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Firms use political strategies when attempting to influence public policy decisions.
One common assumption is that firms’ political strategies will be less effective if the
public policy issue has widespread interest among a large segment of likely voters—a
“widely salient” issue. We explore how information and reputation cascades, driven
by activists or nongovernmental organizations, cause public policy issues to become
widely salient. We then discuss how firms can prevent the occurrence of such wide-
spread salience and how they can respond once an issue has become widely salient.

Management scholars have studied actions
taken by firms to influence public policy deci-
sions by political actors—"corporate political
strategies”—for several decades (e.g., Baron,
2003a; Epstein, 1969; Keim, 2001; Lenway & Reh-
bein, 1991; Mahon, 1983; Schuler, Rehbein, &
Cramer, 2002). An important focus of this re-
search has been identifying contingencies that
make a firm’s participation in the public policy
process more or less successful (e.g., Holburn &
Vanden Bergh, 2002; Lord, 2000). One key deter-
minant of corporate political strategy success
identified within this literature is the saliency of
the issue on which the firm is trying to compete
(Hillman & Hitt, 1999; Keim & Zeithaml, 1986;
Yofifie, 1987). A premise of the literature is that
firms will find it more difficult to advance their
own interests if an issue is "widely salient”—
that is, it is important to a broad segment of
likely voters whose opinions are coalescing
around one or two policy options.

Consider an issue that gained wide salience
in the United States in 2003. Since the late 1990s,
firms such as McDonald’s, Nestlé, and Kraft
Foods have been blamed for producing food
with high fat and sugar content, for offering
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artery-clogging fats in some of their biscuits,
and for marketing their products in schools. Or-
chestrated by several consumer groups, the is-
sue was highly publicized in the media, and
several experts’ reports have linked these prod-
ucts to obesity. Strong public outcry, lawsuits,
and a growing threat from government actors to
introduce new legislation or regulations have
resulted, along with a decline in the market
value of the accused firms. Manufacturers have
responded by disputing this link, but the issue
has remained salient.

Greater issue salience is presumed to neces-
sitate more aggressive political action on the
part of firms (Getz, 1997; Yoffie, 1987) and an
increased willingness to join in collective action
(Hillman & Hitt, 1999). However, while many
scholars point to issue salience and the role of
activists as key determinants of the choice of
political strategy or success thereof (Baron,
2001), little attention has been paid to how is-
sues reach this status. How does an issue be-
come salient to a wide segment of voters? What
is the role of interest groups, activists, or non-
governmental organizations (NGOs) in the pro-
cess leading to widely salient issues? Can a
firm prevent an issue from becoming widely sa-
lient? When an issue becomes widely salient,
how can firms respond? These are central ques-
tions we address.

We begin by exploring the process by which
political issues become widely salient. We de-
pict the interaction between information and
reputation cascades, processes modeled by
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scholars when explaining rational herding be-
havior by individuals. Information cascades, on
the one hand, occur when an individual, having
observed the actions of others, chooses to follow
others’ behavior, regardless of personal infor-
mation possessed, because he or she thinks the
others are more knowledgeable (Bikhchandani,
Hirshleifer, & Welch, 1992). Imitating the behav-
ior of others in uncertain environments is a cen-
tral proposition in organizational theory (Cyert
& March, 1963; DiMaggio & Powell, 1983). Simi-
larly, we contend that voters in a democracy
may have little incentive to become informed
about most policy-making issues and therefore
may follow the opinions of others (Downs, 1959;
Kuran, 1987).

Reputation cascades, on the other hand, apply
to individuals who are, or desire to be, special-
ists on a subject (e.g., experts or reporters).
These individuals may follow the behavior of
other specialists, potentially going against their
private preference, not as a result of ignorance
but rather to earn professional and social ap-
proval or to avoid professional and social dis-
approval (Kuran, 1989).

Using these concepts of information and rep-
utation cascades, we show how some groups or
activists can be successtul in the political arena
by creating widely salient issues, and we exam-
ine whether firms can employ similar tactics.
We then discuss how firms can try to prevent the
transformation of a narrowly salient issue into a
more widely salient one by other groups or po-
litical rivals and explore how firms can react
once widely salient issues are created. We
show, especially, that timing is key and that
successful firms should adopt different political
strategies, depending on where the issue stands
in the process leading to its saliency.

The remainder of this article is organized as
follows. First, we briefly review the existing lit-
erature on corporate political strategies refer-
ring to widely salient issues. Second, we ex-
plain how information cascades among
individuals and reputation cascades among ex-
perts and reporters can lead to widely salient
political issues. We then turn to firm-level strat-
egies and investigate how firms can try to pre-
vent the occurrence of information and reputa-
tion cascades, and how they can react when
issues have already become widely salient.
Theoretical propositions are derived from this
analysis. We conclude with a discussion of our

theory as it applies to current thought in corpo-
rate political strategy and implications for fu-
ture research.

WIDELY SALIENT POLITICAL ISSUES

The emphasis on the degree of saliency for
any given political issue, in the management
literature, can be traced to Keim and Zeithaml's
(1986) work on how various political strategies
can be used for salient versus nonsalient public
policy issues. More recently, Hillman and Hitt
(1999) argued that the key differentiator in sa-
liency is between those issues that become
“election issues” and those that are “nonelec-
tion issues,” the former referring to issues of
enough interest to generate election debate. Al-
though Hillman and Hitt's (1999) distinction is a
helpful one and one that recognizes that every
public policy issue is salient to some likely vot-
ers (i.e., there are no "nonsalient” issues), we
prefer to distinguish between “widely salient”
issues—those public policy issues likely to be of
interest to a large segment of likely voters and
to receive considerable media attention—and
"narrowly salient” issues—those issues of sa-
lience to a limited few, often advocated only by
organized groups and resolved without public
discourse. Wide salience, as we use the term,
refers to salience of an issue from the perspec-
tive of likely voters. When a public policy issue
attains a level of wide salience, this also im-
plies a coalescing of voters’ opinions around
one or two policy options. If voters’ opinions are
diffused across many different policy options, no
one policy is, by definition, likely to be widely
salient.

Getz (1997) contends that public issue saliency
can explain the intensity of a firm's political
activity. Yoffie (1987) argues that firms will tend
to adopt a more active leadership position on
salient issues. Similarly, Hillman and Hitt (1999)
propose that firms will act collectively rather
than individually when issues are highly sa-
lient. The starting point for all of this work, how-
ever, is that issues are either widely salient or
not for reasons that are exogenous to the firms'
strategies. That is, these authors take the degree
of saliency as a given rather than exploring
whether or not firms can play a role in this
process. Hence, this analysis does not address
the process by which issues become widely sa-
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lient and how, if at all, firms might participate in
it.

How Issues Become Salient

A widely salient public policy issue as we
define it is one that attracts the interest of a
wide segment of voters and one where those
voters' opinions have coalesced around one or
two policy options. A widely salient issue then
requires some degree of uniformity in the opin-
ions adopted by individuals in a society. Issues
in a presalient state, however, are characterized
by either (1) few individuals having an interest
in or an opinion about the issue at hand or (2)
many opinions about the issue existing but none
enjoying widespread support among a large
number of voters.

