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GENERAL INTRODUCTION 

The turn of the millennium saw a profusion of organizational misconduct and failures, 

resulting in the notion of “organizations gone wild” (Greve, Palmer, & Pozner, 2010: 54). 

Supporting this notion is the estimate that about 13 percent of large organizations in the US 

engage in various forms of misconduct and that the total cost of these misconducts is between 

$181 and $364 billion a year (Dyck, Morse, & Zingales, 2013). Prior research has sought to 

document and understand the punitive reactions to the revelation of organizational misconduct. 

While law scholars study the dynamics of judicial punishments for misconduct, organizational 

scholars emphasize extra-judicial punishments conferred by key organizational audiences.1 For 

instance, investors react negatively to the news of financial misconduct such that an organization 

loses about 28 percent of its market value when its misconduct is revealed (Karpoff, Lee, & 

Martin, 2008). Further, network partners may break the relationship with an organization found 

to have engaged in misconduct, eroding the social standing of the organization. Sullivan, 

Haunschild and Page (2007) in this regard found that the disclosure of an organization’s 

misconduct altered the focal organization’s network structure; high-quality network partners 

leaving the network led to a decline in the quality of its network partners. Similarly, as the news 

of organizational misconduct come to light, clients defect (Jensen, 2006), organizational 

members leave (Piazza & Jourdan, 2018), newspapers report negatively (Lamin & Zaheer, 

2012), and regulatory agencies levy enforcement actions (Correia, 2014).  

                                                           
1 Merriam-Webster dictionary defines punishment as “suffering, pain, or loss that serves as retribution” and as “a 

penalty inflicted on an offender through judicial procedure” (emphasis added). I use the first, more inclusive, 

definition. Punishment refers, in other words, not only to penalties inflicted through judicial procedures but also 

through extra-judicial mechanisms. Thus, my use of punishment is similar to Sharkey (2014), who uses punishment 

to describe negative investor reactions to the financial restatement announcement (see also Greve et al., 2010). 
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The extant literature confirms the basic “crime and punishment” intuition by showing that 

organizational misconduct typically results in punishment. The key insight of the literature 

however is that the extent of punishment for misconduct is quite heterogeneous: some fraudulent 

organizations are punished harshly while others escape with only minimal repercussions. The 

Securities and Exchange Commission (SEC), for example, levies enforcement action on only 

about 13 percent of the organizations engaged in securities fraud. Even those who are directly 

affected by the misconduct react to the misconduct in an inconsistent manner (Barnett, 2014). 

Palmrose, Richardson, and Scholz (2004) report that although, on average, investors react 

negatively to financial restatement announcement, 29 percent of these announcements do not 

yield any negative reactions from investors. Accordingly, much research has sought to explain 

the inconsistency in punitive reactions to organizational misconduct (see Barnett, 2014 and 

Greve et al., 2010 for reviews). My dissertation speaks to this strand of research and aims to 

enhance our understanding of the heterogeneous punitive reactions to organizational misconduct.  

Specifically, the dissertation focuses on punishment inflicted on organizations by social 

control agents, for organizational misconduct. A social control agent is an individual or 

organizational actor that represents a collectivity, enforces rules and norms, and sanctions the 

violators on the collectivity’s behalf (Greve et al., 2010). The conception of social control agent 

varies along two dimensions. First, it varies along the level of analysis at which social control 

agents operate: macro level (e.g. The International Court of Justice for world polity), meso level 

(e.g. Securities and Exchange Commission for American corporations), and micro level (e.g. 

parole officers for parolees). Second, it varies along the Weberian basis of authority that provides 

legitimacy to the social control agent. On the one hand, formal control agents (e.g. courts, police, 

SEC) obtain their legitimacy from the rational-legal authority bestowed upon them by the state. 
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On the other hand, informal control agents’ (e.g. parents [for their children], newspapers, social 

movement organizations) legitimacy is based on traditional and charismatic authority that the 

public at large grants them because of their social role and position. 

The adverse consequences of formal social control agents’ attention to an organization’s 

misconduct are well documented. When a formal social control agent brings an enforcement 

action against an organization, it generates a stigmatizing label for the focal organization that 

becomes part of the official crime record and by that confirms initial allegations of misconduct, 

leading to negative reaction by other stakeholders (Grattet, 2011). Choi and Pritchard (2016), for 

instance, suggest that civil lawsuits result in larger settlements if the SEC (a formal social control 

agent) is also investigating the same fraud. While formal social control agents have the formal 

authority to enforce rules and regulations on the fraudulent organizations, informal social control 

agents such as the news media have the capacity to publicize and disseminate the details of an 

organization’s misconduct (Adut, 2005; 2008). Publicity of an organization’s misconduct 

challenges its legitimacy, and as such, constitutes a punishment for the organization. News media 

attention to an organization’s misconduct also inflicts pressure on the formal social control 

agents to take action, which decreases their discretion whether or not to target the focal 

organization (Greve et al., 2010). In evidence of this, Kedia and Rajgopal (2011) found that the 

SEC is more likely to investigate those fraudulent organizations that attract greater media 

attention. In a similar vein, King (2008) demonstrates that organizations targeted by boycotts are 

likely to concede to the demands of the boycotters when major newspapers attend to the issue. In 

contrast to the research on consequences however, we know very little about the antecedents of 

punitive reactions to organizational misconduct by social control agents (Greve et al., 2010). The 
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lack of theoretical and empirical studies on the determinants of social control agents’ behavior is 

especially surprising given the significant consequences of their decision-making and actions.  

Understanding punitive reaction to organizational misconduct by social control agents is 

important for three reasons. First, like any other social actor, relevant social control agents such 

as the SEC, newspapers, social movement organizations, are boundedly rational and resource-

constrained actors (March & Simon, 1958); therefore, they can only attend to a limited number 

of instances of misconduct. Furthermore, organizational misconduct is a complex and ambiguous 

phenomenon in itself. Taken together, social control agents have discretionary power to attend to 

some instances of misconduct and not to others. Second, the sociology of deviance literature 

suggests that the way in which a social control agent initially attends to a perceived deviance has 

a significant influence on the outcome of the legal proceedings of the focal case (Daly & Tonry, 

1997; Paternoster & Iovanni, 1989). In addition to affecting outcomes of the legal proceedings, 

attention by social control agents to a perceived misconduct initiates the process of 

stigmatization (Devers, Dewett, Mishina, & Belsito, 2009; Link & Phelan, 2001), the adverse 

consequences of which are well established in the organizations and management literature 

(Hudson & Okhuysen, 2009). Third, social control agents are neither apolitical nor indifferent 

actors. They differentially attend to instances of misconduct based on several factors including 

self-interest, organizational constraints, societal pressures, etc. Given the ambiguous and 

complex nature of rules and norms, an examination of factors that drive social control agents’ 

attention to organizational misconduct is informative and allows organizations to better 

understand the line separating right from wrong (Greve et al., 2010). In sum, as Greve et al. 

(2010: 57) assert, the “rigorous use of a social-control-agent definition of misconduct, paired 
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with empirical research on the behavior and influence of social-control agents, would be a major 

contribution to research on organizational misconduct.” 

The first chapter of the dissertation – Catching the big fish: The role of scandal in 

making status a liability – focuses on the Securities and Exchange Commission (SEC) as a 

formal social control agent that functions at the meso level (in the US) and derives its legitimacy 

from the rational-legal mandate given to it by the Securities Exchange Act of 1934 (Seligman, 

2003). The aim of the chapter is to understand when the formal social control agents are more 

likely to take an enforcement action against high-status organizations. Social status therefore is 

the key construct in this chapter around which the theorization of punishment by a formal social 

control agent revolves. Specifically, social status is the hierarchical position organizations 

occupy within their social systems. Prior research suggests that the punitive reactions to 

misconduct are influenced by the status of the focal actor and that status can be an asset or a 

liability in this respect. Because the effect of status is ambiguous in determining punishment for 

misconduct, more theory development is needed to determine exactly when status is more likely 

an asset and when it is more likely a liability.  

I theorize that status is more likely to be a liability when misconduct is part of a scandal 

that engulfs multiple actors. This is because scandal decreases the protective benefits of status 

and augments the potential hazards of status. Specifically, the positive expectations associated 

with high-status organizations give high-status organizations the benefit of the doubt in cases of 

potential misconduct. I argue that scandal reduces this benefit through provision of evidence by 

external audiences and through reduction of the bar needed to establish blameworthiness. 

Another benefit of status is that it is an important source of power that deters social control 

agents from targeting high-status organizations. Scandal takes away this benefit by reducing the 
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availability of channels through which power is exercised, for instance, the fear of contamination 

makes friends reluctant to help during scandal (Jonsson, Greve, & Greve, 2009). Scandal also 

increases the risk of enforcement action against high-status organizations by increasing the 

potential downsides of status, for example, by creating a need for deterrence and increasing 

political incentives for social control agents of targeting high-status organizations. Focusing 

empirically on Securities Exchange Commission (SEC) enforcement actions, it was found that 

status in itself neither protects nor exposes organizations to SEC enforcement actions, but that 

status increases the likelihood of SEC enforcement action when misconduct is part of a wider 

scandal. 

The second chapter – The ideological imperative: The role of ideology in news coverage 

of deviant organizations – and the third chapter – On scandal and stigma: Explicating the role 

of newspaper ideology in event-stigmatization of organizations – of the dissertation focus on 

news organizations as informal social control agents that function at the meso level and derive 

their legitimacy from traditional and sometimes charismatic authority bestowed upon them by 

the public at large because of news organizations’ historical position and role as information 

intermediaries in society. The aim of the second chapter is to understand how the ideology of 

news organizations and its (mis)alignment with the ideology of the fraudulent organization 

influence the extent to which a fraudulent organization receives negative news coverage. 

Correspondingly, the aim of the third chapter is to explain how the ideology of a news 

organization affects event-stigmatization during scandals. Ideology therefore is the key construct 

in chapter 2 and chapter 3 around which the theorization of punishment by informal social 

control agents revolves.  

Specifically, ideology is a bundle of interconnected views about what constitutes a proper 
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moral, social, and political order. Ideology is important because it configures individuals’ values 

and beliefs and acts as a guide for action. In chapter two, I identify ideological affinity and 

ideological content as two key mechanisms through which ideology’s effects come into play. 

Ideological affinity refers to an actor’s preferential treatment of ideologically similar others, and 

ideological content, on the other hand, refers to the definitional core of an ideology. I argue that 

ideological affinity and ideological content are based on distinct socio-psychological 

assumptions and mechanisms, and that their effects may not necessarily coincide. Focusing 

empirically on news media coverage of organizations accused of corporate fraud, I found that 

only liberal news organizations showed ideological affinity towards ideologically similar liberal 

leaning organizations. Conservative news organizations, on the other hand, did not exhibit 

ideological affinity towards conservative-leaning organizations. Conservative news organizations 

in accordance with the ideological content of conservatism showed strong negative reactions 

towards all fraudulent organizations, notwithstanding their ideology. The results point to the 

importance of ideology in driving negative news coverage an organization receives for its 

misconduct and of the importance of making a theoretical distinction between ideological 

content and ideological affinity in this relationship.  

Building on the importance of scandal in the first chapter and that of the news 

organization’s ideology in the second chapter, I develop an understanding of how and why 

organizations are event-stigmatized by news organizations during organizational scandals. 

Specifically, I construct four complementary measures of event-stigma based on the number of 

stigmatizing, destigmatizing, and neutral articles written about the focal organization during the 

scandal and based on the number of news organizations that published these articles. Using an 

inductive, multiple-case research design, I found that negative ideological characterization of an 
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organization primarily determines the extent of event-stigma faced by the organization. Negative 

ideological characterization refers to a particular negative characteristic that is assigned to an 

organization based on the focal ideology’s assertions. The objective characteristics of the focal 

misconduct such as its severity and controllability are less likely to drive event-stigma, instead, 

these characteristics are used as auxiliary arguments to stigmatize (destigmatize) the organization 

only if the organization has negative (positive or neutral) characterization in the eyes of the focal 

newspaper’s ideology. The key conclusion of study is that organizations are stigmatized during a 

scandal in order to protect or advance the ideology of the focal newspapers, and not because of 

the objective characteristics of the misconduct. 

Overall, the dissertation is organized around the phenomena of heterogeneous 

punishment by social control agents for organizational misconduct (Barnett, 2014). Prior 

research suggests that the punishment in the form of negative news coverage by news 

organizations or an enforcement action by the SEC is consequential for the focal organization 

(Greve et al., 2010; Karpoff et al., 2008). This dissertation develops middle-range theories 

(Boudan, 1991; Merton, 1957) of how status and ideology affect the social control agent’s 

punishment and highlights the discretionary power of the social control agents to levy 

punishment on some fraudulent organizations and not on others. It specifically demonstrates how 

social control agents are neither apolitical nor neutral actors, but in fact can be thought of as 

entrenched organizations that have their own historically situated economic, social, and 

ideological motives about how to act and respond to a given misconduct. In doing so, the 

dissertation answers the call of Greve et al. (2010) to unravel how social control agents 

discretionarily respond to organizational misconduct, given how important their attention to 

misconduct is for the focal organization and for the stability of the system as a whole.  
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Finally, the context of punishment for misconduct magnifies the status and ideology 

mechanisms, and therefore, this context is ripe for discerning the status and ideology 

mechanisms. For example, the dissertation problematizes status as an asset or a liability. 

Although prior research has highlighted that status can be a liability in the context of misconduct 

(Graffin et al., 2013; Jensen, 2006), it does not explain how the potential hazards of status 

undermine the expected benefits of status. This dissertation adds to the prior research by 

identifying the underlying mechanisms that may make status an asset or a liability, and by 

explaining how scandal reduces the protective benefits of status and allows the hazard of status 

to override these benefits such that status becomes a liability during a scandal. Similarly, the 

dissertation identifies ideological content as a key mechanism driving the effect of ideology in 

social settings. While prior research emphasizes that ideological affinity (Ingram & Simons, 

2000; Simons & Ingram, 2004) or ideological competition (Barnett & Woywode, 2004) between 

ideologically similar actors as two mechanisms through which ideology comes into play, this 

dissertation suggests that the effect of affinity or competition is contingent on the content of the 

focal ideology. The dissertation’s key contribution therefore is to bring forth the content of 

ideology as a key mechanism that potentially affects wide ranging social outcomes, and as such, 

it deserves scholarly attention in its own right. I discuss these potential research directions in 

detail in the general conclusion of the dissertation.  
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CHAPTER 1 

Catching the big fish: 

 The role of scandals in making status a liability2 
 

 

ABSTRACT 

This study focuses on how scandal shapes the effect of social status in labeling of an 

alleged violation of rules and norms as misconduct by social control agents. It suggests that 

organizational status is likely to be a liability than an asset when alleged violation is part of a 

more widespread scandal. Specifically, an alleged violation by high-status organization is more 

likely to be labeled as misconduct when the alleged violation is part of wider scandal compared 

to when it is a stand-alone violation. This is because scandal triggers socio-political mechanisms 

that decreases the protective benefits of status and augments the potential hazards of status, 

making status a liability during a widespread scandal. Focusing empirically on the Securities and 

Exchange Commission (SEC) as the focal social control agent and the SEC enforcement action 

as labeling of misconduct, we found that status in itself neither protects nor exposes 

organizations to the enforcement actions but that status increases the likelihood of the 

enforcement action when misconduct is part of a scandal. 

 

 

 

 

                                                           
2 This chapter is co-authored with Michael Jensen, University of Michigan. 
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A social control agent is an actor that represents a collectivity, enforces rules and norms, 

and sanctions violators on behalf of the collectivity (Greve, Palmer, & Pozner, 2010). Social 

control agents are important because they have the authority to label alleged violations of rules 

and norms as misconduct, which can result in severe economic and social costs for the focal 

actor (Grattet, 2011). Regardless of the pervasiveness of the alleged violations, however, social 

control agents have limited resources and time to investigate the allegations, thus forcing social 

control agents to exert considerable discretion in attending to only a small proportion of the 

alleged violations. Because the consequences of having alleged violations labeled as misconduct 

are serious and the social control agents use discretion to make labeling decisions, it is important 

to understand why social control agents label some alleged violations as misconduct and not 

others. Research at individual level of analysis suggests that the discretion on part of the social 

control agents entails not only an assessment of the focal violation but also an assessment of the 

social position of the focal actor (Bridges & Steen, 1998; Demuth & Steffensmeier, 2004). The 

main finding is that social status plays a key role in how social control agents assess allegations 

against individuals: high status protects individuals, whereas low status exposes them to the 

labeling of misconduct (Grattet, 2011).  

We shift attention from how status affects the labeling of individuals by social control 

agents for alleged misconduct to how status affects the labeling of organizations. The status of an 

organization refers to the hierarchical position it occupies in the social system (Gould, 2002; 

Jensen, Kim, and Kim, 2011; Piazza & Castellucci, 2014). Building on recent research that 

explores the role of status in the context of organizational misconduct (Jensen, 2006; King & 

Carberry, 2018; McDonnell & King, 2018; Sharkey, 2014), we suggest that organizational status 

can be an asset as well as a liability in determining the labeling of alleged violations as 
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misconduct. Status is an asset because occupying high-status positions signal trustworthiness, 

grants legitimacy, and conveys power, which likely buffers high-status organizations from being 

targeted by social control agents. Status can also be a liability because visibility, violation of 

status expectations, and schadenfreude can expose high-status organizations to a higher risk of 

being targeted. Because the effect of status in labeling of misconduct is ambiguous, more theory 

development is needed to understand why and when it is a liability. We theorize that status is 

more likely to be a liability when alleged violation is part of a widespread scandal that engulfs 

multiple organizations. Specifically, an alleged violation by high-status organization is more 

likely to be labeled as misconduct when the alleged violation is part of wider scandal compared 

to when it is a stand-alone violation. 

Scandal is commonly defined as the disruptive publicity of misconduct (Adut, 2005; 

2008; Clemente & Gabbioneta, 2017; Daudigeos, Roulet, & Valiorgue, 2018; Piazza & Jourdan, 

2018). Although scandal can refer to the disruptive publicity of a single misconduct by a single 

organization, we use scandal in this paper to refer to the disruptive publicity of a particular type 

of misconduct carried out by several different independent organizations, such as the 2006 

options backdating scandal. Scandal increases the risk of labeling for high-status organizations 

because scandal decreases the protective benefits of status and augments the potential hazards of 

status. Specifically, the positive expectations associated with high-status organizations give high-

status organizations the benefit of the doubt in cases of potential misconduct (McDonnell & 

King, 2018; Sharkey, 2014). We argue that scandal reduces this benefit through provision of 

evidence by external audiences and through reduction of the bar needed to establish 
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blameworthiness.3 Another benefit of status is that it is an important source of power that deters 

social control agents from targeting high-status organizations. Scandal takes away this benefit by 

reducing the availability of channels through which power is exercised, for instance, the fear of 

contamination makes friends reluctant to help during scandal (Jonsson, Greve, & Greve, 2009). 

Scandal also increases the risk of labeling for high-status organizations by increasing the 

potential downsides of status, for example, by creating a need for deterrence and increasing 

political incentives for social control agents of targeting high-status organizations.  

Our study makes several theoretical and empirical contributions. Prior research 

emphasizes the significance of social control agents in labeling of alleged violations of rules and 

norms as misconduct (Greve et al., 2010; Wiesenfeld, Wurthmann, & Hambrick, 2008). We add 

to this research that status of an organization and its involvement in a scandal play a key role in 

labeling decisions made by social control agents. Specifically, status becomes a liability during 

scandal because scandal stimulates a public appetite for vengeance that reduces the bar needed to 

establish blameworthiness, increases evidence from external audiences, and increases political 

incentives for social control agents to target high-status organizations. By emphasizing these 

socio-political mechanisms, we contribute to the research that seeks to understand the ways in 

which labeling decisions of social control agents are not simply “a straightforward implication of 

a set of laws, ethical principles, and/or social norms” (Greve et al., 2010: 56). Furthermore, 

focusing on socio-political mechanisms is also important theoretically to give a full account of 

importance of status in organizational misconduct research. Whereas prior research emphasizes 

psychological mechanisms such as violation of status expectations (King & Carberry, 2018; 

                                                           
3 Blameworthiness is the extent to which it is clear that an organization engaged in a questionable act, while labeling 

of the focal act as misconduct is when a social control agent brings a formal charge of misconduct against for focal 

actor. 
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McDonnell & King, 2018) and status anxiety (Jensen, 2006) to explain the liability of status, we 

theorize the socio-political mechanisms that turn status into a liability by making social control 

agents more likely to label alleged violations as misconduct. 

We test our arguments in the context of Securities and Exchange Commission (SEC) 

enforcement actions against organizations accused of securities fraud. The SEC is an 

independent federal agency that oversees and regulates the U.S. securities market. An 

enforcement action is a formal charge of corporate fraud levied upon an organization by the SEC 

(Karpoff et al., 2008). Our focus therefore is on the SEC as the social control agent and the SEC 

enforcement action as the labeling of misconduct by a social control agent. We examined the 

likelihood of enforcement action against firms accused of securities fraud (identified through 

class action lawsuits) from 2006 through 2011, a period that saw two major corporate scandals – 

the stock options backdating scandal of 2006-2007 and the subprime mortgage scandal of 2007-

2009. The detection of securities fraud of any substance typically results in a class action lawsuit 

by the aggrieved stakeholders (Dyck, Morse, & Zingales, 2010), whereas enforcement actions 

result from a thorough adjudication procedure by the SEC and are levied only against a small 

proportion of the firms accused of misconduct. The importance of SEC enforcement action as 

labeling of misconduct and the occurrence of two scandals in the period under consideration 

make SEC enforcement action an appropriate empirical context for testing our theoretical 

arguments. Overall, our analyses of the SEC enforcement actions following class action lawsuits 

provide support for our arguments.  

STATUS, SCANDAL, AND LABELING OF MISCONDUCT 

 Misconduct can be understood as the violation of rules and norms (Shapiro, 1990; 

Vaughan, 1983; 1999). Allegations of misconduct are pervasive because it is not always clear 
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what behaviors constitute a violation of rules and norms. Indeed, allegations of misconduct often 

result from conflicting interpretations of the legal, moral, and ethical boundaries with only one 

party deeming an act illegal, immoral, or unethical (Bruhn, 2009; Jackson & Brammer, 2014). 

For example, a behavior may violate certain norms or ethical standards but still be considered 

legal. The covert nature of misconduct also means that it is often difficult to establish whether 

the behavior actually took place and whether it can be attributed to the focal actor. Because of 

the ambiguities inherent in misconduct, labeling theorists problematize what makes a behavior 

misconduct and question the analytical value of understanding misconduct simply as the 

violation of rules and norms (Best, 2004; Grattet, 2011; Holstein, 2009). Rather than viewing 

misconduct as an inherent property of a behavior, misconduct is understood as a property 

imposed on a behavior when a social control agent labels the focal behavior as misconduct 

(Becker, 1963; Erikson, 1962; Kitsuse & Cicourel, 1963).  

Recent work on organizational misconduct adopts the labeling perspective and views 

organizational misconduct as behavior that is labeled as such by a social control agent (Koch-

Bayram & Wernicke, 2018; Greve et al., 2010). The key idea is that if two organizations are 

alleged to be engaged in a violation of an equal magnitude, the organization whose violation is 

labeled as misconduct by a social control agent is sociologically different from the one whose 

violation is not labeled as misconduct. The former is viewed and treated as a deviant, whereas 

the later despite being alleged of the same violation is not. The adverse consequences of a 

behavior being labeled as misconduct are well documented. When a social control agent labels 

alleged violation as organizational misconduct, it generates a stigmatizing label for the focal 

organization that becomes part of the official record (Black, 1970). Labeling thus confirms initial 

allegations of misconduct, which leads to negative reaction by other stakeholders (Grattet, 2011). 
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For example, the stock market reaction to SEC enforcement action is negative with firms losing 

on average 10% of their market value when an action is announced (Karpoff et al, 2008) and 

shareholder lawsuits result in larger settlements if the SEC is also investigating the firm (Choi & 

Pritchard, 2016). 

In contrast to the consequences of labeling, little is known about the antecedents of 

labeling, i.e., why social control agents label the alleged violation of some organizations but not 

all organizations as misconduct (Greve et al., 2010). The lack of research on the determinants of 

when social control agents label misconduct is surprising not only because of the significant 

adverse consequences for the focal organization, but also because social control agents have 

considerable discretion in labeling a behavior as misconduct. Specifically, social control agents 

are boundedly rational actors (March & Simon, 1958) with significant resource constraints 

(Seligman, 2003). Even when allegations of misconduct are pervasive, social control agents can 

only investigate a limited number of organizations because of the resource constraints. Social 

control agents therefore have discretion to attend to some allegations of misconduct and not to 

others. Social control agents attend to instances of alleged misconduct based on several factors 

including self-interest, bureaucratic routines, and societal pressures, among others, which further 

makes it important to understand the basis on which social control agents make their labeling 

decisions. In summary, as Greve et al. (2010: 57) assert, the “rigorous use of a social-control-

agent definition of misconduct, paired with empirical research on the behavior and influence of 

social-control agents, would be a major contribution to research on organizational misconduct.” 

Status and Labeling of Misconduct 

The labeling approach to misconduct stems from the disproportional indictments of low-

status individuals such as the economically poor and racial minorities (Kitsuse & Cicourel, 1963; 
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Sudnow, 1965). Sutherland (1940) observed that misconduct is perceived to be more prevalent 

among low-status individuals and less prevalent among high-status individuals. Sutherland 

pointed out that this perception is incorrect: when high-status actors violate rules and norms, 

their violations are simply less likely to be labeled as misconduct by the social control agents. 

Status therefore plays a key role in labeling of misconduct. Since Sutherland (1940) first focused 

on social status as a determinant of the labeling of misconduct, researchers have identified 

numerous factors shaping the effect of individual status on the labeling of misconduct (see 

Grattet, 2011 for a review). We turn our attention instead to the role of organizational status in 

explaining when social control agents label alleged violation as organizational misconduct. 

Shifting attention to organizations is important because of the significant consequences for the 

organizations whose behavior is labeled as misconduct and because it is unclear if organizational 

status is an asset or a liability in determining whether its alleged violations are labeled as 

misconduct. 

Status can be an asset in the context of labeling of misconduct for several reasons. When 

high-status organizations engage in a legally ambiguous practice, they are more likely to be 

ignored. Status simply increases the zone of accepted behaviors and practices (Phillips & 

Zuckerman, 2001) and can make an ambiguous practice be seen as legitimate (Davis & Greve, 

1997). High-status organizations are also often viewed as trustworthy (D’Aveni, 1990) and 

people tend to disregard information that defies their expectation (McArthur, 1982), which 

implies that allegations of misconduct against high-status organizations are less likely to gain 

currency (McDonnell & King, 2018). Moreover, most high-status organizations use high-status 

accountants and investment banks to convey accountability (Jensen & Roy, 2008; Jensen, 2006), 

which increases the likelihood of getting the benefit of the doubt when suspected of misconduct. 
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Even when a high-status organization likely engaged in a violation, its status can still shield it 

from labeling by social control agents. It is hard to litigate high-status defendants, regardless of 

whether they are individuals or organizations represented by individuals, because they can afford 

effective legal counsel and appear sympathetic to the social control agents typically sharing their 

social class (Szockyj, 1993). As a juror noted: “DeShano [accused of insider trading] was well 

presented, calm, serene individual... He was likable. Both he and his wife presented themselves 

as a very nice mid-aged couple. I think that impressed everybody” (Szockyj, 1993: 53). 

 Status can also be a liability in the context of labeling of misconduct. First, because high 

status projects trustworthiness and quality (D’Aveni, 1990; Podolny, 1993), it creates high 

expectations to the behavior and ethical standards of high-status actors (Wahrman, 2010). To the 

extent that misconduct represents a violation of these expectations, it can arouse significant 

negative emotions (Burgoon, 1993) and cognitive inconsistency that demands a reevaluation of 

the high-status actor (Abelson, 1983). Second, high status enhances the visibility of an actor in 

terms of increased news media and analyst coverage (Castellucci & Ertug, 2010). Visibility is 

undesirable in the context of misconduct (Clemente, Durand, & Porac, 2016; King & Carberry, 

2018), however, because more information about the misconduct may be detected and widely 

disseminated, which could motivate social control agents to investigate the focal organization 

(Dyck et al., 2010; Greve et al., 2010). Third, because high-status organizations often function as 

role models, high status typically accompanies deferential behaviors from others (Pfeffer, 2016; 

Sauder, Lynn, & Podolny, 2012), which could make high-status organizations particularly 

suitable targets for social control agents wanting to send a strong signal of deterrence to other 

actors in the field. Moreover, the deference and perks enjoyed by high-status organizations also 

engender envy, which makes it particularly satisfying to ensure the fall from grace of high-status 
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organizations - schadenfreude is a powerful motivator (Takahashi et al., 2009).  

Status, Scandal, and Labeling of Misconduct 

 Multiple-actor scandal. A scandal can involve a single actor or multiple actors. A single-

actor scandal refers to the disruptive publicity of a single actor engaging in misconduct such as 

excessive executive bonuses and perks at Skandia AB (Jonsson et al., 2009) and emissions 

cheating at Volkswagen (Clemente & Gabbioneta, 2017). A multiple-actor scandal refers to the 

disruptive publicity of multiple actors engaging in the same type of misconduct. Although single-

actor scandals can contaminate other actors not directly involved in the misconduct (Jonsson et 

al., 2009), multiple-actor scandals are defined by different actors having engaged in a particular 

type of misconduct simultaneously. In this paper, our focus is on multiple-actor scandals, and 

therefore, our use of ‘scandal’ in this paper refers to multiple-actor scandals.  

 Multiple-actor scandal is a distinct theoretical construct because it captures a unique 

phenomenon that has been witnessed frequently in the past two decades. Specifically, the advent 

of social media and cable television news networks has resulted in the exposure of violations of 

rules and norms that are prevalent in a given context. It only needs one whistleblower to come 

forward and share the evidence of the misbehavior with news media – if it gets sufficient 

publicity, it typically encourages others to blow the whistle about similar misconducts, which 

further results in investigation by journalists, security analysts, social control agents, law firms of 

the actors that are suspected of having in similar acts. A more nuanced understanding of the 

legality and morality of the focal act is likely to emerge when more actors are investigated, thus 

helping to clarify if the act is a violation of rules and norms, and equally important, exactly why 

is it a violation. Moreover, the widespread publicity increases the available information about 

what exactly makes the focal act misbehavior, making it easier to identify and categorize similar 
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other acts as such. Overall, this process results in a multiple-actor scandal. 

Multiple-actor scandals can manifest themselves in a number of different ways, but we 

suggest that they typically share three different elements: disruptive publicity, multiple actors, 

and diffuse focus. Specifically, multiple-actor scandals imply a sudden spike in media attention 

to a particular type of misconduct (disruptive publicity) involving several different independent 

firms (multiple actors), with no individual firm dominating the media coverage (diffuse focus). 

Therefore, although the focal actors engaged in the focal misconduct independently, the three 

elements together ensure that the widespread multiple-actor misconduct is “perceived as a single, 

nationwide scandal” (Piazza & Jourdan, 2018: 170). Some prototypical examples of multiple-

actor scandals are the subprime mortgages scandal in 2008-2009, the Panama leak scandal in 

2015, the #MeToo sexual misconduct scandal, among others. These were nationwide or 

worldwide multiple-actor scandals that correspond to our conceptualization of multiple-actor 

scandals in terms of disruptive publicity, multiple-actors, and diffuse focus. Others such scandals 

such as the United Kingdom parliamentary expense scandal and options backdating scandal are 

more localized scandals but share the same three elements. Accordingly, multiple-actor scandal 

is an empirically robust phenomenon (because of its three elements that we describe above and 

that we demonstrate in the Method section) that manifests itself in a number of different contexts 

and merits greater scholarly attention as a distinct theoretical construct.  

Given that prior research has not invoked the construct of multiple-actor scandal, it is 

important to distinguish it from neighboring concepts. First, the difference between multiple-

actor scandal and single-actor scandal follows from the definition of multiple-actor scandal that 

it entails misconduct of a similar type by several different independent actors. Further, single-

actors scandals arise when the misconduct of a high-status actor is publicized (Adut, 2005; 
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2008). In comparison, multiple-actor scandals originate from unexpected evidence of misconduct 

suddenly coming to light, for example, through whistleblowers (Harrington, 2016), media 

(Graffin et al., 2013), and academics (Lie, 2005). It therefore suggests that status, unlike in 

single-actor scandals, is less important in originating multiple-actor scandals (we confirm this 

important observation in the Method section) than in determining the consequences of 

misconduct for the involved actors. Second, although multiple-actor scandal and moral panic are 

similar because they both entail a widespread, pervasive form of alleged misconduct that 

operates through a broadcast effect, they are different because multiple-actor scandals entail real 

demonstrable threat, i.e. the focal misconduct, whereas moral panics are better described as 

exaggerated reactions to non-existent threats (Goode & Ben-Yehuda, 1994).  

Third, some multiple-actor scandals such as the subprime mortgage scandal can be 

viewed as crisis or crash. Multiple-actor scandal however is different from crisis because a crisis 

does not necessarily imply wrongdoing or norm violation. Similarly, multiple actor scandal is 

different from a crash because a crash implies economic downfall which is not typically the case 

with multiple-actor scandal. Indeed, multiple-actor scandals may lead to crisis or crash 

sometimes as was in the case of subprime mortgage scandal (crisis and crash) or the early 2000s 

accounting scandal (crisis) but are in themselves not crisis or crash. For instance, #MeToo sexual 

misconduct scandal, UK parliamentary expense scandal, Panama Leak scandal, and options 

backdating scandal did not lead to crisis or crash, instead, in line with our definition, they were 

simply publicized misconducts by multiple-actors who each independently engaged in the 

misconduct. Finally, a multiple-actor scandal is not just a ‘big’ scandal because largeness 

depends on the severity or peril of the violation, and it needs not be a multiple-actor scandal that 

is always the larger scandal. Single-actor scandals such as the Enron scandal or Volkswagen 



 
 

22 

 

 

emissions scandal were arguably larger than, for instance, the options backdating scandal. In 

summary, multiple-actor scandal is distinct from these neighboring concepts and ought to be 

treated as such. 

The effect of status and multiple-actor scandal on labeling of misconduct. We argue 

that scandal diminishes the factors that make status an asset and magnifies the factors that make 

status a liability, and as such, overall status becomes a liability during a scandal. Specifically, 

social control agents would ideally label violations by all organizations as misconduct, however, 

the ambiguities inherent in the misconduct context, the budgetary resource constraints of social 

control agents, and the politically entrenched nature of social control agents necessitate judgment 

on part of social control agents to label the transgressions of only a few organizations as 

misconduct (Thomsen, 2009). Such a judgment of social control agents can be understood in 

terms of potential costs and benefits of pursuing the investigation of the focal alleged violation 

(Becker, 1968). As suggested earlier, status can protect (by increasing the enforcement costs for 

social control agents) as well as expose (by increasing the enforcement benefits for social control 

agents) from having violations labeled as misconduct by social control agents. We argue below 

that being part of a multi-actor scandal takes away the protective elements of status and 

augments hazards of status, thus increasing the likelihood of labeling the transgressions of high-

status organizations as misconduct. 

A key benefit of status is that the legitimacy, trustworthiness, and quality associated with 

high-status organizations gives the benefit of the doubt in case of alleged violation, and as such, 

blameworthiness is more difficult to establish against high-status organizations (McDonnell & 

King, 2018). Scandal reduces this benefit of status by helping to establish blameworthiness 

through the provision of evidence from external audiences. The publicity of misconduct during a 
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scandal stimulates external audiences to monitor and scrutinize potential misconduct more 

diligently, thus increasing the likelihood of evidence of the misconduct coming to light. For 

example, Dyck et al. (2010) examined whistleblowing in the U.S. from 1996 through 2004 and 

found that although internal and external whistleblowers typically expose a similar number of 

firms for corporate fraud, external whistleblowers exposed fraud three times more than internal 

whistleblowers during the early 2000s accounting scandal. Similarly, The Wall Street Journal 

and The New York Times were awarded Pulitzer Prizes for their investigative reporting that 

provided clean evidence of misconduct during the options backdating scandal and #MeToo 

scandal respectively. The provision of evidence from external audiences reduces the cost and 

time of social control agent investigations and helps the social control agent to prepare a strong 

case against the focal organization.  

Moreover, high-status organizations typically use high-status accountants and investment 

banks to convey accountability and trustworthiness (Jensen & Roy, 2008), which tends to 

increase the burden of proof required against high-status organizations, and in turn, may 

discourage social control agents from targeting them. Scandal reduces the burden-of-proof 

benefit of status by reducing the bar needed to establish guilt. The 2017 #MeToo sexual 

misconduct scandal, for example, had severe negative consequences for the accused, especially 

high-status individuals, regardless of the actual evidence provided by the accuser (Eltagouri, 

2017). Scandal makes public accusations and skirting due process more acceptable and typically 

shifts the burden of proof from the accuser to the accused, thus risking turning innocent until 

proven guilty into guilty until proven innocent. After the Wall Street Journal brought statistical 

evidence (showing that the odds of backdating not having happened were around one in 300 

billion) against six firms of illegal options backdating (Forelle & Bandler, 2006), for example, 
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the ensuing options backdating scandal forced many firms to create internal committees to 

document their options programs and provide evidence of their innocence in order to avoid 

becoming part of the scandal (Glass, Lewis, & Co, 2007). Accordingly, scandal reduces the 

burden of proof typically required for social control agents to label alleged organizational 

transgressions as misconduct.  

Importantly, even when there is sufficient evidence of misconduct, social control agents 

likely consider whether it is cost efficient and whether it is aligned with their social and political 

interests to label an organization’s behavior as misconduct (Correia, 2014; Kedia & Rajgopal, 

2011; Seligman, 2003). Status works as an asset here because the power of high-status 

organizations may discourage social control agents from targeting these organizations. The 

source of power for high-status organizations include their connections with other political, 

social, and economic elite, which are less likely to be effective during scandal because the 

friends may fear contamination (Jonsson et al., 2010). In this regard, the Wall Street Journal 

(2002: 10) noted during the early 2000s accounting scandal: “For all of Enron's political largesse, 

it couldn't order up a bailout or even the regulatory nod requested by former Treasury Secretary-

turned-Enron-lender Robert Rubin.” Further, the increased public outrage and emotional 

intensity during a scandal also increases the political costs for social control agents of not 

initiating enforcement action (Crosbie & Sass, 2017; Dixon-Woods, Yeung, & Bosk, 2011). In 

contrast, initiating enforcement action amplifies the signal of deterrence and generates public and 

political goodwill for the social control agent that can be translated into more resources for the 

social control agents (Horne, 2009; Seligman, 2003).  

Because scandal diminishes the effectiveness of factors that make status an asset, status 

offers less protection during a scandal. At the same time that scandal decreases the protective 
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benefits of status, the factors that make status a liability remain or are augmented. The 

misconduct of high-status organizations, a newsworthy event in itself, gets even greater attention 

if it is part of a scandal and enhances the violations of status expectations (Graffin et al., 2013). 

Relatedly, because scandal creates the need for deterrence and because high-status organizations 

as powerful and visible actors are suitable deterrence signals, they are likely to be singled out. As 

observed in research on scapegoating: “it is precisely the perceived power of a group (not its 

perceived weakness) that makes it likely to be scapegoated” (Glick, 2005: 254). For example, 

lamenting the 2008 fall of high-status U.S. investment bank Lehman Brothers during the 

subprime mortgage scandal, a former executive noted: “I think Lehman was a bit of a scapegoat. 

