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Introduction 
 
A number of scandals have occurred across all types of sports. For college sports, one of the most egregious 
examples of this type of misconducts occurred with the Penn State’s Jerry Sandusky scandal in 2011. In professional 
sports, golfer Tiger Woods personal life scandal in 2009 brought huge media and public attentions. After these 
incidents, the public perceptions of Penn State and Tiger Woods, once regarded as one of the top college football 
program and the highest recognized sports athlete at that period were irreparably marred over the course of the 
arraignment and trial. Both Penn State and Tiger Woods have been renowned athletic brands, Nike’s major 
sponsorship/endorsement partners, that negative information can damage product evaluation and firm’s equity. In 
fact, Tiger Woods scandal brought an end to some of his endorsement, according to Huffington Post (2009), his 
sponsors were estimated to lose up to 12 billion dollars.  
 
Use of endorsement/sponsorship has been a popular form of marketing communication. While such marketing 
tactics may constitute a significant investment, sponsoring firms expect that the cost would be offset with greater 
future revenues and profits. Previous studies have revealed benefits of using celebrities as spokespersons, e.g., 
enhanced brand recognition (Petty, Cacioppo, & Schumann, 1983), higher brand recall (Friedman & Friedman, 
1979), and better believability of advertising messages (Kamin, et. Al, 1989). On the other hand, scholars also 
identified potential negative consequences of endorsement (Rossiter & Percy, 1987; Costanzon & Goodnight, 2006). 
In particular, scandalous misconduct committed by a spokesperson would likely bring negative publicity to the 
sponsor in terms of meaning transfer (Halnen-Knight & Hurmerinta, 2010; McCraken, 1989), which in turn may 
influence the market values of the endorsed firms (Tybout, et. al,. 1981).  
 
Given the significance of the issue, this study incorporates a methodology that examines the negative impact of 
scandals committed by major NCAA college athletic programs and professional athletes. This study investigates how 
the media announcements of such scandals would affect the market values of the endorsed companies by using 
event study analysis (Bhagat & Roberta, 2007).  
 
Methodology 
 
An event study analysis measures the magnitude of the effect that an unanticipated event has on the expected 
profitability and risk of a portfolio of firms associated with that event (Brown & Warner, 1985). It has become one 
of the most widely used methodologies in a variety of disciplines, such as finance, accounting, law, and management 
(Agrawal & Kamakura, 1995). The methodology is consisted of five steps: (1) defining the event and dates when the 
information became public; (2) measuring the target security’s actual return on the dates of interest; (3) estimating 
the target security’s expected return based on the relationship between such security and the market as a whole; (4) 
computing the abnormal return by subtracting the expected return from the actual return; and (5) assessing the 
statistical significance of the abnormal return. (Bhagat & Roberta, 2007). For the purpose of event study analysis, 
markets are presumed to correctly and quickly response all publicly revealed information regarding a firm’s business 
activity. This presumption is predicated on the so-called efficient market hypothesis (Johnson, Mittelhammer, & 
Blayney, 1991).  
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In this study, we define the “event” as major scandals of college athletic programs and professional athletes 
involved, both the Nike had endorsement/sponsorship deals (e.g., Jerry Sandusky at Penn State, Tattoo gates at 
Ohio State, Tiger Woods, Lance Armstrong, Ray Rice, etc). The event must be initiated by or connected to a 
endorsement company which is publicly traded in US stock markets (AMEX, NYSE, and NASDAQ).  
 
In this study, a market model is estimated for the Nike using stock trading days of returns against the market value, 
S&P 500 and this is employed to compute the cumulative abnormal return (CAR) within 1 day (+1), 2 day (1, +1), 3 
day (-1, +1),5 day (-2, +2), and 21 days (-10, +10) time windows. Z-test and the generalized sign test are applied to 
examine the significance of abnormal returns (ARs) and cumulative abnormal returns (CARs).  
Manual searches of online database such as Lexis-Nexis will be conducted to identify the event announcements 
since 2000. Firms’ stock returns will be collected using the daily returns file available from the Center for Research 
in Securities Prices (CRSP) at the University of Chicago. The data will be analyzed using the Eventus to measure 
ARs and CARs.  
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