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Abstract

The major objective of this research is to contribute to the academic literature by
developing a comprehensive multi-modal framework to document the impression
management strategies that might underpin the narrative and visual material
voluntarily included in corporate annual reports. The analysis takes as its starting
point the seminal work of Goffman [1959] into self-presentation, widely
acknowledged as the first comprehensive exposition of the sociological phenomenon
of impression management. The eight elements identified by Goffman in his
dramaturgical description of impression management performances are presented as
an integrated conceptual model from which such behaviour can be analysed.

Using a meso-paradigmatic approach, propositions are developed which underpin a
multi-level theory explaining how micro-level incentives motivate individual
organisational members to engage collectively in impression management behaviour
at a meso (team) level to produce macro-level organisational phenomena such as
organisational image or reputation. Prior research into impression management and
organisational phenomena has typically either anthropomorphised the organisation or
employed a personification metaphor in which the organisation is equated to an
individual to facilitate analysis. Neither of these approaches, both of which lack
empirical validity, is utilised here because the view articulated in the multi-level
theory is one of the organisation as a coalition of individual actors, working
collectively to produce what observers perceive as the actions or outcomes of the
organisation.

Focus then narrows to the use of the corporate annual report as a strategic impression
management instrument. The approach adopted is holistic and multi-modal because,
as Goffman [1959] clearly articulated, impression management performances are of
this nature. In the context of annual reporting, it is the combination of narrative and
visual report content that represents the elements of the impression management
performance. However, the question of whether mutually supportive narrative and
visual strategies are adopted within and across the various sections and subsections
of the annual reports has been largely ignored. As such, any understanding of
impression management activity in annual reports is partial at best, and it may be the
case that behaviour has been misunderstood or misinterpreted.

To facilitate the required holistic view, an integrated framework of mutually
supportive rhetorical elements for narrative and visual annual report content is
developed. This forms the basis from which three exploratory research questions are
formulated. Case study analysis of the reporting practices of five large listed
Australian companies is presented to explore these research questions. The evidence
suggests that, on the whole, the nature of voluntary disclosure in the annual reports
studied is consistent with the staging of a holistic impression management
performance in the Goffmanian sense.
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CHAPTER ONE: INTRODUCTION

1.1 BACKGROUND TO THE RESEARCH

Annual reports have traditionally been an important source of information to
stakeholders regarding company performance. Courtis [1998: 459] argues that the
annual report “facilitates the confirmation, revision and formation of readers’
expectations about a company in which they have an interest”. Although the statutory
reports and financial statements included in annual reports are regulated and subject to
audit, these are usually preceded by voluntary narrative and pictorial disclosures that are

largely unregulated.

Unregulated voluntary disclosure provides a potential avenue for preparers to behave
opportunistically to use the annual report as an impression management device. The
goal of this behaviour is to influence and control the perceptions or impressions that
others form about an entity or situation [Schneider, 1981; Leary and Kowalski, 1990;
Gardner, 1992; Winter et al, 2003]. Impression management behaviour is self-interested
and goal directed with those involved strategically managing verbal and non-verbal
behaviors to try to create the desired view [Bozeman and Kacmar, 1997].

There is general consensus that corporate annual reports are important impression
management instruments [e.g. see Salancik and Meindl, 1984; Ginzel et al, 1991; Neu et
al, 1998; Mohamed et al, 1999; Arndt and Bigelow, 2000; White and Hanson, 2002;
Sittle, 2003]. They are particularly suited to this role because they are viewed as
authoritative and legitimate documents, yet editorial control remains with those
responsible for their preparation [Neu et al, 1998; White and Hanson, 2002]. Neu et al
[1998: 269] suggest that it is the apparent credibility of the annual report and its wide
dissemination to stakeholders that provides those within the organisation with a unique

opportunity to create and promote a specific organisational image.

There are many of forms that impression management in voluntary disclosures in annual

reports may take. For example, narrative disclosures may be biased in terms of the



amount of positive versus negative news that is disclosed [Deegan and Rankin, 1996;
Deegan et al, 2000; Clatworthy and Jones, 2003; Tauringana and Chong, 2004;
Rutherford, 2005] or in terms of the attributions made for good versus poor outcomes
[Staw et al, 1983; Bettman and Weitz, 1983; Clapham and Schwenk, 1991; Aerts, 1994,
2001, 2005]. The clarity of communication may differ depending on the nature of the
news being discussed [Jones, 1988; Smith and Taffler, 1992a,b; Subramanian et al,
1993; Courtis, 2004; Li, 2006]. The particular linguistic devices and styles used in
narratives may vary with the context and nature of the disclosures made [Thomas, 1997;
Hyland, 1998; Jameson, 2000; Sydserff and Weetman, 2002].

Strategic choices in regard to imagery can also support impression management
objectives. For example Beattie and Jones [1999, 2000a,b] provide evidence of
selectivity in graph use in annual reports. They observe that graphs of key financial
variables are significantly more likely to be included in annual reports when they portray
a favorable trend. Further, graph distortion is more likely to enhance favourable trends.
Similarly, the use of photographs can be influential in signalling particular features and
supporting desired messages [Preston et al, 1995; David, 2001; Bernadi et al, 2002;
Davison, 2002].

1.2 MOTIVATION FOR THIS STUDY

The stimulus for this research derives from a need to broaden the research agenda for the
investigation of impression management and voluntary annual report content in the
accounting and accounting-related literature.  Specifically, it is motivated by an
opportunity to make a significant contribution to the conceptualisation of impression
management as an organisational activity in general, and its manifestation in annual
reports in particular. In turn this should promote an understanding of the complex
phenomenon of impression management at the organisational level that is more strongly
grounded in sound theoretical roots, and should ultimately help to refocus future

research.



Although the research examining what might be impression management behaviour in
corporate annual reports is relatively extensive, it also tends to be somewhat narrow and
fragmented in its focus. Many studies have focused on one or, at best, a few of the vast
range of phenomena that might be reflective of impression management behaviour.
However, as noted above, there are many ways in which report preparers might attempt
to influence the impressions formed by readers of reports and it may be naive to expect

that any one technique would be used in isolation or to the exclusion of others.

Further, some aspects of voluntary annual report disclosures have received much more
systematic research attention than others. Specifically, the content and characteristics of
the narrative material included in annual reports has received greater attention than have
aspects related to the use of imagery in these reports. Graphs have received relatively
less attention than their narrative counterparts and photographs even less, despite the
potential power of visual forms of communication. Other facets of reporting such as
decisions about typography, structure, the use of colour and other presentation aesthetics

have generated very little or no research interest.

Research that has adopted an impression management perspective has done so most
typically by assessing whether narrative aspects in reports of firms experiencing good
performance differ from those reporting poor results. This research has often generated
equivocal findings. One reason for this may be a failure to recognise the multi-faceted
nature of impression management. Failure to observe a majority of organisations
adopting a particular reporting technique in a particular context does not mean
impression management is not occurring. It may simply indicate that different

techniques are favoured by different report preparers to construct similar impressions.

The key contention in this thesis is that there are shortcomings apparent in the literature
that arise because the theory of impression management requires better articulation and
further development in research investigating the connection between impression
management and annual reporting. Contemporary impression management theory has
its roots in the work of Goffman [1959]. Goffman’s view of self-presentation (or

impression management behaviour as it is now more commonly labelled) is one of a



holistic, coordinated activity that contains a number of elements that collectively result
in the delivery of a cohesive performance, the objective of which is to influence the

impressions formed by those to whom the performance is delivered.

It is argued here that the accounting and accounting-related literature has generally
reflected too narrow a focus because researchers have often failed to embrace the
holistic and multi-faceted nature of impression management behaviour as described by
Goffman [1959]. As such, any understanding of impression management activity in
annual reports is likely to be partial at best, but it may be the case that behaviour has
been misunderstood or misinterpreted. Specifically it is argued that in order to obtain
evidence that impression management is occurring in annual reports it is necessary to
look across a range of techniques as not all would be expected to be present in all reports
at all times. Further, it should be the case that mutually reinforcing techniques can be
observed being implemented throughout all aspects of the annual report. These issues

are yet to be effectively addressed in the extant literature.

1.3  OBJECTIVES OF THE STUDY
Given the observations and concerns outlined above, the primary aim of this research is
to make a theoretical rather than an empirical contribution to the literature. The major

objectives in this regard are to:

1. provide a structured synthesis of Goffman’s [1959] work in order to develop
an integrated model of the elements of self-presentation behaviour that can
serve as a useful descriptive framework from which impression management

behaviour can be analysed,;

2. develop a multi-level model to demonstrate that the concepts underpinning
individually-based self-presentation behaviour can be applied to behaviour

in organisational contexts; and



3. develop a comprehensive framework of the impression management
strategies that might be used in voluntary disclosures in corporate annual

reports, identifying how and where they might be manifest in those reports.

A secondary aim is to conduct exploratory research related to the use of the strategies
included in the comprehensive framework to provide a preliminary analysis of how that
framework can be operationalised to examine annual report content. This will also yield
some initial insights into whether impression management, in the Goffmanian sense,
appears to be occurring in voluntary disclosures in contemporary Australian annual

reports.

1.4  JUSTIFICATION FOR THE RESEARCH

The need for corporate accountability and transparency has assumed greater prominence
since what have been described as the corporate excesses and unexpected collapses of
the 1990s [e.g. see Leung and Cooper, 2003]. Following the downfall of corporations
such as Enron, HIH and One.Tel, improved transparency and disclosure extending
beyond that of the financial and operating results have been highlighted as key aspects
of good corporate governance systems necessary to afford investor protection [Mallin,
2002: 253]. Echoing this, regulators worldwide have been showing an increasing
interest in expanding disclosures in annual reports in addition to those required in the

financial report.

For example in Australia, the Corporations Act was amended in 2004 to add Section
299A which required the directors’ report of listed companies to include information
sufficient to, amongst other things, permit an informed assessment of the entity's
business strategies and its prospects for future financial years. Corporate governance
recommendations in Australia, New Zealand and the UK are also promoting expanded
narrative disclosures. The Modernisation Directive of the European Union, by virtue of
amendments to Article 46 that apply from 2005, requires, inter alia, a balanced and
comprehensive narrative review of the company’s business and position in its annual
report [Directive 2003/51/EC, para 14].



However, simply expanding disclosure requirements is unlikely to effect significant
improvements in investor protection if those preparing annual reports utilise them as an
opportunity to engage in a deliberate and strategic attempt to manipulate the impressions
that report users form about corporations. For example, in their analysis of the final
annual report letter written by Enron’s chairperson and CEO prior to that company’s
unexpected collapse, Amernic and Craig [2004b] document the use of a number of
inappropriate literary devices used to create an impression of invincibility despite the
fact that the authors would have been aware that failure was both imminent and
inevitable. In fact, an increase in the apparent regulation of report content may serve to
assist report preparers pursuing impression management goals in voluntary disclosures
by strengthening the veneer of credibility that users associate with the annual report
document. The effect of this may be to enhance the likelihood of success for those
behaving opportunistically. Thus there is an important contribution to be made to the
debate about expanded disclosure in terms of whether and how report disclosures may

be manipulated to serve opportunistic impression management goals.

Extensive research has been conducted to contribute to the parallel debate that has
developed about regulatory issues and opportunistic earnings management in financial
reports [e.g. see Healy and Wahlen, 1999; Schipper and Vincent, 2003]. However, this
has not been balanced by a similar focus on opportunistic aspects of non-financial and
voluntary disclosures in the broader annual report in which the financial report is
disseminated. This is despite the fact that research consistently indicates that voluntary
narrative and pictorial disclosures rank very highly on the list of those parts of the
annual report that are read by users [e.g. see Anderson and Epstein, 1995; Bartlett and
Chandler, 1997; Anderson, 1998]. A sensible starting point is an improved holistic
understanding of how impression management processes might influence voluntary

report disclosures.

1.5 OVERVIEW OF THE RESEARCH APPROACH AND DESIGN

To achieve the primary aim of this research, that of contributing to a more robust

understanding of the theoretical roots of impression management behaviour and how it



applies to corporate annual reporting, qualitative reasoning is used rather than an
empirical approach. To meet the first objective, conceptual modelling is used to make
explicit the structures and interrelationships underpinning the elements of Goffman’s
[1959] exposition of self-presentation behaviour. In turn, an integrated, descriptive
framework of Goffmanian impression management will be developed. Conceptual
modelling is an approach that summarises the important concepts, their nature, and the

nature of the relationships between them [Soulliere et al, 2001].

The meso-paradigmatic framework for integrating micro and macro level research in
organisational behaviour developed by House et al [1995] is utilised to meet the second
major objective, that of developing a multi-level model of impression management
behaviour in organisational contexts. This requires inference from a set of propositions
inductively derived from the literature to construct a multi-level theory in which the
micro-level incentives of individuals to act cooperatively at the meso (or team) level to
create or influence what are perceived as macro (or organisational) level phenomena are
explained. Specifically, defeasible reasoning rather than strict deductive logic guides the
model construction. Defeasible reasoning involves the development of logically
convincing entailments premised on reasonable inferences about what would normally,
but not always, occur [Asher and Morreau, 1991; Colburn, 1991]. The resulting

arguments are, therefore, intuitively valid but not necessarily strictly deductively valid.

The third objective, that of creating a comprehensive framework describing how and
where a range of impression management strategies might be manifest in annual reports,
relies on the extant literature. A comprehensive review is undertaken, extending beyond
the accounting and accounting-related literature, to develop a set of tentative
expectations regarding impression management behaviour in annual reports. These are
drawn variously from the results of empirical research, professional opinions and
normative claims.  Again, defeasible reasoning guides the development of this

framework.



In the exploratory research relating to the use of the impression management strategies
identified in the framework, an idiographic case—based approach is adopted. Annual
report pairs compromising one report from a year in which corporate performance was
very strong and one from a year in which it was very poor are studied for five large
listed Australian companies. Pattern matching is used to evaluate whether observed
voluntary disclosure practices in annual reports appear to be consistent with Goffmanian
impression management. The specific details of the case study design and the data

collection processes are detailed in Chapter Seven.

1.6 THE STRUCTURE OF THE THESIS

The structure of this thesis and the role of each chapter in meeting the research

objectives are described below.

« In Chapter Two a review of the literature considering the content and use of
corporate annual reports is conducted with the aim of establishing three conditions.
The first is that voluntary disclosures are included in contemporary annual reports in
addition to the mandated content necessary to meet legal reporting obligations. The
second is that there is an audience for the annual report and the third is that it is
reasonable to assume that members of that report audience read at least some of its
discretionary content. These conditions are necessary to sustain an argument that

corporate annual reports might be used to further impression management goals.

¢ In Chapter Three the first two major objectives of the research are addressed. First,
the elements of Goffman’s [1959] exposition of self-presentation behaviour are
integrated to develop a descriptive conceptual model of Goffmanian impression
management. This is followed by the development of a multi-level model of
impression management behaviour in organisational settings. The role of the
corporate annual report is reconsidered in light of this model and the nature of

Goffmanian impression management.

A review of research into annual report narratives and a review of that into visual

communication in the annual report and in broader contexts is presented in Chapter



Four and Chapter Five respectively. These chapters provide the foundation for
developing what is effectively a catalogue of narrative and visual strategies that
might be exploited by annual report preparers to serve impression management
goals.

The purpose of Chapter Six is to provide a synthesis of the previous three chapters
culminating in the development of an integrated framework of mutually supportive
rhetorical reporting strategies that might be adopted throughout the annual report
when engaging in impression management behaviour. As such this framework
satisfies the third major objective of this study, and it is used as the basis from which

three exploratory research questions are formulated.

To fulfil the secondary aim of the study, a preliminary investigation of the three
research questions is undertaken. A justification for the case study approach
adopted to explore these questions is provided in Chapter Seven. This is followed
by a detailed description of how the range of potential impression management
strategies included in the framework developed in Chapter Six will be identified,

measured and assessed.

The results of the case study analysis are presented and discussed in Chapter Eight.
Overall, the case evidence supports the assertion that corporate annual reports are
used as coordinated impression management vehicles and that report preparers
choose from a range of potential impression management tools when pursuing

impression management goals.

The practical significance and implications of the research are outlined in Chapter
Nine along with identification of its contribution to the academic literature and the
implications that follow for the broad direction of future research in this area. This
is followed by a discussion of the limitations of the study and the thesis concludes
with the identification of some specific suggestions for future research that derive

from its findings.



CHAPTER TWO: CORPORATE ANNUAL REPORTS - CONTENT
AND AUDIENCE

2.1 INTRODUCTION

One of the major objectives of this research is to apply Goffman’s [1959] impression
management framework to the corporate annual reporting process. A further objective is
to develop a comprehensive framework of the impression management techniques that
might be used in corporate annual reports and the circumstances in which particular ones
are used. Three implicit but necessary preconditions underpin the formulation of these
objectives. The first is that annual reports do contain disclosures in excess of the
minimum required by law. The second is that an audience for the annual report actually
exists, and the third is that it is reasonable to assume that this audience does read some

of the discretionary disclosures included in annual reports.

It is axiomatic that if the annual report is to serve as an effective impression
management vehicle firms must be able to, and be observed to, exercise discretion in
relation to the nature and extent of disclosure in the annual report. Impression
management involves the deliberate and strategic manipulation of report content,
including what will be disclosed and how and where it will be presented in the report, in
an attempt to influence the perceptions that users form about the entity that is the subject
of the report. If annual reports reflect simply the minimum statutory reporting
requirements, with little variation in format and content from company to company or
period to period, it is difficult to argue that they are anything more than formulaic
documents, prepared to satisfy regulatory requirements rather than impression

management motives.