It got singled out. There was a lot of speculation as to why Lehman was the chosen one as 

opposed to anyone else. I don't think Lehman was the house of greed; I think Lehman was made 

an example of, and it was unfortunate” (Moore, 2013).   

We propose accordingly that status is less likely to be an asset and more likely to be a 

liability in the context of a multiple-actor scandal: 

Proposition: The alleged violations of high-status organizations are more likely to be 

labeled as misconduct by a social control agent when the alleged violations are part of a 

multiple-actor scandal compared to when they are stand-alone alleged violations. 

  

We theorize next the effect of status and scandal on the likelihood of the SEC taking 

enforcement actions against organizations allegedly engaged in misconduct. 

THE ROLE OF STATUS AND SCANDAL IN SEC ENFORCEMENT ACTIONS 

We focus on the SEC as the social control agent and enforcement action by the SEC as 

the labeling of misconduct. As a regulator in the U.S. securities market, the SEC has the 

authority to bring enforcement action against organizations, i.e., to levy formal charges of 

misconduct. Regardless of the ultimate legal outcome of the charge, enforcement action labels 
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the focal behavior as misconduct and the focal organization as a fraudulent entity, which imposes 

severe economic and social costs on the organization (Choi & Pritchard, 2016; Cox, Thomas, & 

Kiku, 2003; Greve et al., 2010; Karpoff et al., 2008). The SEC would ideally investigate all the 

organizations alleged of misconduct. Investigations are lengthy and costly, however, and the 

SEC lacks the resources to investigate all allegations of misconduct. Linda Thomsen, a former 

SEC director lamented, “We appreciate and examine every lead we receive, we simply do not 

have the resources to fully investigate them all” (Thomsen, 2009: 19). As a result, the SEC “staff 

are encouraged to use their discretion and judgment in making the preliminary determination of 

whether it is appropriate to open a MUI (matter under inquiry)” (SEC, 2016: 12). Therefore, on 

the one hand, the consequences for the targets of enforcement actions are serious; on the other 

hand, the SEC uses discretion and judgment in choosing enforcement targets, which makes it 

important to examine why the SEC selects some for enforcement and not others. 

Status can be both an asset and a liability in the context of SEC enforcement action. On 

the one hand, high-status organizations enjoy unquestioned legitimacy and perceived 

trustworthiness which, at the very least, give them the benefit of the doubt, and increases the 

burden of proof on the complainants for the SEC to even initiate an investigation. High-status 

organizations are also perceived to possess considerable resources and power which may deter 

the SEC from pursuing enforcement action even if there is substantial evidence of the infraction. 

The likelihood of success may simply be lower because high-status organizations can use their 

resources and prestige to impede the investigation process (Correia, 2014; Feroz et al., 1991). On 

the other hand, the SEC is more likely to target high-status organizations because targeting high-

status organizations is an effective deterrence signal: high-status organizations are easily 

recognizable and enforcement action against them is likely to capture broad attention (Bartley & 
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Child, 2014; King & McDonnell, 2014). The choice of a high-status target therefore not only 

enhances the credibility of the SEC’s intent to enforce but also amplifies the deterrence signal.4 

Further, market participants such as security analysts keep a close eye on the behavior of high-

status organizations, and the observations they make about intricacies of a fraud case could 

eventually help in a successful enforcement action (Dyck et al., 2010). Finally, the amplified 

public outrage that results from the fraud of high-status organizations may push the SEC to 

pursue an enforcement action against them.  

Scandal helps determine the effect of status on enforcement action because status 

increases the risk of enforcement action when misconduct is part of a scandal. Scandal 

neutralizes the factors that make status an asset through several mechanisms such as by external 

audiences providing evidence, by reducing the threshold to establish blameworthiness, by 

diluting the effectiveness of social networks of high-status organizations, and by reducing the 

retaliatory power perceived to be associated with status. At the same time, the potential hazards 

of status remain and are likely to exceed the expected benefits. Specifically, in a scandal, the 

widespread nature of the misconduct and its publicity increases the emotional intensity among 

the audiences. Because high-status organizations are more visible and because their involvement 

in the scandal violates the associated higher than average expectations, the outrage that a scandal 

provokes is likely to disproportionally target high-status organizations (Graffin et al., 2013). The 

outrage against high-status organizations makes it costly for the SEC to ignore them – not taking 

them on raises questions about the SEC’s competence and legitimacy (Greve et al., 2010; Horne, 

2009; Kedia & Rajgopal, 2011). However, taking enforcement action against high-status 

                                                           
4 This argument is similar to the one in social movements literature that activists tend to target reputable firms 

because it garners greater public attention to the focal cause (see King & McDonnell, 2014).  
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organizations makes the SEC appear vigilant because the enforcement action is amplified due to 

the increased media attention it is likely to get. Finally, targeting high-status organizations serves 

as an effective deterrence signal as their stature and visibility amplifies the impact and reach of 

the message the SEC would want to convey. 5   

We hypothesize therefore that:  

Hypothesis: The SEC is more likely to take enforcement action against high-status 

organizations when the alleged violation is part of a multiple-actor scandal compared to 

when it is a stand-alone alleged violation.  

 

METHOD 

Sample  

Prior research on SEC enforcement action views firms involved in accounting fraud as 

potential enforcement action targets (Correia, 2014; Kedia & Rajgopal, 2011). We build our 

sample by considering firms that were involved not only in accounting fraud but also in all other 

violations of securities laws such as insider trading and false forward-looking statements and 

therefore were potential enforcement action targets. We identify the target firms from the 

Stanford Securities Class Action Clearinghouse’s (SSCAC) collection of securities class action 

lawsuits filed under the provisions of the Federal 1933/1934 Exchange Acts by investors who 

suffered economic injury as a result of alleged securities fraud. Class action lawsuits are 

appropriate to identify firms involved in securities fraud because detection of fraud of any 

substance results in a class action lawsuit, which allows us to construct a complete sample of 

                                                           
5 Unlike many cases of misconduct involving high-status individuals and firms, the acts of misconduct defining a 

scandal in our context are independent of each other in the sense that low-status firms are not given legal immunity 

or other special deals to witness against high-status firms. The effect of scandal on status is therefore not a simple 

mechanical result of high-status firms pulling low-status firms into the scandal itself.     
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firms involved in securities fraud (Dyck et al., 2010).6 The sample thus consists of firms that 

were at risk of an SEC enforcement action because their alleged violation of securities laws 

warranted a class action lawsuit. 

A potential limitation of this approach is that some firms may face frivolous class action 

lawsuits, a threat particularly relevant for high-status firms because of the possibility of greater 

settlements (McDonnell & King, 2018). We are less concerned with frivolous lawsuits in our 

context for three reasons. First, the enactment of the Private Securities Litigation Reform Act 

(PSLRA) in 1995 has significantly reduced the number of non-meritorious litigations (Johnson, 

Nelson, & Pritchard, 2006). Second, the distribution of the firms facing class action lawsuits and 

the distribution of firm status by lawsuit dismissed both follow a pyramid shape that is typical of 

status hierarchies, which suggests that frivolous lawsuits are not primarily determined by status. 

Third, we take the possibility of frivolous lawsuits into account by controlling for several lawsuit 

characteristics in our analysis. And we conduct several robustness checks such as dropping all 

firms for which the lawsuit was dismissed, all zero status firms, and all firms with in top one 

percentile of the status hierarchy (see Table 5). The results do not change, which suggest that our 

results are unlikely to be biased by filing of frivolous lawsuits against high-status firms. 

We focus on class action lawsuits filed from 2006 through 2011. We chose this period 

because two major scandals happened in this period, the options backdating scandal and the 

subprime mortgage scandal. SSCAC identifies 1049 lawsuits from 2006 through 2011. The final 

sample consists of 806 lawsuits against 737 publicly traded firms after excluding lawsuits against 

101 privately traded firms, 132 publicly traded firms for which financial data could not be 

                                                           
6 Class action lawsuits provide lucrative business to law firms. Several law firms specialize in filing class action 

lawsuits in response to any negative shock to share price. It is therefore unlikely that value relevant fraud fails to 

result in subsequent class action lawsuits (Dyck et al., 2010; Choi et al., 2009) 
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obtained, and 10 firms whose lawsuits were triggered by SEC enforcement actions. We 

performed t-tests (on the available data) to compare the dropped firms with the firms used in the 

analysis. The main reason for missing data are the financial variables (ROA, leverage, and firm 

size), and there are statistically significant differences between the two samples on all variables 

of interest besides ROA. To mitigate this concern, we performed several robustness checks that 

are reported following the main results. 

Dependent Variable 

The dependent variable is whether or not the SEC initiates enforcement action. Figure 1 

illustrates a typical timeline of an enforcement action. The process starts with a trigger event 

such as unusual stock trading patterns, whistleblower charges, or auditor concern that reveals the 

possibility of misconduct. The trigger event is followed by private shareholder lawsuits that can 

become class action lawsuits at the behest of the court.7 The SEC starts its involvement with an 

informal inquiry that can lead to a formal investigation and an issuance of a Wells notice to 

notify the focal firm that the SEC has discovered violations of the securities laws. The Wells 

notice also informs that the SEC intends to bring an enforcement action against the firm unless 

the firm provides an evidence to the contrary. If the evidence is not convincing, the SEC publicly 

announces an enforcement action against the firm.8  

------------------------------------------------------------------- 

Insert Figure 1 around here 

------------------------------------------------------------------- 

 

                                                           
7 Our focus is on SEC enforcement action conditional on firms facing a class action lawsuit because trigger events 

or allegations of misconduct are ubiquitous, and court certification of a case as class action substantiates and 

provides credence to the allegations of misconduct (Dyck et al., 2010; Greve et al., 2010). The court may later 

dismiss a class action lawsuit, which we control for in our primary analysis. We conducted additional analyses by 

dropping all firms for which the class action lawsuit was dismissed. The results are consistent with those from the 

primary analyses. 
8 The informal inquiry, the formal investigation, and the issuance of a Wells notice are not observable because firms 

are not legally required to inform the public about these events, which makes the issuance of an enforcement action 

the first fully observable event in the SEC enforcement process.  
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Following prior research, an SEC enforcement action is a binary variable that equals one 

if the SEC files fraud charges against the focal firm and zero otherwise (Correia, 2014; Karpoff 

et al., 2008; Kedia & Rajgopal, 2011).9 We hand-collected data on whether and when the SEC 

filed fraud charges against the firms in the sample by searching the Factiva database for the 

relevant newswires and press releases from the filing date of the lawsuit through the next seven 

years. We first recorded the news items about all the enforcement action announcements against 

the focal firm and then went back and tallied whether the focal enforcement action was indeed 

related to the focal lawsuit in the sample. The SEC took 112 enforcement actions against the 

firms accused of corporate fraud from 2006 to 2011, which amount to 12% of the sample. 

Because the SEC discretionarily charges only a small proportion of fraudulent firms and because 

an SEC enforcement action has severe economic and social consequences for the firms, it is 

important to examine the factors that predict an SEC enforcement action. 

Independent Variables 

Firm status. Like Wang and Jensen (2018), we are faced with the challenge of measuring 

status for large and small firms from multiple different industries for which no shared formal 

ranking exists. Thus, we follow Wang and Jensen (2018) and measure status by the amount and 

quality of market attention a firm attracts. Specifically, firm status is measured by the amount of 

sell-side security analyst coverage a firm attracts, weighted by the industry expertise of the focal 

analyst. To calculate the industry expertise of analysts, we count the number of firms that each 

analyst covers in a 3-digit SIC industry. The analyst covering the highest number of firms in an 

industry gets an expertise score of one; the expertise of other analysts is calculated as the number 

                                                           
9 Sometimes the SEC files fraud charges against executives of the focal firm and not the firm itself. We do not 

consider such fraud charges as enforcement action against the focal firm in our empirical analyses. However, we 

conducted additional analyses that included fraud charges against the executives together with enforcement action 

against the firm and the results are consistent with those from the primary analyses.  
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of firms they covered in the focal industry divided by the number of firms covered by the analyst 

covering the most firms in that industry. Firm status is the aggregate of industry expertise score 

of the analysts covering the focal firm. We collected analyst coverage data from IBES database – 

status of the firms not covered in the IBES database is assumed to be zero.  

Our measure of firm status does not simply reflect the amount of attention a firm 

receives, it also takes into account the industry expertise of the security analysts, which proxies 

the centrality of the focal firm in the security analyst coverage network. Our status measure is 

therefore similar to the eigenvector centrality measure used in most single-industry status 

research (Bonacich, 1987; Podolny, 1993; 1994). Because our status measure, like most other 

status measures, is a proxy of status, it is necessary to not only control for closely related 

constructs such as visibility, size, and performance (see control variables) but also to validate our 

measure using other status measures. We follow Wang and Jensen (2018) to validate our status 

measure by comparing it with Fortune’s Most Admired Companies (FMAC) ranking, which has 

been used in prior research to measure firm status (e.g. McDonnell & King, 2018). The mean 

status of firms included in the FMAC is 4.46, and the mean status of firms not included in the 

FMAC is 2.18. The significant difference between the two (t = -13.5; p < 0.001) corroborates 

that our status measure can be used as an indicator of firm status. As a robustness check, we used 

FMAC rankings to construct alternative binary and continuous status measures and the results 

are similar to those from our primary analyses (see the robustness checks section).  

Scandal. We use the options backdating and the subprime mortgage scandals to indicate 

involvement in multi-actor scandal. Options backdating is defined as awarding stock options to 

the firm’s employees on a past date at a prior price (Janney & Gove, 2011). Backdating is not 

illegal per se if properly disclosed. On March 18, 2006, however, The Wall Street Journal 
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reported that several firms had engaged in illegal options backdating: these firms issued in-the-

money stock options at one date but falsely disclosed that at-the-money options were issued at an 

earlier date when the firm’s stock price was equal to the disclosed exercise price (Forelle & 

Bandler, 2006). This practice allowed firms to illegally reduce their tax bills as well as inflate 

employee, especially executive, compensation (Fried, 2008). The Wall Street Journal report, 

complemented by the earlier evidence of illegal backdating by Lie (2005), sparked the options 

backdating scandal in which multiple firms were under public scrutiny due to the concerns of 

backdating.  

The subprime mortgage scandal encompassed most of the U.S. financial sector. It was 

characterized by a large proportion of subprime mortgages becoming delinquent or in foreclosure 

after the collapse of the housing bubble (Demyanyk & van Hemert, 2009). The default by 

subprime borrowers caused the collapse of mortgage-backed securities (MBS) and the 

collateralized debt obligations (CDOs) industry. The financial firms saw an enormous decline in 

capital available to them as they wrote-down their holdings of subprime-related securities. 

Lehman Brothers went bankrupt and several other financial firms including Merrill Lynch, Bear 

Stearns, Washington Mutual, Fannie Mae, and Freddie Mac had to be rescued by the U.S. 

government or were acquired by other financial firms.  

Figures 2 illustrates the two scandals. Figure 2(a) shows the number of mentions of 

options backdating and subprime mortgage in the major American newspapers, with clearly 

distinguishable spikes for options backdating in 2006-2007 and for subprime mortgage in 2007-

2008 (and to a lesser extent in 2009-2010). Figures 2(b) and 2(c) further illustrate the three 

defining elements of scandal for options backdating and subprime mortgage scandals. First, there 

is a sudden spike in the number of newspaper articles mentioning options backdating and 
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subprime lending – the focal points of the two scandals – and a corresponding spike in the 

number of articles associating options backdating and subprime lending with misconduct. These 

spikes illustrate the disruptive publicity aspect of scandal. Second, several firms are reported on 

in this disruptive publicity of the focal action, which illustrates the multiple-actor aspect of 

scandal. Third, and importantly, the number of articles about the two most mentioned firms each 

month is a small proportion of the overall coverage, and the two most mentioned firms change 

very frequently from one month to another: 35 different firms for subprime mortgage scandal 

and 22 different firms for options backdating scandal. It illustrates that the disruptive publicity is 

the property of the focal misconduct and not that of a particular actor, therefore, showing the 

diffuse focus aspect of scandal. 

------------------------------------------------------------------- 

     Insert Figure 2 around here 

------------------------------------------------------------------- 

To determine whether the firms in our sample were part of a scandal, we relied on class 

action lawsuit complaints. These complaints recount the details of the alleged misconduct by 

citing, for example, the focal firm’s past filings with the SEC, its press releases, and witness 

interviews (Pritchard & Sale, 2005). A firm was considered to be part of the scandal if the focal 

complaint was related to the focal firm’s involvement in one of the two scandals. 40 firms in the 

sample were part of the backdating scandal and 91 were part of the subprime mortgage scandal. 

Scandal is a binary variable that is equal to 1 if a firm was part of the scandal, and 0 otherwise.10  

Status and Scandal. Because we focus on the interaction between status and scandal, it is 

important to establish that the scandal is not a product of the status of the involved corporations. 

                                                           
10 The subprime mortgage scandal was a highly politicized historical event. To mitigate the concern that only 

subprime mortgage scandal may drive the results, we conducted several additional analyses and the results are 

consistent with our primary analyses (see the robustness checks section).   
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Figure 3(a) shows a scatterplot of raw data with firm status on the horizontal axis and scandal on 

the vertical axis. It shows that high-status firms are not the only ones involved in the scandal and 

that low-status firms comprised a large proportion of the involved firms. Even if a scandal 

involves a high proportion of low-status firms, it could be that the scandal itself originates from 

the disruptive publicity of misconduct by high-status firms with the low-status firms becoming 

part of the scandal later. This is not the case. The options backdating scandal, for example, 

originated from the initial evidence of illegal backdating by Lie (2005) who focused on all the 

firms, notwithstanding their status, in the ExecuComp database. The Wall Street Journal report, 

which also contributed to the initiation of the options backdating scandal, focused on illegal 

backdating by six firms. The average status of the six firms at the time of the report was 2.39, 

which is not different from the average status of the firms in our sample (the status of none of the 

firms was higher than one standard deviation above the average status and the status of four 

firms was less than the average status).11 Importantly, the Wall Street Journal report also did not 

emphasize the status of these six firms, instead, in line with our theoretical arguments, the focus 

was on the egregiousness of the misconduct and on providing evidence for the misconduct.  

   ------------------------------------------------------------------- 

     Insert Figure 3 around here 

                           ------------------------------------------------------------------- 

Similarly, the subprime mortgage scandal did not result from misconduct of one or more 

high-status firms, instead, it resulted from a sequence of macro-level events including the 

bursting of the housing bubble, mortgage delinquencies and foreclosures, credit crisis, and so on. 

In evidence of this, Figure 3(b) shows a scatterplot, alongside locally weighted smoothed curve, 

                                                           
11 The average status of the firms in our sample is 2.39. The status of the six firms in the Wall Street Journal report 

is: Affiliated Computer: 2, Vitesse Semiconductor: 1, Comverse Technology: 0.85, UnitedHealth Group: 4.27, 

Brooks Automation: 3.85, Jabil Circuit: 2.34. 
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of the status of the firms involved in the two scandals against the date on which their misconduct 

was revealed. It illustrates that the two scandals did not originate from focus on one or more 

high-status firms before snowballing into multiple-actor scandals. Instead, both the scandals 

began with the involvement of several firms, none of which was a high-status firm. The high-

status firms, in fact, got involved much later as suggested by the upward moving scatterplot 

smoothing curve. Further, this conclusion is also corroborated in Figures 2(b) and 2(c) showing 

that media coverage of the two scandals entailed multiple firms throughout the scandal and that 

the media did not simply focus on one or two firms at any point in the scandal. Finally, the 

argument that multiple-actor scandals are not caused by the misconduct of one or more high-

status actors applies to other scandals as well. The British MP expense scandal, for example, 

began when a British newspaper unexpectedly came into possession of a computer disk revealing 

evidence for inappropriate expense claims by British MPs (Graffin et al., 2013).  

In sum, we conclude that multiple-actor scandals are not a simple function of the status of 

the focal actors in our context and it is not problematic to use scandal to tease apart the effects of 

status in our context.12   

Control Variables 

A key determinant of SEC enforcement action is the size of fraud (SEC, 2016). The size 

of fraud is multidimensional, however, thus suggesting that controls for different dimensions of 

the size of fraud are required. First, we control for the number of counts against the focal firm. A 

count, in legal terms, implies a distinct alleged violation of the securities laws (Hill & Hill, 

2002). Accordingly, the larger the number of counts, the larger the extent of violations of the 

                                                           
12  Origination of multiple-actor scandals, although an interesting subject of query in its own right, is beyond the 

scope of this paper. For our purposes, it is suffice to establish that multiple-actor scandals are not a simple function 

of the status of the involved actors.  
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securities laws. Second, we control for the class period length, i.e., the specific period during 

which alleged violations of the securities laws took place (Choi, Nelson, & Pritchard, 2009). 

While the number of counts and the class period length capture the extent of legal violation, 

these variables do not necessarily capture how consequential the focal act is. To capture the 

consequentiality of the focal act, we control for the amount of settlement for each class action 

lawsuit. This variable captures the agreement between the focal firm and plaintiffs about the 

extent of damage that is subsequently approved by a judge. Those firms against whom the 

lawsuit was dismissed get a value of zero, while the value of this variable in all other cases is the 

amount that the focal firm agreed to pay to the plaintiffs to settle the lawsuit. Finally, we control 

for the type of fraud. Because there is no taken-for-granted typology of fraud, we inductively 

developed a typology of frauds by coding all the class action lawsuit complaints in the sample. 

The result was five categories: accounting fraud, insider trading, false forward-looking 

statements, initial public offering and secondary public offering related fraud, and merger and 

acquisition-related fraud.  

Prior research on SEC enforcement suggests that the geographical distance between focal 

firm’s corporate headquarters and SEC offices increases the cost of investigation for the SEC and 

as such influences the likelihood of an SEC enforcement action (Kedia & Rajgopal, 2011). We 

control accordingly for the distance between the firm’s headquarter and the nearest SEC office. 

Kedia and Rajgopal (2011) also found that the volume of media attention that a fraud receives 

increases the likelihood of an enforcement action. We include a time-varying media coverage 

variable operationalized as the natural log of the number of newspaper articles about a firm in the 

newspapers that are categorized in Factiva database as major news and business sources in the 

US. Further, it is important to separate a firm’s media coverage from the media coverage of the 
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scandal. We therefore control for prior scandal coverage operationalized as the natural log of the 

number of newspaper articles about scandal one month prior to the revelation of the focal firm’s 

fraud.13 Correia (2014) suggests that a firm can influence the SEC enforcement process by 

lobbying with the regulators. We control for such an effect by including a variable lobbying 

expenditure that captures the natural log of the total lobbying expenditure by a firm during the 

enforcement period. The data for this variable came from Center for Responsive Politics.  

Prior enforcement actions against a firm may lead to increased regulatory hostility in the 

face of recidivism. We control for such an effect by including a binary control variable, prior 

SEC enforcement action, which captures whether the focal firm faced an SEC enforcement 

action in the five years prior to the focal fraud. The SEC is not the only federal agency that may 

bring enforcement action against firms accused of securities fraud. The SEC may not file an 

enforcement action against a firm because the focal case is being handled by other federal 

agencies such as the Department of Justice (DOJ) and the Commodity Futures Trading 

Commission (CFTC).14 We control for such an effect by including a binary control variable, 

enforcement action by other agencies, which equals 1 when agencies other than the SEC bring an 

enforcement action against the focal firm and 0 otherwise. The data for this variable came from 

the Good Jobs First database.   

Furthermore, we also controlled for time-varying firm characteristics (Correia, 2014; 

Kedia & Rajgopal, 2011).15 Firm size is the natural log of total assets of the firm while leverage 

                                                           
13 We used several variations of this operationalization including the media coverage of scandal two, three, four, 

five, and six months prior to the focal firm’s misconduct and the results are robust to these variations. 
14 We thank an anonymous reviewer for this insight. 
15 We do not include market capitalization as control variable in the reported analyses because the data is missing for 

several firms. The market capitalization data is missing because trading is sometimes temporarily suspended for 

firms alleged of corporate fraud, and for these firms, it is not possible to access outstanding shares and closing stock 

price that are typically used to operationalize market capitalization. Nevertheless, we used market capitalization as 

control variable on the available data and the results were consistent with our primary analyses. 
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is the total debt divided by total assets. We used the 2 digit SIC industry-adjusted return on 

assets (ROA) to operationalize the financial health variable. To measure this variable, we first 

divided firm’s net income by its total assets and then subtracted industry’s median ROA from the 

focal firm’s ROA. The data for these three variables came from Compustat North America 

database. Firm age was measured by hand-collecting firms’ founding dates from their websites 

and from Bloomberg’s company snapshot section. Finally, all models include dummies for the 

fraud year and the SIC two-digit industry. All time-varying independent variables and control 

variables were lagged by one year. Table 1 presents descriptive statistics and correlations. 

------------------------------------------------------------------- 

Insert Table 1 around here 

------------------------------------------------------------------- 

 

Regression Analysis 

The dependent variable in this study is the likelihood of an SEC enforcement action. We 

use discrete-time event history analysis to model the likelihood of an SEC enforcement action, 

which not only takes into account whether an enforcement action took place but also the time 

taken by the SEC to issue the enforcement action. The dependent variable is expressed as an 

enforcement action likelihood at year t, given that the enforcement action did not take place prior 

to year t: 

h(t)= 𝑙𝑖𝑚
∆𝑡→0

𝑃(𝑡,𝑡+∆𝑡)

∆𝑡
 

  where P(t, t+Δt) refers to the probability of an enforcement action in the period from year 

t to t + Δt . A firm enters the risk set when a securities class action lawsuit is filed against the 

firm. It leaves the risk set either after seven years – the maximum number of years the SEC took 

to issue an enforcement action in our sample – or when an enforcement action takes place. We 

use Cox proportional hazard regression to test the hypotheses. Cox proportional hazard 
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regression is appropriate because it allows time-varying covariates but makes no assumption 

about the underlying hazard distribution (Cleves, Gould, Gutierrez, & Marchenko, 2008). 

Because Cox proportional hazard regression takes into account time taken for the enforcement 

action and it could be that time taken for enforcement action is not as important as the taking 

place of enforcement action itself, we also used alternative binary dependent variable models that 

do not take time into account. The results remain robust to the choice of the model. 

RESULTS 

Table 2 reports the regression results. Model 1 includes the control variables only. The 

variance inflation factor (VIF) analysis suggested a high correlation between firm size and media 

attention variables. To deal with the collinearity of the two variables, we created a new purged 

variable, media residual, which represents the residuals of the linear regression of the media 

coverage variable against the firm size variable (Graham, 2003). The firm size variable remains 

as it is in the following models, and the media residual variable is used instead of media 

coverage variable.16 Model 2 includes the control variables only but encompasses this change. It 

shows that size of a firm does not affect the likelihood of an enforcement action while firms that 

attract greater media attention, even after accounting for the effect of firm size, are still more 

susceptible to enforcement action. The size of the fraud, as proxied by the settlement amount, is, 

as expected, positively associated with the likelihood of an enforcement action. In line with 

Correia (2014), the lobbying expenditure of the firm is negatively associated with the likelihood 

of an enforcement action. Finally, firms facing enforcement action by agencies other than the 

SEC are less likely to face an SEC enforcement action, which suggests that different 

                                                           
16 Switching from media coverage to media residuals reduces multicollinearity without changing the results. 
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enforcement agents act as substitutes in the enforcement process.  

------------------------------------------------------------------- 

Insert Table 2 around here 

                      ------------------------------------------------------------------- 

 We include the key explanatory variables, firm status and scandal, individually. Model 3 

shows that the effect of firm status is statistically insignificant.17 This result, however, is not 

surprising given our main argument that status can be either an asset or a liability in the context 

of misconduct and that status effects are contingent on other relevant factors. Model 4 includes 

scandal as an independent variable, and it shows unsurprisingly that firms that were involved in a 

scandal are more likely to face enforcement action. Model 5 includes both scandal and firm 

status as independent variables and this model corroborates the earlier results. Model 6 tests our 

hypothesis, which suggested that status increases the likelihood of enforcement action when 

misconduct is part of a scandal, by including an interaction between firm status and scandal 

variables. The coefficient of the interaction is positive and statistically significant ( = 0.35; p < 

0.01), while the conditional (when scandal equals zero) main effect of firm status is negative and 

significant ( = -0.18; p < 0.05), thus providing initial support for our hypothesis. The significant 

model fit improvements (-2(LL1-LL2)) corroborate the support for our hypothesis.18 

Given the nonlinearity of Cox models, we follow prior research and use several 

visualization techniques to corroborate the result in Model 6 (Greene, 2010; Hollyer, Rosendorff, 

& Vreeland, 2015; Greve & Song, 2017). First, we follow Greve and Song (2017) to visualize 

the raw data and show that the phenomenon is real. Figure 4(a) shows a scatterplot of the SEC 

                                                           
17 Prior research suggests a curvilinear relationship between status and conformity (Phillips & Zuckerman, 2001). To 

mitigate the concern that similar mechanisms maybe at play in the relationship between status and labeling of 

misconduct, we tested for a curvilinear relationship but did not find evidence for a curvilinear effect of status.   
18 We report the likelihood ratio tests despite using robust standard errors, which could raise questions about the 

likelihood ratio tests because the sampling distribution is not known under robust standard errors, thus suggesting 

caution is necessary when interpreting the likelihood ratio tests.    
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enforcement actions on the vertical axis and firm status on the horizontal axis for scandal and 

non-scandal firms. The scatterplot shows that the number of enforcement actions is higher for 

high-status firms when they are part of scandal than when they are not part of scandal.  

 

------------------------------------------------------------------- 

Insert Figure 4 around here 

                                 ------------------------------------------------------------------- 

Second, we visualize the results from our analysis. Because the interaction effect depends 

on all other variables in the model, we drew graphs for the interaction effect at different 

meaningful values of other variables (Greene, 2010). The graph described below is drawn at the 

average values of the continuous variables and at the following values of the binary variables: 

Accounting fraud = 1, SEC proximity = 1, enforcement action by other agencies =0, prior SEC 

enforcement action=0, SIC two-digit industry = 73 (Business Services), and year in which 

lawsuit was filed = 2006. The conclusions from the graph do not change at other meaningful 

values of the control variables. Figure 4(b) shows smoothed estimates of the hazard function – 

based on Model 6 – at different values of firm status for scandal and non-scandal firms (Hollyer 

et al., 2015). It shows the change in the hazard rate when firm status increases from one-standard 

deviation below mean (low-status firms) to one standard deviation above mean (high-status 

firms) for firms not involved in scandal (scandal = 0) vis-à-vis for firms involved in scandal 

(scandal = 1). This figure suggests that scandal increases the hazard rate for high-status firms, 

while in absence of scandal, the hazard rate decreases for high-status firms.  

Finally, Figure 4(c) shows a scatterplot of predicted hazard ratios based on Model 6 

against firm status for scandal and non-scandal firms. Figure 4(c) suggests that predicted hazard 

ratios for high-status firms are significantly higher when they are part of scandal (scandal = 1) 
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relative to when they are not part of a scandal (scandal = 0). We overlay the scatterplot with two 

prediction lines, along with a confidence interval at 95% level, from linear regression of 

predicted hazard ratios on firm status for scandal and non-scandal firms. Figure 4(c) confirms 

that the predicted hazard ratios increase with status for scandal firms but decrease as status 

increases for non-scandal firms. Overall, the visualizations of the effect of scandal on the 

relationship between status and enforcement actions corroborate our hypothesis. 

Robustness Checks   

We took several steps to rule out alternative explanations for our results and to test their 

robustness (see Tables 3 and 4). First, our primary variable of interest, firm status, is 

significantly correlated – in theory and in our sample – with firm age, firm size, media coverage, 

and lobbying expenditure variables, which could bias our results. To make sure that the 

interaction between status and scandal is not actually an interaction between scandal and any of 

these correlates of status, we interact scandal with each of these variables in Table 4. 

Specifically, we include interaction term Scandal*status alongside an interaction of the scandal 

variable with each of the above-mentioned variables: scandal* firm age (ln) in Model 7, 

scandal*firm size (ln) in Model 8, scandal*media residuals in Model 9, scandal*lobbying 

expenditure in Model 10, and all the interactions in Model 11. The magnitude, sign, and 

significance of the coefficient for scandal and status interaction remain as in our primary 

analysis, while the coefficients of all other interactions are not statistically significant in models 

with separate interactions.  

Second, we tested our hypothesis using Cox Model that takes into account both whether 

an enforcement action took place and time taken for the enforcement action. It could be the case, 

however, that the time taken for the enforcement action is not as important as the taking place of 
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enforcement action itself. Therefore, we used alternative binary dependent variable models that 

provided similar results (reported for complementary log-log regression in Model 12). Third, we 

earlier noted the significant differences between firms excluded from the analysis because of 

missing data and firms included in the analysis. The lack of data on three financial variables, 

namely firm size, leverage, and ROA, is the key culprit for missing data, which amounts to 41% 

of the initial sample. We excluded firm size, leverage, and ROA variables from our analysis, 

enabling us to use 89% of the observations in the initial sample (Model 13). We implemented 

several variations of this robustness check and the results are similar. Fourth, several firms in our 

sample face securities fraud allegations because of insider trading and false forward-looking 

statements which are typically pursued against individual rather than organizational defendants. 

To account for this possibility, we conducted our analyses conditional on the focal firms’ 

involvement in accounting fraud, acquisitions related fraud, and offering related fraud and the 

results remain robust (Model 14).19 Overall, these additional analyses suggest that the results are 

robust to the choice of regression model, choice of risk set, and missing data concerns. 

------------------------------------------------------------------- 

Insert Tables 4 and 5 around here 

                     ------------------------------------------------------------------- 

Fifth, firm status is zero for around 25% of the observations in the sample. This left-

skewedness is typical of status hierarchies (Wang & Jensen, 2018), however, we ensure that it 

does not bias the results by dropping all observations with zero firm status. The results 

corroborate the findings of our primary analysis (Model 16).20 Sixth, we also used an alternative 

measure of status to check the robustness of our results. Specifically, we follow prior research to 

                                                           
19 Following Correia (2014) and Kedia and Rajgopal (2011), we also conducted our analyses conditional only on 

accounting fraud and the results remain robust (Model 15). 
20 We also checked the sensitivity of the results by excluding all the observations for top one percentile of the firm 

status variable. The results are robust to this sensitivity check. 
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operationalize firm status based on the Fortune’s Most Admired Companies (FMAC) ranking 

(McDonnell & King, 2018). We had access to FMAC ranking data from 2006-2011 that we used 

to construct two different measures of status. We first operationalized firm status as a binary 

variable, which equals 1 if the focal firm was part of the FMAC ranking and 0 otherwise (Model 

17). We also measured firm status as a continuous variable using the FMAC score each firm 

received each year in the FMAC ranking (Model 18).21 The results remain robust. Finally, we 

operationalized the scandal variable as a binary variable equaling 1 if the focal firm’s misconduct 

is related to one of the two scandals and 0 otherwise. As a robustness check, we collapsed the 

scandal variable into two binary variables: backdating scandal and subprime scandal. We 

interacted the two variables with status variable in separate models as well as in the same model 

and the results remain robust (Model 19). Overall, our robustness checks corroborate the support 

for our hypothesis. 

DISCUSSION AND CONCLUSION 

 In the past twenty years, more than forty different regulatory agencies have filed about 

368,000 enforcement actions against US corporations, labeling their alleged violations as 

organizational misconduct. Regulatory agencies represent critical social control agents, whose 

labeling decisions not only have significant consequences for the focal organizations but also 

entail significant discretion to label only a small proportion of alleged violations as misconduct. 

Accordingly, Greve and colleagues (2010) emphasize that a central question in organizational 

misconduct research is why alleged violations of some organizations but not all organizations are 

labeled as misconduct. Building on research that highlights the role of status in labeling 

                                                           
21 FMAC score is equal to zero for the firms not part of the FMAC ranking.  
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decisions against individuals (Grattet, 2011) and that explores the role of status in the context of 

organizational misconduct (McDonnell & King, 2018), we propose that the alleged violations of 

high-status organizations are more likely to be labeled as misconduct when these violations are 

part of a widespread scandal. Using SEC enforcement actions as our empirical case, we found 

that status neither protects from nor exposes organizations to SEC enforcement action. Taking 

the effect of scandal into account, however, the effect of status on enforcement action emerges: 

High-status firms are more likely to face SEC enforcement action when their alleged violation is 

part of a scandal but less likely when it is not part of a scandal. Status, in other words, becomes a 

liability during a scandal but is an asset when the focal act is a stand-alone violation. 

 In addition to the more specific contributions mentioned in the introduction, our study 

offers more broad contributions to status and misconduct research. A central tenet of status 

research is that status benefits are amplified in uncertain settings (Podolny, 1994). The context of 

misconduct is typically characterized by uncertainty, thus suggesting that status should be a 

benefit (Sharkey, 2014). Prior research, however, shows that status can be a burden in the 

context of misconduct. For example, Graffin et al. (2013) demonstrate that high-status British 

MPs that misused their expense accounts were more likely to face repercussions from their 

constituents because high-status MPs are held to higher standards than their lower-status 

counterparts for similar offenses. While prior research explores the potential hazards of high-

status, it does not fully explain how these potential hazards undermine the expected benefits of 

status (see McDonnell & King, 2018 for an exception). Our study adds to this research by 

explaining how eruption of scandal activates sociopolitical mechanisms that lessen the protective 

benefits of status and allow hazards of status to override these benefits such that status becomes a 

liability during a scandal. We found that status in fact protects in the absence of a scandal. In 
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other words, while prior work uses multiple-actor scandal contexts to suggest that status is a 

liability in the context of misconduct (e.g. Graffin et al., 2013; Jensen, 2006), we suggest that 

being part of a multiple-actor scandal (and not stand-alone misconduct) makes status a liability.  

Beyond the context of misconduct, our approach to theorizing status effects signifies that 

when status is understood to have a positive or negative effect in a given setting, it is important 

to theorize what happened to the other side of the status. If status has a negative (positive) effect, 

what explains the absence of mechanisms that could have made it a positive (negative) effect? 

This is especially pertinent in recent work highlighting the negative aspects of occupying high-

status positions (e.g. Bothner, Kim, & Smith, 2012; Graffin et al., 2013; Jensen, 2006; Jensen & 

Kim, 2015; Krishnan and Kozhikode, 2015). Jensen and Kim (2015), for example, demonstrate 

that winning or being nominated for an Oscar award, that is obtaining a high-status position in 

performance arts, increases the likelihood of a divorce for the focal actor, however, it does not 

take into account how, for example, an Oscar winner’s pool of potential marriage partners 

increases after receiving the award and how the actors who divorce after winning an Oscar may 

be more happier with a higher quality partner after the divorce. Overall, status is typically an 

asset: if status is claimed to have a negative effect, not only do the mechanisms that lead to the 

negative effect need an explanation but also an explanation is necessary of the absence of 

mechanisms that typically make status an asset. Accordingly, a major contribution of this study 

is to identify the factors associated with status (e.g. legitimacy, trustworthiness, power, 

expectations, visibility, and envy) that are typically present in most contexts and to theorize how 

the characteristics of the context determine when and how a specific mechanism, or a set of 

mechanisms, is activated to influence the outcome of interest. 

 Our study also provides new insights into the consequences of a scandal. Rules and 
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norms create order in the social system (North, 1991); violation of rules and norms disturbs this 

order and leads to frictions, inefficiencies, and unjust outcomes. Social control agents are 

responsible for maintaining order in the system by enforcing rules and norms and by taking 

action against those who violate the rules and norms (Greve et al., 2010). Prior research however 

suggests that social control agents give deferential treatment to high-status actors (Grattet, 2011). 

