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Abstract

Using Pennsylvania State University’s responses to an identity threat, this article 
discusses the social construction of organizational identity as a negotiated out-
come between various stakeholders. The authors propose four main charac-
teristics of the social construction of organizational identity—intentional, 
temporal, relational, and external—that extend Ran and Duimering’s demar-
cation of two identity construction processes: the linguistic and the social 
construction. The authors also provide some guidance for public institutions, 
universities, or nonprofit organizations as they construct, maintain, and nego-
tiate a positive identity in the context of threatening changes.

Keywords

organizational identity, social construction, sense-giving, sense-making, sense-
exchanging

“Who are we” is a question that organizations are continuously examining 
and reflecting on, especially during the turmoil of environmental changes 
that might threaten an organization’s central, distinctive, and enduring char-
acteristics that define its identity (Albert & Whetten, 1985). For example, the 
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2008-2009 economic recession placed fiscal stress on public, nonprofit, and 
private organizations. This unforeseen environmental change, signaled by 
falling revenues at the local, state, and federal levels, has especially threatened 
the existence and legitimacy of organizations reliant on government funding, 
leading these organizations to reexamine and negotiate their identities in rela-
tion to their internal and external environments. Situations such as this provide 
a good opportunity to study how organizations socially construct their identi-
ties via negotiations with their stakeholders to influence how external con-
stituents evaluate their legitimacy (Suchman, 1995), which in turn affects the 
ability of organizations to access needed human and material resources for 
their survival (Pfeffer & Salancik, 1978). This article will focus on the charac-
teristics of how organizations answer the question of “who are we” and socially 
construct their identity via negotiations with organizational stakeholders.

In the following sections, we will first review and extend theoretical argu-
ments on the nature of organizational identity and identity construction with 
the focus on how identity threats impose an urgent need for stakeholders to 
reexamine the core characteristics of an organization. Next, using an example 
of how Pennsylvania State University (PSU) responded to an identity threat 
and negotiated with state and federal governments on its public nature as a 
central, distinctive, and enduring characteristic, we will discuss the social 
processes of identity construction and propose a framework to understand the 
characteristics of this social process. Finally, we will discuss the implications 
of our findings for public and nonprofit organizations to construct, negotiate, 
and maintain a positive image or identity in a tumultuous environment.

Organizational Identity: Central,  
Distinctive, and Enduring Characteristics
The concept of organizational identity was originally proposed in the literature 
to refer to those features of an organization that are central, distinctive, and 
enduring (Albert & Whetten, 1985). However, this definition raises theoretical 
questions related to the particular point of view or perspective from which an 
organization’s identity is defined. Because different stakeholders perceive, and 
conceive of, the same organization differently, organizations may be viewed as 
having multiple identities depending on the perspective taken (Harrison, 2000; 
Pratt & Foreman, 2000). Based on this observation, later researchers proposed 
several closely related constructs to account for diverse perceptions and points 
of view (Porter, 2001; Whetten & Godfrey, 1998). For example, Dutton, 
Dukerich, and Harquail (1994) distinguished among collective identity, 
perceived organizational identity, organizational reputation, and construed 
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external image, whereas Gioia and Thomas (1996) noted that the term identity 
has generally been used in the literature to refer to the perceptions of internal 
stakeholders, while reputation and image have been used to refer to the per-
ceptions of outsiders.

As the organizational identity literature expanded, scholars sought to clarify 
different theoretical understandings and sort through overlapping terminology 
(Corley et al., 2006; Elstak, 2008; Ravasi & Schultz, 2006; van Rekom, 
Corley, & Ravasi, 2008; Whetten, 2006). Though identity scholars agree that 
an organization’s identity becomes important when it faces the question “who 
are we as an organization,” there are distinct theoretical differences about how 
organizations answer that question. Ravasi and Schultz (2006) have identified 
two camps in the debate over organizational identity: those who see organiza-
tional identity as a social construction and those who see organizational iden-
tity as an essential characteristic of a social actor—the organization. Corley 
et al. (2006) acknowledged a similar divide among those who believed orga-
nizational identity represents a metaphorical characteristic—that identity is a 
social construction—and those who see identity as phenomenological—a tan-
gible attribute of a social actor. Whetten (2006) recognized the contributions 
of the metaphorical treatment of organizational identity but supported the 
social actor viewpoint. Understanding an organization as a social actor helps 
define identity claims and identity referent discourse and separates identity 
from culture, image, and identification (Whetten, 2006). Elstak (2008) rec-
ognized the two perspectives—calling them social constructionist and insti-
tutionalist—and called for more emphasis on empirical testing through the 
institutionalist, or social actor, optic.

Specifically, the main tenets of the social actor camp focus on what orga-
nizations claimed as their central, enduring, and distinctive characteristics 
(Ravasi & Schultz, 2006). Organizational leadership uses a sensegiving pro-
cess that identifies for organizational members what characteristics make up 
the organization’s identity. Whetten (2006) outlined three core features he 
believed would help clarify the social actor viewpoint. First, not all identity 
claims signify organizational identity. Claims of one characteristic (such as 
distinctiveness) only relate to identity when they possess the other two char-
acteristics (such as central and enduring). Second, only the identity of an orga-
nization matters; identities of members in organizations should be addressed 
separately. The question of who speaks for an organization is answered by the 
fact that organizational members assume a different perspective when speak-
ing on behalf of the organization. Third, organizational identity is not organi-
zational image or organizational culture; identity referent discourse only occurs 
in certain circumstances. Czarniawska (1994) asserted that organizational 
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identity is analogous to individual identity, based on which organizational nar-
ratives and autobiographies constitute organizational identity claims. These 
narratives are similar to Whetten’s identity claims from member agents acting 
on behalf of the organization. From the social actor perspective, identity claims 
from leadership and management influence organizational members’ under-
standings of the organization’s central, enduring, and distinctive characteris-
tics (Ravasi & Schultz, 2006).

In contrast, the social constructionist perspective believes organizational 
identity is the result of members’ collective perceptions and shared under-
standings of what characteristics are central, distinctive, and enduring (Ravasi 
& Schultz, 2006). Internal and external changes lead organizational members 
to periodically update their perceptions about an organization’s identity. During 
periods of organizational change, members are required to make new sense 
of an organization’s existing identity. These understandings can coincide 
with management’s identity claims, but members form them independently. 
Dutton and Dukerich’s (1991) examination of the Port Authority showed how 
external changes challenged employees’ perceptions of their organization’s 
identity and led them reconsider the organization’s identity. Gioia and Thomas 
(1996) identified management’s creation of a future image as a stimulus that 
destabilized a university’s identity to aid them in interpreting events relating 
to the organization as strategic or political. Alvesson and Empson (2004) also 
understood organizational identity as a result of broad agreement in the way 
organizational members perceive key characteristics of the organization. Hatch 
and Schultz (2008) interpreted organizational identity as a dynamic entity—
stakeholders constantly reassess the characteristics of an organization, thereby 
ensuring the identity of the organization is in flux. From the social construc-
tionist perspective, organizational members use a sensemaking process through 
their identity claims to collectively construct what characteristics are central, 
distinctive, and enduring.

