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Preface

Allan J. Kimmel

Whatever words we utter should be chosen with care for people will hear them and be influenced by them for good or ill.

—Siddhartha Gomo or Buddha


In this new millennium, the expression information age has been used so frequently to describe the modern era that to cite it here may be seen as belaboring the obvious. Yet, what better terminology to characterize an era in which newly emergent technologies allow us to communicate with one another with far greater facility than at any other time in history? Unlike previous periods, we are now as likely to exchange information with total strangers as with people we know. The information available to each of us at any particular time has also expanded exponentially over the years. As Richard Saul Wurman (1989) pointedly observed in his book Information Anxiety, a weekday edition of The New York Times contains more information than the average person was likely to come across in a lifetime in seventeenth-century England (p. 32). This is perhaps nowhere more evident than in the business world. If you were to look at a Reuters financial market screen for 10 minutes, you would see 10 times the information you would ever need.

In this context, with any desired bit of information instantaneously available with a click of a computer mouse, we might expect that rumors, which traditionally have flourished during periods of news blackouts and information famines, would be a thing of the past. Ironically, the opposite seems to be the case. In contemporary society, rumors circulate like the air we breathe; more and more, they seem to arise not from a lack of information, but within a context of information overload. This apparent contradiction can be traced in large part to the publics seemingly insatiable need to know. As demands for greater access to news and instantaneous communication continue to grow, the reliability of any one piece of information has become that much more difficult to assess. Indeed, the veracity of much publicly circulating information has become progressively more suspect as the capacity for its rapid and widespread flow has expanded. In many cases we do not know whether the facts have been verified and often we do not even know where the information originated. Lacking the identity of the true source, we are left with the thorny task of discriminating reality from fiction, truth from nontruth, and fact from rumor.

With respect to the questionable truthfulness of information, the stakes are perhaps nowhere higher than in the contemporary business world. At no other time have rumors represented such an imposing competitor in the marketplace of information exchange. Rumors can tear at the heart and soul of a business and the fight to control them ultimately engages most managers at one time or another. Given that there are alternative explanations for the evolution and spread of rumors, in addition to the complex dynamics of the rumor process, it would be naive to expect that one approach to rumor control would be feasible in all situations. In fact, most rumor specialists advocate the use of multiple rumor control tactics within any business setting to optimize the chances that rumors will be identified and addressed early, before they manage to wreak much damage.

Although it is essential that each company formulate an approach for dealing with the rumor problem, there is no foolproof plan for preventing or neutralizing rumors that can guarantee success for different kinds of companies or varying circumstances. Although the stakes clearly are on a smaller scale, the fight against commercial rumors shares much in common with the ongoing international war against terrorism. In both cases, the specific enemy and timing of the strike are not known until it is too late to avoid potentially dire consequences. Even the strongest prevention efforts cannot successfully ward off every single blow. Yet there are measures that can be taken to reduce the likelihood of attack and the severity of damage inflicted once the battle has been joined.

When I first set out to write this book, I had two objectives in mind: (a) to shed light on the often perplexing phenomenon of rumor by integrating disparate approaches from the behavioral sciences, marketing, and communication fields; and (b) to offer something of a blueprint for going about the formidable tasks of attempting to prevent and neutralize rumors in business contexts. In essence, these objectives reflect the two faces of this book, one of which is theoretical and the other applied. Social psychologist William McGuire (1965) once adroitly commented that application without regard to theory is as inelegant and inefficient as trying to push a piece of cooked spaghetti across the table from the back end (p. 139). Similarly, we can say that efforts to cope with the rumor problem in the marketplace and workplace without an appreciation of what has been learned to date about the multifaceted and elusive nature of hearsay are ultimately doomed to failure. With these dual goals in mind (one theoretical, the other applied), I am hoping that this book will be of equal interest to academics and managers in a wide range of professional contexts.

The world is a much different place now than it was when this book was first conceived. Events such as the September 11 terrorist attacks in the United States and the collapse of Enron have done little to deflate the problem of marketplace rumors. On the contrary, by raising public anxieties, uncertainty, and skepticism, these events have served to exacerbate the very forces that underlie the generation and spread of rumors. The challenges for product and brand managers, public relations specialists, employers, and behavioral scientists have never been greater. Companies must be prepared to ward off competing campaigns of misinformation by revealing rather than concealing the truth, reducing uncertainties, and proactively establishing and maintaining trust among their various publics. It is hoped that this book can serve as one tool toward achieving such daunting tasks.

My interest in the psychology of hearsay dates back to my early days as a graduate student at Temple University. It was there that I met and began to work with one of the key crusaders in the investigation of rumor, Ralph Rosnow, who one September afternoon in 1976 invited me to contribute an article about gossip for a special issue of the Journal of Communication he was editing. Little did I realize at that early stage in my professional career (my first month in graduate school!) that I was about to embark on a fascinating journey that would culminate in the writing of this book. It now has been more than 25 years since that article (coauthored with Jack Levin) was published and I have remained actively engaged in the study of rumor ever since.

      Allan J. Kimmel

      Paris, France
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Introduction: Identifying Rumors and Related Forms of Communication
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Rumor. Think about this word. Say it out loud. Rumor. It has such ugly connotations, doesn’t it? A statement that cannot be proved or disproved. Rumor. Rhymes with tumor.

—La Monica (1999a)


Whether one chooses to equate it with a malignant growth, a poisonous vapor, or an information virus, the underlying message is clear: Rumor spreads rapidly, is difficult to control, is invisible yet nearly impossible to ignore, and can have damaging and perhaps even deadly consequences. We know it is probably bad for us, and we know it can hurt those around us, but we often find it hard to resist becoming active participants in the rumor-spreading process.

Rumors have been a basic element of human interaction for as long as people have had questions about their social environment. Yet, despite its obvious negative connotations, a rumor has the capacity to satisfy certain fundamental personal and social needs, and in this sense can be beneficial to those who participate in its transmission. To a great extent, rumors are communicated as an effort after meaning; in other words, they help people make sense of what is going on around them. Rumormongering is a way of trying to explain what is happening and why—whether it be a crime in the neighborhood, a political crisis, or a change in a company's management. Spreading rumors becomes a means by which people try to get the facts, to obtain enough information so that it reduces their psychological discomfort and relieves their fears.