To account for how issues can become salient,
it is crucial to first explain how a large group of
individuals might choose to become interested
in a particular public policy issue and then how
these individuals coalesce around one or two
options dealing with the issue. This inquiry is
similar to research in organization theory on
why organizations often pursue similar prac-
tices and strategic choices (DiMaggio & Powell,
1983; Oliver, 1991). A fundamental proposition of
this line of research, also known as neoinstitu-
tional theory, is that firms choose to imitate oth-
ers when facing uncertainty (Cyert & March,
1963) and that actors tend to look at the actions
of others for clues about which choices they
should make (Cialdini, 1993). Decision makers
often imitate peers to minimize search costs and
to avoid costs of experimentation (Fiske & Tay-
lor, 1991); if a certain opinion prevails among
many actors, it is interpreted as being a sensible
one, and is therefore imitated.

We contend that a similar mechanism helps
us understand the emergence of widely salient
public policy issues. A standard assumption in
the economics and political science literature
regarding voters is that they are rationally igno-
rant about most political issues (Mueller, 1989).
Voters often choose to be ignorant about politi-
cal issues because the costs of gathering infor-
mation about numerous complex topics are high
relative to the expected benefits. As a result,
when they have to decide which policies are
important to them and which candidate to vote
for, voters are often influenced by what other
voters think or plan to do. Similar to the effects

of uncertainty on decision making in neoinstitu-
tional theory, the assumption of rational igno-
rance explains that an issue may become
widely salient because rationally ignorant vot-
ers imitate the behavior of others who decide
that an issue is threatening or important. This
process is called an “information cascade” in
the rational choice literature (Bikhchandani et
al., 1992).

Information Cascades and Widely Salient
Issues

According to Bikhchandani et al., “An infor-
mational cascade occurs when it is optimal for
an individual, having observed the actions of
those ahead of him, to follow the behavior of the
preceding individual without regard to his own
information” (1992: 994). These authors show
that, in a general setting with sequential
choices, at some stage

a decision maker will ignore his private informa-
tion and act on the information obtained from
earlier decisions by others. The next individual
draws the same inference from the history of past
decisions; thus if his signal is drawn indepen-
dently from the same distribution as previous
individuals’, this individual also ignores his own
information and takes the same action as the
previous individual. In the absence of external
disturbances, so do all later individuals (Bikchan-
dani et al., 1992: 994).

Put simply, the information cascade logic can
be explained in a few steps. The first step is that
a set of individuals makes a similar decision in
sequence—for instance, whether or not to eat at
a specific restaurant along a busy tourist ave-
nue. This decision implies a cost in terms of
foregone opportunities and the price of food and
beverages purchased, but none of the individu-
als knows for certain what benefits he or she
will derive from such a decision. Each has a
probability of liking the restaurant choice,
based on noisy information he or she receives
prior to the decision (e.g., a guide book recom-
mendation).

When the first customer makes a decision, his
only source of information is the prior informa-
tion received. After the first actor chooses, how-
ever, there is additional information available
to those who have yet to choose—the sight of the
first actor going into or eating at the restaurant.
The second individual observes what the first
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one did, which impacts her probability of choos-
ing, and then she makes her decision. If the
signal she gets from the prior individual's ac-
tions offsets the information from the signal
prior to the game, then she flips a coin to make
up her mind. At the time the third individual
makes a decision, her own signal may be out-
weighed by the information she receives from
observing the first two choosers, and she may
decide to go to the restaurant, regardless of her
original signal. A fortiori, the next individuals
will all do the same, and a positive information
cascade has been generated.

The information cascade process as it per-
tains to public policy issues often starts with a
limited number of individuals, often those in
well-organized groups, who undertake efforts to
convince less informed others of an issue's im-
portance. If successtful, these efforts create the
spread of salience. But this process is not over-
night, nor does it reflect a sudden collective shift
in people’s beliefs. Individuals are likely to re-
spond differently to the information they re-
ceive. Some rationally ignorant individuals may
be convinced immediately by new information,
whereas others will remain skeptical. As doubts
dissipate among individuals over time, issues
become widely salient. The process leading to
widespread salience is therefore incremental.

Widely salient issues may also gain local sa-
lience first before expanding to a wider phe-
nomenon. For instance, tuna fishing techniques
attributed to the killing of dolphins became an
issue first in California in the United States, in
the 1980s. It took several years before this issue
reached national saliency, and only in the early
1990s did U.S. authorities threaten to introduce
new legislation and place an embargo on the
import of Mexican tuna because of its noncom-
pliance with dolphin-safe fishing methods (Ste-
ger, 2003).

A corollary prediction of both neoinstitutional
theory and the information cascade literature is
that when individuals find the consequences of
a specific opinion about an issue difficult to
evaluate, they will look at the number of peers
adopting an opinion as a cue about what to do
(Palmer, Jennings, & Zhou, 1993). The number of
individuals that can be reached by issue infor-
mation is a critical factor in explaining why
some issues and not others become widely sa-
lient. Access to a wide segment of individuals is
key to creating a successful information cas-

cade and creates an important role for the me-
dia in this phenomenon (Kuran & Sunstein,
1999).

The media are major sources of information in
modern societies (lyengar & Kinder, 1987), with
millions of likely voters directly influenced by
what they read in newspapers or watch on tele-
vision (Herman & Chomsky, 1988). The definition
of a widely salient issue provided earlier indi-
cates the importance of the media in the politi-
cal arena (Brians & Wattenberg, 1996). Print and
electronic media reporters report and convey the
opinions of experts. In newspaper articles or on
radio and television news shows, reporters
choose the experts to interview, and they report,
more or less faithfully, those individuals’' com-
ments (Hetherington, 1996). Reporters thus play
an important role in the mechanism by which
salient issues develop, and they must be given a
specific role in a theory attempting to explain
the development of salient issues. Activists and
NGOs have certainly acknowledged this point.
For instance, in a recent study of boycotts
against firms, Friedman argues that, in most
cases, activists attempt to attract attention from
the news media and make the issue salient.

Reporters, as we use the term here, refers not
to opinion writers or columnists but those who
are employed by major news services that at-
tempt to present relatively objective coverage of
news events. Reporters for the New York Times
or the BBC are examples. We recognize that all
reporters use subjective filters, but we believe
that one can draw distinctions in terms of de-
grees of objectivity. The reporters we focus on
here are the original gatherers of information
that becomes news and often the sources for the
products of opinion writers or media commenta-
tors with announced or widely understood ideo-
logical positions.

The last important prediction of organization
theory for our purpose is that individuals, when
they have to make a choice about whose opinion
to adopt, will be influenced by the credibility or
status of information providers (Burns & Wholey,
1993; DiMaggio & Powell, 1983). When high-
status individuals or very credible actors, such
as experts, are the first to adopt an opinion,
many other individuals will follow, often ignor-
ing contrary private information. Thus, the opin-
ion of perceived experts is likely to be at the
origin of the process by which an issue becomes
salient, because these experts bring credibility
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and expertise. Similarly, an interest group or a
group of activists trying to make an issue salient
will probably first have to obtain the support of
experts—if possible, well-known ones.

