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(ABSTRACT>

Past research in accounting has suggested that the use

of budgets, for performance evaluation purposes, may result

in either functional or dysfunctional behavior.

This study unlike those of the past utilizes a

theoretical model. The theoretical model, developed from a

synthesis of prior research, presents the path-goal

relationships that may be expected to exist as related to

the use of performance report variances.

The study was conducted using a field research approach

involving interviews, observation, and questionnaires. The

organizations which participated in the study were members

. of the furniture industry, and each organization was treated

initially as an individual case study.



The results of the study suggest that there is a

positive relationship between the accepted use of

performance reports, strong pay—performance linkage, and

agreement regarding performance ratings.

A major limitation of this study was the small number of

respondents on the negative path. As a result, little can

be said regarding the generalizability of the negative path

individuals’ responses. Additionally, some of the

comparisons between supervisors’ perceptions and

subordinates’ perceptions had to be done visually since no

statistical technique to my knowledge exists to compare

observations that are not independent.

A major contribution of this research is the development

of a theoretical model of the expected behavior of managers

who are evaluated using performance report variances. ·As a

result of this study future researchers may be able to

employ this model as it is or expand and modify it to

further explore the relationships between management

accounting performance evaluation techniques and expected

behavior.
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CHAPTER I- RESEARCH SUMMARY AND INTRODUCTION

Introduction

Past research in accounting has suggested that the use

of budgets, for performance evaluation purposes, may result

in either functional or dysfunctional behavior.* Although

prior research has given some indication of the types of

attitudes that may result from budget use in performance

evaluation very little is known regarding the effect on

actual performance.

To overcome some of the problems associated with prior

research in the area this study utilizes a theoretical

model. The theoretical model, developed from a synthesis of

prior research, presents the relationships that may be

expected to exist as related to the use of management

accounting performance evaluation techniques. Although

there exist a variety of organizational control mechanisms,

the primary focus of this research is the use of accounting

data for control purposes. In particular, this study will

* Hopwood, A. "An Empirical Study of the Role of
Accounting Data in Performance Evaluation." Journal of
Accounting Research Supplement, 10, 1972, 156-182; Otley,
D. "Budget Use and Managerial Performance." Journal of
Accounting Research, 16, 1978, 122-149; Brownell, P. "The

Role of Accounting in Performance Evaluation, Budgetary
Participation and Organizational Effectiveness.“ Journal of
Accounting Research, 1982, 12-27.

1
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concentrate on the use of performance report variances, and

their impact on attitudes, motivation, and in turn

performance.

The model was constructed based on previous research

findings in the organizational behavior area regarding

control systems, and accounting research regarding budgeting

reactions and attitudes. The model indicates that

individuals should be expected to form positive or negative

attitudes regarding the equitability of the performance

report. As a result, individuals will perceive the

performance report to be instrumental or non—instrumental in

terms of improving performance and increasing their reward

(defined in this study primarily as pay).

If the performance report is deemed instrumental then

the individual should perceive a positive path-goal

relationship between performance and reward. Un the other

hand, if the performance report is deemed non—instrumental

the individual should perceive a negative path-goal

relationship between performance and reward. That is, the

reward cannot be increased by improving performance via the

performance report. In this instance individuals are

expected to divert their attention from performance, as

measured by the performance report, to areas where they

believe they can increase performance and in turn their

reward.
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The study was conducted using a field research approach

involving interviews, observation, and questionnaires. The

organizations which participated in the study were members

of the furniture industry, and each organization was treated

initially as an individual case study.

Findings a

Several of the hypotheses, which related to contingent

variables which might affect path—goal perceptions were not

supported by the results. The other hypotheses (path—goal

perceptions and pay—performance linkage> and visual

inspection of the data seems to indicate that there is a

relationship between the perceived positive path and

agreement between superiors and subordinates regarding

performance rankings. Additionally, these research findings

also confirm and support some of the conclusions drawn in

earlier research. Although Hopwood found that budget

evaluations resulted in poor relations between superiors and

subordinates, low goal congruity, and a misunderstanding of

the importance of the evaluation this study found just the

opposite. _

with respect to Otley
’s

findings this study also tends

to confirm the notion that the use of performance reports

enhances communication and promotes functional behavior.

Although Otley indicated that managers did not agree
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regarding how they were evaluated this study found just the

opposite. The findings in this study also tend to support

Brownell’s finding that increased emphasis on budget

evaluation, or in the case of this study the performance

report variances, resulted in increased satisfaction with

the performance measure.

Outline of Research

First a statement of the research problem, issues

regarding prior research, and the purpose of this research

are addressed in Chapter Two. Next a review of the relevant

literature and the development of a theoretical model, as

well as its implications for the use of performance reports

is presented in Chapter Three. Since this research involves

a field study, an extensive discussion of field research

design is contained in Chapter Four along with the research

questions and statistical hypotheses developed from the

theoretical model. Lastly, Chapter Five provides the

research results, and Chapter six contains a discussion of

the results along with concluding remarks and limitations.



CHAPTER II- NATURE OF THE RESEARCH PROBLEM

Introduction

In recent years a number of American businesses have

lost their competitive edge in world markets. A major

reason for this is declining productivity. Hayes and

Abernathy have summed up the American productivity problem

by suggesting that;

Responsibility for this competitive listlessness belongs
not just to a set of external conditions but also to the
attitudes, preoccupations and practices of American
managers. By their preference for servicing existing
markets rather than creating new ones and by their
devotion to short—term returns and management by numbers,
many of them have effectively forsworn 1ong—term
technological superiority as a competitive weapon. In
consequence, they have abdicated their strategic
responsibilities.2

Hayes and Abernathy’s suggestion that part of American

management’s problem is managing by the numbers raises the

question of management accounting’s role in the performance

problem.

In the past, substantial research effort has been

devoted to providing management with more sophisticated

information by expanding the analytical ability of

management accounting, i.e., providing "better" numbers.

2 Hayes, R., and N. Abernathy. "Managing Our way to
Economic Decline." Harvard Business Review, July-August,
1980, 70.

5
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Unfortunately, the role these numbers play in the

organization has received only limited attention, and as a

result little is known regarding the effect of management’s

application of the numbers on organizational performance.

The Role Ascribed to Management Accounting

An overall role ascribed to management accounting is,

however, implied by the following definition:

The process of identification, measurement, accumulation,
analysis, preparation, interpretation, and communication
of financial information used by management to/plan,
evaluate, and control within an organization and to assure
appropriate use and accountability of its resources.°

This definition appears to have been, at least in part,

influenced by theories from the general area of management

control. Management control according to Anthony ~can be

summarized as

the process by which managers assure that resources
are obtained and used effectively and efficiently in the
accomplishment of the organization’s goals

‘

The striking similarity between management control and

management accounting 'theory is particularly evident in

Lowe’s definition of a management control system:

’
National Association of Accountants, Statements on

Management Accounting, Statement Number 1A, New York, New
York, National Association of Accountants, March 19, 1981.

‘
Anthony, R. Planning and Control Systems: A

Framework for Analysis. Boston, Massachusetts, Harvard
University, 1965.
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a system of organizational information seeking and
gathering, accountability and feedback designed to ensure
that the enterprise adapts to changes in its substantive
environment and that the work behavior of its employees is
measured by reference to a set of operational sub-goals
(which conform with overall objectives) so that the
discrepancy between the two can be reconciled and
corrected for P

The National Association of Accountants’ definition of

management accounting has incorporated these notions of

management control and management control systems, since one

of its stated purposes is to provide management with a means

to efficiently organize the use of all resources. In fact,

the control function of management accounting is described

as "... monitoring and measuring performance and inducing

any corrective actions required to return the activity to

its intended course."• This definition of management

accounting implies that human, as well as material

resources, may be controlled effectively by the same

numbers.

Foundational concepts of management accounting, however,

are grounded in Taylor’s approach to "scientific

management"’ which views human beings in line with

° Lowe, E. "On the Idea' of a Management Control
System." Journal of Management Studies, February 1971, 1-12.

•
National Association of Accountants, op. cit., 1981.

’
Taylor, F. The Principles of Scientific Management,

New York, New York, Harper Publishers, 1911.
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Mcgregor’s Theory X,° that is, man is lazy and will not work

unless forced to do so. Performance evaluation, using

management accounting techniques, reinforces this notion

through the use of budgets and variance analysis. Research,

however, on attitudes toward budgets seems to indicate that

labor is more satisfied when it participates in the

budgeting process, and budgets which are merely handed down

create conflict.’ The strategies used to "outwit" the

budgeting process are well documented and include

manipulation, intentional errors, highlighting and a general

phenomenon referred to as gaming.*° The findings regarding

reactions to budgeting have implications for performance

evaluation using management accounting techniques, such as

the performance report, since the budget is the first step

in the process.

Suggestions offered regarding the improvement of

management accounting techniques aimed at making them more

applicable to present problems, however, have basically

looked for new or more sophisticated techniques without

assessing the underlying problem which may be inherent in

' McGregor, D. The Human Side of Enterprise, New York,
New York, McGraw—Hil1, 1960.

’
Schiff, M. and A. Lewin. "The Impact of Budgets on

People." The Accounting Review, 45, 1970, 259-268.

*° Birnberg, J., L. Turpolec, and S. Young. "The
Organizational Context of Accounting." Accounting,
Organizations and Society, 8, 1983, 111-129.
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the philosophy of management accounting. The fundamental

notion that is repeatedly ignored is that management

accounting data is provided to people by people and as such

is affected by and affects its human counterparts.

To date the effect of management accounting performance

evaluation techniques on the recipient’s actual performance

has not been researched. The general concept of

organizational control and its affect on performance,

however, has been studied extensively by organizational

behavior researchers. Research in this area has focused,

for example, on areas such as bureaucratic structure,

leadership behavior, participation, task complexity, types

of feedback, types of power exerted, locus of control, job

satisfaction, and internal/external environment. Although

these studies have not looked at accounting, the findings

may provide some important insights into the question of

whether or not management accounting performance evaluation

techniques result in dysfunctional behavior within the

organization and in turn decreased labor performance.

Most organizational researchers acknowledge that the

process of control involves assessing the achievement of

organizational goals, promoting efficiency and facilitating

predictability.** Reflecting on these components, espoused

** McNeil, K. "Understanding Organizational Power:
building on the Neberian legacy." Administrative Science
Quarterly, 23, 1979, b5—·90; Otley, D., op. cit., 1979.
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for a control process and the definition of management

accounting, would seem to indicate that management

accounting is a prime candidate for research in terms of

organizational control and its affect on performance.