Despite these theoretical differences, organizational identity scholarship has 
called for an integration of these two perspectives to increase organizational 
identity’s utility (van Rekom et al., 2008). In an effort to incorporate both 
lenses, some scholars have put forth the idea that organizational identity is a 
result of members’ collective interpretations of the identity claims made by the 
organization as a social actor (Elstak, 2008; Ran & Duimering, 2007; Ravasi & 
Schultz, 2006). Ravasi and Schultz (2006) understood “organizational identities 
as dynamically arising from the interplay between identity claims and under-
standings” (p. 436). Ran and Duimering (2007) theorized that

Organizational identity is related to the way people classify an organi-
zation into social or conceptual categories. Some of these categories 
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may refer to what people perceive as an organization’s attributes; other 
categories refer to the social or organizational groups in which the orga-
nization is perceived to be a member. (p. 163)

This relationship represents sensegiving (how organizational leaders con-
struct identity through identity claims), sensemaking (how organizational 
members interpret what those claims and external events mean regarding 
identity), and sense-exchanging (how organizational stakeholders’ percep-
tion and interpretation further construct and contribute to the identity consen-
sus). Clearly, more extensive incorporation of the social actor perspective and 
the social constructionist perspective across organizational identity literature 
may allow for more empirical testing (Elstak, 2008). More empirical testing 
could determine how closely identity claims and member conceptions coin-
cide (Ravasi & Schultz, 2006), which will further strengthen the link between 
these two perspectives. To frame the connection between theoretical perspec-
tives in terms of identity construction and members’ conception of identity 
claims, or sensegiving, sensemaking, and sense-exchanging, we need to further 
explore organizational identity construction and identity threat literature, which 
we turn to next.

Identity Construction via Identity  
Claims When Facing Threats
Understanding how organizations respond to identity threats provides strong 
evidence about how members’, management’s, and other stakeholders’ iden-
tity claims interact to construct a consensus of organizational identity. 
Identity threats are situations in which the organizational characteristics gen-
erally understood as central, distinctive, and enduring are challenged, sub-
sequently provoking strong reactions from organizational members (Jacobs, 
Christe-Zeyse, Keegan, & Polos, 2008). Many theorists have examined sense-
giving or sensemaking identity processes that connect top management with 
organizational members and external stakeholders (Corley & Gioia, 2004; 
Elsbach & Kramer, 1996; Ginzel, Kramer, & Sutton, 1992), but more research 
is needed on the sense-exchanging process, whereas different conceptions of 
organization are negotiated to socially construct the identity of an organization. 
Organizational identity also comes to the fore when an organization faces 
difficult “fork-in-the-road choices” (Whetten, 2006, p. 221) whose decisions 
could fundamentally redirect the organization. Situations such as organizations 
facing threats to their identity and their continued legitimacy represent these 
fork-in-the-road choices. Understanding how organizations respond to iden-
tity threats via identity claims and how stakeholders perform sensegiving, 
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sensemaking, and sense-exchanging acts helps create a foundation for com-
bining the social actor and social constructivist perspectives.

For example, Ginzel et al. (1992) explained how organizational leadership 
negotiated with organizational members regarding the content of organiza-
tional identity claims to deal with identity threats. Elsbach and Kramer (1996) 
looked at how organizational members made sense of identity threats in the 
form of school rankings. By recategorizing their schools to highlight more 
favorable characteristics, members focused on different aspects of organiza-
tional identity than those highlighted in the rankings. Members neither tried 
to influence external conceptions nor change internal characteristics—rather 
they conceived similarities between their organization’s identity and positively 
regarded identity characteristics of other universities.

Ravasi and Schultz (2006) understood identity claims (sensegiving) and 
member interpretations (sensemaking) as parts of the organizational identity 
construction process. This represents a new contribution to the relatively 
sparse organizational identity construction literature (Alvesson & Empson, 
2004; Dhalla, 2008; Ran & Duimering, 2007). As a result of this theoretical 
gap, recent organizational identity literature has attempted to describe how 
organizations construct their identity. Some researchers have tried to create 
frameworks for understanding the process of organizational identity construc-
tion (Corley & Gioia, 2004; Scott & Lane, 2000). Scott and Lane (2000) pro-
posed that managers and stakeholders have reciprocal relationships in which 
they interpret organizational activities, create organizational images, and 
respond to feedback. Corley and Gioia (2004) described the steps an organi-
zation goes through as it changes its identity and constructs a new identity. In 
their study, due to confusing messages from organizational leaders and legally 
imposed communication restrictions, employees were unable to make sense 
of, or to clearly perceive, the new organization’s identity. This lack of clarity 
created a climate in which strong identity construction became necessary. 
Accordingly, leaders reacted to the sensegiving imperative with increased 
communication about the organization’s identity and constructed its identity 
in a three-step process—identity ambiguity, identity change context, and sense-
giving imperative.

One important framework proposed by Ran and Duimering (2007) explicitly 
focused on identity construction via identity claims. By critically analyzing the 
essentialist assumptions underlying most identity conceptions, they proposed 
that rather than assuming the existence of a fixed set of essential properties 
that constitute an organization’s identity independent of stakeholder interest 
or point of view, it will be more fruitful to study how stakeholders use lan-
guage to construct identity in accordance with their own interests. Identity 
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claims, they argued, do much more than simply classify organizations as mem-
bers of conventional, institutionalized social, or industrial categories. Identity 
claims establish an idiosyncratic system of value-laden categories; position the 
organization positively or negatively within these categories; project images 
of identity movement and transformation; construct past, present, and future 
identities; and define the organization in terms of categories reflecting its 
actions and interactions with other individuals or organizations whose identi-
ties are also constructed through the identity claims. They proposed two dis-
tinctive yet interdependent processes of identity construction, the linguistic 
construction and the social construction:

Because organizations are social constructions, the attributes deemed to 
constitute their identities reflect the outcome of a negotiated social pro-
cess of claims and counterclaims made by diverse organizational stake-
holders, potentially resulting in a degree of consensus around a particular 
version of an organization’s identity (Berger & Luckmann, 1966). As an 
explicit attempt to define an organization’s official identity, a mission 
statement is only one claim among others that may or may not articulate 
or influence stakeholders’ perceptions of the organization. Imaging (the 
linguistic construction) and the social construction of organizational 
identity, therefore, reflect interdependent but different processes that 
function on different timescales and reflect different theoretical units of 
analysis. (Ran & Duimering, 2007, p. 180)

However, the framework that Ran and Duimering (2007) proposed is exclu-
sively focused on the linguistic construction of organizational identity while 
leaving social construction unexplained. They called for further studies of 
social construction processes, the process of sense-exchanging, “to explore 
the language used to socially construct organizational identity in situations in 
which various stakeholders with competing points of view disagree on how 
to categorize an organization” (Ran & Duimering, 2007, p. 181) and to 
“examine how the identity claims of diverse constituents interact and change 
as a particular version of an organization’s identity becomes institutionalized 
over time” (Ran & Duimering, 2007, p. 181).

