evaluatiomfanRWKHU )RU H[DPSOH 'HHSKRXVH GRHV QRW HI[D
HYDOXDWLRQ LQIOXHQFHY UHJXODWRUV:- HYDOXDWLRQ DQG
investigate how public opinion influences that of the investment community, andazice ve

It is important to note thakhis shortcoming in the literature of social evaluations
exacerbates the three challenges previously disendsextanding the different dimensions of
social evaluations, the way social evaluations overlap ot ameraotarging 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 theldtisdeaves
unexplored the question as to how andtimagvaluation 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 tegterigin of the study of legnacyEDFN WR :HEHU:-V ZRUN
(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.

7TKRXJK 6 XFKPDQ:V DUWLFOH VXFFHVVIXOO\ VXPPDUL]JHG SUH"
for further analysis, it did not completely address the problem.

Bitektine (2011), eapding on the work of Suchman, finds that scholars have used
legitimacy 1.2 different ways (them IROORZLQJ 6 XFKPDQ:V DQDO\VLVY DQG
GHWDLOHG GHILQLWLRQ RI OHJLWLPDF\ 7DEOH %LWHNWL
respects. First, Bitektine distinguishes between cognitive aipolgmzblegitimacy. Cognitive
OHJLWLPDF\ FR QferHIWP\WQ W& HVVYVWIDDIHSHFW RI OHIJLWLPDF\ DQG
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
XQGHU WKH XPEUHOOD RI "OHJLWLPDF\ p 6HFRQ Ghatc&h DUW L F X

render organizational legitimdabgmedia, regulators, and other industry members (such as

14
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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| «UHQGHUHG E\ PHGLD UHJXODWRUV DQG RWKF
audience | HWF ZKR «

Perceivedl «SHUFHLYH DQ RUJDQL]J]DWLRQ:V SURFHVVHV V)
dimensions OHDGHUV DQG LWV OLQNDJHV ZLWK RWKHU VR

«MXGJH WKH RUJDQL]DWLRQ HLWKHU E\ FODVVL
cognitive category/class or by subjecting it to a thorough sociopolitical evaluatic
ZKLFK«

Analytical
processing

«LV EDVHG RQ WKH DVVHVVPHQW RI WKH RYHUD
evaluator (pragmatic legitimacy), his or her social group, or the whole society (r
OHJLWLPDF\ DQG«

« W K U R Xpkite W &€ Hteractions 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.

Benefit
distribution

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 organiaatiar &nalysis). Obviously, this

makes it very challenging for researchers to measure the overall perceived legitimacy or illegitimacy
RI DQ RUJDQL]DWLRQ $V D UHVXOW PDQ\ VWXGLHV XVH D "VI

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 legitimacyametabvays
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

GLVWLQJXLVKHVY EHWZHHQ "'RUJDQL]DWLRQuW DQG 'DFWLRQVy

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)
VSHFLILHV WKH FRQFHSW RI OHJL W iercB, iyét indepe@der@ 6BFQ GHQW R C
SDUWLFXODU Raa¥rgdoiYatdn dr an ddtioh\¢an be considered inappropriate by a single
member of the audience, butan 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 genestileaable to
contexts. As a resuiw operationalizations of empirical studies on legitmeaegble to

acommodate the insight 8lichman (1998nhd 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.
(LJKWHHQ \HDUV DIWHU 6XFKPDQ:-V DUWLFOH WKH FRQFHSW
LOQOYRNHG WKDQ GHVFULEHG DQG >«@PRUHISIW3.Q GHVFULEH
Therebre, it is unsurprising that scholars have used alternative terms in sitoetepnevious
GHILQLWLRQV RI OHJLWLPDF\ DSSO\ )RU HI[DPSOH 3KLOLSSH
FRQIRUPLQJ DFWLRQVu WR UHIHU W Rsdgiety THer® Mawd/ikebnwW FRQIR U
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 legitjreaen if it opens different ones.

2.2Definition of organizational misconduct
In their detailed review of organizational misconduct literature, Greve et al. (2010biegically
byalsoQRWLFLQJ WKDW "WKH GHILQLWLRQ RI PLVFRQGXFW LV RI

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
REHGLHQW EHKDYLRU WKDW LV "ODEHOHGM DV GHYLDQW FDQ

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
7DNLQJ D FXH IURP %YHFNHU:-V ZRUN *UHYH HW DO GHILC

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

make an evaluation. Greve et al. (2010) refetttad particlar audiencas D ~ V Rénitrél O

agenwhich is an actorW K D W >glaHt&leckMityHa@dthat can impose sanctions on that

FROOHFWLYLW\Th& iE kbKeDcOnmpletedy new appraamhparedo legitimacy, given

% LWHNW L Q H skn of the raelLo¥ theXewaluating audience. However, in their definition,

Greve et al. (2010) make the role of the sBdRQWURO DJHQW FHQWUDO3 LQ WKDYV

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

evaluating audience in legitimacy literature occupied a seconddmg islthe first advantage

*UHYH HW DO -V GHILQLWLRQ KDV RYHU SUHYLRXV FRQF}
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.

OLVFRQGXFW LV D "EHKDYLRUp WKLYV PDNHV LW HDVLHU IRU

organizational ireconduct versus that of legitim&agally, Greve et al. (2010) are more specific in
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WKHLU GHILQLWLRQ RI WKH UHIHUHQFH JURXS 6XFKPDQ
FRQVWUXFWHG V\VWHP RI QRUPV YD O XtihNonkvkich isfléxibleDQG GHI
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: societ™MiVFRQGXFW WUDQVJUHVVHV WKH ERXQGDU\ GHILQF

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

Rl OHJLWLPDF\ LQ RQH RWKHU FUXFLDO DVSHFW *UHYH DQG
UHVSRQVLEOH EHKDYLRUu DV D VLQJOH X &dc nob3.th GR QRW C
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 consages 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
FROOHFWLYLW\-V EHKDOI >«@ ZH FRQVLGHU WKH ZRUOG !
bodies), the state (i.e., national and local governmental bodies), and professional

associations (e.g., the American Medical Associaé 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 beftmdaws, which are monitored and enforced by a
centralized thirgharty 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, thaocial nom<Z RUN DV "GHFHQWUDOL]J]HG LQVWLWXWLRQVu V
S X Q lthéiKyiolations (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) decide’tt W PRUH JHQHUDO DXGLH
customers, or specHitterest groups without an offistnding such as ngovernmental
RUJDQL]DWLRQV RU OREE\ JURXSV p WKHVH DXGLHQFHV DUH
norms.