Management Accounting’s Role in Organizational Control

In order to manage efficiently and achieve maximum

performance it seems reasonable to consider control, in the

organization, as a primary issue. The term control,

however, has various connotations. It may infer choosing

operating and enforcement rules which attempt to maximize a

firm’s objective function, or verifying and confirming

actions to plans and directives, or prescribing

interpersonal influence activities.** Additionally, control

has been equated with structure, power and behavior.

Regardless of the interpretation of control, it is

considered to be a mechanism by which some predetermined

goal is brought about.

Organizational control is the process by which the

behavior of members in the organization is influenced. The

principal reason for a control process or control mechanism

is to facilitate assessing the achievement of goals or

" Flamholtz, E., T. Das and A. Tsui. "Toward an
Integrative Framework of Organizational Control . "
Accounting, Organizations and Society, 10, 1985, 35-50.
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forecasting to enhance predictability.** The control

process results in the following sequence:*‘

goal/standard setting --———) measurement/comparison

A S
¥ V

corrective actions <-—-——--— evaluation of feedback

The application of management accounting techniques to

the organization provides for such a sequence. The budget

provides the goal/standard and the accounting system

accumulates the actual production costs and then compares

these to the budget. The result of this comparison is a

performance report which presents variances (feedback). The

variances provide an evaluation of actual performance in

relation to expected (budgeted) performance and this report

is used by management to correct problem areas.

The purpose of the control sequence is to promote

effective performance, that is, appropriate

(expected/budgeted) behavior. Feedback is a major source of

information regarding work behaviors and the resultant

*’
McNeil, K., op. cit., 1978; Otley, D., op. cit.,

1978.
‘·‘

Flamholtz, E., T. Das, and A. Tsui., op. cit., 1985.
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outcomes. Feedback may be used as a control mechanism in

two ways. It may function to direct behavior toward the

appropriate work role or motivate performance through the

promise of future rewards.*°

Ouchi and Mcguire suggest that organizations can

exercise control by using feedback on either outcomes or

behavior. Additionally, to reinforce appropriate

performance behavior rewards provided may be either

extrinsic or intrinsic. Extrinsic rewards are given by the

organization after the individual has achieved the desired

outcome. Intrinsic rewards, on the other hand, are

experienced by the individual outside the organization’s

formal reward system.*•

Management accounting produces feedback based on readily

quantifiable outcomes rather than on worker behavior in

order to evaluate performance. This feedback has been used,

for the most part, as a basis for providing extrinsic

rewards. Thus, performance evaluation, under management

accounting techniques, measures only one of the types of

feedback and offers only one of the two important rewards

for effective performance. _

The information system is an integral part of the

*”
Ibid.

** Ouchi, W. and M. McGuire "Organizational Control:
two functions." Administrative Science Quarterly, December,
1975, 559-569.
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environment and as such communicates information that is the

result of producers’ and users’ perceptions of reality.*’

Thus, the implementation and use of management accounting as

a control system which ignores human behavior may lead to

inappropriate member behavior. If so, the process is

dysfunctional and cannot be used to promote effective

performance.

The primary emphasis in the development of management

accounting theory has focused on measuring objectives or

measuring progress toward them, rather than the development

of predictive models for expected behavior and

performance.*' As a result the role of management

accounting, in particular management’s use of it, has been

explored only to a limited extent. „

Although management accounting’s role, as defined by

the National Association of Accountants, only alludes to the

behavioral aspects of applying accounting numbers, some

researchers have suggested that management accounting is a

primary tool for employee socialization in the

*’
Birnberg, J., L. Turpolec, and S. Young., op. cit.,

1983.
I

*' Otley, D. and A. Berry. “Control, Organisation and
Accounting. Accounting, Organizations and Society, 5/2,
1980, 240.
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organization.*’ That is, management uses the budget to

prescribe normative behavior (expected performance) and then

evaluates the actual performance and bases rewards on

performance relative to the budget (performance report).

This application implies that management perceives

management accounting to be a social control mechanism which

can be used to improve performance. The ability of

management accounting data, however, to effectively motivate

individual performance has not been substantiated due to

conflicting research findings.

Budget Evaluation and Attitudes

The results of Hopwood, Otley, and Brownell’s studies

suggest that management should be careful in attempting to

use management accounting data as a social control

mechanism. Although traditional budgeting theory has

suggested that the budget may be used to promote

organizational goal congruence,2° Hopwood, Otley and

*’
Collins, F. "Managerial Accounting, Systems and

Organizational Control: a role perspective." Accounting,
Organizations and Society, November 1982, 107-122; Ronen,
J. and J. Livingstone. "An Expectancy Theory Approach to
Motivational Impacts of Budgets.“ The Accounting Review,
October 1975, 671-685.

*° Killough, L. and W. Leininger, Cost Accounting-
Cgncegts ang Tgchnigugs for Management, New York, New York,
west Publishing Company, 1987; Horngren, C. Cost
Agcounting- A Managerial Emghasis. Englewood Cliffs, New
Jersey, Prentice-Hall, 1982.
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Brownell’s findings indicated that, in some instances, the

budget results in reduced goal clarity, increased job

ambiguity, and increased tension between superiors and

subordinates.**

Hopwood, Otley and Brownell’s research findings also

suggest the existence of a communication problem with

respect to the budget, i.e., that subordinates and superiors

are not in agreement regarding how the budget is used for

performance evaluation purposes. The ability of the budget

to function as a motivator toward expected performance is

also questionable, since Hopwood and Brownel1’s studies

indicate that decreased budget emphasis is related to higher

performance, while Otley’s indicates the opposite.

The conflicting findings from Hopwood, Otley. and

Brownell’s studies may, however, have resulted from

methodological problems and may not be an indication of true

differences. Since so many differences exist between these

three researchers’ studies Figure 1, on the following page,

was constructed in an attempt to isolate methodological

similarities and differences.

’*
Hopwood, A., op. cit., 1972; Otley, D., op. cit.,

1978; Brownell, P. "The Role of Accounting in Performance
Evaluation, Budgetary Participation and Organizational
Effectiveness," 1982.
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Hopwood Otley Brownell

subjects U.S. cost center English profit U.S. cost
manufacturing center manufact— center manu-
managers uring managers facturing

managers

budget use 10 years-well used a number NA
accepted of years

job-related
tension Kahn measure ISR measure NM

cost self developed NM NM

tension measure

supervisor
relations LBDQ NM NH

performance self developed Hopwood’s NM

evaluation measure. what
is’

measure plus
criterion what should be? perceived vs.

intended style

budget interview interview NM

manipulation information information

goal clarity Do you know Kahn- job NH

what is expected ambiguity
of you in your job? measure

trust NM Read measure NM

performance NM Mean Z budget Mahoney-
error self-rated

participation NM NM Hofstede and
Milani

job satisfaction NM NH MSG

LBDQ (Leadership Behavior Description Questionnairel
MSQ (Minnesota Satisfaction Questionnaire>
NA Not available
NM Not Measured

F IGURE 1
METHODOLOGY COMPARISON CHART
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Brownell appears to have used the measure of job

satisfaction as a surrogate for several variables measured

by Hopwood and Otley using different instruments.

Additionally, all three researchers obtained their measures

of performance in a different manner. Hopwood defined

performance in terms of interpersonal relations, Otley used

a mean percentage of the budget error, and Brownell used a

measure of self-reported performance. Since 0t1ey’s

research was an attempt to replicate Hopwood’s findings and

Browne1l’s research was intended to reconcile the

conflicting findings between Hopwood and Otley’s studies

Figure 1 suggests some interesting questions;

1.) Can supervisor relations be equated with trust and
in turn job satisfaction?

2.) Is goal clarity equal to job ambiguity?

3.) Are feelings and beliefs (intended performance)
equal to self-reported performance and/or actual
performance?

4.) Is job satisfaction equal to job related tension?

5.) Does participation allow budget manipulation?

Additionally, all three researchers seem to equate

leadership style with the use of ‘budget data (high or low

use). Unfortunately perceived leadership style will

incorporate many other factors, one of which may be the

degree to which accounting data is used. Thus, it may be

likely that the effect of using budgetary data was not
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adequately isolated. Furthermore, the use of the term

budget may have been too global a concept since perceptions

regarding it are based not only on its use but also its

preparation. In an attempt to overcome the difficulty

associated with the term "budget" this research will focus

on the performance report.

Neither Hopwood, Otley nor Brownell provide a

theoretical model of the organizational relationships that

could be expected to exist and the outcomes of these

relationships. Instead, the relationships under study were

described in a very general manner. As a result their

hypotheses tended to be stated in vary general terms and may

not have provided the basis necessary for rigorous analysis

of the various relationships. Their hypotheses were as

follows:

Hogwood- If a cost center head perceives that he is
evaluated on the basis of a Budget Constrained
style he is

ta) more likely to experience job related tension,

Cb) more likely to report having poor relations with
his supervisor,

tc) more likely to report having poor relations
with his peers,

(d) more likely to engage in falsification of the
accounting data and dysfunctional decision
making,

than if he perceives that he is evaluated on the basis of
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either a Profit Conscious or a Non—accounting style.**

Qtley- when a manager perceives that he is evaluated
primarily on his ability to meet his budget (rather
than on the basis of a more flexible use of
budgetary information), he is more likely to

(a) experience job-related and budget related
tension

(b) distrust his superior

(c) be clear about how his performance is evaluated

(d) consider his evaluation to be unfair

His response to such feelings will be such that he is
more likely to

(e) bias his budget estimates by building in "slack"
so the budget is easier to attain

(f) have a short-term view of his job in that his
performance measure is short-term

(g) perform poorly, particularly on those aspects of
performance which yield only long-term
benefits.*°

Browngll-

(a) There is no significant interaction between
supervisory evaluative style and budgetary
participation affecting performance.

(b) There is no significant interaction between
supervisory evaluative style and budgetary
participation affecting job satisfaction.=‘

““
Hopwood, A., op. cit., 1972, 163.

“°
Otley, D., op. cit., 1978, 126.

" Brownell, P. "The Role of Accounting Data in
Performance Evaluation, Budgetary Participation, and
Organizational Effectiveness," 1982, 14-15.
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Although Hopwood and 0tley’s hypotheses are similar,

Brownell’s are quite different. This is particularly

disturbing since Brownell’s work was an attempt to reconcile

the conflicting results of Hopwood and 0tley’s studies.