Based on insights from neoinstitutional and
information cascade theories, we can now de-
scribe the sequential development of widely sa-
lient issues in the following way. First, experts
originate the process and, working through or-
ganized groups, begin to spread information
about a phenomenon (e.g., the risk of global
warming). Reporters then relay this information
supplied by experts to a broad audience of in-
dividual citizens (e.g., global warming repre-
sents a phenomenon threatening the future of
mankind). Some individuals begin to take an
interest in the issue and develop personal opin-
ions based on the information provided by the
experts and spread by the reporters. These early
converts spread information to other individuals
in their circles of acquaintance or to colleagues
by referring to the opinion of experts. Rationally
ignorant voters may become interested in this
issue and, to reduce search and experimenta-
tion costs, may adopt the opinion of the early
converts, making the issue widely salient (e.g.,
global warming is now widely perceived as a
terrible risk).

Interestingly, this process can also cause vot-
ers to adopt positions that might not be in their
best interest. Consider the example of protec-
tionism. It is easy to explain why public decision
makers often support protectionism. Protection-
ist policies generally are those with highly con-
centrated benefits enjoyed by the group seeking
protection but with dispersed costs borne by the
unorganized consumers (Wilson, 1980). These
are ideal policies for an official seeking reelec-
tion to support because they will have little or-
ganized opposition and strong proponents. How-
ever, left unexplained is why individuals who
are not members of the group seeking protection
often support the idea of protectionism, even
though free trade might generate lower prices
for them as consumers (Caplan, 1999). The in-
sight provided by the models presented here is
that protection-seeking activists like trade
unions may be able to trigger an information
cascade by getting rationally ignorant individ-
uals to believe protectionism is in their best
interest.

Elected officials and those seeking election
are other important actors affected by public

policy issues that become widely salient. Our
theory assumes all actors act rationally—that is,
they make decisions by trying to maximize their
utility (utility being considered here as a subjec-
tive concept: individuals have different sets of
preferences). Generally, it is assumed that ra-
tional politicians seek reelection (Mueller, 1989),
which makes the degree of issue saliency im-
portant to them (Bonardi, Hillman, & Keim, 2005).
When an issue is only narrowly salient and does
not attract the attention of a large segment of
likely voters, policy making is left to the discre-
tion of public officials, who can efficiently allo-
cate these policies among the groups attempt-
ing to influence the policies (Baron, 2001). When
issues are widely salient, however, the costs of
information are greatly reduced for likely voters,
thus enabling them to get interested in the issue
and perhaps vote accordingly.

Existing research indicates that widely sa-
lient issues, especially those covered widely in
the media, create constraints on policy choices
for elected politicians (Besley & Burgess, 2002).
An example is the issue of genetically modified
food in Europe. Interest groups such as ATTAC,
Greenpeace, and Friends of the Earth dissemi-
nated information that raised fears among vot-
ers about food safety and quality. Salience of
the issue grew, and voters’ opinions coalesced
around opposition to genetically modified foods,
pushing European politicians to block the entry
of these foods often marketed by American
firms. The decision made by Monsanto in 2003 to
pull out of the cereal business in Europe was a
consequence of this mechanism.

Politicians generally react in two ways to is-
sues that become more salient to a larger num-
ber of voters: (1) either they wait for the issue to
be widely salient and act only when they feel
constrained to do so or risk having their reelec-
tion jeopardized, or (2) they act as entrepreneurs
in the political arena, identifying early opportu-
nities related to an issue's becoming widely sa-
lient and using it as a way to compete against
other politicians.! Both of these reactions were
seen in the context of the genetically modified

! This suggests that some politicians probably pay atten-
tion to issues that they think might be presalient. As sug-
gested to us by one of the anonymous reviewers, health care
is an issue that might very well be considered presalient in
North America and Europe, and therefore is probably highly
scrutinized by opportunistic political entrepreneurs.
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food controversy. In England and Germany, gov-
ernment actors tended to wait to support public
opinion longer than in more agricultural coun-
tries, such as France, where many politicians
were early supporters of the issue and behaved
as political entrepreneurs.

As issues become widely salient, politicians’
options are constrained. Thus, opportunities for
activists, interest groups, or NGOs to obtain the
public policies they seek increase as they raise
the salience of their issues.

The Fragility of Information Cascades

Based on insights from the information cas-
cade literature, Rao, Greve, and Davis (2001)
have described a limitation of neoinstitutional
theory directly relevant for the study of widely
salient issues. Their empirical analysis of ana-
lysts’ coverage of NASDAQ stocks shows that
while organizational theorists have documented
the ubiquity of imitation in adoption decisions,
the arrival of new information can cause post-
decision regret and induce decision makers to
reverse their course of action. In other words,
imitation processes produce errors, which some
decision makers realize over time. Thus, the im-
itation-adoption process is likely to be fragile
(Bikhchandani et al., 1992). Similarly, informa-
tion cascades driving potential salient issues
develop over time but can suddenly disappear
or be reversed through the release of new infor-
mation to voters. And although more people
adopting the same opinion make the informa-
tion cascade more widespread, it is not neces-
sarily more robust.

For our analysis, this means an issue might
not become widely salient if conflicting informa-
tion (such as a new media report) discourages
individuals from coalescing around a position.
Thus, theoretical development beyond the social
processes described by neoinstitutional theory
is needed to explain the occurrence of widely
salient issues in the face of the fragility of infor-
mation cascades. What must be explained espe-
cially is what might prevent key information
providers—such as, as we saw, experts and re-
porters—from conveying disappointing informa-
tion to a large number of individuals. Experts
and reporters can, in fact, hardly be considered
rationally ignorant actors. They spend their
working life searching for information and con-

veying information to others. Information cas-
cades and mimetic behaviors are therefore not
sufficient in themselves to get experts and re-
porters to adopt a certain opinion, convey it, and
stick to it. How, then, can the fragility of infor-
mation cascades be mitigated? How can activ-
ists or NGOs make sure that experts or reporters
will not change their mind and convey disap-
pointing information about a specific issue? To
answer this question, we turn to the theory of
reputation cascades.

Influencing Information Providers: Reputation
Cascades

To overcome the uncertainty created by the
fragility of information cascades, we suggest,
following Kuran and Sunstein’s (1999) insight,
that interest groups or activists trying to trans-
form an issue into a widely salient issue must
trigger reputation cascades among experts and
reporters before trying to create an information
cascade among individual likely voters. In the
tuna fishing issue cited above, for instance, the
public outcry started when animal rights groups
publicized a report by experts that more than a
million dolphins had been killed in the 1970s
and 1980s and that these continued practices
might endanger the species.

Reputation cascades differ from information
cascades in that individuals in this setting do
not decide to adopt the opinion of others out of
ignorance but, rather, as a way to maintain their
social status, improve their reputation, and
avoid the disapproval of colleagues around
them. While reporters and experts may have
different interests, training, reward systems,
and peers, we contend that both groups are
likely to respond similarly to concerns over so-
cial pressure. Thus, we argue that this mecha-
nism can drive experts and reporters to consen-
sus, thereby potentially generating a less
fragile information cascade as described above.
Figure 1 depicts this logic.