This results in suboptimal outcomes not only because some actors get away with their violations, 

but also because misconduct by high-status actors carries greater threat to the order in the 

society. Scandal, as demonstrated in this study, enables the social control agents to target high-

status actors and to label their alleged violations as misconduct, disproportionally more than 

typical circumstances. Targeting these high-status deviants not only reduces friction and 

inefficiencies created by these actors’ violation of rules and norms but also works as an effective 

deterrence signal for others, which likely leads to overall order in the society. Therefore, 

although scandal is seen as creating distrust, our study suggests that scandal can also be seen as 

an opportunity for increasing order and stability in the social system. Scandal, in other words, 

works as a social control mechanism (Adut, 2008). 

 Given the negative impact of scandal on the actors involved and the potential of scandal 

to increase order and stability in the society, scandal as a theoretical construct and as an 

empirical phenomenon merits greater scholarly attention. We identified several mechanisms 

through which scandal makes status a liability in the context of misconduct. Even though we 

provide anecdotal evidence for the presence of these mechanisms, each of the mechanisms merits 

further exploration in its own right. In-depth case studies would be particularly useful in 

establishing exactly which of the mechanisms or combination therefore accounts for the effect. 

We therefore encourage future research to unravel, for example, the perceptions, motivations, 
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and behavior of different social actors – including the involved firms, social control agents, and 

news media – as a scandal unfolds and explore the exact nature of the theoretical mechanisms 

identified in this study. More generally, a multiple-actor scandal enables the manifestation of a 

latent but consequential concern in public sphere. Examples include executive compensation 

during options backdating scandal, sexual harassment during #MeToo scandal, and tax evasion 

during Panama papers scandal. A fruitful future research direction would be to understand how 

and why scandals may lead to, for example, largely uncoordinated, but influential social 

movements (e.g. Occupy Wall Street; #MeToo movement) and major regulatory changes (e.g. 

Sarbanes-Oxley Act), and, importantly, whether and how these consequences of scandal may 

lead to long-term (dis)order in the society.  

Our study has some limitations as well. First, SEC enforcement actions are the outcome 

of a long enforcement process that starts with an informal inquiry that has to turn into a formal 

investigation before a public announcement of an enforcement action (see Figure 3). Because 

firms are not legally bound to inform the public about informal inquiries or the formal 

investigations, we followed prior research to focus empirically on the final outcome, the 

announcement of an enforcement action (Correia, 2014; Kedia & Rajgopal, 2011). The absence 

of granular information about early stages of the enforcement process did not allow us to test our 

predictions during earlier stages of the enforcement process. However, the mechanisms that we 

identify for the effect of status, scandal, and their interaction such as the clarity about the focal 

act being misconduct, deterrence and visibility benefits of targeting high-status firms, and the 

intensified public pressure on the SEC to take action are pertinent throughout the enforcement 

process. Accordingly, even though we were unable to test our predictions during earlier stages of 

enforcement process, we expect that our theory applies to the earlier stages of the enforcement 
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process as well.  

Second, although most research on scandals focuses on a single scandal only (Clemente 

& Gabbioneta, 2017; Jensen, 2006; Jonsson et al., 2009), focusing on two scandal is still a 

limitation. The limitation is partly a consequence of our empirical context: scandals are relatively 

rare events, which makes it hard to create a large sample of scandal. However, anecdotal 

evidence from other scandals corroborate the mechanisms identified in this study. #MeToo and 

Panama Paper scandals, for example, both entailed the provision of evidence by the external 

audiences, due processes were skirted, and the burden of proof shifted from the accuser to the 

accused. Although the allegations in both scandals were against numerous actors, the 

consequences for high-status individuals have been especially harsh as suggested by the instant 

firing from their jobs of Hollywood celebrities during the #MeToo scandal and several high-

profile politicians’ ouster during Panama Papers scandal. Similarly, Graffin et al. (2013) in their 

study of British members of parliament (MP) inappropriate expense scandal also found that high-

status MPs were more likely than their low-status counterparts to face repercussions for their 

involvement in the scandal. Although Graffin et al. (2013) did not have a comparison group of 

non-scandal MPs and did not theorize or test status effects with reference to scandal vs. non-

scandal misconducts, the congruence of their results with our theory indicates the 

generalizability of our theory.  

Despite these limitations, our study synthesizes prior research on status as an asset and 

status as a liability in the context of misconduct, theorizes how scandal makes status a liability 

through socio-political mechanisms, and emphasizes the differential labeling of misconduct 

decisions by social control agents.  
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                                       FIGURE 1. Timeline of a Typical Enforcement Action 
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(b). Options Backdating Scandal

FIGURE 2. Illustration of Options Backdating and Subprime Mortgage Scandal 
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Data Source: Factiva Database 
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                                    FIGURE 3. Scatterplots for Status and Scandal  
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    TABLE 1. Descriptive Statistics and Correlations 

   
          

  Variable Mean S.D. Min Max 1 2 3 4 5 6 7 8 9 10 11 12 13 

1 Enforcement action (EA) 0.02 0.14 0 1 1             
2 Duration 3.07 2.05 0.002 7.09 0.00 1            
3 Firm Status 2.39 2.91 0 20.5 -0.01 -0.06 1           
4 Scandal 0.14 0.35 0 1 0.11 -0.01 0.07 1          
5 Counts 2.76 1.51 1 21 0.06 -0.04 -0.03 0.15 1         
6 Class period length (ln) 5.68 1.24 0 8.33 0.08 0.01 -0.02 0.24 0.06 1        
7 Accounting 0.40 0.49 0 1 0.09 -0.03 -0.08 0.23 0.17 0.28 1       
8 Insider trading 0.38 0.49 0 1 -0.03 0.03 0.02 -0.06 -0.07 0.14 0.12 1      
9 False statements 0.41 0.49 0 1 -0.05 0.06 0.12 -0.10 -0.24 0.06 -0.67 0.02 1     

10 Offerings 0.16 0.37 0 1 -0.04 0.01 -0.13 -0.15 0.20 -0.19 -0.05 -0.11 -0.37 1    
11 Mergers & Acquisition 0.11 0.31 0 1 -0.04 -0.06 0.05 -0.11 0.08 -0.30 -0.11 -0.11 -0.29 -0.07 1   
12 Settlements (ln) 1.15 1.56 0 7.79 0.08 -0.03 0.07 0.16 0.18 0.18 0.21 0.08 -0.13 0.04 -0.10 1  
13 SEC Proximity 0.52 0.50 0 1 0.01 0.00 -0.01 -0.14 -0.02 -0.06 -0.05 -0.10 0.01 -0.01 0.02 -0.08 1 

14 Prior SEC EA 0.08 0.27 0 1 0.03 0.03 0.17 0.31 0.03 0.10 0.00 -0.16 0.05 -0.09 -0.03 0.05 -0.01 

15 EA by other agencies 0.01 0.11 0 1 0.00 0.08 0.02 0.09 0.04 0.05 0.00 -0.08 0.02 -0.02 -0.03 0.03 0.03 

16 Prior Scandal Coverage (ln) 4.26 0.98 1.39 6.04 -0.01 0.00 0.00 0.20 0.07 0.02 -0.03 0.05 0.03 0.07 -0.11 0.08 -0.04 

17 Media coverage (ln) 2.51 1.96 0 8.84 0.06 -0.01 0.38 0.21 0.04 0.05 -0.06 -0.09 0.15 -0.22 0.01 0.13 0.00 

18 Media coverage residuals -0.01 1.35 -4.19 7.47 0.04 -0.07 0.14 -0.02 -0.05 -0.03 -0.09 0.03 0.13 -0.13 -0.05 0.05 -0.01 

19 Lobbying expenditure (ln) 7.64 7.43 0 19.24 0.01 0.09 0.31 0.12 -0.01 0.09 -0.09 -0.03 0.20 -0.20 -0.01 0.11 0.00 

20 Firm age (ln) 3.47 0.88 0 5.78 0.05 0.14 0.23 0.17 -0.03 0.11 0.02 -0.01 0.11 -0.36 0.04 0.03 0.02 

21 Leverage 0.21 0.38 0 13.19 -0.02 0.04 -0.01 0.04 -0.01 -0.06 -0.07 -0.05 0.06 -0.02 0.07 0.01 0.01 

22 Firm size (ln) 7.67 2.83 -2.27 14.94 0.04 0.06 0.38 0.31 0.10 0.10 0.01 -0.15 0.09 -0.17 0.06 0.13 0.01 

23 Return on assets -0.10 7.09 -261.52 197.54 0.00 0.02 0.01 0.01 0.00 0.02 0.01 0.00 -0.04 0.00 0.00 0.04 0.00 

 

 Variable 14 15 16 17 18 19 20 21 22 23 

14 Prior SEC EA 1          
15 EA by other agencies 0.32 1         
16 Prior Scandal Coverage (ln) 0.02 0.01 1        
17 Media coverage (ln) 0.35 0.17 -0.01 1       
18 Media coverage residuals 0.06 0.00 -0.02 0.68 1      
19 Lobbying expenditure (ln) 0.26 0.11 -0.05 0.60 0.29 1     
20 Firm age (ln) 0.30 0.12 -0.07 0.50 0.16 0.43 1    
21 Leverage -0.02 -0.03 0.00 0.03 0.00 0.05 -0.03 1   
22 Firm size (ln) 0.43 0.23 0.01 0.71 -0.03 0.54 0.54 0.04 1  
23 Return on assets 0.01 0.00 -0.01 0.07 0.04 0.06 0.06 -0.49 0.06 1        
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TABLE 2. Cox Proportional Hazard Models with Hazard of an Enforcement Action as the 

Dependent Variable 
  Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 

Counts 0.13* 0.13* 0.13* 0.08 0.08 0.08 

 (0.05) (0.05) (0.05) (0.05) (0.05) (0.06) 

Class period length (ln) 0.34+ 0.34+ 0.35+ 0.26 0.27 0.28 

 (0.19) (0.19) (0.19) (0.18) (0.18) (0.18) 

Accounting  0.74 0.74 0.75 0.68 0.70 0.69 

 (0.80) (0.80) (0.80) (0.82) (0.82) (0.88) 

Insider trading -0.88** -0.88** -0.88** -0.77* -0.77* -0.72* 

 (0.30) (0.30) (0.30) (0.31) (0.31) (0.32) 

False Statements -0.39 -0.39 -0.39 -0.32 -0.33 -0.31 

(0.80) (0.80) (0.80) (0.82) (0.82) (0.85) 

Offerings Fraud -1.12 -1.12 -1.12 -0.86 -0.86 -0.75 

 (0.79) (0.79) (0.78) (0.82) (0.82) (0.88) 

Mergers & Acquisitions -0.97 -0.97 -1.00 -0.70 -0.71 -0.78 

 (0.80) (0.80) (0.79) (0.80) (0.78) (0.89) 

Settlements (ln) 0.04** 0.04** 0.04* 0.04* 0.04* 0.04* 

 (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) 

SEC proximity  0.42 0.42 0.44 0.56* 0.59* 0.69* 

 (0.27) (0.27) (0.27) (0.29) (0.29) (0.29) 

Prior SEC EA -0.12 -0.12 -0.15 -0.58 -0.59 -0.63 

 (0.43) (0.43) (0.44) (0.49) (0.48) (0.52) 

EA by other agencies -1.50+ -1.50+ -1.47 -1.33 -1.29 -1.12 

 (0.91) (0.91) (0.92) (0.82) (0.82) (0.80) 

Prior Scandal Coverage (ln) -0.05 -0.05 -0.05 -0.13 -0.14 -0.13 

 (0.17) (0.17) (0.17) (0.17) (0.17) (0.18) 

Media coverage (ln) 0.35***      

 (0.10)      
Media residuals  0.35*** 0.35*** 0.40*** 0.40*** 0.38*** 

  (0.10) (0.10) (0.10) (0.10) (0.10) 

Lobbying expenditure (ln) -0.05* -0.05* -0.05* -0.04+ -0.04+ -0.05+ 

 (0.02) (0.02) (0.02) (0.02) (0.02) (0.02) 

Firm age (ln) 0.18 0.18 0.18 0.17 0.18 0.24 

 (0.25) (0.25) (0.24) (0.25) (0.25) (0.25) 

Leverage -0.43 -0.43 -0.41 -0.60 -0.58 -0.43 

 (0.48) (0.48) (0.48) (0.50) (0.48) (0.42) 

Firm size (ln) -0.09 0.08 0.08 0.03 0.03 0.06 

 (0.07) (0.07) (0.07) (0.07) (0.07) (0.07) 

Return on Assets -0.01 -0.01 -0.01 -0.01 -0.01 -0.01 

 (0.01) (0.01) (0.01) (0.01) (0.01) (0.01) 

Status   0.03  0.03 -0.18* 

   (0.05)  (0.04) (0.09) 

Scandal    1.20** 1.20** 0.49 

    (0.42) (0.41) (0.47) 

Status* Scandal      0.35** 

      (0.11) 

Observations 3786 3786 3786 3786 3786 3786 

Log pseduo-likelihood -405 -405 -405 -400 -400 -395 

-2(LL1-LL2)   0.28 8.96 9.21 20.35*** 
The analyses include industry and year fixed effects. Robust standard errors are in parenthesis. Log-pseudo likelihood comparisons 

based on Model 2 for Models 3, 4, and 5. Model 6 is compared to Model 5. Two tailed tests. + p<0.10, * p<0.05, ** p<0.01 

***p<0.001. 
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TABLE 3. Robustness Checks (Interactions with correlates of Status) 

 Model 7 Model 8 Model 9 Model 10 Model 11 

Counts 0.09 0.07 0.08 0.07 0.08 

 (0.06) (0.06) (0.06) (0.06) (0.06) 

Class period length (ln) 0.26 0.29 0.28 0.33+ 0.31 

 (0.18) (0.19) (0.18) (0.20) (0.19) 

Accounting  0.73 0.71 0.68 0.64 0.77 

 (0.88) (0.87) (0.88) (0.88) (0.88) 

Insider trading -0.72* -0.74* -0.72* -0.71* -0.71* 

 (0.32) (0.32) (0.32) (0.32) (0.31) 

False Statements -0.27 -0.28 -0.33 -0.36 -0.21 

(0.86) (0.85) (0.85) (0.85) (0.85) 

Offerings Fraud -0.62 -0.78 -0.78 -0.83 -0.56 

 (0.90) (0.87) (0.88) (0.90) (0.91) 

Mergers & Acquisitions -0.75 -0.73 -0.79 -0.75 -0.57 

 (0.89) (0.88) (0.90) (0.90) (0.88) 

Settlements (ln) 0.04* 0.04* 0.04* 0.04* 0.04* 

 (0.02) (0.02) (0.02) (0.02) (0.02) 

SEC proximity  0.74* 0.63* 0.69* 0.69* 0.74* 

 (0.29) (0.30) (0.30) (0.30) (0.30) 

Prior SEC EA -0.55 -0.74 -0.69 -0.85 -0.82 

 (0.49) (0.55) (0.58) (0.57) (0.57) 

EA by other agencies -1.08 -1.21 -1.12 -1.22 -1.32 

 (0.83) (0.78) (0.80) (0.78) (0.82) 

Prior scandal coverage (ln) -0.11 -0.12 -0.14 -0.14 -0.09 

 (0.18) (0.17) (0.18) (0.17) (0.17) 

Media residuals 0.38*** 0.37*** 0.36*** 0.39*** 0.36** 

 (0.10) (0.10) (0.11) (0.10) (0.12) 

Lobbying expenditure (ln) -0.04+ -0.04+ -0.05+ -0.07* -0.06+ 

 (0.02) (0.02) (0.02) (0.03) (0.03) 

Firm age (ln) 0.37 0.23 0.24 0.22 0.59+ 

 (0.28) (0.25) (0.25) (0.25) (0.31) 

Leverage -0.44 -0.41 -0.42 -0.38 -0.38 

 (0.42) (0.40) (0.42) (0.43) (0.41) 

Firm size (ln) 0.06 0.02 0.06 0.07 0.01 

 (0.06) (0.08) (0.07) (0.07) (0.09) 

Return on Assets -0.01 -0.01 -0.01 -0.01 -0.01 

 (0.01) (0.01) (0.01) (0.01) (0.01) 

Status -0.20* -0.16+ -0.18* -0.16+ -0.16+ 

 (0.10) (0.09) (0.09) (0.09) (0.09) 

Scandal 2.03 -0.44 0.50 0.12 2.03 

 (1.51) (1.08) (0.47) (0.55) (1.50) 

Status* Scandal 0.37** 0.31** 0.34** 0.30** 0.29** 

 (0.11) (0.11) (0.11) (0.11) (0.11) 

Scandal*Firm age (ln) -0.41    -0.97* 

 (0.37)    (0.41) 

Scandal*Firm size (ln)  0.11   0.21 

  (0.12)   (0.13) 

Scandal*Media residuals    0.07  0.03 

   (0.21)  (0.21) 

Scandal*Lobbying expenditure (ln)    0.06 0.06 

    (0.05) (0.05) 

Observations 3786 3786 3786 3786 3786 

Log pseduo-likelihood -394 -394 -395 -394 -391 

-2(LL1-LL2) 1.31 1.12 0.10 1.84 7.28 
The analyses include industry and year fixed effects. Robust standard errors are in parenthesis. Log-pseudo likelihood comparisons based on Model 6 for 

Models 7, 8, 9, and 10. Two tailed tests. † p<0.10, * p<0.05, ** p<0.01 ***p<0.001 
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TABLE 4. Robustness Checks (Alternative Models, Samples, and Measurements) 

  Model 12 Model 13 Model 14 Model 15 Model 16 Model 17 Model 18 Model 19 

  
Comp. Log-

log 

Full 

Sample 

Limited 

Frauds 

Accounting 

Fraud 

Zero Status 

excluded 

FMAC 

(binary) 

FMAC 

(score) 

Scandal 

(Factor) 

Counts 0.10* 0.03 0.16+ 0.09 0.07 0.05 0.05 0.08 

 (0.05) (0.04) (0.09) (0.09) (0.07) (0.06) (0.06) (0.06) 

Class period length (ln) 0.30+ 0.37* 0.42 0.73* 0.13 0.23 0.23 0.26 

 (0.17) (0.16) (0.30) (0.31) (0.18) (0.18) (0.18) (0.19) 

Accounting  0.57 0.39 0.42  0.28 2.33* 2.31* 0.72 

 (0.81) (0.68) (0.87)  (1.29) (1.16) (1.13) (0.88) 

Insider trading -0.63* -0.55*   -0.74+ -0.83* -0.84* -0.70* 

 (0.28) (0.27)   (0.38) (0.41) (0.41) (0.32) 

False statements -0.38 -0.60   -0.37 1.48 1.44 -0.27 

(0.79) (0.70)   (1.17) (1.18) (1.16) (0.86) 

Offerings fraud -0.83 -0.41 -0.76  -1.64 -0.90 -0.91 -0.69 

 (0.82) (0.62) (0.94)  (1.49) (0.90) (0.91) (0.89) 

Mergers & Acquisition -1.03 -0.80 -0.69  -0.76 0.03 0.02 -0.77 

 (0.83) (0.75) (0.72)  (1.17) (1.12) (1.12) (0.89) 

Settlements (ln) 0.03* 0.02 0.07** 0.06* 0.04+ 0.06** 0.06** 0.04* 

 (0.02) (0.02) (0.03) (0.03) (0.02) (0.02) (0.02) (0.02) 

SEC proximity  0.71** 0.63** 0.59 0.74+ 0.59+ 0.73* 0.74* 0.70* 

 (0.27) (0.23) (0.36) (0.39) (0.36) (0.33) (0.33) (0.29) 

Prior SEC EA -0.48 -0.38 -0.54 -0.81 -0.87 -0.95+ -0.95+ -0.54 

 (0.50) (0.45) (0.70) (0.62) (0.55) (0.56) (0.56) (0.52) 

EA by other agencies -0.64 -0.12 -0.20 0.13    -1.17 

 (0.88) (0.53) (1.07) (0.93)    (0.81) 

Prior scandal coverage (ln) -0.14 -0.04 -0.38+ -0.47* 0.10 -0.09 -0.09 -0.15 

 (0.15) (0.15) (0.21) (0.23) (0.22) (0.17) (0.17) (0.18) 

Media coverage (ln)  0.42***       

  (0.07)       
Media residuals 0.22*  0.48** 0.41** 0.37** 0.52*** 0.51*** 0.38*** 

 (0.09)  (0.15) (0.13) (0.13) (0.12) (0.12) (0.10) 

Lobbying exp. (ln) -0.03 -0.06** -0.04 -0.03 -0.01 -0.03 -0.03 -0.05* 

 (0.02) (0.02) (0.03) (0.03) (0.03) (0.03) (0.03) (0.02) 

Firm age (ln) 0.43+ -0.13 0.40 0.49 0.03 0.05 0.05 0.27 

 (0.22) (0.19) (0.36) (0.41) (0.32) (0.27) (0.27) (0.25) 

Leverage -0.24  0.05 -0.05 -2.80+ -1.22+ -1.22+ -0.37 

 (0.39)  (0.66) (0.75) (1.47) (0.64) (0.64) (0.40) 

Firm size (ln) 0.03  0.03 -0.04 0.10 -0.01 -0.02 0.06 

 (0.06)  (0.09) (0.10) (0.11) (0.08) (0.08) (0.07) 

Return on assets -0.01  -0.18 -0.23+ -0.17+ -0.01 -0.01 -0.01 

 (0.01)  (0.13) (0.13) (0.10) (0.01) (0.01) (0.01) 

Status -0.19* -0.21* -0.14 -0.27 -0.32* -0.73 -0.10 -0.20* 

 (0.09) (0.08) (0.13) (0.18) (0.15) (0.76) (0.13) (0.09) 

Scandal 0.18 0.27 0.09 0.02 0.35 1.33** 1.32**  

 (0.42) (0.36) (0.64) (0.67) (0.70) (0.51) (0.51)  
Status*Scandal 0.33** 0.37*** 0.43* 0.64** 0.45** 1.92* 0.30*  

 (0.11) (0.09) (0.17) (0.22) (0.16) (0.95) (0.15)  
Subprime scandal        0.29 

        (0.59) 

Backdating scandal        0.52 

        (0.73) 

Status*Subprime scandal       0.34** 

        (0.12) 

Status*Backdating scandal       0.44** 

        (0.16) 

Constant -4.98***        

 (1.49)        
Observations 3257 5662 2208 1520 2782 2610 2610 3786 

Log pseduo-likelihood -302 -601 -253 -230 -260 -270 -270 -394 

-2(LL1-LL2) 10.32** 26.10*** 9.02** -13.58 -10.98 5.32* 5.58 12.19 
The analyses include industry and year fixed effects. Two tailed tests. + p<0.10, * p<0.05, ** p<0.01 ***p<0.001. 
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CHAPTER 2 

The ideological imperative: 

The role of ideology in news coverage of deviant organizations22 
 

 

ABSTRACT 

In this study, we identify, theorize, and empirically demonstrate ideological affinity and 

ideological content as two key mechanisms through which ideology affects social outcomes. 

Specifically, we suggest that ideological affinity and ideological content are based on distinct 

socio-psychological assumptions and mechanisms, and as such, their effects may not necessarily 

coincide. Focusing empirically on news media coverage of firms accused of corporate fraud, we 

found that only liberal news organizations showed ideological affinity towards ideologically 

similar liberal-leaning firms. Conservative news organizations, on the other hand, did not exhibit 

ideological affinity towards conservative-leaning firms. Conservative news organizations, 

instead, in accordance with the ideological content of conservatism showed strong negative 

reaction towards all fraudulent firms, notwithstanding their ideology. We conclude therefore that 

it is important to consider both ideological affinity and ideological content for a more complete 

understanding of the effects of ideology in social settings.  

 

 

  

                                                           
22 This chapter is co-authored with Tal Simons, Tilburg University, The Netherlands. 
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Ideology is a bundle of interconnected ideas about what constitutes a proper moral, 

social, and political order such that these ideas have a robust and empirically observed 

connection with an identifiable social group (Gerring, 1997; Tedin, 1987). Liberalism, 

Conservatism, Communism, Islamism, among others, are some prototypical examples of 

ideology. Ideology is important because it configures its adherents’ values and beliefs and acts as 

a guide for action, and as such, has a profound effect on social outcomes (Jost, 2006). Ideology is 

consequential not only in ideologically charged settings such as international affairs, race 

relations, and the economy but also in contexts devoid of explicit ideological character, in 

corporate and law firms for example (Carnahan & Greenwood, 2017; Chin, Hambrick, & 

Trevino, 2013; Jost, Glaser, Kruglanski, & Sulloway, 2003). The evidence for the effect of 

ideology on social evaluations, social relations, and social exchange is robust, however, the 

underlying mechanisms driving the effects of ideology have received scant attention and thus are 

under-theorized. In this paper, we identify, theorize, and empirically demonstrate ideological 

affinity and ideological content as two key mechanisms through which ideology affects social 

outcomes. 

Ideological affinity refers to an actor’s preferential treatment of ideologically similar 

others (Ingram & Simons, 2000). Because ideology serves as a common group denominator and 

because individuals typically exhibit strong in-group bias, ideologically similar actors are likely 

to treat each other preferentially at the expense of ideologically dissimilar others (Simmel, 1908; 

Tajfel & Turner, 1979). Further, social actors support ideologically similar others in order to 

achieve ideologically derived goals (Simons & Ingram, 1997). Ingram and Simons (2000), for 

example, show that the failure rate of Israeli workers’ cooperatives decreased with the growth of 

credit cooperatives and kibbutzim. This is because the three organizational populations shared a 
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common ideology, socialism, and the ideological affinity among the three organizational 

populations provided an impetus for helping each other survive. Ideology therefore may effect 

social outcomes through ideologically similar actors giving each other preferential treatment 

over ideologically dissimilar others. 

Ideological content, on the other hand, refers to the definitional core of an ideology (Jost, 

Federico, & Napier, 2009). Each ideology promotes certain worldviews and these worldviews 

are manifested in the behavior of the individuals who identify with that ideology (Wilson, 1973). 

Individuals identify with an ideology because the ideological content resonates with their 

psychological needs, and as such, prior research suggests that ideological content is a robust 

predictor of human behavior (Jost et al., 2003; 2009). In evidence of this, a growing number of 

studies examining the ideology of an organization’s top management have leveraged the idea of 

ideological content to explain, for instance, liberal managers’ tendency to work towards greater 

gender equality in organizations (Briscoe & Joshi, 2017; Carnahan & Greenwood, 2017) or 

conservative managers’ tendency to adopt less risky corporate policies (Christensen, Dhaliwal, 

Boivie, & Graffin, 2014; Hutton, Jiang, & Kumar, 2015). Individuals therefore make sense of the 

world, and thus act, by employing the lens of the focal ideology while ignoring alternative 

interpretations, resulting in the effect of ideology on social outcomes through ideological 

content. 

The effects of ideological content and ideological affinity are based on distinct socio-

psychological assumptions and mechanisms, however, the effect of the two typically coincides 

such that only the eventual outcome is observed but the underlying mechanism remains unclear. 

To this end, we theorize the effect of ideological affinity and ideological content when the effect 

of the two may not coincide because it allows us to separate the mechanisms at play and to test 
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them empirically. That is, to what extent do social actors support ideologically similar others 

when the behavior of these ideologically similar others strays from the ideological content? The 

effect of ideology through ideological content is a function of an actor’s normative beliefs about 

what the proper order in society is and what needs to happen in order to achieve that order. 

Given that these normative beliefs not only reflect a conscious choice but also result from the 

psychological needs of the focal actors (Jost, 2006; Jost et al., 2003; 2009), it is likely that the 

focal actor will prioritize ideological content over ideological affinity. Importantly, a key 

mechanism for the expression of ideological affinity is to achieve ideologically derived goals 

that are not achieved when the ideologically similar actors deviate from the ideological content. 

We therefore suggest that ideological content would have a greater effect than ideological 

affinity when the effect of the two does not coincide. 

We develop our hypotheses about the effect of ideological affinity and ideological 

content in the context of news media coverage of fraudulent firms in the United States. We chose 

the United States as our setting because the content of the two prevailing ideologies, liberalism 

and conservatism in this setting, is well-established in the literature. Specifically, conservatism is 

associated with preservation of the status-quo and acceptance of hierarchy in society while 

liberalism advocates social change and rejects inequality (for a review, see Jost et al., 2003; 

2009). Further, we chose to develop our hypotheses in the context of corporate fraud because 

fraud is a taken-for-granted deviance from the established order in the markets, and thereby, 

fraud is expected to evoke stronger negative reactions from conservatives, given that 

conservatism forcefully advocates preservation of the established order. Conservative news 

organizations therefore, face the dilemma of showing affinity to ideologically similar others vis-
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à-vis an allegiance to the content of their ideology, making this an analytically useful context to 

explore the contingent effects of ideological affinity and ideological content.  

The contribution of this study is threefold. First, the effect of ideology in social contexts 

is a common observation and the academic evidence for ideology effect is robust. The 

contribution of this study is to identify, theorize, and empirically test the two mechanisms – 

ideological affinity and ideological content – that drive the effect of ideology. The distinct socio-

psychological mechanisms for ideological affinity and ideological content are delineated and the 

contingent effect of the two is demonstrated. Second, news media in itself is a critical but under-

theorized subject of study. News organizations are frequently simply assumed to exhibit 

ideological affinity (simply referred to as media-bias in popular and academic discourse; e.g. 

Groeling, 2013; Groseclose & Milyo, 2005). We introduce a nuance to this widely prevailing 

assumption by showing that the effect of ideological affinity is contingent on the content of the 

ideology. Finally, prior literature suggests that the punishment for organizational misconduct is 

contingent on the extent to which an organization’s misconduct receives news media scrutiny 

(Greve, Palmer, & Pozner, 2010). We contribute to the organizational misconduct literature by 

demonstrating that the ideology of the fraudulent firm as well as the ideology of the news 

organization both affect the degree of scrutiny, and by extension the punishment, a fraudulent 

organization receives.    

THEORY AND HYPOTHESES 

Organizational Misconduct and News Organizations 

Much research has sought to explain the punitive reactions of organizational audiences to 

the disclosure of organizational misconduct (Greve, Palmer, & Pozner, 2010). The empirical 

work in this regard suggests that the disclosure of organizational misconduct results in economic 
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and social punishment for the focal organization, however, the key insight of the literature is that 

the extent of punishment for misconduct is quite heterogeneous (Karpoff, Lee, & Martin, 2008; 

Palmrose, Richardson, & Scholz, 2004; Sullivan, Haunschild, and Page, 2007). Prior research 

has therefore sought to explain the inconsistency in punitive reactions to organizational 

misconduct (Barnett, 2014). To this end, the primary idea is that organizational misconduct is a 

complex and ambiguous phenomenon because audiences typically lack objective information 

about whether the focal action constitutes misconduct (Jackson & Brammer, 2014), whether the 

focal organization is responsible for the action (McDonnel & King, 2018), and whether it is 

fitting for the punishing agent to pursue a punishment against the focal organization (Becker, 

1968). The three factors necessitate relevant audiences to exercise their judgment in their 

reaction to misconduct. Audiences’ judgments, however, are constrained by their limited 

attention capacity, time, and financial resources (Barnett, 2014; Simon, 1947). Given these 

constraints, prior research suggests that the ways in which information intermediaries – such as 

news media and security analysts – present information about deviant organizations, significantly 

influences the punitive reactions to misconduct that results in heterogeneous punishment 

(Barnett, 2014; Greve et al., 2010).  

An information intermediary is a social agent that acquires, processes, and disseminates 

information on behalf of its consumers (Rose, 2012). Information intermediaries affect the 

availability, prominence, and worth of the information audiences receive about an organization, 

which in turn influences how audiences perceive the organization and how they interact with it 

(Chen & Meindl, 1991). Organizations scholars recognize news media as influential information 

intermediaries because they are “prominent and legitimate platforms for rendering assessments 

of firms and the individuals associated with them” (Wiesenfeld, Wurthmann, & Hambrick, 2008: 
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234). In the context of organizational misconduct, Greve et al. (2010) suggest that social control 

agents differentially attend to instances of misconduct because of their vested economic, 

political, and organizational interests. News media, through their ability to publicize misconduct 

and generate a scandal (Adut, 2005; 2008), inflict pressure on social control agents and decrease 

“their discretion to choose which instances of misconduct to pursue and which to ignore” (Greve 

et al., 2010: 84). In evidence of this, Kedia and Rajgopal (2011) found that the SEC is more 

likely to investigate those fraudulent firms that attract greater media attention. News media 

instigate other relevant audiences to apply sanctions as well. In a study of British members of 

parliament (MP) expense scandal, Graffin et al., (2013) found that increased news coverage of 

high-status MPs mediated the relationship between MPs’ status and their decreased likelihood of 

being reelected. News media, in other words, influenced the punishment levied by the voters.  

Prior research therefore emphasizes the potency of news media in influencing audiences’ 

punitive reactions to misconduct. We know, however, very little about factors affecting news 

media’s coverage of organizations engaged in misconduct. News content about an organization 

is typically taken as a given in organizational research, and only recently, a few insightful studies 

have explored the factors affecting the nature of the coverage of misconduct and the associated 

organizations. Lamin and Zaheer (2012), for example, examined the impression management 

strategies employed by organizations facing legitimacy challenges in news media and found that 

the use of impression management strategies in fact results in more negative coverage of the 

focal organizations. Likewise, Zavyalova and colleagues (2012) studied the effectiveness of an 

organization’s technical and ceremonial actions in influencing news coverage of its own and its 

competitor’s misconduct, and their results suggest that deviant organizations’ ceremonial actions 



 
 

66 
 

amplify, while their technical actions attenuate the negative news coverage of these 

organizations. 

These studies focused on how deviant organizations used actions and verbal accounts to 

influence how the news media covers them. By doing so, these studies implicitly adopted what 

Bitektine (2011) referred to as the “organization’s perspective” in organizational social 

evaluations research. That is, the focus is on theorizing the effect of the focal organization’s 

characteristics and actions on its social evaluations – at the cost of assigning the evaluator (in this 

case, the news media) a passive role. The evaluator, ironically, is assumed to be at the receiving 

end of the discourse. Bitektine (2011) suggests the necessity to focus on the social, economic, 

and cognitive dynamics of the evaluators for gaining a better understanding of their evaluation of 

organizations (also see Barnett, 2014; Jensen, Kim, & Kim, 2012).  

News organizations as organizations. As alluded to by Bitektine (2011), while prior 

research grants a key role to news media in organizational studies, it implicitly assumes that the 

news media is a homogenous and indifferent entity (Roulet & Clemente, 2018). This assumption 

cannot be further from reality. The news that reaches its consumers is a “product” of news 

organizations. A news organization, like any other organization, is a collectivity with limited 

resources and cognition, is comprised of participants with varying interests, is embedded in a 

wider material-resource and institutional environment, and seeks to survive by meeting the 

demands of its stakeholders (Scott & Davis, 2015). Accordingly, the news media consists of 

heterogeneous organizations whose production of news – like that of any other organization’s 

product – is subject to various organizational and institutional constraints (Epstein, 1973; 

Schudson, 2002). A variance therefore exists in how different news organizations attend to, and 

report about identical events (Clemente & Gabbioneta, 2017; Roulet, 2015), and importantly, 
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“this variance is often not randomly distributed; different media outlets choose the cues that 

matter to them, and they report them in a way that aligns with their motives and strategic goals” 

(Roulet & Clemente, 2018: 327).  

Examining factors related to news organizations is therefore crucial for fully 

understanding the portrayal of deviant organizations in the news media. Popular discourse as 

well as academic research characterize news organizations as biased actors (Baron, 2006; 

Clemente, Durand, & Porac, 2016; Groseclose & Milyo, 2005). News organizations are regularly 

flooded with information from an array of sources. This information is then processed in terms of 

selecting, writing, editing, and positioning by the news organizations, and the product of this 

process is presented as news (Shoemaker, Vos, & Reese, 2009). The systematic distortion of the 

information that becomes news by, for example, selective omission, choice of news frames, and 

choice of the primary source, is defined as news media bias (Gentzkow & Shapiro, 2006). Prior 

research suggests that the ideology of the news organizations plays an important role in news 

media bias (Gentzkow & Shapiro, 2010; Groeling, 2013; Groseclose & Milyo, 2005; Iyengar & 

Hahn, 2009; Kahn & Kenney, 2002; Ladd & Lenz, 2009). Building on this literature, we deem 

the ideology of news organizations to be a key factor that may affect the news coverage of 

deviant organizations. Although prior research on news media ideology has understandably 

focused on politically charged contexts such as race relations, political economy, and 

international affairs (Roulet & Clemente, 2018; for a review see van Dijk, 2009), recent 

organizational research suggests that ideology is also consequential in contexts devoid of an 

explicit ideological content (Carnahan & Greenwood, 2017; Chin et al., 2013; Gupta & Wowak, 

2016; Gupta et al., 2017; Tetlock, 2003). In this study, we draw from these streams of literature 

and examine how the ideology of news organizations and its (mis)alignment with the ideology of 
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the deviant organization influence the extent to which a deviant organization receives negative 

news coverage. In what follows, we describe what ideology is and hypothesize how ideology is 

related to negative news about deviant organizations.  

Ideology and Organizations 

Prior research suggests that ideologies influence human agency by providing first-order 

guiding principles for sensemaking and sensegiving of the issues at hand (Fine & Sandstrom, 

1993; Simons & Ingram, 1997). Behavior channeling and perceptual filtering – which are 

interpretive processes known as motivated cognition which colloquially means “you see what 

you want to see and you hear what you want to hear” – are the key mechanisms through which 

ideology affects individuals’ decision making processes (Chin et al., 2013; England, 1967; 

Higgins & Molden, 2003). The key idea is that ideology affects cognitive processes such as 

attention and information processing, which in turn result in systematic differences in the 

decision making of adherents of different ideologies (Jost, 2006). A case in point is Tetlock’s 

(2000) compelling account of how managers’ ideologies impact their decision-making and their 

interaction with employees. Specifically, conservative managers were more likely to be skeptical 

of complex strategies and structures, to prefer shareholder over stakeholder corporate governance 

model, and to defend heuristic driven errors such as overconfidence (Tetlock, 2000). Ideology, in 

other words, serves both as a lens for understanding as well as a guide for action (Wilson, 1973).  

Importantly, individuals need not be in an ideologically charged context to enact their 

ideologies; ideology instead seeps into their professional and organizational lives and manifests 

itself in individuals’ revealed preferences in different contexts (Jost et al., 2007). As such, 

organizations are infused – to varying degrees – with ideology (Gupta et al., 2017; Selznick, 

1957; Simons & Ingram, 1997; 2004; Thompson & Bunderson, 2003). A key mechanism 
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through which ideology comes to influence organizations is organizational members’ ideological 

homogeneity (Simons & Ingram, 1997). Figure 1 illustrates the degree to which different 

categories of organizations are likely to be infused with ideology through their members’ 

ideological homogeneity23. On one end of the continuum are a few types of organizations such as 

social movement organizations that are formed specifically to pursue and achieve ideological 

goals. These organizations purposely select new members on the basis of ideological similarity 

(Hochner & Granrose, 1985; Rothschild & Whitt, 1986) and have mechanisms and practices in 

place that enable the socialization of new members into the organizations’ ideological 

preferences (Bar-Hayim & Berman, 1991; Johnson & Whyte, 1977). Individuals are also more 

likely to be attracted towards and remain with ideologically congruent organizations (Gupta et 

al., 2017; Schneider, 1987). Accordingly, ideologically charged organizations are likely to attain 

significant ideological homogeneity of their members, and thereby, ideology is likely to be a key 

influence on these organizations functioning.  