Therefore, ifit WDNHYV WZR WDQJRuyu WR FRPPLW itrae@tdkekDO DFWYV
"WKUHH W Rravwspbrésdithg of Rddial normssehes QRW RQO\ LQYROYH WKH "RU
sociallDFWRU DJHQWp G\ D Gactdt XgaRR O KR W B Ke@, MHBRG@SE iBdvidiinls or
other contextually defined performance gatekdepé#ns organization&iterature on
organizational misconduct has mainly focused on the former while overlooking the later, reinforcing
the previously discussed literature Asia. 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

FRQV WU XF Wgsvigddohay FBLAMD® PLVFRQGXFW p

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@stcbhagent that

DQ RUJDQL]D Whrirgrenetheldystony of Rdlues and noroisociety

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 individuaigroupabmay
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@bntrol 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 wWeeyevaluation aine 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, investtiranzedia.

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 thagventualyL QIOXHQFH RUJDQL]DWLRQV:- VXUYLYDO DQG SH
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
XVXDOO\ FRQVLGHUV WKH SHRSOH:V RSLQLRQ YLD WKH PHGLI
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
UHSRUWLQJ DQG LQIOXHQFLQJ SHRSOH -Un&RiBoltiaLdRtdey WKH PH(
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 peotiienk 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
agents as actorsthdtHSUHVHQW "D FROOHFWLYLW\ D ® R O/OKIIFW L[EXDLQNV L RV«
EHKDOIp *UHYH HW DO TKHUHIRUH PRVW RI WKH UH\
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 readflisdeads to the first research gap:

Research Gap 1: Why do pewopbet 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
WKDW VLIQLILFDQWO\ DITHFWV RQH:-V ILQDQFHYV VXFK DV VHC
necessarily reactdaggyanizational misconduistthe samevayas citizens might. Investors are more

OLNHO\ WR PDNH WKHLU GHFLVLRQV EDVHG RQ HFRQRPLF UD\
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impacted by social misconduct?) versus normative rationality (Olivers 19t (io keep the
VWRFN" 7KH OLQN EHWZHHQ VXFK EHKDYLRUV DQG RUJDQL]L
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 compani@sa 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 thatongwalgnsocL H W\ - V
values and norms, but are not illegal. Social ORI N DV "GHFHQWUDOL]HG LQVWL\
"GLIIXVH LQGLYLGXDOV WR SXQLVKy WKHLU YLRODWLRQV ,Q.
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, 1988neavr(Deephouse, 1999; Smith, 2011),
or positive (Kraatz and Zajac, 1996; Durand, Rao, and MO#iirEXbach 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 ssiosgriat may have been ignored by
LQIRPHGLDULHY ZKDW %HFNHU G H ltheadswebty tHe HFUHW GH®
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 ofialsdevents of severe social migathethedia
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 legitimacygamzational 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 measui thle R&tiHU D O O
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 usingiib€&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. TR HIRUH ZKLOH MRXUQTL
ethical code normalizes mewkavsto 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 mulipspeeswsing
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
DGGUHVVHG KRZ GLIITHUHQW PHGLD RXWOHWY FDQ UHVSRQG

I look at how the evaluationsmiiltiplenewspapers 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 tiHomewds, it is less

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

Research Gap 3: Whyttie mediahangevaluationafter a scandal?

In summary, | look at the effect of social misconduct on the evaluation of three different audiences:
SHRSOH:-V FRPSODLQWYV InmedaHevaNi&ibng. Thelkobjédtive UHIiFHY D QG
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 1 2The 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
DFFHSWDELOLW\ E\ WKH (CAF Eddd2DH0: :1B)h@ptdr R fpon3ek biddandal
Calcioppi WKDW E\ GHILQLWLRQ LQYROYHV WUDQVJUHVVLRQV

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
misconductChaptend analyzes the scan@aliciopoliZKLFK DIIHFWHG ,WDO\:-V WRS VF

$u LQ WR D V\WHVAN B BMaIgRIidvaTtdr evere social misconduct.
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3.1.1TheUK advertisingregjlilati@ystem

$GYHUWLVLQJ WH Q GWrew Rortdd-diiofsiankalieR BtlaHyen- time. Thus, 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
organizaton toHQVXUH WKDW DQ\ IRUP RI DGYHUWLVLQJ RU PDUNH
WUXWKIXO DQG GHFHQWu $GYHUWLVLQJ DQG ODUNHWLQJ &
GLVVHUWDWLRQ , IRFXV W&HI&dryloFgBnZ&ion RRgvetiKikg StantfardsH O |
Authority (ASA) for the following reasons:

1. The ASA, which was founded in 1961, is one of the most legitimaigywatbry
RUJDQL]DWLRQV LQ WKH ZRUOG ,Q UHFRJQLWLRQ RI
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. Theseasstetion 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 puldisgtrgdNednesday 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 advetisegs 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 addres3dek CAP

Code 2010:113, emphasis added)

/KH UHIHUHQFH WR WKH DYHUDJH FRQVXPHU HFKRHV 6XFKI
GHSHQGHQW RQ D FROOHFWLYH DXGLHQFH \HW LQGHSHQG!
consider the decisions of the ASA Council as a direct (less préble@atiR[\ IRU VRFLHW\ -V F
EHOLHI DV WR ZKHWKHU RU QRW D FRPSDQ\:V DGYHUWLVLQJ |
this context, the ASA is regarded as the ®ociabl agent, and the decision to ban an

advertisement is treated as perationalization afrganizationalocial misconduct.