Further, annual report preparers are only likely to view the annual report as an
impression management device if it can reasonably be expected that there exists an
audience which actually reads that report, or parts of it. If annual reports are simply
filed for regulatory purposes and do not reach a wider audience, it is difficult to identify

the targets at which the impression management behaviour might be aimed, and
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therefore unlikely that an impression management role exists. Finally, report preparers
need to have a reasonable basis to presume that report readers do actually read the non-
mandated material that is included in their reports. If evidence suggests that the
discretionary report content is actually read, this potentially creates an incentive for
companies to use the annual reporting process to support impression management

objectives.

In this chapter, literature relevant to the three preconditions identified above is reviewed.
First, annual report content that is required by regulation is identified to establish the
minimum annual reporting requirements for listed Australian companies. This is
followed by a review of research into actual annual report content, both over time and
across jurisdictions, to provide an understanding of the nature of typical annual report
coverage. It is argued that the contemporary annual report is a sophisticated,
professionally produced document, incorporating a variety of visual design techniques,
containing disclosures well in excess of those required to meet regulatory requirements.
As such, the first precondition of varied, discretionary report disclosures is met.
Secondly, research into users and uses of annual reports is discussed. A diverse
audience for annual reports is identified, thus satisfying the second precondition. Finally
research evidence is presented that suggests that annual report readers do, to various
extents, look at the non-mandated content typically included in the annual report,
satisfying the final necessary precondition.

2.2 ANNUAL REPORT CONTENT

2.2.1 Institutional and regulatory influences

In Australia, as in many other jurisdictions, the need for companies to report annually is
legislatively prescribed. The Corporations Act 2001 and the Australian Stock
Exchange’s [ASX] listing rules determine the minimum annual reporting requirements
but do not constrain additional disclosure nor prescribe any specific attributes that
additional disclosures should display. In fact, legislation has not sought to define what
IS meant by the term “annual report” or the purpose it is intended to serve. A view has

persisted through time that annual reporting is a subset of the accounting process
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[Olsson, 1980; Edwards, 1989; Stanton and Stanton, 2002]. However, as the discussion
below indicates, accounting policy makers have shown little interest in the broader

annual report and accounting standards do not extend to general annual report content.

2.2.1.1 Accounting policy makers

Although the annual report may have developed as a by-product of the annual financial
reporting process [Lee, 1976], the influence of accounting standard setters has not
similarly developed and is restricted to the format and content of the specific financial
report components. From time to time, standard setters internationally have pondered
the issue of the objectives of financial reporting. For example, in the United States the
Trueblood Report [AICPA, 1973] considered the principles and concepts underpinning
financial statements but its concern was restricted to financial reporting and the financial
statements only. The report did not assess the broader disclosure issues associated with
annual reporting. The US Financial Accounting Standards Board’s first concepts
statement, issued in 1978 [FASB, 1978], similarly dealt with financial reporting issues
only and not the wider issue of annual report content. Likewise, the UK’s Corporate
Report [ICAEW 1976] was concerned with the aims and scope of the financial report
rather than the annual report, although it did suggest the inclusion of a statement of
corporate objectives as part of the reporting obligation. In Canada, the Stamp Report
[CICA, 1980] also considered additional disclosures but these were still within the
confines of the financial report structure, with extra disclosure to be achieved through
adding columns to the existing statements or providing supplementary statements. The
focus was not on narrative or pictorial disclosures that might be presented in addition to

the financial report.

Standard setters in Australia have similarly largely ignored the broader content and
presentation of the annual report document in which the financial statements are
conveyed to users. As part of its Conceptual Framework project, the Australian
Accounting Research Foundation [AARF] issued its second statement of accounting
concepts in 1990. This dealt with the objectives of general purpose financial reporting.

Although there was an acknowledgement [AARF, 1990: .10] that other information can
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best be provided outside the financial report, this is not discussed further. In 2004, the
Australian Accounting Standards Board (AASB) issued its Framework for the
Preparation and Presentation of Financial Statements. This framework is not a
mandatory one, but it serves to guide standard setters in the development of the specific
accounting standards that do, by virtue of Section 296 of the Corporations Act, have
regulatory force. Consistent with previous pronouncements, the framework, in
paragraph 7, clearly separates the financial report items from other items such as
directors’ reports and chairpersons’ statements. The framework applies only to the
financial statements and not to the wider annual report content. Further, none of the
accounting standards developed by the AASB have been concerned with annual report
content other than that which constitutes the financial report. Accounting standard
AASB 101, Presentation of Financial Statements, applicable from 2005, requires the
financial report to be clearly distinguished from other content in the document in which
it is presented and reinforces the view that accounting standards apply only to the

financial report and not to the other information surrounding it in an annual report.

The only obligation acknowledged by Australian standard setters in relation to the
broader content of the annual report is contained in an auditing standard. ASA 720
outlines the auditor’s responsibility for other information in documents containing the
audited financial report. It is only in this pronouncement that the term “annual report”

can be found:

[a]n entity ordinarily issues on an annual basis a document which includes its audited

financial report together with the auditor’s report thereon. This document is

frequently referred to as the “annual report”. In issuing such a document, an entity

may include, either by law or custom, other financial and non-financial information

[AUASB, 2006: para. 7]
The obligation of the auditor in relation to the other information is restricted to reading it
to identify any material inconsistencies between it and the audited financial report. The
scope of the audit does not extend to the other information. Thus there is no expectation
that an auditor should determine the veracity or fairness of the other information

surrounding the financial report.
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2.1.1.2 The Corporations Act

Section 292 of the Corporations Act specifies the reporting requirements for the entities
covered by it. Entities must prepare for each financial year, a financial report and a
directors’ report. The financial report consists of the financial statements (the income
statement, the balance sheet and the statement of cash flows), the notes to the accounts
and the directors’ declaration about the financial statements and the ability of the
company to pay its debts [Sec. 295]. The financial report must be accompanied by an
independent audit report and a copy of the auditor’s independence declaration that is
required under Section 307C.

Section 292 also requires the inclusion of a directors’ report. The directors’ report must
set out the general and specific information required under Sections 299, 299A, 300 and
300A of the Act. Sections 299 and 299A, require the general information to cover a
review of operations, activities and financial position. Section 300 lists several specific
disclosures that need to be made such as dividends paid or recommended, and various
pieces of information pertaining to the directors. Under Section 300A, listed companies
must also include in the report a discussion of board remuneration policies and their

relationship with performance, along with specific details about director emoluments.

The requirements of the Corporations Act, therefore, are not confined to a financial
report comprising the financial statements and footnotes. The inclusion of a directors’
report means that some narrative disclosures are required. However, the mandated
scope is narrow and the extent of detail required in the general information called for by
Sections 299 and 299A is not indicated. No consideration is given to other disclosures
that entities tend to make and no attempt is made to regulate the form or content of other
information provided in the annual report. In fact the term “annual report” is neither

defined nor used in the Act.
2.2.1.3 Stock Exchanges

In general, stock exchanges internationally have paid more attention to narrative

disclosures that accompany the financial report than have other regulators. This is
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particularly apparent in their consideration of corporate governance issues. For
example, the Cadbury Report for the London Stock Exchange called for a “coherent
narrative” to support the financial report to give a balanced assessment of the company’s
position [Committee on the Financial Aspects of Corporate Governance, 1992: 4.50].
This notion was endorsed and retained in the Hampel Report in 1998 [Committee on
Corporate Governance, 1998: 2.18]. The Australian Stock Exchange also calls on
companies to “include a commentary on their financial results to enhance the clarity and

balance of reporting” [ASX Corporate Governance Council, 2003: 36].

ASX Listing Rule 4.10.17, introduced in September 1999, requires companies to include
in their annual reports a review of operations and activities, but the rule does not specify
the particular content or format for this review. It endorses, however, the Group of
100’s Guide to Review of Operations [G100, 2003]. This guide calls for a
comprehensive review to aid comprehension of the financial report. The information
contained therein should be neutral and deal with both positive and negative aspects of
performance and future prospects. The review should be written in a clear style,
avoiding technical language and it should be in a narrative form, supported by graphs
and figures where their inclusion assists understanding. The focus should be on
analytical information to promote understanding of the financial report rather than

simply replicating financial report information [G100, 2003, passim].

Listing Rule 4.10.3 requires a narrative discussion of matters relating to corporate
governance. Specifically firms are required to indicate the extent to which they comply
with the ASX Corporate Governance Council’s Principles of Good Corporate
Governance and Best Practice Recommendations [2003]. Where a principle is not
adhered to, an explanation is required. There are some additional specific disclosure
requirements set out in Listing Rule 4.10, but these tend to be formulaic, note-type

disclosures relating to shareholder details and corporate information.
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2.2.1.4 Minimum report content
If the requirements of the regulatory bodies are considered together, the corporate annual
report of listed Australian companies need contain only the following:

¢ The financial statements and the notes there to, prepared in accordance

with Australian accounting standards

e The Directors’ Report

e The Directors’ Declaration

e A narrative review of operations and financial condition

e A narrative discussion of corporate governance practices

e The auditor’s independence declaration; and

e The audit report.

There are no specific regulatory guides in relation to other information that may or may
not be included in the annual report document. As such firms have discretion as to what
sorts of information, if any, will be disclosed in addition to the mandated elements, how
much will be disclosed, and what format the additional disclosures might take.
Furthermore, these non-mandated disclosures are, for the most part, not subject to audit,
further reinforcing the large degree of discretion that managements can exercise. The
discussion which follows indicates that firms do choose to exercise that discretion by
including a variety of voluntary disclosures in their annual reports, using a variety of

visual design techniques.

2.2.2 The form and content of the annual report
Studies investigating annual report content, across time and across jurisdictions indicate

that corporate annual reports, in English-speaking countries at least, exhibit a trend of
increasing disclosure in excess of that mandated by regulators. At their inception,
annual reports may have been little more than the annual accounts, together with the
associated notes [Crowther, 2002] but the content has changed and grown over time to
the extent that the amount of voluntarily disclosure often exceeds the mandated portion
[Stanton and Stanton, 2002]. The discussion in this section reports the literature which

has documented these developments.
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2.2.2.1 Annual reporting circa 1950

Chambers [1955] provided the first comprehensive analysis of annual reporting in
Australia. He documented information about the content of the 1953 annual reports of
forty-seven Australian companies, and although the investigation was not systematic, he
notes that the companies chosen represent a wide range of size and industries
[Chambers, 1955: 96]. Chambers does not present an empirical analysis of the reports
but uses examples from them to illustrate his discussion. However he provides, as an
appendix, data about the content of the annual reports, analysis of which allows insight
into the nature of Australian annual reports in the 1950°s. Despite his claim that brief
formal reports of about four pages were in the majority [Chambers, 1955: 99], the data

reported in the appendix suggest that at least some reports were more sophisticated.

Analysis of the data provided by Chambers on the annual reports from 1953 reveals that
they were, on average, between twelve and thirteen pages long, with the financial
statements (being the profit and loss statement and the balance sheet) and notes taking
up four to five pages. On average, around eight pages were devoted to content other
than the financial statements. Chambers noted that these other pages were devoted to
such matters as reporting summaries, highlights, historical reviews, mission statements
and tributes. Chambers also reports diversity in the size and quality of paper used in the
reports and that some reports contained tables, diagrams and pictures, some of which
were full colour. However visual images were not yet the norm for annual reporting.
Arnold and Matthews [2002] report similar findings in their survey of annual reports
produced by UK companies in 1950. Only a very small minority used colour,
illustrations, graphs or photographs. Tables 2.1, 2.2 and 2.3 present an analysis of
Chambers’ data showing the frequency with which tables, photographs and graphs were

used in annual reports in 1953.

Adams [1958: 173] observed an improvement in the presentation of Australian annual
reports during the 1950s, noting that it was only a few, middle-sized and old-established
companies that generated the same report each year, changing only the figures and dates.
Meyer [1979] identifies the 1950s in the United States as the period in which
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corporations began to produce “slick magazine-style” reports [p. 33], and indicates that
this style of report was commonplace by the mid-1960s. Lewis [1971] aligns the change
in the style of annual reporting with the industrial super-boom of the mid-1950s in the
United States, when, amongst other things, share prices increased sharply and a greater

number of smaller shareholders were taking an interest in corporate annual reports.

Table 2.1 Frequency of Use of Tables in 1953 Annual Reports

Number of Tables Companies [n] Percentage
None 26 55.3
1 5 10.6
2 6 12.8
3 4 8.5
4 3 6.4
5 2 4.3
6 1 2.1
Total 47 100

Table 2.2 Frequency of Use of Graphs in 1953 Annual Reports

Number of Tables Companies [n] Percentage
None 33 70.1
1 6 12.8
2 1 2.1
3 2 4.3
4 2 4.3
5 2 4.3
8 1 2.1
Total 47 100

Table 2.3 Frequency of Use of Pictures in 1953 Annual Reports

Number of Tables Companies [n] Percentage
None 20 42.6
1-5 14 29.8
6-10 5 10.6
> 10 8 17.0
Total 47 100
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Yorston and Owens [1958] provide a similar explanation for the introduction of, and
increased use of, narrative and visual images by Australian companies in their annual
reports during the 1950s. They explain that in the late 1940s, five-shilling shares were
introduced which increased the number of small shareholders. These shareholders had
very limited knowledge of business affairs and technical reporting terminology, a state
of affairs which Yorston and Owens [1958: 15] assert could have caused great harm to
public confidence in the corporate sector, potentially prompting companies to make their
reports more understandable through the inclusion of narrative and imagery. To
illustrate their concern about the limited proficiency of smaller shareholders in business

language, they offer the following anecdote:

[a]t a shareholders” meeting in 1947 occurred a first rate illustration of the lack of
knowledge of a common accounting and business term. The meeting was an
extraordinary one, called to consider the winding up of a public company which by
its nature attracted a large number of women shareholders, some of them elderly.
The chairman came to the principal item on the agenda and put the proposition to the
meeting, and from the immediate reaction it seemed certain that the resolution would
be carried almost unanimously. However, the chairman was asked to clarify the
motion so that all would clearly understand what they were doing. He explained that
the notice convening the meeting clearly set out the situation which was that the
company was to be “wound up”. Before he could proceed further a dear old lady in
the front row rose to her feet and put her hand in the air and said “Yes, yes, wind it
up and make it go” [Yorston and Owens, 1958: 5].

Chambers [1955: 21] offers a different view about discretionary disclosure in annual
reports, a view that is consistent with an impression management perspective on
reporting:

[t]he amount of information released is what is necessary to induce support. It is the

outcome of the actual, or potential, action or agitation of other interest groups in the

community. The merits and deficiencies of published statements, in this view, are

not determined by accounting standards but by what becomes necessary by virtue of

the attitudes of, and relationships between different groups in society [Chambers,

1955: 21].
2.2.2.2 Reporting trends since the 1950s
Olsson [1980] reports that by the 1970s many Australian companies were expanding the
information disclosed in their annual reports, despite the absence of any regulatory
requirement to do so. McKeon [1976] concurs, noting increased attention to the
provision of supplementary information and to the quality of layout and presentation.

Similarly, Meyer [1979] reports that while there were some corporations in the United
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States in the 1970s reporting only the required financial information, these were very
few in number. In his study of twenty-six British annual reports over the period from
1965 to 1988, Lee [1994] found that the number of pages devoted to voluntarily
disclosed items increased by 164 per cent over that period, whilst the mandated content
increased by 107 per cent. In their twenty-year case-study of one British company,
Bartlett and Jones [1997] reported a similar trend with voluntary versus mandatory
disclosures. Lee also reports that in 1965 only thirty-six per cent of the companies
studied included voluntary material in front of the mandatory requirements. By 1998, all
companies were doing so. Both Lee and Bartlett and Jones indicate that by the 1980s,
regulatory disclosures often accounted for less than fifty per cent of the content of the
annual report. Beynon et al [2004] report the findings of an Arthur Anderson study
which found that amongst one hundred UK public companies, narrative content
accounted for fifty-seven per cent of annual report content in 2001, an increase from the

1996 level of forty-five per cent.

Through directors’ reports exceeding the legally required minimum disclosures, letters
or addresses to shareholders, chairpersons’ reviews and such like, narrative disclosures
are being used to amplify the financial statement data [Wilton and Tabb, 1978; Stanton
and Stanton, 2002]. Marino [1995] notes an increasing trend in the use of these types of
addresses, reporting that, in 1985, sixty per cent of CEO letters were less than two pages
long, while the median length in 1994 was over three pages. Voluntary disclosure of
environmental and social information has also been increasing. Gibson and O’Donovan
[2007] report that, in a study of forty-one Australian companies over the twenty-one
year period from 1983 to 2003, the percentage voluntarily disclosing environmental
information in their annual reports increased from forty-six per cent to one hundred per
cent. Furthermore, the amount of space allocated to these disclosures increased from an

average of around a quarter of a page to more than one and a half pages over that period.
Voluntary disclosure of summarised financial information, usually presented as financial

highlights, similarly increased during the 1980s and 1990s [Mezzina, 1997], with a

majority of firms presenting such data. Pictorial disclosures, encompassing graphs,
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diagrams and photographs, have also been increasing. In their case study of Burton
PLC’s annual report, Bartlett and Jones [1997: 107] find that “every conceivable design
device” had been used by the company since 1984. Lee [1994] reports that pictorial
images covered an average of ten pages in British annual reports in 1988, an increase of
233 per cent over the 1965 level. Visual images have been the fastest growing type of

content in annual reports [Lee, 1994; Stanton and Stanton, 2002].