Rumors in the Marketplace

Despite the positive aspects of rumors, in the business environment, unfounded assertions and speculation can be especially potent and undeniably dangerous. In fact, for many contemporary managers, rumors often represent an imposing competitor in the marketplace of information exchange. Virtually every type of company is plagued from time to time by the spread of unverified stories and questionable information about its operations. Most of these stories are relatively harmless, drawing little serious attention and quickly fading away before developing into something more formidable. However, sometimes the situation festers and takes on a life of its own, and what may have started out as a seemingly innocuous assertion about some aspect of the company's activities evolves into a full-blown whispering campaign that spreads quickly and uncontrollably throughout the company's various publics. In such cases, rumors can strike at the very heart and soul of a business. They can severely damage company and brand images, undermine corporate credibility, stimulate consumer boycotts, adversely affect employee job performance and satisfaction, and have far-reaching effects on financial markets. Although most rumors have a discernible life cycle, contemporary communication media have the potential to speed up the process dramatically—in fact, some rumors cause damage overnight and disappear immediately; others are more persistent and can have insidious effects over the long term, appearing and reappearing along with changes in the social or psychological climate.

Many managers have learned the hard way that a failure to react quickly and effectively to false rumors can have devastating consequences. This is something that the corporate executives and brand managers at Procter & Gamble (P&G), one of the world's most successful consumer goods manufacturers, are all too well aware of. P&G has been the target of negative rumor campaigns off and on over the past two decades, and there is little reason to expect that the trouble will not reemerge again in the future. The P&G case represents one of the longest, most widely publicized, and most expensive confrontations with rumor in the consumer marketplace. Accordingly, it can serve as a useful starting point in efforts to fulfill the basic objectives of this volume: to dissect the nature of rumor, understand its dynamics, and develop strategies for coping with it. Following a detailed description of the P&G story and some related examples, the remainder of this introductory chapter tackles the thorny and often elusive issue of what a rumor is, identifying its characteristics and properties, and distinguishing the concept from related forms of communication with which it is often confused.


Procter & Gamble and the Man in the Moon

The beginning of trouble for P&G has been traced back to early 1979, when rumors began to circulate that the company was secretly controlled by the Reverend Sun Myung Moon's Unification Church (so-called Moonies). As we consider in greater detail later, it typically is very difficult to pinpoint the exact origins of a rumor and the P&G case is no exception. Nonetheless, it has been suggested that the onset of the Moonies rumors could have had something to do with the Unification Church's purchase of property in Florida (Koenig, 1985). This action caused a general sense of uneasiness in the local population that may have been transferred back to the American Midwest by tourists who spent their winter holidays in the South. The strange image of the man in the moon in P&G's logotype, which appeared on more than 70 household products at the time, may have served to link the company and the church for anxious consumers (see Fig. 1.1).

[image: ]Fig. 1.1 Procter & Gamble's moon and stars logo. Reprinted with permission of The Procter & Gamble Company.
The Moonie rumors first became apparent to P&G officials when the company's Public Affairs Division received inquiries from a handful of reporters and consumers in Florida about ownership by the Unification Church (Koenig, 1985). Shortly thereafter, telephone calls from around the country began to trickle in to the Consumer Services Department, whose toll-free telephone number was printed on every product package. In each case, the callers said that they had heard that the company had been acquired by the followers of the Reverend Sun Myung Moon. By the end of 1980, hundreds of telephone calls, cards, and letters were arriving each month, compelling the company to deny the allegations by writing to news organizations in the states that apparently were most affected. Eventually, however, many of the inquiries began to focus on P&G's involvement with witchcraft and the devil, with a growing number alleging that the company's century-old trademark, a circle with a design depicting the man in the moon and 13 stars representing the original American colonies, was a symbol of Satanism. The situation appeared to have died down following P&G's unequivocal denials, until late 1981 when a deluge of Satanic-related queries suddenly beset the company. During December 1981 alone, 1,152 inquiries were received, mainly from the West Coast (Salmans, 1982). At that time, the Moonie ownership rumors appeared to fade away as the Satanism rumors became more specific and elaborate, quickly spreading across the country. Many callers reported hearing that a company executive (often identified as the “owner”) had appeared on a nationally popular television program and admitted a Faustian pact with the devil to gain success for the company. Interestingly, a nearly identical story had circulated about the McDonald's Corporation a few years earlier.

It was now becoming apparent that what had started out as a more or less localized story about company ownership was rapidly evolving into a national crisis situation for P&G. This case predates the Internet, but a formidable word-of-mouth network was constructed through the use of more traditional media, including newsletters, circulars, and face-to-face interactions. Anonymous fliers, usually misspelling the company's name, began to appear at supermarkets, alleging that the company was donating 10% of its earnings to the Church of Satan and urging shoppers to boycott P&G products. For example, in one anonymous flier, the call to boycott took the following form: “Do you realize, that if all the Christians in the World would stop buying Proctor and Gamble [sic] Products this Company would soon be out of business?” (Such urgings for consumers to boycott a company at the center of a rumor-generated controversy are frequent; see Box 1.1). There were reports that the ministers of some small fundamentalist churches were also attacking the company and urging parishioners to boycott its products. Church newsletters distributed throughout the Southeast Bible Belt, Texas, and Oklahoma reiterated the Satanism claims, detailing the alleged television program and eventually adding a new twist regarding the P&G logo. The fliers described how the logo included the figure “666”—the sign of the Beast according to the Book of Revelation. This additional indication of devil worship was apparent when the 13 stars were connected and also could be seen in the curls of the man in the moon's beard when the logo was held up to a mirror (see Fig. 1.2). By the spring of 1982, P&G was receiving 12,000 queries monthly about the devil rumors and there was little to encourage the company that the rumors would soon go away on their own.

[image: ]Fig. 1.2 Alleged references to Satan in the P&G logo. Source: Rumorinthe Marketplace, Fredrick Koenig. Copyright © 1985 by Auburn House Publishing Company. Reproduced with permission of Greenwood Publishing Group, Inc., Westport, CT.


