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Summary 

This developmental paper argues for integrating rhetorical analysis with institutional theory 
as a complement to existing approaches to executive pay.  The paper briefly outlines the 
theoretical and methodological foundations of prevalent structural institutionalist approaches 
to the study of executive remuneration practices. It is argued that the quantitative methods 
typical of structural institutionalist studies are effective tools for mapping the diffusion of 
practices, but may not be able to give an account of the social construction of institutions.  It 
is suggested that institutional theory must re-engage with linguistic phenomena to explore the 
meaning of, and motivation for, the adoption of practices. Rhetorical institutionalism is 
presented as an approach that enables the analysis of language, meaning and motivation 
within an institution-theoretic context.  In recognising that the production of the rational 
myths required to sustain institutionalised practices depends on rhetoric, we can develop a 
more nuanced understanding of the legitimation of executive remuneration. 
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Introduction 

The aim of this paper is to explore and open up debates surrounding the importance of 
institutional theory for the study of Corporate Governance. In the context of increases in both 
the level and complexity of executive pay in the UK, a recent focus of interest within 
Corporate Governance has been the impact of the rapid diffusion of ‘pay-for-performance’ 
models of executive remuneration (The High Pay Commission 2011, The Department for 
Business Innovation and Skills 2011) on company performance and shareholder outcomes.  
The absence of unequivocal evidence for a strong correlation between the adoption of pay for 
performance models and company performance (Devers, Cannella, Reilly and Yoder 2007) 
suggests that the adoption of such models cannot be entirely explained as a result of 
principal-agent incentive alignment (Jensen and Meckling 1976). Importantly, it remains an 
open question as to how the configuration of executive compensation packages may invoke 
or reflect wider societal understandings of the value of performance-related pay. Whilst the 
relevance of institutional theory for ‘bringing society back in’ (Friedland and Alford 1991) to 
the explanation of an observed homogeneity of executive remuneration practices has long 
been acknowledged within macro-level population studies (Westphal and Zajac 1994), there 
is a growing recognition that the quantitative modelling approach typical of institution-
theoretic research may not adequately engage with the dynamic micro-processes that create, 
maintain and disrupt institutionalisation (Zilber 2008, Green, Li and Nohria 2009).  This 
paper argues that by developing the theoretical insights and qualitative research methods of 
an emergent rhetorical institutionalism (Suddaby and Greenwood 2005, Green and Li 2011), 
the legitimation of executive remuneration practices can be understood as an iterative, 
inherently rhetorical process of argumentation, in which competing institutional logics 
(Thornton, Ocasio and Lounsbury 2012) are constructed, contested and reconstructed by 
individual and collective actors, e.g. remuneration committees, investors and regulators. 

Structural Institutionalism  

Three core premises support the conceptual framework of institutional theory: (i) that 
institutionalisation is a form of diffusion phenomenon dependent on social construction 
processes that create, maintain and modify the rationalised myths (Meyer and Rowan 1977) 
and institutional logics (Friedland and Alford 1991) that constitute the historically contingent 
context for organisational legitimacy claims; (ii) that organisational practices are 
institutionalised to the extent that they become taken for granted (Zucker 1991) as legitimate 
by organisations and their key audiences (Greenwood, Oliver, Sahlin and Suddaby 2008); 
(iii) that the outcome of institutionalisation is an observable empirical homogeneity of formal 
practices across a focal population (DiMaggio and Powell 1983). In combination, the 
premises entail the following valid conditional argument: if institutionalisation has occurred, 
then the empirical manifestation will be a convergent set of homogeneous practices: the 
adoption of which is motivated by conformity to socially-constructed, taken for granted 
meanings.  It is in this manner that organisational practices become isomorphic with their 
institutional context (Meyer and Rowan 1977).    