Purpose of the Research °

In view of the differences regarding subjects,

hypotheses, variables, and instruments it seems plausible

that these factors caused the conflicting results rather

than the phenomenon under study. To overcome some of the

prior difficulties associated with this research area, a

theoretical model of the expected relationships and their

outcomes was developed. Additionally, information regarding

the variables of interest was gathered with instruments

which have previously demonstrated reliability and validity,

in field tests, conducted in the organizational behavior

area.



CHAPTER III- DEVELOPMENT OF A THEORETICAL MODEL-
LITERATURE REVIEW

Introduction

Rerhaps one reason that prior research in the area of

attitudes toward budgeting produced inconclusive or

conflicting findings may have been due to the researchers’

failure to adequately specify the organizational

relationships that could be expected to exist. To overcome

this problem and provide a theoretical basis for exploring

the relationship between management accounting performance

reports and actual performance a theoretical model (Figure

2, p. 23) was developed. The model evolved during a review

and summary of the organizational behavior and accounting

literature regarding control and individuals’ reactions to

control discussed in this chapter.

Relationships A, B, and C shown in the complete

theoretical model, will not be tested since these

relationships exist in one form or another and are generally

understood by researchers and management. These

relationships will be discussed, however, since an

understanding of these contingent variables, in each

organization studied, could play a crucial role in the

interpretation of the research findings and the conclusions

21
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drawn. Next the remaining components o—F the model, along

with the relevant literature, will. be reviewed and the

implications for this research examined.
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TASK ENVIPONMENT (A)
MANAGEMENT CONTROL

CLIMATE

CONTROL MECHANISMS
(B)

ACCOUNTING NON·ACCOUNTING

(C)

PERFORMANCE REPORT·VARIANCES

' (D)

INDIVIDUAL’S PERCEIVED EQUITABILITY OF THE EVALUATION

(E)

POSITIVE PATH NEGATIVE PATH

PERFORMANCE WILL (F) PERFORMANCE WILL NOT
LEAD TO REWARD LEAD TO REWARD

(G) (H)

INCREASED PERFORMANCE
‘

DECREASED PERFORMANCE

F IGURE 2
THEORET ICAL MODEL
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RELATIONSHIP A

TASK ENVIRONMENT

MANAGEMENT CONTROL CLIMATE

CONTROL MECHANISMS

Overview

The management control climate will be affected by the

organization’s external and internal environment and the

control mechanisms adopted by the organization. As the

environment becomes more complex the organization will adopt

various strategies which are aimed at reducing environmental

uncertainty and complexity. The control strategies adopted

will, in turn, affect the type of management control climate

which is perceived by organizational members.

Environment

As the environment becomes more complex an organization

must adjust its organizational and control structure in an

attempt to maintain its effectiveness. Thus, understanding

the type of control system which an organization employs

requires a consideration o4 the internal and external

environment. The environment may be broken down into three
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major categories, macro, aggregation and task.

The macro environment consists of the general culture

found in a specific geographic location. The cultural

forces which act upon the organization, and in turn

influence its characteristics and outputs, involve economic,

education, legal—political, and socio—cultural factors. The

aggregation environment refers to the associations, interest

groups and constituencies operating within the given macro

environment. The task environment pertains to the

environment that is relevant for goal setting and

attainment.*° Although this study is primarily concerned

with the internal environment and specifically the task

environment, general information regarding the external

environment will be collected for interpretation purposes.

Control

Katz and Kahn have suggested that organizational

structure may be differentiated based on the part the

organization plays in larger society and their input/output

design or pattern.*• The development of an internal control

structure or mechanism, in _addition to the basic

*' Osborn, R. and J. Hunt. "Environment and
Organizational Effectiveness." Administrative Science
Quarterly, 19, 1974, 231·246.

*•
Katz, D. and R. Kahn. The Social Psychology of

Qggggggggiggg, New York, New York, wiley Publishers, 1966.
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organizational structure, is also an attempt to rationally

deal with internal and external uncertainty associated with

the input/output design, i.e, the achievement of

organizational goals.

Achieving organizational goals requires that individuals

come together in a prescribed exchange relationship. The

organization’s role is to provide inducements and the

employee’s role is to contribute to the organization’s goals

through participation and production. The organizational

structure by itself, however, will not suffice to insure

organizational effectiveness; what is required is that

members behave in a manner that is supportive of

organizational goals." As Tannenbaum suggests, control is

achieved by influencing behavior.*' ~

In order to control or influence member behavior,

organizations adopt mechanisms which will promote adaptation

and/or domination. The ability to dominate and/or adapt is

usually facilitated through internal bureaucratization.=’

Internal bureaucratization T provides a structure which

enables the organization to be monitored and coordinated,

*’
Angle, H. and J. Perry.

‘
"Empirical Assessment of

Organizational Commitment and Organizational Effectiveness."
Administrative Science Quarterly, 26, March 1981, 1-14.

z' Tannenbaum, A. Control in Organizations, New York,
New York, McGraw-Hill, 1968.

"
I*1cNeil, K., op. cit., 1978.
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facilitating the collection and analysis of feedback

allowing management to react to 4change.=° Internal

bureaucratization generally involves implementing structures _

of routinization which employ prevention devices and/or

information collection techniques.°* Prevention devices are

based on the notion of establishing "norms of performance"==

and then enforcing those norms of performance through

information collection techniques (feedback).

Organizational routinization of behavior is promoted

through strategies of bureaucratization and centralized

decision making. The organization’s choice regarding the

use of a variety of control strategies will reflect its

prevention and information style of operating rationale.

The operating rationale is to provide a "norm" for behavior

which is implemented and maintained through routinization

and feedback. As Child’s research indicated these

strategies will be evidenced by formalization,

standardization and centralization. when high values are

assigned to these characteristics by the organization, there

’°
Otley, D. and A. Berry, op: cit., 1980.

’*
Hickson, D., C. Hinings, C. Lee, R. Schneck, and J.

Pennings. "A Strategic Contingency Theory of
Intraorganizational Power." Administrative Science
Quarterly, 16, 1971, 216-229.

°* McNeil, K., op. cit., 1978.
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is a tendency to increase the degree 0+ role prescription,==

i.e., norms 0+ per+ormance.
U

Depending on the degree 0+ bureaucratization and

centralization 0+ decision making adopted by the

organization its control structure may be considered

primarily a tight monitoring system, which has also been

re+erred to as type A monitoring system, or a Type Z

monitoring system which controls through acculturation or

socialization. Research by Ouchi and Johnson indicated that

organizational members under Type A monitoring systems

experienced higher rates 0+ turnover, lower levels 0+ mental

health and weaker attachments to the organization than

members in organizations which used Type Z monitoring

systems. Executives in organizations who used Type A

monitoring systems also tended to experience more anomie and

to be more specialized than their counterparts in

organizations who used Type Z monitoring systems.=‘

Hrebiniak’s research also indicated that when a

supervisor perceived the control process to be tight he was

more likely to rely on +ormal control, closer supervision,

and increased use 0+ rules which resulted in decreased

°° Child, J. "Strategies 0+ Control and Organizational
Behavior." Administrative Science Quarterly, 18, March
1973, 1-17.

" Ouchi, W. and J. Johnson. "Types 0+ Organizational
Control and their Relationship to Emotional Well Being."
Administrative Science Quarterly, 23, June 1978, 293-317.
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worker autonomy and participation. Additionally, the

greater the exercise of external control over the manager

the more his subordinates perceived ambiguity regarding his

locus of and legitimacy of control.=°

Implications for Management Accounting Control

Organizational and control structures are developed to

help the organization achieve some specific goals. In order

to achieve its goals the organization attempts to promote

goal congruency and reduce the uncertainty of behavior

amongst the organizational members through routinization. A

synthesis of the foregoing research indicates that control

mechanisms will develop within the organization which

reflect the organization’s method of collecting information

and preventing inappropriate behavior. To produce norms of

behavior organizations routinize work through formalized

rules and standardization, and to assure that labor conforms

to the prescribed behavior the organization must develop

surveillance systems to monitor actual performance.

Routinization, on the other hand, places increasing

emphasis on role specification which tends to encourage high

degrees of standardization, specialization, formalization

’°
Hrebiniak, L. "Job Technology, Supervision, and

work—Group Structure." Administrative Science Quarterly,
19, 1974a, 395-410.
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and centralization of authority. For management accounting

to provide the required feedback on

segments/departments/processes of the organization, each

unit must be clearly differentiated in terms of

responsibilities (span of control) and goals. This

requirement will lead to more formalization and role

specification. As research indicates, however,

formalization and specification are more applicable to

certain environments than they are to uncertain

environments. Additionally, interdependencies may exist

between units which affect performance; however, management

accounting tends to stratify the organization into

identifiable segments as if no interdependencies existed.

The structure by itself, nevertheless, will not control

behavior, i.e., promote effective performance. Controlling

performance requires a mechanism which collects actual

performance feedback data and then compares it against a

standard, a norm of performance.*°

The management accounting process provides a

surveillance system which is linked with the performance

*° Child, J., op. cit., 1973; Conlon, E. "Feedback About

Personal and Organizational Outcomes and its Effectiveness on
Persistance of Planned Behavior Changes." Academy of Management
Journal, 23, June 1980, 267-286.
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evaluation system, a requirement for effecting behavior.°’

The collection of feedback provides the organization with

the ability to monitor the progress toward its goals and

react to changes which are not in line with its goals. The

major role management accounting plays in the organization

is providing feedback which is evaluative in nature. Its

ability to provide information which will allow management

to predict, thus reducing future uncertainty, is dependent

upon the nature of the task it is asked to monitor.

Management accounting produces relatively standardized

performance evaluation information in terms of budget vs.

actual performance. The task environment, however, may not

always be easily standardized or predictable. Management

accounting appears to be best suited to monitoring tasks

which are predictable and have relatively certain

environments. The effectiveness of management accounting in

evaluating a task should thus be dependent upon the task’s

certainty and predictability. The more certain, predictable

or standardized the better management accounting will be

able to accurately evaluate the task. The fit between the

task and management accounting- techniques’ ability to

evaluate the task should affect the recipient’s perceptions

regarding the equitability of the performance evaluation.

For example, the performance report will show actual

" McNeil, K., op. cit., 1978.
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per+¤rmanca minus budgeted performance. The primary focus

of management in using variances is
nto

reward the manager

for non—negative variances and to punish him for negative

variances. Unfortunately, as prior research indicates

negative feedback tends to be rejected more often than
E

positive feedback.°'

The management accounting process would appear to

promote both a tight monitoring system and allow increasing

amounts of external control to be exerted. Prior research,

however, indicated that tight monitoring systems and

increases in external control resulted in subordinates

questioning their leader’s locus and legitimacy of control,

as well as decreased attachment to the firm.

