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CHAPTERMIM

INTRODUCTIONM

IMamMsoMtiredMofMgettingMtheseMthings.M CanMweMpleaseMresetMthisM

stupidMpriceMtargetMandMripMthisMpieceMofMjunkMoffMwhateverMlistMit'sMon.M

IfMyouMhaveMtoMdowngradeMit,MdowngradeMit.M SoMembarrassing.M

HenryMBlodgetM(Cohen,M2002,Mp.4-7)M

InM2002,M regulatorsMaccusedMtheMWallMStreetMbrokerageMhouse,MMerrillM

Lynch,MofMwrongdoingMbecauseMitMprovidedMinflatedMstockMratingsMinMorderMtoM

maintainMitsMimportantMinvestmentMbankingMclients.M TheMaboveMcommentMwasM

addressedMtoMaMcolleagueMbyMHenryMBlodget,M MerrillM Lynch'sMheadMinternetMandM

technologyManalyst,M inMregardMtoMtheMstockMpurchaseMratingsMatMMerrillMLynch.M

SuchMaMstatementMisManMexampleMofMhowMnormalMremarksMbyManMemployeeM

canMprecipitateManMorganization'sMdownfall.M ThisMremarkMwasMusedMagainstMMerrillM

LynchMbyMEliotMSpitzer,MNewMYorkMStateMAttorneyMGeneral,M inMaM10-monthM

investigationMofMtheMcorporation.M MerrillMLynchMthenMplacedMtheMblameMuponMaM

seriesMofMindividualMemployeesMwithinMtheMorganizationMafterMtheMwrongdoingM

becameMpublic.M InMthisMcase,MoneMofMtheMpeopleMMerrillMLynchMtargetedMwasMHenryM

Blodget.M

Overall,M theMorganizationMdealtMwithMtheMproblemMofMitsMguiltMbyMshiftingMtheM

blameMorM"scapegoating"MtoManMeasilyMattainableMtargetM(BrinsonM&MBenoit,M 1999).M

ScapegoatingMisMaMresponseMstrategyMusedMbyMorganizationsMtoMtransferManM

organization'sMguiltMorMfaultMtoManotherMtarget,M preferablyManMindividualM (Coombs,M

1995).MConsequently,MaMcorporationMmayMthenMprofitMfromMtheMremovalMofMtheMfaultM
. 
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and<focus<the<negative<allegations<directly<on<the<guilty<employees.< In<this<case,<

Blodget<became<an<example<of<an<employee<portrayed<by<Merrill<Lynch<to<have<

possessed<a<demeanor<that<violated<the<corporation's<mission<and<values.< The<

organization,< therefore,<could<respond<with<regret<and<reprimand<the<troublesome<

employee<for<his<unethical<behavior.<

When<a<company's<future<is<at<stake,<stakeholders<begin<to<scrutinize<

every<step<a<corporation<makes;< this<creates<an<atmosphere<in<which<the<need<to<

repair<a<corporate<image<is<great.< In<these<instances,<corporations<participate<in<

organizational<face-saving<techniques< (Heath,< 1997).< The<face-saving<

techniques<are<present<through<an<organization's<crisis<response<strategies.<

These<strategies<often<are<classified<as<excuses<made<by<corporations<that<

provide<organizations<with<the<ability<to<deal<with<the<problem.< Scapegoating<is<

one<of<the<strategies<used<by<an<organization<to<displace<the<problem<so<that<it<

may<deal<with<repairing<its<image.<

This<thesis<examines<the<process<of<scapegoating<as<it<is<used<as<a<

response<strategy<in<a<contemporary<organization.< In<turn,< it<explores<the<nature<

of<a<crisis<and<the<communication<strategies<that<such<a<corporation<applies.<

Finally,< it<will<conclude<with<a<discussion<of<a<number<of<interpretations<and<

assessments<about<how<organizations<should<participate<in<response<to<crises<

and<employees<who<display<irresponsible<behaviors.<

Many<organizations<take<the<strategy<of<scapegoating<as<the<primary<path<

to<communicate<throughout<a<crisis;<subsequently,< this<chapter<will<begin<with<a<

brief<description<of<a<crisis,< the<path<of<communication<used<to<restore<an<
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organization's image, and then identify the primary characteristics involved in 

scapegoating. Next, it will develop a case history on Merrill Lynch, which this 

thesis will show displays the process of scapegoating. Specifically, it will identify 

relevant information that was unveiled by the Eliot Spitzer's 10-month 

investigation of one of the nation's most prominent Wall Street firms that was 

then used to scapegoat a few critical employees. 

Crisis 

A crisis is an event that unexpectedly strikes an organization (Coombs, 

1999; Seeger, Sellnow, & Ulmer, 1998). The catastrophe may completely ruin a 

business or just damage a corporate image. The crisis may range from a very 

minor incident to a major catastrophe. Since crises strike unexpectedly, a crisis 

requires an immediate response, a response that needs to encompass a 

corporation's values and moral standards (Coombs). 

Crisis Communication 

When an organization is hit with an unexpected event, the response is 

often seen to grow from the corporation's crisis communication plan. Scholars 

such as Brinson & Benoit (1999) and Coombs (1995) state that organizations can 

react in a number of ways to repair their corporate image; the most common 

repair techniques are to deny, admit, or to shift the blame (Hearit, 1995). The first 

tactic of response may be to use denial. Denial is a process of recovery for an 

organization and allows its executives to state that they had no idea and no fault 

in the crises. Second, an organization may select to admit guilt, indicating that it 

is at fault. Finally, an organization may also participate in shifting the blame. 

., 
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This is when the blame is removed from a corporation to a single or few 

individuals, a process which is otherwise known as scapegoating. 

Scapegoating 

Scapegoating is the process that relieves the organization of the damage 

and guilt through the displacement of blame (Brinson & Benoit, 1999; Coombs, 

1995; Hearit, 1994, 1995; Schultz, 1996). The history of scapegoating dates 

back to Biblical times when congregations would take a goat and shift the sin or 

guilt of their community upon the animal. Then the community would banish the 

goat from the town, therefore, removing the guilt. Organizations do the same 

thing with their employees. They often will state that an employee reacted in a 

manner that does not align with corporate values and morals. The scapegoating 

allows for an organization to restate its adherence to ethical standards through 

an articulation of its values and morals, and the scapegoating of its employees 

provides proof that it adheres to those standards. Since the blame has been 

shifted, organizations, therefore, can take the time to repair the damage of 

corporate image. Such was the case of Merrill Lynch, which utilized similar 

patterns of communication throughout its 2000 crisis. 

Case History 

Merrill Lynch is one of the nation's largest financial conglomerates; it 

employs nearly 58,000 people a year, with 43,500 being United States citizens 

(Selected Financial Data, Merrill Lynch Annual Report, 2001 ). In 2001, the 

company reported net earnings of $573 million, which came from both its 

investment banking clients and investors (Consolidated Statement of Earning, 
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Merrill<Lynch<Annual<Report,<2001<).< In<the<midst<of<this<success<in<2001,<Merrill<

Lynch<was<faced<with<allegations<of<wrongdoing<due<to<the<claims<that<analysts<

provided<unethical<stock<purchasing<advice.< The<following<section<will<describe<

Merrill<Lynch's<history,<discourse,<and<the<events<of<its<crisis.<

Merrill Lynch 

Corporate<fraud,<inflated<stock<purchasing<recommendations<and<

intentionally<misleading<investors<have<added<to<the<ongoing<corruption<of<Wall<

Street<(McGeehan,<2002).< Brokerage<firms<have<participated<in<borderline<illegal<

actions<to<improve<their<financial<outlook,<as<well<as<the<financial<outlook<of<their<

investment<banking<clientele.< Merrill<Lynch,<one<of<the<nation's<largest<and<most<

prominent<Wall<Street<firms,<was<accused<of<providing<information<which<misled<

its<clients< (those<who<look<to<the<company<for<good<advice<on<particular<stock<

purchases)< (McGeehan,<2002b).<On<April<8th,<2002,<Eliot<Spitzer,<New<York<

State<Attorney<General,<charged<the<firm<with<inflated<stock<rating<

recommendations,<which< intentionally<misled<investors< (McGeehan,<2002b).<

Spitzer<understood<these<deceptive<recommendations<as<fraudulent<and<took<

action.<

Spitzer's<10-month<investigation<began<in<April<of<2001<with<a<subpoena<of<

approximately<30,000<internal<e-mails<(Editorial<Deck,<2002).<The<documentation<

revealed<details<of<high<buy<ratings<given<by<analysts<connected<with<failed<

stocks.< Analysts<who<contributed<to<the<fraud<provided<the<misleading<buy<

ratings<in<order<to<establish<or<maintain<positive<relationships<with<the<investment<

banking<clients.< The<investment<banking<clients<are<the<corporations<and<their<
.. _ 
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top?executives?who?borrow?huge?sums?of?money?through?investment?houses,?

such?as?Merrill?Lynch,? and?subsequently?expect?analysts?to?recommend?their?

stock?to?clients?no?matter?how?poor?their?prospects.? The?subpoenaed?e-mails?

emphasized?the?problems?of?the?buy?ratings?and?recommendations?provided?by?

Merrill? Lynch?analysts?to?its?clients.? They?confirmed?that?Merrill? Lynch?

participated?in?unethical?actions.?

The?predicament?that?caused?the?unethical?involvement?was?that?the?

analysts?felt?pressure?from?both?Merrill?Lynch?as?well?as?the?investment?banking?

clients?to?provide?positive?buy?ratings?to?stocks?that?were?poor?investments.? On?

October?6,?2002?in?a?CBS?60 Minutes segment,? Steve?Kroft,? a?CBS?reporter?

stated:?

Eliot?Spitzer?says?the?answer?was?obvious?to?every?insider?on?Wall?

Street.? Analysts?were?pressured?to?recommend?a?stock?so?Merrill?

Lynch?could?get?the?company's?investment?banking?business.?

Merrill? Lynch?and?the?other?big?Wall?Street?investment?houses?

aren't?just?stockbrokers;? they're?financial?conglomerates?offering?

lots?of?different?products?and?services?to?lots?of?different?customers.?

(Kroft,? 2002,?p.?2-3)?

Therefore,? in?a?sense,?Merrill?Lynch?and?the?investment?banking?clients?placed?

the?analysts?in?a?no-win?situation.? If?the?analysts?wanted?to?stay?employed?they?

had?to?fulfill?the?requirements?of?their?jobs,?even?if?it?meant?dishonesty.? In?the?

same?broadcast,?Spitzer?and?John?Olson,?an?energy?analyst?and?former?
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employee8of8Merrill8Lynch8claimed8that8the8analysts8misled8clients8because8they8

had8no8choice.8 Kroft8the8CBS8reporter8stated:8

Both8Olson8and8Spitzer8believe8the8pressures8of8competition,8 the8

incentives8built8into8the8system,8and8a8steady8erosion8of8standards8

in8the8Wall8Street8culture8made8it8inevitable8that8brokerage8

customers8would8end8up8the8losers.8(Oct86,82002,8p.84)8

The8conflict8of8interest8occurred8because8analysts8and8researchers8were8in8the8

same8department.8 The8brokerage8analysts8advised8clients8to8use8the8Merrill8

Lynch8rating8system8for8advice8on8stock8purchases8(Cohen,820028May85).8 The8

issue8was8that8the8rates8reflected8the8stance8of8Merrill8 Lynch8toward8its8

investment8banking8clients.8 Moreover,8 Merrill8Lynch8analysts8placed8high8

recommendations8on8stock8ratings8for8companies8in8which8Merrill8Lynch8did8

lucrative8investment8banking8business8 (Cohen,820028May85).8 For8example8if8XYZ8

Company8sold8bonds8through8Merrill8Lynch8(an8investment8banking8client),8 XYZ8

Company8also8would8 receive8a8higher8buy8rating8on8its8stocks,8 a8buy8rating8that8

would8be8given8to8all8the8Merrill8 Lynch8clients8as8professional8advice.8 This,8 in8

turn,8would8encourage8clients8to8invest.8 Since8the8high8buy8ratings8were8given8to8

the8investment8banking8clients,8 it8meant8better8prices8for8their8stock,8and8brought8

more8money8into8Merrill8 Lynch8through8its8investment8banking8clients.8 Much8of8

the8problem8with8 the8stock8rates8and8recommendations8occurred8in8reference8to8

the8product8lines8of8 Internet8companies8(e.g.,8dot.com8organizations).8

• 
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On June 26, 2001 in a report with CBS reporter Scott Pelley on 60 

Minutes II, Liz Buyer, a former Internet analyst, addressed the pressures aligned 

with the following remark: 

You rarely see sell. It angers management, it doesn't help institu

institutional investing clients, and it makes a lot of people very 

hostile at you. So what you say instead is, "We're downgrading this 

to a hold and believe it promising for those with a three- to five-year 

investment horizon," which for those in the know means, "See ya." 

(Wall Street Prophets, 2001) 

This is another example of the corruption and the pressures that struck Merrill 

Lynch analysts, along with the greed that faced analysts, a greed that was shown 

through the bonuses given for the sales of particular stocks (i.e., investment 

banking clients' stocks). 

One particular example that emphasized the problems at Merrill Lynch 

referred to an e-mail conversation between Henry Blodget, former lead Internet 

and Technology Analyst at Merrill Lynch, and another broker. These two brokers 

were discussing a client's question in regard to Merrill Lynch's stock 

recommendations for Internet Capital Group. Blodget was addressed by Jack 

Watkins, Jr. in regard to an angry client. Henry Blodget remarked, 

No hopeful news to relate, I'm afraid. This has been a disaster, and I'm 

sorry we all have been in front of it. There are no "operations" here to fall 

back on, so there really is no "floor" to the stock. Lots of investors are just 

saying the heck with what they've got left, so there is enormous sell 
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pressure and no buying. We see nothing that will turn this around near

term. The company needs to restructure its operations and raise 

additional cash, and until it does that, there is nothing positive to say. 

Hope this helps. (Cohen, 2002, p. 4-7) 

Blodget's response ambiguously stated that there was nothing that Merrill Lynch 

could do; the corporation was about to fold (Cohen, 2002, p. 4-7). Blodget never 

indicated that clients should sell the stock; rather the deception was hidden within 

the analyst's advice of what the company, Internet Capital Group, needed to do. 

Blodget also was noted to say, along with other employees/analysts, that 

certain stocks that obtained a high buy rating were actually a piece of "junk," 

"crap" or a "dog." He also admitted that the stocks were a "disaster" (White, 

2002, p. 5A). Furthermore, Blodget was known for his references to some 

specific stocks as a "piece of trash" (McGeehan, 2002, p. 2). 

These simple comments in a quick response to a co-worker later became 

charges and evidence of wrongdoing against Merrill Lynch. Blodget, as well as a 

few other analysts, were blamed for the charges against Merrill Lynch. The 

corporation's accusations stated that Blodget and colleagues did not emulate the 

values and morals of Merrill Lynch. Merrill Lynch expressed shame for the 

employees' actions and assured stakeholders that appropriate measures would 

be taken. 