Corresponding to Ran and Duimering’s (2007) call for more study on the 
social construction of organizational identity, Dhalla (2008) proposed multiple 
factors that organizations could manipulate or control during identity construc-
tion (e.g., media, awards, rankings, and communications, board, managers, 
and human resource management practices). Similarly, Alvesson and Empson 
(2004) identified four substantive qualities targeted during the construction of 
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an organizational identity. These qualities—an organization’s knowledge, 
management and members, personal orientation of members, and external 
interface—help an organization construct its identity as it changes over time. 
Although these studies laid a solid foundation toward a better understanding 
of the factors that influence the social construction of organizational identity, 
scholars are still not as clear about the processes of social construction as com-
pared with linguistic construction. What are the characteristics of the social 
construction of organizational identity? How are identities socially constructed? 
Building on the current knowledge of identity construction, this article explic-
itly studies the characteristics of the social construction of organizational iden-
tity via identity claims when an organization is facing an identity threat.

In this article, we longitudinally examine PSU’s response to an identity 
threat when PSU’s state appropriation for 2010 was drastically reduced and 
Pennsylvania’s governor made claims about PSU’s identity as nonpublic uni-
versity. Identity claims from key external stakeholders (the state government) 
forced PSU to interrogate whether a public character was really part of PSU’s 
organizational identity. University leadership and organizational members, 
from students to concerned Pennsylvanians, responded to the threat with their 
identity claims and identity conceptions about who PSU is as a university. 
Through this lens, we propose four characteristics of this social construction 
when identities are dynamically constructed in response to threats through the 
sense-exchanging process of identity claims and counterclaims.

A Narrative History of  
PSU’s Identity Negotiation
PSU has 24 campuses with more than 92,000 students, 77% of whom are 
from the state (PSU, 2009c). PSU’s unique history is a result of both its inde-
pendence from and reliance on Pennsylvania’s state government. A special 
act of the Pennsylvania legislature in 1855 described PSU as “the instrumen-
tality of the Commonwealth to perform the essential governmental functions 
of education” (PSU, 2002, p. C-1). In 1863, Pennsylvania selected PSU as the 
state’s only Land-Grant university and established a source of revenue that 
went directly and only to PSU (PSU, 2009a). PSU, in turn, agreed to keep 
tuition affordable for average citizens and to provide benefits for the state 
through teaching, research, and public outreach (PSU, 2009b). However, in 
the last half of the 20th century, as the cost of higher education increased, 
PSU began relying on tuition and fees as its main revenue source while state 
appropriations decreased to just 25% of PSU’s general budget (Spanier, 
2004). Because of this changing financial relationship with the state, PSU 
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began identifying itself with “state-related universities” like the University of 
Pittsburgh and Temple University. At the same time, state appropriations began 
to favor 14 state-owned universities, rather than PSU. State-owned universities 
are in the Pennsylvania State System of Higher Education (PASSHE). Their 
trustees are appointed by the governor and their budgets are wholly controlled 
by the state government (PASSHE, 2009).

The 2008-2009 recession forced Pennsylvania’s government to make dras-
tic budget reductions to balance the state’s budgets for fiscal years 2009 
(FY2009) and 2010 (FY2010). In December of 2008, Pennsylvania’s govern-
ment eliminated US$500 million in FY2009 appropriations to close its budget 
gap (Governor’s Budget Office, 2008). In response to fears of revenue 
shortfalls in February of 2009, Governor Rendell demanded US$500 million 
further cuts in FY2010 budget. Although FY2010 began on July 1, 2009, 
political battles over these extra funding cuts delayed passage of the state’s 
budget and forced Pennsylvania to operate without a FY2010 budget for 101 
days. Finally, on October 9, 2009, the legislature passed, and Governor 
Rendell signed the state’s FY2010 budget (Governor’s Budget Office, 
2009a). Despite passing the budget, the legislature only finalized PSU’s state 
appropriation on December 17, 2009 (Penn State Live, 2009d), 172 days late. 
During this budget dilemma, actions and statements from Governor Rendell’s 
administration created questions about the status of PSU’s state funding and 
the nature of PSU’s identity as a public institution, forcing various PSU stake-
holders to continually construct and negotiate PSU’s identity in response to 
the identity threats.

We collected and analyzed the representative identity claims authored and 
initiated by all major stakeholders of PSU during this period. Data included 
PSU’s official publications (statements and documents from PSU’s President, 
Spanier, press releases, statistics, an institutional history, mission statements, 
and other identity information about PSU); budget information from Governor 
Rendell’s Office of the Governor website; members of Congress’ identity 
claims on PSU’s identity; news coverage from Pennsylvania’s major newspa-
pers (The Philadelphia Inquirer and Pittsburgh Post Gazette) and newspapers 
that circulate in close proximity to PSU (Centre Daily Times and The Daily 
Collegian); news readers’ comments from PSU students, PSU alumni, con-
cerned Pennsylvanians; and finally, influential blogs from students, alumni, and 
other Pennsylvanian residents, which offered extended identity conceptions.

To build a narrative history of how PSU negotiated and responded to gov-
ernmental challenges to PSU’s public identity with its major stakeholders, we 
divided the timeline into 3 segments. From December 1, 2008 to February 4, 
2009, PSU responded to a US$20 million budget cut in the middle of FY2009. 
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Between February 4, 2009 and June 25, 2009, PSU’s community responded 
to Governor Rendell’s initial FY2010 budget plan. Finally, after June 26, 
2009, leaders and members addressed PSU’s identity when a second, larger 
cut reduced PSU’s FY2010 state appropriation and PSU was excluded from 
the state’s application for federal stimulus funds.

December 2008 Budget Cuts
As part of US$500 million state-wide budget cuts in December 2008, Governor 
Rendell reduced PSU’s FY2009 state appropriation by 6.0% from US$338 
million to US$318 million (Governor’s Budget Office, 2009b). This is the 
first stage in PSU’s identity crisis, although the conflict had not yet been 
framed in terms of PSU’s public character. The state government addressed 
the FY2009 budget shortfall without changing its claims about the public 
nature of PSU. However, Governor Rendell laid the groundwork for future 
claims about PSU’s identity by emphasizing that though independent agencies 
like PSU could not be directly controlled by states, they needed to help the 
state navigate the economic crisis by spending less, which later became a 
point of contention between PSU and Rendell administration.