3.1.1.1 Data collection and coding

| had direct experience with advertisingregiflation 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

F R X Q W WegulatafyHomghnization.

Then, duringhesecond year of my thesis (2010), | contacted the European Advertising
Standards Alliance (EASA), which isthe-RethJDQL]DWLRQ WKDW "EULQJV WRJH
selfregulatory organizations and organizations representing the advertisingniidwefg and

EH\RQ&ES 7KH ($6$% LV "WKH VLQJOH DXWHKegulatiodi DWLYH Y|
issues and promotes ethical standards in commercial communications by means of effective self
UHJXODWLRQ p($680rMe is particulrimportant for its crosBorder 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 fromNtuedder, 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 meetirigania ¥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 seéfgulatory organizations,
among others. | also visitib selfregulatory anizatiorn Italy (where | also attended-da®
course on ltalian sekgulation), Spain, France, and the UK. Following this experience, it became
clear tame 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

$6%-V & (2 O\ PDLQ $6% FRQWDFW WKH FRPSODabgWv UHFHSWL
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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, andium®. However, data on the complainants were

anonymous: the ASA did not provide ZLWK WKH FRPSODLQDQW:-V QDPH DGGI
personal information, for obvious confidentiality reasons.

In order to begin compiling my second data source (newapees), the ASA put me in
FRQWDFW ZLWK WKHLU SUHVVY DJHQF\ OHOWZDWHU OHOWZDYV
companies with online articles published on around 140,000 websites worldwide. | purchased a
report from Meltwater containingthk 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. Themuaiiyaremoved repeat articles and false
SRVLWLYHV )LQDOO\ , UDQ D FRQWHQW DQDO\VLV RI WKH DL
service. Amazon Mechanical Turk is a crowdsourcing website that helps find workers that can
perform Human Intedce TaskX that is, tasks that are easy for a person to perform, but very
difficult for acomputer program to automat®&® H[DPSOH DQVZHULQJ TXHVWLRQ
the main company mentioned of the article? Does the journalist agree or disagféehvith6 $ - V
decision? Does the article mention how many people complained to tpe B&AService helped

coding around 10,000 articles under many dimensions.

"&DOFLRSROL p WKH , WDOLDQ VRFFHU VFDQGDO
Chapter 4 relies on the uniqueness ofbiet ¢hat affected the Italian Serie A in 2006, an event
known agCalciopdlicalcipbeing Italian for soccer arblithe common Italian slang term for
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"VFDQGDO u D QDO RIHRuXAeM/ Eh§IEHOoFHsCanda)s Boeri 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 Moggi

Juventus won the 20®5 Italian Championship, while A.C. Milan, Inter and Udinese
qualified for the Changis 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, Fidtea 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 UdiBesscia) 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, eadhAVSDSHU FRPPHQWY RQ UHIHUHHV:- PLVWDNFE
"ORYLROD p ZKLFK LV XVXDOO\ ZULWWHQ E\ DQ DVVLIJQHG MR.:
VXEMHFWLYLW\ RI UHIHUHHV:- GHFLVLRQV MR XdJé€poriahd/ WV KDY
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
PDVWHU:V GHJUHH ,Q , -MENWeD Ik sSpons HalieWwsK ioHiéirD ER Y H
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@@IM1 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 tlaerbstaah
assistant.
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3.2 Essay 1: Vox Populi Vox DeiBHR SOH -V &R P S @DdapprQoviate Ad¢eRiny
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 ASAinfluencsfuture complaints
lodged by individuals. Two mechanisms are proposed: the saliency of the event and the ambiguity of
WKH QRUP 7KH VDOLHQF\ RI WKH $6%-V GHFLVLRQV LV SUHGL
number of future complaints: the greaKH VDOLHQF\ RI $6%$:V GHFLVLRQV WK
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/heasdslEsay 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 @echcdly,

WKH HIITHFW Rl $6%$ GHFLVLRQV RQ WKH DIIHFWHG FRPSDQLHYV
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methodology of Cumulative Abnormal Return (CAR), a common method to analyze financial
impact in organizational misconduct research. However, in this esrttextASA does not

directly fine organizatiomspst of theobserved negative effect on share price will owe to informal
sanctions provoked by ASA decisions. Presurteddyg informal sanctions are not the same for all
companies. Therefore, Essay 2dheifswer the second researchway §re companies financially
penalized to a greater or lesser degrégeiosocial 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 casesayeharisie 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 disturbances aMdWUDWHJIJLF RSSRUWXQLWLHV QH
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
"OLJKWpu WASH RI VRFLDO PLVFRQGXFW LQ WKH VHQVH WKDW
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.

'LWK WKLV LQ PLQG (VVD\ ORRNV DW KRZzaBlZVSDSHUYV -
VSHFLILFDOO\ ZLWK UHJDUG WR QHZVSDSHUV:- HYDOXDWLRQV
SHIHUHHV:- GHFLVLRQVY FDQ EH GHEDWDEOH DQG DUH IUHTXHC

(VVD\ SUHGLFWV WKDW D Qganth&P fadidis: theldatl@naselidRed o HS H (
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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 scangaddvittea liability of status and
anadvantage afewness for refereakese effects are predicted to increase whearths n
enforced are more ambiguous as|tdeg more latitudedr audience interpretation. Finally, a
scandal is expected to affect disagreement among newspapers. As eachhaavespaper
respective local teams, each will judge ré&fesaduct differentlyMatchesnvolvinglocalteams
are predicted to generatere disagreement among newspapers. Essay 3 propoassahdal

LQFUHDVHV WKLY GLVDJUHHPHQW E\ HIDFHUEDWLQJ QHZVSD S

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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CHAPTER 1:INTRODUCTION

CHAPTER 2:ESssAYl CHAPTER 3:ESsSAY2 CHAPTER 4:ESSAY3

CHAPTER 5: CONCLUSION




CHAPTER 2: ESSAY1

Vox PopuLl Vox DEI?