In November of 2002, Blodget resigned voluntarily and accepted one of 

the buyouts from Merrill Lynch that was extended to approximately 50,000 other 

employees. "It just seemed like a good time to pursue the next thing," Mr. 
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Blodget9said9(McGeehan,920019).9 Merrill9Lynch9publicly9took9the9stance9that9the9

loss9of9Blodgett9was9a9great9loss9for9the9organization9(Knox,92001;9McGeehan,9

20019a).9 The9buyout9consisted9of9Blodget9being9given9$29million9(McGeehan,9

20019a).9 Although9the9comments9from9both9Merrill9Lynch9and9Blodget9remained9

positive9and9supportive,9 it9is9important9to9note9that9his9resignation9occurred9in9the9

midst9of9the9Spitzer9investigation9of9Merrill9 Lynch9and9helped9to9conclude9the9

crisis.9

This9resignation9provides9evidence9and9an9indication9that9Merrill9Lynch9

used9a9scapegoating9strategy9to9remove9Henry9Blodget9(along9with9other9

employees),9and9used9him9as9one9of9the9people9upon9whom9the9corporation9

placed9the9blame9for9the9wrongdoing;9 the9gag9order9prevented9him9from9offering9

a9competing9story.9 As9otherwise9noted,9he9was9blamed9for9the9untruthful9

information9that9was9provided9to9clients9when9Spitzer9revealed9the9major9injustice9

that9occurred.9

Conclusion of Merrill Lynch Case History 

This9case9study9is9just9one9example9of9scapegoating9and9image9repair9that9

occurs9across9the9nation9when9corporations9shift9the9blame9or9scapegoat9to9

deflect9negative9attention.9 If9organizations9blame9employees9early9in9their9

response9to9negative9attention,9the9likely9focus9of9the9stakeholders9will9be9that9the9

corporation9is9more9a9victim9of9a9disgruntled9employee9 rather9than9the9cause9of9

the9wrongdoing.9
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Conclusion+

This+chapter+has+sought+to+introduce+the+concepts+of+scapegoating+as+well+

as+detailed+the+particulars+of+the+Merrill+Lynch+case+study+that+will+make+up+this+

thesis.+ Subsequently,+ Chapter+II+will+provide+a+review+of+the+crisis+ literature+and+

examine+a+corporation's+communication+strategies+during+a+crisis.+ It+also+will+

include+an+in-depth+analysis+of+scapegoating+used+as+a+communication+vehicle+to+

eliminate+the+allegations+of+its+wrongdoing+from+the+corporation+and+on+to+another+

source.+

.. 
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CHAPTER>II>

LITERATURE>REVIEW>

Crisis>theory>often>asserts>that>a>crisis>is>easily>recognizable>due>to>its>

chaotic>effects,>but>organizations>often>are>unaware>of>a>brewing>crisis>for>an>

extended>period>of>time.> Other>times,> organizations>are>aware>of>a>problem>and>

elect> to>ignore>the>situation.>This>means>a>corporation>ignores>the>crisis'> early>

signs>and>views>them>as>everyday>problems,> but>the>organization>is>actually>in>

the>beginning>of>a>crisis>spiral,> a>spiral>that>may>cause>great>destruction>to>a>

corporation's>image.> Since>corporations>do>not>want>to>admit>blame>without>a>

fight>to>maintain>their>image,> they>strive>to>develop>an>effective>way>to>remove>or>

displace>the>guilt>onto>another>entity> (Coombs,> 1999).> Ford>did>it>with>Firestone;>

Merrill>Lynch>did>it>with>Henry>Blodgett.>

Crisis>Management>

A>crisis>is>an>event>that>is>spontaneous>in>nature,>spontaneous>in>the>

sense>that>it>often>blindsides>an>organization,>which>creates>a>state>of>shock>and>

causes>a>disruption>in>the>normal>behavior>of>an>organization>(Williams>&>

Treadway,> 1992).> A>crisis>may>occur>at>any>moment>and>throw>its>target>into>

immediate>chaos.>

A>crisis>is>chaotic>and>often>is>observed>as>unfixable;>consequently,>

participants>may>feel>that>there>is>no>hope>(Williams>&>Treadway,> 1992).> The>

spontaneous>aspects>of>a>crisis>occur>when>no>external>causes>are>present>or>

the>organization>does>not>receive>any>warning>signs.> This>spontaneous>nature>is>

known>to>create>a>sense>of>urgency>that>often>temporarily>suspends>the>normal>
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business<routine<of<the<organization<(Williams<&<Treadway).< This<definition<

reinforces<how<shocking<the<presence<of<a<crisis<in<an<organization<may<be<and<

that<some<crises<occur<with<little<or<no<reaction<time.<

Crises<have<been<researched<in<a<variety<of<contexts.< Some<researchers<

indicate<that<no<two<crises<are<identical<in<nature<and<that<crises<occur<in<many<

different<shapes<and<sizes<(Egelhoff<&<Sen,< 1992).< Indication<of<the<sizes<and<

shapes<of<the<crises<are<key<elements<in<the<process<of<response.< The<size<of<a<

crisis<has<an<enormous<range;< it<could<be<a<simple<malfunction<of<one<component<

or<an<entire<operation<(Egelhoff<&<Sen).<

While<the<literature<has<emphasized<that<no<two<crises<occur<in<the<exact<

same<manner,< it<is<important<to<realize<that<there<are<still<two<categorizations<of<

crises:<planned<and<random<acts.< The<crises<that<develop<out<of<planned<actions<

consist<of<events< like<the<release<by<protesters<of<animals<used<to<test<drugs,<or<

the<embezzlement<of<money<from<an<organization.< Other<crises<are<random<acts<

that<blind-side<an<organization,< such<as<the<sudden<death<of<a<CEO,<a<natural<

disaster<such<as<fire<or<hurricane,<or<an<explosion.< These<random<acts<may<be<

observed<as<planned<events,<especially<when<the<event<is<a<fire<started<by<arson,<

but<the<crisis<still<remains<an<unplanned<event<that<strikes<an<organization<

because<it<cannot<predict<occurrence.<

Definitions of a<Crisis

A<crisis<can<be<defined<in<a<variety<of<ways<with<numerous<distinguishing<

factors.< These<factors<have<been<identified<by<a<number<of<researchers,<each<

describing<a<different<aspect<of<a<crisis.< The<following<section<will<identify<some<

.. 
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of?these?definitions?and?demonstrate?the?importance?that?each?has?brought?to?the?

communication?literature?on?crisis?management.?

In?an?in-depth?analysis?on?the?nature?of?crises,? Seeger,? Sellnow,?and?

Ulmer?(1998)?define?a?crisis?as:? "a?specific,?unexpected?and?non-routine?event?or?

series?of?events?that?create?high?levels?of?uncertainty?and?threaten?or?are?

perceived?to?threaten?an?organization's?high?priority?goals"? (p.?233).? This?

definition?shows?how?threatening?a?crisis?can?be?to?the?existence?of?the?

organization.? A?single?crisis? incident?has?the?capability?to?demean?and?destroy?

an?image?that?a?corporation?has?dedicated?much?time?and?money?to?construct.?

Therefore,? an?organization?needs?to?maintain?a?high?level?of?communication?and?

strength?throughout?a?crisis?to?sustain?its?image.? The?definition?also?indicates?

that?crises?may?completely?destroy?the?life?of?an?organization?due?to?their?level?of?

uncertainty.?

Fink?(1986)?offers?a?competing?definition?and?develops?it?through?a?focus?

on?the?desirability?of?a?crisis.? He?writes:?

A?crisis?is?an?unstable?time?or?state?of?affairs?in?which?a?decisive?change?is?

impending?- either?one?with?the?distinct?possibility?of?a?highly?undesirable?

outcome?or?one?with?the?distinct?possibility?of?a?highly?desirable?and?

extremely?positive?outcome.? (p.?15)?

Fink?says?when?a?crisis?strikes?an?organization,?executives?are?charged?with?the?

task?of?dealing?with?a?spontaneous?event?with?no?specific?knowledge?of?what?

could?occur?at?the?next?stage.? This?definition?also?clarifies?that?crises?have?two?

polar?outcomes;?either?an?organization?benefits?or?the?crisis?hinders?it.?This?is?

• 
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important to note because most definitions concentrate on the threat of the crisis 

with ensuing negative outcomes, but there also is potential for positive outcomes. 

Although a crisis may at first damage an organization and portend a negative 

outcome, in the end it may surprise a company and create a much-needed 

transformation. Fink's mention of this positive outcome is important because it 

demonstrates the good effect a crisis can have on an organization. 

A third definition that seeks to get at the distinguishing elements a crisis 

was developed by Weick (1988). He defines crisis as a: "low probability/high 

consequence event that threatens the most fundamental goals of the 

organization. Because crises have low probability, these events defy 

interpretations and impose severe demands on sensemaking" (p. 305). This 

means that crises are devastating events, even if they are planned for, though 

they have a low likelihood of occurring (Weick). If organizations were to sit 

around and speculate or wait for a crisis, they could wait forever. Weick 

indicated that although the probability is low, an organization needs a 

management plan for crises. The reality of this research is that even though the 

probability is low, the consequences remain at high levels. The consequences of 

crises could be the loss of employees, the failure of particular divisions or the 

mechanism that malfunctions, or even the survival of an organization. 

The fourth definition by Pauchant and Mitroff (1992) brings in what I 

observe as the final and very important element of a crisis, human beings. 

Pauchant and Mitroff identified an organizational crisis as a disruption between 

human and machines. They indicated that the disruptions occur because of 
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miscommunication4and4wrong4decisions.4 Since4crises4are4unpredictable,4

uncontrollable,4 and4may4be4unpreventable4events,4corporations4need4to4identify4

strategies4of4response4on4how4to4address4the4situations4(Coombs,4 1999).4 This4

simply4explains4that4crises,4 although4shocking,4are4erroneous4systems4that4need4

to4be4fixed4through4human4response4and4that4the4reactions4of4humans4are4

important4to4note.4 Pauchant4and4Mitroff4also4established4that4humans4are4not4

free4of4error,4 which4demonstrates4that4organizations4need4to4be4prepared4for4

these4unexpected4events,4as4well4as4unexpected4responses4from4employees.4

Management of a4 Crisis 

Preparing4for4unexpected4events4and4responses4are4important4and4

necessary4in4the4communication4that4occurs4during4a4crisis.4 Organizations4can4

prepare4for4these4events4by4developing4a4management4plan,4 which4indicates4the4

steps4need4both4internally4and4externally.4 Orr4(2002)4remarked:4

Organizations4in4crisis4are4becoming4more4common4because4of4growing4

public4expectations4for4ethical4leadership4and4widespread4cynicism4about4

the4credibility4of4senior4management4organizations.4 Increasingly,4staff,4

customers4and4public4spokespersons4are4publicly4 questioning4the4motives4

and4competency4of4executives4when4organizations4face4adverse4or4

controversial4situations.4 (p.4 5)4

This4comment4states4that4the4stakeholders4question4the4judgments4and4action4of4

the4executives4in4organizations4when4a4crisis4strikes.4 The4motives4of4an4

organization4maybe4influenced4by4what4an4organization4wants4 rather4then4its4

needs;4 management4needs4to4be4aware4of4this4and4focus4on4the4greater4picture4

• 

... 
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that@includes@every@part@of@the@organization@from@its@employees@to@its@machines@

and@products@to@its@stakeholders.@

The@management@element@of@an@organizational@crisis@often@can@be@

observed@as@both@internal@and@external.@ Internally,@a@concern@is@present@in@

regards@to@employees,@the@development@or@enactment@of@a@plan,@and@presenting@a@

unified@front.@ This@unified@front@is@needed@to@maintain@the@image@of@the@

organization.@

Externally,@media@reporters@investigate@to@uncover@an@edge@for@their@story@

and@to@answer@the@questions:@Who?@What?@Why?@Where?@When?@and@How?@

Responding@to@these@questions@is@a@difficult@task@for@any@organization@because@the@

first@statement@to@the@press@will@be@scrutinized@by@an@organization's@stakeholders.@

However,@ during@this@time@frame@executives@face@a@constant@state@of@chaos@with@

their@goal@being@to@relieve@the@immediate@pressures@and@answer@these@grueling@

questions@ (Seeger,@Sell@now,@&@Ulmer,@ 1998).@ With@the@investigative@skills@of@the@

media@at@work,@management's@task@is@to@develop@a@unified@voice@and@defend@a@

corporation,@while@news@media@want@the@inside@story,@the@"true@facts,"@or@the@

"smoking@gun"@to@make@their@story.@ Executives@need@to@create@a@front@and@remain@

loyal@to@the@corporation's@message@and@organizational@mission,@while@externally@

framing@the@truth@in@a@non-harmful@manner@that@meets@the@needs@of@its@publics@and@

the@news@media.@

Both@internal@and@external@communication@are@essential@in@the@

management@of@a@crisis;@ internal@communication@provides@a@unified@front@for@the@
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organization6and6the6external6communication6helps6to6distribute6that6unified6front6

to6other6stakeholders.6

Costs and Benefits of a6Crisis

Another6important6aspect6of6a6crisis6is6the6benefits6that6they6may6bring6to6

an6organization.6 Crises6often6are6seen6as6spontaneous,6uncontrollable6and6

devastating;6 however,6 a6crisis6also6may6be6viewed6as6beneficial6even6though6it6

can6be6costly.6 A6crisis6is6beneficial6because6it6may6give6opportunities6for6

organizations6to6reframe6or6change6their6image6(Meyers6&6Holshua,6 1986).6 For6

instance,6Meyers6and6Holshua6investigated6crises6and6determined6seven6positive6

characteristics,6 of6which6three6relate6to6this6thesis.6Oftentimes6organizations6will6

automatically6avoid6a6crisis6and6assume6that6it6is6the6best6maneuver6to6protect6

the6organization,6 but6if6an6organization6would6face6the6crisis6as6a6whole6it6could6

be6given6the6opportunity6to6correct6problems6completely6and6reorganize6its6values6

and6image.6

One6of6the6most6prevalent6positive6characteristics6found6is6that6crises6force6

companies6to6address6their6latent6problems,6 problems6that6are6rooted6deeply6in6

an6organization6and6are6constantly6pushed6aside.6 Meyers6and6Holshua6(1986)6

derive6that6when6crises6occur6an6organization6has6no6other6choice6but6to6address6

these6issues,6 therefore,6 creating6an6overarching6positive6outcome.6

Another6two6positive6qualities6are6that6crises6may6accelerate6change6as6

well6as6create6new6strategies,6both6factors6that6give6organizations6much-needed6

facelifts6 (Meyers6&6Holshua,6 1986).6 These6organizational6facelifts6allow6for6

corporations6to6acknowledge6their6wrongdoing6but6come6back6with6a6new6and6



Scapegoating9an9Organizational9Escape9 199

improved9 image.9 In9this9way,9 corporations9essentially9can9start9over9from9the9

ground9up9after9a9crisis9with9the9ability9to9maintain9stakeholders9and9corporate9

relationships.9

Johnson9&9Johnson9illustrates9these9three9positive9outcomes9of9crises.9

The9corporation9was9faced9with9a9product9safety9incident9involving9bottles9of9

Tylenol9that9were9laced9with9cyanide.9 Seven9people9died9(Seitel,9 1998).9 The9

crisis9turned9positive9when9Johnson9&9Johnson9adapted9the9crisis9into9the9

development9of9new9strategies9to9improve9safety9measures.9 The9safety9

measures9included9additional9material9to9package9the9Tylenol9in9a9three-fold9

process:9 a9foil9seal,9a9plastic-sealed9neck,9and9finally9the9glued9box9flap.9 Next,9

the9company9added9warning9messages9that9accompanied9the9packages9and9

stated9that9if9any9of9the9three9safety9features9were9tampered9with9to9not9use9the9

product.9 This9case9demonstrated9that9a9spontaneous9and9chaotic9event9could9be9

turned9positive,9 in9 this9case9saving9other9consumer's9lives9and9strengthening9the9

corporation's9image.9 No9matter9whether9a9crisis9 is9deemed9a9benefit9or9a9cost9for9

an9organization,9 both9 result9 in9similar9phases9or9stages9of9repair.9

Stages of a Crisis 

A9corporate9image9is9repaired9through9response9strategies.9 The9response9

strategies9allow9for9an9organization9to9try9to9select9the9most9appropriate9response9

to9maintain9or9to9embrace9an9opportunity9to9reframe9its9corporate9image;9 this9is9

known9as9a9corporation's9communication9processes.9 Two9researchers,9Coombs9

and9Fink,9 have9developed9stages9that9explain9the9communication9process9

throughout9a9crisis.9 Coombs9(1999)9identifies9corporate9communication9through9
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three>stages:> pre-crisis,> crisis,>and>post-crisis.> Fink's>(1986)>stages>of>crisis,>

conversely>are:> prodromal,> acute,>chronic,>and>crisis>resolution.>

Coombs>(1999)>pre-crisis>stage>is>the>preparation>stage,>a>stage>in>which>

a>corporation>plans>for>the>prevention>as>well>as>the>detection>of>a>crisis>

situation.> Oftentimes>a>crisis>management>plan,>which>speculates>potential>

crises>that>are>relevant>to>a>corporation,> is>planned>for>and>simulated.> This>helps>

a>company>to>become>prepared>and>to>obtain>the>knowledge>to>be>ready>for>a>

potential>chaotic>event.> This,> then,>will>help>an>organization>if>the>second>stage,>

crisis,>occurs.> The>crisis>stage>is>when>the>unpredictable>event>is>actually>

recognized>and>contained.> This>stage>allows>for>an>organization>to>put>its>plan>

into>action,> to>deal>with>the>unexpected>problems,>and>to>respond>to>its>publics;>

in>doing>so,> it>is>communicating>an>image,> the>organizational>mission>and>the>

corporation's>values.> It>is>here>that>the>communication>strategies>are>applied,>

like>scapegoating> (Brinson>&>Benoit,>1999;>Coombs,>1995;>1999).> Once>an>

organization>has>communicated,> it>moves>into>the>final>stage,>post-crisis.> The>

post-crisis>stage>is>when>a>crisis>is>complete>and>the>organization>usually>has>

recovered>from>the>chaotic>event>(Coombs).> The>achievement>of>the>post-crisis>

stage>usually>means>that>an>organization>is>returning>to>its>normal>business>

routine.> The>organization>has>repaired>its>image>and>has>hopefully>learned>how>

the>problem>has>occurred,>as>well>as>how>to>prevent>the>problem>in>the>future.>

This>allows>it>to>move>back>to>the>pre-crisis>stage>where>it>may>update>the>

procedures>of>its>crisis>prevention>plan.>
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Fink:argues:that:there:are:four:stages:of:response:to:a:crisis:(Fink,: 1986).:

The:prodromal:phase:identifies:the:problems:before:a:crisis:begins:(Fink).: The:

acute:stage:is:when:the:crisis:erupts:and:problems:begin:to:spiral.:The:chronic:

stage:is:when:an:organization:is:in:the:clean-up:phase;:here:Fink:discusses:how:

an:organization:focuses:on:a:"period:of:recovery,:self:analysis,:and:self:doubt:

and:healing": (p.:24).: Then:the:last:stage:of:crisis:resolution:emerges.: The:

problem:has:been:addressed:and:a:corporation:has:a:new:focal:point:of:

prevention:to:stop:the:cyclical:process:from:occurring:again.:

Fink's:and:Coomb's:stages:of:crisis:communication:have:defined:the:

nature:of:a:crisis.: The:next:section:will:detail:how:corporations:communicate:

during:a:crisis.:

Crisis:Communication:Management:

The:life:of:an:organization:requires:executives:to:respond:to:and:

communicate:about:the:most:current:crisis:at:hand.: Executives:need:to:be:

concerned:with:the:level:of:communication,:which:message:strategies:will:be:

selected,:and:the:message:that:is:sent:to:stakeholders.:The:stakeholders:play:an:

important:role:in:the:image:of:an:organization:because:they:are:the:people:that:

promote:and:support:the:company:through:buying:or:selling:the:product.: The:

image:is:what:originally:grabs:consumers:and:keeps:them:interested.: Consumer:

support:during:a:time:of:a:crisis:is:essential:in:maintaining:and:repairing:a:

corporation's:image.: The:following:sections:will:develop:what:is:encompassed:in:

a:corporate: image:and:how:to:maintain:and:repair:a:damaged:image.:

..... 
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Image;is;of;great;concern;in;most;organizations;because;it;determines;the;

support;and;future;of;an;organization;and;its;communication;process.; Williams;

and;Moffitt; (1997);state;that,; "An;image;is;a;product,; a;reality,; a;cognitive;

structure,;a;process,; or;an;illusion;that;defies;definition";(p.;238).; This;definition;

establishes;that;the;image;is;more;of;subconscious;reality;rather;than;a;concrete;

entity.; Williams;and;Moffitt;(1997);attest;that;an;image;encompasses;

perceptions;and;opinions;of;the;audience,;as;well;as;their;experiences.;

Grunig;(1992),;on;the;other;hand,;refers;to;an;image;as;an;umbrella;term.;

His;definition;views;image;in;relation;to;the;selection;of;symbols;to;provide;an;

impression;of;the;organization.; Here,;an;image;is;a;complex;portrayal;of;an;

organization;that;encompasses;its;values,;morals,;and;character.; It;is;

constructed;to;encapsulate;a;corporation's;mission.;

Coombs;(1999);added;to;Grunig's;definition;through;his;emphasis;on;the;

construction;of;an;image.; He;indicates;that;corporations;need;to;ensure;that;their;

publics;stand;behind;them,; and;that;their;stakeholders;endorse;their;current;

image.;

According;to;Grunig;and;Coombs,; the;three;essential;characteristics;in;an;

image;consist;of;the;values,;beliefs,;and;corporate;mission.; These;

characteristics,; in;turn,;become;the;primary;concern;of;an;organization;when;it;

faces;a;crisis;and;must;repair;its;damaged;image.;

., 
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In attempting to restore a previously created image, organizations try to 

repair their image by implementing crisis response strategies. But a tarnished 

image is difficult to repair and efforts may not persuade all stakeholders. 

Furthermore, corporations are not honest and straightforward with information, 

the image of a company could be permanently damaged (Burke, 1966; Coombs, 

1995). 

Oftentimes, an image is repaired through the development of new values 

and message points (Murphy, 1996). These message points and values need to 

assure publics that an organization cares about its publics and seeks to create a 

sense of trust. This is known as the process of image restoration (Williams & 

Moffitt, 1997). Image restoration requires the use strategies of response that 

allow for an organization to present its message in a clear and concise manner 

and also allows it to address the crisis and deal with the problems. 

Communication Strategies 

Brinson and Benoit (1999) categorize the crisis communication of 

organizations into five categories of communication strategies: denial, evasion of 

responsibility, reduction of the offensiveness, corrective action, and mortification. 

Often organizations will first respond through the denial of the existence of the 

problem. Brinson and Benoit classify denial in three ways: "simple denial," 

"shifting the blame" onto another individual (otherwise referred to as 

scapegoating), and "deny the act was harmful" (p. 486). In simple denial an 

organization denies that the problem even occurred, while in the shifting the 

.. 
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blameAtheAcorporationAessentiallyAstatesAthatAitAisAnotAatAfaultAforAtheAcrisisAatAhand;A

itAmayAbeAoneAofAitsAemployeesAbutAitAisAnotAtheAorganization.A

AnotherAstrategyAofAresponseAstudiedAbyABrinsonAandABenoitA(1999)AisAtheA

processAofAevasionAofAresponsibility.A TheAevasionAofAresponsibilityAisAwhenAanA

organizationAactsA"inAanAattemptAtoAdodgeAorAreduceAresponsibilityAofAtheA

wrongdoingA(e.g.,A excuses)"A(p.A486).A

ReducingAtheAoffensivenessAofAtheAsituationAisAanotherAcategoryAofAimageA

repairA(BrinsonA&ABenoit,A1999).A ThisAoccursAasAorganizationsAdownplayAaA

problemAandArespondAcommunicativelyAbecauseAtheyAwishAtheApublicAtoAviewAaA

crisisAasAminimalAandAnotAworthyAofAmediaAcoverageAorAinvestigation;AanA

organizationAalsoAmayA takeAtheAtimeAtoAemphasizeAitsAparticularlyAstrongApoints,A

otherwiseAknownAasAbolstering.A

BrinsonAandABenoit'sA(1999)AfourthAstrategyAisAtoAtakeAcorrectiveAaction,A

imposingAaAplanAthatAisAcreatedAtoAfixAaAcrisis.A Here,AanAorganizationAdoesAnotA

admitAfault;A ratherAitAjustAtellsAwhatAitAisAdoingAtoAfixAtheAproblemAinAorderAtoArepairA

itsAimage.A

Finally,A theAlastAstrategyAisAmortification;AthisAisAwhenAanAorganizationAtakesA

aAstandAandAapologizesAforAitsAactions.A ThisAprocessAofAmortificationAisAnotAaA

simplisticA"I'mAsorry;"AratherAitAisAanAallAencompassingAapologyAthatAadmitsA

wrongdoingAandAasksAforAforgiveness.A

TheseAstrategiesAmayAbeAeitherAusedAsingularlyAorAinAcombination,AbasedA

onAtheAreactionAtheAcommunitiesAgiveAtoAtheAcorporation'sAinitialAresponseAandAtheA

crisisAatAhand.A ForAexample,AanAorganizationAmightAselectAaAstrategyAlikeAdenialA

• 
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and9then9get9caught9lying9about9its9knowledge9of9the9wrongdoing.9 In9turn,9 this9

creates9a9need9to9use9another9strategy,9 such9as9mortification,9where9a9

corporation9then9has9to9admit9the9guilt,9and9then9attempt9to9repair9its9image9

through9an9apology.9

Another9scholar9who9took9a9slightly9different9approach9in9identifying9

response9strategies9is9Coombs.9 Coombs9(1995)9classified9the9responses9to9

crisis9 through9a9different9perspective;9his9classifications9include:9non-existence,9

distance,9 ingratiation,9mortification,9and9suffering.9 The9non-existent9response9

strategy9is9a9form9of9communication9in9which9an9organization9takes9a9stance9of9

denial.9 Coombs9states9that9the9goal9of9an9organization9using9this9strategy9is9to9

seek9elimination9of9the9problem9which9could9be9accomplished9through9denial,9

clarification,9 attack9or9even9intimidation.9

A9primary9difference9between9Brinson9and9Benoit's9and9Coomb's9strategy9

is9that9Coombs9incorporates9a9distance9strategy9(Coombs,9 1995).9 The9goal9of9

this9strategy9is9to9place9distance9between9a9corporation9and9the9chaotic9

unplanned9problem,9 which9in9turn9creates9less9of9a9negative9effect9on9an9

organization.9 This9often9is9completed9 through9providing9either9an9excuse9or9

through9justification9of9an9organization's9actions.9 Often,9 an9excuse9is9created9by9

stating9that9a9third9party9is9responsible9for9 the9event9through9the9act9of9

scapegoating.9 Another9characteristic9that9is9encompassed9in9the9distance9

strategy9is9justification.9 Justification9provides9an9organization9with9the9ability9to9

remove9a9problem9by9downplaying9its9severity9and9who9was9at9fault.9
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The<third<strategy,<ingratiation,< is<the<process<of<approval.< The<goal<with<

this<strategy<is<to<gain<the<public's<support<(Coombs,<1995).< This<task<is<often<

completed<through<a<discussion<of<the<positive<aspects<of<a<company,< like<its<

community<involvement<or<its<success.<

Coombs<(1995)<identifies<another<common<strategy<adapted<by<

organizations<as<mortification,< which<is<the<process<of<apology<and<seeking<

forgiveness.<Although<Brinson<and<Benoit<(1999)<also<indicate<mortification<as<a<

communication<strategy,<Coombs'<research<takes<the<concept<a<step<further.<

Mortification<is<identified<through<three<approaches:< remediation,<repentance,<

and<rectification<(Coombs).< Remediation<is<when<an<organization<"willingly<offers<

some<form<of<compensation<or<help<to<victims"<(p.<452).< The<next<approach<

repentance,< asks<for<key<publics<to<give<an<organization<a<second<chance.< The<

final<approach<is<that<of<rectification.< This<is<a<corrective<action<step<that<provides<

an<organization<with<a<chance<to<repair<the<problem<and<to<develop<a<plan<of<

protection<against<future<threats.< These<three<approaches<in<the<strategy<of<

mortification<enable<for<an<organization<to<repair<its<image<in<a<truthful<manner<by<

repairing<damage<to<a<corporation's<image.<

The<final<strategy,< suffering,< follows<the<research<of<Meyers<and<Holshua<

(1986).< Coombs<identifies<suffering<as<seeking<to<"win<sympathy<from<the<public"<

(p.<453).< The<goal<here<is<to<enhance<the<positives<that<came<from<the<crisis,<and<

whenever<possible,<appear<as<the<victim<of<the<unforeseen<events.<

This<thesis<has<reviewed<the<common<strategies<used<to<communicate<

throughout<a<crisis,< with<the<primary<goal<of<repair<of<a<damaged<corporate<
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image.E TheEoneEcommunicationEstrategyEthatEitEhasEnotEcoveredEinEgreatEdetailEisE

thatEofEscapegoatingEasEaEprocessEofEorganizationErepair.E TheErestEofEthisEchapterE

willE followE withE anEin-depthEexplanationEofEscapegoatingEbeginningEwithEtheE

identificationEofEitsEmeaningEandEorigin,E andEthen,E identifyEcurrentlyEestablishedE

scapegoatingEstrategiesEbyE BurkeE(1966),E CoombsE (1995),E SchultzEandESeegerE

(1991E),E andEHearitE (1994;E1995).E

ScapegoatingE

Words,E phrases,E andEsimpleEactionsEoftenEareEusedEagainstEemployeesEbyE

organizations.E TheseEstatementsEareEsometimesEtakenEoutEofEcontextEandEotherE

timesEinEcontext,E inEorderEtoEshiftEtheEblameEontoEaEfewEemployees.E Hence,E theE

actEofEscapegoatingEisEtheEdisplacementEofEguiltEfromEoneEpersonEtoEanother.E ToE

betterEunderstandEtheE actEofEscapegoatingEitEisEbestEtoEfirstEdefineEaEscapegoat.E

TheEOxford English Dictionary (1989)EdefinedEaEscapegoatEas:E "oneEwhoEisE

blamedEorEpunishedEforEtheEsinsEofEothers"E (n.E p.).E ThisE statesEthatEitEisEtheEshiftEofE

aEproblemEorEcrisisEuntoEanEindividual,E thereforeEremovingEtheE guiltEawayE fromE

individualsEorEgroupsEofEpeopleEatEfault.E

ScapegoatingEisEcloselyEtiedEtoEtheEproblemEofEguilt.E GuiltEisEdefinedEinE

numerousEways,E butE thisE studyEwillE focusE onEtwoE definitions.E TheE OED (1989)E

indicatesEtheEfirstEas:E "aEfailureEofEduty,E delinquency;E offence,E crime,Esin"E(n.E p.).E

AnotherEdefinitionEprovidedEbyEtheEOED (1989)EdefinesEitEas:E "theEstateEmeritingE

condemnationE andEreproachEofEconscience)EofEhavingEwillfullyEcommittedEcrimeEorE

heinousE moralE offence;E criminality,E greatEculpability"E (n.E p.).E ForEtheEpurposeEofE

thisE thesis,E IE identifyEguiltEasEaEsenseEofEfaultEforEaEcommittedEoffense,E aEcommittedE
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offense?that?has?three?repercussions:? culpability,? legal?criminality,?and?ethically?

offensiveness,? which?are?all?present?in?the?process?of?scapegoating.?

Scapegoating?acts?much?like?an?excuse?to?rid?the?people?or,? in?this?case,?

an?organization?of?a?problematic?situation.? In?the?Biblical?book?of?Leviticus,?

chapter?16,?a?story?is?told?of?how?Aaron?described?to?the?people?of?Israel?how?to?

have?their?guilt?removed?through?the?sacrifice?of?a?goat.? The?sacrifice?would?

involve?a?ceremony?that?allowed?the?Israelites?to?rid?themselves?of?their?sins?and?

have?them?placed?on?to?a?goat.? Then?the?congregation?would?sacrifice?the?goat?

by?banishing?it?out?of?the?congregation?for?life;? therefore?by?the?removal?of?the?

goat?that?held?the?guilt?and?evil,? the? Israelites?removed?the?guilt?and?evil?from?their?

assembly.? The?Oxford English Dictionary speaks?to?this?ritual?in?its?definition?of?

scapegoat:? "In?the?Mosaic?ritual?of?the?Day?of?Atonement?(Lev.?XVI), that?one?of?

two?goats?that?was?chosen?by?lot?to?be?sent?alive?into?the?wilderness,? the?sins?of?

the?people?having?been?symbolically?laid?upon?it,?while?the?other?was?appointed?

to?be?sacrificed"?(n.?p.).?

The?removal?of?guilt?happens?regularly?even?in?today's?world,?but?instead?

of?an?animal?sacrifice,?organizations?sacrifice?employees?by?removing?them?from?

a?company.? Corporations?focus?their?outlook?on?the?restoration?of?their?image?

through?this?drastic?move?to?remove?the?guilt?and?excuse?its?behaviors?(Coombs,?

1995).? Coombs,? for?instance,?argues?that,? "Scapegoating?is?a?form?of?denial?of?

volition.? An?organization?cannot?control?an?event?if?some?third?party?is?

responsible?for?the?crisis"?(p.?451?).? Brinson?and?Benoit?(1999)?also?describe?

scapegoating?in?a?similar?manner?as?Coombs;?they?state?that?it?is?a?process?of?
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shifting the blame from the organization to a single individual or a small group of 

people. The concept of scapegoating is distressing, because society accepts 

these actions of displacement and shifting the blame as an acceptable way to 

deal with a problem or crisis in an organization. 

Scapegoating has become an avenue for organizations in the midst of a 

crisis to deal with their guilt. If there are problems, organizations often find a few 

individuals and place the blame onto them. This allows organizations to skip 

directly to restoration and resume daily business with a brief statement of regret 

and shame for what the former employee had committed. The following section 

will review Burke, Schultz and Seeger, and Hearit's strategies of scapegoating 

and the process taken by organizations. 