RELATIONSHIP B

MANAGEMENT CONTROL CLIMATE

ACCOUNTING NON-ACCOUNTING

°° Foran, M. and D. DeCoster. "An Experimental Study
of the Effects of Participation, Authoritarianism and
Feedback on Cognitive Dissonance in a Standard Setting
Situation." The Accounting Review, 1974, 751-763.
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Overview

Etzioni maintains that organizations are social units

deliberately constructed to seek specific goals.3’ Thus,

the management control climate constructed in an

organization will reflect the characteristics of the

organization as a whole, as well as its operating rational,

to bring about specific goals.

The various general characteristics of the organization

which might affect the type of management control climate

may involve the size of the organization, the degree of

centralization of decision making, and the type of

bureaucratization. Additionally, the particular management

control climate may vary according to the organizational

level, and may involve the use of accounting or non-

accounting types of control mechanisms.

Management Control Climate

The management control climate will vary depending on

the extent to which the organization employs two strategies

of administrative control: bureaucratization and centralized

decision making. The main characteristics associated with

bureaucratization are size and the extent of work

integration while concentration of authority is largely

" Etzioni, A. A Comparative Analysis of Complex
Organizations, New York, New York, Free Press, 1961.
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associated with dependence. Additionally, when

organizations place high values on structuring techniques

such as specialization, standardization, formalization, and

centralization, they tend to increase the amounts of role

prescription and specificity,‘° i.e., make the control

climate tighter.

Pugh, Hickson, Hinings, and Turner also found that large

organizations tended to have more specialization,

standardization and formalization. There was no

relationship, however, between size and concentration of

authority and autonomy. Although centralization of

authority was related to the age of the organization and its

public accountability. Furthermore, there was a negative

relationship between size and centralization, and a positive

~
relationship with standardization of procedures for

selection and advancement.‘*

whether the organization’s hierarchical structure is

flat or tall may also affect the extent to which

bureaucratization and/or centralization of decision making

are employed for control which, in turn, will affect the

management control climate. lvancevich and Donnelly found

‘°
lnkson J., D. Fugh and D. Hickson. "Organizational

Context and Structure: an abbreviated replication."
Administrative Science Quarterly, 15, 318-329.

‘*
Pugh, D., D. Hickson, C. Hinings, and C. Turner.

"The Context of Organizational Structures." Administrative
Science Quarterly, 14, 1969, 91-114.
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that tall hierarchical structures resulted in more job

specialization, lower morale, lower output, and less

innovation while flat hierarchical structures resulted in

more efficiency and better performance. Additionally, tall

hierarchical structures provided for security and social

needs, and flat hierarchical structures tended to foster

autonomy and self-actualization satisfaction.‘=

Organizational Level Characteristics

The analysis of management climate also requires

considering how the conditions and practices at one level in

the hierarchy effect those at other levels. Since influence

flows down through the organization it will require time for

the upper level directives to effect the lower levels in the

organization. As Bowers suggests the objectives, policies,

decisions, and directives are the end result of upper

echelon groups and it is these results which comprise the

management climate.‘°

The general management climate may be assessed in terms

of four factors which represent the organizational

conditions and practices-- organizational climate,

‘*
Ivancevich, J. and J. Donnelly. "Relation of

Organizational Structure to Job Satisfaction, Anxiety-
Stress, and Performance." Administrative Science Quarterly,
20, June 1975, 272-280. _

‘°
Bowers, D. System 4: The Ideas of Rensis Likert.

Ann Arbor, Michigan, University Press, 1975.
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management leadership, peer leadership, and group process."

A major determinant of managerial leadership behavior is the

organizational climate and a major determinant of peer

leadership is the management leadership group process. As

Porter and Lawler suggest, the individual’s placement in the

organizational hierarchy appears to be strongly related to

his attitudes and behavior.‘°

Franklin studied streams of organizational influence

factors. His study indicated that the best predictors for

the subordinate group level climate were organizational

climate followed by group process, managerial leadership and

peer leadership. Analyzing the data across time indicated

that the best predictor for the subordinate level climate in

time two was the superior group process from time one.‘¢

Perrow also suggested that the work processes of an

organization provide the basic foundation upon which the

social structure of an organization is built." Thus,

looking at the specific work proccesses in the organization,

" Franklin, J. "Down the Organization: influence
processes across levels of hierarchy." Administrative
Science Quarterly, 20, 1975, 153-164.

‘°
Porter, L. and E. Lawler. "Froperties of

Organizational Structure in Relation to Job Attitudes and
Behaviors." Psychological Bulletin, 64, 1965, 23-51.

‘*
Franklin, J., op. cit., 1975.

" Perrow, C. "A Framework for the Comparative
Analysis of Organizations." American Sociological Review,
32, 1955, 195-208.
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in addition to the hierarchical levels, should provide an

improved indication of the management control climate which

exists. Hage and Aiken found that the more routine the work

flow the greater the centralization of decision making about

basic organizational issues. Routine work flows also

resulted in more formalized rules but had little affect on

job codification or rule observation. Although the degree

of routiness and emphasis on efficiency were related there

was no association between routiness and relative

effectiveness as an organizational goal. The routinization

of technology, however, resulted in an increasing emphasis

on the number served and a decreasing emphasis on quality of

service."

Reimann also emphasized that there was a need to

differentiate between system levels and work flow levels in

the organization. His research suggested that the strongest

relationship to system level structure was system level

technology, and that horizontal differentiation related

primarily to size, formalization and dependence.

Furthermore, operational decisions tended to be

decentralized for relatively lower degrees of mass

‘°
Hage, J. and M. Aiken. "Routine Technology, Social

Structure, and Organizational Goals." Administrative
Science Quarterly, 14, 1969, 366—377.
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production, and greater rates of technological change."

Fry and Slocum’s research also lsuggested a need to

consider work group technology, with respect to management

climate, which was conceptualized along three dimensions—-

number of exceptions, nature of search for resolution when

exceptions occur, and interdependence. The work group was

defined as the smallest formal grouping of personnel within

an organization. Number of exceptions was the degree to

which stimuli were perceived as familiar or unfamiliar by

members of the work group. The search behavior referred to

the nature of the search that took place by individuals when

exceptions occurred. Interdependence was the degree to

which individuals were dependent on and supported others in

the task accomplishment. This research found negative

correlations within these three technology dimensions. The

less specialized groups had more rules and their officers

had larger spans of control, however, the narrower the span

of control the more the members reported participating.°°

" Reinmann, B. "ürganizational Structure and
Technology in Manufacturing: system vs. workflow level
perspectives." Academy of Management Journal, 23, March
1980, 61-77.

°° Fry, L. and J. Slocum, Jr. "Technology, Structure,
and Workgroup Effectiveness: a test of a contingency mode1."
Academy of Management Journal, 27:2, June 1984, 221-246.
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Span and Locus of Control

Five factors which may affect
'the

manager’s span of

control involve: complexity of the job, visibility of the

results, interdependence and need for coordination among

tasks, degree to which interdependent activities require

human intervention as opposed to mechanical intervention,

and the kinds of personnel required by technology.°* In

addition to the task characteristics which affect a

manager’s span of control, an individual’s reaction to a

type of control system may also be dependent upon his locus

of control orientation.

Locus of control orientation deals with the individual’s

generalized expectancy regarding whether outcomes are

externally controlled or internally controlled. Research

has indicated that individuals with an external locus of

control orientation experience more alienation and less

satisfaction on the job. Supervisors with an internal locus

of control orientation are happier with participation than

those whose orientation is external and less satisfied with

a directive style.

Managers are more likely to haye an internal orientation

than are non-managers, and the higher up the hierarchy the

manager is the more likely his orientation is to be .

°'· Hunt, R. "Technology and Organization." Academy of
Management Journal, 13, 1970, 235-252.
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internal. Managers with an internal orientation also

perceive a stronger relationship between working hard and

good performance, and between good performance and receiving

rewards.°* Additionally, managers with an external locus

of control orientation are more likely to use coercive power

while those with internal orientations tend to use personal

persuasion power.

Power

The management control climate will also reflect the

distribution of power within the organization, that is the

interplay between the political processes (goal formation)

and the economic processes (resource allocation).°=

French and Raven have suggested that bases of power will

fall into the categories of reward, coercive, legitimate,

referent, and expert.°‘ Katz and Kahn have suggested

combining referent and expert power to develop a measure of

incremental influence.°° Ivancevich’s study used the notion

9* Mitchell, T., C. Smyser, and S. Need. "Locus of
Control: supervision and work satisfaction.“ Academy of
Management Journal, 18, September 1975, 623-631.

°° McNeil, K., op. cit., 1978.

°‘
French, J and G. Raven. "The Bases of Social

Power." In D. Cartwright and A. Zander (Eds.), Qgggg
Dynamigs, 2nd Ed., Evanston, Illinois, Row Peterson, 1960,
607-623.

PP Katz D. and R. Kahn, op. cit., 1966.
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of incremental influence to test satisfaction. This study

found that the use of incremental influence resulted in

positive satisfaction based on status, autonomy and growth,

while the use of reward, coercive and legitimate power

resulted in negative satisfaction. Although legitimate

power did not result in satisfaction it did produce

motivation.°•

In order to maintain or legitimate authority (power) the

flow of information necessary for control must be

manipulated in a manner which keeps subordinates ignorant.=’

As Markus and Pfeffer’s review of prior research suggests,

sophisticated control mechanisms, such as budgeting and

performance reports, are constructed in a manner which

maximizes the flow of information upward and minimizes the

flow of information downward.

The ability to dominate and adapt additionally provide a

power base for individuals within the organizational A

administration.°' Since the ability to determine the

information to be used results in organizational power those

with power will seek to influence the control mechanism to

°* Ivancevich, J. "Analysis of Control, Basis of
Control and Satisfaction in an Organizational Setting."
Academy of Management Journal, 13, December 1970, 427-436.

°’
McNeil K., op. cit., 1978.

9* Hickson, D., C. Hinings, C. Lee, R. Schneck, and J.
Pennings, op. cit., 1971.
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maintain their power.°’ Therefore, the ability to evaluate

with information and reward according to that information

becomes a key element of formal authority and power.