Coping: Procter & Gamble Fights Back

In an attempt to cope with a growing crisis that threatened the company's strong leadership position in several product categories, P&G officials initially feared that going public to fight the rumors would add fuel to the fire and bring the stories to the attention of people who were not already aware of them. There is nothing unusual about this concern—it is a typical reaction of many companies that are put in the position of dealing with hearsay about their operations or marketplace offerings. After a second mailing to news organizations on the West Coast had little apparent impact, and as there was little to suggest that the Satanism rumors would die a natural death, P&G's president enlisted the cooperation of conservative religious leaders, including Jerry Falwell and Billy Graham, who prepared letters strongly avowing that the company was not associated in any way with Satanism or devil worship. The letters were mailed to 48,000 Southern churches, but appeared to have little effect in killing off the rumors. By June 1982 more than 15,000 monthly queries were reaching the company about the trademark (Salmans, 1982).


Box 1.1 Marketplace Rumors and Consumer Boycotts: From “Xeroxlore” to “Cyberlore”

A number of commercial rumors that have plagued well-known consumer products companies have been accompanied by calls for a consumer protest or boycott of products and brands (cf. Friedman, 1999). Such demands typically are targeted at companies that raise concerns or fears within certain groups about unethical business practices or unsafe product offerings (so-called conspiracy or contamination rumors; see chap. 2), and traditionally have been spread through the use of anonymous, printed leaflets and fliers. In the past, such media represented one of the most efficient mechanisms for conveying a lot of information. For example, in the case of the P&G rumors, leaflets and fliers were required to list all of the company's many products and brands so that they could be boycotted (Kapferer, 1990). Further, in contrast to rumors that are transmitted orally through word-of-mouth, those that appear in printed form often seem more authoritative and credible, especially when they are accompanied by the signatures of influential people. According to Kapferer (1990), the tendency for the individuals involved in the rumor-spreading process to simply photocopy and distribute large numbers of leaflets in mailboxes or public settings has led to the emergence of a category of rumors called “Xeroxlore.”

In recent years, with the emergence of the Internet, a new form of Xeroxlore has begun to take shape in cyberspace. Rather than engaging in the tedious task of physically providing hundreds of consumers with photocopied rumor leaflets, a word-processed version of the flier can now be sent out to thousands of e-mail boxes within a few minutes. Given the steady rise of spam (or electronic junk mail) in cyberspace, it remains to be seen whether “e-mail lore” or “cyberlore” will turn out to be as persuasive as the more traditional fliers and leaflets in adding fuel to the rumor-spreading process. A recent example of false rumors about Nike and Coca Cola and accompanying calls to boycott the companies turned up in the e-mail in-box of one of my students. Excerpts of the crudely written message appear here, with the accompanying photos:

My Dear Muslim this is Symbol Qyamat (Dooms Day). Wakeup my dear (Iyman waloo). Go through the mention below message and photograph.

BOYCOTT COCA COLA

Attention all Muslim Media's and Muslims of the World!!!!

Last year famous jew's shoe making company “NIKE” designed shoes with written ALLAH using the art of Calligraphy. Now once again they are back by using the art of calligraphy but with very internationally well known beverage product Coca Cola. In normal we read Coca Cola but actually its reversed calligraphy art and if u read it, it means “NO MOHAMMAD NO MAKKHA”.

… please ask Muslim Ummah to Boycott drinking Coca Cola and should ask Company official to immediately change their monogram …


[image: ]

On July 1 P&G executives decided to fight fire with fire by publicly attacking the rumors with an all-out crisis management offensive. The company's public relations department, advised to forget earlier cautions, mounted a three-pronged attack consisting of mass mailings to churches, denials to the media, and lawsuits against persons known to be spreading the rumors. The litigation was intended as a forceful means of generating publicity (Salmans, 1982). Underlying this offensive were the goals of reaching as many people as possible with the antirumor campaign as many times as possible (called reach and frequency in the advertising trade). It was believed that this approach would curtail the spread of the false, malicious rumors and forestall their future reappearance. As with most public relations campaigns, P&G also hoped to influence public opinion to accomplish the broader objective of protecting the company's reputation and that of its many products (see Box 1.2).

As a result of this aggressive strategy, calls about the rumors quickly fell off by half and it appeared that the rumors were on the way to being successfully quashed. The lawsuits filed against seven individuals believed to have spread the rumors were especially effective in generating a flurry of publicity and calling attention to the company's seriousness in combatting the whispering campaign. The initial lawsuits, which were filed against distributors of competing household products and a lay minister, all were resolved out of court when the defendants publicly apologized and stated that the rumors were untrue.

By the spring of 1983, the situation seemed to have calmed down, but as P&G soon learned, its battle against rumors was hardly over. As this case illustrates, some rumors never die, and instead periodically return to do further damage. This is precisely what happened with the Satan rumors, which reappeared with rejuvenated force in late October 1984. At that time there was a network radio news report that the company was again being victimized, and the problem was reiterated the next day in the Wall Street Journal. According to a front-page story in that week's Advertising Age, queries about the Satan connection had increased to about 3,000 in October. Although the problem did not appear to be as widespread as it had been 2 years earlier, this time a different network of rumor transmitters seemed to be involved. P&G responded locally to outbreaks of the rumor in areas of the country where Catholic nuns and priests were putting notices in newsletters and church bulletins urging people to boycott the company's products. Apparently, these members of the Catholic clergy had not been reached by the national media campaign that had been launched 1 year earlier.



Box 1.2 The Public Relations Transfer Process

As the term suggests, public relations (PR) is a mass-promotion technique that involves a company's attempts to develop good relations with its various publics by obtaining favorable publicity, building a good corporate image, and managing any unfavorable events or crises that threaten its reputation or corporate earnings (Kotler, Armstrong, Saunders, & Wong, 1999). When unfounded, negative rumors about a company's operations, products, or services begin to receive widespread attention, the situation can become a PR nightmare that threatens to rapidly spiral out of control. The negative publicity generated by increasing media attention to the story typically requires some sort of carefully managed response by the company concerned.