Scapegoating, as identified by Burke (1945) in his book A Grammar of 

Motives, is a three-part process. Burke, writes: 

All told, note what we have here: (1) an original state of merger, in that the 

iniquities are shared by both the iniquitous and their chosen vessel; (2) a 

principle of division, in that the elements shared in common are being 

ritualistically alienated; (3) a new principle of merger, this time in the 

unification of those whose purified identity is defined in the dialectical 

opposition to the sacrificial offering. (p. 406) 

In other words, Burke clarifies that a person full of guilt and wrongdoing selects a 

particular individual or object, and then creates a division through the removal of 

the guilt from themselves and places it on the new person or object. Finally, a 
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purification;process;occurs;for;the;original;guilty;party;and;the;scapegoat;

becomes;the;sacrifice;or;offering.;

Part;of;the;reason;that;scapegoating;is;so;attractive;to;organizations;is;

that;responsibility;can;be;diffused;or;denied;due;to;the;hierarchical;nature;

organizations;(Shultz;&;Seeger,;1991;).; This;diffusion;of;responsibility;is;

completed;in;two;ways.; The;first;is;that;the;organization;could;prevent;a;

particular;individual;from;taking;the;blame;and;create;an;image;that;states;the;

corporation;as;a;whole;is;responsible;for;the;problem;(Shultz,;1996).; Although;

rare,; it;may;be;done;to;save;the;career;of;a;particular;executive.;

The;second;form;of;distancing,;which;is;more;commonly;found,;is;to;

remove;the;fault;of;wrongdoing;from;an;organization;and;to;shift;the;blame;on;to;

an;individual.; The;hierarchical;nature;provides;an;organization;with;the;ability;to;

present;a;strong;case;against;one;person;or;a;small;group;of;individuals;;

therefore,;a;sacrifice;can;be;made;for;the;greater;good;of;a;corporation.; Then;

the;problematic;crisis;can;disappear;with;minimal;attention;because;an;

organization's;executives;have;removed;the;problematic;person(s);and;the;

negative;reputation;the;individual(s);brought;upon;the;organization.;

Hearit's;(1994;;1995);dissociation;strategies;are;another;avenue;in;which;

scapegoating;is;seen;as;a;communication;strategy.; The;dissociation;strategies;

explain;how;organizations;distance;themselves;from;their;guilt;and;involve;three;

categorizations:;opinion/knowledge;dissociation,; act/essence;dissociation,;and;

individual/group;dissociation.; Both;Hearit's;opinion/knowledge;dissociation;and;

act/essence;strategies;work;to;remove;the;guilt;from;the;organization;through;
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either7denial7or7isolation,7but7his7individual/group7dissociation7deals7more7directly7

with7scapegoating.7

Hearits'7 individual/group7dissociation7is7a7distance7strategy7for7the7problem7

of7removing7guilt,7 rooted7in7the7concept7of7the7prototypical7appearance/reality7

dissociation.7 Hearit7 (1994;71995)7indicates7that7in7this7strategy,7organizations7

place7the7group7against7single7individuals7to7save7the7image7of7an7organization,7

while7these7individuals7become7the7scapegoats7and7are7driven7from7the7

organization.7

Although7Burke7(1945),7Shultz7&7Seeger7(1991),7and7Hearit7(1994;71995)7

have7created7a7foundation7for7scapegoating7as7an7organizational7crisis7response7

strategy,7 the7research7needs7to7go7one7step7further.7 Scapegoating7is7not7only7an7

excuse7and7removal7of7guilt;7 it7is7a7strategy7rooted7in7organizational7power7and7an7

act7of7accusation7toward7a7single7individual7or7a7group7of7individuals.7

Oftentimes7these7individuals7have7the7blame7shifted7upon7them7and7

personal7 lives7are7destroyed.7 The7scapegoating7literature7focuses7on7the7

deceptively7difficult7question:7Who is guilty? and7currently7responds7with7a7

straightforwardly7simplistic7answer.7 In7addition,7 the7scapegoating7response7

strategy7needs7to7be7investigated7to7show7how7guilt7is7part7of7the7culture7of7the7

organization,7or7diffused7through7multiple7decision-making7levels.7

Research7Questions7

Scapegoating,7 although7effective7on7the7surface,7 should7not7be7seen7as7a7

satisfactory7response7to7repair7a7damaged7image7of7the7corporation.7 This7raises7
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theAresearchAquestionAthatAfollows,AwhichAwillAguideAthisAthesisAthroughAanA

applicationAofAgenericAcriticism:A

RQ:A HowAisAscapegoatingAusedAasAanAorganizationalAcrisisA

responseAstrategy?A

ThisAquestionAsuggestsAtwoAcorollaryAresearchAquestionsAthatAwillAaidAinAansweringA

theAprimaryAresearchAquestion:A

R01:A WhatAcommunicationAstrategiesAwereAusedAbyAMerrillALynch?A

R02:A WereAtheAoutcomesAofAtheAcommunicationAstrategiesAusedAbyA

MerrillA LynchAethical?A

Thesis Overview 

Accordingly,A thisAthesisAwillAexamineAtheAMerrillALynchAcrisisAthroughAtheA

processAofArhetoricalAanalysis.A ItAwillAapplyAtheAmethodAofAgenericAcriticismAtoAtheA

analysisAofApublicAstatementsAofAcrisisAfromAarticlesAinAtheANew York Times andA

theAWall Street Journal fromAAprilA2001A untilAJuneA2002.A

ConclusionAandAOrganizationA

AsAaAmeansAofAestablishingAtheAneedAforAthisAstudy,AChapterAIIAhasA

identifiedAtheAnatureAofAaAcrisisAandAtheAnecessaryAcommunicationAstrategiesAthatA

areAappliedAinAtheAresponseAtoAaAcrisis.A Next,A ChapterAIllAwillAaddressAandAevaluateA

theAmethodAofArhetoricalAanalysisAandAcriticism,AespeciallyAtheArhetoricalAmethodAofA

genericAanalysis.A ChapterAIVAwillAthenAapplyAtheAgenericAcriticismAtoAtheAMerrillA

LynchAcaseAstudy.A Finally,A ChapterAVAwillAprovideAanAinterpretationAofAanalysisA

andAdrawAconclusionsAinAregardsAtoAhowAtheAresponseAstrategiesAwereAappliedA

duringAtheAcrisis.A
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CHAPTER Ill 

RHETORICAL METHODOLOGY 

Overview of Rhetorical Analysis 

Speeches, messages, and voices imprint the views and beliefs of 

audiences each day. Audiences often listen to messages and react accordingly 

(Osborn & Osborn, 2000). Sometimes they have a positive view toward a 

message, while others are opposed to a message. The speaker often is 

challenged with the job of persuading his or her audience. This persuasion, 

which is rooted within communication, is a foundation for rhetoric. 

Foss (1989) states that, "rhetoric means the use of symbols to influence 

thought and action" (p. 4). While Cathcart's (1981 ), opinion on rhetoric: 

Is used here and in most treatises on critics, of public address to refer to a 

communicator's intentional use of language and other symbols to 

influence or persuade selected receivers to act, believe, or feel the way 

the communicator desires in problematic situations. (p. 2) 

Cathcart also highlights Burke's definition of rhetoric "as the human effort to 

induce cooperation through the use of symbols" (Cathcart, 1981, p. 3). Burke 

also has implied that persuasion and rhetoric are one in the same, with the 

addition of inducement (Cathcart, 1981; Hart, 1990). He indicates that these two 

forms of communication rely on one another to be successful, which provides the 

researcher with much to interpret. 

Researchers often describe rhetoric differently; some still believe that 

rhetoric is flowery language used to hide the true message and deceive others, 
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while others define rhetoric as an art much like Aristotle did (Cathcart, 1981 ). 

The significance of rhetoric is that it can be recognized for both positive and 

negative acts; the study of rhetoric mainly is used to help people understand the 

world and introduce them to social criticism. To dissect any argument, debate, or 

even a conversation, a person would find that all communication has some 

influential aspects of persuasion. 

Often people assume that rhetorical thinking only is involved with the 

ability to verbally deliver a speech, but in actuality it is a system that incorporates 

both verbal and nonverbal messages, as well as written responses. Rhetoric is a 

thought process, and when it is articulated properly it can become very powerful. 

For the purpose of this thesis, rhetoric will be defined as the discourse that 

activates the opinions of others to partake in a similar viewpoint; one that induces 

action in an audience, action that achieves the rhetorical standards that provide a 

positive outlook in favor of the speaker. The sections that follow will examine the 

process of rhetorical thinking. In doing so, they demonstrate the act of criticism 

and explain the rhetorical process of generic criticism. Finally, they will introduce 

how the analysis of communication within the case studies of Merrill Lynch will be 

conducted. 

Rhetorical Characteristics 

Since rhetoric has been defined, it is important to identify the foundation of 

this tool and to lend a focus to all its aspects (Cathcart, 1981; Foss, 1989; Hart, 

1990). The following sections will focus on research that demonstrates the 

origins and development of rhetoric. 

.. 
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The study of the process of rhetorical thinking dates back to the time of 

the Greeks and the Romans. The Greeks and the Romans developed this 

concept to teach how to influence others. They used the process to create 

speeches that encouraged an audience to follow their leadership and views 

(Larson, 2001; Osborn & Osborn, 2000). Oftentimes, the speakers would create 

public speeches with the attempt to tell people how to think, vote, and behave. 

Many of the contemporary tools of persuasion have their roots in the work of 

Aristotle. 

Aristotle is one of the most influential contributors to the study of rhetorical 

development. Aristotle created the concept of the three tools of persuasion: 

ethos, pathos, and logos (Cathcart, 1981; Foss, 1989; Larson, 2001, Osborn & 

Osborn, 2000). Ethos deals with the ethical standards linked to the process of 

speaking. It addresses the concepts of personal character and credibility 

(Larson). Ethos guides the audience to realize the ability and beliefs of the 

speakers. The second tool, pathos, is focused on the emotional side of an 

argument. Often speakers were guided to find stories that provoke the emotional 

side of the audience (Larson). In society today, this practice is referred to as the 

art of "pulling on the heartstrings." The final tool identified was logos, which is 

the idea of logic. The challenge here was to create a method that influenced 

individuals through the process of presenting factual information (Larson). The 

factual information was provided through data or cause and effect relationships 

that presented linkages. These linkages would then convince an audience of the 

position or stance that it should defend. 
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Cicero added to the understanding of the rhetorical process, through a 

system that was provided for speaking persuasively. The system created by 

Cicero encompassed five canons: invention, organization, style, memorization, 

and delivery (Cathcart, 1981; Foss, 1989; Larson, 2001). 

Invention (i.e., brainstorming), the first characteristic, was when the rhetor 

discovered evidence and arguments. Another of the canons used is the process 

of organization; here the rhetor would be focused on the placement of ideas 

(Foss, 1989). Rhetors also would be concerned with the development of the 

concept with the goal being to create the most compelling presentation. The 

third element to persuasively speaking, style, was influential because it referred 

to the language choice and audience analysis (Larson, 2001). The language 

choice was important throughout the act of persuasion, particularly in the time 

period of Cicero, because in the development of a persuasive speech a rhetor 

needed to assure that the audience could comprehend the message. Then 

comes memorization; Cicero placed this in the canons of rhetoric because the 

better a rhetor knows the speech, the more influential the speech can be. 

Finally, Cicero concluded the five canons with delivery. Delivery was important 

because the rhetor focused on the voice, gestures, and body position (Larson). 

This was done to present a strong, important image to the audience. Cicero's 

contributions to the concept of rhetorical thinking aided researchers by building a 

template for the creation of rhetorical messages, messages that could influence 

or persuade. 
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In?earlier?times,? the?goal?of?the?rhetorical?process?was?mainly?to?influence?

public?debate.? Oftentimes,? the?messages?would?be?formed?over?a?fight?for?land?

or?an?animal.? But?over?the?years,?rhetoric?has?been?built?into?a?more?complex?

method?of?analysis?with?a?foundation?of?persuasion?and?the?addition?of?

interpretation.?

Another,?more?recent,?designer?of?the?concepts?of?rhetoric?is?Burke.? Burke?

(1945;?1955)?has?aided?the?development?of?rhetoric?by?moving?the?attention?away?

from?the?need?to?persuade?and?instead?incorporating?the?concept?of?identification?

(Burke,?1945?&?1955;?Cathcart,? 1981;?Foss,?1989;? Hart,?1990;?Larson,?2001?).?

Identification?is?the?process?of?providing?reasons?for?self-persuasion?on?the?part?

of?listeners.?

Burke?also?can?be?compared?closely?with?Aristotle,?but?their?viewpoints?

differ?along?the?concepts?of?humans?as?rational?beings.? Burke?seems?to?identify?

with?the?ability?of?humans?to?create?a?message?to?benefit?their?future,?meaning?an?

organization?could?compose?a?message?to?say?one?thing?and?mean?another.? He?

realized?the?potential?for?humans?to?abuse?the?power?(Cathcart,?1981;?Foss,?

1989).? In?other?words,?he?states?that?people?can?identify?with?a?particular?

situation?and?create?an?atmosphere?that?would?benefit?them.? He?saw?the?process?

as?one?of?inducement? (Fisher?&?O'Leary,? 1996).? Aristotle?seemed?to?focus?

primarily?on?the?persuasive?grounds,? while?Burke?focused?his?attention?beyond?

the?message?and?saw?the?power?for?creation?and?inducement?to?achieve?a?

particular?response.?

.. 
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The8developments8into8rhetorical8thinking8processes8have8been8defined8

and8redefined8in8ways8to8demonstrate8the8need8for8understanding8society8and8its8

trends.8 After8reviewing8Aristotle,8Cicero8and8Burke,8a8person8can8see8how8the8

study8of8rhetoric8has8developed.8 This8next8section8will8examine8the8critical8

process8of8rhetorical8analysis.8

Rhetorical8Criticism8

Rhetorical8Criticism8involves8the8identification8of8both8implicit8and8explicit8

acts8while8administering8constructive8comments8on8both8positive8and8negative8

accounts.8 Among8other8things,8 critics8engage8in8investigating8the8works8of8

people8and8organizations8and8their8messages8to8achieve8a8better8understanding8

of8the8world8(Cathcart,819818).8

Research8often8will8engage8in8examinations8of8speeches8by8political8

officials,8as8well8as8companies8that8have8recalled8product8lines8and8have8also8lied8

to8the8public.8 Some8of8the8first8messages8criticized8were8given8by8successful8

political8leaders,8such8as8the8presidents8of8the8United8States.8 Critics8do8not8only8

try8to8indicate8errors8in8their8messages,8although8they8may8find8errors;8 rather8they8

investigate8messages8for8recurring8themes8and8categorize8thoughts8for8the8

publics8to8create8a8better8understanding8(Cathcart,81981;8 Foss,8 1989;8 Hart,8

1990).8

Rhetorical8criticism8is8not8only8studied8to8identify8errors8and8to8suggest8

rhetors8are8incorrect,8but8it8is8also8a8communication8system8in8action8that8focuses8

on8messages,8categorizes8information,8and8evaluates.8 Sometimes8the8critiques8

find8and8indicate8errors,8while8other8times8they8show8commonalties8among8

' 



Scapegoating an Organizational Escape 39 

choices and structure in society (Cathcart, 1981). Rhetorical criticism is mainly a 

measurement tool of communication to aid society in understanding trends, 

genres, and even the business world. 

Hart (1990) states that "rhetorical criticism is the business of identifying 

the complications of rhetoric and explaining them in a comprehensive and 

efficient manner" (p. 32). His research indicates that criticism has a negative 

focus because it looks at only the complications of rhetoric. This assumption is 

what formulates negative opinions about the method of rhetorical criticism. The 

study of rhetorical work has been classified as individuals scavenging for errors 

and wrongdoing. However, other researchers feel differently. One researcher 

who disagrees with Hart's classification is Foss. 

Foss (1989) alludes to rhetorical criticism as "an investigation and 

evaluation of rhetorical acts and artifacts for the purpose of understanding 

rhetorical processes" (p. 5). Foss argues that it is a system of inquiries to 

promote understanding. This definition distinguishes the unique characteristics 

behind criticism, such as its benefits of social understanding and the processes 

of investigation and evaluation. 

Criticism also requires individuals to engage in the why and how of the 

message. It is this assessment of the why and how that compiles a message 

and is like art, with new creations constantly being formed (Cathcart, 1981). 