Not surprisingly, given the changes in content identified above, responsibility for the
preparation of the annual report has also changed. In 1971, the first book dealing with
the design and production of annual reports was produced [Lewis, 1971]. Gradually,
annual report production has been placed in the hands of external professional designers.
Meyer [1979] observed that many US corporations hired professional writers and
designers during the 1970s. Epstein and Pava [1993] report 1975 data indicating that
less than twenty per cent of US annual reports were prepared by the finance department
of the company. Alexander Communication Incorporated [1987] reports similar results
from its survey of report preparers in the US in 1986. Lee [1994] reports that in 1965
only twelve per cent of the British companies surveyed used design consultants. This
had risen to eighty per cent in 1988. Stanton and Stanton [2002] report that in 1999 only
six per cent of the FTSE Top 250 Companies produced their annual reports in-house.
Ewen [1988, cited in Lee, 1994: 219] describes annual reports as “the domain of
designers who slip fantasy between facts and figures”. As Stanton and Stanton [2002:
479] put it, “[d]esign consultants, employed as image managers, create explicit images
.. and complement them with high-resolution colour, merged or fused pictures and

narrative messages”.

2.2.2.3 The contemporary annual report

The contemporary annual report has evolved from a scant document conveying the
minimum of financial information required by law, presented in black and white without
accompanying narratives or visual images. Most contemporary annual reports are now
presented in a glossy magazine style, produced by professional designers, featuring a

mix of visual and design resources [ledema, 2003]. They comprise quantitative
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information, tables, narratives, graphs, photographs and diagrams [Courtis, 2000;
Stanton and Stanton, 2002; Courtis, 2000]. The financial statements are typically
relegated to the latter part of the report, preceded by the non-mandated information that
companies choose to disclose.

The contemporary annual report of a large Australian company typically contains, along
with the mandated content, a summary of performance highlights, a letter from the
chairperson to shareholders, a review by the chairman and/or the chief executive officer
and a review of operations [McBride, 1997]. Casual observation of such reports
indicates that they typically make use of multiple colours, and frequently accompany
narrative material with graphs and photographs. The production costs are not trivial.
McQueen [2001] estimated that the annual report industry in Australia in 2000 was
approaching $100 million a year. He suggests that the average cost of producing and
distributing a typical report is around $25 per copy, but provides examples of more
excessive costs, including that of a leather-bound, gold embossed report produced by

Quintex Corporation before its demise which exceeded $100 per copy.

If those within companies are choosing to expend significant resources to produce
glossy, magazine-style annual reports, with a significant proportion of the content
reflecting voluntary disclosures, it is reasonable to assume that they consider the
exercise to be a cost-beneficial one. One of the benefits that might be obtained is that of
influencing the impressions that outside decision makers form about the company.
Epstein and Pava [1993] report the results of an unpublished study conducted in 1975 in
which it was found that many corporate executives saw the role of the annual report
more as being an advertising tool to influence external decision makers than as a
medium for financial reporting. This is consistent with Bartlett and Chandler’s [1997]
finding that the annual report is perceived by management to be an opportunity to
promote corporate image, suggesting its role is more one of image or impression

management than one of discharging of financial stewardship obligations.
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2.3  USERS OF ANNUAL REPORTS

The preceding discussion indicates that companies do exercise the discretion afforded
them in annual reporting by including voluntary disclosures in their annual reports.
However, if annual reports are to serve an impression management role, it must also be
demonstrated that there is an audience for the annual report at whom the impression
management signals might be targeted. In this section, research into the users of annual
reports is reviewed. First the argument deriving from a capital markets perspective that
annual reports are irrelevant documents is briefly overviewed. The results of survey
studies of report users are then presented to provide evidence suggesting that there is a
diverse audience of users who indicate that they find the annual report to be a useful

document.

2.3.1 The irrelevance argument
For some commentators, the existence of the annual report is an enigma. Since the

seminal works of Ball and Brown [1968] and Beaver [1968], capital market research has
consistently failed to find any share price reaction coinciding with the release of
corporate annual reports [e.g. see Foster Il et al, 1986; Cready & Mynott, 1991]. Such
observations have been interpreted as indicating, consistent with the efficient market
hypothesis, that annual reports have no usefulness. This is because they report historical
data already in the public domain and therefore provide no incremental information
content to market participants. As such, the annual report should be viewed as an

irrelevant document and one that could not be expected to attract wide readership.

However, as Hines [1982] explains, there is an anomaly between the conclusions drawn
by capital market researchers and the evidence provided from surveys of potential
annual report audiences. Bartlett and Chandler [1997] suggest four reasons as to why
annual reports might be read even if capital markets are efficient. The first is that some
investors do perceive the reported information to be price relevant and they do trade on
the basis of that information. However, such investors do not have sufficient market
power to effect an aggregate share price reaction. This argument is consistent with one

of the findings of Cready and Mynott [1991]. Although they found no share price
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reaction to annual report releases, they did observe a significant increase in the number
of transactions occurring in the five days following the report release. Further, their
results indicate that the trading increase was driven by individual rather than institutional

investors.

The second reason advanced by Bartlett and Chandler [1997] is that investors might find
annual report information useful, but choose not to trade on it. Hines [1982] suggests
that the report might provide a convenient summary for investors and play a
confirmatory role assisting them in longer term investment decisions. In a similar vein,
the third reason proffered by Bartlett and Chandler is that the annual report provides
information which has “control value”, with the directors’ explanations of performance
being of particular interest to small shareholders. Finally, Bartlett and Chandler suggest
that because reports often provide information about broader issues of accountability,
notably environmental and social information, they are of potential use to particular user
groups who have an interest in such information. The results of the survey research
outlined in the next section indicate, inter alia, that the reasons outlined here have

empirical plausibility.

2.3.2 Surveys of potential annual report users
2.3.2.1 Individual shareholders

Surveys of individual shareholders conducted during the 1970s consistently showed that
they did read and use information in annual reports. For example, the Securities and
Exchange Commission [SEC, 1977] surveyed individual shareholders in the US,
reporting that ninety-one per cent indicated that they read the annual report, with
seventy-seven per cent indicating that they read it thoroughly. Lee and Tweedie [1975]
report similarly high readership of many parts of the annual report by private investors
in the UK. Survey evidence in Australia from the same period indicates that individual
shareholders typically ranked the annual report first as the most important source of

information for decision making [e.g. see Chenhall and Juchau, 1976; Winfield, 1978].
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Research results reported during the 1980s similarly identify the annual report as an
important information source for individual investors. Chang and Most [1980] found
that individual investors in the United States ranked the annual report as their most
important information source, while those in the United Kingdom and New Zealand
ranked it as second or third. Courtis [1982] reports that sophisticated individual
shareholders in Australia rated the annual report as the second most important source
while unsophisticated users ranked it third behind stockbroker advice and newspapers.
He also notes that only fifteen per cent of respondents would prefer not to receive an
annual report and that more than one in three would be prepared to pay for the report.

More recently, Epstein and Pava [1993] found that individual investors in the UK were
increasing their reliance on the annual report for investment decision information,
ranking it first most frequently as the most used information source, with approximately
three-quarters of respondents rating the annual report as very or moderately useful.
Bartlett and Chandler [1997] found that only twenty-seven per cent of UK private
investors did not read the annual report at all. In their study of Australian investors,
Anderson and Epstein [1995] report that seventy-two per cent of individual shareholders
rated the annual report as moderately or very useful for making investment decisions.
Nonetheless, Anderson [1998] reports the annual report ranked third behind
stockbrokers and financial newspapers as the main information source for individual
Australian investors. Deegan and Rankin [1997] report that seventy-three per cent of the
shareholders they surveyed looked to the annual report for information about

environmental issues.

2.3.2.2 Other stakeholder groups

The research evidence suggests that it is not only the individual shareholders who read
and use the annual report. Anderson [1981] reports that institutional investors in
Australia also use the annual report, ranking it as their most important source of
information. Lee and Tweedie [1981] similarly identified high readership of annual
reports by institutional investors in the UK. Analysts also rate the annual report as

useful. For example, Day [1986] in her interviews with investment analysts found that
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analysts rate the annual report as an important source of background data for use in
forecasting. Firth [1978] reports that financial analysts and bank loan officers gave
rankings of over four to many corporate annual report items on a five point scale where
five indicated the greatest importance for decision making. Deegan and Rankin [1997]
found that thirty-one per cent of the analysts and brokers they surveyed looked for
environmental disclosures in the annual report. They also report that fifty per cent of the
financial institutions and eighty-three per cent of the review organisations that they
surveyed similarly sought environmental disclosures in the annual report. Tilt [1994]
found that the pressure groups she surveyed ranked the annual report first as the best

place to make environmental and social disclosures.

2.4 READERSHIP OF ANNUAL REPORT CONTENT

In the discussion above evidence is reported that suggests that corporate annual reports
do contain a variety of voluntary discretionary disclosures and that diverse audiences
exist that read and potentially use the information in the annual report. The final
precondition underpinning an impression management role for the annual report is that
users of reports do read the voluntary disclosures and not just the more formulaic
disclosures made to meet mandatory reporting requirements. In this final section,
research is reviewed that indicates that voluntary disclosures are read, and are often read

more widely than the mandated report content.

Studies conducted over time and in various national settings have consistently found that
the chairperson’s statement (often referred to as the chairperson’s letter or address), a
voluntary report inclusion, ranks as the most widely read and best understood
component in the annual report [Lee and Tweedie, 1975; Lee and Tweedie, 1977;
Anderson, 1979; Wilton and Tabb, 1978; Winfield, 1978]. For example, Lee and
Tweedie [1975] report that around ninety-six per cent of shareholders read the
Chairman’s Report while Wilton and Tabb [1975] report readership rate of around
eighty-seven per cent. In both cases, more than fifty per cent of respondents indicated
that they read it thoroughly, ranking it the most thoroughly read part of the annual

report, ahead of the profit and loss statement which was typically ranked second.
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Anderson [1979] suggested that the appeal of the chairperson’s statement may be that it
is considered to be readable and understandable. He reports that around eighty-three per
cent of respondents had no difficulty in understanding its content, consistent with Lee
and Tweedie’s [1975] finding that seventy-four per cent of respondents understood the
chairperson’s statement, ranking it first well ahead of the second-placed audit report
(forty-one per cent), the balance sheet (thirty-seven per cent) and the profit and loss

statement (twenty-six per cent).

Research results indicate that the chairperson’s statement is not only read and
understood, but that it is also used to assist individuals in their investment decisions.
Lee and Tweedie [1975] report that users rated the chairperson’s statement second
behind the profit and loss statement as the most influential component of the annual
report for investment decisions. Anderson [1979] reported the same ranking in his
survey of Australian investors. Furthermore Lee and Tweedie [1975] found that the
chairperson’s statement was more influential for investors who were less well-informed
about accounting issues. Analysts also appear to read and use the information included
in the chairperson’s statement. Day [1986] found that it came sixth in the list of the first
ten annual report items refereed to by the analysts she interviewed. Firth [1978] found
that that financial analysts and bank loan officers rated the discussion of the previous
year’s performance, a common inclusion in the chairperson’s statement, as falling
between important and very important on a scale assessing the usefulness of specific

annual report disclosures.

More recent studies confirm the earlier findings that the chairperson’s statement is one
of the most widely and thoroughly read sections of the annual report [Courtis 1982;
Bartlett and Chandler, 1997; Anderson, 1998]. Furthermore, evidence suggests that it is
still seen as useful by investors. For example, Bartlett and Chandler [1997] report that
the chairperson’s statement ranked as the second most important annual report item,
being placed between the financial summary and the profit and loss statement.
Anderson [1998] found that the profit and loss statement was rated the most useful,

followed by the balance sheet and the chairperson’s statement. However, he noted that
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the chairperson’s statement experienced the largest percentage increase in its usefulness

rating when compared to the results of his 1979 survey.

Institutional investors appear to differ slightly in their use of the annual report.
Anderson [1981] found that the balance sheet and profit and loss statement are read
more widely than the chairperson’s statement and these statements are read the most
thoroughly of any report components [Lee and Tweedie, 1981]. The profit and loss
statement and the balance sheet are also rated as having the maximum influence on
investment decisions by institutional shareholders, but the chairperson’s statement is still
ranked as having moderate to considerable influence [Anderson, 1981; Lee and
Tweedie, 1981].

There is evidence indicating that other voluntary report disclosures also have an
audience. For example, Anderson [1998] found other voluntary essay and pictorial
disclosures ranked fourth in readership, outranked by the chairperson’s statement, the
directors’ report and the profit and loss statement, but nonetheless attracting a readership
of nearly fifty per cent of report users. Similarly Anderson and Epstein [1995] found
that the essay and pictorial information about operations ranked third in readership.
Epstein and Freedman [1994] report a strong demand for social information, particularly
in regard to product safety and quality and environmental issues, in the annual report.
As previously noted, there is demand for environmental information from a variety of
stakeholder groups, including review organisations, pressure groups, financial

institutions and some brokers and analysts.

2.5 OVERVIEW

The discussion in this chapter commenced with identification of three preconditions that
needed to be satisfied if the corporate annual report is to play an impression
management role. The first was that that annual reports contain disclosures in excess of
those required by law. A review of the relevant research confirmed that annual reports
do contain a variety of voluntary disclosures. The second precondition was that an

audience for the annual report actually exists. The review of the literature revealed wide
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and diverse user groups who collectively form the annual report audience. The final
precondition was that is was reasonable to believe that the report audience reads some of
the discretionary report content and, again, the research evidence supports this
expectation. Thus the three preconditions necessary if corporate annual reports are to
serve an impression management role are satisfied. The next step is to analyse more
rigorously the applicability of Goffman’s [1959] impression management framework to
companies and to their reports. In the next chapter, the key aspects of the framework are

identified and modelled and extended to the organisational context.
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CHAPTER THREE: GOFFMAN’S SELF-PRESENTATION
FRAMEWORK AND ITS APPLICABILITY IN ORGANISATIONAL
IMPRESSION MANAGEMENT CONTEXTS

3.1 INTRODUCTION

In the previous chapter three preconditions were identified that necessarily underpinned
the use of the corporate annual report as an impression management tool. A review of
the relevant literature suggested that these three preconditions were satisfied. In this
chapter the concept of impression management in the organisational context is examined
more rigorously as is its applicability to corporate annual reports. The major elements of
Goffman’s [1959] analysis of self-presentation behaviour exhibited by individuals in
social interactions are outlined. This is necessary because it is from this work that
contemporary impression management theory has evolved. The specific purpose of the
chapter is to achieve the first two objectives of primary aim of this study. The first is to
develop an integrated model of Goffman’s [1959] conceptualisation of self-presentation
behaviour and the second is to construct a multi-level model demonstrating that the
concepts underpinning individually-based self-presentation behaviour could be applied

to behaviour in organisational contexts.

Fundamental to Goffman’s™ approach is the notion that individuals adopt expressive
behaviours in social interactions. Such behaviour is intended to engender particular
impressions in the minds of the audience members to whom it is directed. As such,
Goffman utilises a dramaturgical analogy to describe individual impression management
behaviour. ~ More recently, researchers have extended Goffmanian impression
management principles to organisational contexts. However, in order to do so
legitimately, it needs to be argued that the individually-based concept of self-
presentation can be appropriately extended as a logical descriptor of what might be
perceived as organisational behaviour. If this can be accomplished, the next step in
achieving the objectives of this study is to show that the annual report can, at least in

L All further general references to Goffman are to his 1959 work
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theory, be used as an impression management tool in a manner consistent with the

Goffmanian impression management framework.

This chapter is structured as follows. First, Goffman’s concept of self-presentation
activity is overviewed. Its key elements and features are identified. An integrated
conceptual model of the dramaturgical elements of self-presentation behaviour is
proposed as a descriptive framework that follows from Goffman’s work. Next the
contemporary concept of impression management and its key motivations and strategies
are overviewed. The relationship between these individually-based concepts and
impression management at an organisational level is developed. The view articulated is
one of the organisation as a coalition of individual actors, working collectively to

produce what observers perceive as the actions or outcomes of the organisation.

A meso-paradigmatic approach is adopted in which the micro-level incentives and
motivations of individual organisational members to act collectively at a meso
(team)level to produce macro-level organisational phenomena are explained. This
involves applying defeasible reasoning to outline the costs and benefits for the
organisation and for its individual members when audiences foster positive versus
negatives images of the organisation. The specific types of impression management
techniques that might be used by organisational members are presented, along with a
consideration of what each might be aiming to achieve.

Finally, the discussion focuses specifically on the corporate annual report, characterising
it as the product of a team performance collectively orchestrated by individuals within
the organisation to achieve impression management goals. It is argued that the annual
report can be viewed as an instance of a team performance, and one which exhibits all of
the elements of performance that Goffman considered to be important. Examples of
how specific impression management techniques might be used in an annual report
performance are provided. Finally it is noted that when viewing the annual report as
performance in its own right, analysis of it from an impression management perspective

must consider all elements of the performance collectively. If focus is restricted to
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individual aspects in isolation, judgments about the cohesiveness and coordination of the

performance, and therefore its likely success, cannot be reliably made.

3.2 THE GOFFMANIAN SELF-PRESENTATION FRAMEWORK

3.2.1 Social interaction and self-presentation: a dramaturgical analogy

The first comprehensive exposition of the sociological phenomenon of impression
management is commonly attributed to Goffman as a result of his seminal monograph
Presentation of Self in Everyday Life, published in 1959 [e.g. see Schneider, 1981; Leary
and Kowalski, 1990; Bozeman and Kacmar, 1997; Dillard et al, 2000; Oswick et al,
2001]. Although there had been sporadic interest in the concept in earlier literature, it
was Goffman’s work which expanded and consolidated these prior references and served
as the foundation for an impression management theory that was to be researched
extensively by social scientists [Schneider, 1981; Schlenker and Weigold, 1992].
Within twenty years of the monograph’s publication, Goffman’s self-presentation
framework had become an established mainstream theoretical framework [Clarke and
Mangham, 2004] and it remains the most commonly used impression management

perspective [Winter et al, 2003].