PSU’s President Spanier addressed Rendell’s midyear budget freeze in a 
speech to the PSU community on January 7, 2009. Spanier reiterated that PSU 
relied on Commonwealth appropriations and tuition as the main sources of 
funding for educational costs throughout the University. He assured the PSU 
community that the state funding cut was temporary. Spanier believed PSU’s 
FY2010 appropriation hearing would enable PSU to restore funding to its 
original FY2009 level—US$338 million. He also dismissed the idea that PSU 
would resort to tuition increases to replace lost state funding (Spanier, 2009a).

Based on Spanier’s statements, PSU did not classify this budget cut as a 
legitimate threat to PSU’s identity. Accordingly, PSU’s conception of its orga-
nizational identity remained rooted in its history as a semipublic institution. 
Spanier noted that “some of Penn State’s budget comes from the Commonwealth 
of Pennsylvania’s appropriations” and that the rest of PSU’s funding comes 
from tuition (Spanier, 2009a). This statement allowed the importance of state 
funding for PSU to remain ambiguous. Similarly, although Spanier believed 
“a cut of this magnitude [would] be felt University-wide” he assured students 
that the administration did “not feel it appropriate to plan on a tuition increase 
for next year” (Spanier, 2009a). Although difficult to deal with, this budget 
freeze did not seem to threaten the University’s legitimacy nor call into ques-
tion its nature as a public or private institution. Because Spanier promised to 
“continue to operate Penn State as seamlessly as possible,” it is clear that the 
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administration felt no reason to reevaluate their identity conceptions regard-
ing PSU’s public character (Spanier, 2009a).

Likewise, other stakeholders did not find Rendell’s midyear budget freeze 
or Spanier’s January speech as reason to reevaluate their conception of PSU’s 
organizational identity. A lack of comments from PSU students, alumni, or 
Pennsylvanians on news stories or PSU-related blogs shows that PSU’s iden-
tity had not been threatened and members did not feel a need to create new 
identity understandings. However, over time, as external economic condi-
tions worsened and the Rendell administration’s construed external image of 
PSU deteriorated, the PSU community began to perceive a threat to the uni-
versity’s identity.

February 2009 Budget Cuts
The first legitimate threats to PSU’s identity occurred after Governor Rendell’s 
FY2010 budget proposal on February 4, 2009. Governor Rendell requested 
that PSU receive US$318 million—6%, or US$20 million, less than PSU was 
initially awarded at the beginning of FY2009 (Governor’s Budget Office, 
2009b). Different from all the state-related universities who received 6% 
reductions in their FY2010 appropriation, state-owned universities had their 
FY2010 appropriation request restored to its initial FY2009 amount. Rendell’s 
decision to cut PSU’s budget and restore the budget of state-owned schools 
clarified Pennsylvania’s interpretation of PSU as decidedly not state owned. 
A state spokesman said that Rendell “felt that the 14 state system schools 
[had] done a better job in containing their costs and minimizing the increase 
in tuition” (Cirilli, 2009). Furthermore, Rendell excluded PSU students from 
receiving tuition benefits under the state’s Tuition Relief Act and only allowed 
students at state-owned universities to receive these tuition breaks. Rendell 
justified PSU students’ exclusion on the grounds that state-related universities 
“are not fully public universities” because the state does not control tuition 
and other financial decisions (Schackner, 2009). These identity claims threat-
ened PSU’s public character and caused PSU administrators and students to 
reevaluate their conceptions about the university’s identity.

PSU’s administrators believed Governor Rendell’s FY2010 budget cut of 
US$20 million represented a legitimate threat to PSU’s identity. As a result, 
PSU’s administration reconsidered its conception that PSU operated as a pub-
lic institution. In a March budget hearing at the state legislature, Spanier “wor-
ried about the structural problem within the budgets that may exist one or two 
years hence” if PSU’s appropriation was not brought back to its initial FY2009 
level (Penn State Live, 2009a). State support, according to Spanier, constituted 
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a major reason for PSU’s ability to operate. President Spanier also questioned 
the viability of PSU’s largest public outreach program—the PSU Cooperative 
Extension. Without a specific line item in the state’s budget, Spanier worried 
that the extension’s agricultural research, which “is so important to Penn State 
and the Commonwealth” (Penn State Live, 2009a), would suffer. Spanier clas-
sified this public service program as a vital part of PSU’s public identity.

In February, students reacted to PSU’s budget cut with concern that it threat-
ened their ability to attend school. At a rally in PSU, student leaders called for 
the state to restore PSU’s budget and to include PSU students in the Tuition 
Relief Act (Cirilli, 2009). One senior student leader claimed that Rendell’s 
actions threatened to send PSU students into a “dark period” and showed 
“blatant ignorance in excluding Penn State students” (Cirilli, 2009). Another 
worried that higher tuition could prevent future Pennsylvanians from attend-
ing PSU in the future. Their collective interpretation of Rendell’s actions 
showed that they perceived state funding as a main component of the public 
nature of PSU’s identity. Without financial support from the legislature, stu-
dents questioned what kind of university they really attended.

June 2009 Budget Cuts and Exclusion  
of PSU From State Fiscal Stabilization Fund (SFSF)
As Pennsylvania’s economy worsened, Governor Rendell requested US$500 
million more spending cuts in FY2010 spending and reduced PSU’s appro-
priations request by a further US$40 million, dropping PSU’s funding to US$277 
million—12.8%, or US$60 million less than FY2009 (Governor’s Budget 
Office, 2009c). Simultaneously, Rendell excluded PSU from Pennsylvania’s 
application for federal SFSFs—meaning the university would have no fed-
eral funds to replace reduced state funding. These two actions constituted the 
strongest threats to PSU’s identity as a public university. Rendell’s justifica-
tions for these steps and the ramifications of his decision forced administra-
tors, students, and unaffiliated Pennsylvanians to reconsider their conceptions 
about PSU’s central, distinctive, and enduring characteristics.

The federal government intended for states to use SFSF to prevent budget 
cuts to primary, secondary, and higher education. When rationalizing which 
institutions of higher education would receive funding, Pennsylvania took the 
position that

The Commonwealth’s “state-related universities” are excluded from all 
calculations for purposes of the State Fiscal Stabilization Fund. While 
these four institutions receive limited taxpayer support, they do so 
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through a “non-preferred appropriation” which is defined as “an appro-
priation to any charitable or educational institution not under the abso-
lute control of the Commonwealth.” (Rendell 2009, p. 14)

Rendell’s decision to exclude PSU and state-related universities from 
SFSF represented the belief that these schools were nonpublic universities 
because they are not “under the absolute control of the Commonwealth” (Rendell, 
2009, p. 14). Rendell manipulated the SFSF application as an attempt to rem-
edy Pennsylvania’s FY2010 budget crunch. By replacing US$54 million of 
state funding for state-owned universities with US$54 million in SFSF, Rendell 
kept state-owned universities fully funded to their FY2009 level (Governor’s 
Budget Office, 2009b). At the same time, by excluding state-related universi-
ties such as PSU from the SFSF application, the Governor ensured that these 
universities would not receive federal support to replace reduced state funding.