Cathcart produces an image of artistic nature to describe the message. He 

states that the message is a section of a larger picture, the world. The 

. 
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assessment7of7the7why and7how is7referred7to7as7an7investigation7of7influence7

through7a7system7that7guides7the7critic7through7a7message7and7through7society.7

A7critic7is7challenged7with7the7remarkable7task7of7getting7the7reader7to7

realize7and7to7focus7on7the7elements7that7compose7the7message7and7the7delivery.7

The7critic7needs7to7realize7that7"criticism,7therefore,7 requires7special7discernment:7

the7ability7to7stand7simultaneously7in7the7midst7of7and7apart7from7the7events7

experienced"7(Hart,71990,7p.733).7 Achievement7is7based7on7focusing7attention7

toward7the7creation7of7a7message,7as7well7as7the7thought7behind7a7message,7

much7like7Burke7argues7(1945).7 Criticism7requires7critics7to7both7step7into7and7

away7from7the7message,7with7concentration7on7all7angles7to7comprehend7the7

purpose7of7the7message.7

In7addition7to7understanding7the7purpose7of7the7method,7critics7need7to7

know7the7goals7of7rhetorical7criticism.7 The7first7goal7is7to7understand7human7

behavior;7 here,7the7critic7is7compelled7to7understand7why7a7human7decided7to7

respond7in7a7particular7manner7 (Cathcart,71981;7Hart71990).7 The7critic7

investigates7what7has7happened7in7the7past7and7is7charged7to7look7into7the7future7

to7try7to7discover7why7certain7choices7were7made.7 "Everything7happens7for7a7

reason,"7and7it7is7the7critic's7job7to7determine7that7reason.7

The7second7goal7of7rhetorical7criticism7incorporates7both7instruction7and7

performance7(Cathcart,71981).7 The7goal7here7is7to7look7at7what7came7before7and7

followed7the7action.7Critics7are7charged7with7revealing7aspects7of7the7

communication,7 identifying7with7the7system,7and7evaluating7the7audience7as7well7

as7the7rhetor.7
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ExaminingAtheAsocialAtrendsAandAvalueAofAtheAorganizationAthroughA

communicationAisAtheAthirdAgoalAofArhetoricalAcriticismA(Cathcart,A1981;A HartA1990).A

Therefore,A theAcriticAneedsAtoAidentifyAtheAmotivesAbehindAtheAchoicesA- theA"why?" 

TheAcriticAtriesAtoAdetermineAwhetherAtheAchoicesAmadeAwereAinAfavorAofAsocietyAasA

aAwholeAorAself-servingAforAtheArhetor.A

TheAfinalAgoalAisAtheArealizationAthatAsocietyAonlyAhasAaAlimitedAknowledgeA

onAtheAsubjectAandAroomAforAcontinuousAgrowth.A CriticsAfaceAtheArealizationAthatA

knowledgeAhasAlimitations,AandAoftentimesApresentAtheoriesAthatAdoAnotAcoverAtheA

realmAofAinformationAneeded.A Therefore,A newAtheoriesAneedAtoAbeAdevelopedAtoA

meetAtheAneedsAofAourAgrowingAsocietyAandAtheirAactionsA(Cathcart,A1981;A Hart,A

1990).A

TheApurposeAofAthisAthesisAisAtoAaddressAtheAgoalsAofAcreatingAanA

understandingAofAhumanAbehaviorAandAidentifyingAsocialAtrendsAandAtheAvaluesAofA

MerrillA LynchAduringAitsAcrisis.A WhenAinvestigatingArhetoricalAcriticismAonAtheseA

twoAlevels,AaAsystemAofAanalysisAneedsAtoAbeAformulatedAandAadapted.A TheA

systemAthatAhasAbeenAadaptedAforAtheApurposeAofAthisA thesisAisAfromACathcart'sA

(1981)Abook,APost communication: Rhetorical analysis and evaluation whichA

involvesAtheAfourAessentialAstepsAofAcriticism:Adescription,Aanalysis,AinterpretationA

andAevaluation.A

MethodologicalACriticismA

TheAworkAcompletedAinArhetoricalAcriticismAhasAchargedAresearchersAtoA

createAaAvarietyAofAmethodsAforAanalysis.A ForAdecadesAresearchesAreliedAonAtheA

foundationalAmethodAofANeo-AristotelianAcriticismA (Foss,A 1989),A butAsoonA
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discovered that this methodology did not fit all types of rhetorical artifacts; rather 

research began to use this method to create new methods that allowed for better 

criticism. 

Generic Method 

One of the most useful methods is generic criticism, which is the method 

that will be applied in this thesis. Generic criticism is an approach that obtains a 

focal point on the commonalties of a particular genre. The commonalties are 

classified as similarities among artifacts or symbols that create reoccurring 

patterns (Foss, 1989; Larson, 2001 ). These patterns can be classified on many 

levels. This generic methodological approach provides the critic with the ability 

to compare and contrast findings and to highlight patterns that are becoming 

prominent in society. 

The foundation of generic criticism comes from a number of tenets that 

were developed by the founding researcher of this methodology, Edwin Black 

(1965). In 1965, Black concluded that the Nee-Aristotelian form of criticism was 

not serving the purpose that was needed in the development of research. 

Cathcart (1981) highlighted the tenets of generic criticism in his book Post 

communication: Rhetorical analysis and evaluation. Cathcart proposed as an 

alternative to the traditional method (Nee-Aristotelian) of criticism a generic frame 

of reference that included these tenets: 

(1) "there is a limited number of situations in which a rhetor can find

himself'; (2) "there is a limited number of ways in which a rhetor can and 

will respond rhetorically to any given situational type"; (3) "the recurrence 

, 
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ofBaBgivenBsituationalBtypeBthroughBhistoryBwillBprovideBtheBcriticBwithB

informationBonBtheBrhetoricalBresponsesBavailableBinBthatBsituation."B (p.113)B

ThisBmeansBthatBgenericBcriticismBisBtheBmethodBofBidentifyingBparticularBeventsB

thatBoccurBinBparticularBsettings.B TheBtenetsBalsoBindicateBthatBsinceBthereBareBaB

limitedBnumberBofBsituationsBandBaBlimitedBnumberBofBresponsesBrhetoriciansBmayB

adaptBstylesBofBresponseBthatBwouldBworkBforBtheirBsituationBorBevent.B

AnotherBresearcherBthatBaidedBinBtheBdevelopmentBofBtheBgenericBcriticismB

wasBBitzer.B InB1968,B BitzerBsupportedBtheBprocessBofBgenericBcriticismBbyB

incorporatingBtheBconceptBofBreoccurringBsituationsB(Foss,B 1989).B AlongBwithBtheB

conceptBofBreoccurringBsituationsBcameBtheBideaBofB locatingBcommonBpatterns.B AnB

exampleBofBaBpatternBwouldBbeBaBvarietyBofBorganizationsBadoptingBtheBsameB

techniquesBofBresponseBtoBsimilarBsituationsB(Foss)B(i.e.,B denial,Bminimization,BandB

apology).B Bitzer'sBadditionsBtoBgenericBcriticismBcameBfromBhisBabilityBtoBrecognizeB

theBimportanceBofBobservationsB (FisherB&BO'Leary,B 1996).B

Also,B twoBotherBresearchers,B CampbellBandBJamieson,B contributedBtoBtheB

developmentBofBtheBmethodBinB1976;B theirBdevelopmentBcameBfromBtheBworkB

completedBafterBaBSpeechBCommunicationBAssociationBconferenceBatBtheB

UniversityBofBKansas.B TheirBcontributionsBwereBinvestigatingBtheBideaBthatB

patternsBandBformsBcouldBcreateBgenres,BwhichBwasBtheBfirstBtimeBresearchersB

statedBtheBconnectionBbetweenBgenresBandBrhetoricalBcriticismB(FisherB&BO'Leary,B

1996;BFoss,B1989).B TheBelementBofBcombiningBgenresBintoBtheBmethodBempowersB

researchersBtoBexamineBtheBrealBworldBandBtoBconnectBitBwithBrhetoric.B WithBtheB
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new developments of this theory and its original work, a new foundation was laid 

for rhetorical methodology. 

Since critics take the time to discover patterns of common response or 

actions, they are able to create categories of classification (Foss, 1989). This 

classification allows criticism to take on an entirely different level of 

communication and response. As it relates to this thesis, it supports society by 

revealing businesses that have violated key values or morals in our world. 

Applying generic criticism allows a focus on both substantive (content) and 

stylistic (form) characteristics (Foss, 1989; Larson, 2001 ). The application of 

both approaches permits an in-depth focus on the information and allows the 

critic to get to the heart of the act of criticism. With this focal process, the critic 

can then emphasize the influence that actions in society have on one another 

and establish how society forms patterns of acceptance from prior rhetoric 

(Foss). 

In the generic method of analysis, critics may select the appropriate 

procedure that best fits their study. The three generic procedures for enactment 

include: description, participation, and application (Foss, 1989). These three 

categories of generic criticism are related in the sense that each helps to shape 

the process of analysis. 

Generic Description 

Generic description tends to take on the basic analysis formula (Foss, 

1989). The nature of the formula begins with a critic performing observations. 

These observations take on the principle of identifying commonalties that are 

·, 
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present among artifacts in society. The form may be either through speeches or 

articles. The next step highlights the collection of materials that emulate the 

purpose of the critic. The final two steps involve the analysis and the formulation 

or evaluation of the principle. 

The interesting aspect of selecting this procedure under the generic 

method is that it allows for easy adaptation of other methodologies, like the Neo

Aristotelian criticism, cluster criticism, or even Toulmin criticism (Cathcart, 1991; 

Foss, 1989). 

Generic Participation 

Generic participation moves the attention from a single thought or artifact 

and focuses on a genre (Foss, 1989). As the critic applies this procedure, he or 

she is faced with a challenge of locating or developing a genre which fits the 

situational requirements of the artifact. Once one is located, a comparison is 

completed to evaluate how well the artifact belongs to a particular genre. For this 

thesis, the genre is that of crisis discourse from an organization. 

Generic Application 

Generic Application is much like the system of generic participation, but in 

the end a vital step is required. The critic needs to evaluate the artifact regarding 

its effectiveness and success in fulfilling requirements of the particular genre 

(Foss, 1989). This in turn provides the critic with insights to formulate opinions 

and findings. 
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Generic Analysis of the Merrill Lynch Case 

In order to answer the research questions, this study applies a generic 

application to the case study of Merrill Lynch. The generic application will focus 

on the crisis genre to identify the patterns of communication that are present in 

organizational responses during a crisis and the systems of image recovery that 

organizations use. 

The documents used regarding the Merrill Lynch case will include public 

statements and discourse, which will be collected from articles published in The 

New York Times and The Wall Street Journal, as well as adapting news 

transcripts from CBS 60 Minutes and CBS 60 Minutes II. The collected 

information will span from the April of 2001, when the allegations were declared, 

until December of 2002. 

To begin the generic criticism, this thesis will adapt Fink's stages of crisis 

communication and identify the stages in which the response occurred. Then the 

response will be identified through focusing on Coombs' (1999) communication 

strategies as used by Merrill Lynch throughout its organizational crisis. This 

criticism allows for an investigation into the patterns of communication adopted 

by Merrill Lynch. 

The final step of analysis will be to ensure interpretation of the crisis on all 

levels, specifically drawing attention to how Merrill Lynch communicated 

throughout the crisis and its communication outcomes. Finally, it will conclude 

with an evaluation of scapegoating as a communication technique. 
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Conclusion*

Chapter* Ill*has*examined*the*process*of*rhetorical*analysis,* specifically*

highlighting*generic*criticism.* The*thesis*will*continue*with*Chapter* IV*analyzing*

the*scapegoating*strategies*utilized*by*Merrill*Lynch,*within*the*confine*of*the*

crisis*genre.* The*analysis*will*incorporate*an*in-depth*investigation*into*the*

commonalties*and*the*patterns*applied*during*crisis*response.* Consequently,*

this*analysis*of*Merrill*Lynch*will*provide*a*more*accurate*understanding*of*

communication*used*in*a*crisis,*as*well*as*the*common*social*trends*and*values*

that*emerge.*

' 
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CHAPTER IV 

ANALYSIS 

In April of 2001, Merrill Lynch found itself in a large amount of legal and 

ethical trouble. E-mail messages that were viewed as routine acts of 

communication between colleagues had been subpoenaed and used to 

investigate unethical behavior at the firm. The investigation began in April, 2001 

by Eliot Spitzer, who not only initiated an investigation at Merrill Lynch for its 

analysts' unethical advice, but also other Wall Street firms that had committed 

similar fraud. Spitzer's goal was to put a stop to the fraud that was occurring 

against investors by Wall Street financial conglomerates. 

This chapter will begin with an analysis of the genre in which the Merrill 

Lynch crisis occurred. It will then move to the stages of a crisis that Merrill Lynch 

went through, by adapting Fink's (1986) model. The chapter then will conclude 

with an analysis which applies Coombs communication strategies to the Merrill 

Lynch crisis. 

Generic Criticism of Merrill Lynch 

To gain a complete picture of the crisis that happened at Merrill Lynch and 

its response, this analysis will utilize generic criticism. As a means of conducting 

a generic analysis, it is necessary to identify the genre in which the incident 

occurred. The incident in the case of Merrill Lynch happened in the crisis genre, 

particularly in its subset of apologia. The following sections will analyze the 

Merrill Lynch crisis by identifying the allegations made against the firm as well as 

the response strategies established by the firm. 



Apologetic Crisis Genre 
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ApologeticAcrisesAareAthoseAunforeseenAeventsAthatAeruptAinAanA

organization.A InAthisAinstanceAtheAunforeseenAeventAcouldAhaveAbeenApreventedA

byAMerrillALynch.A TheApreventionAcouldAhaveAcomeAthroughAcommunicatingAinAaA

truthfulAandAnon-biasedAmanner,AstructuringAtheAorganizationAinAaAdifferentA

manner,AorAestablishingAaAmoreApreciseApolicyAthatAprovidedAinvestorsAwithAhonestA

andAtruthfulAadvice.A TheAcrisisAatAMerrillALynchAwasAcausedAbyAinternalAactionsA

takenAbyAemployeesAinAorderAtoAprovideAaAfinancialAbenefitAforAtheAfirmAasAwellAasA

forAtheAanalystsAthemselves.A

TheAcrisisApresentedAitselfAdueAtoAtheAorganizationalAstructureAatAMerrillA

Lynch.A MerrillA LynchAhadAitsAanalystsAresponsibleAforAprovidingArecommendationsA

ofAstocksAtoAinvestorsAwhileAusingAanAunclearArecommendationAsystemAatAtheA

sameAtimeAthatAtheAcompanyAsoughtAtoAmaintainAlucrativeAinvestmentAbankingA

clientsAthatApurchasedAbondsAfromAtheAorganization.A ThisAplacedAtheAanalystsAinAaA

trapAbetweenAbeingAsuccessfulAandAbeingAhonest.A TheAorganizationApressuredA

theAanalystsAtoAmaintainAhighAbuyAratingsAforAfirmsAwithAwhomAtheAcompanyAdidA

bondAwork;A thisAinAturn,A virtuallyAforcedAtheAanalystsAtoAcommunicateAinAanA

unethicalAmanner.A

AnAexampleAofAthisAunethicalAbehavior,AwithAtheApressuresApresentAinAtheA

corporation,AwasAgivenAinAaAreportAbyACohenA(2002).A TheAfollowingAexampleAisAanA

e-mailAconversationAthatAwasArevealedAasAaAresultAofAtheAinvestigation;A the

conversationAwasAbetweenAHenryABlodgettAandAJeffASexton,AaAfinancialA

consultant,A inAregardAtoAtheAlnfospace,AaAdot.comAcompany'sAstockAratings.A

.. 

-. 

. . 



From:IJeffISextonI

To:I Blodget,I HenryI
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Subject:I HandwrittenIlnfospaceIAnnualIReport!?!?I

WouldIyouIorIsomeoneIinIyourIofficeIpleaseIrespondItoItheIDowI

JonesINewsIServiceIarticleIbyIMichaelIR.ISesitIOctoberI20I

discussingIaInewIstudyIanalyzingIannualIreportsIofInewIeconomyI

companies?I InIthatIarticle,I lnfospace'sIisIheldIupIasIaI"horrorIstory"I

dueItoIitsI"highIschoolIexamIformat "IandI"someIpagesIthatIareI

handwritten."I...IAIhandwrittenIannualIreportIforIaIcompanyIyouI

haveIaIbuyIratingIonIwithIaIpriceItargetIofI$100IisIdisconcertingItoI

meItoIsayItheIleast.ITellImeItheIarticleIisIwrongI....I

JefferyIA.ISextonI

Mr.IBlodgetIthenIforwardedItheIemailItoIaImemberIofIhisIresearchIteam,IwithIanI

addedIrequest.I

From:I Blodget,I HenryI

To:ISyer,IVirginiaI

FW:IHandwrittenI lnfospaceIAnnualISpace!?!?I
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IHamHsoHtiredHofHgettingHtheseHthings.HCanHweHpleaseHresetHthisH

stupidHpriceHtargetHandHripHthisHpieceHofHjunkHoffHwhateverHlistHit'sHon.H

IfHyouHhaveHtoHdowngradeHit,HdowngradeHit.H

SoHembarrassing.H

h 

ButHbeforeHhisHresearchHteamHcouldHrespond,HMr.HSextonHwritesHbackHwithHaHmeaH

culpa.H

From:HSexton,HJeffH

To:H Blodget,H HenryH

Subject:H lnfospaceHAnnualHReportH

MyHapologies.HIH haveHreadHtheH1999HAnnualHReportHforHlnfospace.H

WhileHweirdHandHdifficultHtoHread,H itH...HseemsHlikeHtheHstudyHcitedHinH

theHarticleHwasHattemptingHtoHbashHlnfospaceHandHnewHeconomyH

stocks.H Surprise.H

From:H Blodget,H HenryH

To:HSyer,HVirginiaH

Phew.HStillHwouldHloveHtoHresetHtheHpriceHtargetHtoH$30HorHsomething.H

(Cohen,H2002,Hp.H4-7)H

.. 