Goffman’s aim in his 1959 work was to detail a “sociological perspective from which
social life can be studied” [p. ix]. He did so by describing the nature of social
interactions between individuals. He argued that individuals, when in the presence of
others, generally have a motive to try to create impressions of themselves that serve their
own self interests. Specifically Goffman [1959: 3] explained:

[rlegardless of the particular objective which the individual has in mind and of his
motive for this objective, it will be in his interests to control the conduct of others,
especially their responsive treatment of him. This control is achieved largely by
influencing the definition of the situation which others come to formulate, and he can
influence this definition by expressing himself in such a way as to give them the kind
of impression that will lead them to act voluntarily in accordance with his own plan.
Thus when an individual appears in the presence of others, there will usually be some
reason for him to mobilize his activity so that it will convey an impression to others

which it is in his interests to convey.

The act of manipulating or controlling information about the self that is revealed to

others in an attempt to foster those desired impressions has been labeled “self-
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presentation” [Goffman, 1959; Schneider, 1981; Gardner and Martinko, 1988b].
Goffman utilised principles from the theatrical world to explain his self-presentation
framework. He compared individuals to actors who, either deliberately or unwittingly,
put on a performance when interacting with others. The purpose of the performance was
to attempt to encourage those viewing it, the audience, to adopt a particular impression

of the individual and/or the situation.

In engaging in self-presentation behaviour, therefore, an individual is engaging in
expressive activity. However, as Goffman [1959: 2] explained, there are two distinct
and radically different expressions that result from the self-presentation performance.
The first is the expression “given”. The second is the expression “given off”. The
expression given is the traditional verbal (or equivalent) communication delivered in the
performance. The expression given off is the more subtle impression created by other
factors, often seen as incidental to the performance and, perhaps, unintentional or
involuntary. Such factors would include the confidence of the delivery, hesitations,
facial expressions, gestures and so on, deliberate or otherwise. These factors can have a
profound effect on how the performance is received by the audience, potentially
reinforcing its effect, perhaps weakening it, or possibly contradicting it. It was with the
expression given off that Goffman’s account was more concerned, and he described it as
the part of the communication that was “the more theatrical and contextual kind”
[Goffman, 1959: 4].

Not surprisingly, researchers who have followed Goffman’s approach typically refer to
it as a dramaturgical perspective [e.g. Gardner and Martinko, 1988b; Oswick et al, 2001,
Winter et al, 2003] or as a dramaturgical metaphor [e.g. Neu et al, 1998; Futrell, 1999;
Sawyer, 2001]. Mangham [1990] is a notable exception, describing Goffman’s
dramaturgical analogy as a simile. Consistent with Mangham, the view adopted here is
that Goffman is using simile specifically and deliberately as an explanatory device. The
term “perspective” is imprecise and therefore unhelpful to those trying to enrol
Goffman’s theatrical comparisons to explain self-presentation and social interaction.

Conversely, although precise, the term “metaphor” is inaccurate. Goffman does not
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literally portray social interactive behaviour as theatre, but demonstrates that interactive

behaviour is like theatre.

Goffman himself explained in his conclusion that the theatrical analogy was used as
rhetorical scaffolding to help in the exposition of his account of self-presentation, a
scaffolding that he acknowledges can and should be dropped. However, by drawing
comparisons with the stage and by showing that self-presentation behaviour is like
theatrical behaviour, Goffman provides a powerful analytical approach that can be
utilised when attempting to analyse such behaviour. Heeding the caution of Bozeman
and Kacmar [1997: 9] that to “truly understand the process of impression management it
is essential to return to its [Goffmanian] roots”, an appropriate starting point is Chapter
One of the 1959 work. Here Goffman identifies the key aspects of theatrical
performance that are pertinent to the analysis of individual behaviour in social settings.
Although this behaviour is not literally theatre, researchers failing to consider all aspects
of the theatrical simile potentially run the risk of achieving an incomplete description

and understanding of individual behaviour in social interactions.

3.2.2 The key features of the performance

Goffman identified eight aspects of theatrical performance that are relevant to self-
presentation behaviour. These aspects are not mutually exclusive, nor are they
systematically developed to provide a logically sequenced and structured exposition of
the nature of a performance. Instead they represent elements or characteristics of
theatrical performance that Goffman viewed as important in describing individual
behaviour in social settings. Collectively they represent a robust descriptive framework,
providing eight dimensions to consider when such behaviour is analysed. Each instance
of observed behaviour, if it is in fact self-presentation behaviour as described by
Goffman, should be capable of being analysed in terms of these dimensions and, to some
extent, display the aspects of performance described by him. Each of the eight aspects is

now considered.
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3.2.2.1 Belief in the part

When engaging in self-presentation behaviour, individuals (actors) want those observing
that behaviour (the audience) to take them seriously and to believe that the impression
they are trying to convey is sincere [Goffman, 1959: 15]. However the extent to which
the actor believes in the role will vary. The actor may completely believe the impression
conveyed to be the true impression, or may see it as completely false. Goffman
describes this dimension of the performance as producing a continuum of belief,
anchored at one end by sincerity and by cynicism at the other. Thus, although using the
theatrical analogy, it is not a prerequisite of Goffmanian self-presentation that actors
adopt roles that they view to some extent as a facade, as is generally the case in real
theatre. Further, an actor projecting an untrue self-image in an interaction is still
engaging in self-presentation in the Goffmanian sense, despite the fact that it is a false
self that is being projected. The key requirement is that the actor is motivated to portray
the role played in such a way that the audience is likely to perceive the performance as

sincere, regardless of the actor’s actual level of belief in the part.

3.2.2.2 Front

The second element of the performance identified by Goffman is “front”. He describes
front as: “the expressive equipment of a standard kind intentionally or unwittingly
employed during the performance” [Goffman, 1959: 19]. Front includes setting, manner
and appearance. Setting refers to the physical elements surrounding and used in the
performance. This encompasses such things as the location in which the performance
takes place, the scenery surrounding it, and the props used to support the performance.
Manner and appearance collectively constitute the “personal front” of the actor
[Goffman, 1959: 21]. Personal front includes individual characteristics such as gender,
age and ethnicity. It also incorporates personal effects, such as clothing, and expressive
elements, for example facial expressions, intonation, stance and gestures. Both setting
and personal front are likely to impact on the effectiveness of the performance,
particularly in regard to the expression given off. First, as Goffman [1959: 24] explains,
actors must select a front appropriate to the role and, secondly, all aspects of the front

should be consistent. If aspects of front are inconsistent, the effectiveness of the
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performance is likely to be diminished. Thus self-presentation behaviour needs to focus
on the elements of front to try to ensure that the expression given off supports and

enhances the more overt expression conveyed by the words of the “script”.

3.2.2.3 Dramatic realisation

Dramatic realisation relates to the need for actors to decide which specific facts are to be
emphasised in their performance. Dramatic realisation is the dramatic action taken by
actors to project their desired image or identity. As Goffman [1959: 26-7] explains: “the
individual typically infuses his activity with signs that dramatically highlight and portray
confirmatory facts that otherwise remain unapparent or obscure”. Self-presentation
involves the deliberate selection and highlighting of facts that are consistent with the
desired image an actor is attempting to convey, particularly those that are likely to be
unnoticed by those also engaged in the social interaction. Thus another aspect of self-
presentation behaviour is that the performance is not an unbiased representation of an
inherent underlying activity. It represents the result of a deliberate choice as to what
aspects of that activity can and will be dramatically highlighted that are consistent with
the objective of the self-presentation activity.

3.2.2.4 ldealisation

Not only do actors choose what aspects of their activity to highlight in their
performances, they are also selective in the norms and values that they reveal and
emphasise. Goffman [1959: 31] called this idealisation, explaining that: “when the
individual presents himself before others, his performance will tend to incorporate and
exemplify the officially accredited values of society, more so, in fact, than does his
behaviour as a whole”. Idealisation results in a biased performance because actors wish
to be perceived as behaving in a manner that is highly consistent with those norms that
are valued by society. As well as requiring potential dramatic exaggeration, idealisation
necessarily also involves concealment of behaviour not consistent with the idealised
values [Goffman, 1959: 36]. Hence it should be expected that self-presentation
behaviour will exhibit an expressive bias, the particular direction of which is to

overemphasise behaviour that is consistent with the norms and values that are held in
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high esteem by society, while eliminating from the performance any activity that is

inconsistent with these ideals.

3.2.2.5 Maintenance of expressive control

It is important that expressive control be maintained throughout any performance to
maximise its effectiveness. The actor needs to minimise the likelihood that the audience
might misunderstand any part of the performance. All cues, signs and gestures need to
have expressive coherence, contributing to a consistent impression of the situation being
portrayed in the performance [Goffman, 1959: 45]. Goffman particularly noted the
potential for minor accidents or unmeant gestures to contradict the rest of the
performance, despite them ostensibly appearing to be relatively brief or meaningless in
the context of the overall performance. He gives as an example the fact that just one
note off-key can disrupt the entire tone of a musical performance [Goffman, 1959: 45].

Goffman [1959: 46] classified incidents threatening expressive cohesiveness into three
categories. The first was those that inadvertently suggested a lack of capacity or respect,
such as yawning at an inopportune moment or making a slip of the tongue. The second
category related to the apparent level of concern or commitment shown. Actors may
have an appearance of too little commitment to their role, projected, for example,
through hesitations or inappropriate emotive expressions, which reduce the actor’s
apparent sincerity and thus the believability of the part played. Similarly overacting,
showing too much concern with the role, can also reduce the audience perception of its
credibility. Finally, inadequate direction can contribute to unmeant interpretations of a
performance. If the set or the props are not coherent with other expressive aspects of the
performance or if they are in disarray, the desired interpretation of the performance may
be lost or, indeed, contradicted. Hence, self-presentation behaviour can be expected to
pay attention to the detail of ostensibly minor incidents or effects in order to maintain
expressive control and minimise the opportunity for accidents, unmeant gestures or other

inconsistencies to detract from the impression that the actor intends to convey.
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3.2.2.6 Misrepresentation

Goffman [1959: 57] points out that misrepresentation is inherent in any performance
because “the representation of an activity will vary in some degree from the activity
itself and therefore inevitably misrepresent it”. The misrepresentation can occur because
of deliberate communication strategies employed by the actor. These include
“innuendo, strategic ambiguity, and crucial omissions [which] allow the misinformer to
profit from lies without, technically, telling any” [Goffman, 1959: 54]. However,
misrepresentation can occur in the absence of such strategies simply because the actor
chooses, in good faith, communication techniques intended to depict an activity
accurately and authentically, but the resultant signs conveyed are perceived in a different
way by the audience. A performance may be affected by, for example, loss of
expressive control that renders the ultimate impression perceived by the audience
different from the representation intended by the actor. Thus those engaged in self-
presentation, and those analysing it, need to accept that misrepresentation is an inherent
risk associated with such activity, and a risk that remains despite the absence of any

malicious or deliberate motive to deceive.

3.2.2.7 Mystification

If self-presentation behaviour is likely to be successful, there must exist a degree of
mystification that can be maintained between the actor and the situation, and the
audience [Goffman, 1959: 58-61]. There needs to be some social distance and
knowledge asymmetry between the actor and the audience. The actor requires some
latitude in order to create a performance. If the audience is fully aware of all
information pertinent to the performance and its objective, and is fully familiar with the
actor and the actor’s activities, the performance is likely to fail. The actor needs to
maintain a situation of information asymmetry having greater access to the real facts
than does the audience. Similarly the actor must control contact with that audience in
other settings to prevent demystification occurring. Thus self-presentation behaviour is

only likely to occur in situations where mystification has and can be maintained.
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3.2.2.8 Reality and contrivance

The final aspect of the performance discussed by Goffman is reality and contrivance.
He indicates that regardless of how real an appearance may seem, that appearance could
still have been managed, noting that there is *“a statistical relation between appearances
and reality, not an intrinsic or necessary one” [Goffman, 1959: 62]. In fact many of the
constructs that create the appearance of a particular reality are not material things that
can be displayed. Creating an appearance of reality involves “a pattern of appropriate
conduct, coherent, embellished and well-articulated” [Goffman, 1959: 65-66].
“Appropriate” here means conduct and action appropriate to the desired appearance
being projected. It does not mean that the actor necessarily engages in this conduct, or

actually possesses a particular attribute, in everyday life.

Thus, the dramatisation of particular conduct or attributes in the performance may be a
contrivance to help sustain the performance and enhance its likelihood of success. To
illustrate, the example given by Goffman is that of a young middle class American girl
in the 1950s “playing dumb” for the benefit of her boyfriend. There is no doubt that the
girl is a young, middle class American — this is reality — but the appearance of “playing
dumb”, however real and convincing it may seem, is a contrivance to achieve the image
that she desires to project. Hence any self-presentation performance can be, and most

likely is, a mixture of reality and contrivance.

3.2.2.9 A structured synthesis of the aspects of the performance

It was noted above that Goffman’s exposition of the eight aspects of performance was
not particularly structured or logically sequenced. However, closer consideration of
Goffman’s discussion suggests that an interrelated structure and sequence does, in fact,
exist among the elements. A proposed conceptual model is presented in Figure 3.1. It
consists of three parts: the performance pre-conditions, the performance, and the

performance outcomes. Each is now discussed in turn.
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Figure 3.1 A structured synthesis of Goffman’s eight features of the performance
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3.2.2.9.1 Performance pre-conditions

Two of the eight aspects discussed by Goffman are not really elements of the
performance per se but relate to conditions that must exist if a performance is likely to
occur. The first of these is the necessary condition of mystification. As noted above, if
actors are to impress their audiences to accept a particular view of the situation being
presented in a performance, there must be information asymmetry and distance between
the actor and the audience. Without mystification there is no incentive to perform
because the actor lacks the power to influence an audience if its members are in full

command of the actual facts surrounding the situation.

Secondly, the element of belief in the part also relates to performance pre-conditions.
Specifically it is suggesting that it is not necessary that actors actually believe the parts
they play, nor is it necessary that they see each part as fiction as is normally the case in
real theatre. It is sufficient that an actor has the motivation to play the role effectively,
regardless of their actual degree of belief in the part. If the conditions of motivation and
mystification are satisfied, a self presentation performance is likely, and the actor’s
consideration turns, deliberately or involuntarily, to the construction of the actual

performance.

3.2.2.9.2 The performance

In Figure 3.1 the performance is depicted as being constructed of two distinct elements.
The first is the scripting of the performance. Four of Goffman’s eight features of
performance are relevant here. Dramatic realisation suggests that script content will
favour positive, confirmatory facts, particularly those that may otherwise go unnoticed.
Idealisation also leads to selective content. Behaviour that is consistent with the norms
that the actor believes are valued by the audience will be scripted, and perhaps
overrepresented relative to its actual occurrence. Any conduct that suggests the actor’s
values are inconsistent with those valued by observers will be excluded from the script.
Misrepresentation suggests that the script may well contain omission, innuendo and
ambiguity if this is likely to help to achieve the objective of the performance. The final

scripting element is reality and contrivance, signifying that the actor may embellish the
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performance with contrivances in order to sustain and enhance the impression being

projected. Collectively, the scripting elements are the “expression given”.

With the key elements of the script decided, the performance must be staged.
Goffman’s remaining elements of performance, front and maintenance of expressive
control, are relevant here. They relate to the coordinated and cohesive delivery of the
script, that is, the expression “given off”. Actors must assume a manner and appearance
(personal front) consistent with the role, and act out the script surrounded by appropriate
scenery and props that reinforce the impression being conveyed throughout the
performance. Finally, good direction and careful acting is necessary to maintain
expressive control. That is, the performance should proceed with no accidental,
unmeant gestures, outbursts, or other inconsistencies that detract from the portrayal of an
image that is perceived by the audience to be consistent and convincing.

3.2.2.9.3 Performance outcomes

The ultimate objective of the self-presentation performance is to have observers perceive
the actor and/or the situation in the way intended by the actor. Thus a successful
performance is one in which the audience’s interpretation of the situation matches that
which actor is trying to convey in the performance. That is not to say that the
interpretation accords with reality. The situation portrayed could be entirely false, in
that the actor is deliberately trying to misrepresent a situation. Success is measured by
the degree of alignment between the actor-intended outcome and the audience-perceived
outcome, not the degree of correspondence between audience perceptions and reality. If
an actor is able to discern the important elements of the role and is able to judge the
predisposition of the audience accurately, effective scripting content choices are likely to
be made. The more effective are these choices, the more likely it is that the self
presentation behaviour will achieve its objective. Similarly, the more effective are the

staging choices, the more likely it is that the performance objective will be achieved.

However, in order to predict the success or otherwise of the performance, it is necessary,

as is indicated in Figure 3.1, to consider collectively the elements of scripting and
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staging. If scripting choices are appropriate but staging elements are inconsistent and/or
inappropriate, it is difficult to predict the outcome of the performance. Some minor
discrepancies may be overlooked by the audience, while other seemingly trivial
accidents or losses of expressive control can overwhelm the scripted content rendering it
ineffective. Similarly, effectively combined staging elements that are not supported by a
coherent, effective script may also fail. Thus those constructing a performance and
those analysing it should adopt a holistic view that encompasses both the scripting and
staging elements. Further, it is not sufficient to focus on certain aspects of scripting and
staging. All aspects must be considered, because omissions, problems or inconsistencies
that may seem innocuous when viewed in isolation can have a profound effect on the
impression that is left with the audience when viewed in the context of the whole

performance.