The design of the management control system will be

used to reinforce the existing power structure in the key

areas of decision making, alteration of organizational

performance, and legitimating authority. As a result, the

management control climate will reflect the organizational

distribution of power, culture and system of shared values

and beliefs, and the extent of agreement about technology

and goals.*° Although participation has often been

suggested to improve organizational goal congruence and the

relationship between the managed and management, it is often

opposed by management from the standpoint that it requires a

redistribution of power.

Participation

Participation has been broadly defined as the ability to

exert influence in the decision-making process through

interaction between workers and management based on

°’
Markus, M. and J. Pfeffer . "Power and the Design

and Implementation of Accounting and Control Systems."

Accounting, Organizations and Society, 8:2/3, 1983, 205-218.

•°
Ibid.
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information sharing.•* This notion has led reasearchers to

offer suggested benefits for participation in the budgeting

process which involve inducing internalization of budget

goa1s,•* resolving conflicts and individual differences

about goals,°° providing operating managers a sense of

challenge and responsibi1ity,•‘ providing individuals with a

sense of well-being and se1f—actua1ization,•° and creating

work group harmony and cohesion.••

In support of some of these notions, Hofestede’s

research indicated that participation in the budgeting

process led to high motivation in the area of financial

standards but not technical standards. Those supervisors

** Wall, T. and J. Lischeron. Worker Particigation: A
Critigug gf the Literatur; and some Fresh Evidence. New
York, New York, McGraw-Hill, 1977.

‘“
Hanson, E. "The Budgetary Control Function." The

Accounting Review, 40, 1966, 239-242

*° Schiff, M. and A. Lewin, op. cit., 1970.

°‘
Caplan, E. Management Accounting and Behavioral

Scienge. Reading , Massachusetts, Addison—Wesley, 1971;
Swieringa, R. and R. Moncur. Some Effects of Particigative
Buggeging on Mgnggerial Behavior. New York, New York,
National Accounting Association, 1975.

°° Mulder, M. "Power' Equalization Through
Participation." Adminsitrative Science Quarterly, 16, 1971,
31-38.

"
Likert , R. New Patterns of Management, 1961, and

The Human Organization: Its Management and values, 1967, New
York, New York, McGraw-Hill; Ronen, J. and J. Livingstone,
op. cit., 1975.
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who had never experienced participation, however, did not

necessarily have unfavorable attitudes toward their

superiors or the organization. Additionally, leadership

style, authoritative vs. democratic, was found to moderate

the relationship between participation and motivation.°’

Milani also found a strong relationship between budget

participation and attitudes toward the job and the

organization.••

In terms of the effect of participation on motivation,

Searfoss and Monczka found significant positive

relationships between perceived participation and

motivation, need for particpation and independence, and

perceived particpation and hierarchical level.•’ Searfoss’s

research also indicated a significant relationship between

the foremens’ perception of participation and their goal

directing effort.’° Other researchers have found positive

relationships between, perceived control and overall

°’
Hofstede, G. The Game of Budget Control. London,

England, Tavistock Publishers Limited, 1968.

*' Milani, K. "The Relationship of Participation in
Budget Setting To Industrial Supervisory Performance and
Attitudes." The Accounting Review, 50, 1975, 274-284.

"
Searfoss, D. and R. Monczka. "Perceived

Participation in the Budget Process and Motivation to
Achieve the Budget." Academy of Managment Journal, 16,
1973, 541-554.

’°
Searfoss, D. "Some Behavioral Aspects of Budgeting

for Control: An Empirical Study." Accounting, Organizations
and Society, 1, 1976, 375-384.
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effectiveness, participation and job involvement, and

participation and motivation.’* Brownell, however has

suggested that the individual’s locus of control orientation

may moderate the relationship between participation and

per+ormance.’* Additionally, Dunbar suggested that an

individual’s desire to participate was related to their

perceived expertise and economic sel+-interest.’°

Implications for Management Accounting Control

A synthesis of the prior research seems to imply that in

attempting to reduce uncertainty organizations will develop

varying management control climates. As organizations

become larger there will be a tendency toward

standardization, formalization, and a tighter management

control climate. Placing high values on these bureaucratic

administrative techniques tends, however, to foster job

specification which may result in lower job satisfaction and

" Kavocic, B., V. Ruo, and A. Tannenbaum. "Control,
Participation and Effectiveness in Four Yugoslavian
Industrial Organizations." Administrative Science
Quarterly, 16, 1971, 74-86; Vroom, V. Work and Motivation.
New York, New York, Wiley and Sons, 1964.

’*
Brownell, P. "A Field Study Examination of Budgetary

Particpation and Locus of Control." The Accounting Review,
57, 1982, 766-777.

. "Particpation, Locus of Control and

Organizational Effectiveness." The Accounting Review, 55,
1981, 844-860.

"’
Dunbar, R. "Budgeting for Control." Administrative

Science Quarterly, 16, 1971, 88-96.
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less autonomy. Additionally, there is a need to consider

the individual’s placement in the. organization’s work

processes, as well as the hierarchical levels, since the

management control climate employed may vary between

organizational processes and levels.

The perceived management control climate may also be

affected by the individual’s locus of control orientation

which may not be compatible with the actual control

mechanism employed by the organization. Attempting to

change control mechanisms within an organization to suit

individual needs, however, will be difficult since these

mechanisms tend to support the existing power structure.

Access to control information also provides a source of

power within the organization. Although research suggests

that power influences job satisfaction, attempts at

redistributing power, such as increasing participation are

usually not satisfactory to management.

The application of management accounting to the control

process and the generation of variances which are used to

reward and punish reflects what might be referred to as

coercive power. Research on various types of power,

however, indicates that coercive power provides neither

satisfaction nor motivation. Although the performance

report does provide the legitimation of authority which may

provide motivation to achieve the budget.
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The management accounting process and the resultant

feedback will also provide one of the required mechanism for

keeping subordinates ignorant. The report at lower levels

will be for departments only and these reports will be

aggregated as they are prepared for upper levels of

management. Thus, only the top level of management knows

the overall performance and goals, i.e., management

accounting provides the privileged information necessary for

power. This data, however, will be highly aggregated and

will obscure interdependencies which exist at lower levels.

Management accounting requires standardization and

formalization of tasks in order to collect quantifiable

information, monitor, and evaluate results. Thus, the

management accounting process will likely result in more

centralized decision making, tighter control systems,

decreased spans of control (power) at lower levels, and

decreased participation.

Accounting vs. Non-Accounting Control Mechanisms

The type of control strategy the manager selects will be

affected by his location in the organizational hierarchy.

To assess the degree of conformity to role prescription two

types of control may be used, personal surveillance

(behavior control) and measurement of outputs (output

control).
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Ouchi and McGuire’s research indicated that behavior

control was used in response to both the need and the

ability for direction and guidance, while output control was

used to provide legitimate evidence or to protect one’s

position. The use of a particular type of control was

closely related to the manager’s position in the

organizational hierarchy. The higher the manager’s position

in the organization the more ouput control was used and the

less behavior control was used. Furthermore, the greater

the manager’s knowledge of the task the more likely he was

to use behavior control rather than output control."

Therefore, in studying the organizational climate and its

affect on control, individuals will be grouped according to

various hierarchical levels within the organization.

Implications for Management Accounting Control

As prior research indicated upper levels of management

tend to focus on output control for evaluation purposes

while lower levels of management focus on behavior control.

A major supplier of output control in the organization is

management accounting. Therefore, it is likely that upper

levels of management will consider performance report

evaluations to be more appropriate and use them to a greater

" Ouchi, W. and M. Mcßuire, op. cit., 1975.
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degree than lower levels of management.

Implications for Research

Although this study is not concerned with evaluating the

organizational and management climate, the findings of the

foregoing research must be considered. Therefore,

information regarding the external and internal environment,

organizational and managerial structure, and the control

structure will be gathered through interviews, and

questionnaires.

Based on the previous research findings it seems highly

likely that the management accounting system, and the

performance report in particular, will be affected by these

organizational variables. Thus, a working knowledge of

these variables, in each organization, will be obtained to

enhance the interpretation, explanation, and conclusions of

this research effort.

RELATIONSHIP C

ACCOUNTING > PERFORMANCE REPORT-VARIANCES
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Overview

To control performance, management requires a mechanism

which collects actual performance data and then compares it

against a standard.’° The process of bringing about

effective performance behavior, however, requires that the

control system and performance evaluation system be

linked.’• The performance report provides management with a

mechanism which compares actual performance against a

standard. The necessary link between the control system and

the performance evaluation system may be accomplished if

management bases rewards and punishments on the resultant

performance report variances.

Subjective vs. Formula—Based Evaluations _

Govindarajan’s study used contingency theory to assess

the impact of uncertainty on the style of performance

evaluation. The results indicated that subjective

performance evaluations resulted in greater performance

effectiveness than formula—based evaluations. There was

also a significant relationship between environmental

uncertainty and evaluation style. —Managers facing

high environmental uncertainty tended to use subjective

’°
Child, J., op. cit., 1973; Conlon, E., op. cit.,

1980.
’*

McNeil, K., op. cit., 1978.
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evaluation to a greater degree then managers in situations

of low uncertainty. Generally, managers faced with low

uncertainty environments tended to rely primarily on

formula—based evaluation measures."

Performance Report Projected Goal

A review of the literature regarding the effect of goal

difficulty and attainability on performance suggests that:’°

1. groups assigned difficult goals tend to outperform
groups assigned moderate or easy goals.

2. performance is better if goals are clear and
quantitative rather than unclear or subjective.

3. the goals must be perceived of as attainable.

4. assigned goals have an affect on the individual’s
behavior to the extent that they are accepted by the
individual.

Carroll and Tosi found perceived goal difficulty was

positively related to self-rated managerial efforts for

those individuals who were high on self assurance, mature,

"
Govindarajan, V. "Appropriateness of Accounting

Data in Performance Evaluation: an empirical examination of
environmental uncertainty as an° intervening variable.“

Accounting, Organizations and Society, 9, 1985, 125-135.

’°
Locke, E. "Towards a Partial Theory of Task

Motivation and Incentives." Organization Behavior and Human
Performance, 3, 1968, 157-189.

, K. Shaw, L. Saari, and G. Latham. "Goal
Theory and Task Performance: 1968-1980." Psychological
Bulletin, 90, 1981, 125-152.
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and perceiving rewards to be contingent upon performance."

Hofstede’s research, however, indicated that tight budget

standards led to poor attitudes and expectations, and low

motivation.°° Although Kenis’s study suggested that goal

clarity was related to job satisfaction and positively

related to attitudes toward the budget and managerial

motivation, he also concluded that tight budgets were

associated with low motivation, poor attitudes, and

performance.'*

Implications for Research

while the budget initially represents the quantitative

performance goal, the evaluation process later relies on the

performance report to represent the individual’s success or

lack thereof in achieving the goal. Thus, it appears that

the performance report is the formula-based measure being

used in an attempt to motivate individuals to improve

performance.