Our presentation of reputation cascades fol-
lows Kuran's work (1995). The starting point of
this analysis is the choice faced by an expert or
a reporter who must convey a preference on an
issue. Reputation cascades involve individuals
who are informed about the subject and who
have investigated it. If experts and reporters do
not feel any social pressure related to their po-
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FIGURE 1
Reputation Cascades, Information Cascade, and Public Policy Making

Reputation cascade
among experts

Reputation cascade
among reporters

Information cascade in
public opinion

Government adoption of public
policy for the issue

sition on an issue, they will use their private  ers are concerned about social pressure created
opinion or preference when asked about an is- by others in their field, and they may be induced
sue. In some cases, however, experts and report-  to convey a public opinion different from their
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private opinion on the issue—known as "prefer-
ence falsification” (Kuran, 1995).2

Falsification encompasses many potential be-
haviors for experts and reporters: some experts
might knowingly falsify their results or conceal
disturbing parts of their research; others will
only look at certain research areas without con-
sidering others, therefore leaving aside impor-
tant dimensions; and yet others will just ques-
tion and doubt their own research findings.
Other experts or reporters might also engage in
self-silencing and shy away from voicing an
opinion contrary to the one that generally pre-
vails in his or her environment.® All these differ-
ent behaviors are here treated under the generic
term preference falsification. The theory is not
atfected by this potential variation in behaviors:
as long as the consensus among experts or re-
porters is not questioned, the signal will go
through and will influence the rest of the indi-
viduals in a society.

Of course, people vary in their responses to
prevailing social pressures. One individual may
resist pressure that another chooses to accom-
modate through preference falsification. We as-
sume that, when an expert or reporter is asked to
express an opinion publicly, he or she will re-
ceive benefits or incur costs as a result. As ar-

2 Research in social movements (Gamson, Fireman, & Ry-
tina, 1982) and in social psychology confirms the existence of
social forces on people's public opinion. Asch (1952), for
instance, devised an experiment to examine the extent to
which pressure from other people could affect one’s percep-
tions. He found that many of the subjects who were placed in
this situation went along with the clearly erroneous major-
ity. When they were interviewed after the experiment, most
of them said that they did not really believe their conforming
answers but had gone along with the group for fear of being
ridiculed or thought “peculiar.” Asch's subsequent research
showed that people conform because they want to be liked
by the group and because they believe the group is better
informed than they are. In addition, Asch also found that one
of the situational factors that influence conformity is the size
of the opposing majority: the group pressure implied by the
expressed opinion of other people can lead to modification
and distortion, effectively making many people see almost
anything.

3 As pointed out to us by one of the reviewers, it is inter-
esting to note that the behaviors of experts and reporters
might very well differ on this point. Experts might often be
tempted to avoid disapproval by their peers, which might
have some important long-term consequences for them, and
therefore to silence their true opinion, whereas reporters
might chase the “hot” story and therefore openly support the
developing public opinion, even if it goes against their own.

gued by Kuran (1989), three distinct consider-
ations may enter one's calculations: (1) the
satisfaction that one is likely to obtain from so-
ciety’'s decision, (2) the reward or punishment
associated with a chosen preference, and (3) the
benefits one derives from truthful self-expres-
sion. The first consideration is likely to be fixed
and of low importance, since one individual ex-
pert/reporter’s likelihood of directly influencing
the public policy is low. The third is the most
subjective and difficult to estimate. We therefore
focus our attention on the second consideration
as the main vector for a political strategy—
rewards or punishments for a certain position.
Sanctions or rewards imposed on experts can
be of various sorts, among them the following:
being ostracized in conferences or by others in
the field, being hindered in the development of
one's career, having papers rejected for publica-
tion, or finding it difficult to acquire research
support. Rewards given to or sanctions imposed
on reporters are easier to identify, in the sense
that reporters need to attract a wide audience to
promote their career (Bovitz, Druckman, & Lupia,
2002). Developing a positive and widespread
reputation among peers may, in turn, increase
the tendency to express popular public prefer-
ences and discourage contrarian behavior (Sut-
ter, 2001). Reporters also need to differentiate
themselves from their peers and find new sto-
ries. Especially attractive new stories are those
that are unique or that stress the threat or ben-
efit created by certain phenomena. Reporters
have incentives to closely follow what experts
are thinking and to exploit related opportunities
to build their reputations. We therefore posit
that an opinion declaration by one individual
expert or reporter is a function of the public
rewards and sanctions he or she incurs for his or
her stand and of the psychological costs or ben-
efits from a declaration that is consistent or in-
consistent with his or her private preference. We
call the opinion that an expert or reporter con-
veys in public his or her “public preference.”
The choice to convey a public preference dif-
ferent from one's private preference is also a
function of the expert/reporter’'s falsification
threshold (Kuran, 1995). Assume that an expert/
reporter must make a public statement and has
a choice between two alternatives: the position 0
and the position 100. The expert/reporter then
has a threshold (between 0 and 100 percent of
the mean estimated collective opinion) at which
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he or she decides to falsify his or her own pri-
vate preference. For instance, if an expert has a
private preference x = 20, then, given a choice of
0 or 100, the expert would rather support the
former. If the pressure from the interest group
supporting 0 and the interest group supporting
100 are the same, the expert will stick to his or
her private preference of 20 and will express 0.
But there is a threshold at which the social pres-
sure will push the expert to express 100. Sup-
pose that an expert’s threshold is 70. Then, if the
collective opinion among experts/reporters is
below 70, the expert will express 0. If the collec-
tive opinion among experts/reporters is above
70, the expert will pick 100. If the collective opin-
ion among experts/reporters is 70, he or she
might as well toss a coin, and the outcome be-
comes random.

Figure 2 shows a possible distribution of
thresholds among experts/reporters about an is-
sue. We obtain a curve in which the vertical axis
represents the cumulative distribution of thresh-
olds, found by plotting, for each value of the
expected mean collective opinion between 0
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and 100 (the horizontal axis), the percentage of
the experts'/reporters’ community with a thresh-
old at or below that level. In this example, 15
percent of the experts/reporters have a threshold
equal to 0, which means they are already con-
vinced that 100 is the right opinion to support.
These experts/reporters do not have to falsity
their opinion to assert publicly that 100 is the
correct opinion. The rest of the experts/reporters
will do so if they express a public opinion in
favor of 100. According to Figure 3, 80 percent of
experts/reporters have a threshold below 100,
which means that their preference can be falsi-
fied if they expect the collective opinion among
experts/reporters to be high enough. As well, at
35 percent of estimated mean collective opinion
among those experts/reporters, 65 percent of
them will have reached their threshold and will
then falsify their public opinion to match that of
the community.

In Figure 3 the same curve from Figure 2 is
pictured. If the expected public opinion starts at
10, it appears that 32 percent of the population
has a threshold at or below 10. So this share of

FIGURE 2
An Example of Distribution of Thresholds Among Experts or Reporters
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FIGURE 3
Expected Collective Opinion and Its Motion (with a Single Equilibrium)
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it will be revised upward. This process of rees-
timation takes place several times and drives
collective opinion higher and higher among ex-
perts/reporters. The process stops when no more
upward estimation of collective opinion occurs,
since all experts/reporters have reached their
thresholds and falsified their preferences. In
Figure 3 this happens at 78 percent of collective
opinion; 78 percent is then a stable equilibrium
for collective opinion in this case. A large ma-
jority of experts/reporters now publicly support
the position 100, even though only 10 percent of
them were really convinced when the process
started. The reputation cascade has worked to
transform the collective opinion of experts/
reporters, who will then search for information
to support their viewpoint and provide this in-
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formation to rationally ignorant voters. Voters
will, in turn, support the position 100 and will
encourage officials to support this policy posi-
tion.