PR experts Jefkins and Yadin (1998) developed a simple conceptualization of the PR process that is quite useful to our understanding of the important tasks at hand when a firm is confronted by rumors and forced to respond to them. In their public relations transfer process, Jefkins and Yadin suggested that the classic PR situation requires the conversion of four negative states into four positive ones. The basic aim of this transfer process—in fact, the principal aim of PR—is the creation of understanding, which comes about from knowledge provided through the company's PR efforts. In short, a company or its specific marketplace offerings (e.g., a brand, an advertising campaign, a sales promotion, a trademark design, a retail outlet) may be subject to one or more of the negative states depicted in the left box of the model.

[image: ]
The PR transfer process: Knowledge leads to understanding (Jefkins & Yadin, 1998; Reprinted with permission of Pearson Education Limited).

For example, we might imagine that members of certain religious groups, on hearing of P&G's alleged relationship with Satan, would be outraged by the company's practices. This hostility, which might be accompanied by some of the other negative attitudes in the box (e.g., prejudice and ignorance), could be expected to lead to a variety of actions that would be potentially harmful to the company, such as the boycotting of its products, vandalism toward the firm, and the repetition of malicious rumors. P&G's PR challenge would be to launch a communication campaign to successfully convert the hostility into sympathy, such as by convincing consumers that the company is the innocent victim of clearly false and unfair rumors. (See chaps. 5 and 6 for more details about how this conversion could be accomplished.)

Following another serious flare-up of the Satan rumor across several mid-Atlantic states in early 1985, P&G announced that it would be removing the moon-and-stars trademark from its product packages as each package underwent routine redesign. It was believed that the removal of the trademark, in use since 1850, would help counter the belief that it represented a symbol of Satanism. At the time of the announcement, a company spokesperson explained, “The bottom line is the move is being made because there appears to be little advantage to having the trademark on product packages. At the same time, it will remove one part of those false and malicious stories” (“P.&G. Drops Logo,” 1985, p. D1).

During previous outbreaks of the Satanism and Moonie rumors, P&G had firmly rejected suggestions that it simply remove the controversial symbol from its packages. This decision was a contentious one, perhaps bolstering the suspicions of some consumers. However, internal company research had revealed that customers generally did not notice the trademark on product packages and assigned little meaning to it (“P.&G. Drops Logo,” 1985). Indeed, on some products, the trademark had been reduced for design purposes to only one-eighth of an inch in diameter. Also, one must bear in mind that the moon-and-stars symbol was a readily identifiable company logo that had been associated with P&G's numerous products for more than 100 years (see Fig. 1.3), including such well-known brands as Crest toothpaste, Tide laundry detergent, Ivory soap, and Pampers disposable diapers. At the time of its adoption, the man in the moon profile was a fad, much like the happy face of more contemporary times, and the company founders took a liking to it. In retrospect, although it can be argued that the removal of the logotype should have been accomplished much earlier, this represented a tough decision for the company. Ultimately, the company settled for a compromise, eliminating the logo from its product packages while maintaining its use on corporate letterheads and publications (Wilcox, Ault, & Agee, 1989).

[image: ]Fig. 1.3 >Evolution of the Procter & Gamble logo. Reprinted with permission of the Procter & Gamble Company.
For the next 10 years, the combination of antirumor strategies implemented by P&G appeared finally to succeed in pushing the rumors that plagued the company for so long into the background, although not killing them entirely. During that time, there apparently was a small but persistent group of Americans who still believed that P&G was linked with the devil and who periodically circulated poorly copied fliers. The company continued to receive up to 20 calls per day about the Satanic rumors and initiated additional lawsuits, one against a Kansas couple who worked as distributors for Amway, a P&G competitor, which resulted in a $75,000 judgment (“Trade Mark of the Devil,” 2000). In 1991 the elements rumored to represent the Satanic number 666 were removed from the trademark.

The P&G rumors have made more than one major comeback in recent years, most notably in 1994 and 1999. In each case, the stir was precipitated by the recycled tale alleging that the company president had announced on a popular television program that he was a Satanist and his company associated with the Church of Satan. One added twist to the 1994 version was the assertion that a Satanic ram's horn symbol would start appearing on the company's products, bearing the number 666 (“Trade Mark of the Devil,” 2000). Over the course of its rumor troubles, P&G has filed 15 lawsuits against individuals identified as making false and defamatory statements linking the company to Satanism, 6 of which have been initiated against Amway distributors. Try as they might to kill the rumors, they invariably spring to life again.


The Consequences: Tallying the Damages

Just who was responsible for the P&G rumors? Although it might be suspected that rival companies were behind the rumor campaigns launched against P&G, no evidence has ever emerged suggesting that competitors pushed their circulation or that the campaigns were economically inspired (Salmans, 1982; “Trade Mark of the Devil,” 2000). Despite the involvement of some overex-uberant Amway distributors in the rekindling and spreading of the rumors, much of the problem appears to have come from the activities of religious groups unhappy about P&G's sponsorship of controversial television programs. In fact, an Amway spokesperson emphasized that his company had “bent over backwards to help Procter & Gamble stop this rumor,” and added that P&G had handled the problem badly from the start from a public relations perspective, allowing the Satanism rumors to spread far and wide (Franks, 1999). In Chapter 2 we consider some other plausible explanations for the rumors and why they have been so difficult to eliminate completely. However, before leaving the P&G case, it is instructive to consider the extent of the impact of the rumors on the company.