In response to Governor Rendell’s June actions, PSU’s administrators 
reevaluated their conception of PSU’s central, distinctive, and enduring char-
acteristics. One PSU spokesperson reinforced the importance of state funding 
for PSU when they qualified Rendell’s actions as “a catastrophic cut to the 
university” (Schackner, 2009). President Spanier penned a letter to Secretary 
of Education, Arne Duncan, and asked him to deny Pennsylvania’s application 
for SFSF. Spanier appealed to the spirit of the American Recovery and 
Reinvestment Act (ARRA), noting that SFSF funds intended to aid students at 
universities supported by state tax revenue. The language of the SFSF, they 
noted, allowed federal money to be used to support public institutions, and 
state-related universities are under this umbrella, arguing that classifying PSU 
as a “nonpublic” university because it is not under the absolute control of the 
state is arbitrary and destructive (Spanier, 2009b).

As PSU’s community digested Rendell’s US$60 million budget cuts, PSU’s 
institutional identity conception continued to develop. On July 1, PSU’s offi-
cial news source worried that without federal stimulus funds, Rendell’s budget 
cuts would cause “dramatic changes in the character of Penn State and the 
way it operates or a massive tuition increase for students” (Penn State Live, 
2009b). In accordance with Spanier’s letter to Duncan, PSU asserted that the 
Governor’s exclusion of PSU from SFSF amounted to a declaration that PSU 
was no longer a public university (Penn State Live, 2009e). PSU refuted 
Rendell’s claim by citing its long history of service to the state and its people, 
legislative actions, legal decisions, and the University’s founding as the only 
Land-Grant institution in Pennsylvania in 1860s (Penn State Live, 2009b).

Budget cuts also threatened PSU’s tuition structure—something adminis-
trators perceived as an important marker of PSU’s public identity. If the state 
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legislature passed a version of the budget that included US$60 million reduc-
tions to PSU’s funds, then the Board of Trustees would have implemented 
tuition increases of 9.8% for some students (Penn State Live, 2009e). An increase 
in tuition would make PSU more reliant on private funds rather than public 
funds. Importantly, a defining part of PSU’s public nature was its affordability 
and accessibility to Pennsylvania students. Under the Land-Grant Act, PSU 
agreed to make an education affordable to those of “average financial means” 
and PSU carried this task as its central, enduring, and distinctive characteristic 
(PSU, 2009a).

Strong identity threats in the form of June budget cuts and exclusion from 
the SFSF application also prompted many organizational members to reinter-
pret their conceptions of PSU as a public university. They voiced and negoti-
ated their identity conceptions collectively through various discourses. Some 
organizational members’ identity understandings reflected their belief that 
PSU was not a public university and PSU had strayed from its public mission. 
Others perceived that Pennsylvania’s actions negatively affected an important 
public institution.

Important governmental stakeholders also contributed their identity concep-
tion to negotiations about PSU’s public identity. Specific political concerns 
dictated the direction of these governmental actors’ identity conceptions. A 
total of 14 Congressmen asked Secretary of Education, Arne Duncan, to reject 
Pennsylvania’s SFSF application based on their belief that building on the 
university’s statutory and case law history, PSU as well as the other three 
“state-related” universities are public institutions and are qualified to receive 
federal funds under the intent of the SFSF. Furthermore, the congressmen 
intended to “shield students from tuition hikes” and worried “an arbitrary 
re-definition of these Universities as non-public, simply because the institu-
tions are not ‘under the absolute control of the Commonwealth,’ sets danger-
ous precedent” (Holden et al., 2009).

Similarly, the Department of Education’s (DOE) conceptions regarding 
PSU’s identity were directed by its desire to provide federal funds for institu-
tions of higher education affected by state budget shortfalls. The ARRA law 
mandated that federal funds be used to prevent tuition increases at public 
Institution of Higher Education (IHEs)—and the DOE’s conception of PSU 
as a public university allowed PSU to enact its lower tuition scenario. The 
DOE rejected Pennsylvania’s application for SFSF on July 15. By mandating 
that Pennsylvania resubmit its application and include PSU in calculations, 
the DOE claimed PSU was a public university. In an email from the DOE to the 
state, the DOE asserted that PSU had to be considered a public institution of 
higher education and was eligible to receive stimulus funding (Chute, 2009).
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An “End” to Identity Construction Under Threats

After the DOE’s decision to reject Pennsylvania’s SFSF application, PSU’s 
Board of Trustees decided to increase tuition by 4.5%, which represented the 
lower option of tuition increases as proposed by PSU’s Board of Trustees 
(Penn State Live, 2009c). PSU finally received its state appropriation on 
December 17, 2009, nearly 6 months after the fiscal year began. Including 
US$16 million of federal funds, PSU’s appropriation totaled US$334 million, 
just US$4 million short of PSU’s appropriation from FY2009 (Governor’s 
Budget Office, 2009a). Governor Rendell restored support to PSU and ended 
the threat to PSU’s identity as a public organization.

The Characteristics of Social  
Construction of Organizational Identity
As recognized in organizational identity literature, negatively construed exter-
nal images can affect an organization and its members so profoundly that they 
are forced to reexamine what they conceived were the organization’s cen-
tral, distinctive, and enduring characteristics. The threats associated with 
an agreed-on identity characteristic will strongly influence an organiza-
tion’s performance because its performance depends on perceptions of its 
legitimacy (Suchman, 1995), which in turn affects its ability to access needed 
resources (Pfeffer & Salancik, 1978). Thus, organizations have a strategic 
interest in establishing and maintaining an identity destined to be positive in 
relation to institutionalized consensus.

Extending Ran and Duimering’s (2007) framework on linguistic construc-
tion of organizational identity, we analyzed situations where stakeholders with 
competing points of view disagreed on how to categorize an organization 
through their identity claims. The longitudinal studies we conducted exam-
ined how the diverse identity claims of various stakeholders interacted and 
changed over time due to changes in organizational environments as institu-
tionalization processes unfolded. We analyzed the language of these identity 
claims over time that represent stakeholders’ identity conceptions with focus 
on how multiple stakeholders with different points of view made competing 
identity claims in an elaborate process of social interaction and negotiation. 
This sense-exchanging eventually resulted in a degree of consensus around 
a particular version of an organization’s identity—the social process of iden-
tity construction. Based on this analysis, we propose a framework composed 
of four characteristics inherent in the social construction of organizational 
identity—intentional, temporal, relational, and external.