The Microsoft case is an example of how col-
lective opinions among experts and reporters
can trigger a reputation cascade that will then
foster an information cascade among likely vot-
ers and strongly influence public opinion. The
Microsoft case started in the 1980s, when the
initial growth of the software firm coincided
with the study of a new concept—"network ex-
ternalities”—that began to appear in the eco-
nomic literature (e.g., Arthur, Ermoliev, &
Kaniovski, 1987; David, 1985; Farrell & Saloner,
1985; Katz & Shapiro, 1985). The insight of net-
work externalities is that, in many markets, the
value of a product or service does not depend
only on its characteristics but, more important,
on the number of users who have adopted it.
Along with this position came the belief that, in
these markets, among which software was a
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well-cited example, an inferior technology (1)
could drive a better technology out of the market
and thereby lock in existing and future users,
and (2) would create a monopoly position nega-
tively impacting consumers’ welfare in the long
run. Very few economists opposed these views,
which started growing in importance both in
economic circles and in publications.*

Based on this common belief, the Microsoft
case was viewed as an example of lock-in effect
and monopoly in network externality markets. It
is very likely that, along with this process, sev-
eral experts falsified their private opinion to
seize the opportunities created by the Microsoft
investigations. For instance, Robert Bork, gener-
ally an antitrust minimalist, former Republican
Senator Robert Dole, and Scott McNealy, a liber-
tarian, all strongly supported actions against
Microsoft. Rewards were clearly associated with
the opinions publicly expressed by these lead-
ing figures, Bork and Dole being consultants for
Netscape and McNealy a member of Sun Micro-
system, along with Franklin Fisher, a leading
economist, retained as an expert by the Depart-
ment of Justice. Reporters began to convey this
analysis, with few criticisms, to consumers who,
at the same time, were facing the first real bugs
and problems with the Windows system. This
view developed quickly and finally led to anti-
trust judgments by American officials.®

We have argued so far that interest groups or
activists can try to manipulate social move-
ments, especially information and reputation
cascades, to transform an issue into a widely
salient issue in order to attract the attention of
policy makers and build support for their issue.
We now derive implications of this analysis for
corporate political strategies.

4 Many other works, both theoretical and empirical, ap-
peared in the late 1980s and the 1990s. For a review of this
literature, see Besen and Farrell (1994) or Economides (1996).
The only scholars to publicly express their disapprobation in
the academic literature, at that time, were Liebowitz and
Margolis (1990, 1994). Their view was, and still is, however,
very marginal among economists.

5Page (1999) notes, in addition, that the antitrust deci-
sions against Microsoft cannot be explained by the lobbying
activities of its competitors (e.g., Sun, Novel, Netscape) but,
instead, by a “"general opinion” conveyed by experts in the
economic field. The process of reputation and information
cascades helps explain this result.

IMPLICATIONS FOR CORPORATE POLITICAL
STRATEGIES

Preventing Widely Salient Issues

The process of creating a widely salient pub-
lic policy issue takes time, is fraught with diffi-
culties, and is fragile, as described above. How
can firms respond if they observe efforts to ex-
pand the salience of an issue important to their
current operations or future plans? Viewing in-
formation and reputation cascades not individ-
ually, as we have done so far, but as a system
may help answer this question, because inter-
dependencies between the cascades create seli-
reinforcing mechanisms. These mechanisms, in
turn, affect the information cascade tipping
point and therefore the timing at which disrup-
tion is possible. As we will see, timing is key
here: the firm needs to choose simultaneously
when and how to act in the process leading to
salient issues.

The first interdependency relates to the link
between a collective opinion expressed by a
majority of experts and the likelihood that re-
porters will think similarly. Reporters do not
have to falsify their private opinion if they be-
lieve that what the experts say is true. Figure 4
depicts two curves regarding collective opinions
among reporters: one before a reputation cas-
cade occurs among experts and the other after.
The curves have the same shape, but the second
one starts higher because a portion of reporters
has already been convinced by experts. The fig-
ure indicates that, even in the absence of adjust-
ments made for reputation, collective opinion
among reporters jumps from 10 to 35 percent
after the reputation cascade among experts. An
expectation of 35 percent is not self-sustaining,
however, because expectations less than 70 per-
cent produce further upward revisions.

Ultimately, the figure shows that revisions in
reporters’ opinions will generate a much greater
increase in collective opinion in favor of 100. The
new aggregate of 70 percent, like the old one of
15 percent, represents a unique equilibrium. The
transformation in intrinsic utility functions has
thus replaced a low equilibrium with an appre-
ciably higher one. The move from 15 to 70 per-
cent unites two effects: an intrinsic effect and a
reputation effect. The former carries collective
opinion to 35 percent and the latter to 70 percent.
Thus, the prior occurrence of a reputation cas-
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FIGURE 4
Interdependencies Between the Three Cascades and Self-Reinforcing Mechanisms
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cade among experts is likely to generate a stron-
ger reputation cascade among reporters.

When an information cascade begins among
individual voters and the audience size for the
related issue increases, another interdepen-
dency occurs, because the rewards to reporters
for communicating the issue (and the sanctions
for not doing so) also increase. The threshold at
which many reporters may falsify their prefer-
ence decreases, and the shape representing the
cumulative public opinion changes, as ex-
plained before. Again, more reporters are in-
cited to join the crowd and support the “politi-
cally correct” opinion.

A third interdependency links the reporters’
reputation cascade to the cascade of experts.
Following the first two interdependencies, re-
porters are willing to broadcast the new facts,
results, and theories provided by experts. This
new reporting tends to decrease many experts'
thresholds, since they want their research or
experience to be covered in the media, and it
therefore moves the cumulative opinion curve
up. Consequently, the consensus among experts
is reinforced, and the cascades are even more
unlikely to be reversed. Public opinion is now
well established and stable. The self-reinforcing
mechanisms created by the interdependencies
of the three cascades are summarized in Figure
4, which shows how the first interdependency
drives up the cumulative opinion curve for re-
porters. This leads a higher proportion of the
public to adopt this same opinion. Next, we ob-
serve the second interdependency, which drives
the experts curve up and then leads to another
higher equilibrium for reporters’ collective opin-
ion. The third interdependency follows, increas-
ing consensus among experts.

These interdependencies among the cascades
suggest that a firm is unlikely to reverse public
opinion once a reputation cascade among re-
porters has taken place. The optimal time to act,
then, is during the formation of a potential rep-
utation cascade among experts.

Proposition 1: To prevent the occur-
rence of widely salient issues, firms
should implement their political strat-
egy during the formation of a reputa-
tion cascade among experts.

Early Denial When the Issue Is Not Yet Widely
Salient

One strategy often presented as sensible for
firms is “early resistance” or “early denial.” As
soon as it is understood that efforts are under
way to develop the saliency of an issue, firms
may be tempted to engage in massive public
relations operations as a countermove to “kill”
the issue before it becomes more salient. Our
analytical framework, however, suggests that
this strategy might not generate positive results
for the firm. Public relation campaigns target
individuals, not experts or journalists. In the
early stage, reputation cascades are more im-
portant than information cascades among indi-
viduals. Widespread public denials are not
likely to influence experts and could attract the
attention of individuals to the issue, possibly
having an effect opposite that desired.

