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Abstract
We develop a grounded neo-institutional theory explaining the occurrence of misconduct in
professional service firms. The theory harbors two novel insights. First, parallel governance
structures, which are presently the norm in many professional fields, aggravate rather than
dampen misconduct. Second, decoupling and institutional disruption are both necessary and
jointly sufficient conditions for the emergence of misconduct. The empirical evidence
supporting our theory derives from in-depth interviews with 65 professionals working for

Dutch auditing, law, and consultancy firms and corroboratory data sources.
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Professional service firms (PSFs)  organizations whose primary assets are a highly
educated (professional) workforce and whose outputs are intangible services encoded with
complex knowledge (Greenwood et al. 2005: 661) are amongst the most elaborately
governed actors in contemporary economies (Briscoe 2007; Greenwood & Empson 2003;
Von Nordenflycht 2007). At the organizational field level, PSFs are subjected to

normatively and coercively sanctioned expectations (Greenwood et al. 2002: 62). These
include expectations of professional independence, client confidentiality, and operating with
integrity. Professional associations secure their members adherence to these expectations by
making membership conditional on compliance and through disciplinary rulings (Greenwood
et al. 2002; Lawrence 1999). The nation-state and its agencies similarly seek endorsement of
professional expectations, because to them the professions are an important instrument for
securing the legality, transparency, and controllability of work activities performed in their
jurisdictions (Weber 1978).

PSFs have likewise invested in organizational controls to secure compliant behavior
(Cardinal et al. 2004; Eisenhardt 1985). Some of these operate through bonding and
incentives. In all PSFs, partners are expected to make dedicated investments like training
juniors, finding new clients, and developing the firm s knowledge infrastructure (Maister
2003). In privately-held PSFs, partners are also residual claimants and personally liable for
the firm s losses. These arrangements ensure partners compliance by binding them to the
firm and by making their private wealth dependent on its continued ability to live up to
institutionalized expectations (Greenwood & Empson 2003; Greenwood et al. 1990; Malos &
Campion 1995). Economic incentives tend to be complemented by soft controls like codes
of conduct, compliance officers, and ethics training programs (Treviao et al. 2006; Weaver et
al. 1999), which serve to create awareness amongst PSF members of the expectations that

weigh on them.
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Nevertheless, during the past decade PSFs have increasingly found themselves at the
center of corporate scandals. Three PSF fields in particular were regularly implicated.
Auditing firms have broken expectations of professional independence by becoming
complicit in fraud and perjury (Moore et al. 2006). Law firms have abused expectations of
client confidentiality by refusing to blow the whistle on blatant misconduct (Empson 2007).
Consultancy firms have violated expectations of operating with integrity by raking up the
pressure on their partners to meet the numbers and refusing to ask questions as long as
targets were met (Alvesson 2004). The prevalence of expectation-breaking behaviors in PSFs
raises a salient question: Why are these firms vulnerable to misconduct?

We address this question by reporting a study of Dutch auditing, law, and consultancy
firms. The study comprises two phases, which we report consecutively. During the first
phase, we use grounded theory methods (Glaser & Strauss 1967; Strauss & Corbin 1990;
Suddaby 2006) to uncover a model explaining the development of misconduct in PSFs.
During the second phase, we use content-analytical and MRQAP-regression methods to
corroborate our model and lend it some inferential power.

Our study makes three contributions to the often-linked literatures on PSFs and
institutional theory (cf. Greenwood et al. 2002; Greenwood & Suddaby 2006; Lawrence
1999; Suddaby & Greenwood 2001, 2005). First, we offer an explanation for the proneness to
misconduct of PSFs. Previous institutional theory-based studies have concentrated on PSF
behaviors like commodifying knowledge (Suddaby & Greenwood 2001), theorizing change
(Greenwood et al. 2002), managing reputation (Greenwood et al. 2005), and shaping
rhetorical accounts (Covaleski et al. 2003; Suddaby & Greenwood 2005). To date, however,
no explanation of misconduct in PSFs exists that duly acknowledges the role of institutional
factors. Second, our work offers a rich account of the institutional work behaviors (Lawrence