432		  Administration & Society 43(4)

Identity Construction is Intentional

Identity claims authored by organizational spokespersons and other stake-
holders could be considered as “political-strategic” acts aimed at defining the 
organization for various audiences or purposes. These claims, although may 
be mutually “compatible, complementary, unrelated, or even contradictory” 
(Albert & Whetten, 1985, p. 267), serve an idiosyncratic purpose. We analyzed 
how specific motivations influenced how organizational leaders created iden-
tity claims and how members conceptualize identity characteristics. Clearly, 
organizational leaders’ reevaluation of PSU’s identity was motivated by a 
desire to restore state appropriations. The US$60 million reduction in state 
funding threatened PSU’s proper existence, and a shift in state funding jeop-
ardized the future financial relationship between PSU and the Commonwealth—
possibly creating conditions that would make an overhaul of PSU’s budget 
and revenue system necessary. These possible negative consequences moti-
vated PSU’s administrators to find evidence that PSU was in fact a public 
university entitled to state support by referencing its legal-historical-financial 
relationship to the state, tangible benefits accrued by the state directly related 
to PSU, treatment of PSU’s employees as state employees, PSU’s tax exempt 
status, and characteristics of PSU’s student population. Similarly, desires to 
prevent tuition increases and to maintain PSU’s role in supporting Pennsylvania 
acted as a goal that directed how other stakeholders (students, alumni, and 
other concerned Pennsylvanians) conceptualized PSU’s organizational iden-
tity and influenced where stakeholders looked to construct their version of 
the organization’s identity.

Interestingly, organizational identity formulated by stakeholders did not 
always mirror institutional identity claims. For some stakeholders, a belief 
that PSU needed to return to its central mission of providing affordable and 
high-quality education motivated a search for actions and characteristics that 
facilitated construing PSU’s identity as nonpublic. They hoped that labeling 
PSU nonpublic would serve as a wake-up call to administrators and catalyze a 
return to PSU’s Land-Grant mission. Motivated by this goal, these stakehold-
ers cited PSU’s overconsumption of resources as evidence for its nonpublic 
character. One representative viewpoint, voiced by “MadPSU Alum”, 
believed that PSU strayed from its roots as a Land-Grant university and inten-
tionally construed PSU’s identity as nonpublic, saying

Penn State has abandoned its land grant and public institution missions 
in pursuit of prestige. It is now the most expensive “public” in the nation 
and they continue to attract wealthier and wealthier students. They only 
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claim to be public when it comes appropriation time. The rest of the year 
they claim not to be public. Until PSU makes the hard decisions to start 
focusing on its original mission of being an access point for a postsec-
ondary education and start acting like a partner with the state in creating 
opportunity and success for everyone the pocket book should be 
slammed shut. (Inside Higher Education, 2009)

Clearly, the motivations, goals, and the intentional nature of the stakehold-
ers who authored various identity claims, which might disagree, dominated 
how they constructed their versions of identity during the identity negotiations 
in the sense-exchanging processes.

Identity Construction Is Temporal
Organizational identities are constructed as a negotiated outcome when organi-
zations respond to events that occur at discrete points in time. During periods of 
identity construction, organizational stakeholders may revise and manipulate 
historical understandings of organizational identity characteristics to shape 
identity claims and conceptions based on their idiosyncratic goals and inten-
tions. Identity construction processes at different points in time represent inde-
pendent events that draw from, but are not necessarily reliant on, earlier identity 
conceptions. Rather, institutional claims and member conceptions are based on 
selective aspects of an organization’s history to inform and guide current iden-
tity construction. Previous research has found that identities, rather than endur-
ing for long periods of time, can adapt quickly to meet environmental changes 
(Gioia, Schultz, & Corley, 2000; Gioia & Thomas, 1996; Gustafson & Reger, 
1995). Organizational leaders may create temporal identity discrepancies 
(Corley & Gioia, 2004) or base their identity claims in historical evidence and 
characteristics to strengthen identity claims related to current identity threats 
(Gioia et al., 2000; Jacobs et al., 2008; Ravasi & Schultz, 2006). What we found 
in PSU’s identity negotiation is that all stakeholders manipulate a selective set 
of “facts” or historical evidences to construct their idiosyncratic version of 
PSU’s identity. Our analyses reveal how identity claims merged with member 
conception and are temporally dynamic. Stakeholders’ unique motivations cre-
ated identity claims and conceptions related to, but not necessarily replicated 
from, earlier identity understandings—a characteristic of social reconstruction 
and reinterpretations of the organizational history and tradition in support of 
certain interpretations and current orientations.

For example, although administrators used legal-historical-financial 
facts to support their version of PSU’s identity, other stakeholders who felt 
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ambivalent about PSU’s public character often relied on interpretations of 
past events ignored by organizational leaders and conceptualized PSU’s identity 
in terms of its utilitarian orientation. Although PSU’s administrators referred 
to its public service origins as identity referents, bloggers and many online 
commenters highlighted other historical identity referents as evidence of their 
conceptions that PSU was no longer a public university. Specifically, many 
organizational members referred to President Spanier’s 2007 statements 
addressing PSU’s relationship with the state and the general public. In response 
to the introduction of Right to Know Legislation, Spanier argued that PSU did 
not have to disclose employee salaries or details of “contracts with private 
industry” as a result of PSU’s independence from the state. Spanier said that 
Right to Know Legislation

Goes far beyond making Penn State accountable for how it spends pub-
lic funds. Should such legislation pass, we would be treated as if we 
were part of state government, as if we were a state agency. We are not. 
We are a university that operates in a highly competitive environment. 
(Spanier, 2007)

Organizational members construed Spanier’s statements as proof that PSU 
considered itself a nonpublic university. Using this historical context, one 
blogger conceived PSU’s identity during its 2009 crisis as decidedly non-
public and complained, “Penn State is public? Let’s get this straight. When 
Old Main wants to dodge accountability, Penn State is private. When Old 
Main wants some government money, Penn State is public” (Left of Centre, 
2009). As a result of PSU’s earlier claims of independence from the state, the 
blogger perceived that PSU was not entitled to state appropriations in 2009. 
These organizational stakeholders substantiated identity conception of PSU 
as a nonpublic university based on past events that conflicted with current 
identity claims from PSU administrators. In this sense-exchanging process, 
it is clear that the social construction of identity is temporal in nature because 
the goal-oriented identity construction dictates how past identity claims and 
evidence are utilized for the current purpose.