Given the potential for other sources of social conformity pressure such as competitive 
isomorphism and resource dependency (Zucker 1991) to generate empirical homogeneity of 
practice, the presence of distinctly institutional processes can only be established with 
reference to the meaning of, and motivation for, practice adoption (Suddaby 2010).  Yet the 
dominant paradigm within the empirical study of institutional phenomena has been an 
implied structural functionalism or ‘structural institutionalism’ (Green and Li 2011) that 
deploys multivariate regression methods to model patterns of practice diffusion at a macro-
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population level.  Relying on the observation of increasing rates of adoption as an indicator of 
institutionalisation and the diffusion of ‘presumed’ institutional effects as evidence for the 
presence of underlying institutional processes (Greenwood et al 2008), social reality is 
effectively reconstituted by operationalizing it as sets of statistically correlated dependent and 
independent variables (Scott 1994).  The resultant quantitative-structural approach can 
identify important correlative relationships between elements of structure and the outcomes 
of social processes, such as the relationship between the density of network ties between 
executives (Westphal and Zajac 1997, Strang and Soule 1998) and the likelihood of practice 
adoption. Nevertheless, arguably it cannot directly disclose the meaning or motivation for 
adoption of a practice. Failure to attend to these processes of social construction underlying 
presumed institutional diffusion processes can obscure what is most distinctive in the 
institutionalist account (Suddaby and Greenwood 2005, Scott 2008). It also risks the logical 
fallacy of affirming the consequent (Merton 1967), i.e. asserting that a measurable 
homogeneity of practice can in itself be used to infer an instance of institutionalisation.   

The structural institutionalist approach has attempted to circumvent its inherent analytical 
reduction (Zilber 2013) of complex social processes by substituting material or structural 
proxy variables as signifiers for meaning and motivation, and by including appropriate 
control variables to establish the reliability and validity of its explanatory models.  This 
substitution is performed under the assumption that language, meaning and motivation can be 
mapped onto elements of organisational structure (Green and Li 2011) in such a manner that 
structural elements can be reliable indicators of institutionalisation (Weber, Patel and Heinze 
2013).  However, there is a concern that the mapping of meaning and structure is predicated 
on theorised relationships that invoke weakly operationalised proxy variables (Boxenbaum 
and Jonsson 2008) resultant of a process of context stripping (Guba and Lincoln 1994).  This 
limitation is particularly significant for studying processes of institutionalisation, as the wider 
societal myths and logics critical to the explanatory force of institutional theory are difficult 
to capture in the form of proxy variables.   

The attempt to resolve the issue of meaning and motivation within the structural 
institutionalism tradition is predicated on two key assumptions: that institutionalisation can 
be studied as a discrete, observable property of structures and practices, and that structural 
variables can signify meaning in a reliable, stable manner.  However, given the premise that 
institutionalisation is a process contingent on the social construction of meaning, the 
multivariate models remain ‘blunt instruments’ (Suddaby 2010): quantitative methods can be 
effective tools for mapping the diffusion of observable outcomes across a population, but do 
not give an account of the dynamic, social construction of institutions.  The macroscopic 
focus of structural institutionalism tends to treat the process of institutionalisation as a ‘black 
box’ that omits the agents who promote or inhibit diffusion (Zilber 2013). In doing so this 
focus either ‘brackets’ the fact that diffusion is the socially mediated spread of a practice 
within and across a relevant population; or, as in social network theory, it can reduce 
diffusion to the mechanical, ‘point-to-point’ transfer of practices through network channels 
(Strang and Meyer 1993). To attend to the complex, micro-level dynamics of institutional 
construction, maintenance and disruption (Zilber 2008), research needs to engage with the 
empirical practices of diffusion, i.e. it needs to attend to rhetorical argumentative forms that 
are employed both in promoting and justifying practice adoption and in constructing 
collective social identities (Pouthier, Steel and Ocasio 2013) as a basis for the legitimation of 
practices. 
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The tensions that arise within the structural institutionalism tradition are the result of an 
attempt to achieve a unidirectional reduction of a complex social process into simple, 
atomistic elements to facilitate the implementation of mathematically-tractable models of 
diffusion.  The structural institutionalism tradition combines this reductionist move with the 
foregrounding of just one of the three core themes of institution theory, i.e. homogeneity of 
practice, at the expense of the principles of taken-for-grantedness and social construction, and 
creates a distorted view in which the degree of homogeneity of a practice becomes 
synonymous with the degree of its institutionalisation.  Burke (1969) offers a vocabulary with 
which to articulate this problem: in the structural institutionalism tradition, practice 
homogeneity is incorrectly proposed as a representative anecdote for institutionalisation, 
where an anecdote denotes the core story or narrative that underlies the content or 
terminology of a discourse (Brummett 1999). Though the ‘practice homogeneity’ anecdote 
can be informative of patterns of diffusion, it is not representative of a process of 
institutionalisation: the convergence of practices is not, in fact, the core or whole story of 
institutional theory.  Instead, a representative anecdote for institutionalisation must have a 
basis in linguistic phenomena and social meaning if it is to capture the distinctive aspects of 
institutional theory.  This paper will attempt to explore further the possibilities of such a 
linguistic based approach as an adjunct to the more prevalent macroscopic approaches. 