*** Insert Figure 1 about here *** 

Organizations that are not formed to explicitly achieve ideological goals, occupy the 

remainder of the continuum. Corporations, for example, pursue shareholder or stakeholder value 

maximization (Freeman, 1984; Jensen, 2010). Nonetheless, ideology seeps into these 

organizations as well, and the mechanisms described above apply also to them but with one 

exception. That is, the attraction, selection, socialization, and attrition of organizational members 

is not designed for ideological homogeneity because these organizations do not primarily pursue 

ideological goals. Ideological homogeneity could still ensue, however. This is because 

                                                           
23 Our characterization of the extent to which different types of organizations are infused by ideology is meant for 

illustration only. There exists a significant heterogeneity in this regard within each category of organizations. We in 

fact show in the results section that several news organizations exhibit no or minimal ideological bias. 
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individuals with similar ideologies tend to cluster together in different geographical, economic, 

and social spaces including in organizations (Beyer, 1981; Mcpherson, Smith-Lovin, & Cook, 

2001). Gupta et al. (2017) invoke Schneider’s (1987) attraction-selection-attrition (A-S-A) model 

to explain how organizations drift toward member homogenization. The A-S-A model suggests 

that individuals are attracted by organizations that match their preferences – including 

ideological preferences (Thompson & Bunderson, 2003) – and organizations, in turn, select and 

retain those individuals who are likely to fit in (Schneider, 1987). Complete ideological 

homogeneity among organizational members does not usually result from such a process because 

it is not designed to attain that outcome. Nevertheless, prior research, as well as common 

observation, suggest that even organizations that do not explicitly pursue ideological goals may 

still accrue a critical mass of ideological homogeneity among members, and thereby, ideology 

influences these organizations as well. Gupta et al. (2017), for instance, mapped the US 

corporations on the continuum of ideology ranging from conservatism to liberalism.24  

 Ideological homogeneity among organizational members is not the only manner through 

which organizations are influenced by an ideology. If proponents of an ideology in an 

organization hold a higher hierarchical rank, then they may use their position of power to enact 

their ideologies through motivated cognition. Chin et al. (2013), for instance, suggest that CEOs’ 

liberal ideology is positively associated with the likelihood of the focal organizations applying 

corporate social responsibility practices (also see, Powers, 2017). Further, organizational 

                                                           
24 Conservative leaning individuals working in the Silicon Valley firms have often complained about the Silicon 

Valley as a liberal echo chamber and how the ideological homogeneity (leaning towards liberalism) in the Valley 

forces them to keep their political views discrete. The presence of conservatives suggests that complete homogeneity 

did not take-place in the Silicon Valley firms. At the same time, however, Silicon Valley firms seem to have reached 

a critical mass of homogeneity such that it is considered a bastion of liberalism. For an example, see the following 

report: 

https://www.theatlantic.com/politics/archive/2015/04/closeted-conservatives-of-the-high-tech-heartland/390048/ 
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members’ socialization in an organization may lead them to enact the dominant ideology in the 

focal organization, even if these members do not subscribe to this ideology (Gupta et al., 2017). 

This is not only because of their fear of retaliation by the members of the dominant ideology (see 

footnote 3) but also because these members may feel it is appropriate “to proceed according to 

the institutionalized practices of a collectivity, based on mutual, and often tacit, understandings 

of what is true, reasonable, natural, right, and good” (March and Olsen, 2006: 690). Together 

these mechanisms portray how ideology comes to influence organizational decision-making and 

the ensuing outcomes.  

Ideology and News Organizations. Earlier we defined the news media as a 

heterogeneous set of news organizations. Furthermore, we asserted that in this paper we view 

and examine news organizations theoretically, as “organizations”. As such, the preceding 

discussion concerning ideology and organizations applies to news organizations as it does to any 

other organization. It is nevertheless fitting to reflect about ideology and news organizations. As 

shown in Figure 1, news organizations are not included amongst those organizations that 

explicitly pursue ideological goals. This is because news organizations are primarily concerned 

with serving as information intermediaries and their viability is contingent on enacting strict 

professional and ethical codes (Deephouse & Heugens, 2008). News organizations claim to gain 

and maintain public trust by covering the news with impartiality and integrity (Deuze, 2005). 

The New York Times, for instance, professes the values of fairness, integrity, and truth. 

Nevertheless, we view news organization as more ideological than, for example, corporations or 

hospitals. This is because even though news organizations do not explicitly pursue ideological 

goals, they still can be expected to be ideologically driven for the following two reasons (but see 

footnote 2).  
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First, even if journalists intend to report impartially, the ideologically charged contexts 

about which journalists typically report are likely to prime them to, for example, select primary 

sources and choose news frames that are aligned with their ideology (Bargh, Chen, & Burrows, 

1996; Higgins & Molden, 2003). Second, and more importantly, news organizations are 

economic actors that operate in competitive markets (Baron, 2006; Clemente et al., 2016). Prior 

research suggests that the competitiveness of a news organization not only hinges upon catering 

to the information needs of their audiences but also upon satiating the audiences’ ideological 

preferences. In an experimental study, Iyengar and Hahn (2009) found that the demand for news 

was contingent on the perceived affinity of the news organization with the consumer’s 

ideological preferences. Further, Gentzkow and Shapiro (2006) showed that consumers are likely 

to attribute a higher quality to those news organizations whose reports conform to the 

consumers’ prior beliefs. As a result, news organizations strategically adapt to the ideological 

tendencies of their consumers to remain competitive. In evidence of this, Gentzkow and Shapiro 

(2010) estimated that around 20 percent of the variation in news media slant is driven by the 

ideological tendencies of consumers (also see Baron, 2006). Accordingly, in addition to the 

mechanisms discussed earlier, ideology is likely to have a significant influence on news 

organizations because ideology is an economic imperative for news organizations. 

Hypotheses 

 Before we explain how ideology may affect news coverage of deviant 

organizations, we put forth our baseline expectation and thus, hypothesis. The primary audience 

of the news organizations is the general public. News organizations achieve their relevance and 

impact by taking into account the information needs of their audiences (Gans, 1979). A basic 

need of the audience that news organizations serve, is to inform the audience about negative 
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stimuli – in this case, deviant organizations – in the environment. By reporting negatively about 

the deviant organizations, news organizations are able to denounce and delegitimize the deviant 

organizations, and as such, are able to fulfill the watchdog role that their audiences expect of 

them (Dyck, Volchkova, & Zingales, 2008; Miller, 2006). Further, negative reporting in general 

gains more traction – negative information attracts peoples’ attention more readily, tends to 

influence peoples’ evaluation more strongly, and stimulates their psychological processes more 

than positive or neutral information does (Ito, Larsen, Smith, & Cacioppo, 1998). The audiences’ 

preference for negative news further incentivizes news organizations to report negatively, and 

information about deviant organizations provides sufficient negative content to be processed into 

negative news about them. Accordingly, our baseline hypothesis is:  

Hypothesis 1: Newspapers will report more negatively about fraudulent firms than about 

non-fraudulent firms.  

Now we turn to ideology as a contingency for this baseline relationship. Each ideology 

entails a normative component and it explicates a set of first-order principles to interpret a 

stimulus as right or wrong and to act accordingly (Gerring, 1997; Graham, Haidt, & Nosek, 

2009). Because understanding what is right and what is wrong is a central concern for humans 

(Schwartz, 1992), individuals tend to identify with other individuals who follow similar first-

order principles of right and wrong (Byrne, 1961; Simmel, 1908). This results in a shared social 

identity among adherents of an ideology, giving rise to the formation of social groups on the 

basis of the focal ideology, for example, environmentalists, socialists, capitalists, liberals, and 

conservatives (Fine & Sandstrom, 1993; Turner, Hogg, Oakes, Reicher, & Wetherell, 1987). 

Importantly, different ideologies invoke a contrasting set of interpretive processes for the same 

stimulus, therefore, the principles professed by an ideology are neither uncontested nor 

unconnected to those professed by the other prevailing ideologies (Fine & Sandstrom, 1993). A 
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case in point is the issue of abortion. Liberalism in the contemporary United States advocates a 

woman’s right to abortion because it is a fundamental human right to control what happens to 

one’s body. Conservatism, on the other hand, views an unborn baby as a living being, and as 

such, an abortion violates an individual’s fundamental human right – the right to life of the 

unborn baby. So, for the same issue, even after invoking the same principle of fundamental 

human rights, the final outcome is the polar opposite because the two ideologies encompass 

different worldviews (Lakoff, 2010). An inherent conflict therefore exists at the level of ideology 

and by extension at the level of social groups associated with different ideologies (Mutch, 2015; 

Simons & Ingram, 1997).  

The formation of social groups on the basis of ideology and the inherent conflict among 

the groups breeds ideological affinity: an actor is likely to support other ideologically similar 

actors and oppose ideologically rival actors (Simons & Ingram, 2004). The basis for ideological 

affinity is social identity theory (Tajfel & Turner, 1979). It suggests that because individuals 

strive for positive self-conception and because their self-conception is partly derived from their 

membership in social groups, individuals are likely to perceive, evaluate, and treat the in-group 

members more favorably than out-group members (Chen & Li, 2009). In their seminal 

experimental study, Tajfel, Billig, Bundy, and Flament (1971) randomly assigned subjects to 

different groups and found that these subjects favored their group members in the allocation of 

rewards and penalties. Further experimental manipulations suggested that this in-group bias was 

driven by the desire to achieve maximum difference between the in-group and the out-group 

even if the individual had to incur a personal cost. This effect persisted even when subjects knew 

that groups were randomly assigned (Greenwald & Pettigrew, 2014). Platow and Van 

Knippenberg (2001) suggest in this regard, that people typically believe that it is acceptable, and 
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it is sometimes even expected from an individual to favor in-group members over out-group 

members. Overall, the suggestion of social identity theory that individuals favor in-group 

members at the expense of out-group members is supported by a large body of evidence in social 

psychology, sociology, economics, and political science literatures (for reviews see Balliet, Wu, 

& De Dreu, 2014; Everett, Faber, & Crockett, 2015).  

We suggested earlier that social groups such as conservatives and liberals are based on 

underlying ideologies and that there exists an inherent conflict at the level of the ideology and by 

extension at the group level. Given the evidence in prior literature regarding the preferential 

treatment of in-group members even in contexts when there is no substantial basis for group 

formation and when there is no inherent conflict among groups, it is likely that ideologically 

similar actors will support each other, to the detriment of ideologically dissimilar actors. This is 

because, in addition to the pursuit of a positive self-concept suggested by social identity theory, 

supporting ideologically similar actors is one of the key ways by which ideologically derived 

goals may be achieved (Simons & Ingram, 1997). Daniel (1989), for instance, recounts how 

capitalist printers in early twentieth century Palestine refused to print a socialist newspaper, 

which was eventually printed by a printing cooperative. Furthermore, a key impetus for 

subscribing to an ideology is the relational motive, which is defined as “the desire to affiliate and 

establish interpersonal relationships; a need for personal or social identification, solidarity with 

others, and shared reality” (Jost, Federico, & Napier, 2009: 309). This further suggests that an 

individual will likely support ideologically similar individuals because it fulfills a psychological 

need for solidarity. In evidence of this, Lee, Lee, and Nagarajan (2014) suggest that ideological 

similarity between a CEO and independent directors of a firm results in increased empathy and 

acceptance of each other, and as a result, the independent directors are likely to be lenient in their 
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monitoring role, which is then manifested in lower financial performance, increased internal 

agency conflicts, and a higher likelihood of misconduct at the focal organizations.   

Thus far we explained why ideologically similar actors will want to help each other. As a 

next step we have to discuss how this intent to help one another materializes under typical 

circumstances; this is important because ideologically similar individuals are likely to be 

dispersed in organizations that do not espouse an explicit ideology (e.g. corporations). How 

would ideologically similar individuals identify each other when they are located in different 

organizations? That may happen through an organization reaching a critical mass of 

ideologically similar members, through an organization’s ideology-revealing actions, or through 

an organization’s self-identification with an ideology, or a combination of the three. For 

example, several Silicon Valley firms may be perceived as liberal-leaning because there is a 

critical mass of ideologically similar individuals working in the Valley’s organizations (Nelson 

& National Journal, 2015). Similarly, extremely vocal policies of Starbucks give a sense of their 

ideology through visibly liberal firm behaviors (Johnson, 2017). Finally, social movement 

organizations, for example, will in fact explicitly self-identify with an ideology. These three 

mechanisms may enable individuals outside an organization to identify an organization’s 

ideology.  

The three mechanisms, however, may not be present in some organizations. In such 

cases, ideologically similar individuals are able to identify each other due to ideological 

homophily: ideologically similar individuals working in diverse organizations are likely to meet 

each other at social spaces outside their organizations, including at social clubs, universities, 

parties, etc. (Beyer, 1981; Mcpherson, Smith-Lovin, & Cook, 2001). DellaPosta, Shi, and Macy 

(2015), for example, argue and demonstrate how “liberals are likely to drink lattes together and 
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conservatives are likely to go bird hunting together”. These are settings where they get to know 

each other and form bonds and relationships. Consequently, relationships developed outside the 

workplace are likely to be brought into the workplace, which also explains how ideologically 

similar actors identify each other when they are at different organizations.     

The support that ideologically similar organizations provide to each other is contingent 

on two factors. First, the focal ideologically similar organizations ought to operate in separate 

resource niches to be able to enact ideological affinity; operating in the same niche may breed 

competition (Simons & Ingram, 2004), as shown for example in a study of Viennese newspapers 

in the early twentieth century (Barnett & Woywode, 2004). These scholars show that ideological 

similarity resulted in fierce competition over growth among ideologically similar newspapers. 

Second, organizations ought to have the power to affect one another’s fate in order to enact 

ideological affinity (Simons & Ingram, 2004). We argue that in reporting about corporations, 

news organizations fulfill both conditions. First, they operate in a separate resource niche than 

most corporations and second, they have the power to affect some of the key outcomes for these 

corporations. That is, by withholding negative reporting in general, and specifically news about 

fraudulent acts, news organizations are likely to enact ideological affinity in their coverage of 

deviant firms. Accordingly, we suggest that:  

Hypothesis 2:  News organizations report less negatively about those fraudulent firms 

with which the newspapers share a common ideology. 

The ideological affinity hypothesis is predicated on the sociological and psychological 

assumptions of in-group bias but does not consider the nature and content of the ideology. 

Building on recent political psychology literature, we argue that news media’s coverage of 
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deviant organization is likely to be further affected by the content of the focal news 

organization’s ideology. 

 Two points in the political psychology literature inform our ideological content 

hypothesis. First, each ideology has a unique anatomy consisting of a definitional core 

(Huntington, 1957; Jost et al., 2003). A given ideology therefore is recognizable in terms of its 

distinguishing content. Second, individuals subscribe to an ideology as result of the 

amalgamation of top-down and bottom-up processes. In the top-down process, economic and 

intellectual elites contest, negotiate, and shape the content of the focal ideologies in specific 

historical contexts (Huntington, 1957) and in everyday politics (Layman & Carsey, 2002) and 

then use mass media to present an ideological menu from which others have an option to pick an 

ideology that resonates with them (Sniderman & Bullock, 2004; Zaller, 1992). The bottom-up 

process, in turn, suggests that individuals’ choice of an ideology is partly a function of their 

deeply rooted psychological needs that drive epistemic, existential, and relational motivations 

(Jost, Ledgerwood, & Hardin, 2008). Ideological content therefore comes from elites and masses 

adopting a given ideology to the extent that their psychological needs are fulfilled by the content 

of the focal ideology (Jost et al., 2009). 

Our focus is on the two prevailing ideologies in contemporary United States, 

conservatism and liberalism. This is because fifty years of research demonstrate that the 

conservatism-liberalism dichotomy is the most analytically useful way to characterize ideology 

in the United States specifically and in the West in general (Chin et al., 2013; Jost et al., 2003). 

Right and left are alternative terms for conservatism and liberalism, and these terms are derived 

from supporters of the status-quo sitting on the right side and its challengers on the left side, of 

the French Assembly hall in the late eighteenth century. Likewise, prior literature juxtaposes 
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conservatism and liberalism to define the core aspects of the two ideologies. Specifically, two 

definitional cores were identified. The first core aspect of conservatism is resistance to change 

while that of liberalism is embracing change (Jost et al., 2003). While liberalism typically 

advocates social change, conservatism in contrast justifies, affirms, and promotes the established 

order (Huntington, 1957), because “for conservatives the historical survival of an institution or 

practice – be it marriage, monarchy, or the market – creates a prima facie case that it has served 

some need” (Muller, 2001: 2625). The second definitional core of conservatism is accepting 

inequality while that of liberalism is rejecting inequality (Robin, 2011). Because conservatism 

resists change to existing order and because these orders are hierarchical, conservatives view 

society as inevitably hierarchical, and thereby, inequality as an unavoidable by-product 

(Giddens, 1998; Jost et al., 2003).  

The political psychology literature suggests that the ideology individuals adhere to is an 

expression of their deeply rooted psychological needs. The key idea is that a matching process 

exists such that individuals adopt a certain ideology whose definitional cores match and satisfy 

their psychological needs and motives. Jost and colleagues (2009) identified nine basic needs: 

the need for cognition, the need to evaluate, the need for cognitive closure, denial of death 

anxiety, threat management, coping with emotional disgust, political socialization, social 

identification and group justification, and the need for shared reality (Jost et al., 2009). The 

extent to which an individual differs on these psychological needs will determine the individual’s 

likelihood of choosing an ideology. For instance, Jost et al. (2003) in their meta-analysis of 

psychological predictors of conservatism found that an individual’s need for order, structure, and 

closure significantly predicted the individual’s ideological commitment to conservatism. 

Similarly, Block and Block (2006) found in a longitudinal study that children’s personality 
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characteristics were meaningfully related to their ideological orientation twenty years later. 

Because individuals’ psychological needs explain a wide variety of attitudes, preferences, and 

behaviors (Sheldon, Elliot, Kim, & Kasser, 2001) and because ideology is an expression of these 

needs (Jost et al., 2003; 2009), ideological leanings of individuals can be linked to specific 

behavioral outcomes. Carney, Jost, Goslin, and Potter (2008), for instance, used multiple 

measurement techniques to conclude that conservatives’ need for order and structure is even 

manifested in the orderly and conventional décor style of their personal possessions, bedrooms, 

and offices.  

A growing number of studies in organizations literature have also shown that the 

underlying psychological tendencies that lead an actor to adhere to a certain ideology can be 

used to predict the actor’s decisions in the organizational context. For example, because 

liberalism advocates social change and rejects inequality, prior studies have found that liberal-

leaning firms are more likely than conservative firms to engage in CSR practices (Chin et al., 

2013; Gupta et al., 2017), to provide greater opportunities to female subordinates (Briscoe & 

Joshi, 2017; Carnahan & Greenwood, 2017), and to reward CEOs more modestly (Chin & 

Semadeni, 2017; Gupta & Wowak, 2016). Similarly, because conservatives prefer stability and 

are therefore less risk-taking, prior research suggests that conservative-leaning firms are less 

likely to engage in tax avoidance (Christensen et al., 2014) and are more likely to have lower 

corporate debt and a lower research and development budget (Hutton et al., 2014). Overall, the 

key theoretical insight of this body of literature is that the “content” of an ideology and the 

underlying psychological needs that it fulfills, influence organizational members’ decision-

making and as such affect key organizational outcomes.  
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Building on these ideas, we suggest that conservative news organizations are likely to 

report more negatively than liberal news organizations about deviant organizations. A 

definitional core of conservatism is the affirmation of existing institutions and order, and as such, 

deviance is likely to evoke strong negative reactions from conservatives. Prior research in this 

regard has found that conservatives are more willing to allocate funds to combat deviance 

(Christenson & Dillman, 1974), suspend procedural rights of those accused of deviance 

(Holland, 2013), support severe penalties for crime, i.e., being ‘tough on crime’ (Costelloe, 

Chiricos, Burianek, Gerz, & Maier-Katkin, 2002), and endorse capital punishment (Jacobs & 

Carmichael, 2002; 2004).  

Although popular accounts tend to attribute conservatives’ punitive attitudes to bigotry, 

the preceding discussion on ideology as an expression of psychological needs suggests a more 

nuanced explanation. Specifically, Jost et al. (2003) found in their meta-analysis that 

conservatives have a low need for cognition and a high need for cognitive closure. The need for 

cognition purports an individual’s tendency to engage in effortful cognitive activity (Cacioppo, 

Petty, Feinstein, & Jarvis, 1996), and the need for cognitive closure refers to an individual’s 

desire to make urgent and firm decisions in order to avoid prolonged uncertainty or ambiguity 

(Webster & Kruglanski, 1994). Low need for cognition and high need for cognitive closure 

imply that conservatives are likely to be attributionally less complex (Fletcher, Danilovics, 

Fernandez, Peterson, & Reeder, 1986), which refers to an individual being less aware of the role 

of situational factors in explaining human behavior, and their motivation to account for human 

behavior by using simple explanations (Fletcher et al., 1986). Because those low on attributional 

complexity are likely to attribute the action to the focal individual, and because such internal 

attributions increase punitive responses to crime (Carroll, 1979; Cullen, Clark, Cullen, & 
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Mathers, 1985; Pope & Meyer, 1999), there exists a strong causal relationship between low 

attributional complexity and punitive responses to deviance. Sargent (2004), for example, found 

that individuals who have a low need for cognition were more likely to support punitive 

measures to crime because they employed less complex causal attributions. Similarly, Tam, Au, 

and Leung (2008) also found that those low on attributional complexity and need for cognition 

were likely to be more inclined to support punitive actions and exhibit racism (also see Tam, 

Leung, & Chiu, 2008).25 We can therefore conclude that first, conservatives have a high need for 

cognitive closure and a low need for cognition suggesting that they have a low attributional 

complexity; and second, there is robust evidence for the positive relationships between low need 

for cognition and punitive inclinations and between attributional complexity and punitive 

inclinations. Taking the two together explains conservatives’ punitive attitudes towards deviance.  

In the context of organizational misconduct, prior literature recognizes that the free 

market is one of the key institutions whose sanctity conservatism stands to protect. Jost, Blount, 

Pfeffer, and Hunyady (2003), for example, found that individuals with conservative leanings 

were more likely than liberal-leaning individuals to endorse existing markets as more fair, 

ethical, and legitimate. Further, conservatives have a strong preference for shareholder corporate 

governance model – which suggests that the sole responsibility of the managers is to serve the 

interests of the shareholders – over a stakeholder model that takes into account the interests of a 

broad range of stakeholders (Tetlock, 2000). Because corporate fraud, the focal deviance under 

consideration in this study, is a taken-for-granted deviance that challenges the sanctity and 

                                                           
25 The results of this study point towards similar underlying psychological needs that may lead conservatives to 

show greater punitiveness as well as racism. Sometimes conservatives’ greater punitive attitudes are confounded 

with punitive attitudes towards racial minorities, however, the findings of Tam et al. (2008) suggest that while the 

root cause of the two maybe the same underlying psychological needs, the outcomes are distinct. Further, it is 

plausible that an interaction of racism and punitiveness may indeed result in even stronger punitive behaviors 

towards crimes by racial minorities  
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transparency of the market, and undermines the interests of the shareholders, and because 

conservatives have a tendency for greater punitive attitudes in general, conservative news 

organizations are likely to report more negatively about fraudulent organizations than the liberal 

or neutral news organizations would. Accordingly, we hypothesize: 

 Hypothesis 3: Conservative newspapers report more negatively than liberal or neutral 

newspapers about firms that are involved in fraud. 

 Combining the ideological affinity hypothesis and the ideological content hypothesis, we 

further hypothesize: 

Hypothesis 4. Conservative newspapers exhibit less ideological affinity with ideologically 

similar fraudulent firms than the liberal newspapers do.   

 

METHOD 

Sample 

Fraud sample. Prior research views organizational misconduct as a firm action that is 

judged as such by the firm’s stakeholders or by social control agents (Barnett, 2014; Greve et al., 

2010). A class action lawsuit refers to one or more stakeholders filing a complaint against a firm 

on behalf of a larger class of individuals who allegedly suffered economic injury because of the 

firm’s fraud (Lewis & Freeman, 2018). A court classifies a lawsuit as a class action lawsuit after 

a rigorous analysis of the credibility of the allegations (Choi, Nelson, & Pritchard, 2009; Lewis 

& Freeman, 2018). Because a class action lawsuit results from allegation of fraud by the 

stakeholders of a firm and because a social control agent, the court, certifies these allegations, we 

use a class action lawsuit as an indicator of fraud (Barnett, 2014; Dyck et al., 2010; Greve et al., 

2010). We accordingly build a sample of fraudulent firms by using the Securities Class Action 

Clearinghouse (SSCAC) collection of securities class action lawsuits filed under the provisions 
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of the Federal 1933/1934 Exchange Acts by investors who suffered economic injury as a result 

of focal firm’s alleged securities fraud. The SSCAC identified 1049 class action lawsuits from 

2006 through 2011. We excluded from our sample 101 lawsuits against privately traded firms 

and 149 lawsuits against publicly traded firms because financial data could not be obtained for 

these firms. We also dropped 125 lawsuits against publicly traded firms that were headquartered 

outside the US because they are not comparable with respect to getting coverage from US news 

organizations. Our fraud sample therefore consists of 674 lawsuits against publicly traded firms 

headquartered in the US. 

Control sample. We also constructed a control sample by pairing each firm in our fraud 

sample with an observationally equivalent firm that was not part of the fraud sample. A control 

sample is necessary to compare the newspaper coverage of firms involved in securities fraud vis-

à-vis those not involved in fraud (Dehejia and Wahba, 1999). Using matching samples for cross-

sectional data reduces endogeneity concerns, reduces the sensitivity of the subsequent regression 

analysis to the functional form assumptions, and allows making causal inferences (Singh and 

Agarwal, 2011). We employed coarsened exact matching (CEM) procedure to find a one-to-one 

match for each firm in the fraud sample (Iacus, King, and Porro, 2011). CEM is derived from 

monotonic imbalance bounding class of matching methods in which relevant variables from 

treated and non-treated samples are matched by coarsening the variables into groups, and it is 

widely used for making causal inferences from observational data (Bode, Singh, and Rogan, 

2015; Kim and King, 2014; Rogan and Sorenson, 2014; Singh and Agarwal, 2011).  

We matched on several predictors of fraud such that the likelihood of being involved in 

fraud was comparable between control sample firms and fraud sample firms (Icaus et al., 2011). 

Specifically, we coarsened the predictors of fraud - firm assets, firm sales, return on assets, 
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leverage ratio, capital expenditure to assets ratio, and acquisitions to assets ratio – into six 

equal buckets and carried out a match on all of these variables (Wang, 2011). We used six 

buckets to coarsen these variables so that we could obtain a control sample that is as identical as 

possible to our fraud sample. Further, we carried out an exact match on the 3-digit SIC industry 

code, the focal fraud year, and whether the focal firm’s securities are traded on a major stock 

exchange – NYSE/NASDAQ vis-à-vis other stock exchange. Utilizing the CEM method resulted 

in 537 matched pairs of firms. 137 firms for which a suitable control firm could not be found 

were dropped26. Table 1 reports the means of the relevant variables alongside the results of a 

formal t-test, and it shows that the firms in our fraud sample are observationally equivalent to 

those in the control sample. In the remainder of the paper, we use the term fraudulent firms for 

the firms in the fraud sample and the term non-fraudulent firms for the firms in the control 

sample. 

*** Insert Table 1 about here *** 

Dependent Variable 

The dependent variable is the negative news coverage of a firm. Following prior research, 

we use the extent of negative language employed in covering a firm to operationalize this 

variable (Bednar, 2012). We first used the Factiva database to collect articles from three 

mainstream U.S. newspapers, The New York Times, The Wall Street Journal, and The 

Washington Post, because these are among the most circulated and prestigious newspapers in the 

United States, and by extension, globally (King, 2011). We also chose one U.S. business 

monthly, Forbes, and one international business newspaper, The Financial Times, because these 

                                                           
26 The only reason for these firms being dropped is that there were no observationally equivalent firms available for 

matching. The lack of observationally equivalent firms is unlikely to be systematic, therefore, we are not extremely 

concerned that the dropping of these firms will bias our analysis.   
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outlets have a significant audience among the business community in the United States as well as 

internationally. Finally, we chose one local newspaper for each firm on the basis of the location 

of the firm’s headquarters. Although prior research focusing on news media coverage of firms 

has typically focused on the mainstream news outlets only (e.g. Bednar, 2012; Pollock & 

Rindova, 2003), we considered the local newspapers because their proximity to the firm enables 

them to provide a more nuanced perspective on the firm and because national newspapers are 

less likely to provide coverage to smaller firms spread across the country (McCarthy, McPhail, & 

Smith, 1996).27 See Appendix 1 for the list of local newspapers. Overall, we are confident that 

including such an array of news outlets will provide a more complete picture of a firm’s news 

media coverage (Vergne, 2011). 

 We collected news media coverage of each firm for two years with the date on which the 

fraud was revealed, as the middle point. In other words, we collected news coverage data for one 

year before the initial fraud disclosure date and for one year after the initial fraud disclosure date. 

We identified the initial fraud disclosure date by reading class action lawsuit complaints, which 

provide the specifics of an alleged fraud chronologically (Pritchard & Sale, 2005). The initial 

disclosure date for the firms in the control sample was the initial disclosure date of the fraudulent 

firms with which they matched. Further, we took two steps to accurately identify the news 

articles about a firm from the Factiva database. First, we created a list of commonly employed 

names for each firm and took into account any firm name changes, commonly used 

abbreviations, and known pseudonyms. Second, we used the Factiva’s free text search menu to 

ensure that the focal firm was indeed the main subject of an article. Specifically, we considered 

                                                           
27 We also collected data for trade journals for selected SIC3 industries, however, we do not include the analysis 

reported below because we were not able to find trade journals for a large proportion of the SIC3 industries on 

Factiva. The results are robust to this omission. 
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an article to contain meaningful content about a firm if the firm’s name appeared at least five 

times in the article.28 Articles under 50 words long were not included in the sample because they 

were less likely to have meaningful content (Bednar, 2012). Employing these search criteria 

resulted in a total of 13,715 articles about the firms in our fraud and control sample. 

We measured the extent of negative language employed in covering a firm by using 

Linguistic Inquiry Word Count (LIWC) software. LIWC is a computerized text analysis method 

that uses built-in dictionaries to sort words into psychological meaningful categories and has 

been psychometrically tested for internal reliability and external validity (Pennebaker, Booth, 

and Francis, 2007; Tausczik and Pennebaker, 2010). The LIWC output includes information on 

average positive and negative emotion category words in a given text, which is useful for 

assessing the tone of a given text (Bermiss, Zajac, & King, 2013). We created separate text files 

for each firm’s news coverage and recorded the negative LIWC scores for each firm. These 

scores are used as the dependent variable (Bednar, 2012).  

Independent Variables  

There are three independent variables of interest. The independent variable for our 

baseline hypothesis 1 is fraud. Fraud is equal to 1 if the focal firm is part of the fraud sample and 

0 if it is part of the control sample. The independent variables for hypotheses 2, 3, and 4 are firm 

ideology and newspaper ideology. We explain below the operationalization of the two variables.  

Firm ideology. A growing body of research on ideology has used political contributions 

data to operationalize ideology (Carnahan & Greenwood, 2017; Chin et al., 2013; Gupta & 

Wowak, 2016; Gupta et al., 2017). Political contributions are typically made to obtain influence 

                                                           
28 We found this search strategy to be the most appropriate one after experimenting with several search strategies at 

the initial stages of the data collection. This included using Factiva’s company search feature that is based on 

intelligent indexing and using different search strategies in the free text search menu (e.g. changing the restriction on 

the number of times a firm’s name should appear in the text).  
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and favors from politicians or to provide honest support to the ideologically aligned candidates 

(Burris, 2001). Prior research has demonstrated that firms make contributions through their 

political action committees to buy influence (Mizruchi, 1990). The political contributions by 

individuals, on the other hand, are ideologically motivated and are aimed at supporting the 

ideologically aligned candidates (Ansolabehere, De Figueiredo, & Snyder, 2003; Bonica, 2014). 

Political contributions by the members of a firm therefore reflect their personal ideologies, and 

the political parties to which the contributions are made reflect the members’ ideological 

leanings (Burris, 2001; Francia, Green, Herrnson, Powell, & Wilcox, 2005). Because ideology of 

a firm is a composite of its members’ ideology, we operationalize firm ideology as an 

aggregation of the political contributions by the firm members (Gupta et al., 2017). We collected 

data for political contributions from the Center for Responsible Politics.29 

We considered a firm as conservative-leaning if its members predominantly donated to 

Republican candidates, as liberal-leaning if its members predominantly donated to Democrat 

candidates, and as neutral if its members donated to both Democrats and Republicans or if they 

made political contributions to neither. In line with prior research, firms were considered liberal-

leaning or conservative-leaning if at least 70% of the aggregate contributions by the firm 

members in the three federal election cycles prior to the initial fraud disclosure date, were made 

to Democrats or Republicans respectively, and were considered neutral otherwise (Burris, 2001; 

Heerwig, 2018). In sum, we categorize the firms into three categories on the basis of their 

political contributions: liberal-leaning, conservative-leaning, and neutral firms. 

                                                           
29 Political contributions is a proxy for an organization’s ideology. It does not imply that newspapers would identify 

an organization’s ideology through the political contributions pattern of an organization. Newspapers are able to 

identify an organization’s ideology through several mechanisms proposed on page 17-18.   
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 Prior research has demonstrated that the measure based on the aggregate amount of 

contributions is similar to alternative ways of operationalizing firm ideology. For instance, Gupta 

et al. (2017) and Chin et al. (2013), in addition to using the aggregate contributions measure, also 

measured ideology in terms of number of donations to a specific political party, number of 

unique employee donors to a specific political party, and number of unique donation recipients 

of a specific party. These authors concluded that all four measures had a high degree of 

convergence (Cronbach alpha = 0.96), had similar means and standard deviations, and variance 

explained by a single measure was 90 percent (Chin et al., 2013; Gupta et al., 2017; also see 

Heerwig, 2018). We are therefore confident that our aggregate contributions measure reflects 

firm ideology. 

Newspaper Ideology. To operationalize the ideology of the newspapers, we relied on two 

sources. We first used each newspaper’s endorsement of a presidential candidate as a measure of 

the newspaper’s ideology (Benediktsson, 2010). Specifically, newspapers were considered as 

conservative-leaning if they consistently endorsed a Republican presidential candidate and as 

liberal-leaning if they consistently endorsed a Democratic presidential candidate in the 2004 and 

2008 presidential elections. Consistently endorsing a presidential candidate from a political party 

is an overt statement of a newspaper’s ideological leanings. Two factors, however, limit this 

operationalization strategy. First, a small number of newspapers do not consistently endorse 

presidential candidates of the same party. Second, several newspapers such as USA Today, and 

The Orange County Register have an editorial policy of not endorsing presidential candidates. 

The two factors do not necessarily imply that these newspapers have no ideological leanings; we 

call such newspapers non-endorsing newspapers. 
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To identify the ideological leanings of the non-endorsing newspapers, we relied on our 

second source, Media Bias/Fact Check (MBFC) website. MBFC is an independent website that 

indexes news media outlets in terms of their ideological leanings by taking into account the 

match between their headlines and the stories, checking credibility of the sources, checking the 

veracity of the facts provided in the stories, and the newspapers’ political leaning as well as the 

extremity of the leaning. For the newspapers that do consistently endorse presidential candidates, 

we first cross-referred our presidential endorsement measure with the MBFC index. We found a 

high-consistency between the two sources.30 The alignment of MBFC and presidential 

endorsement measure, on the one hand, confirmed the presidential endorsement measure, and on 

the other hand, suggested the suitability of MBFC index for identifying the ideology of the non-

endorsing newspapers. Accordingly, we used MBFC ideological leaning index to classify non-

endorsing newspapers as liberal, conservative, or neutral. Finally, a few non-endorsing 

newspapers were not covered by MBFC. Because these newspapers had neither endorsed a 

presidential candidate nor endorse the presidential candidate of one party consistently, we 

categorized them as neutral. In sum, we categorized newspapers into three categories: 

conservative, liberal, and neutral. See Appendix 1 for the detailed list of these newspapers, 

including the data from the two sources.  

Control Variables  

We used several control variables that are likely to affect the negative news coverage of a 

firm. First, we controlled for the volume of news coverage a firm received by taking a natural log 

of the word count of the news content about the focal firm (Bednar, 2012). The word count data 

came from the LIWC output. Second, we controlled for firm size because large firms are covered 

                                                           
30 We dropped eight local newspapers for which there was a contradiction in ideology between presidential 

endorsement measure and MBFC measure.  
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more positively in the news media (Lamin & Zaheer, 2012; Zavyalova et al., 2012). Firm size is 

measured as the natural log of total assets of the firm. Third, the financial health of a firm is 

likely to influence the nature of news coverage a firm receives, therefore, we included firm 

performance and leverage as control variables (Bednar, 2012). Firm performance is 

operationalized as net income divided by total assets, and leverage is total debt divided by total 

assets. Fourth, corporate activity at a firm is also likely to affect the news coverage of a firm. 

Accordingly, we controlled for acquisitions to assets ratio and capital expenditure to assets ratio. 

These financial variables were lagged by one year and the data came from Standard and Poor’s 

COMPUSTAT database. Finally, we included dummies for the two-digit SIC industry codes, for 

the state in which the corporate headquarters of the sampled firms are located, for the focal year, 

and for the focal newspaper. Table 2 reports descriptive statistics and correlations. 

*** Insert Table 2 about here *** 

Regression Analysis 

 We use difference-in-difference (DID) approach to test our hypotheses. The DID is a 

quasi-experimental technique that estimates the change in the outcome variable before and after 

a treatment for the treatment group relative to the change in the outcome variable in the same 

periods for the control group (Abadie, 2005). The DID approach is useful because it reduces 

biases that may arise from unobserved differences between treatment and control group and from 

changes in the outcome variable due to factors other than the treatment variable. It therefore 

allows for estimating a causal effect of the treatment by comparing the effects of treatment 

before and after the treatment across the matched treated and control firms (Lechner, 2011; 

Lenox, 2006; Pahnke, Katila, & Eisenhardt, 2015; Song, Tucker, & Murrell, 2015). In this study, 

the treatment under consideration is fraud, the treatment group comprises of the firms in the 
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fraud sample, and the control group comprises of the firms in the control sample. To test our 

hypotheses, we estimated: 

yijt = β0 + β1 fraudij + β2 yeart1 + β3 fraudij * yeart1 + controlijt + εijt 

where yijt is the firm i’s negative LIWC scores for the coverage in newspaper j in year t, fraudij is 

equal to one if the focal firm is part of the fraud sample and zero otherwise, yeart1 is equal to one 

for focal year after the initial fraud disclosure date and zero if it is before the initial fraud 

disclosure date, controlijt is the list of control variables, and εijt is the random unobserved error 

term. Further, β0 is the constant term, β1 estimates treatment specific effect, β2 estimates time 

trends common to the treatment and control groups, and β3 is the effect of the treatment for the 

treated. Β3 therefore is the coefficient of interest for testing our hypotheses as it shows the effect 

of fraud on negative news coverage for the fraudulent firms.  

 An advantage of using matching such as CEM to create a control sample is that it reduces 

the effect of the regression model’s specific functional form assumptions on the results. Our data 

consist of a panel of observations on firm-newspaper-year observations and our dependent 

variable is a continuous variable. We therefore used the generalized least square (GLS) random 

effects model with robust standard errors for our analyses. We chose random effects model 

because a random effects model allows for the inclusion of time-invariant variables in the 

analysis and allows for generalizable inferences beyond the sample used (Green, 2008).  