PEOPLE S COMPLAINTS ABOUTINAPPROPRIATEADVERTISING!

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

interpretations. To address the unexplored questions of whether and how these
interpretations affedd XGLHQFHYV:- HYDOXDWLRQV DQG EHKDYLRU Z
between the number of public complaints received byregsadftoryrganization

DERXW FRPSDQLHV:- DGYHUWLVHP H@svyvatoiQ G WKH GHFLVLI
depending on the types of infigd norm. Drawing from sociological and socio

cognitive research on norms, we argue that people complain more wéién 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
SUHGLFWLRQV E\ ORRNLQJ DW SHRSOH:-V FRPSODLQWYV DE

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 thse wf sanctions (e.g., Becker, 1963; DiMaggio and Powell,

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

"UHZDUGYV IRU FDUU\LQJ RXW WKRVH DFWLRQV UHJDUGHG DV

actonsrd DUGHG DV LQFRUUHFWpu &ROHPDAQ :KLOH D VH'

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

"DPELJXLW Lid ¥eddiKgDNMctDrules\are to be taken as the yardstick against which

EHKDYLRU LV PHDVXUHG DQG MXGJHG GHYLDQWpu %HFNHU
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 samplicitly assuming laock 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 soagmitive (e.g., Sherif, 1936; Festinger, C&3dini,

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

arguethaD FULWLFDO VRXUFH RI Yabodd iPwhietkendrrgs have®eédd QFHYV - H Y [
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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 thdhe type of norm is an important moderator of the influence that one audience
exerts on another.

7R LQYHVWLIJDWH WKHVH TXHVWLRQV ZH FKRVH D FRQWE&E
audiences of two kingseopleamely consumers and citizens (the focal audiencet})iedmhety
(selfegulatyyrganizatisupposed ttake actioon 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
HQVXUH DGYHUWLVLQJ:-V FRQIRUPLW\ WR VSHFLILF QRUPV DQ
advertise their products or servicegtsgective consumers who then can voice their complaints
DERXW ILUPV: DGYHUWLVHPHQWY WR $6% 8SRQ UHFHLYLQJ D
infringement amisleadingharmful/offensMesleading advertisements misrepresent facts by, for
instance, promoting erroneous prices or deceptive promises, thus conveying information that is
presumed to violate norms that have been translated into specific rules (e.g., codes of commerce). In
contrast, harmful/offensive advertisements hurt local motie$s,bml valueksi.e., violate norms
IRU ZKLFK UXOHV DUH HLWKHU LQSEUIRRNiH Q¥HRNH @redy VR SUH
DOORZLQJ IRU P Xr@diwdus antl offeK Ghfitng,Hhterpretations. 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
peoSOH-V VXEVHTXHQW FRPSODLQWYV WR $6% :KHQ ERWK JURX!

L H $6%$ EDQV D ILUP-V DGYHUWLVHPHQW SHRSOH ZLOO FR
translated into specific rufelike 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, wi6$ FOHDUV D ILUP-V DGYHUWLVHPHQW L H
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 proeetink rol
mission

We utilized a unique dataset covering three year(@A@)That included all the
complaints received by ASA (64,104 complaints) and alt tredashline articles about all
disclosed ASA decisions (19,176 articles). Our findingst swpgompotheses: the interaction
between the type of ASA adjudications (ban vs. clear) and the type of violated norm (misleading vs.
KDUPIXO RIITHQVLYH FDVHV GHWHUPLQHV WKH H[WHQW WR ZK
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
QRUPVY DUH OHVYV OLNHO\ WR KDYH DIIHFWHG plath$OMr GHFLVLRQ
findings emphasize the importance of looking at the degree of interpretability of a norm and the
interplay between different audiences for research using a caondidates interface framework
and, more generally, for research on legitiByatyinging 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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selfregulation 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
DQ\ IRUP RI DGYHUWLVLQJ RU PDUNHWLQJ FRPPXQLFDWLRQ L
DQG GHFHQWHP $GYHUWLVLQJ DQG ODUNHWLQJ &RPPXQLFDWL
Back in 1937, the Internatio@damber of Commerce (ICC) issued the first advertising
FRGH WKDW WKURXJK VXEVHTXHQW XSGDWHV EHFDPH WKH ~’
(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 se#gulatorgystems 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 deifaZ0@d@ithé 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
"7TKH SURPRWLRQ DQG HQIRUFHPHQW WKURXJKRXW WKH 8QL
of advertising in all media so as to ensureop@&a@tion with all concerned that no
DGYHUWLVLQJ FRQWUDYHQHV RU RIIH@&t&ivig Stamdargsv W WKHVH
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 Financ€BASBOF) for nonbroadcast and broadcast advertisspectivelyThese 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 adver{idas pewg)s
GHVFULEHG DV 'DQ H [ighte0e0 seiarest. [AIRBiSE faY the@Q because they
NQRZ WKH\ EHQHILW JUHDWO\ DV D UHVXOW /LNHZheVH WKH S
ASA and the ASBOF/BASBOR).
If advertising were not subject to-setfulation,iZ RXOG EH "VXEMHFW WR >PRU

UHJX O Dh&/ASAQ@nd the 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
"$GYHUWLVLQJ DQG WKH /DERXU *RYHUQPHQW

", WKLQN OHJLVODWLRQ WKDW JRHV EH\RQG PLVUHSUHVHQV

objectively, would be quite difficult to frame; rather, sleawbersome and expensive to