Rhetorical Institutionalism  

In doing so, we are returning to the fundamentals of institutional thinking. The importance of 
language and discourse was clearly recognised in early theoretical statements of institutional 
theory, in which the evolution of organisational vocabularies was regarded as the most 
important aspect of isomorphism with the institutional environment (Meyer and Rowan 
1977).  The integration of rhetorical analysis with institutional theory, as recommended by 
Suddaby and Greenwood (2005), Green and Li (2011), provides a way to systematically 
extend the analysis of language and discourse within the institution-theoretic context.  The 
resultant rhetorical institutionalism recognises that the production of the institutional myths 
(Meyer and Rowan 1977) required to create and sustain institutionalised practices requires 
that organisations and their employees engage in rhetoric as a way of providing convincing 
accounts in support those practices (Alvesson 1993, Hasselbladh and Kallinikos 2000). The 
rhetorical nature of argumentative discourse concerning executive pay is not intended to 
denote a cynical use of ‘empty rhetoric’: rather it is a recognition that the legitimation of 
remuneration practices is inherently ambiguous due to information asymmetry between, for 
instance, shareholders and boards of directors and the difficulty of establishing clear, 
auditable chains of influence linking executive performance or actions to aggregate company 
outcomes.  The problems of cognitive limits to knowledge, ambiguity of action and the 
uncertainty of causal-explanatory models means that rhetoric and symbolic action are at the 
core of how individuals and organisations legitimise practices (Alvesson 1993) to relevant 
audiences through rhetorical ‘naming and framing’ contests (Green and Li 2011) about who 
gets to do what, for what purpose, in which way and in what settings.   

Rhetorical theory provides the tools required to study the ‘practical reason’ manifested in the 
concrete, historically-situated public performance of discourse (Charland 1999).  The 
rhetorical arguments employed by agents draw on institutional logics (Friedland and Alford 
1991) that constitute the historically contingent, socially constructed beliefs, rules and 
practices by which individuals produce, reproduce and provide meaning to social reality and 
legitimacy for organisational practices (Thornton et al 2012).  However, the relationship 
between rhetorical argument and institutional practices is neither unidirectional nor 
deterministic: as much as rhetorical argument stabilises existent practices, it also provides an 
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arena for contradiction and conflict, and hence institutional change (Phillips, Lawrence and 
Hardy 2004). The focus of rhetorical institutionalism is not the mere description of 
institutional logics and societal discourses: it is the investigation of the dynamic, agonistic 
unfolding of ‘institutional work’ (Lawrence, Suddaby and Leca 2009) through the analysis of 
rhetorical strategies and devices.  Institutionalisation is conceived of as an iterative process of 
construction and reconstruction of arguments that mirrors the ‘cycloidal’ path of a stone on a 
wheel, with periods of increasing taken for grantedness alternating with periods of conflict 
and contestation.   

Conclusion  

The continuing development of rhetorical institutionalism offers an opportunity to engage 
with the microfoundations of institutional processes and disclose the ways in which 
individuals and organisations are sophisticated managers of rhetorical and symbolic resources 
(Suddaby 2010).  The focus on agents as rhetors allows institutionalisation to be investigated 
as a dynamic, contested process, whilst the analysis of the role of wider societal and 
institutional logics ensures that empirical research is firmly situated in the exigencies of 
particular historical contexts.  We explore in this paper how the application of a rhetorical 
institutionalism approach will facilitate a more nuanced understanding of the legitimation of 
executive remuneration by foregrounding the dynamic use of rhetorical devices addressing 
particular audiences at particular points in time. 

Note: In preparation for the presentation and discussion at the conference, the authors are 
planning to present further details of the way in which forms of rhetorical analysis can be 
integrated with institutional theory to support the analysis of meaning and motivation.  This 
will contribute to debate in an increasingly significant area of research that seeks to explore 
the communicative bases of institutional phenomena.  
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