" Carroll S. and H. Tosi. ‘"Goa1 Characteristics and
Personality Factors in a Management By Objectives Program."
Administrative Science Quarterly, 15, 1970, 295-305.

'° Hofstede, G., op. cit., 1968.

'* Kenis, I. “The Effects of Budget Goal
Characterisitcs on Managerial Attitudes and F‘erformance."
The Accounting Review, 54, 1979, 701-721.
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RELATIONSHIP D

PERFORMANCE REPORT-VARIANCES

INDIVIDUAL’S PERCEIVED EOUITABILITY OF THE EVALUATION

Overview

Although this research focuses on the performance

report, prior studies limited to examining attitudes toward

budgeting may provide important insights. Evidence from the

literature suggests that accounting controls are sometimes

rigidly used in organizations despite managers’ knowledge of

the existence of complex tasks which require f1exibility.°*

Thus, some managers may perceive the accounting system to be

an incomplete and imperfect measure of their performance,°=

while others may feel that the accounting measures are

unfair, unobjective, uninfluenced by a variety of important

factors, and thus, incapable of providing a true description

'* Hertzog, J. "The Role of Information and Control
Systems in the Process of Organizational Renewal: Roadblock

or Roadbridge." Accounting, Organizations and Society, 3,
1978, 29-45; Ansari, S. "Towards an Open System Approach to
Budgeting." Accounting, Organizations and Society, 4, 1979,
149-161.

'° Hayes, D. “The Contingency Theory of Management
Accounting." The Accounting Review, 51, 1977, 22-39.
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of managerial activities.°‘

Attitudes Toward Budgets

Hopwood explored the effects of four different styles of

evaluation; budget constrained, budget—profit, profit

conscious, and non—accounting. His study indicated that the

two styles of budget evaluation resulted in managers

experiencing increaséd amounts of tension. Additionally,

the evaluation methods which focused on the budget were

believed to be less fair by managers than the profit

conscious or non-accounting styles. More importantly,

managers who were evaluated under the budget styles

experienced less favorable relations with superiors and

subordinates, participated more in budgeting manipulation

techniques, misunderstood the importance of the budget in

their performance evaluation, and experienced less goal

clarity.•° Thus, Hopwood concluded that the use of budgets

promoted dysfunctional behavior. °

Otley attempted to replicate and extend Hopwood’s

findings by employing similiar styles of evaluation. His

study also incorporated perceptions regarding the way

budgets were used in the performance evaluation, trust of

"
Lawler, E. and J. Rhode. Information and Control in

Organizations. Pacific Palisade, California, Goodyear

Publishing Co., 1976.

'° Hopwood, A., op. cit., 1972.
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one’s manager, job ambiguity, and the perceived fairness of

the evaluation. Results of the study indicated that

managers’ attitudes regarding the method of evaluation did

not appear to be strongly related to the style which was

perceived to be used. Otley, like Hopwood, found that there

appeared to be a lack of congruence between middle and lower

level managers’ perceptions of how they were evaluated and

upper level managers’ perceptions of how they evaluated

performance.

Furthermore, managers who disagreed with the

appropriateness of the evaluation being used reported

increased job tension, and managers who were evaluated under

the budget styles experienced more job ambiguity; however,

they were more often able to meet their budgets, i.e.,

performed better. Thus, Otley concluded that the budget

styles might promote better performance, that is functional

behavior. He qualified this finding, however, since a

review of the corporate data indicated that the managers

might have been participating in budget manipulating

activities.••

Brownell attempted to reconcile the differences between

Hopwood and Otley’s findings. Brownell collapsed the four

classifications of evaluation style into two

classifications, high budget emphasis and low budget

" Otley, D., op. cit., 1978.
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emphasis. The results of his study indicated that high

performance (self—reported) was associated with decreased

budget emphasis, and increased budget emphasis resulted in

increased job satisfaction." Unfortunately, Brownell’s

study failed to reconcile the differences found in the

earlier studies, although he tended to agree with Hopwood’s

conclusion that the use of budgets promoted dysfunctional

behavior.

Other research findings tend to support some of the

various conclusions reached by Hopwood, Otley, and Brownell.

Merchant’s analysis of organizational performance with

respect to budgets suggested that performance was negatively

correlated with requirements to explain variances and

positively correlated with influence on budgets- and

involvement in budgeting activities.°' Further support for

the existence of this relationship was supplied by Bruns and

waterhouse, who found that perceived control was negatively

correlated with the limiting features of budgets and

positively correlated with the acceptance of methods

"
Brownell, P. "The Role of Accounting in Performance

Evaluation, Budgetary Participation and Organizational
Effectiveness," 1982.

"
Merchant, K. "The Design of the Corporate Budgeting

System: Influence on Managerial Behavior and Performance."
The Accounting Review, 1981, 813-829.
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employed.°’ Collins, Seiler and Clancy’s findings also tend

to support relationships found by Hopwood, Otley and

Brownell since their analysis of budgetary attitudes and

motivation indicated that:’°

1. negative attitudes toward the budget were associated
with negative motivation.

2. less influence in the budgetary process was associated
with higher negative motivation (budget slack,
withdrawn support, or intentional errors).

3. perceptions of high amounts of conflict between
superiors in the budgetary process resulted in high
negative motivation for subordinates.

4. increased perceptions of ambiguity resulted in lower
ratings of positive motivation.

5. the more the budget variances were perceived to be used

in performance evaluation the higher the positive
motivation.

Feedback

Organizations attempt to use feedback to bring

about some predetermined behavior. A review of the feedback

literature led Latham and Yukl to suggest four ways in which

feedback might lead to improved performance; it might induce

the setting of goals by individuals who lack them; it might

°’
Bruns, W. and J. waterhouse. "Budgetary Control and

Organizational Structure." Journal of Accounting Research,
Autumn 1975, 177-203.

’°
Collins, F., R. Seiler, and D. Clancy. "Budgetary

Attitudes: the effects of role senders, stress and
performance eva1uation.“ Accounting and Business Research,
1984, 163-168.
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raise an individual’s goal levels; it might inform

individuals when their current performance is

unsatisfactory, and it might result in greater effort being

put forth.’*

The effect of feedback, however, on the indivdual’s

behavior and the resultant performance will be dependent on

his acceptance of the feedback. Additionally it has been

suggested that poor job performance may result if feedback

is infrequent and/or unclear with respect to the

individual’s performance on the
job.’=

If the individual

feels that the feedback is not clear or appropriate a

conflict may arise. In fact some researchers have suggested

that the lack of feedback may result in low morale, low

confidence and hostility,’° and that feedback clarity and

frequency are required for the formation of subsequent

aspiration levels.’*

Hofstede’s research indicated that motivation was

correlated with the frequency of communication regarding

’*
Latham, G. and G. Yukl. "A Review of Research on

the Application of Goal Setting in Organizations." Academy
of Management Journal, 18, 1975, 824-845.

’*
Lawler, E. "Control Systems in Organizations." In

Dunnett, M. (ed.), Handbook of Industrial and Organizational
Psycholggy, Chicago, Illinois, Rand McNally, 1976.

’°
Becker, S. and D. Green. "Budgeting and Employee

Behavior." Journal of Business, 1962, 392-402.

" Stedry, A. Budget Control and Cost Behavior.
Englewood Cliffs, New Jersey, Prentice-Hall, 1960.
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costs and variances by the supervisor. Additionally, when

responsibilities were clear cut the budget reports resulted

in favorable attitudes by individuals being evaluated.’°

Kenis found feedback to be weakly and positively correlated

with motivation and job satisfaction.’* Cook found the

frequency of feedback to be associated with job satisfaction

and performance."

Conlon’s research indicated that the type of feedback

was important in the persistence of a behavior. The

decision to persist in a behavior, if the outcome was

valued, was greater if the feedback confirmed a condition,

than it was if it disconfirmed a condition. The type of

feedback also affected the direction of the belief, while

feedback in general affected the strength of the belief

regarding the outcome."

Other factors affecting the individual’s acceptance of

performance feedback involve whether it is positive or

negative, and its source. Ivancevich and McMahon found that

self-generated feedback was superior to externally generated

feedback in the areas of cost control, quality control,

’°
Hofstede, G., op. cit., 1967..

’°
Kenis, I., op. cit., 1979.

" Cook, D. "The Effects of Frequency of Feedback on
Attitude and Performance.“ Journal of Accounting Research,
5, 1968, 213·224.

’°
Conlon, E., op. cit., 1980.
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unexcused overtime completions, intrinsic satisfaction and

commitment to the organization." Furthermore, Foran and

DeCoster indicated that the individual’s commitment to, or

acceptance of, performance standards was significantly

greater if the feedback was favorable.*°°

Of particular importance regarding the use of

performance reports is Child’s research which indicated that

the greatest source of conflict resulted from the use of

performance—oriented records followed by specialization and
I

standardization. Although the presence of

disagreement/conflict encouraged challenging authority, the

bureaucratic structure also inhibited pressing for change

(innovation).*°*

Implications for Research

Synthesizing the results of the studies mentioned in

this section would seem to indicate that individuals tend to

form attitudes regarding the feedback provided by the

evaluation system and its equitability which will, in turn,

affect their motivation to perform. These attitudes are

" Ivancevich, J. and J. McMahon. "The Effects of Goal
Setting, External Feedback and Self-Generated Feedback on
Dutcome variables: A Field Experiment." Academy of
Management Journal, 25(2), 1982, 359-372.

*°° Foran, M. and D. DeCoster, op. cit., 1974.

*°* Child, J., op. cit., 1973.
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likely to be affected by the type of feedback, i.e.,

negative or positive variances, and the clarity and

frequency of the performance report.

RELATIONSHIP E

INDIVIDUAL’S PERCEIVED EOUITABILITY OF THE EVALUATION

POSITIVE PATH NEGATIVE PATH

Overview

Vroom suggests that the effort expended by an individual

is a function of the desirability of the outcome and the

probability that the outcome can be achieved.*°* This

theory employs three important variables, instrumentality,

valence and expectancy. Instrumentality is defined as the

belief that certain outcomes will lead to other outcomes.

Valence is essentially the desirability of the outcome, and

expectancy is the probability that—the act will be followed

by the outcome.