For example, in 1996 ABB faced what became
known as the “Bakun controversy” (Steger, 2003).
ABB won a bid to build a large dam in Malaysia,
its largest project to date. The company was
attacked by NGOs concerned with environmen-
tal consequences in Asia and in Europe. ABB's
reaction was widespread denials in the press
that the project would cause any environmental
problems, emphasizing that the project was the
result of the Malaysian government'’s decisions.
Public awareness of the issue was raised but
had no impact on the NGOs.

Proposition 2: During the formation of
reputation cascades among experts
and reporters, public relations cam-
paigns to thwart cascades will not be
successful.

Now that we know more about “when” firms
can try to prevent the occurrence of salient is-
sues, we can explore the question of "how" they
may try to do so. The analytical framework de-
veloped earlier suggests that preventing con-
sensus from occurring among experts or journal-
ists and therefore creating a low initial impact
on public opinion is critical. Our earlier descrip-
tion of the threshold distribution function used a
unique self-sustaining equilibrium. However,
social phenomena are often characterized with
multiple equilibria (Kuran, 1995). In our setting,
this means that a similar phenomenon can gen-
erate very ditfferent public responses in different
places. Genetically modified food, for instance,
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has never been a widely salient issue in the
United States, whereas it has been a great con-
cern for Europeans, negatively affecting the
strategies of multinationals like Monsanto. The
question, then, is how can a firm maintain pub-
lic opinion at the lowest possible equilibrium,
and prevent it from moving higher?

Graphically, a situation with multiple equilib-
ria happens when the cumulative public opin-
ion curve crosses the diagonal more than once.
A case with three equilibria is provided in Fig-
ure 5. Of the three, those at 30 and 98 percent of
public opinion are stable in that further estima-
tions of collective opinions among experts/
reporters generate revisions toward them. The
70 percent equilibrium, however, is unstable,
and nearby estimations generate revisions
away from it. If the initial estimation of collec-
tive opinion among experts/reporters turns out
to be 50 percent, then the process will drive the
actual collective opinion down to the 30 percent
equilibrium. Conversely, if the initial estimation
of collective opinion is 62 percent, then the equi-
librium will ultimately be 98 percent.

In the case of several equilibria, the initial
estimation of the collective opinion by experts or
reporters is therefore a key factor explaining the
domination of a collective sentiment. In Figure 5
the 30 percent equilibrium does not create
enough saliency for the issue and, therefore, is
unlikely to attract the attention of reporters,
likely voters, and policy makers. The other equi-
librium (98 percent), conversely, generates a
high saliency and will probably be enough to
trigger an information cascade encouraging
government actors to support policy measures
dictated by the issue.

The implication of this analysis is that firms
can try to prevent the occurrence of reputation
and information cascades by influencing the
initial estimation of the public opinion made by
experts or reporters. The more variance there is
in what experts and reporters think, the lower
the initial estimation will be and, therefore, the
lower the likelihood will be that reputation and
information cascades will occur. One efficient
way by which firms can attempt to increase this
variance in experts’ opinions regarding an issue

FIGURE 5
Expected Public Opinion and Its Motion (with Three Equilibria)
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is by providing support and financing to re-
search centers and interest groups opposed to
established positions. This encourages dissent
among experts. Instead of subsidizing research
and activities of groups with similar views,
firms trying to prevent the occurrence of salient
issues might also support groups with opposing
views. For example, Shell reacted to the Brent
Spar incident by supporting various environ-
mental groups having opposing positions to
their own, in addition to those research groups
the company traditionally worked with (DeSi-
mone & Popofif, 2000).

Proposition 3: During the formation of
potential reputation cascades among
experts, firms can impede the devel-
opment of widely salient issues by
supporting interest groups with views
that are both similar and opposed to
their own interests.

This proposition might seem surprising for
scholars studying political strategies. One of the
key conclusions of the literature surveyed in the
first section of this paper is that well-organized
interests with converging views are often an
etfective way to impact public policy decision
makers. In the context of rivalry to raise the
saliency of an issue, however, it is better to
divide in order to stand. For several environmen-
tal issues, over which firms compete with activ-
ists and interest groups trying to raise these
issues’ salience, firms have successtully pre-
vented policy decisions by generating multiple
views of the policy and promoting dissension.
These actions were largely the cause of the de-
mise of a proposed European carbon tax in 1992,
as well as the process to create a regime to
control emissions of atmospheric greenhouse
gases (Levy, 1997).

Responding to Widely Salient Issues

Widely salient issues limit a firm's choice of
political strategies. Hillman and Hitt (1999) de-
pict three types of political strategies: informa-
tion, financial incentive, and constituency build-
ing. The first two—information and financial
incentives—are directed at the political deci-
sion makers themselves, whereas constituency
building targets political decision makers indi-
rectly, through likely voters. In the context of a
widely salient issue, firms may be tempted to

use political strategies directed at political de-
cision makers, because politicians and bureau-
crats still ultimately decide public policy issues.
However, these strategies are less effective with
widely salient issues, since likely voters are no
longer rationally ignorant. Public attention to
widely salient issues makes political decision
makers subject to careful scrutiny by the media
and individual voters. Therefore, political deci-
sion makers have strong incentives to conform
to expressions of public opinion on widely sa-
lient issues in order to be reelected. Thus, efforts
to influence elected officials to go against pub-
lic opinion on a widely salient issue are likely to
fail.

Antitobacco policies show that, in spite of
deep pockets and long-lasting lobbying connec-
tions, tobacco companies have been unable to
stop information cascades on issues contrary to
their interests. Tobacco companies were the
largest corporate contributors to both the Dem-
ocratic and the Republican parties in the United
States in 1996, giving nearly $11 million. Be-
tween 1986 and 1996, three of four members of
Congress accepted industry political action
committee contributions (Wheeler & Levenson,
1998). Philip Morris alone spent $19.6 million in
1996 on its Washington lobbying operation.
These efforts did not prevent the smoking issue
from becoming widely salient, nor did they stem
new regulations and settlements involving the
big tobacco companies, state’s attorneys, and
public health advocates. Aggressive attempts
by the tobacco firms to convince European
Union politicians similarly failed, with the Eu-
ropean Commission introducing sweeping new
restrictions on tobacco advertising in 2002.

Pursuing a constituency-building strategy
may enable firms to target public opinion on
widely salient issues (Hillman & Hitt, 1999; Keim
& Zeithaml, 1986), but this strategy also has dis-
advantages. Firms opposing a widely salient
issue may experience negative reputation ei-
fects by going against existing public opinion.
Damage to a firm's reputation by opposing a
widely salient issue could adversely affect cus-
tomers’ attitudes about the firm'’s products or the
supply of workers willing to seek employment
with the firm. This is because firms often have a
low credibility in the public as information pro-
viders (Argenti, 2004).