As is often the case, the costs and effects of a rumor on a business enterprise are difficult to gauge accurately. It goes without saying that unfounded rumors have been a major source of irritation for P&G officials and have entailed considerable unanticipated expenses. By the time the decision was made to remove the trademark from product packages, a company spokesperson estimated that $100,000 had been spent fighting the Satanism rumors (“P.&G. Drops Logo,” 1985). Resources were diverted in various ways to deal with the problem, including the hiring of additional staff to respond to consumer letters and telephone calls. The lawsuits, which represented an additional expense in terms of time and money, also posed a significant risk, because a lost case would considerably damage the image of the company. Finally, it is impossible to assess to what extent P&G sales were affected by consumers who heeded the various calls to boycott its products. However, one estimate of the impact on purchasing was obtained during an early point in the crisis by the SRI Research Center, which was commissioned by the publication Advertising Age to conduct a nationwide survey (“Procter & Gamble Rumor,” 1982). SRI obtained the responses of more than 1,200 American adults during the summer of 1982 and found that of those who believed the Satanism rumors or were unsure about their veracity, 17% said they were reducing their purchases of P&G products. Of those who were aware of the rumors, only 5% (or 1.6% of all respondents) claimed to be buying fewer products, and 1% said they were buying more. The authors of the survey concluded that the rumors did not seem to be having much of an adverse impact on sales, a point further supported by the finding that 79% of the people surveyed could not identify any of P&G's products. Of course, for company officials, any loss of sales attributed to factors outside the spheres of economic influences or product integrity was no doubt a matter of serious concern.


Marketplace Rumors: Some Additional Examples

Like P&G, numerous other corporations have had to fight unfounded rumors in the consumer marketplace. In fact, the major corporation that has not been targeted by external rumors of one sort or another is clearly an exception in the contemporary business environment. As mentioned earlier, the McDonald's restaurant chain also had to fight off a rumored link to the Church of Satan a few years before P&G was victimized by the very same rumor. Some of the same elements were apparent in the McDonald's case: the reported television appearance by the company owner to publicly admit his pact with the devil, the involvement of some members of the clergy in the perpetuation of the rumor, and the numerous inquiries to the company from concerned or angry consumers. Briefly, the general strategy of McDonald's was to respond to each flare-up of the rumor locally by enlisting the support of ministers and television producers of the programs on which the company's owner actually had appeared. These respected individuals prepared letters attesting to the falsity of the rumor and to the Christian integrity of the company's owner, and verbatim transcripts of the television appearances were made available. Each time this approach was effective in putting out the fire in one part of the country, the rumor quickly reappeared elsewhere. Eventually, the story was picked up by the mass media and rapidly spread across the nation 1 year after its initial onset. However, just as the P&G Moonie accusations quickly faded when another rumor appeared, the Satanic rumor ended suddenly for McDonald's with the emergence of a potentially more damaging whispering campaign. This time the rumors concerned the contents of McDonald's hamburgers, which allegedly contained red worms to boost their protein levels.

Like the Satanic rumor, the worm allegation is another example of a false story that had been around for a while, most notably targeting Wendy's, another American hamburger chain, before moving on in 1978 to cause substantial damage for McDonald's. Company officials at McDonald's were wary of the worm rumor even before it affected their company, but were too distracted at the time fighting the Satanic rumors to take preventive action (Koenig, 1985). The specific details of the McDonald's response to the worm rumor are described in Chapter 6, but in brief the company went on the offensive immediately, issuing denials, sending out letters, and distributing press kits to franchise owners attesting to the high quality of their hamburgers’ ingredients. Before long, however, the rumor had spread like wildfire across the country, with many consumers reporting that they had heard it and believed it. The McDonald's Corporation quickly began to suffer substantial losses, seriously affecting sales in certain areas that represented hotbeds of activity for the worm rumor (Esposito & Rosnow, 1983). Toward the end of the year, company officials held a national press conference during which they emphatically denied the rumor about “protein additives,” and a follow-up advertising campaign reiterated the facts. Shortly thereafter, the McDonald's rumor was beaten (only to be briefly revived once again in the Philippines in 1996).

The P&G and McDonald's rumors represent two of the most noteworthy examples in the annals of commercial rumors. Both cases involved the spontaneous emergence of ultimately damaging falsehoods, although the nature and alacrity of response taken by the companies differed, with varying consequences. Although commercial rumors have been around since the turn of the 20th century, only in recent decades have they become one of the most prominent forms of rumor in circulation. A quick search of the World Wide Web typically reveals numerous marketplace rumors in circulation at any given time (see Box 1.3).


Organizational Grapevine Rumors

To this point, our focus has been limited to rumors that appear in the consumer marketplace. By their very nature, such rumors represent a very public form of hearsay, whereby various mass-mediated communication channels may or may not be intentionally complicit in the transmission of an unverified story. Marketplace rumors are passed along through interpersonal and electronic networks that function outside the companies that are targeted and may be of interest even to people who are not current customers of the companies involved. By contrast, within organizations, rumors represent an everyday aspect of corporate life that is much more private in nature and far less likely to interest persons who are not members (or their friends and relatives) of the organizations themselves. Such rumors spread through a discernible communication chain known as the grapevine, the informal information system that flourishes in every company.

Perhaps the key aspect of the organizational grapevine is its informal nature. Unlike the formal network of communication within an organization, which involves the more structured transmission of information through channels such as memos, company newsletters, official notices and reports, and staff meetings and conferences, grapevine interactions may consist of casual conversations that take place in lunchrooms, carpools, around water coolers, through e-mail messages and phone conversations, and the like (see Box 1.4). Because of its informal nature, the information that is transmitted through the grapevine tends to be undocumented and thereby susceptible to variation and interpretation. Further, there is the potential for communication among all participants in an organization and information tends to flow rapidly through the grapevine. Because of these characteristics, the organizational grapevine represents a fertile breeding and testing ground for rumors.



Box 1.3 Commercial Rumors and the World Wide Web

The Internet and other emerging communication technologies are particularly well suited to serve as conduits for the spread of marketplace rumors, providing for the instantaneous transmission of unverified information to a global audience. In many cases, what often starts as a localized whispering campaign quickly expands into a nationwide (and, at times, international) spread of falsehoods as the unfounded hearsay provides the grist for Internet chat groups, discussion forums, and message board postings.

The following sampling of false rumors, which were reported on The San Fernando Valley Folklore Society's Current Urban Legends and Netlore (www.snopes.com) site during April 2000, are representative of the sorts of stories regularly circulating in cyberspace:


	The energy drink Red Bull contains a dangerous stimulant originally created by the U.S. government to keep soldiers motivated in Vietnam.

	Pantene shampoo contains an additive that, when injected, will get the user high.

	A mixture of Enfalac baby formula and dog food causes a baby's stomach to explode.