RSHUDWH DQG LQ WKH HQG SUREDEO\ QRW DV HIIHFWLYH

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 AQAIls&ibn 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 cagelWth®@X LWW R Q -V ED
see AppendiR® RU WKH ODXQFK RI f+HDW. SHUIXPH 7TKHVH UXOLQ
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 angightindependent 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 orgarations 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 complaiftal@oyear
50% of the tal complaints of all European countries combined), and the state. In 2004, ASA has
EHFRPH WMKWRRQ@HKRSU RI DOO DG Y Hdsoatcastapd bio&IPsStODL QW YV IR L
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
IURP "1R $GGLWLRQDO ,QYHVWLIJDWLRQUW FDVHV ZKLFK LQYRC(
WR PDUNHWLQJ FRPPXQLFDWLRQV WKDW HbOatcast CoOmBI&8N QRW EU
+DQGOLQJ B3URFHGXUHV WR "6 WDQGDUG ,QYHVWLJDWL!
Rl WKH &RGH DQG DUH "OLNHO\ WR EH RI LQWHUHVW LQ WHU

RWKHU P DU N H Wbrbadegst ChmplainRHandlidgU RFHG XU HV "6WDQGI
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, QYHVWLIJDWLRQVuy FDVHVY DOORZ DGYHUWLVHUYV WR UHVSRQC
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 Wednesdaye@pdsted 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 visibility 6$-V DGMXGLFDWLRQV DQG VXEVHTXHQW LPS
major sanction for companies whose advertisements do not conform to tiakle@8shows

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) a 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 reviewer Wi LPLODU WR W KH i$éhHsan [#ased brihsDe reputation

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 doefptabigiating an investigation and making a
recommendation to the ASA Council, which can decide whether to accept Ampeas are infrequent (46 out of
2,704dofthe $6$ &RXQFLO -V G B3/ duRoR2y434@h 201@nd very few end in reversed adjudications (4

in 2009 and only 1 in 2010).
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3 RESEARCH PROPOSITIONS
/KH GHJUHH WR ZKLFK SHRSOH UHDFW WR D ILUP:-V SHUFHLYF
greatly based on the level of public attention it receives. Accordingly, our baseline hypothesis
FRQFHUQV WKH UHODWLRQVKLS iart$\and thelr@mibeKod fIMbeOLHQFH R
FRPSODLQWY SHRSOH ZLOO PDNH WR $6%$ DERXW ILUPV:- DGYH
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
agendaV HWWLQJ WKHRU\:V DVVXPSWLRQ WKDW WKHUH LV D FRU!
PDNH DYDLODEOH WR WKH SXEOLF DQG SHRSOH:V DIJHQGDV
Degohouse and Suchman, 2008). In one of the first studies of this kind, Davis (1952) found that the
LQFUHDVH LQ SHRSOH:V HVWLPDWH RI WKH FULPH OHYHO LQ
reported in Colorado newspager®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
ZLWK WKH SXEOLF:-V SHUFHSWLRQV DQG FRQFOXGHG WKDW ¢S
LVVXHV DUHu

AcFRUGLQJ WR WKLYV YHLQ RI UHVHDUFK D GHFLVLRQ: -V VI
The more frequently a topic is discussed, the more likely people are to perceive it as important
OF&RPEV DQG 6KDZ $V WKH\ UHms@réugh Kéd tepDrsR XW $6$ -
SHRSOH EHFRPH PRUH VHQVLWLYH WR ILUPV: DGYHUWLVLQJ L
that people complain to ASA about advertisements in their immediate environment. Moreover,
salience of ASA decisions makesitipadication process more widely known and people more
DZzDUH WKDW WKH\ QHHG WR FRPSODLQ EHIRUH $6% FDQ DFW
VWLPXODWHY PLPHWLF EHKDYLRU DV WKH\ IDFH WKH VDPH R
advertisement SHRSOH WHQG WR LPLWDWH ZKDW RWKHUV KDYH G

LQIRUPY SHRSOH DERXW $6%$-V LQIOXHQFH DQG DXWKRULW\ W
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its removal or continuation. Even though the role of ASA isestdlished and legitimate among
advertising professionals, it has only limited resources to promote its activities to the public. In this
VHQVH $6% GHFLVLRQV:- VDOLHQFH LQ PHGLD FRQWULEXWHYV

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

HypothessaKH PRUH VDOLHQW $6%$:V GHFLVLRQV DUH WKH PRI

$6$ GHFLVLRQV:- VDOLHQFH LV DQ LP SR Wuith Qe c@eeWHYePLQDQV
WKH QDWXUH RI WKHVH GHFLVLRQVY PDWWHUYV DV ZHOO VLQF
rather differently (Deephouse and Heugens, 2009). Based on different criteria, ASA can ban or clear
ILUPV .- DGYHUW LatikbPthe@e\of soElaltrth¥Xan advertisement is presumed to