,. 
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This text provides a prime example of the untruthful advice being given by 

analysts. The problem with the e-mails is that even after the rating was 

questioned, the analysts let the rating remain positive and did not work to correct 

Mr. Sexton's conclusion on the stock. Rather, Blodget and Syer were just 

grateful to avoid having to admit or dodge the misleading advice. 

Since these unethical actions were taking place at Merrill Lynch, with no 

steps being taken to stop them, Attorney General Eliot Spitzer began to question 

the purchasing advice being provided to investors on the failing dot.com 

organizations. He then decided to take action and begin his investigation, 

plunging the firm into an apologetic crisis by challenging its ethics. When asked 

about his investigation on Merrill Lynch, Spitzer charged: 

The firm's behavior jeopardizes the integrity of the marketplace. 

This was an outrageous betrayal of their trust and a shocking 

abuse of the system, perverted to produce greater revenues for the 

firm. (McGeehan, 2001 b, C 1) 

As New York's Attorney General, Spitzer took the liberty to initiate action against 

the Wall Street firms such as Merrill Lynch that were defrauding investors. He 

also alleged that the actions taken by these analysts were wrong and that 

someone needed to put a stop them. When later asked about the goal of the 

charges, Spitzer indicated: "What we are seeking here is to reform the system, 

restore integrity, and driving Merrill Lynch out of business wouldn't have made 

sense" (Kroft, 2002, p.4). 
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Some of the analysts in the industry agreed with Spitzer and thought that 

the unethical behavior should be put to an end (Editorial Desk, 2002; Wall Street 

Prophets, 2002). These analysts also felt that the problem in the system related 

directly to the pressures on the analyst to perform conflicting roles. On June 26, 

2001, in a report with CBS reporter Scott Pelley on 60 Minutes II, Liz Buyer, a 

former stock analyst, addressed the pressures to give favorable ratings even 

when they are not deserved with the following remarks: 

You rarely see sell. It angers management, it doesn't help institu

institutional investing clients, and it makes a lot of people very 

hostile at you. So what you say instead is, "we're downgrading this 

to a hold and believe it promising for those with a three- to five-year 

investment horizon," which for those in the know means, "See ya." 

(Wall Street prophets, 2001, p. 4) 

This is a prime example of the kind of pressures felt by Merrill Lynch employees. 

If an analyst was to downgrade a stock, he or she would be out of a job. 

Another example of the pressures on analysts came to light in a CBS 60 

Minutes II segment. Kirsten Campbell, a Blodget subordinate, complained: 

We are losing people's money, and I don't like it. John and Mary 

Smith are losing their retirement because we don't want our clients 

to be mad at us. 

She then added: 

The whole idea that we are independent from investment banking is 

a big lie. (Wall Street Prophets, 2002, p. 3) 
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Blodget responded to the complaint by Campbell with the statement that his 

department was going to start: "calling stocks 'like we see them, no matter what 

the ancillary business consequences are"' (Editorial Desk, 2002, p. A 1 ). 

The distribution of the invalid advice was being given by the majority of 

analysts to avoid negative employment consequences. It was presented by 

Buyer in regard to the ratings as well as when dealing specifically with clients, 

like "the Smith's." It is evident that the analysts felt the pressures as implied by 

Blodget's reference to the consequences. These analysts were in a trap of trying 

to be honest with the Smiths, while avoiding the consequences of displeasing the 

company. 

Although the analysts were facing pressures and issues of honesty, Merrill 

Lynch as a firm seemed to avoid them successfully. Merrill Lynch, throughout 

the entire case, was able to successfully dodge ever having to admit fault for the 

misleading advice. The company participated in this action by never stating that 

it had committed a wrongdoing; rather, it always offered a statement of regret for 

the individual analysts' actions and the negative light they shed on the 

organization. 

Fink's Stages of a Crisis and Merrill Lynch 

With the genre of crisis and its subset of apologia established, this 

analysis will now look into investigating the phases of crisis which Merrill Lynch 

went through, by applying Fink's (1986) model. Fink's stages of a crisis move 

from the initial discovery of the crisis through the response and relief from the 

• 
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unexpected:event.: Fink:describes:crises:through:an:analogy:of:a:medical:model:

with:the:following:stages:: prodromal,:acute,:chronic,:and:crisis:resolution.:

Prodromal Stage 

The:prodromal:stage:is:the:warning:stage:of:a:crisis:(Fink,:1986).: For:

Merrill:Lynch:the:warning:was:present:but:ignored:or:unrecognized.: The:warning:

that:a:crisis:was:about:to:occur:would:only:have:come:if:senior:executives:

questioned:the:advice:of:the:analysts;:since:the:top-level:managers:did:not,: the:

initial:crisis:warning:signals:were:not:recognized:in:a:visible:sense:by:the:

organization.:This:means:that:Merrill:Lynch:either:avoided:the:signs:of:the:crisis:

or:did:not:complete:the:necessary:oversight:of:analysts:to:prevent:a:crisis:from:

occurring.:

In:the:Merrill: Lynch:case,:since:the:prodromal:stage:was:not:recognized:

as:a:problem,: the:warnings:were:ignored.: Merrill:Lynch:was:functioning:in:its:

normal:business: routine,: until:it:was:presented:in:April:of:2001:with:allegations:of:

providing:unethical:stock:purchasing:advice:to:investors,: which:was:brought:on:

by:Spitzer.:

Acute Stage 

Since:the:allegations:were:made,:Merrill:Lynch:was:thrown:into:the:acute:

stage:of:a:crisis:situation:(Fink,:1986).: The:acute:stage:is:when:the:crisis:has:

erupted:and:symbolic:and:tangible:damage:occurs.: The:damage:at:Merrill:Lynch:

was:in:two:areas:: it:damaged:the:firm's:image:in:society,:as:well:as:resulted:in:

real:financial:penalties:being:leveled:against:the:organization.:

.. 
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The:crisis:and:allegations:were:responded:to:by:Merrill:Lynch:in:a:

defensive:manner:through:a:response:of:denial.: A:denial:often:is:one:of:the:first:

actions:of:response:in:an:organization:when:a:crisis:of:this:nature:strikes.: Here:

the:Merrill: Lynch:firm:was:on:the:defense,:a:defense:to:protect:the:image:that:it:

has:built.: Although:it:continued:to:be:defensive,:Merrill:Lynch's:response:tactics:

shifted:as:evidence:of:unethical:discourse:was:revealed.: Merrill: Lynch's:

response:was:that:of:a:repair:tactic:designed:to:save:the:face:of:the:organization.:

Chronic Stage 

Since:the:crisis:had:erupted:and:Merrill:Lynch:was:rightfully:accused:for:

the:actions:its:analysts:took:while:working:there,: the:firm:moved:into:Fink's:

(1986):third:phase:of:a:crisis,: chronic.: Fink:states:that:the:chronic:stage:is:the:

"period:of:recovery,: self:analysis:and:self:doubt:and:healing":(p.:24).: He:also:

indicates:that:it:is:a:stage:of:communication:where:an:organization:can:create:a:

plan:to:prevent:future:crises:from:occurring.:

In:this:stage:Merrill:Lynch:shifted:its:defensive:communication:manner:to:

more:of:an:offensive:one.: Though:Merrill:Lynch:did:not:specifically:admit:to:the:

guilt;:when:it:realized:it:could:not:deny:its:way:out:of:the:crisis,: it:decided:to:work:

with:Spitzer:to:create:a:settlement:(McGeehan,:2002h,:p.:A:1).:

Crisis Resolution Stage 

Merrill:Lynch:then:was:able:to:move:into:the:final:stage:of:crisis:resolution.:

Crisis:resolution:is:the:process:of:learning:from:the:company:experience:and:

taking: final: steps:to:restructure:the:organization:so:that:the:problem:does:not:

happen:again: (Fink,:1986).: The:reorganization:of:Merrill: Lynch:would:provide:

.. 
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the organization with a checks and balance system needed to prevent it from 

facing a similar crisis and also prepare to evaluate its other organizational 

systems to assure that preventative steps were being made there as well. 

In this phase, Merrill Lynch began by seeking to portray an honest image 

to its lay publics. The day after the settlement, the firm began an advertising 

campaign to repair its image; it even evaluated the strength of hiring a 

spokesperson with the stature of Rudi Giuliani (Merrill weighs Giuliani role, 

2002). 

In sum, evidence has shown that Merrill Lynch did experience a crisis and 

that the crisis was typical in the sense of the phases which the organization went 

through. Although an understanding of the phases of the crisis is complete, an 

analysis of the patterns of response used by Merrill Lynch is necessary to gain a 

full understanding of the steps the company went through to repair its damaged 

image. 

Merrill Lynch's Communication Strategies 

Corporations tend to evaluate a situation and immediately take a 

defensive strategy in order to maintain the image that it has worked to develop; 

this was only part of the case for Merrill Lynch. In order to view the entire scope 

of response given by Merrill Lynch, its strategies will be evaluated by adapting 

Coombs' (1995) crisis response strategies. The strategies are those of non

existence, mortification, ingratiation, and distance. The interesting aspect of 

these strategies is that they do not stand alone in the communication response to 

a crisis situation; rather they often are integrated together in an overall message 

., 
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strategy. Interestingly, Merrill Lynch's response to the allegations and the crisis 

did both; it not only adapted an immediate approach of nonexistence, but it 

combined a few of the strategies to form its defense. 

Non-Existence Strategy 

Coombs' (1995) strategy of non-existence was the response strategy 

adopted by Merrill Lynch when the allegations first came to light. Coombs' non

existence strategy occurs when an organization attempts to eliminate a crisis 

through a strategy of denial. 

Merrill Lynch applied this strategy of communication by responding to the 

crisis through a denial of the truth. When the allegations were made in April of 

2002 the firm stated: 

There is no basis for the allegations made today by the New York 

Attorney General. His conclusions are just plain wrong. We are 

outraged that we were not given the opportunity to contest these 

allegations in court. (McGeehan, 2002b, p. C1) 

This response gave Merrill Lynch executives the advantage of portraying the 

organization as a victim of negative allegations. The advantage came through 

the statement of "not given the opportunity;" this gave the organization an image 

of being defenseless and would likely draw sympathy from the general public. 

Along with the denial came Merrill Lynch's opportunity to create a 

clarification/attack as it concerned the allegation. The firm responded by 

attacking Spitzer's knowledge of the securities business, as well as attempting to 

clarify what little had been revealed. Merrill Lynch did this by stating: 

. 
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The=allegations=reveal=a=fundamental=lack=of=understanding=of=how=

securities= research=works=within=overall=capital-raising=process.=

They=cite=a=limited=number=of=employee=emails,= taken=out=of=

context,=as="proof'=that=investment=banking=had=undue=influence=in=

determining=research=ratings.= In=fact,=these=emails=prove=nothing=of=

the=sort.= (McGeehan,=2002b,=p.=C1)=

This=statement=presents=Merrill=Lynch=as=having=a=greater=knowledge=of=the=

securities=system,=and=since=the=company=is=one=of=the=largest=Wall=Street=firms,=

its=leadership=position=seeks=to=lessen=the=severity=of=Spitzer's=charges.=

This=nonexistence=strategy=proved=to=be=successful=in=the=beginning=

stages=of=the=crisis,= especially=when=it=was=coupled=with=the=next=strategy=under=

review,= Coombs'= ingratiation=strategy.= These=strategies=were=successful=

because=they=provided=the=organization=with=the=necessary=defense=and=support=

needed=to=combat=the=harsh=allegations=made=by=Spitzer.=

Ingratiation Strategy 

As=mentioned=above,= the=ingratiation=strategy=developed=by=Coombs=was=

applied=simultaneously=with=the=nonexistence=strategy=to=create=a=strong=and=

protective=image=of=the=organization.= Ingratiation=is=the=process=of="seeking=to=

gain=public=approval=for=the=organization"= (Coombs,= 1995,=p.=452).= One=common=

characteristic=of=the=strategy=of=ingratiation=is=the=process=of=bolstering.=

Bolstering=is=when=an=organization=highlights=its=positive=characteristics=and=

reminds=the=public=of=the=good=that=it=accomplishes.=

... 
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The top executives at Merrill Lynch implemented this strategy while they 

denied that they did anything wrong. The organization bolstered when it stated 

that Merrill Lynch was in the process of incorporating a new policy. The new 

policy involved the organization working to improve its research operation and 

revamping its rating system (McGeehan, 2002c; 2002g; 2002h). It also barred 

analysts from owning stocks they study and review, and implemented 

evaluations for senior analysts, to be completed twice a year (McGeehan, 2002g; 

2002h). 

These strategies of ingratiation and denial combined together to provide 

Merrill Lynch with the ability to deflect some of the negative allegations in the 

beginning of the crisis. Any initial success, however, only lasted until Spitzer 

came forward with evidence that the analysts' advice was misleading; this 

caused the organization to refocus its attention onto implementing distance and 

mortification strategies. 

Mortification Strategy 

In the Merrill Lynch case study, mortification did not occur until the 

statements of regret came from the organization. Mortification is the strategy 

where an organization asks for acceptance and forgiveness for the events that 

caused the crisis (Coombs, 1995). Coombs developed the strategy of 

mortification to be a three-step process that encompasses remediation, 

repentance, and rectification. 

The remediation phase of mortification is the process where organizations 

"willingly offer some form of compensation or help to the victims" (Coombs, 1995, 
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p. 452).D InDtheDcaseDofDMerrillDLynchD thisDcameDwithDaDsettlementDofD$100Dmillion,

asDwellDasDanDagreementDtoDrestructureDtheDresearchDsegmentDofDtheDorganizationD

(EditorialDDesk,D2002;DMcGeehan,D2002h).D

TheDnextDphaseDofDmortificationDinDtheDMerrillDLynchDcaseDcameDthroughDanD

attemptDatDrepentance,DwhichDwasDintroducedDatDMerrillDLynch'sDannualDmeetingD

onDAprilD26th
, 2002DbyDChairmanDandDChiefDExecutiveDDavidDKamansky.D HeD

offeredDanDapologyDtoDtheDcompany'sDstakeholdersDbyDstating:D "TheDemailsDthatD

haveDcomeDtoDlightDareDveryDdistressingDandDdisappointingDtoDus.DTheyDfallDfarDshortD

ofDourDprofessionalDstandardsDandDsomeDareDinconsistentDwithDourDpolicies"D

(McGeehan,D 2002e,Dp.DC1D).D HeDcontinued:D "WeDregretDthatDandDweDfurtherDregretD

thatDtheDperceptionDofDourDresearchDintegrityDhasDclearlyDbeenDaffected.D WeDhaveD

failedDtoDliveDupDtoDtheDhighDstandardsDthatDareDourDtradition"D(p.DC1).D DoDnoteDthatD

KamanskyDwasDregretfulDonlyDthatDtheDdocumentsD"haveDcomeDtoDlight"DandDforDtheD

negativeDperceptionDthatDtheyDcreated.D HisDstatementsDalsoDleadDtoDtheDconclusionD

thatDtheDorganizationDwasDscapegoatingDaDfewDindividualsDthroughDtheDclearD

separationDofDtheDemployeesDandDorganizations.D KamanskyDclearlyDindicatedDthatD

"they"D(theDemployees)DfellDshortDofDtheDcorporation'sDstandardsDandDpolicies,D

whichDinDturnDallowedDforDtheDorganizationDtoDplaceDtheDguiltDontoDthem.D

TheDsettlementDwithDSpitzerDonDMayD21st,D2002DrequiredDtheDorganizationDtoD

issueDanotherDapology.D ItDexpressedDremorse:D

ForDtheDinappropriateDcommunicationsDbroughtDtoDlight.DWeDsincerelyD

regretDthatDthereDwereDinstancesDinDwhichDcertainDofDourD InternetD

sectorDanalystsDexpressedDviewsDthatDatDcertainDpointsDmayDhaveD
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appeared?inconsistent?with?Merrill?Lynch's?published?

recommendations.? (McGeehan,?2002h,?p.?A?1)?