& Suddaby 2006) through which PSF members cope with field- and organization-level
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pressures. In the grounded theory we develop, constructs are not treated as abstract
categories, but grounded deeply in the lived experiences of practicing professionals. Our
account, in other words, has the guts of institutions in it (Stinchcombe 1997: 17). Third, we
contribute to institutional theory by demonstrating the superior explanatory power of neo
institutional models (cf. Greenwood & Hinings 1996; Hirsch & Lounsbury 1997; Lawrence
1999) over old and new institutional accounts. Concretely, we show that when field-level
expectations (cf. the new institutionalism ; DiMaggio & Powell 1983, 1991; Meyer &
Rowan 1977) coalesce with organization-level norms and interests (cf. the old
institutionalism ; Gouldner 1954; Merton 1940; Selznick 1949, 1996), perverse effects may

result that cause institutions to become their own gravediggers (Schneiberg 2005: 127).

PHASE 1: DEVELOPING A THEORY OF MISCONDUCT IN PSFS

Our aim is to explain the occurrence of misconduct  acts of omission or commission by
individuals or groups of individuals acting in their organizational roles who violate internal
rules, laws, or administrative regulations on behalf of organizational goals (Vaughan 1999:
288) in PSFs. As we were unaware of any empirically grounded model of PSF misconduct
at the start of our project, we decided to use a grounded theory approach (Corbin & Strauss
1990; Glaser & Strauss 1967). To avoid the fallacy of blank sheet grounded theorizing (cf.
Suddaby 2006: 634-635), we entered the field with the intuition that institutional theory
would likely provide a number of observational categories (Glaser & Strauss 1967: 79) that
could usefully be integrated in our own theorizing, given the highly institutionalized nature of
professional fields. Yet we began our research without formalizing any expectations of what
causes PSFs to engage in misconduct, in order to force ourselves to observe directly what is

going on in professional fields.
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Sample Selection and Data Collection

Our research took place in the Netherlands. To identify relevant PSFs, we searched the
membership directories of the Royal Dutch Institute of Registered Accountants

(www.nivra.nl), the Netherlands Bar Association (www.advocatenorde.nl), and the Dutch

Council of Management Consultants (www.ooa.nl). We employed a clustered and stratified
sampling design, striving for numerically balanced sampling across clusters and for adequate
representation of size strata (small- and medium-sized versus large firms) within clusters. All
respondents were approached by telephone. Our aim was to conduct at least 20 interviews in
each field, and we continued contacting PSFs until our quota was reached. We used a
standardized protocol for all our initial telephone contacts, and kept track of all calls made in
a spreadsheet. Participating professionals were subsequently sent a background document via
e-mail to inform them of the purpose of our research.

Beginning in March 2006, we conducted face-to-face interviews, mostly at work sites
and during regular office hours. We partially structured the interviews, in order to increase
their comparability and relevance, with the help of an interview protocol (available upon
request). To ensure the protocol s usefulness, we developed and tested it in a series of nine
pilot interviews conducted on a different sample of the Dutch PSF population. The protocol
went through two main revisions, after which we felt confident that it would offer our
respondents sufficient structure to provide us with useful data, but not so much that it would
interfere with our aim of inductive data gathering The finalized protocol covered four main
categories: (1) professional expectations (sample question: which professional norms have
the strongest influence on your daily work routines? ); (2) field-level pressures ( to what
extent does the Netherlands Bar Association [example for lawyers] influence the way work

activities are performed in your organization? ), (3) organization-level pressures ( how does
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your organization ensure compliance with its own code of conduct? ), and (4) misconduct
( can you give me two examples of undesirable or inappropriate conduct occurring in your
organization? ). We completed our data collection efforts in June 2006. All interviews lasted
around 60 minutes, were recorded in MP3 format, and fully transcribed.

The final sample consisted of 65 interviews with auditors (N = 22), lawyers (N = 21),
and consultants (N = 22). The size of the firms in the sample ranged from one (self-employed
professionals) to 4500, with a mean of 717 employees. The age of the firms ranged from
three months to 156 years, with a mean of 53 years. The sample consisted of 56 men and nine
women, six of whom were consultants and three lawyers. The ages of our respondents ranged
from 26 to 58 years, and the mean age was 42 years. Our respondents tenure with their

employing organizations averaged on 11 years, ranging from three months to 29 years.