Identity Construction is Relational
Organizational identity construction is a process driven by an organization’s 
relation to its internal and external stakeholders, environmental changes, and 
institutional fields. Identity claims and conceptions from leaders and mem-
bers construct an organization’s identity that both facilitates and defines 
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an organization’s interactions with its relations. In their study of a spin-off 
company, Corley and Gioia (2004) found that social referents helped an orga-
nization determine its identity, and when those social referents changed, an 
organization’s identity needed to change as well. As such, both organizational 
leaders and organizational members created comparisons and connections with 
outside organizations to advance identity claims and member conceptions. In our 
analysis of PSU’s identity negotiation, relationships with PSU’s organizational 
environments and major stakeholders influenced identity claims and member 
conceptions. Some stakeholders argued that tangible benefits, including PSU’s 
community outreach and its large workforce, were perceived as improving the 
public and benefiting the state’s economy. Furthermore, they believed that PSU’s 
reputation as an internationally respected university created a positive public 
benefit unmatched by the 14 state-owned universities. Others also constructed 
PSU’s public identity according to a relational comparison with PASSHE 
schools. They construed PSU as public because PASSHE schools do not con-
tribute significantly to the visibility of the State and they bring in very little 
revenue from out of State. These identity conceptions focused on PSU’s value 
to the state and favorable comparisons to PASSHE schools as determinants of 
PSU’s public identity.

In the same sense, state-related universities became relational points of 
comparison for organizational leaders. President Spanier bolstered claims of 
PSU’s public identity by both aligning PSU with state-related universities and 
showing how the state-related universities diverged. In his letter to Secretary 
Duncan, Spanier noted that collectively classifying state-related universities 
as nonpublic represented a loss of “$41,946,000 for the four institutions” (Spanier, 
2009b); but at the same time, attached to the letter, Spanier included legal-
historical information about PSU’s Land Grant, tax exempt, and employee 
status as evidence that showed PSU’s public character extended beyond the 
other three state-related universities.

Identity construction is also relational to environmental changes—here the 
economic recession of 2008-2009. PSU framed its identity by placing the insti-
tution in a broader economic context; economic factors also changed the nature 
of students’ reactions. Pennsylvania’s classification of PSU as nonpublic 
resulted in Rendell excluding PSU students from the Tuition Relief Act. One 
student noted that “a number of [students’ parents] have lost their jobs” in the 
recession and that PSU should be classified as a public university so that stu-
dents can continue their education (Cirilli, 2009). Clearly, identity construction 
does not occur in a social vacuum. The nature of an organization as a social 
product defines the relational characteristic of its identity construction—it has 
to define itself in relation to all the factors influencing its existence.
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Identity Construction is Externally Oriented

The last characteristic of the social construction of identity is its external 
focus. The results of the identity construction process are always communi-
cated externally, and leaders and members have an external audience in mind 
throughout the sense-exchanging process. Negotiations between identity 
claims and member conception produce an identity consensus that is projected 
to external stakeholders to influence external events and decisions. Clearly, 
PSU’s organizational leaders and organizational members both intended for 
their identity claims and conceptions to have an external effect. Dhalla (2008) 
claimed that organizations construct positive identities by focusing on external 
communication, and this external communication can be used “to persuade 
the external audiences to perceive and judge the organization” in a way con-
sistent with the organization’s claimed identity (Dhalla, 2008, p. 252).

The negotiation of identity within PSU as an organization intended to influ-
ence Pennsylvania’s government and the federal government about the public 
nature of PSU’s identity. By arguing that PSU’s public character was an essen-
tial and historical part of PSU’s identity, organizational leaders sought to con-
vince Pennsylvania legislators that PSU was an important public agency 
deserving of public funds and being included in calculations for federal stim-
ulus funds. This is consistent with the belief that projected images “not only 
give sense to organization members but also to influence their actions toward 
the organization’s interest” (Price, Gioia, & Corley, 2008, p. 177). Internal 
conclusions about PSU’s character were not solely intended for organizational 
members, but rather aimed outward to those whose decisions could have con-
sequences for PSU’s identity and legitimacy. Likewise, organizational mem-
bers directed their conceptions outward—hoping their understandings would 
influence Pennsylvania to alter funding, depending on whether members con-
ceptualize PSU as public or nonpublic. This external nature of organizational 
identity construction is parallel to Alvesson and Empson’s (2004) belief that 
identity construction has an external interface that “members are strongly 
influenced by their interactions with outsiders” (p. 8). However, in our case, 
we found that PSU’s organizational identity construction mainly focused on 
how it could affect external stakeholders, rather than how external stakeholders 
affected identity understandings and claims.

In summary, the four characteristics of the social construction of organiza-
tional identity reflect the nature of the negotiated identity consensus during 
social interactions. Organizations construct their identity intentionally and 
purposefully in relation to all the internal and external factors at discrete tem-
poral points that allow their manipulation to generate external effects.
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Organizational Identity: Linguistic  
Construction Versus Social Construction

Our theoretical argument and analysis bridge the gap between the two levels 
of identity construction: the linguistic construction and the social construc-
tion, as theorized by Ran and Duimering (2007). We specifically investigated 
how linguistic construction plays a role in the social construction processes 
involved in the institutionalization of a particular version of organizational 
identity that achieves a degree of consensus through negotiations between 
certain stakeholder groups.

The linguistic and the social construction of organizational identity reflect 
interdependent but different processes, which function on different timescales 
and reflect different theoretical units of analysis. The linguistic construction 
of identity takes as its unit of analysis a single organizational identity claim 
authored from a particular stakeholder’s point of view, in comparison with the 
complex organizational discourse comprised of many texts authored by numer-
ous stakeholders that could be said to socially construct an organization’s 
identity collectively over time. A single identity claim by a single author rep-
resents one move in a more socially elaborate and temporally protracted lan-
guage game (Wittgenstein, 1953/1968) involved in the social construction of 
organizational identity (Berger & Luckmann, 1966), which involves claims 
and counterclaims authored by a wide variety of organizational stakeholders. 
The linguistic construction based on single identity claims can be viewed as 
a fundamental part of the processes of socially constructing organizational 
identity, whereas the social construction presupposes more than a single 
encounter between social actors constructing a social institution.