RESULTS 

 Table 3 and Table 4 present regression estimates to test the hypotheses. Model 1 is a 

baseline model and includes the control variables only. It shows that newspapers generally report 

less negatively about liberal firms and about firms that are performing well and report more 

negatively about large firms. Model 2 tests our baseline hypothesis, which suggested that 
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newspapers report more negatively about fraudulent firms than about non-fraudulent firms. As 

explained earlier, Β3, the coefficient of the interaction between the fraud dummy and the year 

dummy is the difference in difference (DID) estimator capturing the extent to which fraudulent 

firms are covered more negatively than non-fraudulent firms because of their fraud. Accordingly, 

Model 2 includes the fraud dummy, the year dummy, and the interaction term between the two 

variables. It shows that the coefficient for the fraud dummy is insignificant, suggesting that the 

extent of negative news in the pre-fraud period (when year equals zero) for the fraudulent firms 

is not significantly different from the non-fraudulent firms. This endorses the effectiveness of our 

CEM matching procedure in creating a comparable set of control firms. Further, the coefficient 

for the year dummy is statistically insignificant too. It suggests that there is no significant 

difference in the extent of negative news between the period before and the period after the fraud 

year for non-fraudulent firms (when fraud equals zero). The coefficient of the interaction 

between the two variables, the DID estimator, is positive and statistically significant ( = 0.058; 

p < 0.001). It supports our baseline hypothesis 1 as it shows that as a result of their fraud, 

fraudulent firms do get more negative coverage than non-fraudulent firms.  

*** Insert Tables 3 and 4 about here *** 

 We now turn to our main hypotheses suggesting the effect of firm and newspaper 

ideology on this baseline relationship. To test hypothesis 2, we first created a binary variable, 

ideological match, which is equal to 1 if the focal firm’s ideology is same as the focal 

newspaper’s ideology and is 0 otherwise. We then divided the sample into two parts, of which 

one part contains only those observations for which the ideological match variable is equal to 1 

and the other part contains the observations for which ideological match equals 0. The splitting 

of the sample on the basis of ideological match allows for examining the DID estimator for the 
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firms that share a common ideology with the newspapers and for the firms that do not. It 

therefore enables us to test hypothesis 2 which suggests that newspapers report less negatively 

about those fraudulent firms with which the newspapers share a common ideology.31 Model 3(a) 

reports the results for the subsample when ideological match equals 0 and Model 3(b) reports the 

results for the subsample when ideological match equals 1. The difference in difference estimator 

is positive and statistically significant for both subsamples, however, the magnitude of the 

estimator is larger when ideological match equals 1 ( = 0.086; p < 0.01) than when ideological 

match equals 0 ( = 0.053; p < 0.001). Contrary to hypothesis 2, it suggests that newspapers are 

likely to report more negatively about fraudulent firms with which the newspaper shares a 

common ideology. We therefore conclude that hypothesis 2 is not supported.  

We next test hypothesis 3, which suggests that conservative newspapers report more 

negatively about fraudulent firms than liberal or neutral newspapers do. To test this hypothesis, 

we divided the sample into three parts in accordance with the ideology of the newspapers. Model 

4(a), Model 4(b), and Model 4(c) report results for the observations when the focal newspaper is 

conservative, liberal, and neutral respectively. The DID estimator is positive and statistically 

significant for the conservative newspaper subsample ( = 0.086; p < 0.001) as well as for the 

liberal newspaper subsample ( = 0.044; p < 0.01). Further, the DID estimator for the neutral 

newspapers subsample is statistically insignificant, suggesting that neutral newspapers do not 

report more negatively about fraudulent firms because of their fraud. Even though both 

conservative and liberal newspapers report more negatively about fraudulent firms, the 

                                                           
31 Hypothesis 2 can be alternatively tested by a triple interaction between fraud, year, and ideological match 

variables, however, we chose not to use this alternative because of the ambiguities in interpreting three-way 

interactions. The strategy of splitting the sample allows for comparing the strength of the effect across different 

groups, thus, enabling us to neatly test our hypotheses (see Chang & Shim, 2015; De Loeker, 2007; Girma & Gorg, 

2007). The results nevertheless are robust to the choice of testing strategy.  
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magnitude of this effect for the conservative newspapers subsample is twice as large as the one 

for the liberal newspaper subsample, thus providing support for hypothesis 3.  

 Finally, Table 4 presents the results for hypothesis 4, which suggests that conservative 

newspapers exhibit less ideological affinity with ideologically similar fraudulent firms compared 

to liberal newspapers. To test this hypothesis, we divided the sample into four subsamples based 

on the firm and newspaper ideology: conservative newspapers and conservative firms, 

conservative newspapers and non-conservative firms, liberal newspapers and liberal firms, and 

liberal newspapers and non-liberal firms. Model 5(a), 5(b), 5(c), and 5(d) report the results for 

these subsamples respectively. The DID estimator is positive and statistically significant for the 

conservative newspapers and conservative firms subsample (Model 5(a):  = 0.149; p < 0.01) as 

well as for the conservative newspapers and non-conservative firms subsample (Model 5(b):  = 

0.067; p < 0.01). The magnitude of the DID estimator is larger for conservative firms than for the 

non-conservative firms, which suggests that conservative newspapers do not report less 

negatively about ideologically similar fraudulent firms. Conservative newspapers in fact, report 

more negatively about ideologically similar fraudulent firms than about ideologically dissimilar 

fraudulent firms. The conservative newspapers therefore do not exhibit ideological affinity with 

conservative firms that commit fraud. On the other hand, the DID estimator is statistically 

insignificant for the liberal newspapers and liberal firms subsample (Model 5(c):  = 0.003; p > 

0.1) but is positive and statistically significant for the liberal newspapers and non-liberal firms 

subsample (Model 5(d):  = 0.046; p < 0.01). This suggests that the liberal newspapers do not 

report more negatively about liberal fraudulent firms but do report more negatively about non-

liberal fraudulent firms. Liberal newspapers therefore do exhibit ideological affinity with 
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ideologically similar fraudulent firms. Overall, hypothesis 4 is strongly supported because 

conservative newspapers do not exhibit ideological affinity while liberal newspapers do so. 

*** Insert Table 4 about here *** 

Robustness Checks 

 We carried out additional analyses to test the robustness of our results. First, we used an 

alternative measure of negative news content by operationalizing the dependent variable in terms 

of the number of news reports that mention the focal firm’s corporate fraud. To do so, we 

followed prior research to create a list of words related to corporate fraud (e.g. Carberry & King, 

2011; Sullivan, Haunschild, & Page, 2007) and used Factiva’s free text search menu to search for 

articles mentioning a firm and one of the words related to fraud in the same article. Panel A of 

Table 5 presents DID estimates for all the hypotheses using this alternative measure of negative 

news and it suggests that these DID estimates are similar to the ones reported in the primary 

analysis with one exception. A surprising finding in the primary analysis was the statistical non-

significance of the DID estimator for neutral newspapers (Hypothesis 3). Using this alternative 

measure of negative reporting, we find that the DID estimator for neutral newspapers is positive 

and statistically significant ( = 0.353; p < 0.001). This suggests that neutral newspapers do 

report about the fraud of the fraudulent firms, but do not incorporate negative emotion in the 

overall coverage of the fraudulent firms.  

*** Insert Table 5 about here *** 

Second, prior research also measures the nature of news coverage in terms of the tenor of 

the news coverage. Following prior research, tenor is operationalized by subtracting the LIWC 

negative emotion category scores from the LIWC positive emotion category scores (Bermiss, 

Zajac, and King, 2013). Panel B of Table 5 presents DID estimates using tenor as the dependent 
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variable and it corroborates the findings of the main analysis. Similar results using three different 

dependent variables indicate that the findings are robust. 

 Third, we considered a firm to be conservative and liberal if it contributed at least 70 

percent of the aggregate amount of contributions to Republicans and Democrats respectively. We 

tested the robustness of the results to the choice of the minimum percentage of contributions. 

Panels C and D of Table 5 reports the DID estimators for each hypothesis using different cut-off 

points – 65 percent and 75 percent respectively – for a firm to be considered conservative, 

liberal, or neutral.  The results are consistent with the ones in our main analysis. We also carried 

out these additional analyses using the two alternative measures of the dependent variable and 

found similar results (not reported). Overall, we are confident about the robustness of our 

findings.  

DISCUSSION AND CONCLUSION 

 We argue in this study that ideology affects social outcomes through two underlying 

mechanisms – ideological affinity and ideological content – and that the effect of ideological 

affinity is contingent on ideological content. Using news media coverage of fraudulent firms as 

our empirical case, the ideological affinity hypothesis suggested that news organizations report 

less negatively about those fraudulent firms with which the news organizations share a common 

ideology, and the ideological content hypothesis suggested that conservative news organizations 

report more negatively than liberal or neutral organizations about the fraudulent firms. Further, 

combining the ideological affinity and ideological content hypotheses suggested that 

conservative news organizations exhibit less ideological affinity with the fraudulent firms than 

the liberal news organizations do. Our results support the ideological content hypothesis but not 

the ideological affinity hypothesis. Specifically, we found that conservative news organizations 
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report substantially more negatively than liberal or neutral news organizations do about 

fraudulent firms. Further, liberal news organizations did exhibit ideological affinity towards 

ideologically similar liberal-leaning firms, however, conservative news organization did not 

exhibit ideological affinity towards conservative-leaning firms, which supports the key insight of 

the study that the effect of ideological affinity is contingent on content of the focal ideology.  

 Our study extends ideology and news media literature in several ways. The effect of 

ideology in social contexts is a common observation and prior research has documented robust 

evidence for such an effect, however, the mechanisms through which ideological bias comes into 

play are under-theorized. We separate the two mechanisms that drive the effect of ideology. 

First, social outcomes may be influenced by actors exhibiting affinity to ideologically similar 

others. This is because ideology is a salient basis of group formation in society, and as such, 

ideologically similar actors may evaluate each other favorably in order to pursue a positive self-

conception (Tajfel & Turner, 1979), to fulfil psychological need for solidarity (Jost et al., 2009), 

and to achieve ideologically derived goals (Simons & Ingram, 1997). Second, social actors may 

evaluate others through the lens of their own focal ideology, ignoring alternative interpretations 

of the same stimuli. This is because ideology is an expression of individuals’ deeply rooted 

psychological needs to view the world in ways suggested by the core content of the focal 

ideology (Jost et al., 2003; 2009). Separating the two mechanisms is important because what we 

observe is a combined effect of the two mechanisms, however, the socio-psychological processes 

leading to the bias for the two mechanisms are distinct and their effects may not necessarily 

coincide. 

 News media coverage of fraudulent firms, our empirical case, captures the importance of 

this distinction. The evidence for news media bias is overwhelmingly persistent (Gentzkow & 
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Shapiro, 2006; 2010; Kahn & Kenney, 2002; Ladd & Lenz, 2009), however, what drives this 

bias? Do news organizations report in favor of ideologically similar actors in order to exhibit 

ideological affinity? The key insight of our study is that ideological affinity may not necessarily 

be at work when we observe news organizations reporting in favor of ideologically similar 

actors, instead, it may simply be an act of allegiance to the content of the focal ideology. This is 

because when we observe ideological affinity in news reporting, it is likely that the focal actor 

acted in accordance with the focal ideology, and the focal newspaper (sharing the ideology with 

the actor being reported on) reports it favorably because it appreciates the ideologically 

compliant action and not the ideologically similar actor. Our empirical case allowed us to 

demonstrate the power of ideological content in shaping the effect of ideology as evidenced by 

conservative news organizations not showing ideological affinity to ideologically similar 

fraudulent firms because these firms’ actions challenged an ideological core of conservatism – to 

protect the sanctity of the existing order, in this case, the sanctity of markets. Our study, in other 

words, challenges the prevailing assumption that news media are biased in favor of ideological 

similar actors – ideological affinity – and brings nuance to the conversation on news media bias 

by demonstrating that ideological affinity is contingent on ideological content and that what we 

observe as ideological affinity may simply be driven by ideological content.  

 Although our study illustrates the power of ideological content over ideological affinity 

through our theoretical arguments as well as in our empirical case, the empirical results need to 

be replicated in different settings where the ideology of the actors being reported on is clearer 

than it is in the case of corporations. Corporations are not formed and run to explicitly pursue 

ideological goals and in our theory section we have highlighted several contingencies that may 

not allow news reporters and editors to appropriately identify the ideology of these corporations, 
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and as such, the mechanisms driving ideological affinity may not even come into play. Even 

though the exhibition of ideological affinity by liberal news organizations suggests that news 

organizations were indeed able to identify the ideologically similar liberal firms, a stronger test 

of our theory would be in contexts where the ideologies of the focal actors are explicit and need 

not be inferred. A ripe context for testing our theory, for instance, is the news coverage of 

political and social movement organizations that pursue explicit ideological goals and their 

ideologies are easily identifiable. Despite this scope condition, we are pleased that our theory and 

empirics allowed us to identify the nuance in manifestation of ideology: the effect of ideology is 

a function of both ideological affinity and ideological content, and that effect of ideological 

affinity is contingent on the content of the ideology.  
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FIGURE 1: Degree to which different types of Organization are infused with Ideology 



 
 

102 
 

TABLE 1: Summarized Results of the t-test for the Fraud Sample and the Control Sample 

 Fraud sample Control sample   

Variable Mean S.D Mean S.D 

t-

statistic 

        

Assets (ln) 6.989 0.102 6.832 0.104 -1.078 

Sales (ln) 6.246 0.102 6.152 0.103 -0.649 

Return on Assets -0.124 0.091 -0.016 0.026 1.146 

Leverage ratio 0.186 0.015 0.184 0.010 -0.126 

Acquisitions to assets ratio 0.031 0.004 0.031 0.004 -0.010 

Capital Expenditure - Assets ratio 0.044 0.003 0.040 0.002 -1.153 

The number of observations for each sample is 537 

† p<0.10, ** p<0.05, *** p<0.01;  
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TABLE 2: Descriptive statistics and correlations 

  Variable Mean S.D. 1 2 3 4 5 6 7 8 9 10 

1 Negative emotion 0.27 0.55 1          
2 Fraud articles 0.26 2.28 0.22 1         
3 Tenor 0.29 0.66 0.40 0.09 1        
4 Fraud 0.50 0.50 0.10 0.06 0.06 1       
5 Period 0.50 0.50 0.04 0.11 -0.02 0.00 1      
6 Firm conservatism 0.16 0.37 0.13 0.02 0.07 0.01 0.00 1     
7 Firm Liberalism 0.12 0.33 0.02 -0.01 0.06 -0.05 0.00 -0.16 1    
8 Firm neutrality 0.67 0.47 -0.15 0.00 -0.12 0.03 0.00 -0.62 -0.54 1   
9 Newspaper conservatism 0.38 0.49 0.03 0.01 0.05 0.00 0.00 -0.01 0.00 0.01 1  

10 Newspaper liberalism 0.43 0.49 0.00 0.01 0.00 0.00 0.00 0.00 -0.01 0.00 -0.68 1 

11 Newspaper neutrality 0.19 0.39 -0.04 -0.02 -0.06 0.00 0.00 0.01 0.01 -0.01 -0.38 -0.42 

12 Word count (ln) 2.02 3.51 0.85 0.25 0.72 0.10 0.01 0.13 0.05 -0.18 0.04 0.02 

13 Capital exp. to assets 0.04 0.06 -0.02 -0.03 0.02 0.03 -0.01 0.06 -0.06 -0.02 0.01 -0.01 

14 Firm performance -0.11 1.67 0.03 0.01 0.03 -0.05 -0.01 0.03 0.02 -0.05 -0.01 0.00 

15 Acquisitions to assets 0.03 0.10 -0.02 -0.01 0.00 -0.01 -0.02 0.02 -0.01 -0.01 0.00 0.00 

16 Leverage 0.19 0.28 0.04 0.01 0.04 0.01 0.01 0.03 0.00 -0.04 0.01 -0.01 

17 Firm size 6.89 2.32 0.42 0.18 0.27 0.03 0.03 0.27 0.06 -0.32 0.00 -0.01 

 

  Variable 11 12 13 14 15 16 17 

11 Newspaper neutrality 1       
12 Word count (ln) -0.08 1      
13 Capital exp. to assets 0.00 0.01 1     
14 Firm performance 0.00 0.03 0.03 1    
15 Acquisitions to assets 0.00 -0.01 -0.07 0.02 1   
16 Leverage 0.00 0.05 0.07 -0.06 0.07 1  
17 Firm size 0.01 0.44 0.00 0.15 0.02 0.12 1 

Correlations of |0.025| or greater are significant at p < .01.  
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TABLE 3: Generalized Least Squares Random Effects Models with Negative Emotion in the News Content 

as the Dependent Variable 

  Model 1 Model 2 Model 3a Model 3b Model 4a Model 4b Model 4c 

    

Full 

sample 

Ideological 

match = 0  

Ideological 

match = 1  

Conservative 

newspapers 

Liberal 

newspap

ers 

Neutral 

newspap

ers 

  

  
Hypothesis 1       Hypothesis 2 Hypothesis 3 

Constant 0.382* 0.378* 0.355†  0.210 0.326 0.358 0.496† 

 (0.19) (0.19) (0.19) (0.34) (0.24) (0.30) (0.30) 

Firm ideology (Reference: Neutral) 

 

     

Conservatism 0.008 0.008 0.014  0.011 0.003 0.010 

 (0.01) (0.01) (0.01)  (0.02) (0.02) (0.02) 

Liberalism -0.033** -0.032** -0.023†  -0.010a -0.028 -0.036* -0.028 

 (0.01) (0.01) (0.01) (0.12) (0.02) (0.01) (0.02) 

Newspaper ideology (Reference: Neutral)     

Conservatism 0.005 0.006 0.018     

 (0.04) (0.04) (0.04)     
Liberalism -0.028 -0.026 -0.029      

(0.04) (0.04) (0.04)     

Word count (ln) 0.130*** 0.129*** 0.130*** 0.122*** 0.129*** 0.126*** 0.15*** 

 (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) 

Capital exp. to assets -0.19*** -0.19*** -0.155** -0.279 -0.207* -0.131* -0.22†  

 (0.05) (0.05) (0.05) (0.23) (0.10) (0.07) (0.12) 

Firm performance -0.002** -0.002† -0.001* -0.181** -0.001 -0.001 -0.002 

 (0.00) (0.00) (0.00) (0.06) (0.00) (0.00) (0.00) 

Acquisitions to assets -0.046 -0.036 -0.042 -0.038 -0.049 -0.029 -0.011 

 (0.03) (0.03) (0.03) (0.15) (0.06) (0.04) (0.07) 

Leverage 0.009 0.008 0.009 -0.052 -0.015 0.027†  0.019 

 (0.01) (0.01) (0.01) (0.07) (0.01) (0.01) (0.03) 

Firm size 0.011*** 0.011*** 0.009*** 0.036** 0.008* 0.009** 0.01*** 

 (0.00) (0.00) (0.00) (0.01) (0.00) (0.00) (0.00) 

Year  0.007 0.008 -0.001 -0.004 0.013 0.017 

  (0.01) (0.01) (0.02) (0.01) (0.01) (0.01) 

Fraud  -0.008 -0.010 0.011 -0.015 -0.006 0.002 

  (0.01) (0.01) (0.03) (0.01) (0.01) (0.02) 

Fraud x Year  0.058*** 0.053*** 0.086** 0.080*** 0.044** 0.037 

  (0.01) (0.01) (0.03) (0.02) (0.01) (0.02) 

        

Observations 10471 10471 9307 1164 4003 4505 1963 

State dummies Yes Yes Yes Yes Yes Yes Yes 

Newspaper dummies Yes Yes Yes Yes Yes Yes Yes 

Industry dummies Yes Yes Yes Yes Yes Yes Yes 

Year dummies Yes Yes Yes Yes Yes Yes Yes 

Robust standard errors are in parentheses. † p<0.10, * p<0.05, ** p<0.01, *** p<0.001 

Note a: The reference category for firm ideology variable is conservatism in Model 3b.  
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TABLE 4: Generalized Least Squares Random Effects Models with Negative Emotion in the News 

Content as the Dependent Variable 

  Model 5a Model 5b Model 5c Model 5d 

  

 

Conservative 

newspapers: 

ideological match 

= 1 

Conservative 

newspapers: 

ideological match 

= 0 

Liberal 

newspapers: 

ideological 

match = 1 

Liberal 

newspapers: 

ideological 

match = 0 

  Hypothesis 4 

Constant -0.766† 0.210 -0.335 0.327 

 (0.40) (0.21) (0.31) (0.30) 

Firm ideology (Reference: Neutral) 
 

  

Conservatism    0.001 

    (0.02) 

Liberalism  -0.018   

  (0.02)   

Word count (ln) 0.133*** 0.128*** 0.113*** 0.128*** 

 (0.01) (0.00) (0.01) (0.00) 

Capital expenditure to assets -0.348 -0.175† -0.767 -0.077 

 (0.30) (0.10) (0.59) (0.06) 

Firm performance -0.369* -0.001 -0.057 -0.001 

 (0.17) (0.00) (0.06) (0.00) 

Acquisitions to assets -0.124 -0.059 0.168 -0.027 

 (0.22) (0.06) (0.19) (0.04) 

Leverage -0.115† -0.004 0.155 0.018 

 (0.07) (0.01) (0.12) (0.02) 

Firm size 0.055*** 0.003 0.008 0.008* 

 (0.02) (0.00) (0.01) (0.00) 

Year -0.018 -0.003 0.025 0.015 

 (0.03) (0.01) (0.03) (0.01) 

Fraud -0.059 -0.014 0.049 -0.010 

 (0.04) (0.01) (0.04) (0.01) 

Fraud x Year 0.149** 0.067*** 0.003 0.046** 

 (0.05) (0.02) (0.05) (0.02) 

Observations 10471 10471 9307 1164 

State dummies Yes Yes Yes Yes 

Newspaper dummies Yes Yes Yes Yes 

Industry dummies Yes Yes Yes Yes 

Year dummies Yes Yes Yes Yes 
Robust standard errors are in parentheses. † p<0.10, * p<0.05, ** p<0.01, *** p<0.001 
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TABLE 5: Robustness Checks 

   
Full 

sample 

Ideological 

match = 0  

Ideological 

match = 1  

Conservative 

newspapers 

Liberal 

newspapers 

Neutral 

newspapers 

Conservative 

newspapers: 

ideological 

match = 1 

Conservative 

newspapers: 

ideological 

match = 0 

Liberal 

newspapers: 

ideological 

match = 1 

Liberal 

newspapers: 

ideological 

match = 0 

   
Hypothesis 
1 Hypothesis 2 Hypothesis 3 Hypothesis 4 

Panel A: 
Dependent 

variable is 

number of 

fraud 

articles 

Year 0.212*** 0.229*** 0.120* 0.175** 0.290** 0.092* 0.192* 0.178** 0.101* 0.344** 

  (0.05) (0.06) (0.05) (0.06) (0.11) (0.05) (0.08) (0.07) (0.04) (0.13) 

Fraud -0.033 -0.019 0.023 -0.073 -0.023 0.040 -0.045 -0.050 0.097 -0.002 

  (0.03) (0.04) (0.06) (0.05) (0.05) (0.06) (0.20) (0.07) (0.10) (0.07) 

Interaction 0.566*** 0.534*** 0.740*** 0.708*** 0.527*** 0.353*** 1.028** 0.625*** 0.264† 0.533** 

  (0.09) (0.09) (0.22) (0.14) (0.15) (0.10) (0.38) (0.15) (0.14) (0.17) 

                      

Panel B: 

Dependent 

variable is 

tenor of 

the news 

content 

Year 0.009 0.005 0.037 0.039* -0.005 -0.022 0.066 0.038* 0.002 -0.010 

  (0.01) (0.01) (0.03) (0.02) (0.01) (0.02) (0.05) (0.02) (0.05) (0.02) 

Fraud 0.028* 0.026* 0.042 0.054** 0.031†  -0.037 0.116† 0.052* 0.008 0.035†  

  (0.01) (0.01) (0.04) (0.02) (0.02) (0.02) (0.06) (0.02) (0.07) (0.02) 

Interaction -0.09*** -0.083*** -0.100†  -0.146*** -0.063** -0.019 -0.169* -0.143*** -0.007 -0.065** 

  (0.02) (0.02) (0.06) (0.03) (0.02) (0.03) (0.08) (0.03) (0.08) (0.02) 

                      

Panel C: 
Firm 

Ideology 

cut-off 

point is 

65% 

Year 0.007 0.007 0.006 -0.004 0.013 0.017 -0.005 -0.006 0.019 0.015 

  (0.01) (0.01) (0.02) (0.01) (0.01) (0.01) (0.03) (0.01) (0.03) (0.01) 

Fraud -0.007 -0.008 0.007 -0.015 -0.006 0.003 -0.050 -0.015 0.050 -0.009 

  (0.01) (0.01) (0.03) (0.01) (0.01) (0.02) (0.04) (0.01) (0.04) (0.01) 

Interaction 0.057*** 0.053*** 0.081** 0.080*** 0.043** 0.037 0.144*** 0.068*** 0.005 0.046** 

  (0.01) (0.01) (0.03) (0.02) (0.01) (0.02) (0.04) (0.02) (0.04) (0.02) 

                      

Panel D: 
Firm 

Ideology 

cut-off 

point is 

75% 

Year 0.007 0.008 -0.003 -0.004 0.013 0.017 -0.027 -0.002 0.029 0.014 

  (0.01) (0.01) (0.02) (0.01) (0.01) (0.01) (0.03) (0.01) (0.03) (0.01) 

Fraud -0.008 -0.010 0.011 -0.015 -0.006 0.002 -0.081†  -0.013 0.056 -0.011 

  (0.01) (0.01) (0.03) (0.01) (0.01) (0.02) (0.05) (0.01) (0.04) (0.01) 

Interaction 0.06*** 0.053*** 0.094** 0.080*** 0.044** 0.037 0.175*** 0.065*** 0.000 0.046** 

  (0.01) (0.01) (0.04) (0.02) (0.01) (0.02) (0.05) (0.02) (0.05) (0.02) 
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APPENDIX 1: List of Newspapers and their Ideology    

Geography County Newspaper MBFC Endorsement  Ideology 

National    The New York Times Left-center Obama and Kerry Liberal 

National    The Washington Post Left-center Obama and Kerry Liberal 

National   The Wall Street Journal Right-center None Conservative 

International   Financial Times Least Bias NA Neutral 

International   Forbes Right-center NA Conservative 

Alabama 
Jefferson NA NA NA Neutral 

Madison NA NA NA Neutral 

Arkansas 

Sebastian Arkansas Business  NA NA Neutral 

Washington Arkansas Business  NA NA Neutral 

Pulaski Arkansas Business  NA NA Neutral 

Faulkner Arkansas Business  NA NA Neutral 

Garland Arkansas Business  NA NA Neutral 

Arizona 
Maricopa The Arizona Daily Star Left-center Obama and Kerry Liberal 

Pima The Arizona Daily Star Left-center Obama and Kerry Liberal 

California 

Santa Cruz East Bay Times Left-center Obama and Kerry Liberal 

Riverside 

The Orange County 

Register Right-center None Conservative 

Orange 

The Orange County 

Register Right-center None Conservative 

Contra Costa East Bay Times Left-center Obama and Kerry Liberal 

Los Angeles 

Los Angeles Daily 

News Right-center Obama and Kerry Clash 

Santa Clara East Bay Times Left-center Obama and Kerry Liberal 

San Diego 

The Orange County 

Register Right-center None Conservative 

Alameda East Bay Times Left-center Obama and Kerry Liberal 

Ventura Ventura County Star NA NA Neutral 

San Mateo East Bay Times Left-center Obama and Kerry Liberal 

San 

Francisco Press Democrat NA Obama and Kerry Liberal 

Santa 

Barbara Ventura County Star NA NA Neutral 

Marin Press Democrat NA Obama and Kerry Liberal 

San 

Bernardino 

The Orange County 

Register Right-center None Conservative 

Colorado 

Denver The Pueblo Chieftain  NA McCain and Bush Conservative 

Boulder Daily Camera  NA Obama and Kerry Liberal 

Arapahoe 

Greeley Tribune/ Daily 

Camera  NA NA Neutral 

Larimer Greeley Tribune  NA NA Neutral 

Weld Greeley Tribune  NA NA Neutral 
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APPENDIX 1: List of Newspapers and their Ideology    

Geography County Newspaper MBFC Endorsement  Ideology 

El Paso The Gazette  Right-center NA Conservative 

Broomfield 

Greeley Tribune/ Daily 

Camera  NA NA Neutral 

Douglas The Gazette  Right-center None Conservative 

Jefferson Daily Camera  NA Obama and Kerry Liberal 

Adams 

Greeley Tribune/ Daily 

Camera  NA NA Neutral 

Connecticut 

Fairfield Connecticut Post NA McCain and Bush Conservative 

Hartford Hartford Courant Left-center Obama and Bush Clash 

New Haven New Haven Register NA Obama and Bush Neutral 
District of 

Columbia 

District of 

Columbia The Washington Post Left-center Obama and Kerry Liberal 

Delaware New Castle NA NA NA Neutral 

Florida 

Broward The Palm Beach Post NA Obama and Kerry Liberal 

Palm Beach The Palm Beach Post NA Obama and Kerry Liberal 

Pinellas Tampa Bay Times Left-center Obama and Kerry Liberal 

Sarasota Sarasota Herald-Tribune NA Obama and Kerry Liberal 

Duval 

The Florida Times-

Union Right-center No and Bush Conservative 

Orange 

Daytona Beach News-

Journal NA Obama and Kerry Liberal 

Brevard 

Daytona Beach News-

Journal NA Obama and Kerry Liberal 

Lee Tampa Bay Times Left-center Obama and Kerry Liberal 

Manatee Sarasota Herald-Tribune NA Obama and Kerry Liberal 

Hillsborough Tampa Bay Times Left-center Obama and Kerry Liberal 

Collier The Palm Beach Post NA Obama and Kerry Liberal 

Indian River 

Treasure Coast 

Newspapers NA NA Neutral 

Miami-Dade The Palm Beach Post NA Obama and Kerry Liberal 

Georgia 

Fulton 

The Atlanta Journal - 

Constitution Left-center Obama and Kerry Liberal 

Gwinnett 

The Atlanta Journal - 

Constitution Left-center Obama and Kerry Liberal 

Dougherty 

The Atlanta Journal - 

Constitution Left-center Obama and Kerry Liberal 

Muscogee 

The Atlanta Journal - 

Constitution Left-center Obama and Kerry Liberal 

Hawaii Honolulu NA NA NA Neutral 

Iowa Polk The Gazette  Right-center McCain and Bush Conservative 

Idaho Ada The Times-News  NA McCain and Bush Conservative 

Illinois Cook Chicago Daily Herald Right-center Obama and Kerry Clash 
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APPENDIX 1: List of Newspapers and their Ideology    

Geography County Newspaper MBFC Endorsement  Ideology 

Lake Chicago Daily Herald Right-center Obama and Kerry Clash 

DuPage Chicago Daily Herald Right-center Obama and Kerry Clash 

Will Chicago Daily Herald Right-center Obama and Kerry Clash 

Madison 

The News-Gazette 

Champaign Right-center McCain and Bush Conservative 

Indiana 

Marion The Evansville Courier NA NA Neutral 

Tippecanoe South Bend Tribune NA NA Neutral 

Elkhart South Bend Tribune NA NA Neutral 

Kosciusko South Bend Tribune NA NA Neutral 

Howard South Bend Tribune NA NA Neutral 

Allen South Bend Tribune NA NA Neutral 

Hamilton South Bend Tribune NA NA Neutral 

Kansas 
Johnson Topeka Capital Journal  Right-center No Conservative 

Wyandotte Topeka Capital Journal Right-center No Conservative 

Kentucky 

Franklin Messenger-Inquirer  NA NA Neutral 

Jefferson Messenger-Inquirer  NA NA Neutral 

Fayette Messenger-Inquirer  NA NA Neutral 

Louisiana 

East Baton 

Rouge 

New Orleans 

CityBusiness NA NA Neutral 
Saint 

Tammany 

New Orleans 

CityBusiness NA NA Neutral 

Orleans 

New Orleans 

CityBusiness NA NA Neutral 

Lafayette 

New Orleans 

CityBusiness NA NA Neutral 

Rapides 

New Orleans 

CityBusiness NA NA Neutral 

Calcasieu 

New Orleans 

CityBusiness NA NA Neutral 

Massachusetts 

Suffolk The Boston Globe Left-center Obama and Kerry Liberal 

Middlesex The Boston Globe Left-center Obama and Kerry Liberal 

Norfolk The Boston Globe Left-center Obama and Kerry Liberal 

Essex The Boston Globe Left-center Obama and Kerry Liberal 

Hampden 

Worchester Telegram & 

Gazette NA Obama and Kerry Liberal 

Worcester 

Worchester Telegram & 

Gazette NA Obama and Kerry Liberal 

Plymouth The Boston Globe Left-center Obama and Kerry Liberal 

Maryland 

Carroll The Capital  NA NA Neutral 

Harford The Capital  NA NA Neutral 
Baltimore 

(city) The Capital  NA NA Neutral 
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APPENDIX 1: List of Newspapers and their Ideology    

Geography County Newspaper MBFC Endorsement  Ideology 

Montgomery The Capital  NA NA Neutral 

Howard The Capital  NA NA Neutral 
Prince 

George's The Capital  NA NA Neutral 

Baltimore The Capital  NA NA Neutral 

Maine Cumberland Portland Press Herald Left-center Obama and Kerry Liberal 

Michigan 

Wayne The Detroit News Right-center McCain and no Conservative 

Washtenaw The Detroit News Right-center McCain and no Conservative 

Oakland The Detroit News Right-center McCain and no Conservative 

Kalamazoo The Detroit News Right-center McCain and no Conservative 

Ionia The Detroit News Right-center McCain and no Conservative 

Minnesota 

Hennepin Star-Tribune  Left-center Obama and Kerry Liberal 

McLeod Star-Tribune  Left-center Obama and Kerry Liberal 

Ramsey Star-Tribune  Left-center Obama and Kerry Liberal 

Blue Earth Star-Tribune  Left-center Obama and Kerry Liberal 

Missouri 

Saint Louis St. Louis Post-Dispatch Left-center Obama and Kerry Liberal 

Independent 

city St. Louis Post-Dispatch Left-center Obama and Kerry Liberal 

Jackson St. Louis Post-Dispatch Left-center Obama and Kerry Liberal 

St. Louis St. Louis Post-Dispatch Left-center Obama and Kerry Liberal 

Mississippi 
Harrison 

Northeast Mississippi 

Daily Journal  NA None Neutral 

Lee 

Northeast Mississippi 

Daily Journal  NA None Neutral 

North 

Carolina 

Franklin The Herald-Sun  NA Obama and No Liberal 

Iredell 

The Fayetteville 

Observer  NA NA Neutral 

Caldwell The Herald-Sun  NA Obama and No Liberal 

Wake The Herald-Sun  NA Obama and No Liberal 

Forsyth Star-News  NA Obama and Kerry Liberal 

Mecklenburg 

The Fayetteville 

Observer  NA NA Neutral 

Durham The Herald-Sun  NA Obama and No Liberal 

Catawba Star-News  NA Obama and Kerry Liberal 

Nebraska 

Buffalo NA NA NA Neutral 

Madison NA NA NA Neutral 

Douglas NA NA NA Neutral 

New 

Hampshire 

Hillsborough The Record  Least Bias Obama and Kerry Liberal 

Rockingham The Record  Least Bias Obama and Kerry Liberal 

New Jersey Somerset The Record  Least Bias Obama and Kerry Liberal 
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APPENDIX 1: List of Newspapers and their Ideology    

Geography County Newspaper MBFC Endorsement  Ideology 

Middlesex The Record  Least Bias Obama and Kerry Liberal 

Mercer The Record  Least Bias Obama and Kerry Liberal 

Passaic The Record  Least Bias Obama and Kerry Liberal 

Monmouth The Record  Least Bias Obama and Kerry Liberal 

Union The Record  Least Bias Obama and Kerry Liberal 

Bergen The Record  Least Bias Obama and Kerry Liberal 

Hudson The Record  Least Bias Obama and Kerry Liberal 

Essex The Record  Least Bias Obama and Kerry Liberal 

Camden The Record  Least Bias Obama and Kerry Liberal 

Morris The Record  Least Bias Obama and Kerry Liberal 

Burlington The Record  Least Bias Obama and Kerry Liberal 

Nevada Clark 

Las Vegas Review 

Journal Right-center McCain and Bush Conservative 

Washoe Las Vegas Sun NA Obama and Kerry Liberal 

New York 

Suffolk New York Post Right-center McCain and Bush Conservative 

Nassau New York Post Right-center McCain and Bush Conservative 

New York New York Post Right-center McCain and Bush Conservative 

Westchester New York Post Right-center McCain and Bush Conservative 

Rockland New York Daily News Left-center Obama and Bush Clash 

Queens New York Post Right-center McCain and Bush Conservative 

Chemung Buffalo News  Left-center Obama and Kerry Liberal 

Onondaga Buffalo News  Left-center Obama and Kerry Liberal 

Albany New York Daily News Left-center Obama and Bush Clash 

Orange New York Post Right-center McCain and Bush Conservative 

Putnam New York Post Right-center McCain and Bush Conservative 

Ohio 

Cuyahoga The Blade  Right-center Obama and Kerry Clash 

Tuscarawas The Blade  Right-center Obama and Kerry Clash 

Lake The Blade  Right-center Obama and Kerry Clash 

Hamilton Dayton Daily News  NA Obama and Kerry Liberal 

Franklin Dayton Daily News  NA Obama and Kerry Liberal 

Summit The Blade  NA Obama and Kerry Liberal 

Warren Dayton Daily News  NA Obama and Kerry Liberal 

Erie The Blade  NA Obama and Kerry Liberal 

Oklahoma 

Tulsa Tulsa World Right-center McCain and Bush Conservative 

Oklahoma The Daily Oklahoman  Right-center McCain and Bush Conservative 

Payne The Daily Oklahoman  Right-center McCain and Bush Conservative 

Oregon 
Multnomah The Oregonian Right-center Obama and Kerry Clash 

Washington The Oregonian Right-center Obama and Kerry Clash 
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APPENDIX 1: List of Newspapers and their Ideology    

Geography County Newspaper MBFC Endorsement  Ideology 

Clackamas The Columbian  NA NA Neutral 

Jackson Mail Tribune  NA Obama and Kerry Liberal 

Pennsylvania 

Bucks 

The Philadelphia 

Inquirer Left-center Obama and Kerry Liberal 

Chester 

The Philadelphia 

Inquirer Left-center Obama and Kerry Liberal 

Montgomery 

The Philadelphia 

Inquirer Left-center Obama and Kerry Liberal 

Butler Pittsburgh Post-Gazette  Left-center Obama and Kerry Liberal 

Cumberland 

The Philadelphia 

Inquirer Left-center Obama and Kerry Liberal 

Delaware 

The Philadelphia 

Inquirer Left-center Obama and Kerry Liberal 

Erie Pittsburgh Post-Gazette  Left-center Obama and Kerry Liberal 

Allegheny Pittsburgh Post-Gazette  Left-center Obama and Kerry Liberal 

Lancaster 

 