Data Analysis

Data analysis commenced with a first reading of the interview reports. Two researchers read
the transcripts independently, using open coding techniques (Corbin & Strauss 1990; Glazer
& Strauss 1967) to identify, name, and categorize salient phenomena in the text. Initially, the
categories that emerged to capture these phenomena were very concrete first-order concepts
(Van Maanen 1979) that followed the data closely. Examples of such concepts include: (1)
rule contextualization : the use of different standards in different situations, such that
compliance with a formally applicable rule is determined by the contingencies of the case;
and (2) rule ignoring : the categorical discarding of an active rule which is known to be
applicable to the case at hand. After independent coding, the researchers used discussion and
consensus to reach a final listing of 24 first-order concepts. On the basis of this list we

compiled a detailed coding scheme (available upon request). All 65 interview reports were
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subsequently coded by one of the researchers, using the NVivo 2.0 qualitative data analysis
software package. To determine the quality of the coding process, a second coder coded 10
randomly selected interviews using the same coding scheme. We computed an interrater
reliability score in the form of Cohen s Kappa (Cohen 1960). The degree of concordance
between both coders amounted to .79, which is seen by conventional standards as a
substantial overlap, bordering on almost perfect agreement (Landis & Koch 1977).

Data analysis continued with the identification of more abstract second-order
concepts, a set of notions used by the fieldworker to explain the patterning of the first-order
data (Van Maanen 1979: 541). Second-order concepts were identified by making constant
comparisons (Glaser & Strauss 1967) between cases in an attempt to group answers to
common questions [and] analyze different perspectives on central issues (Patton 1990: 376).
Concretely, second-order concepts were formed by grouping first-order concepts such that
the variance between them was minimized within groups and maximized across groups.
Formation of second-order constructs was then finalized by relating the initial groupings to
received insights from the literature, refining the groups, and selecting an appropriate
theoretical label for them. By way of illustration, the first-order concepts of rule
contextualization and rule ignoring were grouped together, as they referenced closely
matching social processes. We denoted the associated second-order concept as decoupling
activities, as each first-order concept denoted an activity through which an organization s
formal adherence to an institutionalized expectation (manifested as a rule) became
dissociated from actual work behaviors (cf. Meyer & Rowan 1977). In all, we identified six
second-order concepts: (1) institutional controls, (2) coupling activities, (3) decoupling
activities, (4) institutional maintenance, (5) institutional disruption, and (6) misconduct.

These concepts will be discussed in the following section.
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A final analytical step involved axial coding (Corbin & Strauss 1990; Glaser &
Strauss 1967), a process in which potential relationships between second-order constructs are
explored by relating the finalized second-order concepts to one another and to extant
theoretical insights. During axial coding, we mixed theory elaboration and theory generation
efforts (Lee et al. 1999). Theoretical elaboration of the institutional theory literature enabled
us to recognize the various institutional work categories (Lawrence & Suddaby 2006) that
were brought into play by PSFs with at least the nominal intention of preventing misconduct.
Theory generation, in contrast, enabled us to explain how these attempts to establish order
and control were derailed when they coalesced with interest and agency in PSFs, such that
they in fact led to increases in the violation of professional expectations. The next section

presents our grounded theory of misconduct in PSFs.

Second-order Concepts and Propositions

For reasons of efficiency, we present the grounded theory of misconduct in PSFs that
emerged from our data in an orderly fashion, beginning with the dependent variable and
continuing with the independent variables. This is of course a stylization, as a chronological
presentation of our research would amount to a jumble of literature consultation, data
collection, and analysis conducted in ongoing iterations that produce many relatively fuzzy
categories that, over time, reduce to fewer, clearer conceptual structures (Suddaby 2006:
637). It is important to note, however, that the actual concepts and propositions we introduce
here, as well as their ordering, were not stipulated prior to entering the field, but rather
developed while we were in constant touch with our data.

Misconduct. All human organizations of more than modest complexity carry the

seeds of misconduct in them, as any system of organized action inevitably generates
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unintended consequences that go against its objectives (Merton 1940). Everyday social
processes can cause institutionalized expectations to become violated, and misconduct to
become part and parcel of everyday organizational life (Brief et al. 2001: 473). They often
commence when leaders craft reward structures that promote misconduct, proceed when
these leaders condone misconduct as it occurs, and result in such practices being taken for
granted by all organizational participants (Ashford & Anand 2003). Our research shows that
these processes occur regularly in PSFs. We distinguish between three types of misconduct
on the basis of the type of norms that are being transgressed: (1) field-centered misconduct,
(2) organization-centered misconduct, and (3) client-centered misconduct. Six percent of all
data we coded was attributed to one of these three first-order concepts.