3.2.3 Individual versus team performances

The discussion above has focused on the elements of performances conducted by
individuals engaging in self-presentation behaviour. When observing performances,
Goffman [1959: 67] offered two further insights. First, the personal front adopted by
individuals was often not an end in itself purely to portray a particular image of the
individual. Rather the purpose may be to contribute something to the broader scene that
constitutes the situations in which individuals find themselves. Secondly, the situation
projected by an individual is often an integral part of a projection that involves other
cooperating actor-participants. This led Goffman [1959: 69 — 70] to suggest that, while
individual actors can be observed as contributing the fundamental units of activity, the
team performance in which the actors cooperate should be the fundamental point of

reference for the study of impression management.

Goffman [1959: 90] defined a team as: “a set of individuals whose intimate cooperation
is required if a given definition of the situation is to be maintained”. He noted that
teams are not informal clique-type groupings, nor are they necessarily formally defined
structures like those that might occur, for example, in organisations by virtue of staff

status or divisional classification. Instead performance teams consist of those
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individuals who act cooperatively to create or maintain a particular impression.
Individuals in the team may enact similar performances or they may play dissimilar
parts. Nonetheless the performance gives rise to a team impression that can be viewed
as a distinct outcome in its own right [Goffman, 1959: 69].

In developing the performance team concept, Goffman [1959: 71-72] identified two
conditions inherent in such teams: the existence of reciprocal dependence and the
existence of reciprocal familiarity. Reciprocal dependence refers to the fact that each
team member is dependent on the others to play appropriate parts in constructing the
team impression that emerges from the performance. Any member is capable of defying
the “party line” [p. 74] and undermining the team performance through inappropriate
expressive activity.  Reciprocal dependence bonds the team members together.
Reciprocal familiarity describes the fact that all team members are “in the know” [p. 72].
They share an understanding of the level of reality and contrivance, the biased script
choices, the deliberate fronts adopted, and so on. It is these two elements, dependence

and familiarity, that distinguish performance teams from other team groupings.

Two final features of the team performance observed by Goffman were the “conceptions
of dramatic and directive dominance” [1959: 88]. The dramatically dominant team
member is the one who is the most prominent figure in the performance, playing the
starring or leading role. The remaining team members will differ in their degree of
dramatic dominance, some playing strong supporting roles, others acting out the bit parts
as required by the script. The team member with directive dominance is the individual
who has assumed, or been given the right to, control the formulation and conduct of the
performance. The director’s duties can be many and varied, including tasks such as
maintaining team coherence and discipline, allocating parts, and selecting and

coordinating aspects of front.
3.2.4 Summary

The framework developed by Goffman to describe self-presentation behaviour by

individuals utilised a dramaturgical simile to describe the behaviour of individuals as
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similar to that of actors on the stage. Individuals adopt roles and act them out in order to
try to leave a particular impression with their audience. As such, close attention must be
paid to coherent, consistent scripting and staging if the desired performance outcome is
to be achieved. In analysing the performance, Goffman suggests that the team
performance is the appropriate level of analysis. In certain situations individuals need to
act cooperatively to create a team impression, bound together by mutual dependence and
mutual familiarity. Individuals within the team may play different roles each with their
own personal front, and display degrees of dramatic and directive dominance, but work
together collectively and cooperatively to create an agreed upon team impression.

3.3 CONTEMPORARY CONCEPTIONS OF IMPRESSION MANAGEMENT

3.3.1 From self-presentation to impression management

It is Goffman’s fundamental notion of self-interested, self-presentation behaviour that
has formed the foundation of the large body of impression management research that has
emerged, predominantly since the 1980s. Impression management is typically described
as a process in which individuals engage to create and maintain a particular identity for
the purpose of achieving a desired goal [Schlenker and Weigold, 1992; Bozeman and
Kacmar, 1997]. Itis an attempt by an individual to influence and control the perceptions
or impressions that others form about that individual or situation [Schneider, 1981;
Leary and Kowalski, 1990; Gardner, 1992, Winter et al, 2003]. The individual
strategically manages verbal and non-verbal behaviours in order to try to create the
desired view [Bozeman and Kacmar, 1997].

Although the label used in contemporary research is typically “impression
management”, the behaviour explained or assumed is most often that of self-presentation
as described by Goffman. Despite a tendency for the processes of self-presentation and
impression management to be treated as different terms for the same process [e.g. see
Leary and Kowalski, 1990], a number of researchers argue that a distinction can and
should be made. Gardner and Martinko [1988b] suggest that self—presentation is one
type of impression management behaviour, albeit the most prominent. An individual

may engage in behaviour that is designed to influence perceptions about entities other
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than the self. For example, an individual may participate in a performance with the
objective of managing impressions about others, organisations, cities and so on [Leary
and Kowalski, 1990].

Schlenker and Weigold [1992] express a similar view. They elaborate, noting that in
some circumstances the information that individuals attempt to control may be only
indirectly self-relevant. An example would be that of an individual engaged in a public
relations role for a business [Schlenker and Weigold, 1992; Gardner and Avolio, 1998].
Consistent with Schlenker and Weigold’s approach, Gardner and Avolio [1998: 34]
provide a contemporary definition of impression management as: “the goal-directed
activity of regulating information about some object or event, including the self,

(subsuming the concept of self-presentation), primarily for other persons”.

On the surface, this may appear to be a slightly different concept from that advanced by

Goffman. However, his views of the objective of the performance are pertinent here:

In thinking about a performance it is easy to assume that the content of the
presentation is merely an expressive extension of the character of the performer and
to see the function of the performance in these personal terms. This is a limited view
and can obscure important differences in the function of the performance for the
interaction as a whole.

First, it often happens that the performance serves mainly to express the
characteristics of the task that is performed and not the characteristics of the
performer. Thus one finds that service personnel whether in profession, bureaucracy,
business or craft enliven their manner with movements which express proficiency
and integrity, but, whatever this manner conveys about them, often its major purpose
is to establish a favourable definition of their service or product. Further, we often
find that the personal front of the performer is employed not so much because it
allows him to present himself as he would like to appear but because his appearance
and manner can do something for a scene of wider scope. [Goffman, 1959: 67].

Thus, recourse to Goffman suggests that his view of performance, the term he used to
describe the holistic expression of an instance of self-presentation behaviour, is
sufficiently broad to encompass behaviour that is undertaken with the primary aim of
influencing the impression that audiences form of something other than the actor.
Presumably, too, the performance behaviour is at least indirectly self-relevant to the
actor, and therefore goal directed, otherwise there is little incentive to invest effort in

providing a sincere performance. Thus the distinction between the concepts of self-

46



presentation and impression management is pragmatic, not semantic. Consistent with

much of the recent literature, the term “impression management” is adopted hereafter.

3.3.2 Motivation to engage in impression management behaviour

It was noted above that impression management behaviour is goal-directed. Individuals
will only be motivated to invest effort in such behaviour if it is related, directly or
indirectly, to the achievement of their goals. Goffman did not analyse the motivation
behind impression management behaviour [Schneider, 1981; Leary and Kowalski,
1990]. However, Leary and Kowalski [1990], after reviewing an extensive body of
impression management literature, identified impression motivation as the first of the
two distinct processes that constituted impression management (the second being
impression construction). In his review of Jones and Pitman’s 1980 work, Schneider
[1981], reiterated five specific motivations that individuals may have when engaging in
impression management. These were a desire to have others like them, think them

competent, judge them to be morally worthy, fear them, or feel sorry for them.

The extent to which individuals act on these motivations through impression
management behaviour depends upon three main factors [Leary and Kowalski, 1990].
These factors are the goal relevance of the impression, the value of the desired
outcomes, and the discrepancy between the individual’s current image and the desired
one. Firstly, then, impression management behaviour is instrumental: the more likely it
is that the behaviour will result in a desired goal, the more motivated is the individual to
engage in it [Schlenker and Weigold, 1992; Bolino, 1999]. Secondly, the incentive
increases as the value of the desired outcome increases [Leary and Kowalski, 1990;
Bolino, 1999]. Finally, motivation is linked to the need to modify one’s image in order
to achieve the desired outcome. The greater is the discrepancy between the individual’s
perception of their current image and that considered necessary to achieve the desired
outcome, the greater is the incentive to try to modify that image [Leary and Kowalski,
1990; Bolino, 1999].
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The desired outcomes that individuals strive for can relate directly to a tangible benefit
where individuals engage in impression management behaviour in order to attempt to
acquire economic resources from others [Schneider, 1981]. This is what Leary and
Kowalski [1990] describe as maximising the material reward-to-cost-ratio. In other
cases the initial desired outcome can be less tangible. The objective may be to enhance
self-regard, social relations and/or to create or reinforce a desired self-identity
[Schneider, 1981; Leary and Kowalski, 1990]. Often, as Leary and Kowalski note, the
desired outcomes are not mutually exclusive. Behaviour which creates an identity that
enhances an individual’s self-esteem might also ultimately lead to other social and
economic rewards. For example, individuals attempting to create an identity as a
competent and valuable employee may be rewarded by both enhanced self-esteem and

improved salary as a result of the impression they have been able to construct.

3.3.3 Impression construction

Impression construction was the second distinct process identified by Leary and

Kowalski [1990] in their two component model of impression management. After

reviewing a number of experimental studies they identified five primary factors that

influence the way in which individuals actually attempt to manage their impressions.

These were [Leary and Kowalski, 1990: 40 — 41]:

e The concept of self: individuals attempt to emphasise what they perceive to be the
more favourable aspects of themselves when projecting an image in the public
domain. Hence an individual’s perception of their own image or their sense of
personal identity will affect choices about what aspects of image are more likely to
be promoted or hidden in impression management attempts.

e Desired and undesired identities: as well as having a sense of their own identity,
individuals often perceive other characteristics as desirable. Impression
management activities are usually biased towards projecting those characteristics
that are consistent with the image that the individual desires to have.

e Role constraints: the fact that others perceive certain roles as having particular
characteristics associated with them limits the range of behaviour that individuals

will tend to display in public. Individuals will avoid behaviours that would
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generally be considered to be “out of role” behaviour. For example, the patron of an
organisation lobbying to prevent whaling would not also publicly dine on whale
meat. Such a public display would be inconsistent with the patron role and serve to
reduce its credibility.

e Target’s values: in constructing the image to be projected through impression
management, individuals tend to try to conform to the values and expectations that
they believe are held by others who are considered important to the individual’s
impression management goals. Thus the perceived values and norms held by
significant members of the audience influence the behaviour displayed by an
individual.

e Current or potential social image: impression management behaviour is aimed at
projecting and maintaining a particular desired image.  Thus impression
management behaviour will be regulated by the individual’s perception of how they
are currently regarded by the audience and/or how their image might change in the
future. For example, self-perceived deficiencies in the image projected will compel
behaviour to remedy those deficiencies. Similarly fears about possible future
revelations may result in certain behaviours now in order to try to mitigate those
effects, or conversely actions might seek to capitalise on revelations that are

expected to have a positive effect.

Regardless of the particular strategies induced by the five factors above, two distinct
categories of impression management behaviour have been observed [Gardner and
Martinko, 1988b; Dutton and Dukerich, 1991; Schlenker and Weigold, 1992; Mohamed
et al, 1999; Arndt and Bigelow, 2000; Hooghiemstra, 2000; Palmer et al, 2001]. The
first category is assertive (or acquisitive / proactive) impression management which is
undertaken to enhance an already established image or identity. Typical strategies
include “acclamation” and “entitlement” whereby the individual takes credit for positive
outcomes, and magnifies the achievement in order to maximise the image enhancement
potential. The second category is defensive (or protective / reactive) behaviour which is
adopted when an existing image needs to be repaired or protected from an image-

threatening event. Typical strategies here include offering “accounts” to excuse or
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justify behaviour in order to try to save face or possibly to deny an event or to disclaim
involvement or responsibility. Whatever the particular form, defensive strategies aim to
minimise the harm to an individual’s image that can flow from a negative event with

which the individual is seen to be associated.

These categories of impression management behaviour can be further classified as direct
or indirect [Schlenker and Weigold, 1992; Mohamed et al, 1999]. Direct strategies are
ones in which individuals promote themselves by presenting positive information about
themselves. For example, individuals draw attention to a desirable personal
characteristic or a particular positive achievement by referring explicitly to this
information and its association with them in the presence of the target audience. Indirect
strategies involve a third party [Gardner, 1992; Andrews and Kacmar, 2001].
Individuals either disclose information to a third party in the hope that it will ultimately
be conveyed to the target audience, or they try to draw attention to associations with
“favourable others” in an attempt to have the positive characteristics of those favourable
others also associated with themselves. Conversely, individuals will conceal or distance
themselves from associations that are likely to have negative connotations for the target

audience.

Impression construction involves the use of both verbal and nonverbal strategies
[Gardner and Martinko, 1988b]. Verbal strategies are the accounts or explanations that
actors give in their performances [Giacalone, 1988; Elsbach, 1994]. These correspond
to the scripting elements of the performance (the “expression given”) in Figure 3.1.
Nonverbal strategies relate to the staging elements of the performance and contribute
primarily to the “expression given off” [Gardner and Avolio, 1998]. These strategies
consist of nonverbal expressive behaviours and artefactual displays. Expressive
behaviours refer to such things as voice tone, facial expression and body positioning
while artefactual displays refer to dress, physical appearance and aspects of the physical
setting [Schneider, 1981; Gardner, 1992].
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Although they have received very little research attention compared to their verbal
counterparts [Schneider, 1981, Gardner and Martinko, 1988b, Bozeman and Kacmar,
1997], nonverbal strategies are a very important part of impression management [Riggio,
1992; Bozeman and Kacmar, 1997; Gardner and Avolio, 1998]. As Schneider [1981:
26] explains: “[I]imiting discussion of self-presentation to verbal utterances does as
much violence to the genre as discussing film acting only on terms of the lines spoken
by the actor”. Research confirms that nonverbal aspects of behaviour do affect
judgments that are made about individuals [P DePaulo, 1992; Levine and Feldman,
2002; Rashotte, 2002; Goldberg and Cohen, 2004; Mast and Hall, 2004].

Furthermore, evidence suggests that observers are likely to attribute more weight to
nonverbal cues than verbal ones [P DePaulo, 1992; Bozeman and Kacmar, 1997
Goldberg and Cohen, 2004; Grandey et al, 2005]. This can occur because they are
highly visible [Chaney and Lyden, 1997] and are often perceived as relatively
uncontrolled actions [Grandey et al, 2005], even though they may actually be used
purposively and strategically [B DePaulo, 1992; Riggio, 1992; Gardner and Avolio,
1998]. Nonverbal aspects of the performance have the potential to complement or
contradict the verbal expression given. If nonverbal cues are inconsistent with the
content of the verbal script, it is the latter that may play a stronger role in the impression

formation process.

3.3.4 Summary

Impression management, the contemporary label for Goffman’s self-presentation
behaviour, is a goal-directed activity in which individuals engage to attempt to influence
how they are perceived by others. Successful impression management behavior can be
rewarded with both tangible and intangible benefits, including enhanced self-esteem,
achievement of a desired social identity, and material gains such as increased salary.
Impression construction strategies can be broadly categorised as assertive or defensive,
with the former referring to behaviour calculated to enhance an already positive image
while the latter categorisation describes reactive behaviour aimed at repairing a damaged

or threatened image. Further these actions might be verbal or non-verbal and may take
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the form of direct self-promotion or they may be indirect involving a party other than the

self.

3.4 IMPRESSION MANAGEMENT IN ORGANISATIONS

3.4.1 Moving from the individual to the organisation

Regardless of the specific strategies used, impression management behaviour is
underpinned by a theoretical framework that is grounded in concepts of individual social
interaction. As such, its transference to an organisational context is not necessarily
axiomatic or unproblematic.  Nonetheless, and despite its origins in individual
behaviour, impression management theory has been applied in organisational settings
[Hooghiemstra, 2000]. Much of the interest has been in applying it to individual
behaviours within organizational, rather than other social, settings [Duimering and
Safayeni, 1998; Mohamed et al, 1999]. However, there has also been a growing interest
in what have been termed “organisational impressions” [Winter et al, 2003] with some
researchers attempting to apply impression management theory to explain so-called
“organisational behaviour” in influencing what might be perceived as the organisation’s
image [e.g. see Dutton and Dukerich, 1991; Ginzel et al, 1991; Elsbach and Sutton,
1992; Mohamed et al, 1999; Arndt and Bigelow, 2000]. It is with “organisational
impressions” and the organisational image that this study is concerned.

Consistent with Dutton and Dukerich [1991], a distinction is made between
organisational “image” and “reputation”. Image refers to the perceptions that those
inside the organisation have about how the organisation is viewed by outsiders while
reputation refers to the actual attributes that outsiders associate with the organisation
[Dutton and Dukerich, 1991; Marziliano, 1998]. Researchers at the macro-
organisational level argue that organisations construct, maintain and promote
organisational images in order to influence their externally perceived reputations [e.g.
see Duimering and Safayeni, 1998; Marziliano, 1998].

It is here that the arguments become potentially problematic. Impression management is

based upon micro-level concepts describing individual behaviour [Mohamed et al,
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1999]. As Chriss [1995] notes, Goffman does not provide any guidance on how the
micro-processes he describes are linked to larger social structures such as corporations.
Extrapolation to a macro-organisational level requires some articulation about, or at the
very least some implicit assumptions about, the nature of organisations and/or
organisational behaviour. Researchers have followed one of three general approaches:
treating the organisation as a purposeful “self” in its own right; using micro-based
behaviour as a descriptive metaphor for what is viewed as organisational behaviour; or
viewing the organisation as a collective of cooperating individuals. Each is considered
briefly in turn.