Lancaster New Era NA  McCain and no Conservative 

Philadelphia 

The Philadelphia 

Inquirer Left-center Obama and Kerry Liberal 

Berks 

The Philadelphia 

Inquirer Left-center Obama and Kerry Liberal 

Indiana Pittsburgh Post-Gazette  Left-center Obama and Kerry Liberal 

Puerto Rico NA NA NA NA Neutral 

Rhode Island Providence Providence Journal  Left-center Obama and Bush Clash 

South 

Carolina 

Richland Herald-Journal  NA Obama and Bush Neutral 

Greenville Herald-Journal  NA Obama and Bush Neutral 

Darlington Herald-Journal  NA Obama and Bush Neutral 

Dorchester Herald-Journal  NA Obama and Bush Neutral 

South Dakota 
Brookings NA NA NA Neutral 

Minnehaha NA NA NA Neutral 

Tennessee 

Hamilton 

The Knoxville News 

Sentinel  NA McCain and Bush Conservative 

Williamson The Commercial Appeal  NA Obama and Kerry Liberal 

Davidson The Commercial Appeal  NA Obama and Kerry Liberal 

Shelby The Commercial Appeal  NA Obama and Kerry Liberal 

Greene 

The Knoxville News 

Sentinel  NA McCain and Bush Conservative 

Knox 

The Knoxville News 

Sentinel  NA McCain and Bush Conservative 

Sumner The Commercial Appeal  NA Obama and Kerry Liberal 

Texas 
Montgomery 

Austin American-

Statesman  Left-center Obama and Bush Clash 
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Geography County Newspaper MBFC Endorsement  Ideology 

Harris 

Austin American-

Statesman  Left-center Obama and Bush Clash 

Williamson 

Austin American-

Statesman  Left-center Obama and Bush Clash 

Dallas 

Austin American-

Statesman  Left-center Obama and Bush Clash 

Travis 

Austin American-

Statesman  Left-center Obama and Bush Clash 

Tarrant 

Austin American-

Statesman  Left-center Obama and Bush Clash 

Collin 

Austin American-

Statesman  Left-center Obama and Bush Clash 

Bexar 

Austin American-

Statesman  Left-center Obama and Bush Clash 

Fort Bend 

Austin American-

Statesman  Left-center Obama and Bush Clash 

Nueces 

Austin American-

Statesman  Left-center Obama and Bush Clash 

Midland Abilene Reporter-News  NA None Neutral 

McLennan 

Austin American-

Statesman  Left-center Obama and Bush Clash 

El Paso Abilene Reporter-News  NA None Neutral 

Utah 
Utah Deseret Morning News Right-center None Conservative 

Salt Lake The Salt Lake Tribune Left-center Obama and Bush Clash 

Virginia 

Roanoke 

(city) 

Richmond Times-

Dispatch  Right-center McCain and Bush Conservative 

Arlington The Virginian-Pilot  Left-center No and Kerry Liberal 

Fairfax The Virginian-Pilot  Left-center No and Kerry Liberal 

Richmond 

(city) 

Richmond Times-

Dispatch  Right-center McCain and Bush Conservative 

Waynesboro 

(city) 

Richmond Times-

Dispatch  Right-center McCain and Bush Conservative 

Fairfax (city) The Virginian-Pilot Left-center No and Kerry Liberal 

Portsmouth 

(city) The Virginian-Pilot Left-center No and Kerry Liberal 

Falls Church 

(city) The Virginian-Pilot Left-center No and Kerry Liberal 

Vermont 
Washington NA NA NA Neutral 

Rutland NA NA NA Neutral 

Washington 

King Kitsap Sun  NA Obama and Kerry Liberal 

Spokane The Spokesman-Review  Right-center McCain and Bush Conservative 

Snohomish Kitsap Sun  NA Obama and Kerry Liberal 

Kitsap Kitsap Sun  NA Obama and Kerry Liberal 

Clark The Columbian  NA Obama and Bush Neutral 



 
 

114 
 

APPENDIX 1: List of Newspapers and their Ideology    

Geography County Newspaper MBFC Endorsement  Ideology 

Thurston Kitsap Sun  NA Obama and Kerry Liberal 

Winconsin 

Eau Claire 

The Capital Times & 

Wisconsin State Journal NA Obama and Kerry Liberal 

Winnebago 

The Capital Times & 

Wisconsin State Journal NA Obama and Kerry Liberal 

Milwaukee 

The Capital Times & 

Wisconsin State Journal NA Obama and Kerry Liberal 

Manitowoc 

The Capital Times & 

Wisconsin State Journal NA Obama and Kerry Liberal 

Brown 

The Capital Times & 

Wisconsin State Journal NA Obama and Kerry Liberal 

Marathon 

The Capital Times & 

Wisconsin State Journal NA Obama and Kerry Liberal 

Wood 

The Capital Times & 

Wisconsin State Journal NA Obama and Kerry Liberal 

West Virginia 
Putnam Charleston Gazette Left-center Obama and Kerry Liberal 

Jefferson Charleston Gazette Left-center Obama and Kerry Liberal 
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CHAPTER 3 

 

 On scandal and stigma: Explicating the role of ideology in event-

stigmatization of organizations  
 

ABSTRACT 

 Prior research suggests that negative events such as organizational scandals can result in 

event-stigma for the focal organization. This study focuses on how event-stigma is manifested 

during a scandal, how the objective characteristics of the focal misconduct such as its severity 

and controllability contribute to event-stigmatization, and how the heterogeneity among 

newspapers affects the dynamics of event-stigmatization. Using an inductive, multiple-case 

research design, this study suggests that event-stigma is primarily driven by the negative 

characterization of an organization based on the ideology of the newspapers. The objective 

characteristics of misconduct do not drive event-stigmatization, instead, these characteristics are 

used as auxiliary arguments to stigmatize (destigmatize) the organization when the focal 

organization has negative (positive or neutral) characterization based on the focal newspaper’s 

ideology. Overall, the study highlights the ideological nature of event-stigmatization during 

scandals.  
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Organizational stigma is “a label that evokes a collective stakeholder group-specific 

perception that an organization possesses a fundamental deep-seated flaw that deindividuates and 

discredits the organization” (Devers, Dewett, Mishina, & Belsito, 2009: 157). Organizational 

stigma can arise from an organization’s core activities and products (e.g. men’s bathhouses and 

tobacco industry) or from a negative organizational event (e.g. corporate scandals and industrial 

accidents) (Hudson, 2008). While prior research has focused on the antecedents, processes, and 

consequences of organizations’ core-stigmatization (e.g. Hudson & Okhuysen, 2009; Vergne, 

2012; Helms & Patterson, 2014), it has paid little attention to the stigmatization of organizations 

because of negative events. Negative events such as bankruptcy, corporate fraud, scandals, 

industrial accidents, among others, are quite common and the event-stigmatization of the focal 

organization is a natural outcome of these negative events. We however know very little about 

event-stigmatization in general, and more specifically, why some organizations are stigmatized 

more and others less during a negative event. To fill these gaps, this study focuses on event-

stigmatization of organizations. 

The negative event under investigation in this study is organizational scandal. Scandal is 

commonly defined as the disruptive publicity of an organization’s misconduct (Adut, 2005; 

2008; Dewan & Jensen, 2019). Scandals are important because they are a magnified version of 

typical organizational misconducts: whereas typical organizational misconduct is a complex, 

convoluted, and often an occurrence which is limited to the involved parties, scandal is that 

organizational misconduct that becomes part of the public discourse. As such, scandals provide a 

fertile ground for stigmatization of the focal organization as well as the associated third parties 

(Adut, 2005; 2008). It is therefore especially surprising that prior research has not sought to 

understand event-stigmatization of organizations during scandals.   
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Because organizational stigma is a stakeholder group-specific perception (Devers et al., 

2009; Bruyaka, Phillippe, & Castaner, 2018), it is important to focus on stigmatization by a a 

specific stakeholder group. I focus on newspapers as the stakeholder group that may stigmatize 

the focal organization during its scandal. Newspapers is an important stakeholder group because 

newspapers serve as informal social control agents that have the capacity to reach and influence 

a wide-ranging audience and that have legitimacy to stigmatize organizations for their 

misbehavior (Adut, 2005; 2008; Greve, Palmer, & Pozner, 2010). That is, stigmatization by 

newspapers is an important phenomenon it itself, which prior research has paid scant attention to 

(see for an exception, Roulet, 2015) and this study aims to fill this gap too. 

This study is organized around three research questions. First, how are organizations 

event-stigmatized? Although prior research theorizes how stigmatization of organizations may 

take place (Devers et al., 2009; Hudson, 2008), we know very little about how stigmatization is 

empirically manifested during a negative event, especially stigmatization by newspapers during a 

scandal. In other words, my interest is in measuring event-stigma. Second, what is the role of the 

antecedents of event-stigma that the theoretical literature proposes? Prior research builds on the 

theory about stigmatization of individuals (Jones, Farina, Hastorf, Markus, Miller, & Scott, 1984; 

Link & Phelan, 2001) to propose first, the severity of organizational misconduct and second, its 

controllability as the key antecedents of stigmatization of organizations (Devers et al., 2009). 

Severity of misconduct is the extent of peril caused by the focal misconduct and controllability 

of misconduct is the extent to which the focal organization could have prevented the occurrence 

of misconduct. This study aims to understand the extent to which these factors play a part in 

generating event-stigma. Third, how do the characteristics of the newspapers affect the extent to 

which the newspapers stigmatize an organization? Although prior research acknowledges the 
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importance of organizational stakeholders’ heterogeneity in social evaluations of organizations 

generally (Bitektine, 2011), and in the stigmatization of organizations specifically (Mishina & 

Devers, 2012), we know very little about how heterogeneity within a stakeholder group affects 

stigmatization of organizations. I aim to understand how the heterogeneity of newspapers affects 

event-stigmatization during a scandal. Specifically, the ideology of the newspapers emerged in 

this study as a prominent distinguishing characteristic.  

The scant theory and empirics on event-stigmatization during negative events, especially 

regarding stigmatization by newspapers during a scandal, led to an inductive, multiple-case study 

research design (Eisenhardt, 1989, Eisenhardt & Graebner, 2007; Yin, 1994). I found that 

newspapers write stigmatizing articles, destigmatizing articles, and neutral articles about the 

organization during its scandal. Stigmatizing articles evoke devaluing labels (e.g. WorldCon for 

WorldCom, Sleeping Toyota Time Bomb for Toyota Motors) and negative accounts about the 

organization. These negative labels and accounts point to the misbehavior of the organization 

and characterize it as a caricature of its unique identity that existed prior to the scandal. 

Destigmatizing articles explicitly counter the negative labels and accounts about the organization 

by responding to the arguments presented in the stigmatizing articles and reiterating the focal 

organization’s unique identity. Neutral articles do not stigmatize or destigmatize if the scandal is 

mentioned, and if the scandal is not mentioned, then they focus on the organization’s typical 

activities, and therefore, maintain the organization’s unique identity intact. Using the data from 

these articles and the newspapers writing these articles, I develop four complementary measures 

of event-stigma, which led to several conclusions about measuring event-stigma, and hence, the 

nature of event-stigma. The key conclusion is that, unlike the binary nature of core-stigma 
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(Hudson, 2008), event-stigma is a continuous construct that is the result of a competition 

between stigmatizing and non-stigmatizing newspapers.  

I also found that the newspapers use severity and controllability of misconduct as 

arguments or justifications to stigmatize an organization. Severity and controllability of 

misconduct however do not primarily determine event-stigma, instead, it is the negative 

ideological characterization of an organization that does so. Negative ideological 

characterization refers to a particular negative characteristic that is assigned to an organization 

based on the assertions of the focal ideology. For instance, large corporations in the US are 

assigned negative characterization by liberal ideology because of the liberal assertions about the 

role of large corporations in generating inequality in society. Similarly, conservatives in the US 

assign negative characterization to those corporations that have an association with the 

government because of the conservative beliefs that a corporation’s association with the 

government pollutes free-market operations and outcomes.  

Newspapers are more likely to stigmatize those organizations that have a negative 

characterization (prior to the scandal) based on the focal newspaper’s ideology. Conversely, 

newspapers are more likely to destigmatize or write neutral articles about those organizations 

that have a positive or neutral characterization based on the focal newspaper’s ideology. Such 

stigmatization and destigmatization take place notwithstanding the severity and controllability of 

misconduct. In fact, the severity and controllability are used as auxiliary arguments to stigmatize 

(destigmatize) the organization when the organization has negative (neutral or positive) 

characterization based on the focal newspaper’s ideology. This study’s key conclusion is that 

newspapers stigmatize an organization during a scandal in order to protect or advance their 

respective ideologies and not because of the objective characteristics of the misconduct. 
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METHOD 

I study event-stigmatization during scandals through an inductive, multiple-case research 

design (Eisenhardt, 1989; Miles & Huberman, 1984; Yin, 1994). A case study is an in-depth 

description of a specific occurrence of a phenomenon (Eisenhardt & Graebner, 2007). The key 

feature of the inductive, multiple-case research design for theory building is the replication logic. 

Specifically, multiple cases are examined as a series of experiments, whereby each case serves as 

a distinct experiment that confirms, disconfirms, or extends the theoretical insights generated by 

other cases. Accordingly, using a multiple-case research design likely results in a more robust 

theory than the single-case research design (Santos & Eisenhardt, 2009).  

Sample 

The cases in the multiple-case research design are not chosen through random sampling, 

but by employing theoretical sampling (Eisenhardt & Graebner, 2007; Yin, 1994). Theoretical 

sampling is the selection of cases based on their suitability to generate new insights, to confirm 

or disconfirm the insights from other cases, and to enrich the mechanisms driving the focal 

relationships. Theoretical sampling is therefore appropriate for this study because the purpose of 

the study is to develop theory rather than test it.  

 The context of the study is corporate scandals in the United States. I first chose the four 

largest scandals that took place in the automotive industry in the past two decades: the 

Ford/Firestone tire failures scandal in 2000, the Toyota Motor unintended acceleration scandal 

in 2010, the General Motors faulty ignition switch scandal in 2014, and the Volkswagen 

emissions scandal in 2015. Each of these scandals entailed massive vehicle recalls and attracted a 

significant amount of media attention. The high intensity of these scandals made them an 
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appropriate choice for the initial inquiry because extreme cases are likely to generate richer 

theoretical insight (Siggelkow, 2007).  

The key insight from the analyses of these four scandals was that the stigmatization of the 

focal organizations is driven not by the severity or controllability aspects of the misconduct 

primarily, but by the ideology of the newspapers and the ideological characterization of the focal 

organizations. To substantiate this emerging theory, I added two cases related to financial 

misconduct: the WorldCom earnings restatement scandal in 2002 and the Fannie Mae earnings 

restatement scandal in 2004. While the first four cases were the four largest scandals in the same 

industry in different time periods, I chose Fannie Mae and WorldCom scandals because these 

two scandals entailed misconduct of comparable size and controllability. Also, the two 

misconducts are of the same type and were proximate time wise. The key difference between the 

two scandals is that Fannie Mae and WorldCom had different ideological characterization in the 

eyes of newspapers of different ideologies, which made their inclusion useful for substantiating 

the emergent theory about the role of ideology in event-stigmatization. By choosing these two 

additional cases therefore, I controlled for the factors that the emergent theory suggested 

mattered less for event-stigmatization (size and controllability) and sought variation in the factor 

that the emergent theory suggested contributed primarily to event-stigmatization (ideological 

characterization of the focal organization). Accordingly, the choice of the two additional cases is 

based on their utility to confirm or disconfirm the emerging theory based on the first four cases. 

Overall, the sample includes six cases involving seven firms (Ford/Firestone scandal is treated as 

a single scandal because the focal misconduct was the same, however, the two organizations’ 

stigmatization differed so I treat them as separate organizations in the sample). 
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The attractive feature of this sample is that it resulted in three cases with high 

severity/controllability of misconduct and three with low severity/controllability of misconduct – 

severity and controllability being the key antecedents of organizational stigma proposed in the 

prior literature (Devers et al., 2009). The sample also entails a variation in the ideological 

characterization of the focal organizations – ideological characterization being the key factor 

driving stigmatization that emerged from the analyses of this study. Table 1 provides a brief 

description of each scandal.  

*** Insert Table 1 about here *** 

Data Collection and Sources 

 I collected data from multiple sources to create measures of the four key constructs: 

event-stigma, the severity of the misconduct, the controllability of the misconduct, and ideology 

of the newspapers. First, I captured data on event-stigma through opinion articles about each 

scandal in the US newspapers. Capturing event-stigmatization through opinion articles rather 

than through news articles is appropriate for the purpose of this study. This is because 

newspapers employ different frames to report the news about a given misconduct (Clemente & 

Gabbionetta, 2017). It means that newspapers report news in a way that “promote[s] a particular 

problem definition, causal interpretation, moral evaluation, and/or treatment recommendation” 

(Entman, 1993: 52). In other words, newspapers indirectly stigmatize an organization in their 

news reports by using varying frames. In comparison, the advantage of focusing on opinion 

pieces is that the author of the opinion article takes a clear and explicit position on the focal issue 

(Roulet, 2015), which exempts the researcher from reading between the lines and makes the 

coding process for these articles more precise. The opinion pieces are also important because the 

author (typically an influential figure), and by extension the newspaper, writes about the scandal 
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to influence public opinion about the scandal and about the involved organization. Rivera (2018: 

12) in this regard asserts, “In a 24/7 news environment, many readers already know what 

happened; opinion pieces help them decide how to think about it”. In summary, opinion pieces 

are a powerful tool for newspapers to stigmatize an organization during a scandal. 

 A potential limitation of using opinion articles to capture event-stigma is that newspapers 

publish a significantly smaller number of opinion articles than news articles, therefore, this 

approach overlooks a considerable amount of newspaper content. It is however not a significant 

limitation for the purpose of this study. The aim of the study is to develop a theory about why 

organizations are stigmatized during a scandal. This requires an in-depth analysis of the content 

of the newspapers, which is more appropriately facilitated by the unambiguous, explicit opinions 

of the newspapers about the focal organizations. If the purpose of the study was to test a theory, 

then a more complete sample of the newspaper content would have been necessary and focusing 

only on opinion articles a significant limitation. Overall, focusing intensively on a smaller 

amount of unambiguous newspaper content likely has greater explanatory power than that of 

larger but ambiguous newspaper content (Eisenhardt, 1989; Hoffman & Ocasio, 2001).  

 I used the free text search feature in the Factiva Database to download all the opinion 

articles about each scandal in all the US newspapers available on the Factiva Database. Because 

the unit of analysis within each case was the opinion article about the focal organization, it was 

important to capture only those articles that focused on the focal organization as the primary 

subject. I experimented with several search strategies at the initial stages of the data collection 

that included using Factiva’s company search intelligent indexing feature and using different 

search strategies in the free text search menu (e.g. changing the restriction on the number of 

times a firm’s name should appear in the text). After several iterations, I considered an article to 
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be about the focal organization if the organization’s name appeared at least five times in the 

article. I downloaded all the articles about the seven organizations involved in six scandals, 

which resulted in a total of 1,374 opinion articles. I read all the articles and excluded the 

irrelevant articles. Irrelevant articles were those articles that were not about the focal 

organization (e.g. the search strategy for Ford Motor resulted in several articles about former US 

President Gerald Ford) or were incorrectly categorized by the Factiva’s intelligent indexing as 

opinion articles. This final step resulted in a total of 648 articles about the seven organizations, 

which were used for the analyses.  

 Second, the severity of the misconduct is a multidimensional construct. I therefore took 

into account different dimensions of the severity of misconduct: fines levied by, or settlement 

amount with the relevant federal agencies, whether there were criminal proceedings against the 

focal actors, whether the CEO resigned or was fired due to the scandal, the restatement amount 

for financial misconducts, the number of deaths attributed to the vehicle safety misconducts, and 

finally, the number of vehicles recalled by the automotive organizations. The data for fines and 

settlements came from the Good Jobs First Database, while all the other data for severity of 

misconduct came from newspaper reports. I triangulated the data from newspaper reports by 

confirming the data from several different newspapers (Earl, Martin, McCarthy, & Soule, 

2004).32 

Third, controllability of the misconduct was incorporated into the sample selection. The 

three vehicle safety scandals (Ford/Firestone, Toyota Motor, and General Motors) were passive 

misconducts, that is, the top management of the focal organizations was accused by some 

                                                           
32 Despite the triangulation efforts, the exact figure for some variables could not be reached. This demonstrates the 

complexity and ambiguity inherent in misconduct. This however does not affect the conclusion of the study  because 

the differences in the severity of the misconduct of organizations in the sample are clarified later by explicating 

qualitative differences in the extent of peril.  
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newspapers of ignoring the safety hazards in their vehicles, potentially contributing to the deaths 

and injuries. There was however no consensus among the newspapers about the allegation that 

top management knew about these safety hazards, which reflected the disagreement among other 

stakeholders as well. Notwithstanding whether top management deliberately ignored the safety 

hazards, the extent of controllability for these three passive misconducts is ‘qualitatively’ 

different from the extent of controllability for the three active misconducts of Volkswagen, 

WorldCom, and Fannie Mae. The latter three organizations actively orchestrated their respective 

misconducts. Accordingly, there was no question over the controllability in these active 

misconducts, while there was considerable doubt about controllability in the three passive 

misconducts involving Ford/Firestone, Toyota Motor, and General Motors.  

Finally, the ideology of the newspaper was captured through the ‘endorsement of 

presidential candidates’ measure (Benediktsson, 2010) that was complemented by data from 

Media Bias/Fact Check (MBFC) website (Dewan & Simons, 2019). Specifically, newspapers 

were considered as conservative-leaning if they consistently endorsed a Republican presidential 

candidate and as liberal-leaning if they consistently endorsed a Democratic presidential 

candidate. Although consistently endorsing a presidential candidate from a political party is an 

overt statement of a newspaper’s ideological leanings, two factors limit the endorsement measure 

of newspaper ideology. First, a small number of newspapers do not consistently endorse 

presidential candidates of the same party, and second, some newspapers have an editorial policy 

not to endorse any presidential candidate. To deal with this limitation of the endorsement 

measure, I used the data from the MBFC website. MBFC is an independent website that indexes 

the newspapers by their ideological biases. Several newspapers that did not endorse at all or did 

not endorse consistently were identified as liberal or conservative (e.g. Orange County Register) 
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by MBFC, while others such as Christian Science Monitor were confirmed by MBFC to be 

neutral. In summary, newspapers were categorized as either liberal, conservative, or neutral 

based on the two data sources. Table 2 lists the newspapers and their respective ideologies. 

*** Insert Table 2 about here *** 

Data Analysis 

 Data analysis in the multiple-case research design has no standard prototype. It is instead 

a creative process that depends on the nature of the research question, the type of data collected, 

and the path taken by the emergent theory. Several key principles however do guide the data 

analysis in multiple-case research design (Eisenhardt, 1989; Eisenhardt & Graebner, 2007; 

Hoffman & Ocasio, 2001; Miles & Huberman, 1984; Yin, 1994). First, such research starts with 

a series of research questions and theoretical constructs that are embedded in or at least 

acknowledged by prior research, therefore, a thorough understanding of the relevant literature is 

crucial and is used throughout the analysis process. Second, each case is treated as a unique 

experiment, and therefore, within-case analysis is the starting point of the analysis stage. Third, 

cross-case analyses are conducted to compare and contrast the findings of different cases. Fourth, 

although the researcher ought to go back and forth between the data and the extant theory, close 

adherence to data is key to the objectivity of the emerging insights: “The data provide the 

discipline [in multiple-case study design] that mathematics does in formal analytic model.” 

(Eisenhardt & Graebner, 2007: 25). Finally, the emergent theory need not explain each case 

perfectly, however, it should generally fit well with the evidence from the cases. The cases where 

there is a discrepancy between the emergent theory and the data should not be ignored, instead, it 

should be treated as an opportunity to develop additional, contingent insights.  
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These principles were used as guidance for the data analysis of the first four scandals in 

the automotive industry (as described earlier, WorldCom and Fannie Mae scandals were 

included later). Specifically, I first read the foundational literatures for the concept of stigma 

(e.g. Erikson, 1962; Goffman, 1963; Kitsuse, 1962; Kitsuse & Cicourel, 1963), the further 

developments in conceptualization of stigma in Psychology and Sociology literatures (e.g. Link 

& Phelan, 2001; Pescosolido & Martin, 2015), and finally, the anthropomorphization of stigma 

to organizational stigma in Organization Theory literature (e.g. Bruyaka et al., 2018; Devers et 

al., 2009; Hudson, 2008). The aim of this exercise was to develop a fuller understanding of the 

concept of stigma so that the opinion pieces about the focal scandals can be coded appropriately. 

I then briefly read the opinion articles about the first four scandals to understand how the 

theoretical assertions about organizational stigma were manifested in these articles. This resulted 

in the conclusion that the opinion articles about organizations involved in a scandal can be 

categorized into stigmatizing articles, destigmatizing articles, and neutral articles.  

The next step in the analysis was to code each article about the first four scandals as 

either stigmatizing, destigmatizing, or neutral article. The important aspect of this coding was to 

make extensive notes on the reason for stigmatization or destigmatization of the focal 

organization in each article. Two types of codes were developed. First, what is the reason for 

stigmatization articulated in the opinion article by its author? Second, what is the reason for 

stigmatizations that goes ‘beyond’ the reason articulated in the article? The first type of coding 

was an objective process because I simply coded the articulated reasons for stigmatization. The 

key articulated reasons in each case separately and across cases matched well with extant theory, 

that is, severity and controllability of misconduct were the key reasons articulated for 

stigmatization. The second type of coding was however a creative process, whereby I searched 
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for hints in terms of the characteristics of the focal newspapers, organizations, and scandals, and 

relationship among them. I compared and contrasted stigmatization by different newspapers 

within a scandal and across scandals. I found the ideology of the newspaper and the ideological 

characterization of the focal organization to be the key factors affecting stigmatization. To fully 

comprehend these insights about the role of ideology during scandals, I surveyed the literatures 

on ideology (e.g. Jost, 2006; Jost et al., 2003), especially on ideological style of thinking 

(Mannheim, [1927] 1953), on scandal and public sphere (e.g. Adut, 2005; 2008; 2012), and on 

theoretical and empirical controversies about the US news media’s ideological character (e.g. 

Herman & Chomsky, 1988; 1999; Lehrer, 2004; Schudson, 2002). The back and forth between 

these literatures and the data on the first four scandals resulted in additional coding on the 

stigmatization by association that helped explain the mechanism for the emergent theory.  

Then, to substantiate the emergent theory, two additional cases were added to the sample: 

Fannie Mae and WorldCom scandals. The two additional cases confirmed the emergent theory; 

therefore, the insights were transformed into two key propositions. The final step was to tabulate 

and graph the codes for each case such that patterns in the data that do not match well with the 

theory could be found. An additional proposition was developed from this final step. Overall, the 

theory developed as a result of this process highlights the role of ideology in event-stigmatization 

and the auxiliary role of the severity and controllability of misconduct in event-stigmatization. 

RESULTS 

The results section of the paper consists of three sub-sections. Each sub-section pertains 

to one of the three research questions around which the study is organized. Contrary to the norm 

in management research where the results section is typically followed by a separate discussion 

section, I include a discussion for each sub-section separately because the results in sub-section 
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two build upon the discussion in sub-section one and the results in sub-section three build upon 

the discussion in sub-section two.  

Question 1: Event-Stigmatization 

 Type of Articles: The first research question is how does event-stigmatization of 

organizations take place during a scandal? The data suggest that opinion articles about an 

organization during a scandal can be categorized into three types: stigmatizing articles, 

destigmatizing articles, and neutral articles. First, newspapers stigmatized an organization for its 

scandal by evoking negative labels for the organization. A negative label superimposes a 

devaluing identity on the organization such that this devaluing identity overrides the unique 

identity of the focal organization and points towards a fundamental flaw in the organization. 

Negative labeling is a powerful way to stigmatize an organization because the negative labels 

that the newspapers typically evoke belong to well-understood negative categories. For instance, 

when the financial misconduct of Fannie Mae came out, the headline of the editorial of the Wall 

Street Journal (2004: A16) was “Fannie Mae Enron?”, Enron being the household name for 

corporate fraud in the US. Negative labels for the organization itself were less frequently used, 

instead, negative labels were typically used for the focal misbehavior (e.g. cookie jar ploy to 

describe Fannie Mae’s accounting strategy), for the mishandling of the scandal by the focal 

organization (e.g. Firestone stonewalling for Firestone’s delay tactics for its product recall), for 

the focal problem at hand (e.g. Sleeping Toyota time Bomb for the unintended acceleration 

problem with Toyota vehicles), and for the event itself (e.g. Firestone tire flap for the Firestone 

faulty tires scandal).  

Although the negative labels targeted a specific aspect of the organization and its scandal 

and not the organization as a whole, these negative labels were embedded in negative accounts 
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about the irresponsible behavior of the organization. The negative accounts typically vilified the 

organization, emphasizing that the scandal has discredited the organization, such as “discussions 

of corporate accountability from now on will invoke the name Firestone as a case study in 

consumer abuse” (Buffalo News, 2000: A16). Another feature of the stigmatizing articles was a 

provocation on part of the newspaper that the organization deserves punishment from the 

authorities. Several articles expressed frustration at the lack of a speedy action against the 

organization; alternatively, schadenfreude was expressed at the news of degradation ceremonies 

such as congressional hearings (Garfinkel, 1956) and news of punishment by the authorities. In 

summary, as suggested in prior research, stigmatizing articles represented “a negative social 

evaluation of the organization” such that the organization was “caricatured as an embodiment of 

values that explicitly conflict with those of the [newspaper]” (Devers et al., 2009: 157; also see 

Helms & Patterson, 2004). Table 3(a) provides supportive quotes for the three sub-types of 

stigmatizing articles written about each organization.  

 Second, destigmatizing articles were written either in anticipation of stigmatizing articles 

or as a reaction to stigmatizing articles about the focal organization. Newspapers destigmatized 

an organization in different ways. First, the positive attributes of the organization were reiterated 

and were superimposed on the attributes of the misconduct, deeming the misconduct as less 

important than the positive attributes of the organization. For instance, St. Louis Post-Dispatch 

(2010: A9) wrote about the widely expressed schadenfreude at the troubles of Toyota Motor, 

“But Toyota has 30,000 U.S. employees, to say nothing of those who work at its 1,200 U.S. 

dealerships. Times are too tough to take pleasure in anyone’s troubles”. Second, newspapers 

destigmatized the organization by expressing sympathy for the organization, for instance, by 

suggesting that the scandalmongering media and other vested interests overstate the peril of the 
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misconduct. Investor’s Business Daily cried foul on Volkswagen’s stigmatization for its scandal, 

“Lions and tigers and Volkswagens! Oh, my! We're under assault by a Teutonic Terror… And 

people are dying. "Quatsch" as they say in German. Nonsense! It's just another car mass 

hysteria.” (Fumento, 2015: A13).33 Such organizations were also destigmatized by characterizing 

their response to the scandal as proper and timely and by deeming the devaluation of the 

organization’s stock price as a sufficient repercussion for the misconduct. Finally, organizations 

were destigmatized simply by the assertion that the misconduct cannot be clearly attributed to 

the focal organization and that the organization is being unfairly stigmatized. Newspapers also 

wrote destigmatizing articles by suggesting that misbehavior of a few people should not reflect 

upon an organization as a whole. Table 3(b) provides supportive quotes for the three sub-types of 

destigmatizing articles written about each organization.  

*** Insert Tables 3(a), 3(b), and 3(c) about here*** 

 Finally, the neutral articles are of three types. The first type was of those articles that 

discussed the scandal in detail but gave both sides of the argument. These articles typically 

acknowledged that the misbehavior of the focal organization is worrying, however, they did not 

stigmatize the organization, for instance, because of its sincere apology or that the organization 

(General Motors) has now “learned a lesson and won’t drag its heels” in the future (Tampa Bay 

Times, 2014: 8A). The second type of neutral articles simply mentioned the business impact of 

the scandal, for instance, on the future strategy of the focal organization and its competitors. 

Finally, some neutral articles, especially those at the tail-end of the scandal, did not mention 

                                                           
33 Here the opinion article is cited as written by a specific author, while in other cases, the opinion articles are cited 

as written by the focal newspapers. When the focal newspaper is cited, it means that the focal opinion article was an 

editorial. Editorials are typically written by the editorial staff of the newspaper and they do not entail an author 

name. Both types of opinion articles are considered for the analysis. The results are similar by considering both 

types of opinion articles separately. This is because newspapers are likely to give significantly more space to those 

authors whose views are in line with those of the editorial staff.  
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scandal at all and focused on other aspects of the organization. Table 3(c) provides supportive 

quotes for the three types of neutral articles written about each organization.  

 Measures of Event-Stigma: While stigmatizing, destigmatizing, and neutral are the 

characteristics of a particular article about the organization, prior research suggests that 

organizational stigma is a collective stakeholder perception (Devers et al., 2009). It implies that 

event-stigma ought to be measured at the collective stakeholder level. I therefore considered all 

the opinion articles and the newspapers for measuring event-stigma. Specifically, four 

complementary measures of event-stigma were constructed. 

First, event-stigma is measured simply in terms of the number of stigmatizing articles. 

This measure ignores the positive or neutral articles, however, this choice hinges upon a robust 

finding in social psychology literature that negative information attracts peoples’ attention more 

readily, tends to influence people’s evaluation more strongly, and stimulates their psychological 

processes more than neutral or positive information do (Fiske, 1980; Ito, Larsen, Smith, and 

Cacioppo, 1998). Such a negativity bias is especially potent when a person is making an 

evaluation (Baumeister, Bratslavsky, Finkenauer, & Vohs, 2001). Second, event-stigma is 

measured in terms of the number of newspapers that wrote the stigmatizing articles concerning a 

particular organization. This measure corrects for the bias in the first measure that only a small 

number of newspapers may stigmatize an organization by writing a large number of stigmatizing 

articles, which means that the organization is stigmatized mainly in the eyes of the readers of 

these stigmatizing newspapers. Accordingly, this measure of stigma takes into account the reach 

of the stigmatizing accounts because the higher the number of newspapers that stigmatize an 

organization, the broader the readership that gets to read the stigmatizing accounts. 
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Although stigmatizing articles are likely to be more powerful than destigmatizing or 

neutral articles because of the human negativity bias, the description above of the destigmatizing 

articles suggests that these are powerful accounts of why stigmatizing articles unfairly 

characterize an organization as discredited. Similarly, neutral articles implicitly maintain the 

unique identity of the organization and hint to the reader that the focal organization may not be 

as flawed as suggested in the stigmatizing articles. Accordingly, it is important to account for the 

destigmatizing and neutral articles as well. To do so, I constructed a third measure of event 

stigma using Janis-Fadner (J-F) coefficient of imbalance:  

if f > u, C (f) = (f2 - fu); if f < u, C (u) = (fu - f2) 

                         r(r - n)                             r(r- n) 

where u is the number of stigmatizing articles, f is the number of destigmatizing articles, n is the 

number of neutral articles, and r is the total number of articles (Janis & Fadner, 1943). The range 

of the J-F coefficient is -1 to 1; the more negative the value of J-F coefficient is, the greater the 

extent of event-stigma. While the third measure was based on the number of articles, I also 

created a fourth complementary J-F coefficient measure of event-stigma using the number of 

newspapers that wrote stigmatizing articles, instead of the number of articles. Table 4 presents 

the event-stigma for each organization.  

*** Insert Table 4 about here *** 

 Table 4 shows that WorldCom was event-stigmatized significantly more than other 

organizations in the sample – the value of event-stigma for WorldCom is the farthest from the 

rest of the organizations on all four measures of event-stigma. Specifically, the value of event-

stigma for WorldCom is at least 1.4 times higher than that of other organizations on all the 

measures. I therefore categorized WorldCom’s event-stigma as high. Event-stigma for Toyota 

Motor and Fannie Mae was categorized as low. This is because the value of event-stigma for 
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these two organizations is farthest apart from the rest of the organizations on at least three 

measures of stigma. I explain below why there is a discrepancy in the fourth measure of stigma 

and why it is still appropriate to categorize event-stigma of these two organizations as low. 

The number of stigmatizing articles for Toyota (42) is comparable to that of Volkswagen 

(41) and Ford (38), however, the number of neutral (48) and destigmatizing (39) articles written 

about Toyota are significantly higher than those about Volkswagen (25 and 11) and Ford (22 and 

7). This difference is reflected in the two J-F coefficient measures as well as in the measure 

based on the number of stigmatizing newspapers. Accordingly, the extent of event-stigma for 

Toyota is qualitatively different from that for Volkswagen and Ford. Similarly, Fannie Mae’s J-F 

coefficient (articles) is more negative than that of Volkswagen and Ford, however, this 

difference is driven by a limitation of J-F coefficient: it does not take into account the total 

number of articles and instead focuses on the difference between stigmatizing and destigmatizing 

articles (Vergne, 2011). Only 30 stigmatizing articles were written by 10 newspapers against 

Fannie Mae, compared to 41 articles against Volkswagen by 14 newspapers and 38 articles 

against Ford by 21 newspapers. This difference is reflected in the J-F coefficient (newspapers) 

for the three organizations: -0.14 for Fannie Mae, -0.27 for Ford, and -0.36 for Volkswagen. In 

summary, it is appropriate to categorize the event-stigma for Toyota and Fannie Mae as low. 

Because there were little qualitative differences in event-stigma among General Motors, Ford, 

Volkswagen, and Firestone, the extent of event-stigma for each of the three organizations is 

categorized as medium.  

 Discussion. The above-highlighted discrepancies in different measures of stigma suggest 

the multi-dimensionality of the manifestation of event-stigma during scandals. A scandal not 

only results in stigmatizing accounts by the newspapers but also destigmatizing and neutral 
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accounts. To fully account for the event-stigma, therefore, it is important to not only consider the 

number of stigmatizing articles but also the destigmatizing and neutral articles. This also 

suggests that textual analysis for measuring event-stigma may be misleading: the three types of 

articles identified in this study may entail a comparable number of negative words about the 

organization but may imply these negative words for entities other than the focal organizations 

(e.g. criticizing the scandalmongers). Alternatively, the negative words can be about the focal 

organization but may simply be used to describe what others are saying about the organization, 

and later on, the author may destigmatize the organization in the same article. The above analysis 

also points out that considering only the number of articles to measure event-stigma can be 

misleading. It is therefore imperative to take into account the number of newspapers writing the 

three type of articles to fully capture event-stigma for the organization. 

 The nuances revealed about the manifestation of event-stigma during scandal – the three 

types of articles’ content and the importance of the number of newspapers writing these articles – 

also reflect upon the nature of event-stigma as a collective stakeholder perception. The 

significant variation within one stakeholder group (newspapers in this study) implies that it is 

very unlikely that a general theory of event-stigma will account for the differences between 

different collective stakeholder perceptions, therefore, it is important to be specific about the 

stakeholder group when theorizing and measuring event-stigma. Finally, the qualitative 

differences in the extent of event-stigma among different organizations in the sample suggest 

that event-stigma is not a binary construct. Event-stigma is instead a dynamic outcome of the 

contestation between different newspapers to stigmatize vis-à-vis destigmatize the organization, 

which as shown in Table 4 can reach varying levels of intensity. Event-stigma manifests itself as 

a continuous construct which can take extremely high to very low values (I categorized event-
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stigma into three categories for theory building but this categorization does not assert event-

stigma as categorical in nature). This insight has a theoretical implication for stigma research. 

Event-stigma is qualitatively a different construct from core-stigma. Event-stigma is typically a 

temporary stigma that is continuous in nature. On the other hand, core stigma that is based on the 

core attributes or activities of an organization is a more permanent stigma and is binary in nature 

(Hudson, 2008). Future research therefore should consider this qualitative difference when 

examining the two types of stigma, together or separately. 

Question 2: The Role of Severity and Controllability of Misconduct in Event-

Stigmatization   

 The second research question concerns what is the role of the severity of misconduct and 

controllability of misconduct in generating event-stigma during a scandal? The severity of the 

misconduct and its controllability are two key antecedents of stigma proposed in the 

organizational stigma literature (Devers et al., 2009) that are derived from theories of stigma at 

the individual level of analysis (e.g. Jones et al., 1984). While the prior research proposes 

severity and controllability of misconduct as determinants of event-stigma, my analysis revealed 

that newspapers used the severity of the misconduct and its controllability as the two key 

arguments for stigmatization of the organization.  