Field-centered misconduct occurs when PSF-members acting in their organizational
roles transgress a field-level norm issued by a professional association or the state on behalf
of organizational goals (cf. Vaughan 1999). In all, 45 percent of all data coded as
misconduct was attributed to this concept. For example, a field-level norm that is often
treaded upon by auditors is the requirement to leave an adequate paper trail of the auditing
process, allowing it to be reconstructed by third parties. Discarding this norm is a form of
misconduct, as it allows auditors to unduly lower organizational costs and increase output by
cutting essential control steps out of the auditing process. [llustrative quotes and examples for
the present and all subsequent first-order concepts can be found in Table 1.

Organization-centered misconduct occurs when PSF-members acting in their
organizational roles transgress an organizational norm issued by upper management or the
managing partners on behalf of organizational goals (cf. Vaughan 1999). Although this
definition seems contradictory from a rational policy perspective, it is perfectly interpretable
from an old institutional theory perspective in which it is taken for granted that

organizational goals can conflict and contradict one another (Gouldner 1954; Merton 1940;

10
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Selznick 1949). Some 40 percent of all data rubricated under the header of misconduct
belonged to this concept. A recurring example of organization-centered misconduct is
choosing not to use the client acceptance system. Many PSFs operate such systems, which
circulate the names of new clients amongst all partners of the firm, to check whether the new
assignment is likely to cause conflicts of interest with existing accounts. These systems are
often ignored precisely when conflicts of interest are expected to occur, however, on account
of not having to refuse new business. In such instances, the organizational norm to avoid
conflicts of interests is discarded on behalf of organizational goals like growth and

profitability.

Client-centered misconduct occurs when PSF-members acting in their organizational
roles transgress a norm constitutive of the contractual agreement with a client on behalf of
organizational goals (cf. van Oosterhout et al. 2006: 527-528; Vaughan 1999). Some fifteen
percent of all text coded as misconduct fitted this definition. By far the most common form
of client-centered misconduct entails overcharging, either by overestimating the number of
billable hours to be charged to the client or by charging higher hourly rates than warranted.
Thirteen respondents reported such behavior, of which seven were consultants, four lawyers,
and only two auditors. The relatively low score for the latter reflects a long-standing practice
in the auditing profession. Contrary to lawyers and consultants, auditors do not stand to gain
from charging extra hours as they tend to operate under so-called fixed fee contracts.

Control devices. Due to the legalized nature of work in PSFs (cf. Sitkin & Bies 1993),
field-level and organization-level professional norms do not remain uncodified. Instead, they

are formalized in the form of control devices: organizational design instruments, which are

11
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used to ensure members compliance with collectively-held goals, and which normally
operate by shaping work processes or measuring work outcomes (Cardinal et al. 2004;
Eisenhardt 1985; Ouchi 1979). Our results show that control devices are a dominant feature
of PSF life: 25 percent of all data was captured under this header; the highest number for any
second-order construct.

Our respondents generally distinguished between two types of control devices: (1)
field-level controls deriving from professional associations and the state, devised to maintain
the effectiveness and legitimacy of the profession, and (2) organization-level controls
developed by the PSF itself, with the purpose of ensuring members compliance with
organizational goals. Of all the text coded as control devices, 70 percent was devoted to
discussions of field-level controls, whereas 30 percent dealt with organization-level controls.
The main field-level controls mentioned were the rules, regulations, and sanctioning systems
issued by professional associations (including codes of conduct, ethics, and other professional
prescriptions) and, in the case of lawyers and auditors, governmental legislation. The most
commonly mentioned organization-level controls were firm handbooks, mission statements,
job descriptions, quality control certifications, and organizational codes of ethics.

In principle, control devices should have a dampening effect on the development of
misconduct in PSFs, as their nominal purpose is to ensure a proper, efficient, and impersonal
application of procedure. Fields with tighter controls (auditing and law) ought to evidence
less misconduct than fields where control is looser (the consultancy profession), and PSFs
with more elaborate internal control systems ought to experience less member misconduct
than more sparsely controlled firms. But our study shows that control devices are often dead
letters, to which respondents only pay lip service. The image that emerges is that many
control devices have become part of a mock bureaucracy system (Gouldner 1954), a work

pattern in which bureaucratic rules are in place but are largely ignored or inoperative

12
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(Hallett & Ventresca 2006: 918). When control devices are indeed categorically ignored by
most PSF-members, no material relationship may be expected to exist between the attention

paid to control devices and the level of misconduct in a given PSF. See Proposition 1:

Proposition 1: The level of attention paid to control devices will be unrelated to the

level of misconduct in PSFs.