An aggressive political strategy aimed at
likely voters may also be unsuccessful for
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widely salient issues. Burroughs Wellcome Co.
experienced the negative backlash of this strat-
egy when defending the price of AZT in Septem-
ber 1989 against AIDS activists. Through highly
publicized protests and experts’ emphasis of the
threat of the AIDS epidemic, activists were suc-
cessful at making the issue widely salient and
pushing various actors in the U.S. government to
suggest taking action against the company. In
spite of an attempt to react in the political arena,
the only clear outcome was a negative spillover
to the firm's reputation overall and on its stock
price. It eventually became irrelevant to many
that the company was the first one to market a
potential treatment against the disease (Em-
mons, 1993).

Proposition 4: Political strategies suc-
cessful at influencing narrowly salient
issues are likely to be unsuccessful at
influencing widely salient issues.

Targeting Experts to Deal with Salient Issues

We have argued so far that the traditional
political strategies employed for narrowly sa-
lient issues are unlikely to work when issues are
widely salient. But these strategies are directed
only at political decision makers and the public,
whereas other strategies may be influential in
changing the nature of the reputation cascade
process. Since experts’ and reporters’ thresholds
depend heavily on the sanctions and rewards
associated with the expression of a given opin-
ion, it is possible for firms to change the distri-
bution of thresholds by reinforcing sanctions
and rewards. For example, firms can award re-
search grants to scientists and experts or or-
ganize conferences on the issue and invite
experts to report new research. New research
may support the company’s position on the
issue, resulting in a modified threshold and
cumulative collective opinion curve. This is
illustrated in Figure 6, which depicts two
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curves: one before the threshold changes and
one after. A lower equilibrium is reached after
the firm modifies the threshold.

Threshold modification is possible by firms
financing interest groups with research activi-
ties that may support the firms’ views or create
alternative views calling into question earlier
results, threatening the stability of the previous
cascade. New research results can have three
positive effects. First, they can create new incen-
tives and new research/career opportunities for
those investigating issues related to firms’ inter-
ests. Second, they can free the experts who feel
constrained for reputation purposes to embrace
the general opinion, therefore pushing down the
threshold distribution. Third, they can ulti-
mately impact reputation cascades to the point
of threatening the stability of cascades previ-
ously supported by reporters. Nike's strategy to
hire experts from the U.N. International Labor
Organization to support its position® in the face
of a labor standard controversy is a good exam-
ple of these effects.

Proposition 5: When responding to
widely salient issues, firms may
change the threshold at which a num-
ber of experts decide to falsify their
personal opinion by financially sup-
porting experts’ new research on the
issue.

Changing Reporters’ Thresholds

Firms similarly may try to change the thresh-
olds of reporters and lower an issue’s equilib-
rium. Consider the incentives driving reporters'
behaviors in the context of a reputation cascade.
We argued earlier that reporters are driven by
the need to find new information from reliable
sources and to tell surprising and interesting
stories for readers. As argued by Dyck and Zin-
gales (2002), firms may influence reporters’ judg-
ments or evaluations by giving them access to
primary information. For some firms, this may
be a way to modify reporters’ thresholds on an
issue and to avoid a reputation cascade. A com-
mitment to provide some reporters with timely

8 This strategy is somewhat similar to the one identified
by Hillman, Zardkoohi, and Bierman (1999), who found a
positive impact in terms of earnings for firms hiring former
government officials as members of the board.

and unique information about an issue may in-
fluence them.

Proposition 6a: Firms dealing with
widely salient issues may change the
threshold at which some reporters fal-
sify their personal opinions by provid-
ing these reporters with primary infor-
mation about the issue.

Criticizing or incriminating well-known com-
panies and brands, however, is often an expe-
dient way for reporters to generate interesting
stories. In the context of a widely salient issue,
companies with strong brands are often highly
threatened (Steger, 2003). Despite indications
from previous research that reporters are posi-
tively biased toward firms (Dyck & Zyngales,
2002), when interest groups are the source rais-
ing the saliency of an issue involving a firm,
reporters might have an incentive to give a neg-
ative spin (Baron, 2003c; Sutter, 2001). If the com-
pany is well known—Ilike Nike, for example—it
may be more advantageous for activists to tar-
get this type of firm (Baron, 2001) and for report-
ers to be on the activists' side and denounce the
firm. Because of these alternative incentives
that are attractive to reporters, it may be more
difficult for a well-known company/brand to
modify reporters’ thresholds by providing spe-
cial access as described above.

Proposition 6b: Changing the thresh-
old at which reporters falsify their per-
sonal opinions by providing informa-
tion is a political strategy less likely to
work in the case of well-known brands
or companies.

Reporters have another important role to play.
An information cascade may be disrupted if re-
porters decide to report contrary information or
not to relay the opinions of experts. No matter
how compelling the evidence used by experts to
support their opinions, reporters can limit the
diffusion of expert opinions. They do so by ex-
pressing a contrary view or by limiting media
coverage of the issue. Thus, it is very important
for interest groups trying to elevate an issue to a
widely salient level to ensure there is no signif-
icant opposition by reporters. Returning to our
example of genetically modified food, experts
trying to publicize positions defending geneti-
cally modified organisms have found little press
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interest, especially in agricultural countries
such as France.”

Proposition 6¢c: It is important to com-
plement a strategy of changing the
threshold among experts with a strat-
egy of changing the threshold among
reporters.

Self-Regulation

One problem with the strategies presented
above is the length of time necessary to impact
the views of likely voters. Self-regulation may
be a more timely solution to reduce the potential
negative effects of a salient issue. By self-
regulation, we mean that the firm can voluntar-
ily limit the activity that is seen as causing real
or potential social harm, thereby meeting at
least a part of the opposing activists’ or interest
groups’ demands (Lyon & Maxwell, 2002). With
self-regulation, the firm voluntarily chooses
which activity to stop and how, therefore pre-
empting directives advocated by interest groups
or activists. In the Burroughs Wellcome example
cited above, the company was finally able to
cope with mounting public opinion by announc-
ing a 20 percent price cut, ending activists' ex-
treme behavior and reducing issue saliency
(Emmons, 1993).

Self-reqgulation was an effective strategy in
the AZT case because, unlike in the earlier to-
bacco example, the action taken through self-
regulation directly affected the reporters’
threshold function and, therefore, the individu-
als getting most of their information from the
news media. When reporters cover a new devel-
opment, new forums for analysis on the issue
are opened and, in some cases, public policy
intervention becomes unnecessary. In the case
with several equilibria described above, this
might create a new situation among reporters
and move collective opinion to a lower equilib-
rium, or even stop the information cascade. This
strategy offers the advantage of potentially

7 For instance, a petition signed in September of 2003 by
1,500 French researchers, in favor of further development
trials and experiments for genetically modified food, re-
ceived very little media attention in France. Another petition
signed by other researchers a few months earlier (June 2003),
this time supporting French activist José Bové, one of the
leaders of the movement against genetically modified foods,
received much wider press and even television attention.

working faster than one depending on experts'
providing new research results. The main draw-
back depends on how costly self-regulation is
for the firm and the degree to which seli-
regulation is seen as an effective response to
interested parties.

For reasons similar to those concerning strat-
egies aimed at changing experts’ thresholds
(Proposition 6c¢), however, combining self-
regulation with a strategy to influence reporters'
opinion is therefore likely to be effective. Report-
ers will likely convey the information and com-
mentaries about the firm's self-regulation and
have an important role in preventing the future
development of a salient issue. As in Proposition
6a, this may imply changing reporters’ rewards
by such actions as a commitment by the firm to
communicate future scoops and valuable infor-
mation to them.