infringe is key to explaining whether people will be more or less vocal when ASA releases its
GHFLVLRQV $6% FDWHJRUL]HV SHRSOH:-V FRPSODLQWY DV PL)\
DGYHUWLVLQJ FRGH GHVFULEHY PLVOHDGLQJ DV IROORZV 70
PLVOHDG RU EH UKIOdd¢ OF\NURod8EasivARIyertising, Sales Promotion and Direct
Marketing? 03 Misleadinglt then goes on to provide a dethiist of rules that specify what is
DOORZHG DQG ZKDW LV QRW DOORZHG )RU H[DPSOH PDUNHW
FRQVXPHU E\ RPLWWLQJ PDWHULDO LQIRUPDWLRQu RU "WKH |
distributing or submittingaMUNHWLQJ FRPPXQLFDWLRQ IRU SXEOLFDWLR
documentary evidence to prove claims that consumers are likely to regard as objective and that are
FDSDEOH RI REMHFWLYH VXEVWDQWLDWLRQ p $6%& PLVVLRQ
trust between people and firms. If ASA tolerated misleading advertisements, it essentially would be
FRQFHDOLQJ EHKDYLRU WKDW KXUW SHRSOH:-V HFRQRPLF ZHC
"PLVUHSUHVHQWDWLRQ RI IDFWV p y FiktR&p6riy1684\8), fdlseQ J 6 WD QG
promises, or erroneous price advantages is detrimental for both consumers and the advertising
industry in general.
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OLVOHDGLQJ DGYHUWLVHPHQWY FDQ LQYROYH VRPH LQW
H[DJJHUDW L Ri@\¢laifisStKdtlthielhverade consumer who sees the marketing
FRPPXQLFDWLRQ LV XQOLNHO\ WR WDNH OLWHUDOO\ DUH DOC
&$3 &RGH $OWKRXJIK VHSDUDWLQJ ZKDW LV "REYLRXYV
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 exéimediiestifive 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:
"ODUNHWHUY VKRXOG WDNH DFFRXQW RI WKH SUHYDLOLQJ
which a marketing communication is likely to appear to minimize the risk of causing harm
RU VHULRXV RU ZLThE VKSCbHE0GN dorbbldQast-Advertising, Sales
Promotion and Direct Marketing: 24).
7KH $6%$-V DWWHPSW WR FUHDWH JXLGHOLQHVY WKDW FDQ EH
offence are judged has not been without difficulties. The chaflesgessing harmful and
RIITHQVLYH FDVHV ZDV HYLGHQW VLQFH WKHyE#dfLQQLQJ DV H
operation:
"ODWWHUV RI WDVWH DUH DOZD\V WKH PRVW GLIILFXOW W
subjective, and judgment varmeding to the medium used, the timing of the
advertisement, individual and readdf DFWLRQ DQG PDQ\ RWKHU IDFWRUVu
Standards Authority Report Fourth Report: 21).
In the early 1970s, with the rise of a more permissive society, theohwamiefaints on taste
increased significantly. ASA did not uphold the complaints and clarified its position toward
complaints on taste and decency as follows:
"TKH $XWKRULW\« GRHVY QRW LQWHUSUHW LWV UHVSRQVLEL
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
DFFHSWDEOHu 7KH $GYHUWLVLQJ 6WDQGDUGYV $XWKRULW\
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ASA acts only when cases cause widespread harm or offence to the extent that it damages the entire
advertising field:
":KHUH D IRUP RI DGY HU W lcanhlbfng theRnhbleRadvert@iagXndistty iy L 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
directly or by innl QGRp 7KH $GYHUWLVLQJ 6WDQGDUGYV $XWKRULW
8QGHUVWDQGLQJ ZKHQ WKLV "SRLQWM LV UHDFKHG RIILFLDOC
ASA Council. However, because values about taste and decency change significaetlhever ti
GHILQLWLRQ RI WKH "SUHYDLOLQJ VWDQGDUGVH LQ VRFLHW\
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
KDUPIXO RIITHQVLYH FDVHY DUH EDVHG PRUH RQ PHPEHUV:- SH
norms than oroncreteevidence andifringement ofvelldefinedrules. (See Appendior
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 withipoécision 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 mores &ri\eajsEsording to Becker
HTXLYDOHQW WR "~ YWHRKHQ@PMNG RIHRQUAHIIBIQ H]® icH Y WADK D W
GHFLGLQJ RQ FRXUVHV RI DFWLRQ LQ FRQFUHWH VLWXDWLRQ
Code 2010) that discusses categories, the descriptiolistebdirugtegory is seven pages long
with three title levels (section, subsections, and particular cases). The description of the
Harmful/Offenscagegory 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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KDUPIXO RIIHQVLYH FDVHV LV SDUWLFXODUO\ LPSRUWDQW EF
RQ SHRSOH:V VXEVHTXHQW typR éf SaonDvicaieryy WR YDU\ ZLWK WKH

/JHW -V ILUVW FRQVLGHU WKH GHFHVLRKHO RS ED QP DG VMXGSYLHFL
GHFLVLRQ DOLJQV ZLWK D FRPSODLQW :KDW LV WKH HIIHFW
if the case is misleading rather than fodlioffensive? For misleading cases, when ASA decides to
EDQ D FRPSDQ\:V DGYHUWLVHPHQW WKH PHFKDQLVPV LQWUR
JLUVW D FRPSDQ\:V PLVFRQGXFW LV QRW RQO\ FKDOOHQJHG
ASA thus increasing the perceived illegitimacy afKhadvertising on overall7 KH FRPSDQ\:-V
perceived misconduct is likely to produce negative externalities that spill over to other
advertisements (Tirole, 1996; Desai, 2011; Vergne, 2012), similaotincasésal accidents
(King and Lenox, 2000) or product recalls (Zavyalova et al., 2012). Sectaadsois®ns signal
$6%$-V SURSHQVLW\ WR UHFRJQL]H SHRSOH:-V FRPSODLQWYV DV
complaining and reinforce th@mstic pressures to follow previous complainers. Finally, misleading
FDVHV LQYROYH D ORVV LQ FXVWRPHUV: ZHOIDUH $V DFNQR?Z
LQWHUYLHZ ODUFK "EDQQLQJ DGYHUWLVHPHQWY WKD
entcHV RWKHU SRWHQWLDOO\ IRROHG FXVWRPHUV WR ILOO LQ
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
RYHUDUFKLQJ SULQFLSOHVY WKDW HPERG\ VRFLHW\:-V SUHYDL!
welldefinedudgment criterion is available to discriminate between what is normal or acceptable

DQG ZKDW LV QRW %HFNHU RU WR "SHUFHLYH XQDPELJ;
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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:

HypothesisSaliencyAA banGHFLVLRQV ZLOO WULJJHU PRUH VXEVHTX|
cases than for harmful/offensive cases.
/IHW: -V WedGBGRPALRLRQYVY FDVHV LQ ZKLFK $6% GLYHUJHV IURP SH
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 idfl#tienship between salience and
future complaints for these cases. In contrast, for harmful/offensive cases, the ASA Council is
FKDUJHG ZLWK WKH WDVN RI HYDOXDWLQJ WKH SRLQW "ZKHQ
advertising as grossly offeidiv ZKHWKHU GLUHFWO\ RU E\ LQQXHQGR pn 7KF
based on a set of specific rules nor on hard facts, butioditictualevaluations of ASA
PHPEHUVY ZKR GHFLGH ZKHUH WR SXW WKH "\DUGVWLFNp WKD
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
PRUH VDOLHQW WKH SXEOLF-V DWWHQWLRQ LQFUHDVHY DQG
$6%$-V GHFLVLRQV RQ ZKHWKHU WR SXQLVK SHUFHLYHG QRUP\
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

2XU PDLQ YDULDEOHY DUH SHRSOH:V FRPSODLQWYV WR $6% DC
number & media reports (articles) on ASA decisions. Information about complaints was provided

by ASA. During the study period (2@070), the $1Edition 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
complaintwe 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 ASA did not provideZ LWK WKH FRPSODLQDQW:V QDPH DGGL
personal information, for obvious confidentiality reaBexgle 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 excluded b D QL]DWLRQV:- FRPSODLQWYV IURP WKH VDPSOH
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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%tiskauets
received only 1 complaint, 7.5% of the advertisements between 2 and 25 complaints, and only
0.5%3 216 advertisemeritsnore than 25 complaints. However, these 216 advertisements were
responsible for 30% of total complaints. They attracted congideealn 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 resultdwhich areailable from the authors upon requeste 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 Ad&isions through LexisNexis and Factiva databases
(printed and broadcast news), and Meltwag6$-V PHGLD DJHQF\ RQOLQH QHZV
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#édis 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, lotcast 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 Augus31,2010® a total of 1,058 days. However, we B&8¢kays of missing

data distributed as folloviisbecause we uba lag value for s@of our independent variab@8EHFDXVH $63%-V
internal software did not work during the fistveekends (Saturdays and Sunddejause the software did not
recordacomplaint on January2008.
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most of them in the UK and other English speaking countries. Meltwater was able to trace media
articles back to October 2007, the starting dater study. These articles then were cleaned by
eliminating double counting of the same news on the same website (sometimes the same webpage
had two URLS). Meltwater provided us with the algorithm used to search media articles about ASA.
This algorithm inakdes different labels used to identify ASA as reported in the news, such as
"$GYHUWLVLQJ 6WDQGDUG V $XWKRULW\ p "$GYHUWLVLQJ 6W
6WDQGDUG V $V VR Ehdohdd tRege labeld WeHRASE. Otk second step 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 bdvaskgaand 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 Complamesasures the number of complaints peogptke to ASA

on a specific topic during 1 of the 1,030 days of our study period. We divided complaints into the
IRXU PRVW UHSUHVHQWDWLY-NHWRBLEY WSKIHFRUGIL QF &\RRPENVIBEQ
people are more likely to file a complaint topia when they have read an article on the same

WRSLF VR LW LV LPSRUWDQW WR FRQWURO IRU-D WRSLF:-V HI
categories. SUDWHJRULHY DUH QRW IL[HG EXW FKDQJH DV QHZ WR
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 otsperadiay 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 theoretitaldst 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@eiygfpand therefore conteed

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

mentioned either in the title or within the first three paragraphs. Otherwise, we classified the article
asGenerahrticles classified 8pecifieele 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
ASA ASA Ottej3 H J DQ HIHFXWLYH OHDYLQJ RU VWD\LQJ $6% -V Ul
withdrew an advertisement against which complaints were filed. These articles covered news not
directly linked to the ASA formal adjudications. Finally, articdejumigationsere divided
betweerBanandClegrandMisleadirmndHarmful/Offensigeticles classified 8ancovered

adjudications that upheld the complaints and banned the advertisements, while those classified as
Cleareferred to adjudications that dJdqRW XSKROG WKH FRPSODLQWY WKXV F(
advertisements. The categdvedeadirmpdHarmful/Offensa@mprise articles that referred to the

WA\SH RI QRUPVY DQG UXOHV FRPSDQLHV: DGYHUWLVHPHQWYV D
two categorieBanvs.CleaandMisleadirvg. Harmful/Offengiage different partitioning of the
overallAdjudicationgticles. The interaction of these two categories led to feynosipls® Ban
MisleadinBarHarmful/Offensi@GeaiMisleadingndCleatHarmful/Offensiverith which we tested

Hypotheses 2 and 3.
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%HFDXVH LQGLYLGXDOV:- DELOLW\ WR IRFXV WKHLU DWWFE
the effect of media articles on the attitude of people to complain diminishes withgimeam#$
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, r2femdent variabReople
Complainigas 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’/lOtherUWLFOHV WR FRQWURO IRU $6%-V YLVLELOLW)
media is likely to stimulate more complaints because people become aware of the existence of an
organizatiofASA) to which they can complaBR XW FRPSDQLHV:- DGYHUWLVHPHQ)
Generd UWLFOHYVY DV D SUR[\ IRU WKH OHYHO RI DGYHUWLVLQJ:-V
only incidentally are likely to be articles that question advertising in general and, in sééloing, furt
VWLPXODWH S H RBpeoitit/OthagrdRee 8= @ibxiale)ad/are calculated like the other

independent variables: they are the log of the sum of articledatdtby. Third, the
FKDUDFWHULVWLFV RI WKH FRPSDQLHYI QRMRON M R QO%6-3/- \F IS
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 complafifublis 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@parEsationtd 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 Milondagnd 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. Tieadedvertisement was an atheist campaign
WKDW LQYLWHG SHRSOH WR "VWRS ZRUU\LQJ DQG HQMR\ \RXL
advertisement generated 392 complaints and the reaction of a Christian political party that
responded with an adwfLVHPHQW WKDW FODLP HGan &ddveHis¢éehntVhaG HILQL W 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 Complagmts+ B,Articlgg,, ;) + 3,Control Variables)

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-tlhy;d the topic specific constant

term3 i.e., the unobservable for the tapand Q) is the disturbance term. While a ranediects
specification assumes that unobserved variables are uncorrelated with the other explanatory
variables in the model, the fixedtects specification allows them to be correlated. As we cannot
exclude correlains 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-aeffectd model.