Coupling activities. The notion of coupling refers to the degree of connectivity
between organizational elements (Basu et al. 1999; Hallet & Ventresca 2006; Weick 1976).
Coupling is tight when organizational elements affect each other continuously, constantly,
significantly, directly, and immediately (cf. Weick 1982: 380). In contrast, coupling is loose
when organizational elements are responsive towards one another, but retain evidence of
separateness and identity (cf. Weick 1976: 3). Although there is no shortage of potential
coupling elements (Weick 1976: 4) in modern complex organizations, researchers have
placed considerable emphasis on the coupling relationship between an organization s
symbolic characteristics and its technical characteristics (Basu et al. 1999; Meyer & Rowan
1977). Although it is tempting to see the degree of coupling as a fixed property of PSFs,
Orton and Weick (1990) remind us of the importance of studying coupling as a process, as
something that organizations do, rather than merely as something they have (1990: 218).
Hence, we focus on concrete activities that PSFs undertake to manage the degree of coupling
between their technical and symbolic characteristics.

Of all coded data, 19 percent was attributed to the second-order concept coupling
activities. This category contains six first-order concepts, each constituting a concrete
coupling activity. The most prevalent first-order construct was socialization (covering 36

percent of the coded data), the process by which individuals acquire the social knowledge and

13
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skills necessary to assume an organizational role (Van Maanen & Schein 1978). Socialization
is a coupling mechanism, as it teaches PSF apprentices the ropes of complying with
symbolically-laden professional norms.

The second first-order construct to emerge from our data was collegial consultation
(26 percent of coded data), a type of advice-seeking behavior through which professionals

transformed the mental process of making decisions into a social process (Blau 1963: 123).
Consultations are conducive to the coupling of the substantive and the symbolic because they
increase: (a) the uniformity of control device application through the establishment of group
cohesion; (b) the quality of application by improving decision-making processes; and (c)
professionals interest in and knowledge about control devices (Blau 1963: 135-136).
Collegial consultation is not always a voluntary process. Accounting firms increasingly adopt
mandatory consultation procedures for high-risk decisions. Unique to law firms is a formal
mentoring system for apprentices.

A third coupling activity we identified was in-company training (15 percent of coded
data), a first-order construct capturing the provision of formal job training programs designed
to enhance employees skills (Knoke & Kalleberg 1994). Such training programs play a
coupling role in that they help PSFs adjust to the broader social, cultural, and legal conditions
to which they are exposed (Aldrich 1979). In-company training programs were used for three
reasons: (1) to acquaint new employees with prevailing control devices, (2) to inform existing
employees about newly-emerging or changing professional prescriptions, and (3) as a
corrective measure to reeducate employees that had previously engaged in misconduct.

The fourth coupling activity is role clarification (11 percent of coded data), a first-
order construct capturing the ongoing processes by which PSFs strive to establish an
unambiguous assignment of role-congruent tasks and responsibilities to their members (Rizzo

et al. 1970). PSFs have long been involved with internal complexity-increasing policies, such

14
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as colonizing adjacent professional jurisdictions (Suddaby & Greenwood 2001) and
embedding new practice areas in their organizational architectures (Anand et al. 2007).
Inevitably, such policies create role conflict and ambiguity. Role clarification is an important
coupling mechanism, because it helps professionals calibrate their work behaviors with
externally-held expectations. The significance of this mechanism is highlighted by the fact
that no less than half of all respondents mentioned the role clarification processes.

The fifth first-order concept is the threat of sanctions by professional associations
(eight percent of coded data). Professional associations use sanctions as a coupling device to
ensure compliance with field-level norms (Greenwood et al. 2002). In its crudest form,
professional associations can revoke the license of a PSF member. The net effect of this
threat is much larger for lawyers and auditors, who, unlike consultants, would be forced to
leave the profession if they would lose their license.