3.4.1.1 Organisations as purposeful “selfs™

White and Hanson [2002] appear to be the only researchers who have acknowledged
potential obstacles when extrapolating Goffman’s work from individual to collective
settings such as corporations. Their approach was to lift the assumption of “human
nature” and treat the corporation as a purposeful “self”. Others have simply adopted
terms like “corporate actors” [e.g. Allen and Caillouet, 1994] and implicitly assumed
that processes of “organisational” behaviour are no different from individual behaviour.
However, such approaches effectively reify or anthropomorphise the organisation
[Hambrick and Mason, 1984; Walsh and Ungson, 1991; Morgeson and Hofmann, 1999].

Whilst anthropomorphic assumptions may be convenient, they do not accord with
reality. Organisations do not have human characteristics or human abilities. They
cannot perceive things or process data, they do not remember things, they do not have
attitudes [Daft and Weick, 1984; James et al, 1988; Walsh and Ungson, 1991; Davies et
al, 2004]. That is not to claim that no organisational phenomena or characteristics
actually exist. Some certainly do, and some can only be sensibly conceived of at the
macro-organisational level. Examples would include organisational size, function,
reputation, market capitalisation and so on. The important distinction here is that
organisations do not possess traits or abilities that are the result of individual

psychological processes [James et al, 1988].
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The characterisation and analysis of an organisation as a reified, purposeful corporate
persona can lead to analytical errors. Walsh and Ungson [1991] explain two types of
errors that can occur. The first are errors of commission which occur when entities are
described as having attributes, for example biological attributes, that they simply do not
possess. This can lead to inaccurate understanding of organisational phenomena due to
problems associated with construct validity — outcomes are ascribed to processes that
actually do not exist. The second type of error is that of omission when only selective
traits are attributed to the organisation, potentially omitting important explanatory
variables at the macro level. For these reasons, along with the obvious descriptive

anomaly, the view of organisations as purposeful “selfs” is rejected.

3.4.1.2 Impression management as a metaphor for organisational processes

One way of avoiding anthropomorphism and its associated problems is to acknowledge
that while organisations do not literally possess human characteristics and abilities, they
appear to behave in certain ways that are consistent with individual human behaviour
[Walsh and Ungson, 1991; Brown, 1997]. That is, researchers employ a personification
metaphor in which the company is equated metaphorically with a person in order to aid
analysis and understanding [Davies et al, 2004]. As Staw [1991] notes, one view is that
micro-level theory can be a useful metaphor for describing what is perceived as

behaviour at the macro-organisational level.

Whilst acknowledging that the personification metaphor can, indeed, be a useful device,
Hackman [2003] describes it as interpretively dangerous while Davies et al [2004]
similarly caution that, if taken too literally, a metaphor can deceive because metaphors
are, by definition, not true. As with reification, the personification metaphor is
vulnerable to errors of commission and omission. A further risk is that of blurring the
levels of analysis. As Klein and Kozlowski [2000] explain, a relation that holds at one
level of analysis (e.g. the individual micro level) may not apply at other levels or the
nature of the relationship may be different. Given these potential problems, the
personification metaphor is also rejected as an appropriate way to view impression

management processes within organisations.
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3.4.1.3 The organisation as a collective of cooperating individuals

A third approach that may be adopted when studying organisations is to view the
organisation as a collective of participating individuals [Brown, 1997]. As such the
focus of analysis is on individual behavioral acts [Morgeson and Hofmann, 1999] and
what is perceived as organisational behaviour is, in fact, the collective outcome of
individual behaviour and interactions within an organisational context [Brown, 1997].
As Schneider [1981: 451] appeals:

[w]e have been seduced into thinking that organizational structures and processes are
the causes of the attributes, experiences, feelings, meanings and behaviors that we
observe there. We attributed cause not to the people attracted to, selected by and
remaining within organizations but to the signs of their existence in the organization:
to structure, process and technology.

Enough is enough. We are psychologists and behavioral scientists; let us seek
explanation in people, not in the results of their behaviour. The people make the
place.

This approach has received considerable support. For example, Mowday and Sutton
[1993] argue that the organisational context can be viewed as the consequence of
individual or group behaviour. ledema and Wodak [1999] concur, noting that an
organisation has no existence that is independent of its members and that the
organisation is continually recreated as a result of acts of communication between
members. Staw [1991: 801] describes at least part of organisational behaviour as
“individual behaviour in disguise”. This leads him to suggest that what is perceived as

macro behaviour might actually have micro explanations.

The notion of an organisation as a collective of individual actors has logical and
descriptive appeal. However, there still remains the question of what is the appropriate
level at which the analysis should be conducted. Further, it may be overly simplistic to
assume that one level of analysis is sufficient to describe and explain interactive and
collective behaviour in organisational settings. If organisational phenomena are viewed
at just the macro level, the role of human behaviour and interaction in their creation is
overlooked. This is what Morgeson and Hofmann [1999: 255] describe as a “surface
level” approach, and because related lower level constructs and processes that influence

or contribute to the creation of the phenomena of interest may go unobserved, there is
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likely to be a loss of explanatory power. Hackman [2003: 918] agrees, claiming that to

skip over levels of analysis “is to replace explanation with speculation”.

It can be similarly dangerous to constrain analysis to an examination of micro level
process for at least two reasons that were noted above. First, there are some phenomena
that are legitimately macro constructs and have no sensible meaning at a micro level.
Secondly, relationships observed at the individual level may not be stable across other
levels. As Klein and Kozloswki [2000] caution, relationships that are observed to hold
at lower levels could be weaker, stronger, or in a different direction at other levels. Such

observations have led to calls for mutli-level research [Klein et al, 1999].

House et al [1995: 73] argue that a distinguishing feature of organisational phenomena is
that there are linkages between several levels of analysis. Researchers are now being
encouraged to link macro and micro concepts to develop more integrated and robust
theories of organisations [Fu et al, 2004]. It is also being recognised that researchers
cannot simply examine micro and macro processes separately and then attempt to sum
them to understand organisational behaviour [House et al, 1995; Klein and Kozlowski,
2000]. Instead, an intervening level of analysis, the meso level, is required. The meso
level sits between and intersects the micro and macro levels. Analysis of it focuses on
“the processes by which micro and macro variables interact and affect one another”
[Morgeson and Hofmann, 1999: 250].

3.4.2 A meso-paradigmatic approach to impression management in organisations
The meso-paradigmatic framework for integrating micro and macro level research in
organisational behaviour was developed by House et al [1995]. They provide the

following formal definition of the approach:

meso theory and research concerns the simultaneous study of at least two levels of
analysis wherein (a) one or more levels concern individual or group behavioral
processes or variables, (b) one or more levels concern organizational processes or
variables, and (c) the processes by which the levels of analysis are related are
articulated in the form of bridging, or linking, propositions [House et al, 1995: 73].
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To apply this approach to efforts to manage the organisational image requires
identification of the different levels at which impression management processes are
operable in an organisation, the relevant organisational phenomena to which they relate,
and specification of a set of bridging assumptions to explain how the levels are related to
and affect each other. The macro organisational phenomena or variables of interest are,
as noted earlier, the organisational image and the corporate reputation. The task is to
show how impression management behaviour in organisations might occur at different
levels in an attempt to influence these phenomena. Clearly one level of analysis must be
the macro organisational level where organisational phenomena are perceived to emerge

or exist.

Following Goffman, and adopting the view of the organisation as a collection of
cooperating individuals, two further relevant levels of analysis become apparent. Recall
that Goffman identified individual actors as contributing the fundamental units of
impression management activity, but that individuals often cooperate to produce team
performances motivated by impression management goals. Hence the micro level of
analysis is that of the individuals within the organisation and their fundamental
motivations to engage in impression management behaviour. Theorising at this level
involves specifying the motivations of individuals in their role as organisational
members to engage in impression management behaviour that might influence the
organisational image. The next level — the meso level in this construction - is the team
performance level. The team performance intersects the level of behaviour by
individuals and the macro level at which the organisational phenomena of image and
reputation emerge. Theorising needs to explain the bridging assumptions that suggest
that individuals will come together to stage a team performance for organisational
impression management purposes, and to identify who the members of that team are

likely to be, and how that performance relates to the organisational image.
3.4.2.1 The macro (organisational) level of analysis

At the macro organisational level the organisation is perceived as an entity in its own

right, both by those within it and those who are outsiders. This is not the same thing as
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equating the organisation to an anthropomorphic being which can act on its own behalf.
Instead it is acknowledging that at one level, those viewing an organisation do not
distinguish it from its constituent parts, particularly when attributing certain attributes to
it. Exchange partners, for example, typically evaluate the organisation and the attributes
that they associate with it holistically when making decisions about transacting with it.
This is inevitable because key concepts like organisational reputation and organisational

performance only emerge and have meaning at the macro level.

Of key interest here in the context of organisational impression management is the
macro concept of organisational image. As noted earlier, organisational image refers to
perceptions formed by those inside the organisation as to how the organisation is viewed
by those outside it. In other words, it is the insiders’ views of the reputation that
outsiders ascribe to the company. A good reputation can be viewed as an intangible
asset that facilitates transactions between the company and its exchange partners
[Vendelg, 1998] by reducing the uncertainty faced by external decision makers
[Fombrun and Shanley, 1990; Duimering and Safayeni, 1998; Vendelg, 1998]. This
translates into tangible benefits such as the ability to command premium prices for the
organisation’s goods and services, attracting high quality personnel, obtaining borrowed
funds on more favourable terms due to higher credit ratings which reduce borrowing
costs, attracting investors more easily, and creating stable and continuous resource flows
for the organisation [Fombrun and Shanley, 1990; Brown, 1997; Duimering and
Safayeni, 1998; Vendelg, 1998; Hooghiemstra, 2000].

An organisation’s reputation, therefore, is a valuable resource and one which needs to be
protected and promoted to maintain and enhance its value. One obvious means of doing
this is through impression management behaviour because the fundamental objective of
impression management is to influence the perceptions of the audience to whom the
performance is directed. However, while reputation emerges and is perceived as a
macro level organisational phenomenon, it cannot be managed at the macro level
because organisations do not possess biological and psychological processes that enable

action. These observations lead to the following three propositions:
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Proposition 1: Corporate reputation is an organisational phenomenon that emerges at the

macro level.

Proposition 2: Corporate reputation is a valuable exchange facilitator for organisations.

Proposition 3: Although organisational reputation emerges at the macro level,
impression management behaviour to influence outsiders’ calculations of
it cannot occur at the macro level because organisations are not

anthropomorphic entities.

3.4.2.2 The micro (individual) level of analysis

The focus at the micro level is on individual behaviour and interactions. Impression
management behaviour is goal directed. Insiders will only engage in behaviour to
attempt to manage outsiders’ views of the organisation’s reputation to the extent that it is
likely to help them achieve personal goals. Thus it is necessary to demonstrate a link
between insiders’ personal goal achievement and the corporate reputation. Recall that
Leary and Kowalski [1990] identified both tangible material rewards and intangible
psychological benefits as desired outcomes that could motivate impression management
behaviour. It is argued here that organisational reputation can provide intangible
benefits for individual organisational members by enhancing their self-esteem and/or
social identity. Further, material benefits can accrue to the individual as a result of a
positive organisational reputation through increased individual monetary rewards and
enhanced career prospects. Some of these benefits result from a direct link between
organisational reputation and the individual, while some flow indirectly because of the
impact that reputation has on the organisation at the macro level.

In relation to intangible psychological benefits, many researchers have noted a link
between individuals’ self-esteem and senses of identity and their perceptions of the
organisational image [e.g. see Dutton and Dukerich, 1991; Dutton et al, 1994;
Marziliano, 1999]. Specifically, organisational members perceive that the organisation’s

audience judges them, at least in part, by the attributes that are ascribed to the
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organisation as whole. If the organisation is judged to be successful, responsible,
competent and so on, then members perceive that these attributes are also ascribed to
them individually. Conversely, if members feel that the audience views the organisation
negatively, the negative attributes impact adversely on individual self-esteem and
identity.  Further, a poor organisational image can generate specific personal
dysfunctional consequences for the individual such as tension and depression [Dutton et
al, 1994].

The organisation’s reputation can generate material rewards for organisational members
through the competitive advantage that results from a good reputation. If this advantage
generates superior profits for the organisation, as it should if it can command premium
prices, lower borrowing costs and so on, this provides direct monetary gain to those
members whose remuneration is linked to the organisation’s financial performance.
Similarly, members will benefit directly in those organisations which have a policy of
providing periodic bonuses based on financial performance. It can also benefit those
who are part of employee or executive share ownership or option schemes as superior
and stable profits should also be reflected in superior share market returns and enhanced
security values. Indirect benefits may accrue if superior organisational performance,
facilitated by a good reputation, provides leverage to employee and union groups to

lobby for better work-related conditions and rewards for organisational members.

Finally, material benefits can accrue as a result of enhanced career prospects. If a good
organisational reputation results in positive attributes being associated with its members,
individual members should benefit from a competitive advantage in the job market.
Conversely, if an organisation suffers from a loss in reputation, “stigmatisation” of some
organisational members may occur if they are blamed for unfavourable outcomes
[Sutton and Callahan, 1987]. Individual job losses may follow and, because audiences
associate organisational characteristics with the personal attributes of organisational
members, it may be difficult for those leaving the organisation to obtain the positions
they desire elsewhere. Career prospects can also be harmed through the indirect impact

of the loss of the competitive advantage conferred by a good reputation if any
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consequential performance downturns result in retrenchment and downsizing, putting

individual jobs at risk.

The following propositions, then, emerge from the above discussion:

Proposition 4: Corporate reputation is goal-relevant to individual organisational
members because of the tangible and intangible benefits that accrue to
individuals as a result of a good corporate reputation. Specifically

members can benefit:

4a: indirectly through the impact that a good corporate reputation has

on organisational performance;

4b:  directly through tangible benefits that can accrue to individuals
through their association with an organisation that has a good

reputation; and

4c: directly through psychological benefits arising from association

with an organisation that has a good reputation.

Proposition 5: Because corporate reputation is goal-relevant to organisational members,
individuals in the organisation are motivated to engage in impression
management behaviour that they believe will enhance the organisation’s

reputation.

Although necessary for impression management behaviour to occur, motivation alone
will not ensure that it ensues. Not all individuals in an organisation are able to influence
outsiders’ perceptions of the organisation with the same degree of credibility and
therefore potential success. Specifically, organisational audiences look to top level
management members to provide explanations and accounts of organisational

performance and actions [e.g. see Ford and Baucus, 1987; Ginzel et al, 1991; Aguilera et
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al, 2007] and it is these top managers who attract most of the blame for unfavourable
outcomes [Sutton and Callahan, 1987]. Outsiders view the organisation as reflective of
its top management [Hambrick and Mason, 1984; Sutton and Callahan, 1987]. An
individual’s desire to create an organisational impression will be more intense when that
individual’s organisational affiliation is visible [Dutton et al, 1994], as is generally the
case with top level managers in an organisation. The CEO, in particular, is often seen
symbolically to personify the company, and the image of the CEO and the company
have become increasingly intertwined [Sutton and Callahan, 1987; Park and Berger,
2004].

Further, it is the members of top management who are likely to benefit most from
management of the organisational image. As was noted earlier, the extent to which
individuals will act on their motivations to manage impression depends, in part, upon the
value of the desired outcomes that impression management behaviour is likely to
achieve. The value of the material and intangible benefits that flow from a good
organisational reputation is likely to be much higher for members of top management
than for those at lower echelons in the organisation. For example, executive level
employees are more likely to have remuneration contracts linked to firm performance
and to be involved in share or option based incentive schemes. Some research evidence
suggests that there is a significant positive relationship between executive compensation
and firm performance, albeit one of a relatively small magnitude [O’Reilly et al, 1988;
Main et al, 1995]. In terms of broader job prospects, evidence suggests that board
positions are linked to an individual’s performance in previous executive positions. For
example, Coles et al [1999] find a strong relationship between assessment of CEO
performance and the likelihood of obtaining post-retirement board positions. Pettigrew
and McNulty [1998] note that most board chairs have a background as successful

executive directors.

Propositions 6 to 9 reflect these top management opportunities and incentives:
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Proposition 6: Members of top management are more likely to be successful in
managing the impressions formed about the organisation than are those at
lower levels within the organisation because top management members
are perceived as credible and appropriate spokespeople for the

organisation by its audience.

Proposition 7: The organisational affiliation of top managers is more readily visible than

is the organisational affiliation of other organisational members.

Proposition 8: The results of organisational impression management behaviour are
likely to generate more valuable benefits for top management members

than for those in the lower levels of the organisation.

Proposition 9: Because of their credibility, the visibility of their organisational
affiliation, and because of the potential benefits that accrue to top
management members from a good corporate reputation, top management
members are more likely to engage in impression management behaviour
to attempt to influence perceptions about the organisation’s reputation

than are other organisational members.

The final factor influencing the extent to which an individual is likely to engage in
impression management is the discrepancy between the current and the desired image.
In the organisational context, image refers to the perceived organisational image, not the
individual’s own self-image. Individuals can make their own assessments of the
discrepancy between the current and desired organisational image and plan impression
management strategies accordingly. However, because the perceived organisational
image is an individual subjective evaluation, it is likely that different individuals will
derive different assessments of the situation and/or of the necessary impression
management performances that are required. If left to act alone, individuals may stage a
series of what may be perceived collectively by the audience as a set of uncoordinated

and possibly contradictory performances. As a result, the impression management
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attempt is liable to fail and even produce counter-productive results. Hence individuals
will see the need to coordinate their responses with others similarly motivated, with each

response based on a negotiated, collective view of the situation.