Institutions are socially constructed gradually through the ongoing, patterned 
interactions of social actors. The linguistic construction in Ran and Duimering 
(2007) revealed how a single identity claim authored from a particular point 
of view, referencing an idiosyncratic taxonomy of classes and terminology, 
reflects broader social conceptions of the social or conceptual object linguisti-
cally constructed. However, identity claims are not made in a social vacuum, 
but within the context of a larger organizational and social discourse, involv-
ing numerous stakeholders who each conceptualize the organization’s iden-
tity from their own point of view. Organizational identity, as a contrived 
conception of an organization with its physical existence, historical develop-
ment, and political complexity, incorporates the dual characteristics of a lin-
guistic game and a political game. A single identity claim reflects one move 
in a socially elaborate and temporally protracted language game through 
which organizational stakeholders could be said to socially construct a more 
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collective and institutionalized version of an organization’s identity. The insti-
tutionalization process of one version of the organizational identity, as our case 
reveals, could involve the following sense-exchanging processes from diverse 
stakeholders. An organizational stakeholder could author an identity claim for 
a certain purpose, constructing and referencing author-specific self-serving 
classification schemes that may not coincide with other stakeholders’ concep-
tions. Others stakeholders will respond with their own counterclaims, attempt-
ing to redefine and “edit” the claimed identity, leading to an intensive political 
game involving power struggles consisting of the cyclical enactment, selec-
tion, and retention of intra- and interorganizational interactions (Weick, 1979). 
The political game describes the collective “editing” of identity constructions. 
Stakeholders might add certain identity facts omitted from the previous claim 
that they deem relevant or appropriate, or they might delete certain categories 
deemed to be inappropriate. Stakeholder claims might also reposition the orga-
nization within agreed-on identity categories, or they may also challenge the 
claims made about the nature of their organizational interactions. These coun-
terclaims serve as feedback cycles, which could eventually lead to the collec-
tive institutionalization of identity construction that achieves a degree of social 
consensus. Our analysis considered this sense-exchanging of how such editing 
cycles in the social construction of identity feed on themselves to structure and 
restructure the interactions between an organization and its stakeholders and, 
more broadly, the interorganizational relationships between the organization 
and the organizational actors comprising its institutional field.

Clearly, power differences among stakeholders due to their various subject 
positions within the broader discourse will play a role in the relative influence 
stakeholders have on this cyclical editing process (Mumby & Stohl, 1991). 
For instance, identity claims authored by administrators or management and 
contained within an organizations’ legal charter may be viewed as more legiti-
mate than claims authored by less powerful stakeholders or made in less formal 
settings. Moreover, because stakeholders must, at minimum, get one another’s 
attention to have an influence on this sense-exchanging process, powerful 
stakeholders may simply choose to ignore the identity claims of those with 
relatively less power. Thus, competing stakeholders may or may not reach 
social consensus on either the question of which organizational characteristics 
are deemed to be most central, distinctive, or enduring or on the interpretive 
meaning of the identity categories used to construct and label the organization. 
Paradoxically, although relatively powerful stakeholders’ claims—like those 
from organizational leaders—may have a disproportionately large influence 
on defining the parameters of official “intraorganizational” identity discourses, 
they may have a relatively weaker influence on the changing structure of the 
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institutional, or “extraorganizational,” discourse in which the organization 
resides. Because official identity claims are typically intended to have mean-
ing for a range of diverse stakeholders, they are likely to draw on conven-
tional terminology, conservatively reproducing a bland managerial discourse. 
However, the claims of less powerful stakeholders, such as organizational 
members, the general public, environmental or human rights critics, and dis-
gruntled employees, who may have minimal influence on official intraorgani-
zational discourses, may have a disproportionately large influence on the 
structural parameters of extraorganizational discourses, simply because 
they may be saying something unusual or interesting. Implying the power 
struggle between various stakeholders, the four characteristics of the social 
construction—intentional, temporal, relational, and external—reflect the 
complex nature and extent of stakeholder consensus with respect to particu-
lar socially constructed identities, the social construction processes involved in 
institutionalizing particular identity constructions, and the relationship between 
identity claims and the broader discourse context in which they are made.

In summary, social construction processes involve an elaborated language 
game of back and forth linguistic constructions among a network of actors 
with varying levels of social power and influence. This language game of 
claims and counterclaims will simultaneously manifest itself in an elaborated 
political game, sometimes leading to social consensus, sometimes not. Further 
exploration of the relationship between these two interdependent phenomena, 
which operate on different timescales and at different theoretical units of analy-
sis, is needed for a fuller appreciation of the construction of identity.

Conclusion
Our analysis may provide guidance for public institutions, universities, or non-
profits as they construct, negotiate, and maintain a positive identity in the 
context of threatening changes in their environments. Due to their connection 
to public funding, public and nonprofit organizations must understand that 
they interact with a wider array of organizational members and internal stake-
holders. Although private organizations are responsible to employees and 
shareholders, public organizations are responsible to citizens whose tax dollars 
help sustain their activities. Subsequently, conceptions of the organization’s 
identity from “powerless” citizens have a real effect on the legitimacy and 
continued operation of these organizations. The organization’s identity may 
also be pulled in many more directions as a result of the varied perspectives 
of a wide range of organizational stakeholders who can create political 
changes in a public organization’s environment, which in turn may affect the 
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organization’s legitimacy. Organizations cognizant of their reliance on the 
general public should promote an identity that reflects the shared interests of 
these groups. As a corollary to the importance of a citizen-based constituency, 
an integral part of public organizations’ positive identity must be a coherent 
explanation of why the organization needs public financial support and evi-
dence that the organization is effectively using this public money. During times 
of environmental changes, citizens and governments may reevaluate the need 
to fund these organizations, forcing them to construct their identity to reflect 
a commitment to serving the public interest. Organizational identity claims 
must include concrete explanations of how a public organization’s actions 
provide public benefits.

Maintaining positive identity perceptions from organizational members 
and constructing an identity in the public interest are contingent on a public 
organization’s consistent (re)construction of its identity. Our study revealed 
that internal and external stakeholders frequently based contrary identity claims 
on an organization’s actions and words that proved inconsistent with its pub-
lic identity. Organizations that appear to take public financing for granted or 
pursue activities that can be perceived as benefiting a narrow constituency 
risk losing governmental support. Public organizations whose identities vac-
illate between serving a public interest and a private interest cause stakehold-
ers to alter their conceptions of an organization’s identity and threaten an 
organization’s legitimacy.

Understanding an organization’s identity helps explain the reactions of 
organizational leaders and members as they respond to organizational identity 
threats. In response to changes in an organization’s external environment or 
negative external images, leaders and members create new identity concep-
tions and make subsequent identity claims and counter claims about an orga-
nization’s central, enduring, and distinctive characteristics. Through our 
analysis of PSU’s identity crisis, we proposed four characteristics of the 
social construction of organizational identity that reflect the nature of the 
negotiated identity consensus in the sense-exchanging processes. Organizations 
construct their identity intentionally and purposefully in relations to all the 
internal and external factors at discrete temporal points that allow their manip-
ulation to generate external effects. We extended Ran and Duimering’s (2007) 
theorizing on the two distinctive yet related organizational identity construc-
tion processes—the linguistic construction and the social construction—by 
focusing on the social construction of organizational identity as a negotiated 
outcome between various stakeholders who have vested interests in the fun-
damental characteristics of an organization. This article contributes to the 
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identity literature by delineating major characteristics of the social construction 
of organizational identity through the sense-exchanging processes and brings 
attention to how public and nonprofit organizations construct their identity for 
various stakeholders.
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