	Flesh-eating bacteria on Costa Rican bananas will ultimately kill 15,000 Americans, an “acceptable number” according to the Food and Drug Administration.

	Kentucky Fried Chicken became KFC after the government ruled that the genetically altered poultry KFC uses could no longer be called “chicken.”

	The U.S. Congress or Canadian government is to impose a 5-cent surcharge per e-mail.


A comprehensive listing of links to current netlore are available on the urbanlegends.com Web site. The following marketplace-related examples were included in the listing during May 2001:


	EMI/Time Warner Merger Giveaway

	GeoCities Is Closing Down!

	Gerber Savings Bond Giveaway

	“Good Samaritan” Killer at the Mall

	Harry Potter Turns Kids to Satanism

	HIV Needles on Gas Pumps (variations include needles in movie theater seats, pay phone coin slots, and vending machines)

	Honda Car Giveaway

	KFC Uses Mutant Chickens

	McDonald's Donations to Palestinians Injured in Uprising

	Microwaved Water Explodes in Man's Face

	“Progesterex”—New Date Rape Drug

	Rat Urine on Soda Pop Cans Is Lethal

	Shampoo Cancer Warning

	Snakes Kill Child in Burger King Ball Pit

	Tommy Hilfiger Made Racist Statements on Oprah

	Toxic Sponges From P&G




Box 1.4 A Universal Water Cooler?

We have described how the Internet has become a growing force as a conduit for the emergence and spread of marketplace rumors. Now we find that much the same can be said with regard to this medium's role in the transmission and sharing of organizational grapevine content. Enter the Electronic Watercooler (www.vaultreports.com), an online network of uncensored bulletin boards for more than 800 American companies that displays office rumors, complaints about work hours and pay, and responses to job applicants’ queries about salary and worklife. The site, created in March 2001 by the New York employment service Vault Reports, is intended to expand globally on the age-old natural tendency for employees to engage in informal small talk about their jobs at the proverbial water cooler (Rosenberg, 1999).

During its initial period on the Internet, the Watercooler site was attracting more than 1,000 postings per week from employees of such companies as Andersen Consulting, Morgan Stanley, Dean Witter, Merrill Lynch & Co., Microsoft Corp., and P&G. Of course, transferring the company water cooler to the Internet in the form of (typically) anonymous message postings poses some potential risks to both employees and job applicants. Because of the anonymity it provides, there is nothing to prevent the posting of a misleading or outright fictional message from someone posing as a company employee or competitor. Additionally, if employers are able to determine which of their employees are conveying damaging messages, there is not much that could be done to stop the company from taking action.

According to one employment expert, the electronic version of the organizational grapevine is an imperfect equivalent that probably should not be taken too seriously. Like the bar across street from the workplace, it involves not only current company employees, but also former employees and total strangers, and there is no way to verify that the discussants have the insider information that they claim to have. Nonetheless, the concept represents a potentially useful tool for employees and job seekers with information needs that cannot be satisfied through more formal channels.

When rumors are spread through a company's informal communication networks, their content tends to involve topics that deeply affect employees, such as job status and organizational change. Typical forms of organizational rumors are those involving turnover (e.g., a top-level manager will leave the company to join a competitor), management-union relations (e.g., employees are considering a strike action; contract talks are underway), hierarchical status (e.g., a colleague is maneuvering to win the promotion promised to someone else), job security or job quality (e.g., a production plant will close, resulting in massive layoffs; employees can expect a large end-of-year bonus), organizational change (e.g., a major restructuring), and costly errors or safety conditions (e.g., a faulty computer software program resulted in the loss of an important account; Davis, 1953, 1969; Esposito & Rosnow, 1983). Such rumors may serve a variety of functions, such as to fill information gaps, to influence decisions, to vent feelings, or to signal status or power.

Because it operates as an informal network for interpersonal speculation, the grapevine is also a conduit for the spread of more titillating organizational hearsay, such as speculation about the sexual exploits or predilections of an employee or the assertion that two coworkers are romantically involved. In this case, the hearsay is more likely to be labeled as gossip, although the distinction between rumor and gossip is often a difficult one to make, particularly when the communication spreads through the office grapevine. In one highly publicized example, the former chief executive officer (CEO) of the Bendix Corporation was said to be having an affair with the company's vice president of strategic planning. Their repeated denials only seemed to fuel the scandal, which ultimately led to the resignation of the vice president. Despite the denials, the two were married less than 2 years after the story first broke (Cole, 1985).

As suggested by the Bendix case, much hearsay information transmitted through the grapevine ultimately turns out to be true. This statement might seem somewhat surprising at first glance, given the informal nature and accelerated speed by which information flows through grapevine pathways. These characteristics of information transmission would suggest that messages become increasingly inaccurate as they are transmitted from person to person, given the lack of time any one individual may have to critically assess the message content. However, it turns out that much of the information transmitted through the grapevine ultimately turns out to be accurate. In one study of a particular company's grapevine efficiency, Walton (1961) reported that 82% of the information communicated on a single occasion was accurate. According to other estimates, more than 80% of the specific “bits” of a rumor that work their way through an organization's grapevine prove to be accurate (Arnold, 1983; Davis, 1969).

An overabundance of grapevine rumors undoubtedly can be taken as a sign of organizational disfunctioning, reflecting a loss of confidence in the company's hierarchy, excessive secrecy and fear, and political problems within the company (Kapferer, 1990). Nevertheless, as a source of highly sought information that is not forthcoming through more formal channels of communication (e.g., during closed negotiation sessions), the grapevine can actually be seen as a healthy sign that people within the organization are talking to each other. Thus, it rarely is in the best interest of company officials to attempt to completely shut down the company's internal grapevine. However, it is no less important than in the case of public marketplace rumors for companies to adopt mechanisms for managing the spread of information through organizational networks, to whatever extent possible. In the corporate setting, this is especially important during times of organizational change, when uncertainties and fears among company personnel are likely to be most acute.