The result may be a team performance which, as Goffman identified, is necessary when
individual impression management participants require and are dependent on the
cooperation of others to maintain the definition of the situation that they wish to convey.
Once a team performance is contemplated, analysis must move from the micro level to

the meso level. Thus the final micro-level proposition is:

Proposition 10: Top management members will recognise the risk that is associated with
individual attempts to manage the organisational image and will seek the
cooperation of other similarly motivated members to stage a team

performance.

3.4.2.3 The meso (team) level of analysis

If collective impression management behaviour is to occur at the meso level, there needs
to be a set of individuals sufficiently motivated to cooperate and act as a performance
team. The micro level analysis, above, suggests that this group will be individuals
holding top management positions in the organisation. This group has been variously
labeled by researchers as the “dominant coalition” [Cyert and March, 1963; Staw, 1991],
the “upper echelon” [Hambrick and Mason, 1984] or the TMT (top management team)
[Aguilera et al, 2007]. Regardless of the label used, the membership of this group
remains ambiguous and needs to be specified in each context in which the group is

instrumental.

In the context of performance teams for impression management purposes, Goffman’s
definition is relevant: the team is not one delineated by formal organisational
boundaries, hierarchies or status, nor is it an informal clique. A performance team is
united by a need to cooperate in order to maintain a given definition of the situation. Its

members are bound together by reciprocal dependence and reciprocal familiarity.
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Ginzel et al’s [1991: 12] definition is a useful starting point: “top management is defined
as the individual or individuals that the organizational audience turns to as the symbolic
figureheads and who are expected to provide public accounts”. Such individuals are
reciprocally dependent because if any one of these figureheads plays a part that is
inconsistent with the image promoted by the rest of the team, the value of the
performance is compromised. As noted, the CEO is likely to be an important symbolic
figurehead, as are other organisational members who have the authority to provide

public accounts, including public relations personnel [Ginzel et al, 1991].

In organisations where the CEO is not also the chair of the board of directors, a situation
common in the UK and Australia, the chair is also usually expected to share the
responsibility of company spokesperson with the CEO [Lorsch and Zelleke, 2005] and
hence would also be a member of the performance team. This may initially appear
counterintuitive, given that the objective of splitting the role of chair and CEO is to
increase board independence from the CEO. However research results suggest that
CEOs still dominate board activities and processes even when the chair is separate
[Pettigrew and McNulty, 1998]. Westphal [1998] reports that when CEOs face a loss of
structural power through a more independent board structure, they engage in
interpersonal influence tactics, particularly attempts to ingratiate and persuade. His
findings suggest that such behaviour constitutes an effective alternative source of power
that mediates the effect of increases in the apparent structural independence of the board.
Further, the interests of the chair and the CEO are often intertwined, increasing the
likelihood that they will cooperate to promote mutual self-interest. For example, Florou
[2005] reports that the board chair is more likely be replaced when the CEO is
dismissed, a situation which would see both motivated to cooperate to try to avoid.

Potential team membership extends beyond those who are the mutually dependent
spokespeople to include all of those who are “in the know” and therefore bound by
mutual familiarity [Goffman, 1959: 72]. These are the individuals, typically executive
managers, who together with the CEO and other spokespeople engage in a collective

interpretation process and through discourse and negotiation derive a shared
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interpretation of the situation that can be used as a reference point for action [Daft and
Weick, 1984; Ford and Baucus, 1987; Walsh and Ungson, 1991; Hambrick and Mason,
1994; House et al, 1995]. In the context of organisational impression management this
requires negotiation of a shared interpretation of the organisation’s current image and an
assessment of the divergence between this and the desired image. This assessment, then,
helps the team to decide what sort of performance to stage — what elements need to be

included in the script, what the appropriate staging elements are and so on.

Collective interpretation of the situation and determination of the performance
requirements involve two key processes: inclusion and collective sense-making, both of
which were identified by House et al [1995] as examples of generic meso processes.
Those entrusted to be involved in the interpretation are likely to have a strong sense of
identification with the others so included. The greater is the sense of identification, the
greater is the group cohesion, level of cooperation and adherence to group norms
[Ashforth and Mael, 1989; Dutton et al 1994; House et al, 1995]. All of these factors
increase the likelihood that a team performance will actually be staged [Gardner and
Martinko, 1988b]. A further factor to consider is the expected value of the team effort.
In addition to the individual micro-level benefits that were identified above,
psychological benefits can emerge at the meso level that will reinforce and intensify the
motivation to cooperate. For example, factors like the distinctiveness and prestige of the
group, along with a sense of similarity and liking among team members, results in a
member’s social identification with the team also enhancing their individual self-identity
and self esteem [Ashforth and Mael, 1989; Main et al, 1995].

The following meso-level propositions emerge from the discussion above:
Proposition 11: Those members of top management and the board who are viewed as

symbolic figureheads by the organisational audience are bound together

by mutual dependence.
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Proposition 12: Those members of the organisation who engage in collective sense-
making and who negotiate a shared interpretation of the organisational
image for the purpose of organisational impression management are

bound by mutual familiarity.

Proposition 13: Mutual dependence and mutual familiarity result in strong group

identification among those so related.

Proposition 14: Strong group identification increases an individual’s psychological

rewards and therefore their desire to remain in the group.

Proposition 15: Strong group identification increases the likelihood of cooperation to

produce a team performance.

Proposition 16: Those bound by mutual dependence and mutual familiarity in relation to
the interpretation and management of the organisation’s image will stage
a coordinated team performance with the objective of achieving the

desired organisational image.

Proposition 17: A successful team performance will have a positive impact on the
external reputation of the organisation.

The propositions developed above and their relationships across the different analytical
levels are illustrated in Figure 3.2. Together the seventeen propositions comprise a
multi-level theory extending Goffman’s individual-level self-presentation framework to
the management of an organisation’s image by organisational members acting as a
cooperative performance team for impression management purposes. In a team
performance, the process of impression construction needs to be a negotiated and
cooperative one. As with a solo performance, all aspects of scripting and staging need to
be carefully coordinated to maximise the likelihood of a successful impression

management.  However, the organisational impression construction process is
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potentially more complex than the solo performance due to the need for consistency
in the message portrayed by various players and the fact that the image of the

organisation and its top managers tend to be intertwined.

3.4.3 Organisational impression construction

It was noted above that Leary and Kowalski [1990] identified five factors that
influence the way in which individuals managed their impressions — the concept of
self, desired and undesired identities, role constraints, the target’s values, and current
or potential social image. These factors operate in a similar way in the organisational
image management process. However, each tends to have a dual nature in this
context because an organisation can be viewed both as an entity in its own right, the
macro level view, or symbolically through individuals such as the CEO and/or chair
who are perceived as reflecting the organisation’s image and values.

The concepts of self, identity and image now include both characteristics of the
visible members of the performance team and characteristics that are associated with
the organisation as a whole. Where they are perceived by the team members as
important to the audience’s assessment of the organisation, positive aspects of top
managers may be emphasised if this is likely to enhance the organisation’s image by
giving indications of strong leadership, innovative direction and so on. Equally
importantly, aspects of the organisational “self” or identity need to be recognised and
promoted, possibly in an anthropomorphic way — for example the organisation, as a
distinct entity, may be promoted as a caring environmentally friendly one if this is

relevant to the impression management goal.

Role constraints now also apply on two levels. Individual members of the
performance team must avoid out-of-role behaviour because of the visibility of their
association with the organisation and the likelihood that their behaviour can
influence the audience’s perceptions of the organisation’s reputation. Similarly, the
organisation as an entity must be seen to be “behaving” within an acceptable range of
conduct. For example, if the team is trying to cultivate an organisational reputation
that includes connotations of national loyalty and social responsibility, its operations
should not be conducted offshore in a third world country taking advantage of cheap

child labour and unsafe work practices.
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Finally, members of the performance team need to be aware that the norms and
values of the target audience relate to both the individual team members and to the
organisation as a whole. That is, in trying to conform to the expectations of the
organisational audience, team members need to assess what is expected from them as
individual representatives of the organisation, to the extent that they judge individual
member behaviour to be relevant to audience perceptions about the organisation.
They also need to anticipate the standards that the audience expects of the
organisation as an entity at the level of perceived macro organisational phenomena,
including desirable organisational practices, impacts and outcomes.

Once these dual individual and macro level aspects of the relevant impression
construction influences have been negotiated by the impression management team,
the actual impression management behaviours that will comprise the performance
need to be agreed and enacted. The specific techniques that may be used have been
well documented in the literature and the major ones are outlined below. The
descriptions draw on Gardner and Martinko [1998a, 1988b], Giacalone [1988],
Dutton and Dukerich [1991], Gardner [1992], Ginzel et al [1991], Schlenker and
Weigold [1992], Bozeman and Kacmar [1997], Mohamed et al [1999], Arndt and
Bigelow [2000], Hooghiemstra [2000], Andrews and Kacmar [2001], Jaja [2003] and

Lewis and Neighbors [2005]. The specific examples given are original.

3.4.3.1 Direct assertive impression management techniques

Direct, assertive impression management techniques are those that involve
promotion of aspects of an individual or organisation with the objective of enhancing
the image of that individual or organisation. The major techniques used are self or
organisational  promotion, ingratiation, exemplification, intimidation and

supplication.

Self or organisational promotion occurs when attention is drawn to the positive
accomplishments of an individual or organisation. Two particular techniques are
enhancement and entitlement. Enhancements are used to state the positive,
favourable outcomes that actors wish to highlight about the entity that is the subject
of the impression management performance. In the context of this investigation, the

subject entity is the organisation and/or its visible representatives. For example, a
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company spokesperson might draw attention to the company’s record profit in a
speech to shareholders at the annual general meeting, or attention might be drawn to
a particular achievement of one of the company’s leaders, such as nomination for a
prestigious business leadership award. Entitlements refer to ensuring that the actor’s
responsibility for the positive outcome is emphasised and maximised. The record
profit would be clearly explained as occurring due to deliberate actions taken by
those responsible for the running of the company and not, for example, due to a
general economic upturn. The specific objective of self or organisational promotion
is to engender feelings of superior ability, capability and competence.

Ingratiation is a technique used to enhance an entity’s likeability or attractiveness to
others. As well as emphasising the entity’s attractive properties, specific techniques
include flattery, doing favours for others and expressing opinions that conform to
those of the target audience. An example would be the way in which Disneyland is
promoted as “the happiest place on earth”. Another would be an advertising
campaign emphasising the importance of personal customer service and the value of

customer opinions.

Exemplification relates to emphasising the normative values that the performance
team wishes to have seen as being possessed and espoused by an entity. The
objective is to create perceptions of integrity and social responsibility, indicating that
the entity is worthy of audience support. Examples include making public charitable
donations in the name of an organisation and using recycled and recyclable materials
for product packaging. At an individual level, a CEO may take on a role as patron
for a respected charity or be a spokesperson against undesirable actions such as

animal cruelty or environmental degradation.

Intimidation is designed to create an image of power. The objective is to have an
entity feared as one that is willing and able to take action against those who would
attempt to impede its activities or contradict its spokespeople. Obviously this is a
technique that needs to be used with care as such an image may damage rather than
enhance a company’s reputation. However, in some circumstances a powerful image
may be seen as beneficial. For example, the management of a forestry company that

is the target of protests by environmental activists may take legal action against those
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individuals if it believes that key audience members would perceive the
environmental protest action as extreme and unjustified. In other situations, more
veiled, indirect threats may be used. Spokespeople for a company which is a major
employer in an otherwise depressed rural area might release comments about the
possibility of having to relocate unless they are able to negotiate continued

exemptions from local council emission regulations.

Supplication is another technique whose use will be restricted to special
circumstances. It involves presenting an individual or an entity as being weak or
helpless and dependent on the assistance and support of others. As such, it is
unlikely to be used generally to enhance an organisation’s reputation. However, it
may be use to convey a particular image to a very targeted audience. For instance,
management might use this appraoch when trying to obtain financial backing from

the government or to obtain concessions in labour negotiations.

3.4.3.2 Indirect assertive impression management techniques

Indirect techniques also aim to enhance the organisational image, but do so not by
direct reference to attributes of the organisation or its members. Instead, these
techniques emphasise relationships with, and attributes of, parties with whom the
organisation is associated. The major tools are boasting, blaring, burnishing and
blasting. Boasting and blaring focus on highlighting connections with other parties
while burnishing and blasting concentrate on emphasising the characteristics of other

parties.

Boasting, also referred to as BIRGing (basking in reflected glory), involves
emphasising an organisation’s positive connection with another party. An example
would be prominently exhibiting photographs of an admired sporting team wearing
clothing clearly displaying the organisation’s logo. The aim is to enhance the
organisational image by highlighting the positive relationship with another entity that

is well regarded by the organisational audience.

Blaring is used when the audience might perceive that the organisation has a
relationship with another that it views as undesirable. In such situations, the aim is to

show the difference between the entities — organisational members may acknowledge
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a potential relationship but emphasise that the link is a negative one. The aim is to
try to show that the organisation or its activities or products have characteristics
opposite to that of the undesired party. An example might be a company engaged in
producing canned tuna which may be associated undesirably with an industry
perceived to be cruel to dolphins. The link with the industry cannot be denied but
marketing strategies can highlight that the company is negatively related to the
undesirable characteristic by clearly indicating on its product labels that its tuna is

“dolphin friendly”.

Burnishing is a technique in which the attractive features of a third party with whom
the organisation is known to be linked are emphasised. It is “other” rather than self
promotion but the objective is that promotion of a favourable other will result in the
associated organisation also being favourably evaluated by the audience. For
instance, fast-food chain MacDonald’s might sponsor advertisements extolling the
good work done by the Ronald MacDonald House charities world-wide. Whilst not
directly promoting MacDonald’s or its links to the charity, its reputation is likely to
be enhanced through positive audience association as a result of the promotion.

Blasting involves derogation of an opponent or competitor. By making obvious the
unfavourable attributes of a competitor, the objective is that the audience will
increase their positive evaluation of the organisation against which that party
competes. This is a strategy that needs to be used carefully as open denigration of
others is likely to result in a loss of reputation. However, subtle use may be
beneficial and this strategy has been used by Pepsi in its advertising campaigns
against rival Coca Cola. To illustrate, one advertisement shows a young boy placing
a coin in a vending machine and selecting a can of Coca Cola. He repeats this and
takes another can of Coca Cola. He then places the two cans on the ground and steps
up on them to allow him to reach the higher-positioned Pepsi button. The boy uses a
third coin to get his drink of choice and walks off with a can of Pepsi leaving the

rival cans behind.

3.4.3.3 Direct defensive impression management techniques
Direct, defensive impression management techniques are those that involve attempts

to repair an image that has been damaged or to ward off threats that are anticipated as
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potentially damaging to the image. The major tools used are accounts, disclaimers,

apologies and self or organisational handicapping.

Accounts are the explanations that organisational spokespeople give in an attempt to
reduce the severity of a potentially negative or damaging outcome or event to try to
protect or repair the organisation’s image. There are three common types of
accounts: denials, excuses and justifications. Denials are defences of innocence in
that the explanation given suggests that either the negative event or outcome did not
actually occur, or that the organisation or its members were not involved. For
example, some companies trading with Iraq as part of the United Nation’s Oil for
Food Program which operated between 1996 and 2003 have been accused of making
inappropriate payments to benefit the Iraqi government. Spokespeople for a
company rumoured to be involved could make a statement denying that such
payments occurred or stressing that the organisation was not a party to such

payments.

Excuses are used to acknowledge that a negative event involving the organisation did
occur. However, any responsibility for the event is denied. Instead, external causes
are identified and blamed. For example, in a press release commenting on a
significant financial loss, the CEO will attribute the cause of the loss to
uncontrollable external factors which the company cannot avoid, such as changes in
the government’s import policies placing pressure on the organisation’s domestic

sales, rather than on internal factors such as the marketing strategies of the firm.

Justifications are used when responsibility is accepted for a negative event in which
the organisation is involved but the spokespeople wish to deny the severity or the
negativity of the event. Similarly, a claim might be made that the action was
necessary to achieve a more significant positive end. For example, an explanation
from a pharmaceutical company trialing a new cancer drug which resulted in severe
debilitating side-effects in a number of trial participants might justify the negative
outcome as, although regrettable, necessary in the context of the pursuit of the

greater good of searching for a cure for cancer.
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Disclaimers are, in effect, excuses offered in advance for possible future outcomes
that may have negative repercussions for an organisation. Problems or potential
outcomes are explained before they actually occur, thus mitigating the effect of
negative outcomes if they do, in fact, eventuate. An example here is the way in
which superannuation fund promotional material often includes projections about the
wealth that members may expect to accumulate for retirement, along with
disclaimers about actual future performance. A prosperous retirement is typically
portrayed, one made possible by skilled investment decisions and low fund
management fees, but this message is then tempered by disclaimers explaining that
the projection is based on assumptions about investment returns and so on and that
actual outcomes may be different, and that individuals should obtain professional

advice before changing their existing arrangements.

Apologies are admissions of blameworthiness and regret for a negative event and
attempts to seek forgiveness from the audience. A spokesperson may have little
option other than to offer an apology when an organisation’s involvement in and
responsibility for an undesirable outcome is undeniable. An apology can also try to
convey the impression that the occurrence is atypical and not a fair representation of
how the organisation should be viewed in general. A spokesperson might offer an
apology when negligent work-place practices occurred which resulted in loss of life.
While admitting blame can be damaging, it is undeniable in this case, and failure to
apologise is likely to harm the organisation’s reputation more than publicly accepting

responsibility and expressing remorse.