Proposition 7: A self-regulation strat-
egy complemented with a strategy of
modifying reporters’ thresholds is
likely to be successful at responding to
widely salient issues.

DISCUSSION AND CONCLUSION

By demonstrating that the development of
widely salient issues is endogenous to the pub-
lic policy process and driven by political actors
such as interest groups, trade unions, or NGOs,
we make an important contribution to the corpo-
rate political strategy literature. In describing
the process by which issues gain wide salience,
we have built primarily on the rational choice
literature, which highlights the role of informa-
tion and reputation cascades, and the neoinsti-
tutional literature, which explains conformity to
certain behaviors. These bodies of literature
stress two mechanisms that can lead to the for-
mation of a wave of opinion among large num-
bers of likely voters: (1) an individual's adoption
of others’ behaviors or beliefs through ignorance
and (2) the adoption of others’ position on an
issue to maintain a reputation or social status.
We have argued that the formation of a public
opinion may be influenced by triggering a rep-
utation cascade among a group of experts, fol-
lowed by another reputation cascade among
journalists, and finally an information cascade
among individual likely voters. If successful,
this process can drive many likely voters to sup-
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port a similar opinion, therefore encouraging
policy makers to support the issue position.

Our contention that political strategy formula-
tion for widely salient issues is distinct from
that for narrowly salient issues calls into ques-
tion the generalizability of prior research in cor-
porate political strategies to widely salient is-
sues. For example, Hillman and Hitt's (1999)
model of corporate political strategy depicts
three decisions firms must make regarding ap-
proach, participation level, and strategy. Our
framework suggests that these decisions will
take on fundamentally different answers for
widely salient issues. We also suggest that most
of the traditional political strategies that are the
focus of existing research (e.g., lobbying, cam-
paign contributions, or constituency building)
may be ineffective in preventing the occurrence
of widely salient issues or in reacting to issues
that are already widely salient. Because widely
salient issues reduce the rational ignorance of
likely voters, constraints are created both for
firms seeking specific public policies and on
governments or bureaucracies forming public
policies. Specific strategies instead must focus
either on preventing the occurrence of widely
salient issues or reacting when an issue has
already become widely salient. These strategies
imply contacts with experts and reporters who,
as we describe, play a major role in the forma-
tion of public opinion and widely salient issues.

We suggest that when a firm wants to prevent
the occurrence of a widely salient issue, two
considerations are critical. The first is timing.
The firm's efforts must be directed at the forma-
tion of a reputation cascade among experts to be
effective. Second, the best action for a firm may
be to sponsor interest groups and experts with
similar and opposing views to their own. Con-
versely, we suggest that early denial and public
relations actions are unlikely to prevent the oc-
currence of widely salient issues.

Similarly, when reacting to a widely salient
issue, several strategies may be helpful. Firms
can first try to break the information cascades
by providing the public with factual information
contradicting the opinion that activists, experts,
or reporters are supporting. However, convinc-
ing factual information is not always available.
Firms can then try to work upfront, especially by
financing new research by experts likely to sup-
port their views, in an attempt to change the
thresholds at which some other experts falsity

their opinions and therefore prevent adversarial
public policies. Firms can try to do the same
among reporters, especially by committing to
give some key reporters primary information in
the future if they give the firm, in exchange, a
positive spin in their news reports. We suggest,
however, that this strategy is less likely to work
with well-known firms, which provide ideal sub-
jects for news reports when involved in a salient
issue. If time is really critical, firms may also
self-regulate or voluntarily limit the activity
seen as causing social harm. Finally, firms can
combine several of these strategies to increase
their likelihood of success.

Our article also contributes to the recent liter-
ature on how firms deal with NGOs or activists
(Spar & La Mure, 2003; Steger, 2003). Most exist-
ing studies categorize firms' potential reactions
on one single axis, ranging from resistance to
collaboration. We argue this view is too narrow,
because the development of a widely salient
issue is a process often driven by NGOs and
activists, and firms are able to develop strate-
gies at different stages of the process to change
its course. The “when"” decision is almost as
important as the "how” decision. We also argue
that NGOs are not necessarily the first targets
when firms respond to widely salient issues.
Firms' political strategies to cope with salient
issues can target experts, reporters, or individ-
uals and may be more efficient than strategies
directly targeting NGOs and activists.

In addition, we have shown that the resis-
tance-collaboration axis is not always appropri-
ate, because such options are not always avail-
able, depending on where the issue is in the
process. As indicated by Proposition 2, resis-
tance and denial are not likely to be effective
before the issue is widely salient. Similarly, we
have proposed many other possibilities (e.g.,
self-regulation) that are not captured by the re-
sistance-collaboration axis.

The theory and propositions we develop may
offer additional areas for future research. First,
empirical tests of the theories advanced here
will be important steps. In-depth case studies,
as well as quantitative explorations, could ex-
plore the relevance of this framework.

Second, more work is needed regarding the
potential strategies to deal with salient issues.
While we have suggested several possibilities
here, further exploration, especially into the
ways firms can use new means of communica-
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tion, such as the internet or mass marketing, to
facilitate these strategies, is warranted.

Third, researchers can examine the persis-
tence of public policy positions as widely sa-
lient issues. Some widely salient issues persist,
with the public opinion associated with them
remaining consistent over time. Kuran (1989) as-
serts that repetition of an issue position is the
best means to ensure its acceptance over time.
Even when an issue is not widely salient any
longer, voters’ opinions might remain un-
changed because there is no alternative offered.
For example, the concept of natural monopoly
and the regulations pertaining to industries
such as telecom or electricity remained largely
unquestioned for a long period of time. Only in
the late 1970s did deregulation gain attention as
a potential alternative for these markets. This
line of research could examine relationships be-
tween regulations created by widely salient is-
sues and future barriers to entry in political
markets.

Fourth, in future research scholars should
draw the linkages between the development of
salient issues and other strategies used by ac-
tivists, such as boycotts (Friedman, 1999). The
difference with the approach proposed here is
that the purpose of the activists' strategies is not
only to influence government and public deci-
sion making but also to deter consumers from
buying products from a specific firm or a set of
firms. In other words, the focus is more on “pri-
vate politics” (Baron, 2003b) than on public pol-
itics.

A final avenue for future study is to explore
how institutional differences like constitutions
and specific policies and norms and mental
models across countries atfect the emergence of
widely salient issues (North, 1990). Since prefer-
ence falsification is a social process, it is not
likely to be identical everywhere. Sanctions and
rewards for experts and reporters are, for in-
stance, potentially different from one place to
another. Similarly, the role of think tanks needs
to be explored, since it may affect the develop-
ment of widely salient issues (Abelson, 2002)
and also varies greatly across institutional set-
tings. Differences in media operations across
countries may also affect the role played by
reporters in contributing to the creation of
widely salient issues (Dyck & Zingales, 2002). In
countries where newspapers are clearly identi-
fied with an ideological position, reporters may

be even more important contributors to the in-
formation cascade than in countries where dif-
ferent news media are less strongly associated
with a particular ideological position. These
questions are of interest to us and, we hope, to
others.
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