The sixth first-order concept is trainings provided by professional associations (four
percent of coded data). Professional training is commonly divided into pre-experience
university training and on the job learning (Hitt et al. 2001). Yet professional associations
also provide post-experience trainings, often on a mandatory basis. Whereas these trainings
serve the formal purpose of educating professionals on changes in best practices and external
regulations, they also serve as a coupling device through which professional norms become
taken-for-granted and reproduced over time (Greenwood et al. 2002).

Coupling activities by professional associations and PSFs are intended to increase the
connectivity between work behaviors and symbolically-laden control devices. We assume
that these activities have a dampening effect on misconduct, as they continuously: (a) inform
individuals about the responsibilities associated with their membership of a profession, (b)
provide them with the training necessary to live up to these responsibilities, and (c) put clear

sanctions on behaviors that go against professional norms. See Proposition 2:
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Proposition 2: The level of attention paid to coupling activities will be negatively

related to the level of misconduct in PSFs.

Decoupling activities. Decoupling occurs when the work an organization performs
backstage and the image of institutional compliance it presents to outsiders become so
weakly connected that changes along one of these dimensions no longer have to lead to
adjustments in the other (Basu et al. 1999; Weick 1976). Whether decoupling is a breeding
ground for misconduct is critically dependent on whether organizational members are willing
to abide by what Meyer and Rowan (1977) call the logic of confidence and good faith, such
that participants not only commit themselves to supporting an organization s ceremonial
fa ade but also commit themselves to making things work out backstage (p. 358). Our
results show that the concrete institutional work behaviors (Lawrence & Suddaby 2006) PSF
members use to decouple the technical from the symbolic are not so benign.

Of all data, 18 percent was coded as decoupling activities. This second-order
concept consisted of four first-order constructs, of which the most prevalent was rule
questioning (44 percent of coded data): expressing uncertainty about the rationale or
legitimacy of a given field-level expectation. Rule questioning is a decoupling mechanism
because it rationalizes and legitimizes subsequent deviations from an institutionally endorsed
prescription. It is most pervasive amongst auditors. Of the 22 auditors in our sample, no less
than 20 questioned (some) professional rules.

The second first-order concept, rule ignoring (25 percent of coded data), is a
decoupling activity in which PSF members know about the rules that apply to them, but
choose to ignore them. Rule ignoring is likely to occur when internal objectives diverge or

conflict very dramatically with institutional values or requirements or when PSFs suffer
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from deficient organizational comprehension of the rationale behind the institutional
pressures and the consequences of noncompliance (Oliver 1991: 156).

We named the third first-order concept rule bending (19 percent of coded data), in
reference to all attempts by PSF members to search for loopholes and ways around
professional standards and rules or stretch the boundaries of the regulations. Rule benders
thus adhere to field-level expectations symbolically, but deviate from them materially.
Respondents indicated that boundaries that are very clear and obvious to them will be
respected, but that others may be handled more flexibly.

The fourth first-order concept is rule contextualization (12 percent of coded data).
Rule contextualization entails that respondents use different standards in different situations,
such that they let their compliance with a formally applicable rule be determined by the
contingencies of the case. Rule contextualization is an especially dangerous decoupling
mechanism, as it threatens precisely those characteristics of rules that make them attractive
decision instruments, notably: their impartiality and generalizability (Sunstein & Ullmann-
Margalit 1999).

The decoupling activities we identified are clearly not merely a form of informal
coordination that, although often formally inappropriate, keeps technical activities running
smoothly and avoids public embarrassments (Meyer & Rowan 1977: 358). Our findings
indicate that a more self-serving attitude often underlies PSF members decoupling activities,
which are aimed at taking unwarranted shortcuts or at increasing gains. We therefore expect

decoupling to create misconduct-promoting conditions. See Proposition 3:

Proposition 3: The level of attention paid to decoupling activities will be positively

related to the level of misconduct in PSFs.
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Institutional maintenance. It is one of the core tenets of the old institutionalism in
organizational analysis that organizational norms have a tendency of becoming institutions in
their own right (Gouldner 1954; Selznick 1949, 1957; Stinchcombe 1997). Merton (1940)
provides a compelling description of this process: through sentiment-formation, emotional
dependence upon bureaucratic symbols and status, and affective involvement in spheres of
competence and authority, there develop prerogatives involving attitudes of moral legitimacy
which are established as values in their own right, and are no longer viewed as merely
technical means for expediting administration. One may note a tendency for certain
bureaucratic norms, originally introduced for technical reasons, to become rigidified and
sacred (p. 565). As a consequence, PSF members are not merely exposed to external
pressures for compliance, but to internal compliance pressures as well (Zucker 1987). They
are routinely confronted with an array of valorized, mythologized, and deeply embedded
organizational norms, which they are encouraged and even sanctioned to honor and obey
(Lawrence & Suddaby 20006). In spite of their rigidified and sacred character, such norms
are not self-perpetuating. They require continued institutional maintenance, a concept which
involves all institutional work activities aimed at supporting, repairing or recreating the
social mechanisms that ensure compliance (Lawrence & Suddaby 2006: 230).