The Narratives. The narratives of the severity of misconduct focused on providing 

numbers for the peril caused by misconduct, and how it reflects upon the organization’s lack of 

credibility. For example, Deseret News (2002: A10) asserted about WorldCom, “the company 

reportedly hid about $4 billion in expenses from investors and the public. A financial empire 

was, it seems, little more than a house of cards”. Please note how the extent of misconduct is 

linked to the label of the house of cards for WorldCom. Similarly, such narratives focused on the 

extent to which the focal misconduct will have its effects on those beyond the organization. The 
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Christian Science Monitor (2005: 08) expressed its concern over Fannie Mae’s misconduct 

“Fannie and Freddie together hold or guarantee about half of the nation’s $8 trillion in residential 

mortgages. Should they lose the markets’ trust and collapse, taxpayers could be forced to pick up 

the tab. Given their size, the fallout would make the Enron scandal and the savings-and-loan 

crisis of the 1980s look mighty small”. Again, note that having outlined the peril, Fannie Mae 

(and its cousin, Freddie) are stigmatized by comparing them to Enron and its shenanigans. 

Nevertheless, the severity of misconduct was rarely evoked on its own in a given opinion article 

to stigmatize an organization: it was linked to the controllability of misconduct to stigmatize an 

organization.  

The narratives of controllability of misconduct can be divided into two. First, whether the 

focal organization, especially the top management of the organization, knew about the violation 

before the scandal broke out, and second, whether the organization reacted appropriately to 

account for the misconduct once the scandal came out. New York Daily News (2000: 5) after 

noting down the number of deaths and injury from Firestone/Ford misbehavior wrote, “The 

tiremaker and the automaker both appear to have known about the dangerous, sometimes fatal, 

pattern of tread failures for as long as eight months before a massive recall of 6.5 million tires 

was announced in August” and “In doing so, they also shirked their moral obligation, broken 

faith with millions of customers and mauled their corporate credibility”. Similarly, USA Today 

(2014: A6) slammed General Motors for its poor response, “GM is starting to sound as if it is 

taking cues from former first lady Nancy Reagan’s anti-drug playbook: Just say no”. Similarly, 

USA Today (2010: A10) wrote about Toyota, “A company dedicated to safety -- one that once 

rushed to customers' driveways -- would find out what's really wrong, expose everything and get 
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on with fixing the problems. Despite Wednesday's apology, Toyota doesn't yet appear to be on 

that course”.  

Conversely, the destigmatizing newspapers used the overstating of the severity of the 

misconduct and unfair assertions of controllability as key arguments to destigmatize the 

organization. Importantly, these destigmatizing arguments were used for the same organizations, 

and sometimes by the same newspaper, that had been stigmatized for the focal misconduct’s 

severity and controllability. Investor’s Business Daily (2015: A12) cried foul on Volkswagen’s 

targeting, “No one has been killed, as far as we know, by these rampaging Volkswagens. But that 

matters not to the EPA, which has become the most crusading and burdensome of all government 

agencies.” While other newspapers stigmatized Toyota Motor for its CEO’s insincere apology, 

Ventura County Star (2010: 1; emphasis added) destigmatized Toyota by emphasizing the 

sincerity of the apology and went on to explain why the stigmatizing newspapers got it wrong, 

“Akio Toyoda, the president and CEO of the great vehicle manufacturer Toyota, was a man in 

pain” and “Complaints that Toyoda’s appearance was too ritualistic, and his statements too 

general, overlook the enormous gulf that still separates American and Japanese cultures. For us, 

making an apology is usually tough, and doing so in public something we’d usually rather duck. 

For Japanese, admission of error is agony, and doing so in public borders on the unendurable”. 

Similar patterns of disagreement on the severity and controllability of the focal misconducts 

were observed throughout the data.  

Expected stigma (based on controllability and severity) and Observed stigma. The 

observations above suggest that the controllability and severity of the misconduct are less likely 

to be the primary driving force of an organization’s stigmatization, instead, the controllability 

and severity of misconduct are socially constructed and employed as arguments to stigmatize or 
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destigmatize the focal organizations. Table 5 corroborates this conclusion. It juxtaposes the 

observed (from the data) event-stigma to the expected event-stigma, where the expected event-

stigma is a function of the several measures of severity and controllability of misconduct and this 

expectation is based on prior theorizing (Devers et al., 2009; Jones et al., 1984). Expected stigma 

is high for WorldCom, Fannie Mae, and Volkswagen and is low for Toyota, General Motors, 

Firestone and Ford. While the two measures of controllability of misconduct corroborate this 

categorization of expected stigma, different measures of severity of misconduct may point 

towards different directions in terms of the extent of peril caused by misconduct. I argue below 

why combining severity with controllability results in two categories, high and low, of expected 

stigma.  

*** Insert Table 5 about here *** 

WorldCom, Fannie Mae, and Volkswagen orchestrated their respective misconducts 

deliberately. WorldCom and Fannie Mae engaged in a deliberate effort to defraud their 

stakeholders by issuing inaccurate financial statements, putting on the line the savings and 

employment of tens of thousands of their investors and employees respectively. Further, the two 

organizations were the leading organizations in their respective industries, therefore, their 

misconduct gave them an unfair advantage over their competitors which creates severe 

inefficiencies in the market. Finally, their misconducts were disruptive for the whole US 

economy because of them being the industry leaders and because these industries, especially 

Fannie Mae’s, were crucial to the health of the US economy. Similarly, Volkswagen 

intentionally installed a software in eleven million of its cars to cheat the emissions testing, 

which had severe peril not only in terms of is damage to the environment but also caused 

emotional damage to its customers who were attracted to Volkswagen because of its ‘clean 
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diesel’ campaign. Similarly to Fannie Mae and WorldCom, Volkswagen’s misconduct also 

created severe inefficiency in the market by giving Volkswagen an unfair advantage over its 

competitors.34 In summary, the misconducts by these three organizations were clearly 

controllable simply because the organizations intentionally engaged in them and the severity of 

misconduct was high in terms of their disruptive nature for the investors, employees, customers, 

and the markets.  

On the other hand, General Motors, Toyota, Firestone, and Ford did not orchestrate their 

respective misconducts deliberately. These organizations were ‘alleged’ of not acting upon the 

safety problems with their vehicles even though they ‘appeared’ to have knowledge of these 

problems. As mentioned earlier, in all cases, there was disagreement among stakeholders about 

whether top management knew of these problems and whether something could have been done 

about these problems. Because their misconduct was not active misconduct – they passively let it 

happen if the allegations were true – and because there was little consensus on whether top 

management knew of these problems, these organizations’ misconduct is categorized as low on 

controllability. More important for our purposes is that the extent of controllability of these 

misconducts is qualitatively different from those of WorldCom, Fannie Mae, and Volkswagen 

which actively orchestrated their misconduct. The severity of misconduct of General Motors, 

Toyota, Firestone, and Ford is subjective – it was alleged that their misconduct led to cases of 

death, which is difficult to compare directly with the severity of misconduct in terms of, for 

instance, restatement amounts. I categorize the severity of these organizations’ misconduct as 

low because of the disagreement among newspapers that particular deaths and injuries can be 

                                                           
34 I discuss the peril in terms of “inefficiencies created in the market” because conservative newspapers value the 

free markets and may think of the peril of misconduct in terms of the extent to which the misconduct disturbed the 

market.  
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directly attributed to the problems in the vehicles. Even if it is assumed that the deaths were 

caused by these organizations’ misconduct, still the number of people who died (a maximum of 

300 deaths were attributed to Ford/Firestone misconduct) from these misconducts is not 

comparable to the direct loss of savings, employment, houses, etc. of tens of thousands of 

individuals and indirect losses to millions of individuals through disruptive effects on the 

economy and markets of the misconduct of WorldCom, Fannie Mae and Volkswagen. 

Importantly, the four automotive organizations with safety problems produce tens of millions of 

vehicles and only a few hundreds of these vehicles were alleged to be faulty. Another 

comparison point is that more than 30,000 people die in car accidents every year in the US, 

which makes the number of deaths caused by allegedly faulty vehicles a minuscule proportion of 

the total deaths on the road. Nevertheless, the number of deaths associated with the focal 

organizations was significant enough to create a scandal, but the arguments above suggest that 

the severity of misconduct was substantially less for the organizations engaged in safety 

problems than the audacious misconducts of WorldCom, Fannie Mae, and Volkswagen 

Table 5 shows that the severity and controllability (and hence expected event-stigma) are 

low for Toyota, Ford/Firestone, and General Motors and are high for Volkswagen, WorldCom, 

and Fannie Mae. The event-stigma observed in the data coincides with expected event stigma for 

only two of the seven organizations: Toyota and WorldCom. Toyota is low on severity and 

controllability, and therefore, the expected stigma is also low, which matches with the observed 

low event-stigma. Conversely, WorldCom is high on severity and controllability, and therefore, 

the expected stigma is also high, which matches with the observed high event-stigma. For the 

rest of the organizations, there is a discrepancy between expected event-stigma and observed 

event-stigma. The greatest discrepancy is for Fannie Mae. The expected event-stigma for Fannie 
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Mae is high because its misconduct was actively orchestrated, was high in magnitude, led to the 

resignation of a celebrity CEO, and its misconduct led to a fine of $400 million which is 

comparable to that of WorldCom. Despite high controllability and severity of the misconduct, 

Fannie Mae’s observed event-stigma is low. Similarly, Volkswagen’s expected stigma is high 

because of its audacious emissions scandal that rocked the world in 2015, however, its observed 

stigma is medium. Notwithstanding the severity of Volkswagen’s misconduct, the glaring part of 

Volkswagen’s data is that 11 destigmatizing articles were written about Volkswagen – only 

Toyota had more destigmatizing articles written about it. Also, only 41 stigmatizing articles were 

written about Volkswagen, which is significantly less than those against Firestone (50), 

WorldCom (79) and General Motors (52) and is comparable to those against Ford (38) and 

Toyota (42). Only Fannie Mae had fewer stigmatizing articles than Volkswagen. Similar 

discrepancies are clear for Firestone, Ford, and General Motors too. All three had very similar 

controllability and severity of misconduct to that of Toyota, and the expected event-stigma is low 

for all these organizations, however, all the three organization’s level of observed event-stigma is 

medium.  

Discussion. Two conclusions are reached from the analysis about the role of severity and 

controllability of misconduct in the stigmatization of organizations during a scandal. First, 

severity and controllability of misconduct are two key arguments that are used to stigmatize or 

destigmatize an organization in a given opinion article. Second, the objective measures of 

severity and controllability of misconduct do not correspond with the event-stigmatization of an 

organization. What explains this discrepancy? As will be shown in the following section, factors 

other than the objective characteristics of misconduct primarily drive event-stigmatization by 

newspapers. The severity and controllability of misconduct do play a part in the stigmatization 
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process; however, they are used as auxiliary arguments once the newspapers decide to stigmatize 

or destigmatize an organization based on other factors. Once that decision is made, only then the 

objective characteristics of misconduct are evoked wherever appropriate.  

The theoretical expectation that event-stigma will be driven by the severity and 

controllability of misconduct is based on a robust line of inquiry about individual stigma (e.g. 

Jones et al., 1984) and this expectation has received considerable support regarding various 

forms of stigma. Prior research suggests that deviant attributes or behaviors in particular 

stimulate attributional search (Weiner, Perry, & Magnusson, 1988). That is, when observers 

encounter an actor with a deviant attribute or behavior, they are inclined to ask, ‘how did this 

happen?’. The answer to such causal ascriptions, especially to the extent the cause of the 

deviance was controllable, determines the manner of response to the deviance. If the cause of the 

deviance is perceived to be controllable, then it will lead to greater stigmatization of the deviant 

actor compared to the instances when the cause is perceived to be uncontrollable. This is because 

high levels of perceived controllability imply the focal actor’s personal responsibility and 

preference; hence, the higher levels of stigmatization as punishment for the deviance. This is also 

because the perceptions of controllability in such instances result in negative affect and greater 

scrutiny (Crocker, Major, & Steel, 199). For example, in his classic study, DeJong (1980) 

demonstrated that stigmatization of the obese is a function of the degree to which such persons 

are perceived to be responsible for their physical deviance. Similarly, social audiences show 

positive affect towards homosexuals and support their civil rights when the cause of 

homosexuality is perceived to be uncontrollable (biological or genetic in origin) (Haider-Markel 

& Joslyn, 2008).  
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In contrast to the studies reported above, Martin and colleagues (2007) found that 

stigmatization of children with mental health problems is not attenuated by uncontrollable 

medical attributions (cf. Weiner et al., 1988; Martin et al., 2000). Likewise, Pescosolido and 

colleagues (2010) report that holding a neurobiological conception of mental illness (i.e. an 

uncontrollable cause) does not lessen the stigma of mental illness (also see Mehta & Farina, 

1997). These studies on the stigma of mental illness, taken together, might suggest that 

controllability is not a significant predictor of the extent of stigmatization. However, even though 

biological attributions of mental illness pass the blame from the inflicted individual to ‘bad 

genes’, biological attributions also prime observers about the permanence of the mental illness. 

In other words, biological attributions also evoke the severity of the deviance implying that the 

mental illness is irreversible (Phelan, 2005). Therefore, biological attributions tend to confound 

controllability with severity, resulting in a non-significant effect of controllability. Nevertheless, 

overall the idea is that greater controllability and severity increase the likelihood of 

stigmatization.  

These findings at the individual level of analysis reveal that controllability and severity 

play a key part in observers’ judgment that the focal actor is flawed or is discredited, hence, is 

worthy of stigmatization. Taking into account this observation explains why severity and 

controllability of misconduct may not predict event-stigmatization of organizations but are 

nevertheless used as arguments for event-stigmatization. Newspapers write to convince their 

audiences, who are likely to take into account the controllability and severity aspects of 

misconduct to evaluate an organization. If a newspaper wants to convince its readers that an 

organization ought to be stigmatized (destigmatized) for its misbehavior, then the newspaper 

ought to convince its reader about the severity and controllability (the lack of severity and 
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controllability) of misconduct. Specifically, the next section demonstrates that newspapers 

primarily decide to stigmatize or destigmatize an organization based on the ideological 

characterization of the focal organization – although ideological assumptions and assertions are 

made in the narratives as well, controllability and severity arguments are evoked as auxiliary 

arguments to strengthen the newspapers claim that an organization is flawed and discredited and 

is therefore worthy of stigmatization.  

Question 3: The Role of Newspaper Heterogeneity in Event-Stigmatization 

 The third research question of the study asks what is the role of newspaper heterogeneity 

in event-stigmatization of organizations during a scandal? Several potential factors contributing 

to the heterogeneity of newspapers were considered, including the newspaper’s size, its location, 

its ownership, among others. However, I found that the distribution of the organizations’ 

stigmatization matched the ideology of the newspapers. The role of ideology of the newspaper 

was hinted at by prior research as well as the emergent theory from this study’s data.  

Ideology. Evolved humans always have had ideas of what proper order in the society 

should be, from ancient Greek ideologies to Hindu Vedas, and from ancient Confucian thought to 

Abrahamic monotheism, and so on. In the modern west, for example, Enlightenment thinkers 

challenged the dominant ideas of the time, and by extension challenged the ruling elites and the 

entrenched groups, which was fittingly countered by several conservative ideologies across the 

West (Kettler, Meja, & Stehr, 1984; Mannheim, [1927] 1953). At least since the emergence in 

Europe of several conservative movements to counter Enlightenment’s liberalism (Mannheim, 

[1927] 1953), we can clearly observe a pattern of different social groups organizing around some 

clearly discernible ideas of what proper order in the society is. It is the robust and empirically 

observed connection and symmetry between the content or the defining components of certain 
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ideas of proper order and the allegiance to these ideas by an identifiable social group that makes 

ideology an analytically powerful concept. Because we can identify a given social actor as an 

Islamist, Liberal, Conservative, Communist, and so forth, and because we can decipher what is 

the content of Islamism, Liberalism, Conservatism, Communism, and so forth, we can make 

reasonable predictions about the focal actor in a given social setting based on their ideology. 

Therefore, when considering ideology, I connect the understanding of the content of the focal 

ideas and how this content may allow predicting the behavior of the actor who is associated with 

the focal ideology (Dewan & Simons, 2019; Jost, 2006; Mannheim, [1927] 1953). 

The Role of Newspaper Ideology and Prior Research. Common observation, as well as 

prior research, suggests that ideology is a key identifier for newspapers. Most newspapers can be 

identified with one or another ideology. Empirical evidence supports this assertion. Puglisi 

(2011) shows that the New York Times gives greater emphasis to topics important for liberals, 

Larcinese, Puglisi, and Snyder (2011) demonstrate the presence of ideological bias even in 

economic news in US newspapers, and Dewan and Simons (2019) found a disproportionally high 

number of national and local US newspapers to be explicitly or implicitly biased in favor of one 

or another ideology.  

 Dewan and Simons (2019) also demonstrated that ideology of the newspaper affects the 

extent to which a newspaper’s portrayal of an organization changes before and after the 

misconduct is revealed: conservative newspapers are likely to report more negatively (relative to 

the before the misconduct) about an organization because of its misconduct and liberal 

newspapers are likely to show ideological affinity to those organizations whose ideology is also 

liberal (measured through donation of organizational members to the Democratic party). I started 

my inquiry about the role of newspaper ideology and the focal organization’s ideology in 
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generating event-stigma during a scandal by collecting data on the ideology of the focal 

organization. I found that all the organizations in the sample contributed about half of their 

political donations to the Democratic Party and the other half to the Republican Party. Therefore, 

all the organizations in our sample are neutral organizations in terms of their ideology. This 

results in the scope condition for the theory developed in this paper, that is, the theory applies 

only to the neutral organizations. This is however not an inherently significant limitation because 

most organizations are ideologically neutral – Dewan and Simons (2019) suggest that about 69% 

of the organizations in their sample were ideologically neutral organizations, that can 

extrapolated to suggest that at the very least half of the organizational population is likely to be 

neutral. Accordingly, even though the theory developed below may not be applicable to scandals 

of ideological organizations, it remains relevant for a vast majority of scandals and 

organizations.  

The Role of Newspaper Ideology and Emergent Theory. The role of newspaper ideology 

was also identified during the data collection process of the first four scandals in the sample 

(Ford/Firestone, Toyota, General Motors, and Volkswagen). It was observed that most 

stigmatizing articles were written by liberal newspapers, while only a small number of them by 

the conservative newspapers. Conversely, conservative newspapers wrote a considerable 

proportion of the destigmatizing articles while liberal newspapers rarely destigmatized the focal 

organizations. The only exception was General Motors – conservative newspapers stigmatized 

General Motors much more than they stigmatize the other four organizations. Further inquiry 

into the history of General Motors suggested that conservative newspapers (and some liberal 

newspapers too) had earlier labeled General Motors (GM) as Government Motors (GM) because 

the government bailed out General Motors during the 2008-2009 US automotive industry crisis. I 
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observed the use of this negative characterization of General Motors as Government Motors in 

more than one conservative newspapers. At the same time, I observed that although some liberal 

newspapers were stigmatizing General Motors, most of them were surprisingly silent about the 

issue or wrote neutral articles about the General Motors scandal – this was especially surprising 

because only a few years earlier, the liberal newspapers had severely stigmatized Toyota Motors 

for a very similar scandal. A potential reason I discovered was that General Motors was typically 

“supportive” of labor unions, which are traditionally aligned with liberal ideology and politics in 

the US. Further, it was a Democratic government that bailed out General Motors in 2009 and it 

was politically crucial for liberals that the rescued General Motors survived – as scandals can 

significantly impede an organization’s performance.  

Other three organizations, Ford/Firestone, Toyota, and Volkswagen, were severely 

stigmatized for their scandals by liberal newspapers, but not so by conservative newspapers. This 

is because liberals in the US are wary of corporations, especially large corporations. 

Conservatives in the US advocate that markets be free of any government intervention as well as 

object to media hype against participants of the market. Conservatives therefore have a positive 

to the neutral characterization of those they consider to be players of the free market. To confirm 

this emergent theory that conservative newspapers in a scandal would typically side with 

corporations that have no government connection, but would use the scandal to stigmatize the 

government-affiliated organizations, and liberal newspapers would do the opposite, I added 

Fannie Mae’s scandal to the sample. Fannie Mae is a government-sponsored enterprise (GSE) 

whose purpose was to help low to medium income households buy homes at low-interest rates. 

Naturally, this would mean a negative characterization of Fannie Mae in the eyes of 

conservatives because Fannie Mae is a vehicle of government intervention in the market. And it 
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would have a neutral or positive characterization in the eyes of liberals because liberals endorse 

government intervention in the market to improve economic outcomes for those in need. I also 

added WorldCom scandal as a control, because the severity, controllability, type, and time of 

WorldCom’s misconduct was comparable to that of Fannie Mae; the only difference being that 

Fannie Mae was affiliated with the government while WorldCom was not. In other words, the 

characterization (before the scandal) of Fannie Mae was negative in the eyes of conservatives 

while the characterization (before the scandal) of WorldCom was negative in the eyes of liberals.  

The Role of Newspaper Ideology and Ideological Characterization. Table 6 presents the 

breakdown of event-stigma by the type of newspaper ideology for each organization. Table 6 

suggests that conservative newspapers actively destigmatized Toyota and Volkswagen as 

suggested by the positive J-F coefficient scores for the two organizations. The conservative 

newspapers did not destigmatize Ford and Firestone actively, but they also did not stigmatize 

them, therefore, they remained neutral about these organizations. Further, although WorldCom 

has high J-F coefficient scores for the conservatives, it is driven by the fact that there were hardly 

any potential arguments in the WorldCom scandal that allowed for destigmatizing WorldCom. 

Conservatives remained more or less neutral by writing only 11 stigmatizing articles about 

WorldCom compared to 49 by liberal newspapers and 19 by neutral newspapers. Importantly, 18 

liberal newspapers that focused on the WorldCom scandal wrote only 4 neutral articles, while 6 

neutral articles were written by 6 conservative newspapers that wrote about the scandal. 

Nevertheless, I categorize the WorldCom’s stigmatization by conservative newspapers as not 

supportive the emergent theory and use these observations about WorldCom later for developing 

another proposition. 

*** Insert Table 6 about here *** 
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The only two organizations that were severely stigmatized by conservative newspapers 

were Fannie Mae and General Motors. I have already noted that these organizations had negative 

characterization (even before the scandal) in the eyes of conservative newspapers because these 

organizations had some form of government connection and were not thought off as pure free-

market players by the conservatives. The scrutiny that Fannie Mae received from the Wall Street 

Journal, the leading conservative newspaper in the US, was so severe and out of the ordinary, 

that Fannie Mae’s CEO Franklin Raines complained about it: “Quite frankly, in an abundance of 

caution we wanted to make sure it was absolutely down-to-the-penny accurate, because a very 

small amount of money is a headline in, as someone described it, the most popular newspaper 

[The Wall Street Journal] in lower Manhattan” (The Wall Street Journal, 2005: A14). The 

Journal did not shy away and responded to Mr. Raines comments in an editorial, “To return his 

gesture, we propose a deal: If Fannie will abandon its implicit taxpayer guarantee and compete 

on equal terms with everyone else in the marketplace, we'll stop paying so much attention” (The 

Wall Street Journal, 2005: A14; emphasis added). Although the Journal stigmatized Fannie Mae 

throughout the scandal about its misconduct, the Journal clarifies in this article – and as 

suggested by the rest of the data – that it is not the misconduct of Fannie Mae that leads to the 

stigmatization, instead, it is the negative ideological characterization of Fannie Mae that led to its 

stigmatization by the Wall Street Journal.  

In comparison to Fannie Mae’s stigmatization, the Journal and other conservative 

newspapers kept their mouths shut about WorldCom’s misconduct that was comparable to that of 

Fannie Mae in every respect: the conservative newspapers repeatedly suggested in accordance 

with their ideology that the market should determine the fate of WorldCom. Similarly, while 

conservative newspapers kept their mouths shut about other vehicle safety scandals or 
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destigmatized the focal organizations, General Motors was heavily criticized for its scandal by 

conservatives. For instance, Investor’s Business Daily (2014: A12) wrote of General Motors, 

“widely touted Government Motors vehicles are death traps” (Investor’s Business Daily, 2014 

A12). While such labeling of General Motors was pervasive in the conservative newspapers, I 

failed to find a stigmatizing label comparable to ‘death trap’ for any other automotive company 

for its safety problems, not even in a single article written by conservative newspapers, with such 

a strong language.   

The stigmatization by liberal newspapers is converse to that of conservative newspapers. 

In line with the emergent theory, the liberal newspapers severely stigmatized WorldCom, 

Firestone, Volkswagen, and Ford. These four organizations had very high scores for event-

stigma on all the four measures. Toyota was the only anomaly here among non-government 

associated organizations, for which the event-stigma score is very high on two of the four 

measures. Event-stigma based on the two J-F coefficients (articles and newspapers) measures 

was low for Toyota because liberals wrote destigmatizing articles about Toyota as well (I 

therefore categorize this case as not supportive of emergent theory). In line with the emergent 

theory, Fannie Mae was not stigmatized by the liberal newspapers as suggested by its low event-

stigma scores on all four measures. General Motors case only partially supported the emergent 

theory as event-stigma score was low for General Motors on two of the four measures, again an 

issue that we take on later. Still, the difference between stigmatization by liberal newspapers of 

General Motors and of the other four automotive organizations is significant. Overall, liberal 

newspapers severely stigmatized non-government associated organizations besides Toyota, while 

did not stigmatize or mildly stigmatized the government associated organizations.  
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Notwithstanding three partial discrepancies – WorldCom being stigmatized by 

conservative newspapers, Toyota not being stigmatized as much by liberal newspapers, and 

General Motors being stigmatized by liberal newspapers, the data fit the emergent theory well. 

Eleven out of 14 sub-cases (seven organizations, one sub-case each for stigmatization by 

conservative newspapers and one each for that by liberal newspapers) corroborated the emergent 

theory that a negative characterization of an organization in the eyes of the ideology of the focal 

newspapers drives the stigmatization of the organization, notwithstanding the objective 

characteristics of the focal misconduct.  

Figure 1 illustrates this conclusion. It plots the difference in J-F coefficient (articles and 

newspapers) between liberal and conservative newspapers for each organization in the sample. 

The greater the difference, the greater the stigmatization by liberal newspapers relative to the 

conservative newspapers. It shows that the difference is negative for Fannie, no difference for 

General Motors, and positive difference for the five non-government associated organizations. 

Figure 2 also shows a similar effect using the number of stigmatizing articles as a measure of 

stigma. It shows the extent of stigmatization by neutral, liberal, and conservative newspapers of 

government associated organizations vis-à-vis non-government associated organizations. Liberal 

newspapers stigmatize (destigmatize) the non-government associated organizations much more 

(less) than they do the government associated organizations, conservative newspapers stigmatize 

(destigmatize) the government organizations much more (less) than they do the non-government 

associated organizations, and neutral newspapers stigmatize all the organizations equally (which 

serves as an appropriate baseline as well). This leads to the first proposition: 

Proposition 1: Negative characterization of an organization based on the ideology of the 

focal newspaper drives the event-stigmatization of the organization, notwithstanding the 

objective characteristics of the focal misconduct. 
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*** Insert Figures 1 and 2 about here *** 

 

 The Role of Stigma by Association. Why do ideological newspapers stigmatize 

(destigmatize) those organizations that have a negative (positive or neutral) ideological 

characterization? I demonstrate below that ideological newspapers do so to use the focal 

organization’s misconduct as evidence for the veracity of the focal newspaper’s ideological 

beliefs. This is done through ‘evidential stigmatization by association’ as described below.  

Stigma by association is the contamination of an actor or an entity that is not directly part 

of the focal misconduct but is associated in one way or another with the focal organization 

(Pontikes, Negro, & Rao, 2010). For instance, prior research suggests that stigma of an 

organization may leak to other organizations of the same industry (Jonsson, Greve, & Fujiwara-

Greve, 2009), to its network partners (Bruyaka et al., 2018), and to its clients (Jensen, 2006), 

among others. We observe in our data the stigmatization by association of the market guardians 

such as accountants and analysts, of the social control agents relevant to the focal industry, of the 

industry of the focal actor, of corporations in general, of the regulations that were broken, and of 

the government and politicians in general, among others.  

 The data suggested that stigmatization by association during scandals was of two types: 

attributional and evidential. First, newspapers stigmatized by association those actors that were 

not directly involved in the misconduct, however, the focal newspapers argued that these actors 

played an indirect part in the misconduct or in the scandal. Specifically, the relevant social 

control agent for the focal organization and the guardians of the market such as analysts and 

accountants were typically accused of deliberately ignoring the misbehavior of organizations. It 

was suggested that these actors passively contributed to the organizational misconduct, reflecting 

upon the discredited nature of these actors. The Christian Science Monitor stigmatized the 
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relevant social control agent for its role in Toyota misconduct, “As the fatality and injury toll 

climbs - and Toyota sales plummet - it's time to ask why the sleepy Washington safety sentinels 

at the Department of Transportation aren't doing the job the people expect of them” (Nader, 

2010: A10; emphasis added). Conversely, when newspapers aimed to destigmatize the focal 

organization, they stigmatized by association the social control agents and the media for their 

role in creating the scandal out of nothing and labeled them as scandalmongers. Investor’s 

Business Daily discredited the media and environmentalists for their role in Volkswagen’s 

emission scandal, “Yes, hysteria is fun. The media and environmentalists are having a ball. But 

perspective says that this is much ado about very little. Let's not throw the Beetle out with the 

bath water” (Fumento, 2015: A13). I categorize such stigmatization by association as 

attributional, where a third party is stigmatized because of an indirect attribution of the 

misconduct or the scandal to them. 

 Second, newspapers stigmatized by association those third parties or entities whom the 

misconduct of the focal organization reflected upon. That is, the focal organizational misconduct 

was presented as evidence for the flawed or discredited nature of these third parties or entities. 

Here the stigmatization by association was not because the focal associated actor was indirectly 

involved in misconduct (i.e. attributional stigma by association), but that the focal organization’s 

misconduct provides evidence that the associated actor is also bad. For example, Buffalo News 

(2015: A8) noted when the Volkswagen scandal came out, “Is it something in the culture of the 

automobile industry that renders it unable to follow the rules? Is it simply impossible for this 

gigantic, enormously profitable business to obey the law?”. Similarly, Palm Beach Post (2000: 

3E) stigmatized the legislators for their coziness with big business, “Pity the poor, maligned, 

business-friendly legislators. Not two years after they overwhelmingly passed a law written by 



 
 

155 
 

big business, ostensibly to free courts from a flood of "frivolous" lawsuits, one particular 

"frivolous" lawsuit against one particular big business has lawmakers running scared”. 

Newspapers also stigmatized by association the third parties because their behavior during 

scandal provided evidence for their discredited nature. The Wall Street Journal accused the 

media and politicians of unfairly stigmatizing Toyota, which provides evidence for their 

discredited nature, “few uncertain questions about "sudden acceleration" morphed into a media 

and political firestorm over the safety of its entire fleet. It is also proving an interesting case 

study in the treacherous politics that accompany government ownership of U.S. industry” 

(Strassel, 2010: A13; emphasis added). I categorize such stigmatization by association as 

evidential, where a third party is stigmatized because the focal misconduct or the scandal 

provides evidence for its discredited nature.  

 I found that ideological newspapers (relative to neutral newspapers) engaged more in 

evidential stigmatization by association than in attributional stigmatization by association. Table 

7 and Figure 3 present this evidence. Table 7 suggests that of all the articles entailing 

stigmatization by association, conservatives engaged in the evidential one 86%, liberals 78%, 

and neutrals 60%. This is also reflected in Figure 3 that shows the average difference between 

ideological and neutral newspapers in the two types of stigmatization by association (evidential 

minus attributional) for each organization. The average differences are significantly higher for 

ideological newspapers than neutral newspapers. I argue that the disproportionally high use of 

evidential stigmatization by association by ideological newspapers suggests that these 

newspapers stigmatize the focal organization to assert their ideology.  

*** Insert Table 7 and Figure 3 about here *** 
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Specifically, each ideology has some strong ideas about what the proper order of things 

should be in the society, however, in democratic societies the prevailing order is typically a 

negotiated one. Accordingly, some aspects of the prevailing order are oppositional to the focal 

ideology’s prescriptions. For instance, a major tussle between conservatives and liberals in the 

US is about government intervention in markets through regulation: conservatives resist 

government intervention through regulation, while liberals do not trust the big businesses to 

regulate themselves and therefore favor regulation. The ideological newspapers construct the 

scandal as a demonstration that what is oppositional to their ideologies (e.g. regulation for 

conservatives or big business for liberals) is fundamentally flawed and use it as evidence for the 

aptness of their own ideological assertions, which corresponds with their disproportional use of 

evidential stigmatization by association. On the other hand, the neutral newspapers are less 

focused on promoting a certain ideology, and instead, focus more on the attributional aspects of 

the scandal. In other words, ideological newspapers stigmatize or destigmatize the focal 

organization such that it can be constructed as evidence for stigmatization of third parties or 

entities that are oppositional to the focal ideology, while the neutral newspapers stigmatize the 

focal organization and the third parties based on the attributional aspects, restricting themselves 

to the contents of the focal scandal.35 Simply put,  

Proposition 2: Ideological newspapers are more likely than neutral newspapers to event-

stigmatize or destigmatize the focal organization as a means to an end, where the end is 

the evidential stigmatization by association of third parties or entities that are oppositional 

to the focal newspaper’s ideology. 

 

                                                           
35 There is much simpler evidence for proposition two. I found that ideological newspapers engage in stigmatization 

by association (of both types) significantly more than neutral newspapers. Instead of using this evidence to develop 

the proposition, I found the categorization of stigmatization by association into evidential and attributional as more 

attractive because this choice highlights the exact mechanism at play.   
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 A key feature of multiple-case study design is that although the emergent theory need not 

explain each case perfectly, it should generally fit well with the data. Importantly, the few 

discrepancies between the emergent theory and the evidence provide an opportunity for 

developing a more nuanced view of the phenomenon. I develop an additional proposition based 

on the factors that explained two of the three discrepancies.  

 The Role of Silence as a Newspaper Strategy. The emergent theory suggested that 

General Motors is less likely to be stigmatized by liberal newspapers than conservative 

newspapers because it has an association with the government. The J-F coefficient (articles) for 

General Motors is -0.54 for liberal newspapers and -0.42 for conservative newspapers. The J-F 

coefficient (newspapers) scores for liberal and conservative newspapers are -0.20 and -0.25 

respectively. The comparison based on J-F coefficient (articles) measure slightly contradicts the 

emergent theory, while the J-F coefficient (newspapers) measure provides slight support for the 

emergent theory. Understanding this difference points towards the role of silence as a newspaper 

strategy during a scandal.  

Specifically, the stigmatization of General Motors by liberal newspapers was driven by 

the New York Times that wrote 14 out of the total 29 stigmatizing articles written by liberal 

newspapers. Most other liberal newspapers did not join the New York Times in its crusade 

against General Motors, despite its high status as the leading liberal newspaper in the US. Table 

6 shows that only 8 liberal newspapers stigmatized General Motors compared to an average of 

14 liberal newspapers stigmatizing the non-government associated organizations. The number of 

liberal newspapers that stigmatize General Motors is only less than those that stigmatize Fannie 

Mae (5). Because the safety issues of General Motors in 2014 were very similar to those of 

Toyota in 2010 and because liberal newspapers severely stigmatized (what turned out to be in the 
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end unfounded stigmatization) Toyota for similar misconduct, it would be clearly hypocritical of 

liberal newspapers to now destigmatize an ideologically aligned organization. Also, liberal 

newspapers throughout the sample tend to destigmatize corporations less. It therefore can be 

inferred that liberal newspapers chose to stay silent about the scandal.  

A similar strategy to stay silent can be inferred from the behavior of conservative 

newspapers regarding WorldCom, Firestone, and Ford – three scandals on which the 

conservatives did not write destigmatizing articles.36 This point cannot be clearly illustrated for 

conservative newspapers through the number of stigmatizing newspapers measure because there 

are fewer conservative newspapers in the sample (and in general too). It is however clear through 

the number of articles that the conservative newspapers write (conservative newspapers tend to 

be business dailies; therefore, a typical conservative newspaper writes more newspaper articles 

about corporations than a typical liberal newspaper). While liberal newspapers were severely 

stigmatizing WorldCom, Ford, and Firestone, the conservative newspapers barely wrote about 

the three organizations as shown in Table 6. In other words, they chose to be silent on these 

scandals as did the liberal newspapers during General Motors scandal. Accordingly, I propose:  

Proposition 3: Ideological newspapers use silence as a strategy about the ideologically 

aligned organization during a scandal, when these newspapers cannot or chose not to 

destigmatize the focal organization. 

 

 Discussion. This study informs the extant literature in several ways. First, prior research 

suggests that core organizational stigma is the result of the contradiction between norms and 

values of the audiences and the core-activities and products of the organization (Helms & 

                                                           
36 One possible reason why conservative newspapers wrote a significant number destigmatizing accounts about 

Volkswagen (2015) and Toyota (2009) compared to those for Ford/Firestone (2000) and WorldCom (2002) is the 

increasing animosity between liberals and conservatives over time. Also, at least in the WorldCom scandal, there 

was not much to write to destigmatize WorldCom even though initially the Wall Street Journal wrote a few 

destigmatizing articles about WorldCom but then stopped once the facts underlying the audacity of WorldCom 

misconduct became clear.  
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Patterson, 2014; Hudson, 2008; Hudson & Okhuysen, 2015; Vergne, 2012; Tracey & Phillips, 

2016). Despite the surge in work on core organizational stigmas, we do not know much about the 

stigmatization of organizations whose core activities and products are generally accepted but are 

stigmatized because of negative events (Mishina & Devers, 2012). This study adds that such 

organizations may still have structures and relationships that are negatively characterized from 

the perspective of a specific ideology. The discovery of a negative event at the organization with 

negative ideological characterization provides an opportunity to the newspapers of opposition 

ideologies to discredit the focal organization. Newspapers seize this opportunity to stigmatize not 

only the focal organization but also to stigmatize by association the relevant third entities to 

assert their ideology. The newspapers of the aligned ideology (i.e. in whose eyes the focal 

organization has a positive or neutral characterization) counter such stigmatization. Accordingly, 

event-stigma is the result of this competition between newspapers of different ideologies to 

assert or defend the veracity of the focal ideological beliefs; the objective characteristics of the 

misconduct such as its severity and controllability are used as auxiliary arguments to support the 

conclusion suggested by the ideology of the newspapers. By highlighting that stigmatization of 

organizations during events is a discursive competition grounded in ideology, this study 

contributes to the research that aims to understand the event-stigmatization of organizations that 

are not core-stigmatized.  

 Second, a significant body of research focuses on stigmatization by association. 

Organizational stigma may spillover from the focal organization to other organizations of the 

same industry, alliance partners, and clients (Bruyaka et al, 2018, Jonsson et al., 2009; Jensen, 

2006). This study adds that stigmatization by association does not only affect associated actors 

but also relates to associated abstract concepts (e.g. regulation; big business). The key 
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mechanism proposed in prior literature for stigmatization by association is inherently cognitive 

as suggested by Jonsson et al., (2009: 195), “individuals observe a single act of deviance, 

interpret it as potentially harmful or contrary to social norms, and proceed to incorporate the 

possibility of such events into their general knowledge about organizations”. In other words, 

stigma by association is proposed to take place because the misconduct at focal organization 

signals that other similar organization might have engaged in similar misconduct (Naumovska & 

Lavie, 2019). This study adds that stigmatization by association by newspapers during a negative 

event takes place not because the focal misconduct signals the culpability of associated entities 

but because the focal misconduct provides evidence for the previously held negative ideological 

assertions about the associated entities. This is an important distinction because the focal 

misconduct does not trigger the doubts about the associated entity, instead, it provides evidence 

for the doubts already held by the stigmatizer about the associated entity and is based on 

ideology. Further, the stigmatization by association through the mechanism proposed in this 

study is not a cognitive process, instead, it is a strategic process to enhance or protect the focal 

ideology.  