Grapevine Rumors and Organizational Change

Some companies take great pains to assure that the communication of organizational change is carried out as timely and efficiently as possible to offset the emergence of potentially destructive hearsay. The importance of doing so was highlighted by a study of change in 43 organizations, which revealed that when a change effort resulted in failure, it was likely to have been caused by one of the following three reasons (Semeltzer, 1991): (a) the presence of inaccurate and negative rumors, (b) the fact that employees learned of the company's plans through outsiders, and (c) management's reliance on impersonal communication channels (e.g., memos) rather than face-to-face interactions with employees. These findings point to the fact that it is of primary importance for management to communicate effectively with its employees during times of change, rather than placing greater priority on informing the public and stockholders of its plans.

Various strategies that can be taken to effectively communicate organizational change are described in Chapter 7, along with recommendations for managing the grapevine to minimize the potential damaging effects of false rumors and misinformation. However, at this point, a brief description of the communication techniques employed by Delta Airlines during a major restructuring can serve as a useful example of how a company can offset the emergence of harmful hearsay during transitional periods.

The Delta restructuring effort, known as Leadership 7.5, began in 1994 to improve the company's standing in a rapidly changing and increasingly competitive industry. Almost from the outset, it was evident that Delta, which previously had a strong reputation for retaining its workers, would have to lay off several thousand employees. As we will see in subsequent chapters, this is just the sort of situation that fosters the emergence of organizational rumors due to the high levels of anxiety and uncertainty it entails. To counter the enormous amount of fear likely to be generated by the planned program and to establish a sense of security within its workforce, Delta's management created a detailed communication plan (Richardson & Denton, 1996). At the outset, they put into place a toll-free telephone hotline to provide current updates on the change effort and respond to employee comments and questions. Linked to the in-house company newsletter, The Delta Newsline, more than 6,000 calls were received on the day news of the restructuring program was presented to the employees; by the end of the week, that number had risen to more than 14,000. Further, to respond to information requests from managers and supervisors, a special communication center was established.

Another strategy employed by Delta was for management representatives to maintain direct personal contact with the company's workforce to convey the perception of openness and to further reduce any sense of insecurity. This was done by having a senior manager appear in an airplane hangar within hours of the initial restructuring announcement to provide detailed information and respond to questions in an open forum, and by arranging periodic visits by senior management at various Delta facilities around the country during the ensuing weeks. Another important aspect of the communication program was a systemwide management conference, held on the day after the announcement, during which the restructuring and related program were fully explained. A video presentation of the conference was then distributed to all personnel (Delta Air Lines, 1994).

The two elements of Delta's communication program that stand out as particularly key to its ultimate success were speed and accuracy. That is, senior company officials appeared eager to provide the workforce with as much information as possible, in the most prompt and accurate fashion possible. In situations in which employees are confronted by the possibility of a major change in their employment situation, this approach goes a long way toward restoring confidence, reducing anxiety, and maintaining trust. It also represents an effective strategy for reducing the flow of misinformation throughout the company grapevine.


Defining Rumor

The foregoing discussion was intended to provide the reader with some preliminary insight into the nature of rumors and some of the various kinds of rumors that might emerge in business settings. One point that should be clear from the examples is that whether a rumor pertains to events unfolding in the marketplace or within an organization, it tends to have something to do with the need for people to know what is happening and why in situations in which they are implicated. Before we can shed greater light on the psychological and social dynamics of rumor generation and transmission, it is essential that we have a clearer understanding of what a rumor is—its characteristics and properties—and how it differs from related forms of interpersonal communication, such as gossip and news.

There is general agreement that a rumor is a story or statement in general circulation without confirmation or certainty as to facts (Box 1.5). Rumors are public communications, usually embellished by allegations or attributions based on circumstantial, unverified evidence, that reflect people's assumptions or suspicions about how the world works. Historically, the understanding was that rumors circulate as a function of what has been referred to as the “talk factor,” or everyday word-of-mouth conversations (Wilson, 1994), as reflected by the phrase “passed along from person to person, usually by word-of-mouth” from Allport and Postman's (1947) classic early definition. Of course, now it is clear that many rumors are either given birth or reinforced by print and electronic media, including the Internet. Although they have not supplanted the importance of word-of-mouth communication in the rumor transmission process, the mass media represent a direct source of rumor content and a formidable intermediary in the spread of rumors (Rosnow, 2001; Zerner, 1946).

A critical element of rumor is that there is a lack of certainty as to the validity of its message; that is, it is an unconfirmed proposition. The fact that there exists some degree of uncertainty regarding the truthfulness of a rumor is not meant to imply that all rumors are untrue. The key is that the rumor may eventually turn out to be true or false, but until that time, the communication is subject to the dynamics of rumor. A story in widespread circulation that has been officially verified as false may nevertheless be considered a rumor, so long as there is a suspension of disbelief in the story's content. Should the rumor turn out to be true (or verified), its content then becomes subject to the limitations presented by the facts at hand.



Box 1.5 Defining Rumor

Although there are differences in the precise terminology used, there tends to be general agreement among rumor experts as to the sorts of communications that can be classified as rumor. Some representative definitions, dating back to the 1940s, include the following:

	A proposition for belief of topical reference disseminated without official verification (Knapp, 1944).

	A specific (or topical) proposition for belief, passed along from person to person, usually by word-of-mouth, without secure standards of evidence being present (Allport & Postman, 1947).

	An unverified account or explanation of events circulating from person to person and pertaining to an object, event, or issue of public concern (Peterson & Gist, 1951).

	A proposition that is unverified and in general circulation (Rosnow & Fine, 1976).

	The emergence and circulation in society of information that is either not yet publicly confirmed by official sources or denied by them (Kapferer, 1990).

	An unverified proposition for belief that bears topical relevance for persons actively involved in its dissemination (Rosnow & Kimmel, 2000).


To clarify these distinctions, consider the following example. Let us say that one day I overhear a couple of English-speaking tourists on the Paris metro discussing how the British retail chain Marks & Spencer is about to announce the closure of all of its stores in continental Europe, including those in France. As a loyal Marks & Spencer shopper, I may find this story difficult to believe (let's say because I recently read that the French stores are very profitable and every time I shop in the Paris outlets they seem to be doing a very brisk business), but unsettling nonetheless because it could be true. Perhaps the people I overheard had some inside information; maybe they were friends or relatives of company officials—whatever the reason, they apparently had heard something that I had not. Because in my mind there was some doubt about the credibility of the story I overheard, it would constitute a rumor whether I was aware of that fact or not (e.g., I may simply consider it as a piece of unconfirmed news). Should I repeat what I had heard to the friend I was meeting in a café later that day, I would have become an active participant in the rumor transmission process.