Self or organisational handicapping is a strategy in which a hurdle is deliberately
placed in the path of individual or organisational success to make its achievement
look unlikely. The purpose is to create an external cause that may be blamed when
subsequent performance is expected to be poor. In a conference call to analysts, for
example, company spokespeople may caution that due to expected effects of
regulatory changes and increased interest rates, future growth rates may not be as
good as those in the past. If growth rates do slow, there is an acknowledged
(external) reason as to why this occurred, thus mitigating negative attributions to the
actions of those in the organisation. If rates in fact increase, the organisation is
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viewed even more positively for having overcome the hurdle and achieved growth

despite the obstacles faced.

3.4.3.4 Indirect defensive impression management techniques

Like their assertive counterparts, indirect defensive techniques aim to manage an
organisation’s image through reference to others rather than focusing on the
organisation or its members. Defensive strategies, however are used when the image
has been damaged and/or threatened by the association with another party. Burying
and blurring focus on potentially damaging connections that an organisation has with
another, while boosting and belittling concentrate on the negative characteristics of

others with whom the organisation is associated.

Burying involves disclaiming, obscuring or concealing a link that the organisation or
its members have with another that is regarded negatively by the audience. For
example, the company may be involved in a joint venture with a mining company
that has been found negligent in another area of its operations and had to make
reparation to a community for damages that unsafe waste disposal practices caused.
Whilst the information about the company’s ventures may be provided, it would not

identify its negatively regarded partners.

Blurring is a technique in which a negative link to something which is favourably
evaluated by the audience is minimised. For example, a pharmaceutical company
may have previously spoken out against a regulatory policy for drug testing that has
come to be valued highly by the community. Any past opposition to the policy is
obscured or downplayed.

Boosting is necessary when an entity with which the organisation is linked has
features that are viewed unfavourably by the organisational audience and therefore
may also reflect badly on the organisation. The strategy is to boost the favourable
characteristics of that entity and downplay its negative characteristics. For example,
a company may sponsor a soccer team that plays in a league that is sponsored by a
tobacco manufacturer. Company spokespeople would focus on promoting the
favourable features of the league with which the team is associated in an attempt to

76



repair any harm done by the potentially negative connotations of the tobacco

sponsorship link.

Belittling is a strategy that is used when the organisational audience admires
characteristics of another. It is an attempt to have those features devalued. For
example, a motor vehicle manufacturer may be compared to a rival whose product
has numerous optional extras, not available on its models. A belittling strategy
would see organisational spokespeople describe the competition’s optional extras as

unnecessarily costly, increasing fuel consumption, distracting and so on.

3.4.4 Summary

Although Goffman’s impression management framework was founded on principles
of individual behaviour, it can be applied to the management of organisational
impressions because audience perceptions of organisational reputation are goal
relevant for individual organisational members. While the organisation itself is not
anthropomorphic and therefore cannot engage in the management of its image,
organisational members have incentives to act collectively to negotiate a shared
interpretation of the macro-level image and orchestrate a cooperative team
impression management performance. This might be aimed at influencing audience
impressions of the organisation as a holistic entity or it may be aimed at influencing
perceptions about the key, visible organisational representatives that the audience
views as personifying the organisation and its values. A range of impression
management strategies might be adopted as part of the team performance, depending

upon the opportunities and demands facing the organisation and its members.

3.5 IMPRESSION MANAGEMENT AND THE CORPORATE ANNUAL REPORT
3.5.1 The corporate annual report as an impression management tool

It was noted in Chapter Two that, although regulatory requirements specify
minimum report requirements and require such content to be audited, much of what
is included in the annual report is voluntary in nature. Additional disclosures are
made at the discretion of corporate management and are not subject to independent
scrutiny. As such the annual report provides an opportunity for management to

include strategically selected information with the objective of achieving impression
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management goals making it a potentially valuable impression management tool.
The narrative discussion included in the reports can set a framework for how the
company will be judged [Aerts, 1994] and influence the audience’s perceptions of
the organisation’s reputation [Vendelg, 1998; Hooghiemstra, 2000]. Sittle [2003]
notes that the imagery and colour included in annual reports and the particular styles
and design layouts adopted can increase the effectiveness of a corporate message

compared to that delivered as plain, written statements alone.

Consensus exists in the literature that corporate annual reports are utilised as
impression management instruments [e.g. see Salancik and Meindl, 1984; Ginzel et
al, 1991; Neu et al, 1998; Mohamed et al, 1999; Arndt and Bigelow, 2000; White and
Hanson, 2002; Sittle, 2003]. They are particularly suited to this role because they are
viewed by users as documents that are both credible and authoritative, yet they are
ones in which editorial control remains with those who prepare them [Neu et al,
1998; White and Hanson, 2002]. Neu et al [1998: 269] suggest that the:

apparent credibility and dissemination of the annual report to relevant publics
provides organizational managers with a unique opportunity to design a
particular organizational image for their relevant publics..

Using Goffman’s (1959) dramaturgy metaphor, narrative disclosures in annual
reports allow managers to stage and direct the play they wish their publics to see,
to pick the characters, to select the script and to decide which events will be
highlighted and which will be omitted.

This statement suggests that, more than being an impression management tool, the
annual report constitutes a team performance in its own right. If this is the case, it
has important implications for the analysis of annual reports in an impression
management context. As was discussed above, the fundamental unit of analysis
should be the team performance as a whole, suggesting that the annual report needs
to be considered in its entirety and that any analysis that focuses on selected
components in isolation from the totality of the performance is potentially

incomplete.

3.5.2 The corporate annual report as a team performance
If the annual report can be conceived of as a performance in its own right, it should
exhibit characteristics consistent with the eight elements of performance that were

considered important by Goffman, and that were presented as a synthesised structure

78



in Figure 3.1. These were arranged into three categories — the performance pre-

conditions, the scripting elements of the performance, and the staging elements.

3.5.2.1 The performance pre-conditions

The first element is the necessary precondition of mystification or the requirement
for some asymmetry between the knowledge possessed by the performance team and
that available to the audience. This condition is certainly met in the case of annual
reporting and, in fact, is often cited as the reason why reporting is necessary. For
example, in their review of the corporate disclosure literature, Healy and Palepu
[2001] argue that the demand for disclosure and reporting arises from the
information asymmetry that exists between managers and those outside the firm and

the inherent agency conflict that arises from this.

The next pre-condition is the sufficient condition of motivation to play the role,
regardless of the actual level of belief in the part. It was explained above that
individual members of top management, the board chairperson and associated public
relations personnel have motivation to negotiate and stage team performances with
the objective of influencing the external audience’s perceptions about the
organisation. It was further noted that disclosures like those made in the annual
report can be instrumental in influencing how outsiders judge the organisation.
Hence, regardless of their actual view of the situation, members of the performance
team, bound by reciprocal familiarity and reciprocal dependence, should be
motivated by self-interest to produce an annual report that is consistent with the

team’s impression management goals.

3.5.2.2 The performance scripting elements

The four scripting elements are dramatic realisation, idealisation, misrepresentation,
and reality and contrivance. The script is, in effect, the information that is included
in the annual report, including the voluntary narratives and associated figures, graphs
and tables. Dramatic realisation occurs when actors decide which specific facts are
to be emphasised in their performance. Voluntary report disclosures reflect this
decision. What is included, as Neu et al [1998] explain, reflects management’s
mediation of the imperfect relationship between organisational actions and the

disclosures that are made about them. The expectation is that firms will emphasise
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facts consistent with the promotion of a positive, valued organisational image in their
disclosure choices. An example is apparent in the selective use of graphs reported by
Beattie and Jones [1999, 2000a,b]. They observe that graphs of key financial
variables are significantly more likely to be included in annual reports when they
portray a favorable trend. The inclusion of graphs in this case emphasises the

positive financial news.

Idealisation relates to selectivity in the norms and values revealed in the
performance.  Specifically, the performance will emphasise behaviour which
exemplifies values that team members believe are held in high regard by the
audience. Idealisation is reflected, for example, in disclosure decisions about the
corporate social responsibility (CSR) information voluntarily included in annual
reports. Research results suggest that increased scrutiny by the audience is
associated with increased disclosure [Deegan and Gordon, 1996; Deegan et al, 2002;
Campbell, 2004]. Furthermore, negative CSR information tends to be concealed,
while the amount of positive CSR information disclosed tends to increase when an
organisation’s image is potentially under threat [Deegan and Rankin, 1996; Deegan
et al, 2000].

Misrepresentation may occur in many forms in annual reports. As Goffman noted, it
may be due to innuendo, strategic ambiguity or omission, as well as unintentional
miscommunication. Attempts to reduce the clarity of report narratives through the
use of textually complex prose may be one example designed to obscure meaning
and increase ambiguity [e.g. see Courtis 2004]. Another might be the tendency noted
by Aerts [1994] for good news to be discussed in clear straightforward terms while
negative news tends to be couched in more technical and less comprehensible

accounting terms.

Finally, reality and contrivance are likely to occur in report narratives as company
spokespeople embellish explanations in order to create favourable images. A
particular case is that of creating “strategic illusions” of managerial control [Salancik
and Meindl, 1984]. Drawing on attribution theory, several studies [eg Staw et al,
1983; Bettman and Weitz, 1983; Clapham and Schwenk, 1991; Aerts, 1994] have

found that when outcomes are favourable, report narratives are much more likely to
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attribute internal actions as the causes of the good outcome. Conversely, when
outcomes are poor, external attributions are made regardless of the bearing that the
cause actually had on the outcome. While the outcomes did occur, their causes are
potentially embellished by contrived causal attributions to maximise the image

enhancement of the organisation and its members.

3.5.2.3 The performance staging elements

The two staging elements are front and maintenance of expressive control. Front
relates to managing the manner and appearance of those in the performance and
ensuring that the effect conveyed in consistent with the requirements of the role. In
annual reporting, this involves selecting appropriate people to convey the corporate
message. Typically reports commence with a letter from the chairperson and the
CEO. Further narrators may be included if the performance requires other parts to be

played.

Front also refers to all other aspects such as physical setting, expression used and so
on. For example, narratives are often accompanied by carefully selected photographs
of the narrators or images relevant to the message being conveyed. Sikes [1986: 32,
cited by Lee, 1994: 219] highlights the deliberate nature of these choices in annual
reports:

[t]he reality you see is the reality the firm wants you to see, often by showing
rather than by telling. Chief executive officers [CEO] are primped for portraits
as lovingly as pet poodles, and oilrigs are lit as theatrically as the set of Miami
Vice ... .

Even seemingly small details can be important elements of front. For instance,
Martin [1989] provides an example of the need to enhance a thin, spidery CEO

signature in order to convey the desired sense of authority and strength.

Other choices that relate to the selection and management of front include the type
and quality of paper to be used, the colours, the amount and types of imagery and so
on. For example, a documentary style of photography might be chosen when the
message is conveying a sense of honesty and accuracy, whilst an artistic style might
be used to evoke an emotional reaction [David, 2001]. Black and white photography
may be preferred over colour when attempting to convey a sense of responsible
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management in times of poor performance [Preston et al, 1995]. Recycled card

covers might be used to enhance a theme of social and environmental responsibility.

Finally, the remaining element of the performance, that of maintaining expressive
control, requires all aspects of the script and the front to be coherent and consistent,
avoiding any potential misunderstandings or contradictions. Although a multi-
modal, multi-authored document, the annual report is well-placed as a performance
type in which expressive control can be maximised. This is because it is a static
document that can be professionally constructed edited and reworked, before the
performance is presented to the target audience. The fact that many of the larger
companies use professional designers to produce their annual reports suggests that

issues of content choice and expressive control are important.

3.5.3 Constructing the annual report performance

While the CEO and/or the chairperson are likely to be the dramatically dominant
performers, the actual content of the annual report will depend upon which team
members have directive dominance. This may be the CEO or chair, or it may be
public relations or other personnel both within and outside the organisation. For
example, in a survey of UK investment trust chairs, Clarke and Murray [2000] found
that only fourteen per cent were solely responsible for the authorship of their annual
report letter. However, regardless of where the specific directive dominance lies, the
performance is likely to utilise many of the impression management strategies that

were identified above.

Direct assertive techniques are likely to be used in the report performance when the
organisation’s spokespeople have positive news to promote about the organisation or
its key personnel. Specific examples are provided in Table 3.1. Indirect assertive
techniques are appropriate when there is positive information to promote about
others with whom the organisation or its members are positively linked. Examples
are provided in Table 3.2. Defensive strategies are necessary when the image of the
organisation or its visible members or associates is threatened by negative outcomes
such as poor performance. Examples of direct defensive techniques are provided in
Table 3.3 while indirect defensive strategies are illustrated in Table 3.4.
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Table 3.1 Examples of direct assertive impression management strategies that

might be used in the corporate annual report

Strategy Examples
Organisational The chair’s letter draws attention to the appointment of the CEO to a
promotion prestigious industry task force

Enhancement

The CEO?’s review highlights in text box break-outs strong results in various
business segments

The qualifications and experience of board members are highlighted in the
directors’ report

Organisational

The chair’s letter explains that the record growth rates achieved are due to the

promotion strategy initiatives that the executive team has put in place
Entitlement
In the operational review, the CEO attributes the decrease in the number of
days lost through injury to the management’s decision to investment in
cutting-edge working practices
Ingratiation The report includes a copy of the customer service charter in the report

The report includes a photograph of the CEO providing front-line service to
customers

Exemplification

The report includes a picture of the CEO opening a hospital ward that the
company has funded

CSR disclosures in the report reflect environmentally responsible values and
the report is printed on recycled paper

Intimidation Not expected to be a common reporting tactic, although an example is
intimation of the extent of a region’s economic reliance on the company in the
CEQ’s review

Supplication Not expected to be a common reporting tactic, although the CEQ’s review

might refer to the need to maintain ongoing union cooperation in order to
achieve future targets

Table 3.2 Examples of indirect assertive impression management strategies that

might be used in the corporate annual report

Strategy

Examples

Boasting

Including a photograph of the chair congratulating the captain of a well-
known sporting team that is sponsored by the organisation, with the captain
wearing clothing prominently displaying the company’s logo

Reporting the team’s successes and the company’s sponsorship of it in the
chair’s letter

Blaring

When the mining industry has experienced a number of serious industrial
accidents, a mining company’s chair’s statement might explain how the
company’s particular work practices ensure mine safety for its employees,
unlike those of its competitors

Burnishing

The report of a pharmaceutical company includes information commending a
team of medical researchers with whom the company is known to be
associated for ground-breaking advances that they have achieved through the
year

Blasting

Not expected to be a common strategy, although the CEO’s review might
make reference to poor safety records or other negative characteristics of
others in the industry in general terms in order to increase the chances that
the company’s achievements might be considered in a more positive light
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Table 3.3 Examples of direct defensive impression management strategies that

might be used in the corporate annual report

Strategy Examples
Accounts If a company has been linked in the media to an environmental disaster, the
Denials CEQ’s statement contains a denial that the company was involved in the event,
emphasising natural causes and local industry for the occurrence rather than the
company’s actions
Accounts The CEO’s review acknowledges a loss of market share for its key product, but
Excuses explains that the company is not responsible for the loss, blaming changes in
excise duties negatively affecting the product’s attractiveness
Accounts The chair’s statement includes an acknowledgement that the company has had

Justifications

to downsize and reduce its workforce but explains that this is necessary to avoid
a full shut-down of operations and therefore it is protecting the longer term
interests of as many workers as it possibly can

Disclaimers

Not expected to be a common strategy, although in the CEQ’s review of
investment fund performance, the CEO may caution that, although superior
returns were generated this year, future returns depend on a range of complex
market factors and investors should be cautious about the high level of return
being sustained indefinitely into the future

Apologies

Not expected to be a common reporting tactic, although after a particularly bad
year when there are no credible external factors to blame, the chair’s statement
may contain an apology for poor performance and a promise of improvement

Organisational
handicapping

Not expected to be a common reporting tactic, although CEOs anticipating
poorer performance in the next year might suggest in the review of operations
that uncontrollable external forces may be significant hurdles affecting future
performance in order to reduce the impact of poor performance if it does
eventuate

Table 3.4 Examples of indirect defensive impression management strategies that

might be used in the corporate annual report

Strategy

Examples

Burying

One of the company’s directors is also the director of a company accused of
trading while insolvent. The other directorship held is not mentioned in the
director’s profile in the annual report

Blurring

Company spokespeople who had in the past spoken against appointing
members of minority groups to the board now attempt to obscure this past
stance by displaying prominent photographs of female board members in the
annual report

Boosting

Not expected to be a common reporting tactic, although an example may be
a company that has a joint venture partner that has been linked with
environmental degradation at its plant in India where the joint venture
operation is also conducted. In the annual report, as part of the company’s
CSR disclosures, mention is made of the infrastructure developments that the
joint venture partner has contributed to the local Indian community which
have increased the standard of living for villagers. No mention is made of
the degradation.

Belittling

Not expected to be a common reporting tactic, however it might occur in
general terms to devalue the aspects of a rival’s activities. For example, the
chair of a film producing company that cannot afford to use international
experts and celebrities to produce movies might highlight this in the annual
report letter, and convey the message that use of the more admired
international personnel is in fact unnecessary, financially wasteful and
disloyal to the local community.
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3.6 OVERVIEW
The first two major objectives of this study were to develop an integrated model of

Goffman’s [1959] conceptualisation of self-presentation behaviour and to construct a
multi-level model demonstrating that the concepts underpinning individually-based
self-presentation behaviour could be applied to behaviour in organisational contexts.
Both of these objectives have been met in this chapter. First Goffman’s [1959]
dramaturgical analogy describing self-presentation behaviour was overviewed. The
eight key elements of that exposition were presented as an integ