Again?Merrill?Lynch?regrets?the?e-mails?were?"brought?to?light"?and?minimized?the?

seriousness?of?the?wrongdoing.?

Merrill?Lynch's?rectification?came?coupled?with?its?repentance?when?on?

April?26,?2002,? Kamansky?promised?that?the?firm?would?"take?meaningful?and?

significant?actions?to?restore? investor?confidence"? (McGeehan,?2002e,? p.? C1).?

Furthermore,?Merrill? Lynch's?completed?its?repentance?through?its?settlement?on?

May?2151, 2002?with?Spitzer.? In?reviewing?the?settlement,?McGeehan?wrote:?

Merrill? Lynch?&?Company?said?it?would?pay?$100?million? in?penalties?

to?New?York?and?other?states?and?change?the?way?it?pays?stock?

analysts?to?end?the?investigation?that?its?chairman?said?had?

damaged?the?firm's?reputation.?

He?continued:?

In?the?settlement?Merrill?Lynch?executives?apologized?again?for?the?

behavior?of?their?analysts?but?did?not?admit?to?any?wrongdoing.?

Instead,? they?agreed?to?reorganize?Merrill's?research?department?

and?to?stop?allowing?investment?bankers?to?help?determine?how?

much?analysts?earn.? Merrill?also?agreed?to?prohibit?analysts?from?

promising?positive?stock?ratings?to?prospective?clients?or?from?

lowering?their?ratings?to?punish?companies?for?not?hiring?Merrill.?

(McGeehan,?2002h,?p.?A?1)?
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TheErectificationEmeantEthatEtheEsettlementEincludedEnotEonlyEtheEpaymentEofEaE

$100EmillionEfine,EbutEalsoEledEtoEpreventionEmechanismsEbeingEputEintoEplace.E InE

thisEcase,EMerrillELynchEwouldEincorporateEchangeEthroughEhowEitsEanalystsEwereE

compensated;E itEwouldErestructureEitsEresearchEdepartment,EasEwellEasEofferEaE

secondEattemptEatEanEapologyEforEitsEactionsE(Glendenning,E2002,Ep.EA5;EEditorialE

desk,E2002;EMcGeehan,E2002e;E2002g;EWhite,E2002,Ep.EAE1E).E

TheEmortificationEprocessEwasEpartEofEMerrillELynch'sEapproachEtoErepairEitsE

image;Ehowever,E theEmostE"effective"EtackEforEtheEorganizationEcameEfromEitsEuseE

ofEaEdistanceEstrategy.E

Distance Strategy 

TheEdistanceEstrategyEwasEtheEprimaryEformEofEcommunicationEutilizedEbyE

MerrillELynch.E TheEdistanceEstrategyEprovidedEMerrillELynchEwithEtwoEadvantages,E

theEprocessEofEjustificationEandEexcuse.E TheEjustificationEofEtheEeventsEcameE

whenEMerrillE LynchEtriedEtoEminimizeEtheEdamageEofEtheEcrisis.E ThisEcameEthroughE

statementsEofEsupportEfromEemployeesEregardingEtheEanalysts'EactionsEafterEtheE

settlementEwasEagreedEupon.E AnEexampleEofEthisEisEfromEMerrillE Lynch'sEglobalE

headEofEmediaErelations,E TimothyE I.E Cobb;EheEclaimedEthatE"theEe-mailEmessagesE

don'tEmakeEusEguilty"E(Seglin,E2002,E p.E2).E AnotherEexampleEofEminimizationE

cameEfromEJamesEWiggins,E theEheadEofEcorporateEcommunicationsEforEMerrillE

Lynch;EheEclaimed:E "whenEstocksEgoEupEthere'sEveryElittleEcomplaining.E ButEwhenE

theEeconomyEgoesEbad,E theEcomplainingEstarts.E It'sEhumanEnature"E(Seglin,E2002,E

p.2).E AlthoughEMerrillELynchEdidEsubmitEaEsettlementEandEtheEcrisisEwasEvisibleEto

all,E companyEofficialsEcontinuedEtoEdownplayEit.E
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Although the justification occurred throughout the communication from 

Merrill Lynch officials, the excuses did not. Excuse, the second distance 

strategy, is designed to reduce an organization's responsibility. Coombs (1995) 

states that a common excuse technique used by organizations is that of 

scapegoating; in this case it is where Merrill Lynch offered most of its 

communication. Scapegoating provided Merrill Lynch with a useful vehicle by 

which to displace the blame. Merrill Lynch would blame its employees and then 

it could easily state that it did not permit this type of unethical behavior and stated 

that appropriate actions would be taken to rectify the problems. 

Scapegoating Strategy 

The primary analyst scapegoated at Merrill Lynch was Henry Blodget, the 

lead Internet and Technology Analyst. Blodget became a prime target through 

the evidence provided in the e-mails, like the one that follows. This particular e

mail is in regard to 24/7, an internet marketing company: 

From: Glatt, Eve 

To: Blodget, Henry 

Subject: 24/7 

Don't know if you saw this, nothing revolutionary-but it probably 

confirms what you and Virg have talked about for some time. 

Blodget responds: 

From: Blodget, Henry 



To: Glatt, Eve 

Subject: 24/7 

That it's a pas? yes 

From: Glatt, Eve 

To: Blodget, Henry 

Subject: 24/7 
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I didn't read it as a positive ... 

From: Blodget, Henry 

To: Glatt, Eve 

Subject: 24/7 

pos=piece of [expletive] 

From: Glatt, Eve 

To: Blodget, Henry 

Subject: 24/7 

Exactly my point. do you have a cheat sheet for your 

abbreviations? (I think I need one.) (Cohen, 2002, p. 4-7) 

This type of evidence, of ambiguous messages and codes that left analysts such 

as Eve Glatt having to ask questions, meant that the investors had even less of a 

chance to get straightforward advice. The addition of profanity made the 

.. 
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scapegoatingEforEMerrillELynchEeasyEbecauseEtheEcompanyEcouldErespondEwithE

shockEandEstatementsEofEregretEthatEblamedEemployees.E TheEcorporationEcouldE

takeEtheEhighEgroundEandEclaimEthatEitEdidEnotEpermitEthisEtypeEofEunethicalE

behavior.E

BlodgetEhappenedEtoEbeEoneEofEtheEprimeEexamplesEofEtheEunethicalE

behavior,EwithEhisEnumerousEe-mailEmessagesEthatEcontainedEinformationEonE

failingEstocksEthatEreceivedEpositiveErecommendations.E HeEalsoEwasEknownEforE

referringEtoEstocksEwithEhighEbuyEratingsEwithEaEsaltyEvocabulary,EusingEtermsEsuchE

asE"junk",E "crap",EorEaE"dog"E(White,E2002,Ep.E5A).E WithEtheseEtypesEofEstatements,E

MerrillELynchEhadEanEeasyEwayEtoEclaimEthatEBlodget'sEbehavior,EasEwellEasEthatEofE

otherEanalysts,EdidEnotEalignEwithEtheEvaluesEandEmoralsEofEtheEorganization.E

WithEtheEmajorityEofEtheEevidenceEofEunethicalEbehaviorEpointingEinE

Blodget'sEandEtheEinternetEsector'sEdirection,E inENovemberEofE2001EheEwasEforcedE

toEannounceEhisEresignation.E BlodgetEstatedEthat:E"ItEjustEseemedElikeEaEgoodEtimeE

toEpursueEtheEnextEthing"E (McGeehan,E 2001Ea,Ep.E 5A).E MerrillELynchEstatedEthatE

Blodget'sEleavingEtheEorganizationEcameEasEaEgreatElossEandEthatEheEwouldEbeE

missedEandEaddedEthatE thereEwereEnoEpressuresEbyEtheEfirmEforEhimEtoEleaveE

(Knox,E 2001;EMcGeehan,E 2001Ea).E TheEresignationEofEBlodgetEcameEwithEaE$2E

millionEbuyout;EheElaterErefusedEtoEcommentEonEhisEleavingE(McGeehan,E2001Ea).E

AlthoughEtheEcommentsEfromEbothEMerrillELynchEandEBlodgetEremainedE

positiveEandEsupportive,E itEisEimportantEtoEnoteEthatEhisEresignationEoccurredEinEtheE

midstEofEtheESpitzerEinvestigationEofEMerrillELynch.E ThisEresignationEprovidesE

evidenceEandEindicatesEthatEMerrillELynchEencouragedEBlodgetEtoEresignEasEpartEofE
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anBoverallBscapegoatingBstrategy,BandBusedBhimBasBoneBofBtheBpeopleBuponBwhomB

theBfirmBplacedBtheBblameBforBtheBwrongdoing.B AsBnotedBearlier,BheBwasBblamedB

byBCEOBKamanskyBforBtheBuntruthfulBinformationBthatBwasBprovidedBtoBclients.B

BlodgettBwasBnotBtheBonlyBoneBwhoBtheBcompanyBscapegoatedBtoBgetBoverB

theBcrisis.B AnotherBexampleBofBscapegoatingBatBMerrillBLynchBhappenedBwithBMr.B

ThomasBDavis,B viceBchairmanBofBMerrillBLynch.B InBtheBmidstBofBtheBcrisis,BheB

announcedBthatBheBalsoBwouldBbeBleavingBtheBcompanyBwithinBtheBnextBsixBmonthsB

(McGeehan,B 2002f).B DavisBwasBoneBofBtheBlastBofBtheBmanagementBteamB

membersBtoBleaveBsinceBE.B StanleyBO'NealBtookBoverBasBCEOBonBDecemberB2,B

2004B(McGeehan,B 2002j).B Mr.B DavisBstated:B "MyBthinkingBhasBevolvedBoverBtheB

lastBsevenBorBeightBmonths.B ItBjustBfeelsBlikeBtheBrightB time"B (McGeehan,B2002f,Bp.B

C7).B AlthoughBhisBremovalBfromBtheBorganizationBwasBvoluntary,B theBdowngradingB

ofBhisBpositionBwasBnot.B DavisBwasBdowngradedBfromBhisBpositionBasBviceB

chairmenBofBtheBcompanyBbecauseBofBtheBwrongdoingsBthatBoccurredBandBtheB

reorganizationBofBmanagementBatBMerrillB Lynch.B GuyBMoszkowski,BanalystBatB

SalomonBSmithBBarneyBunitBofBCitigroup,BcommentedBonBhisBresignationBbyB

stating,B "ItBcan'tBcomeBasB tooBmuchBofBaBsurprise.B HeBranBoneBofBtheBfirm'sBmostB

importantBdivisionsBandBwasBtakenBoutBofBthatBpositionBlastBSeptember"B

(McGeehan,B 2002f,B p.BC7).B

TheBfinalBexampleBofBscapegoatingBoccurredBonBJulyB22nd
, 2002BwhenB

MerrillBLynchBcameBforwardBtoBannounceBthatBChiefBExecutiveBOfficerBDavidB

KamanskyBwouldBleaveBtheBcompany.B MerrillBLynchBstatedBthatBKamanskyBwasB

slatedBtoBstepBdownBinBtwoByearsB timeBbutB feltBitBwasBnecessaryBtoBleaveBsooner.B
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Kamansky@stepped@down@as@chief@executive@officer@on@December@2nd with@E.@

Stanley@O'Neal@replacing@him@and@as@chairman@on@April@28th , just@as@the@crisis@was@

coming@to@a@conclusion@(McGeehan,@2002j).@

In@an@ interview@on@CNBC,@ Kamansky@made@a@statement@in@which@he@took@

responsibility@for@"anything@that@happened@on@my@watch"@(McGeehan,@2002,@p.@

C3).@ This@statement,@ in@turn,@ freed@the@organization@from@the@fault@because@

Kamansky@would@be@stepping@down@from@control@and@he@himself@had@taken@

responsibly@for@the@actions@of@the@analysts@at@Merrill@ Lynch.@ To@complete@the@

location@of@blame@in@Kamansky,@O'Neal@shrewdly@never@once@publicly@commented@

on@the@matter@of@the@crisis@until@May@2002,@when@the@settlement@was@announced@

(McGeehan,@2002j;@ 2002i).@ This,@ in@turn,@meant@that@the@organization@and@O'Neal@

let@Kamansky@take@the@blame@and@the@heat.@ Once@the@fault@was@presented,@

O'Neal@emerged@as@the@new,@clean,@guilt-free@CEO@to@reorganize@the@structure@of@

the@banking@business@and@research@departments.@

O'Neal's@silence@was@a@strategic@move@because,@as@stated@by@a@former@

senior@executive,@ "It's@no@secret@that@Stan@wants@David@out"@(McGeehan,@2002i,@p.@

A@1@).@ It@also@was@noted@by@Guy@Moskowski,@an@analyst@with@Salomon@Smith@

Barney@of@Citigroup@that:@ "It@has@been@incredibly@helpful@to@O'Neal@to@not@have@to@

take@his@eye@off@the@ball@and@to@have@someone@of@the@stature@and@negotiating@

ability@of@Kamansky@negotiate@an@end@to@the@crisis@and@then@leave@(McGeehan,@

2002i,@p.@A@1@).@ This,@ in@turn,@ reinforces@that@O'Neal@was@focusing@on@the@internal@

management@of@the@organization@by@developing@beginning@plans@for@
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reorganization, while Kamansky was out in front of the crisis and taking the fault 

for the wrongdoings that occurred on his watch. 

Blodget, Davis, and O'Neal are only a few of many individuals who felt the 

heat of the crisis at Merrill Lynch. Merrill Lynch, then, was able to resolve the 

crisis and the problem of its guilt by placing distance between the event and the 

actions of employees. The shift was successful and allowed Merrill Lynch to re

establish its image with its key publics by instituting a few but much needed 

changes. Do note that this action of scapegoating wasn't because of the e-mails 

which were uncovered but because of the tech bubble and the large loss of funds 

by thousands of individual investors, which made scapegoating a few individuals, 

like the above gentleman possible, and it allowed for the Merrill Lynch to highlight 

its new team of executives that will implement the corrective actions in order to 

face the future guilt-free. 

Organization and Conclusion 

Throughout this analysis, the crisis that occurred at Merrill Lynch was 

presented as well as the communication techniques analyzed through the genre 

of apologetic crisis management. Specifically, this analysis has revealed that 

Merrill Lynch featured a strategy which denied any organizational culpability and 

located all guilt in its scapegoated employees. Furthermore, it also utilized 

strategies of bolstering, justification, and excuses. This analysis has provided 

the foundation for the final chapter in order to assess the ethics and effectiveness 

of the response offered by Merrill Lynch. 
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CHAPTERV@

CONCLUSION@

A@crisis@is@an@unexpected@event@that@strikes@an@organization,@and@causes@an@

immediate@need@for@a@response@to@prevent@damage@to@a@corporation's@image.@

This@is@the@pattern@that@was@revealed@in@the@Merrill@Lynch@case.@ Merrill@Lynch@was@

engaging@in@routine@business@activity@when@the@organization@was@publicly@

damaged@by@allegations@of@wrongdoing@made@by@Attorney@General@Eliot@Spitzer@in@

April@of@2001.@ Consequently,@ Merrill@Lynch@was@forced@to@respond@to@the@crisis@

and@communicate@a@reassuring@message@to@its@publics.@

In@order@to@understand@the@communication@during@a@crisis,@ this@thesis@has@

attempted@to@answer@the@following@research@question@and@its@two@corollary@

questions:@

RQ: 

Corollary@questions:@

RQ( 

How@is@scapegoating@used@as@an@organizational@crisis@

response@strategy?@

What@communication@strategies@were@used@by@Merrill@

Lynch?@

Were@the@outcomes@of@the@communication@strategies@

used@by@Merrill@Lynch@ethical?@

Overall,@ Merrill@Lynch@appeared@"successful"@by@implementing@a@response@

strategy@of@scapegoating;@ the@organization@was@able@to@remove@its@guilt@and@place@

it@on@a@few@employees.@ This@approach@was@successful@from@the@perspective@of@

Merrill@Lynch@because@its@negative@attention@was@redirected@away@from@the@
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company and on to the actions of the employees. Consequently, the 

organization came away from the crisis looking like the victim; this leads to the 

two corollary research questions that drive this study. The first question 

addresses what other communication strategies were adopted by Merrill Lynch; 

the second refers to whether the communication strategies used were ethical. 