As it turns out, Marks & Spencer did publicly announce on March 30, 2001 that it would be shutting down its operations in a number of overseas settings, including France, to cope with declining profits (Cowell, 2001). Once the announcement was reported by a number of news outlets, the story was converted from a rumor (assuming that there previously had been speculation about store closures) to news. Had I read about the company's decision in the Wall Street Journal Europe shortly after it was announced, or learned about it through some other credible news source, my fears would have been confirmed and the story I overheard in the metro would no longer constitute a rumor (for me, at least). My friend from the café, however, might not have been keeping up with the news around that time and, as a result, she might have continued to consult others about a rumor she had heard. In short, a communication can be classified as a rumor when it is in widespread circulation, it is unverified, and it bears topical relevance for persons actively involved in its dissemination.


Rumor Versus News

As the preceding example shows, rumor and news are two forms of communication that are closely related, but distinguished on the basis of the presence or absence of secure standards of evidence. Unlike news, which is presumed to be based on fact, rumor is always unconfirmed. The recognition that rumor might be thought of as unconfirmed news moved sociologist Tamotsu Shibutani (1966) to refer to it as “improvised news.” Thus, it is not surprising that the line between rumor and news often blurs. This might explain in part why much rumor-related content often is not directly identified as such. Because of the rush to “scoop” competitors at a time in which many news stories are reported instantaneously, with minimal prior fact checking, we now find that more and more unconfirmed stories are reported as if they were verified—that is, as news. The fact that rumors have increasingly begun to resemble (or be mistaken for) news also can be attributed to some extent to the new technologies that exist for the transmission of interpersonal messages. Once limited to localized discussions with people they know, consumers now can broadcast information to total strangers around the world through Internet discussion groups, personal or company Web sites, and the like (Rosen, 2000).

Because of the frequently negative connotation of rumors, people often are reluctant to acknowledge that a communication is, in fact, a rumor. Such acknowledgment highlights the possibility that the transmitted information could be false and that the bearer is irresponsibly communicating misinformation (Kamins, Folkes, & Perner, 1997; Rosnow, 1991). Moreover, as communication technologies have accelerated the pace by which news and information are transmitted to the public, there is an increasing tendency for communications to be based on unverified content, although they may readily be accepted as verified news by a public craving clarification regarding matters of current or local concern. Perhaps nowhere is this tendency more pronounced than in the financial marketplace.

One recent example of how an unconfirmed story can be reported as news involved a false report that was intentionally planted about the financial standing of Emulex, the California computer networking equipment manufacturer. On August 25, 2000 a bogus press release appeared on Internet Wire, a Web-based news dissemination service, and was immediately picked up and transmitted by leading financial news wires, including Bloomberg News and Dow Jones Newswires, as well as the cable news channel CNBC and numerous Web sites (Goldstein & Carrel, 2000). The original press release reported that Emulex was under federal investigation by the Securities and Exchange Commission (SEC), that it was revising its quarterly earnings to show a loss, and that its CEO had resigned. The story about the SEC investigation, in particular, spread like wildfire on online message boards and, not surprisingly, the false reports had a devastating impact on Emulex's stock, causing it to plummet as soon as markets opened. The impact of the unconfirmed news was swift—Emulex stock plunged more than 50% within 15 minutes of the story hitting wider distribution. Specifically, the company's shares fell as much as $68, or 61%, which represented a loss of $2.45 billion in market value (see Fig. 1.4). By afternoon, trading was halted once news of the hoax was discovered and the company mounted a public relations campaign and issued denials in a desperate attempt at damage control. Although the stock recovered much of its losses by day's end as exposure of the fraud received widespread media coverage, Emulex shares nonetheless had fallen 6.5% on Friday (the day the hoax appeared) and another 5.9% on Monday (“Echoes of a Hoax,” 2000).

[image: ]Fig. 1.4 The impact of the Emulex hoax in the financial marketplace. From Goldstein & Carrel (2000). Reprinted with permission of SmartMoney, 2000.
The origins of the Emulex hoax were traced to Mark Jakob, a 23-year-old American college student who previously had been an employee of Internet Wire. The hoax was initiated by an e-mail message he forwarded to Internet Wire containing a release from a fake public relations company describing Emulex's supposed difficulties. The e-mail included phrases commonly used by the wire service suggesting that the contents of the story had been verified earlier and, as a result, the Internet Wire staff did not feel it was necessary to further check the story's accuracy. Apparently motivated by a desire to recoup money he had lost after suffering major losses trading Emulex stock and at the same time attain some measure of revenge on the company, Jakob earned close to $250,000 in profit on the day of the hoax, but he was arrested the following week by the Federal Bureau of Investigation (FBI) and charged with securities and wire fraud (Becton & O’Harrow, 2000). Such a crime in the United States could result in a prison sentence of up to 15 years.

Ironically, some financial analysts concluded that Emulex was not substantially harmed by the hoax and actually may have benefited from it as a result of the national exposure the company received in its aftermath. However, this case highlights the growing influence of information technologies and the competitive nature of public relations and news wire services. Despite controls, in their rush to beat the competition with apparent breaking news, the financial information services in this case failed to verify the accuracy of the false news release. Unlike the P&G rumors, which were generated largely through the distribution of crudely prepared fliers distributed by religious groups, the bogus press release about Emulex's market difficulties was instigated by a single individual, but spread instantaneously through the Internet and other electronic media. The stark differences in the life cycles of these two cases reflects the rapidly changing nature of communication in business and financial contexts.

According to one assessment, the Emulex story “underscores the high stakes and potential dangers of real-time financial journalism, in which unconfirmed reports can blow a large hole in a company's stock before the truth catches up” (“Echoes of a Hoax,” 2000, p.
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