 Finally, in addition to the more specific contributions to the organizational stigma 

literature, this study also contributes to the organizational social evaluations literature. Bitektine 

(2011) observes that organizational scholars have implicitly adopted the ‘organization’s 

perspective’ in their examination of social evaluations of organizations. While the 

‘organization’s perspective’ has improved our understanding of how organizations influence and 

are influenced by social evaluations, this has come at the cost of assigning organizational 

audiences a passive role. That is, audiences who evaluate are, ironically, assumed to be at the 

receiving end of the discourse. Bitektine (2011) suggests focusing on the dynamics of the 
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evaluators for gaining a better understanding of their evaluation of organizations (also see 

Jensen, Kim, and Kim, 2012). By highlighting the role of newspapers’ ideology, this study 

suggests that organizations are not evaluated by a homogeneous set of evaluators. Evaluators, 

such as newspapers, analysts, rating agencies are heterogenous and the sources of this 

heterogeneity – such as the role of ideology among newspapers – ought to be considered when 

examining organizational social evaluations. In other words, this study demonstrates the 

importance of the heterogeneity of the evaluators for a fuller understanding of the organizational 

social evaluations.  

CONCLUSION 

 Negative organizational events are common as well as consequential phenomena. Despite 

the suggestions in prior literature that negative events may result in event-stigma for the focal 

organization, prior research has paid scant attention to how event-stigma is manifested during a 

negative event and how the objective characteristics of the focal misconduct such as its severity 

and controllability contribute to event-stigmatization, and how the heterogeneity within a 

specific stakeholder group affects the dynamics of stigmatization. Focusing empirically on 

stigmatization by newspapers during organizational scandals, this study suggests that event-

stigma is a continuous construct that results from competition between newspapers to stigmatize 

or destigmatize an organization. Event-stigma is primarily driven by the negative 

characterization of an organization based on the ideology of the focal newspaper and not by the 

objective characteristics of the focal misconduct. These conclusions are reached through an 

inductive study of scandals of ideologically neutral organizations (i.e. these organizations in 

themselves do not clearly endorse a specific ideology, though they still have negative, neutral, or 
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positive characterization in the eyes of the focal newspaper’s ideology), therefore, the 

conclusions may not apply to those organizations that endorse a specific ideology.  
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TABLE 1: Summary of the six scandals 

Scandal Summary 

Ford/Firestone tire 

failures scandal, 

2000-01 

Firestone is a tire manufacturer whose tires for Ford Motor vehicles had an unusually high rate 

of failure in the late 1990s. The government authorities opened an investigation in March 2000, 

however, the scandal started in August 2000 when news came out that the two companies may 

have known about the tire failures but failed to inform their customers or act on the problem. 

The potential misconduct and its aftermath received intense media coverage in 2000-2001. 

Around 1700 articles were written about the scandal by the major US newspapers.  

WorldCom earnings 

restatement scandal, 

2002-03 

WorldCom was the second-largest long-distance phone company in the US. The company 

shocked the markets in June 2002 by announcing that its financial statements needed a 

restatement of $3.8 billion. It further announced a restatement of $3.3 billion in August 2002, 

which led to the company’s bankruptcy. WorldCom bankruptcy at the time was the largest 

bankruptcy in US history. The major newspapers wrote around 3500 articles about the 

WorldCom scandal in 2002-2003. 

Fannie Mae 

earnings restatement 

scandal, 2004-05 

Fannie Mae is a government-sponsored entity (GSE) that is listed as a public limited company 

on a stock exchange and it operates in the secondary mortgage market. In September 2004, 

federal investigations revealed that Fannie Mae defrauded investors by showing smoothly 

growing earnings through the use of creative accounting practices. Fannie Mae later made a 

restatement in which it revealed a reduction of $6.3 billion in earnings, making it one of the 

largest restatements in US history. 1050 articles were written about the Fannie Mae scandal in 

major US newspapers in 2004-2005. 

 

Toyota Motor 

unintended 

acceleration 

scandal, 2010-11 

A 911 call became viral when a man called 911 to seek help with his car that he is trying to 

stop but the brakes are not working. The car crashed and everyone in the car died. The car was 

from Toyota Motors; similar other problems of brake failures and unintended acceleration were 

alleged to be present in Toyota vehicles, resulting in a scandal. It was alleged that Toyota 

officials were aware that these problem were present in several Toyota models but failed to 

inform the customers or take corrective action. The potential misconduct and its aftermath 

were reported in a total of around 950 articles in the major US newspapers in 2010-2011.  

 

General Motors 

faulty ignition 

switch scandal, 

2014-15 

In March 2014, problems about the faulty ignition switches of the General Motor vehicles were 

revealed, stimulating questions about whether the company knew of these problems. Evidence 

surfaced that some engineer at one of the General Motors plants knew of the problem but 

swept it under the rug. General Motors was severely scrutinized for these problems and for its 

slow response to the problem, reflected in around 2300 articles in the major US newspapers in 

2014-2015. 

 

Volkswagen 

emissions scandal, 

2015-16 

Volkswagen emissions scandal started in September 2015 when it was alleged that 

Volkswagen had installed a ‘defeat device’ in its vehicle. The defeat device made 

Volkswagen’s vehicles appear far less polluting during emissions testing than they are during 

regular use. Volkswagen admitted to installing the defeat device. The major US newspapers 

wrote a total of around 2500 articles about the Volkswagen scandal in 2015-2016. 

 

Note: The major newspapers referred to in the table are those newspapers that are categorized as such in the Factiva 

database.  
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TABLE 2: List of Newspapers and their Ideology 

 

 

 

 

 

Conservative 

Newspapers 

 

Barron's, Blade Toledo, Chicago Daily Herald, Chicago Tribune, Cincinnati 

Post, Deseret News, Detroit news, Dow Jones, Investor's Business Daily, 

Lancaster New Era, Las Vegas Review-Journal, MarketWatch, New York 

Post, Orange County Register, Wall Street Journal 

 

 

 

 

 

 

 

 

 

Liberal 

Newspapers 

 

Arizona Daily Star, Atlanta Journal Constitution, Baltimore Sun, Bangor 

Daily, Boston Globe, Buffalo News, Capital Times, Charleston Gazette, Los 

Angeles Daily News, Morning Star, New York Times, New Yorker, 

Newsweek, Palm Beach Post, Philadelphia Inquirer, Philadelphia Daily 

News, Pittsburgh Post-Gazette, Portland Press Herald, Press Democrat,  San 

Jose Mercury News, Saint Paul Pioneer Press, San Jose Mercury News, 

Seattle Times, St. Louis Post-Dispatch, St. Petersburg Times, Star Tribune, 

Tampa Bay Times, The Capital, The Commercial Appeal, The Record, 

Uwire-UMichiganstate, Uwire-Uflorida, Uwire-Uiowa, Uwire-Umichigan, 

Uwire-Uminnesota, Washington Post, Wisconsin State Journal, York Daily 

Record 

 

 

 

 

 

 

 

 

Neutral 

Newspapers 

 

Broward Daily Business Review, Central Penn Business Journal, Christian 

Science Monitor, Chronicle of Higher Education, Colorado Springs Gazette 

Telegraph, Columbian, Crain's Chicago Business, Crain's Detroit Business, 

Daily Camera, Daily Leader, Evansville Courier & Press, Grand Rapids 

Business Journal, Hackensack Record, Hattiesburg American,  Investment 

Management Weekly, Los Angeles Business Journal, New Gazette 

Champaign, New York Daily News, Newsbyte News Network, Pensions & 

Investments, Sun Herald, The Gazette, Rich Tosches, The Recorder, USA 

Today, Ventura County Star, Wichita Eagle 
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TABLE 3(a): Types of Stigmatizing Articles 

 Ford  Firestone  WorldCom  Fannie Mae 

 2000   2002   2002   2004 

Negative 

labels 
#NA  Firestone tire flap; 

FireStonewalling 
 

WorldCon; Mammoth 

corporate dreadnought; 

House of Cards. 

 
Fannie Mae Enron; Frankenstein-

like; Hurricane Fannie Mae; 

Fannie the Centaur.  

Negative 

accounts 

Ford will persist in believing 

that it is more profitable to pay 

compensation for injuries and 

deaths caused by unsafe 

products than to expend a 

substantial amount of redesign 

and retool so as to build a safer 

product. 

 

Discussions of corporate 

accountability from now on will 

invoke the name Firestone as a 

case study in consumer abuse.  

 

WorldCom's disclosure that 

it overstated cash flow by 

more than $3.8 billion since 

2000. Holy Toledo.  

 

This practice fits with a Fannie 

corporate culture that the report 

says considered volatility 

"artificial" and measures of 

precision "spurious". The 

disturbing culture was apparent in 

Fannie's manipulation of its 

derivative accounting. 

Endorsing 

punishment 

I urge all of you who are 

concerned about public safety 

and who find Ford's cavalier 

attitude unacceptable to make 

your feelings known to your 

legislators and to Ford 

directly… Unless and until Ford 

feels some impact in its bottom 

line, my small voice, and yours, 

will never be heard. 

 Firestone deserves to pay the 

price. 
 

President Bush has vowed to 

"hold people accountable" 

for the WorldCom scandal. 

Okay. We should start 

by exchanging the culprits' 

pinstripes for prison stripes. 

These scamsters are no better 

than highway robbers. 

 

But the most important response 

to Fannie Mae's humiliation goes 

beyond punishment of 

individuals… Federal oversight of 

Fannie has traditionally been 

light, not least because of the 

lender's clout in Congress. It is 

time to invigorate it. 
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TABLE 3(a): Types of Stigmatizing Articles (continued) 

 Toyota  General Motors  Volkswagen 

 2010   2014   2015 

Negative labels 
Sleeping Toyota time bomb; 

Runaway Toyotas. 
 Government Motors; GM DeathTraps.  Cheaters; Insanely stupid; A 

criminally tarnished brand. 

Negative 

accounts 

In the distance, high up on the far 

wall, was the word "TOYOTA" in 

red. The letters looked a little faded. 

And I do not think it was my 

imagination. 

 
The problem at GM is cultural; lots of 

otherwise good people doing the easy 

thing.  

 

Unless it had been caught out trying 

to use protected species for its 

leather seats, or supplying free 

SUVs to Islamic State, it is hard to 

imagine how the news could have 

been much worse for Volkswagen. 

Endorsing 

punishment 
#NA  

Penalty to General Motors should be 

severe for leaving its customers and others 

exposed to grave risk. 

 

The U.S. government must show 

that it will not tolerate systematic 

and brazen lawbreaking. I can - and 

it should - pursue heavy fines 

against the company and criminal 

charges against individual 

executives. 
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TABLE 3(b): Types of Destigmatizing Articles 

 Ford  Firestone  WorldCom  Fannie Mae 

 2000   2002   2002   2004 

Positive 

attributes 
#NA  

More than 2,200 residents work 

at the Firestone plant. Its yearly 

payroll exceeds $100 million. 

 

[WorldCom indictment] would 

almost certainty lead to the loss 

of thousands more jobs and 

decrease the possibility that 

creditors might salvage even a 

portion of their investments. 

 

Fannie Mae plays an important 

role in keeping U.S. home 

mortgages rates low compared to 

the rest of the world. Mortgages 

are thus more available to lower-

income home buyers… A 

crashed Fannie Mae would not 

be there to play that role. 

Sympathy  

The media pundits, Congress, 

Janet Renos' otherwise-

moribund Justice Department, 

self-proclaimed safety experts, 

ambulance-chasing trial lawyers, 

and advocacy groups 

everywhere demanding 

punishments that range from 

public lynching to legal 

settlements equalling the gross 

domestic product of Taiwan. 

 

None of this [destigmatizing 

arguments] will be any help to 

Ford or Firestone, of course. 

When a negative story gets lifted 

to such pyrotechnical 

prominence, public relations in 

the only calculus that matters. 

 

[Federal officials hungry for 

public recognition] called a self-

congratulatory press conference, 

at which they avoided any 

acknowledgment that WorldCom 

had discovered its own problems 

with no help from the cops and 

had turned itself in. 

 

 

Perhaps the most surprising 

thing about the recent bad news 

at Fannie Mae is that investors 

greeted it with a yawn… Clearly, 

investors are drawing the right 

conclusion, at least for now: the 

problems at Fannie Mae are 

more political than economic. 

No clear 

attribution  

Although the tires recalled for 

safety reasons are standard on 

Ford products, the automaker is 

not directly responsible for their 

manufacture. Firestone is.  

 

Regardless of whether the blame 

lies with Firestone or Ford, all 

parties agree that excessive heat 

causes some treads to peel off 

the tires. 

 #NA  #NA 
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TABLE 3(b): Types of Destigmatizing Articles (Continued) 

 Toyota  General Motors  Volkswagen 

 2010   2014   2015 

Positive 

attributes 

Toyota has 30,000 U.S. 

employees, to say nothing of 

those who work at its 1,200 U.S. 

dealerships 

 

Call it a say move as GM 

positions itself to re-enter 

contract negotiations with 

United Auto Workers, or look at 

it less cynically as an act of 

conscience. The carmaker has 

had its share of defects. 

Management, right now, isn't 

among them.  

 #NA 

Sympathy  

Hell, in modern imagination, is 

not a place of fiery lakes and 

acrid fumes. It’s a maze of 

deposition rooms you can't 

escape, where nothing is what it 

seems. That's where Toyota has 

landed. 

 

 #NA  

Lions and tigers and 

Volkswagens! Oh, my! We're 

under assault by a Teutonic 

Terror… And people are dying. 

"Quatsch" as they say in 

German. Nonsense! It's just 

another car mass hysteria. 

No clear 

attribution  

Data would be nice, but there 

isn't much to rescue us from 

endless, bottomless speculation. 

How many complaints of 

unintended acceleration received 

by Toyota credibly suggest a 

defect is to blame rather than 

driver error? 

 

Notice how reporters and editors 

of the Times unconsciously 

humanized these corporations: 

General Motors "approved"…. 

[these] are human activities that 

require the use of our minds, and 

corporations, of course, have no 

minds. 

 

The fraud at Volkswagen was 

not quite as pervasive as at 

Enron, where a whole company 

was built on misleading 

accounting practices. 

 

 



 
 

169 
 

TABLE 3(c): Types of Neutral Articles 

 Ford  Firestone  WorldCom  Fannie Mae 

 2000   2002   2002   2004 

Both sides of 

arguments 

That's not to say that Firestone 

and Ford should escape 

punishment if the evidence 

supports civil liability or even 

criminal sanctions. 

 

This year's worst tire disaster 

claimed more than 100 lives.. 

The tires were manufactured not 

by Firestone, but by Goodyear… 

None of this is to suggest that 

current Firestone/Ford tire fiasco 

isn't newsworthy. 

 

The WorldCom executives who 

acted unethically or illegal have 

no excuse. But neither do the 

economic gurus who didn't want 

to hear about non-existent assets 

or inflated stocks or ludicrous 

expectations, but only the 

fantasy of endless, painless 

profits. 

 

Without in any way making 

excuses for Fannie and Freddie, 

the questionable character of 

FAS 133 is the ghost at the feast 

of their accounting scandal. 

Business 

impact  

Investors have been hoping for 

relief in the form of $4.3 billion 

stock buyback. But there's 

growing worry on Wall Street 

that, for publicity [of scandal] 

reasons, Ford will have to slam 

the brakes on any stock buyback. 

 

The debate about how to dispose 

of the nation's used tires is being 

brought to the forefront by the 

massive Firestone tire recall.  

 

[WorldCom] may go bankrupt, 

but all you Internet users out 

there, don't worry. The 

subsidiary that provides 

networks for half of Internet use 

and 70 percent of email use will 

stay in business. 

 

Fannie will survive its 

accounting woes, buts future 

probably includes slower growth 

and a less buoyant stock. 

No mention 

of scandal 

GM has erased much of the 

credibility in their earth-friendly 

fuel cell image. They need to 

take a cue from Ford, which 

recently announced plans to 

scale back their SUV operations. 

 #NA  #NA  

The Realtors will join with 

Fannie Mae in Arizona to 

promote employer- assisted 

housing programs for companies 

all sizes. 
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TABLE 3(c): Types of Neutral Articles (Continued) 

 Toyota  General Motors  Volkswagen 

 2010   2014   2015 

Both sides of 

arguments 

Perspectives must be kept. 

Toyota is not the only 

automaker to be afflicted by 

safety problems requiring mass 

recalls. 

 
[the company ]has learned a 

lesson and won't drag its heels 
 

VW deserves to pay for any 

intentional wrongdoing, but the 

rest of the industry and the 

country need to know whether 

this is the great deception that 

EPA alleges or the kind of well-

know regulatory trade-off that is 

being harshly punished for the 

first time. 

Business 

impact  

One can only wonder how 

spectacular Toyota Motor's 

profit comeback might've been, 

if not for its recent woes. 

 

GM's recent recalls are 

potentially the most damaging… 

And it comes as some of GM's 

new models have wowed 

reviewers. 

 

What this does to Volkswagen's 

business is another concern… 

Volkswagen at least has some 

balance that can absorb some 

unease 

No mention of 

scandal 

A few customers can also 

volunteer for a new program to 

test drive plug-in-hybrid 

vehicles (PHVs) from Toyota. 

 

Shares of GM and Ford are 

cheap and may be propelled by 

popular new models. 

 

Volkswagen's new "Strategy 

2025" contains plenty of eye-

catching projections and 

promises. 
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TABLE 4: Event Stigma 

              

Organization Ford  Fireston

e 
 WorldCo

m 
 Fannie 

Mae 
 Toyota  General 

Motors 
 Volkswage

n 
              

Year 2000   2002   2002   2004   2010   2014   2015 

Total articles  67  67  94  46  129  88  77 

Stigmatizing articlesa 38  50  79b  30c  42  52  41 

Neutral articles 22  10  13  11  48  32  25 

Destigmatizing articles 7  7  2  5  39  4  11 

Stigmatizing newspapersa 21  23  38b  10c  16  14  14 

Destigmatizing newspapers 6  6  2  5  16  4  3 

Neutral newspapers 16  6  9  9  21  11  8 

J-F coefficient (articles)a -0.39  -0.56  -0.80b  -0.47  -0.01c  -0.51  -0.31 

J-F coefficient (newspapers)a -0.27  -0.39  -0.70b  -0.14  0.00c  -0.27  -0.36 

 
             

Event Stigma Medium  Medium  High  Low  Low  Medium  Medium 

                            
a These are the four measures of event-stigma. 

b This value is one standard deviation above the mean of the focal measure of event-stigma, implying high event-stigma 

c This value is one standard deviation below the mean of the focal measure of event-stigma, implying low event-stigma. 
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TABLE 5: Severity and Controllability of Misconduct and Event-Stigma 

 
             

Organization Ford  Firestone  WorldCom  Fannie 

Mae 
 Toyota  General 

Motors 
 Volkswagen 

              

Year 2000   2002   2002   2004   2010   2014   2015 

              

Misconduct Type Safety  Safety  Financial  Financial  Safety  Safety  Environmental 

Allegations of deaths attributed 190  190  NA  NA  37  124  NA 

Restatement amount (billions) NA  NA  7.2  6.3  NA  NA  NA 

Fines (billions) 0  0  0.5  0.4  1.2  0.9  14.7 

Criminal proceedings No  No  Yes  No  Yes  Yes  Yes 

No. of cars recalled (millions) 8  8  NA  NA  9  2.6  11 

CEO resignation/Firing Yes  Yes  Yes  Yes  No  No  Yes               

Severity  Low  Low  High  High  Low  Low  High 
 

             
Active vs. Passive misconduct Passive  Passive  Active  Active  Passive  Passive  Active 

Top Management knew Maybe  Maybe  Yes  Yes  Maybe  No  Yes 
              

Controllability Low  Low  High  High  Low  Low  High 
              

Expected Stigmaa Low  Low  High  High  Low  Low  High 
              

Event-stigma (observed)b Mediumc   Mediumc   High   Lowc   Low   Mediumc   Mediumc 

a Expected stigma is based on the severity and controllability of the focal misconduct - the two determinants of organizational stigma proposed in the literature. 

b Observed event stigma is taken from Table 3. 

c Discrepancy between the expected stigma and the observed event stigma.           
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TABLE 6: Event-Stigma by Newspaper Ideology 

Org. 
Newsp. 

Ideology 

Total 

articles  

Stig. 

articles 

Neutral 

articles 

Destig. 

articles 

Stig. 

newsp. 

Neutral 

newsp. 

Destig. 

newsp. 

J-F 

Coef. 

(articles) 

J-F 

Coef. 

(newsp.) 

Event-

Stigma 

Toyota 

Conservative 56 6 24 26 3.00 5 7 0.29 0.36 Destig. 

Liberal 54 25 17 12 9 10 8 -0.16 -0.02 Mixed 

Neutral 19 11 7 1 4 6 1 -0.48 -0.22 Stigma 

 
          

 

Fannie Mae 

Conservative 18 12 6 0 2 4 0 -0.67 -0.33 Stigma 

Liberal 20 10 5 5 5 5 5 -0.17 0.00 Mixed 

Neutral 8 8 0 0 3 0 0 -1.00 -1.00 Stigma 

 
          

 

General 

Motors 

Conservative 34 16 17 1 3 2 1 -0.42 -0.25 Stigma 

Liberal 44 29 12 3 8 7 3 -0.54 -0.20 Mixed 

Neutral 10 7 3 0 3 2 0 -0.70 -0.60 Stigma 

 
          

 

Ford 

Conservative 10 3 4 3 3 2 2 0.00 -0.09 Mixed 

Liberal 51 31 17 3 15 13 3 -0.50 -0.32 Stigma 

Neutral 6 4 1 1 3 1 1 -0.40 -0.30 Stigma 
            

Volkswagen 

Conservative 36 6 20 10 2 3 2 0.07 0.00 Destig. 

Liberal 38 32 5 1 10 5 1 -0.79 -0.51 Stigma 

Neutral 3 3 0 0 2 0 0 -1.00 -1.00 Stigma 

 
          

 

Firestone 

Conservative 10 4 3 3 4 3 2 -0.06 -0.15 Mixed 

Liberal 51 41 7 3 15 4 3 -0.69 -0.45 Stigma 

Neutral 6 5 0 1 4 0 1 -0.56 -0.48 Stigma 

 
          

 

WorldCom 

Conservative 19 11 6 2 6 2 2 -0.40 -0.30 Mixed 

Liberal 53 49 4 0 18 4 0 -0.92 -0.82 Stigma 

Neutral 22 19 3 0 14 3 0 -0.86 -0.82 Stigma 
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TABLE 7: Type of Stigma by Association and Newspaper Ideology 

Newspaper 

ideology 
Type of article Articles   

Percentage 

of SBA 

articles 

  

Percentage 

of Total 

articlesa 

Conservative 

Attributional stigma by association 8  14%  4.4% 

Evidential stigma by association 50  86%  27.3% 

Stigma by association (SBA) - Total 58  100%  100% 
 

     
 

Liberal 

Attributional stigma by association 37  22%  11.9% 

Evidential stigma by association 130  78%  41.8% 

Stigma by association (SBA) - Total 167  100%  100% 
 

     
 

Neutral 

Attributional stigma by association 12  40%  16.2% 

Evidential stigma by association 18  60%  24.3% 

Stigma by association (SBA) - Total 30   100%   100% 
a The total number of articles written by conservative newspapers is 183, by liberal newspapers is 311 and by neutral 

newspapers is 74. 
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                               Note: The greater the difference in J-F coefficients, the greater the stigmatization by liberal newspapers.  
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FIGURE 1: Difference between J-F coefficient of Liberal and Conservative Newspapers

Diff. in J-F coef. (articles), Liberals minus conservatives Diff. in J-F coef. (newspapers), Liberals minus conservatives
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FIGURE 2. Event-Stigma by Newspapers of Different Ideologies for Government Associated vis-à-vis 

Non-Government Associated Organizations 
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Note: The bars reflect the difference in the mean of the two types of stigma by association for 

Ideological and neutral newspapers (evidential minus attributional). The greater the difference, the 

greater the evidential stigma by association by the focal type of newspapers. 

FIGURE 3. Difference in Evidential Stigma by Association and Attributional Stigma 

by Association for Ideological and Neutral Newspapers 
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GENERAL CONCLUSION 

 Organizational misconduct is a complex and ambiguous phenomenon. Uncertainty looms 

large around whether the focal action constitutes misconduct, whether the focal actor is guilty of 

the action, and whether it is fitting to pursue a punitive action against the focal actor. These 

factors necessitate discretion and judgement on part of the audiences, which in turn, results in 

inconsistency in punitive reactions to organizational misconduct. In this dissertation, I focused 

on understanding the variation in reaction to organizational misconduct by social control agents. 

Social control agents are societal actors endowed by the state or by the public at large to enforce 

the norms and rules and to sanction the violators. The decision of social control agents to attend 

to an organization’s misconduct has severe negative consequences for the focal organization and 

a summation of such decisions over time influences the extent of social control in the society. 

Importantly, social control agents are neither indifferent nor apolitical actors; they differentially 

attend to instances of misconduct based on several factors including self-interest, organizational 

constraints, and societal pressures, among others. Because the reaction of social control agents to 

alleged misconduct is consequential at organizational and at macro level and because these 

decisions are discretionary, it is important to understand the variation in social control agents’ 

reaction to misconduct.  

In this regard, the first chapter of the dissertation explains why it is difficult to punish 

high-status organizations for their misconduct, and how the eruption of a widespread scandal 

creates an opportunity for social control agents such as the Securities and Exchange Commission 

(SEC) to punish – and possibly weed out – the high-status fraudulent organizations. The second 

chapter explains how the ideology of news organizations and its (mis)alignment with the 

ideology of the fraudulent organizations influence the extent to which a fraudulent organization 
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receives negative news coverage. Finally, the third chapter explicates how the negative 

characterization of an organization in the eyes of the focal news organization’s ideology 

influences the extent to which the news organization stigmatizes this organization during a 

scandal. Overall, the dissertation speaks to the research that seeks to understand the variation in 

audiences’ reaction to organizational misconduct (Barnett, 2014; Greve, Palmer, & Pozner, 

2010) and seeks to explain the role of status (Adut, 2005; 2008; Graffin, Bundy, Porac, Wade, & 

Quinn, 2013; Jensen, 2006; McDonnell & King, 2018; Sharkey, 2014) and of ideology (Gupta, 

Briscoe, & Hambrick, 2017; Ingram & Simons, 2000; Jost, 2006; Simons & Ingram, 2004) in 

explicating why social control agents attend to some instances of organizational misconduct and 

not to others.  

In addition to the specific contributions discussed in in each chapter separately, the 

general contribution of the dissertation is to delineate the mechanisms through which status and 

ideology affect key social outcomes. In what follows, I expand on these status and ideology 

mechanisms.  

Hierarchy is a key feature of any social system, from a household to complex 

organizations and from street gangs to markets. Social status is the hierarchical position an actor 

occupies within a social system, which is important because the environment in which social 

actors operate is marred by uncertainty that makes it difficult for audiences to judge the extent to 

which a social actor is a worthy entity for economic and social exchange. An actor’s higher 

status position magnifies the actor’s perceived worthiness whereas an actor’s lower status 

position diminishes its perceived worthiness (Gould, 2002; Podolny, 1994). As a result, social 

and economic resources and opportunities typically accrue disproportionally to actors higher in 

the hierarchy, which in turn increases their performance and survival (Jensen, Kim, & Kim, 
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2012). The advantages of high-status positions are often taken-for-granted in the context of 

misconduct. Sutherland (1940) famously observed that misconduct is understood to be prevalent 

among those lower in the social hierarchy; misconduct by the occupants of higher-status 

positions is not even recognized by the society as a crime. Accordingly, high-status actors have 

greater leverage in deviating from the established rules and norms (Phillips & Zuckerman, 2001). 

When high-status actors are alleged to violate these rules and norms, they typically get away 

with minimal repercussions (Sharkey, 2014; Giordano, 1984; Grattet, 2011). Recent work, 

however, paints a starkly different picture and suggests that punishment for misconduct accrues 

disproportionally to high-status actors (Adut, 2005; 2008; Graffin, Bundy, Porac, Wade, & 

Quinn, 2013; Jensen, 2006). What explains this contradiction?  

In the first chapter of the dissertation, it is suggested that both these outcomes are indeed 

possible because some characteristics of high-status may make status an asset and others may 

make it a liability. Status therefore is a two-edged sword, which in turn makes it important to 

explicate the factors that correspond to the two edges of the status sword. Specifically, high-

status positions are associated with a perception of higher legitimacy, higher trustworthiness, and 

higher power. These perceptions are magnified in the absence of objective information about the 

focal organization or about the focal context such as in the context of misconduct, which may 

enable high-status actors to escape punishment for misconduct. High-status positions however 

accrue greater expectations, greater visibility, and greater envy from audiences as well. The key 

message of the first chapter is that the six factors associated with status effects (legitimacy, 

trustworthiness, power, expectations, visibility, and envy) are typically present in most contexts, 

however, it is the characteristics of the context which determine when and how a specific factor, 

or a set of factors, is activated and influences the outcome of interest. This point is manifested 
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clearly in the context of a widespread scandal: a scandal diminishes the factors that make status 

an asset and magnifies the factors that make status a liability, and as such overall, status becomes 

a liability during a scandal.  

Beyond the context of punishment for misconduct, what this signifies is that when status 

is understood to have a positive or a negative effect in a given setting, it is important to theorize 

what happened to the other side of the status. If status has a negative (positive) effect, what 

explains the absence of mechanisms that could have made it a positive (negative) effect? This is 

especially pertinent in recent work highlighting the negative aspects of occupying high-status 

positions (e.g. Bothner, Kim, & Smith, 2012; Graffin et al., 2013; Jensen, 2006; Jensen & Kim, 

2015; Krishnan and Kozhikode, 2015). This work suggests, for example, that winning or being 

nominated for an Oscar award, namely obtaining a high-status position in performance arts, 

increases the likelihood of a divorce for the focal actor (Jensen & Kim, 2015), however, it does 

not take into account whether, for example, an Oscar winner’s pool of potential marriage 

partners increases after receiving the award and whether the actors who divorce after winning an 

Oscar may be happier with a higher quality partner after the divorce. Overall, status is typically 

an asset: if status is found to have a negative effect, not only do the factors that lead to the 

negative effect need an explanation but also an explanation is necessary of the absence of factors 

that typically make status an asset.  

Further, the second and the third chapters of the dissertation focus on ideology as the key 

construct around which theorizing of punishment for misconduct revolves. In the past two 

decades, the work in Political Psychology by John T. Jost and colleagues has gained significant 

traction (Jost, Federico, & Napier, 2009; Jost, Glaser, Kruglanski, & Sulloway, 2003) and has 

brought an end to “the end of ideology” thesis that was prevalent in post-world war 2 social 
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sciences (Jost, 2006). Specifically, John T. Jost’s work on ideology has been cited more than 

34,000 times according to Google Scholar in not only Psychology literature but also in literatures 

as diverse as Sociology, Political Science, Economics, Law, Finance, and Management. 

Thousands of studies across different disciplines (albeit typically restricted to Western, 

especially US settings) have shown ideology to have significant influence at the micro (Jost et 

al., 2003; 2009), meso (Gupta, Briscoe, & Hamrick, 2017; Simons & Ingram, 1997) and macro 

levels (Barnett & Woywode, 2003; Simons & Ingram, 2004). The crux of the John T. Jost and 

colleagues’ work is that the ideology individuals adhere to is an expression of their deeply rooted 

psychological needs and motives, and as such, individuals adopt an ideology that matches and 

satisfies their psychological needs and motives. Ideology therefore is a salient driving force of 

human action (it does not matter whether the focal individuals consciously enact their ideologies 

or whether they even know that they have a certain ideology). Building on this insight, recent 

studies have found, for example, how liberal managers provide greater opportunities to female 

employees (Briscoe & Joshi, 2017; Carnahan & Greenwood, 2017) and how conservative 

managers engage in less risky corporate behavior (Christensen, Dhaliwal, Boivie, & Graffin, 

2014; Hutton, Jiang, & Kumar, 2014).  

In line with the extant ideology literature, the second and third chapters of the dissertation 

theorize the effect of ideology on how news organizations report about fraudulent firms and how 

news organizations stigmatize an organization during a scandal. Specifically, Jost and colleagues 

and the extant work that follows conceptualize ideology along the conservative-liberal 

continuum (Jost et al., 2009). Conservatism is associated with the preservation of established 

structures and with acceptance of inequality, while liberalism is associated with a struggle for 

change and with rejection of inequality. Building on conservatism’s association with the 
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preservation of established structures, the second chapter of the dissertation suggests that 

conservative news organizations are more likely to report negatively about fraudulent firms. This 

is because fraudulent organizations, by engaging in corporate fraud, challenge the sanctity and 

stability of an established structure, the free market, and therefore, these fraudulent organizations 

ought to be reprimanded. The third chapter of the dissertation is predicated on conservative news 

organizations’ support of the free market and the liberal news organizations’ disdain for the large 

corporations. Based on these ideological associations of the news organizations and an inductive 

study of six organizational scandals, an understanding of how and why organizations are event-

stigmatized by newspapers during organizational scandals, is developed. Therefore, in both 

chapters, I employ the conception of ideology as either conservatism or liberalism to theorize the 

news organizations’ reaction to organizational misconduct.  

Although conceptualizing ideology in terms of conservatism and liberalism is 

parsimonious and it has resulted in a vibrant stream of research, restricting ideology to merely 

conservatism and liberalism requires further discussion. Specifically, Denzau and North (1994: 

24) define ideology as “the shared framework of mental models that groups of individuals 

possess that provide both an interpretation of the environment and a prescription as to how that 

environment should be structured.” Jost and colleagues and the rest of the literature, including 

chapter 2 and 3 of my dissertation, converge on this understanding of ideology, that ideology is a 

set of ideas about what proper order is, and that groups of individuals subscribe to these ideas. 

This conception of ideology captures a near-universal phenomenon: groups of individuals 

organize themselves or come to be organized around ideas of what is proper order in a given 

space and time. At the macro level, significant proportion of the world population views 

democracy and capitalism as proper political and economic order respectively. Within a given 



 
 

184 
 

democratic and capitalist society (e.g. almost all countries in the Global North), conservatism 

and liberalism are the prevalent ideologies. Further, within conservatism and liberalism, groups 

of individuals have organized themselves into libertarians, social democrats, and social 

conservatives, among others. At the meso level, for instance in academic, groups of academics 

organize themselves around methodological individualism vs. methodological holism, 

constructionism vs. positivism, inductivism vs. deductivism, among others. Similarly, students in 

high schools organize themselves in different groups predicated on the ideas of what is proper 

order within the school environment: some group of students view challenging the authority of 

the ‘boring’ teachers and the sanctity of the ‘repressive’ school rules as proper and as ‘cool’, 

while others view spending time in the library and labs as the purpose of going to school. The 

point is that ideas of what is proper order is a powerful group denominator in a given time and 

space, and therefore, limiting ideology’s empirical manifestation only to conservatism and 

liberalism does not enable us to fully utilize the power of the ideology concept.  

For instance, the problem with thinking of ideology in terms of conservatism and 

liberalism is manifested in the US empirical context. The overarching ideologies in the American 

society are capitalism and democracy. Capitalism and democracy are undeniably ideas about 

proper order and identifiable groups of individuals do subscribe to these ideas. That begs the 

question: if the extant literature treats ideology as simply conservatism and liberalism, what are 

then capitalism and democracy? Are they liberal or conservative ideologies? Why do both 

liberals and conservatives subscribe to capitalism and democracy? In a similar vein, where do 

communism, socialism, Islamism, and so forth stand or belong? Furthermore, if the 

psychological needs and motives of individuals predict their identification with either 

conservatism or liberalism, then what explains the sharp shift of individuals from liberalism to 
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conservatism in the US during the 1970s and 1980s (Jacobs & Zelizer, 2008)? Did the 

psychological needs and motives of individuals change substantially, so much so that they 

migrated to a diametrically opposite ideology? How did liberalism that was predicated in its 

original form in the 17th and 18th centuries to minimalize government (monarch’s) intervention 

became the strongest proponent of government intervention in, for example, early 2000s 

accounting scandal? To further stretch the point being made here, if conservatives have a 

psychological need for stability and order, what explains the radical action for change by 

Islamists in different part of the world! And similarly, what explains that the anti-status-quo 

lifestyle of liberals in 1960s (the hippie movement, for example) has some tongue-in-cheek 

parallels with anti-status-quo stance of conservatives of 2010s (Donald Trump is an archetype), 

for whom political incorrectness is a trademark protest against what they think is a hegemonic 

liberal public sphere! In summary, thinking of ideology as simply conservatism and liberalism 

can be seen as lazy reductionism, and further, thinking of liberalism and conservatism as simply 

for and against change is empirically incorrect.  

If thinking of ideology as simply liberalism or conservatism is analytically limiting and 

relying on Jost and colleagues’ (2003) arguments that conservatives favor stability and liberals 

seek change is not consistent across time and space, then how can we better employ the concept 

of ideology to understand various outcomes of interest? The key idea in this dissertation is that, 

in line with the definitions of ideology in the extant literature (Jost et al., 2009), we should think 

of ideology as ideas about proper order in society that are endorsed by an identifiable group of 

individuals in a given time and space. One addition to this understanding of ideology is the level 

of analysis of ideology. Specifically, each public sphere has an overarching ideology, which may 

be similar or oppositional to overarching ideologies of other public spheres. For instance, 
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democracy and capitalism are the overarching ideologies of the US, Islamic monarchy and 

capitalism is that of Saudi Arabia, and communist-capitalism is that of China. Within each public 

sphere then, one or more ideologies typically compete: conservatism and liberalism within the 

democracy and capitalism (in the US), Sunnism and Shi’ism within Islamic ideologies (in Iraq, 

for example), among others. The point is that we live in a web of ideologies, where ideologies at 

lower level of analysis are embedded in the ideologies at higher level of analysis, and where 

ideologies at different levels of analysis and within each level of analysis compete with each 

other.  

The key mechanisms through which ideology affects outcomes of interest remain 

ideological affinity and ideological content as identified in this dissertation, however, the key 

challenge for future research is to go beyond the dichotomy of liberalism and conservatism and 

identify the content and networks of ideologies within and across different levels of analysis. 

This is important because ideas about properness are powerful stimuli in the environment that 

seep into the lives of individuals that subscribe to these ideas. Focusing on the content of 

ideologies in a given space and time will enable us to understand how adherents of an ideology 

are affected by the focal ideological content, and hence allows us to predict the outcomes of 

interest when the focal ideologue’s cognition, perception, and behavior may affect the focal 

outcome of interest. Further, ideology is the language of interests and tastes in any social setting 

and we need to understand how interests and tastes are legitimized through ideas about 

properness, and how a balance, if any, is maintained between the sanctity of ideas and that of 

interests and tastes. Overall, a given social system can be viewed as web of ideologies: 

ideologies themselves drive outcomes of interest and ideologies are used to achieve outcomes of 

interest. Because the carriers of ideologies are organizations, for example, social movement 
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organizations, news organizations, political organizations, religious organizations, civil society 

organization, the ground is ripe for organization theorists to apply the rich theories of 

organizations or develop new theories to understand the antecedents, processes, and 

consequences of ideology.  
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