Merrill Lynch's Communication Strategies 

Although scapegoating was Merrill Lynch's primary response strategy to 

the crisis, it also utilized other response strategies to communicate its message 

of regret to its publics. It began with a strategy of denial and ingratiation. It also 

used justification and excuse. Another of the strategies it utilized was that of 

mortification. Here, the organization was supposed to apologize for the 

misleading stock purchasing advice, as well as to rectify the problems and 

behaviors that occurred in its organization. However, Merrill Lynch only gave a 

weak attempt at an apology. 

Merrill Lynch, in its apology, referred to the negative allegations that "came to 

light" as being very distressing and disappointing to the organization (McGeehan, 

2002e, p. C1). It only referred to the actions of its analysts as "inappropriate;" it 

never once stated that the organization was at fault for the wrongdoing. Instead, 

it only gave two statements of regret and never took responsibility for its 

employees' actions. 

As was in the Merrill Lynch case, an apologetic response oftentimes 

states that a corporation did nothing wrong, but nonetheless provides 

compensation to settle the crisis at hand. If a corporation is not at fault, then, the 
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question still remains: Why is it offering to compensate its victims? Merrill Lynch 

utilized a strategy of compensation by paying a settlement of $100 million, 

issuing a statement of regret, and agreeing to restructure its research 

department. It is important to note that although the organization offered a 

strategy of corrective action to restructure its research department it was only 

brought to light on the day of the settlement. As for the payment it suggests that 

the company is being disingenuous in how it offered a statement of regret but no 

true apology. 

Such an action raises the question that if Merrill Lynch did nothing wrong 

and the fallout was the fault of unethical analysts within the organization, then, 

why did the firm just not fire the unethical employees and agree to keep a closer 

watch on its analysts in the future? The reality of the case is that Merrill Lynch 

was at fault, even though it never admitted it; otherwise the company would have 

never agreed to pay $100 million in a settlement (McGeehan, 2002h, p. A1). 

Scapegoating as a Response Strategy 

This settlement of paying a $100 million and not ever apologizing directs 

this thesis to the outcomes of Merrill Lynch's crisis response strategies and the 

determination of whether they were ethical. The answer to this research 

question using Kant's "categorical imperative" is a straightforward one; the 

organization was not ethical in its response strategies. 

Kant's "categorical imperative" is a moral and ethical test that evaluates 

whether a person, or in this case, an organization tells the truth and keeps its 

promise to the publics (Pratt, 1994; Williams, 1997). His "categorical imperative" 

.. 
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evaluatesBactionsBbyBthreeBmoralBcriteria:Buniversalizability,B reversibility,BandB

dignityB(1994;B 1997).B Kant'sBstandardBofBuniversalizabilityBstatesBthatBaBperson'sB

actionBshouldBbeBsuchBthatBeveryoneBcouldBactBinBsuchBaBway.B WilliamsB(1997)B

highlightedBtheBsecondBcriterionBofBreversibilityBbyBstating:B "reversibilityBrequiresB

thatBbehaviorBdeterminedBtoBbeBmorallyBrightBbeBmoralBwhetherBitBisBdirectedB

towardByourselfBorBtowardBsomeoneBelse"B(p.B17).B Kant'sBfinalBcriterionBusedBtoB

testBtheBmoralBandBethicalBstandardsBisBdignity.B HereBKantBindicatesBthatBitBisBtheB

responsibilityBofBtheBagentBtoBempowerBtheBpublicBbyBrelatingBtoBtheBconsumersB

interestB (Pratt,B 1994).B

WhenBevaluatingBtheBethicalBactionsBofBMerrillBLynchBitBisBevidentBthatBitB

violatedBtheBstandardsBofBKant'sBcategoricalBimperative.B ItsBactionsBareBnotBsuchB

thatBtheyBcouldBbeBheldBupBasBanBidealBforBall;B theyBareBwrongBnoBmatterBwhoBtheyB

wouldBbeBconductedBby.B Finally,B MerrillB Lynch'sBactionsBdoBnotBpreserveBtheB

dignityBofBtheB livesBofBthoseBwhoBtheBcompany'sBactsBaffect.B Although,BMerrillB

LynchBportrayedBitselfBasBtheBvictim,B itBwasBnot.B TheBprimaryBvictimsBinBthisBcaseB

studyBareBtheBconsumersBwhoBlostBmoney,BandBtoBaBlesserBdegree,BandBtheB

analysts/executivesBwhoBwereBscapegoatedBtoBrepairBtheBimageBofBtheBcompany.B

MerrillBLynchBcreatedBanBescapeBfromBnegativeBallegationsBbyBscapegoatingBandB

placingBtheBwrongdoingBonBaBfewBindividuals.B This,B inBturn,BallowedBtheBcompanyB

toBpubliclyBreactBwithBstatementsBofBregretBforBtheBshockingBactionsBthatBtheirB

analystsBhadBcommitted.B TheBquestionBthatBremainsBis:BWhyBdidBtheseBanalystsB

provideBmisleadingBstockBpurchasingBadvice?B

. 
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TheCMerrillCLynchCanalystsCmisledCinvestorsCbecauseCtheirCjobCrequiredC

themCtoCdoCsoCbyCforcingCthemCintoCaCdoubleCbindC(Herbst,C2002).C HerbstCrefinesC

Bateson'sCdefinitionCofCaCdoubleCbindC"asCaCconditionCimposedConConeCofCtwoC

personsCbyCcontradictoryCrequestsCmadeCbyCtheCotherCinCaCsituationCfromCwhichC

theCfirstC (calledC theCvictim)CcannotCwithdraw"C (p.C 181C).C HeCalsoChighlightedC

anotherCimportantCcomponentCofCaCdoubleCbindCbyCindicatingCthatCdoubleCbindsCareC

oftenCrootedCinCsituationsCwithCaCcommunicationCcomponentC(2002).C ACdoubleC

bindCisCaCpositionCinCwhichCnoCmatterCwhatCstepCanCemployeeCtakesCheCorCsheCisCinC

aCno-winCsituation.C ItCisCbeingCstuckCbetweenCtheCproverbialCrockCandCaChardC

place.C

TheCdoubleCbindCthatCanalystsCfacedCatCMerrillCLynchCoccurredCbecauseCitsC

analystsCwereCaskedCtoCcompleteCtwoCcompetingCtasks.C MerrillCLynchCwantedCtoC

maintainC lucrativeC investmentCbankingCclientsCwhileCitCprovidedCadviceCtoCtheC

stockholdersConCwhatCandCwhenCtoCpurchaseCparticularCstocks.C TheCdoubleCbindC

cameCwhenCMerrillCLynchCwouldCgetCangryCwithCanalystsCandCfireCthemCwhenCtheyC

didCnotChighlyCrecommendCaCstockCforCpurchaseCthatCtheCcompanyCneededCinCorderC

toCmaintainCtheCbusinessCofCtheClucrativeCbankingCclients.C

Take,C forCexample,CMr.CJohnCOlson,CanCenergyCanalyst,CwhoCwasCdismissedC

fromCMerrillC LynchCforCnotCfollowingCtheseCunspokenCanalystCguidelines.C TheC

dismissalCwasCdiscussedConCOctoberC6,C2002CduringCaCCBS 60 Minutes segmentC

hostedCbyCSteveCKroft.C TheCconversationCwentCasCfollows:C

Kroft:CThereCwereCsomeCanalystsCwhoCrefusedCtoCputCoutCbadCadvice.C

OneCofCtheCmostCfamousCisCJohnCOlson,CanCenergyCanalystCatCMerrillC
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Lynch who followed Enron when it was one of the hottest stocks on 

Wall Street. 

Mr. John Olson (Energy Analyst): Enron at the time was paying out 

anywhere between $100 million and $200 million a year in 

investment banking fees, and Enron would go to your investment 

bankers, or to your president or whatever, and say, your analyst is 

a real problem. We're paying out X millions of dollars a-a year of 

investment banking, and you're never going to see it, because your 

analyst doesn't have a strong buy recommendation." 

Kroft: What was your recommendation on Enron back in 1998? 

Mr. Olson: I had a neutral on it. 

Kroft: Was that neutral recommendation good enough for Merrill 

Lynch? 

Mr. Olson: Not hardly. 

Kroft: (Voiceover) Olson, who's been an energy analyst for 35 

years, knew he was in trouble, but he couldn't quite bring himself to 

recommend Enron to investors. 



ScapegoatingEanEOrganizationalEEscapeE 76E

Mr.E Olson:E WhyEshouldE IEtryEandE- screwEtheseEpeopleEwithEinflatedE

recommendationsEsolelyEtoE- toEgetEanEinvestmentEbankingEfee?E

Kroft:EWhatEfinallyEhappened?E HowEdidEthisEcomeEtoEaEhead?E

Mr.EOlson:E WellEinE- inE1998,E IEwentEoutEofEMerrillELynchEtheEhardE

way.E IEwasEtoldEinEnoEuncertainEtermsEthatEmyEservicesEwereEnoE

longerEneeded.E(Kroft,E 2002,Ep.2-3)E

Mr.EOlson'sEdismissalEshouldEneverEhaveEoccurredEandEshouldEhaveEbeenE

recognizedEasEaEprodromeEthatEMerrillELynchEcouldEfaceEaEcrisisEbecauseEitsE

analystsEwereEprovidingEmisleadingEadviceEtoEinvestors.E Instead,E MerrillELynchE

toldEOlsonEthatEheEwasEnotEcompletingEhisEjobErequirementsEsatisfactorilyEandEfiredE

him,E ignoringEtheEproblemEthatEexisted.E

ThisEgetsEatEtheEheartEofEtheEdoubleEbind.E IfEtheEanalystsEfollowedEtheE

unspokenEMerrillELynchEguidelinesEinEorderEtoEmaintainElucrativeEinvestmentE

bankingEclients;E this,E inEturn,EmeantEtheyEhadEtoEprovideEmisleadingEadviceEtoE

investors.E OnEtheEotherEhand,E ifEtheyEadvisedEtheEinvestorsEwithEhonestEadviceE

andE"calledEthemElikeEtheyEsawEthem"E(EditorialEdesk,E 2002,E p.EAE1E),E thenEtheE

analystsEriskedEbeingEfired,E likeEOlson,E forEnotEcompletingEtheirEjobErequirements.E

ThisEdoubleEbindEnotEonlyEplacedEtheEanalystsEinEaEno-winEsituation,E butEitE

alsoEcreatedEaEvehicleEforEMerrillELynchEtoEdisplaceEtheEblameEonEtoEtheseE

employeesEforEtheirEunethicalEandEmisleadingEadvice,E shouldEtheEproblemEeverE
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becomeApublic.A InAsituationsAsuchAasAthese,AcorporationsAcanAthenAinferAthatAtheA

allegationsAwereAtheAfaultAofAemployees,AandAscapegoatAthem,AandAargueAtheA

corporationAholdsAdifferentAvaluesAthanAtheAwaywardAemployee.A SuchAemployees,A

whoAwereAhiredAandApromotedAforAtheirAloyaltyAandAdedicationAtoAtheAorganization,A

areAnowAidentifiedAasAhavingAdifferentAvaluesAandAthenAlabeledAasAtheAbadAappleAofA

theAbunch.A

MerrillALynchArealizedAthatAsomeAemployeesAmayAnotAgoAquietlyAandA

counteredAtheAproblemAwithAaAcompensationApackageAandAgagAorderAgivenAtoA

employeesAforAtheirAcooperationAandAquietAexitAoutAofAtheAcompany;A thatAisAwhatA

happenedAinAtheAcaseAofAHenryABlodget.A BlodgetAwasAgivenAaAcompensationA

packageAforA"voluntarily"AresigningAfromAMerrillALynch,AandAwasAaskedAnotAtoA

commentAonAtheApackage,AwhichAheAneverAdidA(Knox,A 2001).A ThisAinAturn,AgaveA

MerrillALynchAtheAopportunityAtoApolitelyAreferAtoABlodgetAasAaAgreatAlossAtoAtheA

company,A thoughAinAactualityAitAwasAscapegoatingAhim.A

ItAisAimportantAtoAnoteAthatAMerrillALynchAisAnotAtheAonlyAfinancialA

conglomerateAthatAusedAtheAstrategyAofAscapegoatingAtoAextricateAitselfAfromAtheA

crisisAthatAitAfaced;AaAsimilarAandAunsuccessfulAattemptAwasAmadeAbyADonaldson,A

LufkinAandAJenretteA (DLJ).A InAaACBSA60 Minutes II segmentAonAJuneA26,A2002,A

reporterAScottAPelleyAinterviewedATomABrown,A topAbankingAanalystAatADLJ.A

Pelley:A (voiceover)A IfAthere'sAbadAnewsAaboutAaAstock,Ayou'reAnotA

likelyAtoAhearAitAfromAtheAanalyst.A AreAanalystsAfreeAtoAbeAcriticalAofA

clientsAofAtheAfirm?A

.. 
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Mr. Brown: I don't think analysts are so free since I was fired for 

being critical of not only clients but potential of the firm. 

Pelley: How did you come to be fired? 

Mr. Brown: Well, in my case I was very critical, in the 1995 to 1998 

time frame, of the merger and acquisition activity that was taking 

place among the largest banks. I frankly, thought they were paying 

too much and that they were using unrealistic assumptions and that 

shareholders were going to be hurt. 

Pelley: (Voiceover) Brown says he was fired because the banks he 

criticized stopped doing business with DLJ. The company told us 

that Brown was fired because of, quote, "His persistent inability to 

operate effectively within a team infrastructure" The company 

insisted that there is a separation between investment banking and 

analysts, and it says that its analysts are encouraged to be candid. 

(Pelley, 2001, p. 2-6) 

In the end of the interview, Pelley mentioned the investment banking firm that 

was started by Brown. 

Pelley asked: Any regrets? 
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Mr.H Brown:HNo,H IHhaveHnoHregrets,HthoughHDLJHofferedHmeH$400,000H

toHnotHsayHanything.H

Pelley:H ToHshutHup.H

Mr.H Brown:H ToHshutHup.H

Pelley:H ToHnotHdoHthisHinterview?H

Mr.H Brown:H Yeah.H

Pelley:H ToHnotHtellHpeopleHwhatHyouHknew?H

Mr.H Brown:H Right.H AndHIHdecidedHinHAugustHofH'98HthatHitHwasHworthH

moreHforHmyHprideHtoHbeHableHtoH- toHshoutHitHfromHtheHmountaintopH

thatHsomethingHwasHwrongHandHtellHthemHtoHkeepHtheH$400,000.H

(Pelley,H2001,Hp.H2-6)H

ThisHexampleHdemonstratesHhowHcompensationHandHaHquietHresignationHofHanH

employeeHisHpartHofHtheHscapegoatingHprocess.H TheHproblemHthatHDLJHhadHisHthatH

BrownHwasHnotHwillingHtoHleaveHquietly;H heHwantedHtoHmakeHanHexampleHofHtheH

organization,HwhichHwasHnotHtheHcaseHofHBlodgetHatHMerrillHLynch.H Rather,H

evidenceHpointsHthatHBlodgetHdidHacceptHtheHpackageHofferedHandHleftHquietly,HnotH

everHcommentingHonHhisHlargeHbuyoutHofH$2HmillionH(Knox,H2001H).H



Scapegoating an Organizational Escape 80 

It should be remembered, however, that while Blodget and his cohort's 

were the target of Merrill Lynch's scapegoating, the true victims, nonetheless, 

were those individual investors who lost thousands of dollars due to the bad 

stock advice offered by the firm. 

Conclusion 

Although, scapegoating for Merrill Lynch did function as an organizational 

escape from a crisis; the damage from the perspective of the organization's 

victims, its consumers, who relied on the advice of analysts for investment, leads 

one to suggest that it might have been more ethical for the organization to have 

simply apologized, paid its compensation, and moved on. 

By applying generic criticism, this study has shown how organizations 

often communicate in a crisis situation. Future research could adopt this generic 

method to investigate other crisis response strategies and indicate the 

effectiveness of those approaches. 

In the end, Merrill Lynch was successfully able to shift the blame and 

persuade its publics through blaming the analysts for their unethical advice. 

However, this case study has illustrated the value of response and the 

knowledge of how to respond during a crisis situation. This study also has 

investigated scapegoating in a new manner by examining the hidden approaches 

behind scapegoating, as well as viewing it as an unethical response technique, 

for an organizational escape. 

• 
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