5 RESULTS
Table 4presents the descriptive statistics and the correlation valuearevheterally 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 2Descriptive Statistics and Correlation Values

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

1. People Complaints 2.36 0.76

2. Adjudications (d + {ti)) 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. Ban2Misleading (d + (d)) 062 1.03 044 0.75 081 0.18 0.98 0.08
8. ClearzMisleading (d + (d)) 0.12 040 0.22 038 025 060 0.48 0.07
9. Ban2Harmful/Offensive (d+(ell)) 035 081 0.04 055 060 0.12 0.09 0.85
10. Clear Harmful/Offensive (d+(el)) 0.18 056 0.04 039 0.08 0.83 0.04 0.60
11. Specifi@ Other (d + (d1)) 148 102 0.11 022 0.18 0.17 0.13 0.18
12. General (d + {i)) 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. Clear2 Misleading (d+ (d)) 0.3
9. Ban2Harmful/Offensive (d+(ell)) 0.00 0.0
10. Clea” Harmful/Offensive (d+(e)) 0.0. 0.1 0.1

11. Specifi@ Other (d+ (d1)) 0.1 0.1 0.1. O0.1

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

13. % Internationa(d + (d-1)) 0.3 020 0.3 0.1 0.1 0.1

14. % Public (d + (d)) 0.3 0.2 0.2 0.2 0.1 0.1 0.7

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
RQO\ WKH FRQWURO YDULDEOHYVY ORGHO WHVWV WKH ILUVW
adjudications. Model 3 discriminates between articles that@Gepbles -V GHFLVLRQV WR EDC(
FRPSDQLHV:- DGYHUWLVLQJ ORGHO GLVWLQJXLVKHYV EHWZHE
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 SpthafiOthe(3=0.064p<0.00} and
GeneréR=0.157p<0.001 YDULDEOHV WKDW SRVLWLYHO\ DIITHFW WKH Q>
$V H[SHFWHG PHGHLODHWYBHQHRIBOSUDYRUHG PRUH SHRSOH:V F
$6%$-V YLVLELOLW\ DQG DZDUH Q MWundagummy\and thé vafiaBld QF H DQG U
Internationale positive and significant (3=0.38®.00land 3=0.165<0.001respectively). T

indicates that a greater number of complaints were submitted after the weekend and the greater the
SHUFHQWDJH RI LQWHUQDWLRQDO ILUPV PHQWLRQHG LQ $6%-
complaints. In contrast, public firms do not seem getrigore future complaints than private

firms do. The other two dummpesieinz Kiss athdAtheist atl 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
LQ SHRSOH:-V DWWLWXGH WR FRPSODLQ
Model 2 shows the results for the first hypotRasss, more media reports about ASA
DGMXGLFDWLRQV ZLOO LQFUHDVH WKH QXPEHAdudR&ERSOH -V

variable is positive and highly significant (3=Q&900) Specifically, a 1% increase in the
number of articles oidjudicationsQFUHDVHG SHRSOH:-V IXWXUH FRPSODLQW

ORGHO HVWLPDWHYV WKH PDLQ HIIHFW RI PHGLD FRYHUD
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 artickdaroriul/Offensoases on the number of
SHRSOH:-V IXWXUH FRPSODLQWYV

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

p<0.00) andBarHarmful/Offens{{%=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.

Table 5 2Fixed Effects Models Predictions the NumbeB6fRSOH -V ) XWXUH &RPSODLQ

Variable Model1 Model2 Model3 Model4 Model5
Hypothesis 1
Adjudications (d + [d]) 0.090t ¥ :
(0.010)
Ban (d + [dl1]) 0.077# %:
(0.010)
Clear (d + [€ll]) 0.064f 1 :
(0.014)
Misleading (d {d-1]) 0.095% 1 :
(0.011)
Harmful/Offensive (d + [el]) 0.047 %+
(0.011)
Hypothesis 2
Ban 2Misleading (d + d]) 0.089f 1 :
(0.011)
Ban 2Harmful/Offensive (d + [€ll]) 0.031F *
(0.012)
Hypothesis 3
Clear2Misleading (d + [d]) 0.048t
(0.023)
Clear2Harmful/Offensive (d + [ell]) 0.059f f:
(0.016)
Specific/Other (d + [el]) 0.064tt: o0.056t+: 0.0574%: 0.058t%: 0.058t1%:
(0.010) (0.010) (0.010) (0.010) (0.010)
General (d + [d]) 01574+ 0.128F+: 0.129F%: o0.128F%: 0.130f%:
(0.013) (0.014) (0.014) (0.014) (0.014)
% International (d + [d]) 0.165t%: 0.081F % o0.090t% o0.105F%: 0.112t%:
(0.027)  (0.028)  (0.028)  (0.028)  (0.028)
% Public (d + [¢l]) -0.011 -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 0.386t+: 0.423t+: 0421+ % 0422f%: 0422t%:
(0.025)  (0.025)  (0.025)  (0.025)  (0.025)
Constant 1.975tF: 1.996F+: 2.000t%: 1.994tF: 1.995FF-
(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

#<0.05; ¥ <0.01; ¥ $%0.0012 Standard errors 