An individual’s motivation to perform, therefore, is a

*°* Vroom, V., op. cit., 1964.
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function of the desirability of the outcome (intrinsic and

extrinsic), the instrumentality of the performance for the

outcome, and the probability that performing the act will

result in the desired outcome. An extention of the general

expectancy model was suggested by Porter and Lawler who

incorporated role perceptions into their model. Role

T
perceptions were defined as the kinds of activities that the

individual believed were required to perform the job

successfully.*°°

Role Ambiguity and Conflict

Role ambiguity has been defined as the extent to which

an individual perceives uncertainty with regard to the

performance requirements or evaluation, i.e., what is

considered "good performance." Role conflict has been

defined as the extent to which a person receives mixed

signals regarding what constitutes good performance.*°‘

The individual being evaluated may experience role

ambiguity if there is a lack of clear and consistent

information about the work role and the expectations of the

work role. That is, the individual lacks clear information

*°° Heneman, H. and D. Schwab. "Evaluation of Research
in Expectancy Theory and Prediction of Employee
Performance." Psychological Bulletin, 78, 1972, 1-9.

*°‘
Rizzo, J., R. House, and S. Lirtzman. "Role

Conflict and Ambiguity in Complex 0rganizations."
Administrative Science Quarterly, 15, 1970, 150-163.
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regarding the responsibilities and expectations regarding

what constitutes effective performance.*°° If the

individual is experiencing role ambiguity this may affect

his attitudes toward the performance report and performance

evaluations in general since prior research indicates that

role ambiguity may be associated with mental strain, job

tension, anxiety and depression,*°• job dissatisfaction,*°’

unfavorable attitudes toward organizational role senders,*°°

and resentment of superiors.*°’

Work Role and Role Outcomes

Graen extended the Vroom-Porter-Lawler model incorporating

*°° Kahn, R., D. Wolfe, R. Quinn, D. Snoek, and R.
Rosenthal. Qrgagigggional Stress; Studies in Role Conflict
ang Ambiggity. New York, New York, Wiley and Sons, 1964.

*°° Karasek, R. "Job Demand, Job Decision Latitude and
Mental Strain: lmplication for Job Redesign." Administrative
Science Quarterly, 24, 1979, 285-308; Gupta, N. and T.
Beehr. "Job Stress and Employee Behavior." Organization
Behavior and Human Performance, 23, 1979, 373-387.

*°’
Caplan, R. and K. Jones. "Effects of Work Load,

Role Ambiguity and Type A Personality on Anxiety, Depression
and Heart Rate." Journal of Applied Psychology, 60, 1975,
713-719; Beehr, T., J. Walsh, and T. Taber. “Relationship
of Stress to Individually and Organizationally Valued
States: Higher Order Needs as Moderators." Journal of
Applied Psychology, 61, 1976, 41-47; Rizzo, J., R. House,
and S. Lirtzman, op. cit., 1970.

*°' Miles, R. "An Empirical Test of Causal Inference
Between Role Perceptions of Conflict and Ambiguity and

Various Personal Outcomes." Journal of Applied Psychology,
60, 1975, 334-339.

*°" Caplan, R. and K. Jones, op. cit., 1975.
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first and second level outcomes. First level outcomes were

defined as the work role and second level outcomes were

defined as the work role outcomes. This research indicated

that job satisfaction was the result of the degree of

satisfaction with the work role. Additionally the perceived

instrumentality of the work role for attaining valued work

role outcomes affected job satisfaction and, in turn,

performance.**°

Unfortunately, the individual’s perception of what

constitutes the appropriate work role (job requirements) may

be affected by his location in the organization.***

Therefore, it would seem imperative that management

effectively communicate the "appropriate" work role to the

individual if expected performance is to be the result.

Additionally, it seems likely that the performance

evaluation report must also reflect this congruent work role

in order to be perceived as a valid evaluation of job

performance by the subordinate,**2 i.e., the role must not

be perceived of as ambiguous.

**° Graen, G. "Instrumentality Theory of work
Motivation: some experimental results and suggested

g;difications." Journal of Applied Psychology, SE, 1969, 1-
‘

*** Ranson, S., B. Hinings, and R. Greenwood. "The
Structuring of Organizational Structures." Administrative
Science Quarterly, 25, March 1980, 1-17.

*** Foran, M. and D. DeCoster, op. cit., 1974.
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Implications for Research

The individual’s motivation to perform is a function of

the desirability of the work role outcome, the

instrumentality of performing the work role to acheive the

outcome, and the probability that performing the work role

will lead to the outcome. Thus, the individual should

perceive the performance report as being either a positive

or negative mechanism in helping him to improve performance

and in turn achieve the valued outcome or the reward. Since

the performance report tends to be externally generated,

however, and often contains unfavorable variances there may

be a tendency for it to be rejected by the individual being

evaluated. Additionally, the evaluation may be rejected if

it does not reflect a congruent or acceptable work role.

RELATIONSHIP F

POSITIVE PATH NEGATIVE PATH

PERFORMANCE WILL . PERFORMANCE WILL NOT
LEAD TO REWARD LEAD TO REWARD

Overview

Expectancy and instrumentality theory suggests that the
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individual will make an evaluation regarding his performance

and whether or not it serves as a vehicle for obtaining the

reward. That is, the individual must perceive that

variations in performance will lead to variations in the

amount of reward received.**°

Attitude:

Knowledge of the individual’s attitudes regarding

expectancies and outcomes of performance is particularly

important in assessing the ability of the performance report

to act as a motivator, since prior research suggests that

these attitudes tend to be the best predictors of

performance.**‘ In other words, there is a cause-and-affect

relationship between expectations regarding performance in

time period one and performance rankings in time period

two.**° Additionally, other research has indicated that

**' Gailbraith, J. and L. Cummings. "An Empirical
Investigation of Motivational Determinants of Task
Performanceslnteractive Effects Between Instrumentality—
Valence and Motivation-Abi1ity." Organizational Behavior and
Human Performance, 2, 1967, 237-257.

**‘
Graen, G., op. cit., 1969; Hackman, J. and L.

Porter. "Expectancy Theory Predictions of work
Effectiveness." Organizational Behavior and Human
Performance, 3, 1968, 407-426; Lawler, E. and J. Suttle.
"Expectancy Theory and Job Behavior." Organizational
Behavior and Human Performance, 9, 1973, 482-503.

**”
Cherrington, D. and J. Cherrington. "Appropriate

Reinforcement Contingencies in the Budgeting Process."
Journal of Accounting Research, 11, 1973, 225-253.
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those managers who were ranked as the best performers also

perceived a stronger relationship between good performance

and the attainment of the reward.**•

Reward Contingency

Cherrington and Cherrington have suggested that it is

not so much the budget instrument that has the influence on

individuals as it is the positive and negative reinforcing

consequences and the reward contingencies which are
“

associated with them.**’ when rewards are made contingent

upon good performance, subordinates have expressed

satisfaction with their work, supervision, and advancement

opportunities. Additionally, high performers indicated more

satisfaction then low performers with work and pay when

their superior administered contingent rewards rather than

non-contingent rewards.**'

Schiff and Lewin suggest that when the reward structure

places too much emphasis on whether the feedback is positive

*** Ibid.; Lawler, E. and L. Porter. "Antecedent
Attitudes of Effective Managerial Performance."
Dzganizational Behavior and Human Performance, 2, 1967, 122-

**’
Cherrington, D. and J. Cherrington, op. cit., 1973.

*" Podsakoff, P., N. Todor, and R. Skov. "Effects of
Leader Contingent and Noncontingent Reward and Punishment
Behaviors in Subordinate Performance and Satisfaction."
Academy of Management Journal, 25, 1982, 810-821.
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or negative, managers tend to build slack into their

budgets.**’ Other research efforts tend to support the

general conclusions of Schiff and Lewin, and further \

indicate that common reactions to evaluations which involve

budgets result in managers manipulating production

figures,**° emphasizing departmental problems,*2* being less

concerned with the budget,*'* emphasizing the measure of

immediate concern,*=° asking for justification regarding the

measurement basis,**‘ and/or deferring some critical

decisions which may have immediate adverse impact on the

performance measure.**°

**’ Schiff, M. and A. Lewin, op. cit., 1970.
”

*’°
Hofstede, G., op. cit., 1967.

*°* Wallace, M. "Behavioral Considerations in
Budgeting." Management Accounting, 47, 1966, 3-8.

*°* Swieringa, R. and R. Moncur, op. cit., 1975.

*" Blau, P. Dynamics of Bureaucracy. Chicago,
Illinois, University of Chicago Press, 1955.

**‘ Hofstede, 6., op. cit., 1967; Simon, H., H.
Guetzkow, R. Kozmetsky and T. Tyndall. Centralization
versus Decentralization in Organizing the Control1er’s
Department. New York, New York, Controllership Foundation,
1954.

**° Lawler, E. and J. Rhode, op. cit., 1976; Lawler,

E., op. cit., 1976; Berliner, J. "A Problem of Soviet

Business Administration." Administrative Science Quarterly,
1, 1956, 86-101.



69

Implications for Research

The results of these studies seem to indicate that if

the performance report provides an accurate reflection of

performance (captures the work role), enhancing the

individual’s ability to achieve the reward, it should be

regarded as valid since it will allow the individual to

isolate performance areas which need improvement in order to

increase the reward. If, however, the performance report is

judged to be invalid, in that it does not accurately reflect

the individual’s performance, then it will be seen as a

barrier to obtaining the reward.

RELATIONSHIP G u

Performance will lead > Increased
to reward Performance

Overview

Georgopolous, Mahoney and Jones studied differences in

productivity employing a path-goal model. Their findings

indicated that productivity was a function of path-goal

perceptions; the clearer the worker’s perception of the path

that would result in the reward the higher the productivity.

Additionally, those who rated the goal as a high need item
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and also had a positive path-goal perception were more

productive. Of particular importance was their finding that

those who considered themselves free from barriers to

performance and had a positive path-goal perception were

higher producers than those who were not free from barriers

but also had a positive path-goal perception.*=*

Path-Goal Theory

Path instrumentality is the cognition that a particular

path (behavior) will lead to a particular outcome. In work

situations the individual will estimate the path

instrumentality of a behavior for the accomplishment of some

work goal. The individual may consider such factors as his

abililty to behave in an appropriate and effective manner,

and the support which will be received from others in the

accomplishment of the work-goal. Additionally, the

individual will consider the barriers that may be present in

the enviroment which prevent the accomplishment of the work-

goal.