Of all data, 18 percent was coded as institutional maintenance. This second-order
concept consisted of four first-order concepts, the first of which was monitoring (46 percent
of coded data), the direct observance of PSF member behavior in order to establish its degree
of congruence with organizational norms (cf. Beatty & Zajac 1994). Some consultancy firms,
for example, assigned a shadow consultant to members on delicate or difficult assignments,
which served to continuously monitor progress and quality. Lawyers mainly monitored

through the invoice system: the widespread use of meticulously specified invoices allows
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senior members to monitor the time juniors spend on an assignment and clients to manage the
cost of their litigations.

We called the second first-order construct screening (27 percent of coded data), the
application of selection criteria to avoid relationships that pose a high risk of kindling
misconduct (cf. Pettit 1996). Screening involves the ex ante examination of parties seeking a
contractual relationship with the firm, such as future employees or prospective clients (van
Oosterhout et al. 2006). It is a common institutional maintenance strategy in PSFs.

The third first-order concept to emerge from the data was purging (16 percent of
coded data), defined as cleansing the firm from those elements that induce misconduct,
usually employees or clients. Auditing firms were found to engage in purging considerably
more often than law or consulting firms. Auditors also indicated that they sometimes base
client purges purely on gut feelings. Ties with clients are then severed for no other reason
than that things did not feel right.

The fourth first-order concept we identified was sanctioning (11 percent of coded
data), the act of meeting organizational norm-breaking behaviors with punitive repercussions
(Tenbrunsel & Messick 1999). Although this definition appears to cover only one side of the
coin, we actually never found that firms explicitly rewarded compliant behavior. Although
our four first-order constructs are analytically distinct, sanctions usually preceded purging,
especially when sanctions alone turned out to be insufficient to reestablish compliant
behavior.

We expect institutional maintenance activities to have a dampening effect on
misconduct in PSFs. Although this expectation may be intuitively appealing, it is not true by
definition. Important work has recently been conducted on the normalization of misconduct
in organizations (Ashforth & Anand 2003; Brief et al. 2001). It is tempting to entertain the

thought that core organizational norms in PSFs have a more or less even chance of being
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misconduct-promoting or misconduct-dampening, such that institutional maintenance
activities could just as easily be preserving a system that is prone towards misconduct. But
organizational norms in any PSF are not selected by chance. Professionals vocational
training, the constraining role of the professions, and societal expectations all coalesce to
make the normative baseline in PSFs a set of misconduct-dampening norms, and make it
less likely that misconduct-promoting norms gain the upper hand all too easily. All effective
PSFs have misconduct-dampening norms at their core. As Stinchcombe has put it: The basic
postulate here is that organizations that work well do so by paying people to serve values, to

try to be competent, to conduct their business with integrity (1997: 16). See Proposition 4:

Proposition 4: The level of attention paid to institutional maintenance activities will

be negatively related to the level of misconduct in PSFs.

Coupling and maintenance activities are easily distinguishable surveillance structures:
coupling ensures compliance with field-level norms, maintenance with organization-level
norms. Virtually all PSFs use both forms of surveillance in combination, which raises the
question of how they interact. Prior research suggests that parallel surveillance systems send
a signal of mistrust to organizational members, which lowers their motivation to comply with
the prescribed norms (Cialdini 1996). Also crucial for PSFs is that systems that aim to control
PSF member behavior rather than promote their autonomy can produce feelings of tension
and pressure, decrease creativity and cognitive flexibility, and lower positive emotions
(Messick & Tenbrunsel 1999). Frey and Osterloh (2005) therefore suggest to take away some
of the power of sanctions and incentives in professional contexts, in order to decrease selfish

extrinsic motivation and increase intrinsically motivated corporate virtue (p. 96). We
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