Path-goal theory may be expressed using the following

equation=*=’

*** Georgopoulos, G., G. Mahoney, and N. Jones, Jr. "A
Path-Goal Approach to Productivity." Journal of Applied
Psychology, December 1957, 345-353.

*2’
House, R. "A Path Goal Theory of Leader

§;;e;§éveness." Administrative Science Quarterly, 16, 1971,
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n

M=IV +F* [IV + £(F‘ EV)]
b 1 a i=1 2i i

i= 1,...,n,

M = motivation to work

IV = intrinsic valence associated with goal directed
b behavior

IV = intrinsic valence associated with work goal
a accomplishment

EV = extrinsic valence associated with work—goal
i accomplishment

P = path instrumentality of behavior for work goal
1 attainment

P = path instrumentalities of work goal for extrinsic
2i valences

House’s research indicated that the behavior of a leader

is relevant to all of the parts o+ the equation since, at

least in part, the leader determines the extrinsic reward

that should be associated with the work-goal accomplishment.

If the outcomes are contingent on an external rewarder,

i.e., manager or supervisor, the expectancy assigned by the

individual may be less if he perceives the behavior might

not be observed or recognized by the rewarder. The leader

can help to clarify an ambiguous path—goal relationship,

however, by insuring that the individual understands the
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linkage between the work goal achievement and the reward.*=¤

Implications for Research

These findings, combined with the discussion of prior

parts of the model, suggest that if the performance

evaluation is judged valid, i.e., provides the positive

path—goal linkage then the individual should perceive that

improving performance will lead to increased rewards.

Furthermore, if the individual rates the reward as a high

need satisficer then the link between productivity and the

reward becomes stronger. Such a relationship would allow

the management accounting control sequence to be used as a

positive motivator which could bring about effective

performance. _

RELATIONSHIP H

Performance will not > Decreased
lead to reward Performance

*“'
Ibid.
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Overview

If the performance evaluation is judged invalid in that

it does not accurately reflect "true" performance (the work

role), then the path—goal perception should be negative.

Negative Path-Goal

A negative path—goal relationship may be perceived by

the individual being evaluated if the company is basing

rewards on something other than the performance report, but

the individual’s expectations regarding the outcome ———-E

reward linkage is based on the performance report. That is,

the individual perceives that he cannot increase his reward

by improving performance. In this instance, the performance

report should be perceived as a barrier to obtaining the

reward or should not be deemed instrumental.

If the individual perceives the evaluation to be

negative, a barrier to receiving the reward, then there is

no incentive to increase performance. Rather, the

individual will react in a manner which is contrary to the

organizational goals being promoted in the budget via the

performance report. In this instance the performance report

can not be used as a motivational mechanism since it will

promote dysfunctional behavior rather than functional

behavior.
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Summary

The review and synthesis of the ‘foregoing literature,

with respect to the management accounting control sequence,

resulted in the development of the theoretical model

presented at the beginning of this chapter (Figure 2, p.

23). This model identifies several areas of importance

which may be associated with the use of performance reports

for evaluation purposes in the organization.

The various components of the model were used to develop

the research questions and statistical hypotheses necessary

to analyze the effect of using performance reports on

attitudes, and in turn, performance. The research

questions, statistical hypothesis and methodology are

discussed in the next chapter. U



CHAPTER IV- FIELD RESEARCH DESIGN

Introduction

Several earlier studies have investigated attitudes

toward budgeting, utilizing a field research approach. Due

to various limitations of the methods used none of the

studies were successful in determining whether functional or

dysfunctional behavior resulted from a particular budgetary

evaluation approach. Because individual methodologies often

suffer from inherent weaknesses that can only be corrected

by cross checking with other techniques, this study

incorporates methodologies which complement each other.

The overall research design involves a field research

approach which employs individual case studies. The case

study approach was used to collect observational and

archival data that are used to obtain information regarding

incidents and history, and informal interviewing was

employed to assess the institutional norms and statuses.

Additionally, a questionnaire was administered to upper,

middle, and lower levels of plant management.

Since the study required a sample with well developed

standard cost and performance reporting systems,

manufacturing plants in the furniture industry were

selected. If a plant under study was a division or segment

75
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of a larger organization, plant management was defined as

the management structure of the division or segment.

Interviews with corporate management were used to determine

individuals considered to be upper, middle and lower plant

management. Other information gathered from corporate

management included the extent to which accounting numbers

were used to determine pay (salary and bonus), and

perceptions regarding the appropriateness of using the

accounting numbers for performance evaluation purposes.

Case Study Methodology

A case study research design is an appropriate empirical

inquiry when the researcher seeks to investigate a

contemporary phenomenon within a real—life context where the

boundaries between the phenomenon and the context are not

clearly evident and where multiple sources of evidence are

available. Before deciding whether or not the case study

approach should be employed for any research study the

researcher should address questions with respect to three

fundamental areas:*2*

1. type of research questionts)

*2* Yin, R. Case Study Research Design and Methods,
Beverly Hills, California, Sage Publications, 1994.
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2. control an investigator has over actual behavioralevents _
3. focus on contemporary or historical phenomenon

The answers to these questions should allow the

determination of the most approriate methodologies given the

type of research study to be undertaken.

The case study approach is preferrable when the

investigator has little control over behavioral events, how

and why questions are being posed, and the focus is on

contemporary phenomenon within some real-life context. The

case study research design has been extensively used in the

areas of organizational and management research since the

focus of much of this research arises out of a desire to

understand a complex social phenomenon. This approach may

be employed for exploratory, descriptive, and/or explanatory

purposes.

Since the phenomenon under study in this research

involves essentially how and why questions regarding a

complex contemporary social phenomenon over which the

researcher has little control a case study approach appears

to be appropriate. An overview of a general case study

approach is provided in Appendix A.

The generalizability of a case study is to theoretical

propositions rather than to populations thus the researcher
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must exercise care from the beginning of the study to insure

a valid application of the methodology. To provide the

rigor necessary to successfully implement the case study

research design four general areas must first be

addressed:*°°

1. The questions to be studied

2. The data which will be relevant

3. The data which should be collected

4. How the results will be analyzed

Once the researcher has answered these general questions

the following five components of the research design need to

be considered in depth:*=*

I 1. Study questions-- who, what, where, why, and how «

2. Propositions

3. Unitts) of analysis

4. Logic linking the data to the propositions

5. Criteria for interpreting the findings

The study questions and criteria for interpreting the

findings are contained in the research questions and

statistical hypotheses section ~of this chapter. The

*°° Ibid.

*°* Ibid.
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propositions and logical linking of the data to the

propositions were provided in Chapter Three with the

development of the theoretical model. The units of analysis

were manufacturing plants, and within the plants individual

department analysis was conducted which resulted in an

embedded case study design with multiple cases.

To improve the results and conclusions drawn from the

research findings the research design must be employed in a

manner which maximizes four aspects of quality;

1. construct validity

2. internal validity

3. external validity

4. reliability

Construct validity requires the establishment of the

correct operational measures for the concepts being studied.

Improving the construct validity of a field research design

which employs a case study approach can be achieved by using

multiple sources of evidence, having key informants review

the evidence, and establishing a chain of evidence. To meet

the test of construct validity the researcher must cover two

steps; select specific types of changes to be studied, and

demonstrate that the selected measures of these changes do

indeed reflect the specific types of changes that have been
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selected.**=

The construct validity of this research was enhanced by

selecting questions from questionnaires which had been

previously used in the organization behavior research area.

Additionally, the terminology contained in the questionnaire

was reviewed with each Vice President of Manufacturing and

Plant Manager to assure that the name used for the

performance report was consistent with their employees’

term.
H

Internal validity requires establishing causal

relationships whereby certain conditions are shown to lead

\

to other conditions as distinguished from spurious

relationships. The internal validity of this study was

enhanced by collecting information through both interviews

and questionnaires since multiple sources of evidence allows

pattern matching based on both sources to insure that the

relationships are not spurious. _

External validity establishes the domain to which a

study’s findings can be generalized. Survey research relies

on statistical generalizations while the case study relies

on analytical generalizations, i.e., generalizing to a

broader theory. Additionally, the external validity of the

case study design can be improved by studying multiple cases

*°* Ibid.
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which provides replication. The research design in this

study employs both a theoretical model and a questionnaire

to enhance its generalizability. Furthermore, the use of

multiple cases (four plants) provided the replication needed

to judge the external validity of the results.

Reliability demonstrates that the operations of the

study can be repeated with the same results. The goal of

reliability is to minimize errors and biases in the study.

In the case study approach this can be achieved by using a

protocol and data base. The case study protocol is a

written schedule of how the study is being conducted and

should include the following sections:*=°

1. overview of the case study project (project objectives
and auspices, case study issues, and relevant readings
about the topic being investigated)

2. field procedures (credentials and access to case study
"sites," general sources of information, and procedural
reminders)

3. case study questions (the specific questions that the
case study investigator must keep in mind in collecting
data, table shells for specific arrays of data, and the
potential sources of information for answering each
question)

4. guide of case study report (outline, format for the
narrative, and specification of any bibliographical
information and other documentation)

**° Ibid.
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The case study data base is developed by using multiple

sources of evidence including documents and archival

records, interviews, direct observation, participant—

observation, and physical artifacts. Maintaining or

developing a chain of evidence can be enhanced by insuring

that the data base is supported by case study notes,

documents, tabular materials such as questionnaires, and

narratives. The data may then be analyzed by relying on

pattern matching, i.e., by relying on theoretical

propositions or a theoretical model.

Reliability for this research effort has been provided

by the case study protocol and data base shown under

sections labled organizational access, interviews, and

questionnaire design. Additionally, multiple sources of

evidence have been used which included interviews and

questionnaires, and the data has been analyzed with respect

to the theoretical model developed in Chapter Three.

Figure 3, contained on the following page, was used to

conduct the research in the field. This model depicts the

sequence of events as well as the groupings employed to

analyze the statistical hypotheses.
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INTERVIEWS

CORPORATE MANAGEMENT

REVIEW OF COMPANY DOCUMENTS °

PERFORMANCE EVALUATION FLOWCHART

REVISION OF OUESTIONNAIRE
ADMINISTRATION OF OUESTIONNAIRE

V.P. MANUFACTURING
UPPER, MIDDLE, AND LOWER PLANT MANAGEMENT

HIGH USE PERFORMANCE REPORT LOW USE PERFORMANCE REPORT
FOR PERFORMANCE EVALUATION FOR PERFORMANCE EVALUATION

SUPERIOR SUBORDINATE SUPERIOR SUBORDINATE

EOUITABLE INEOUITABLE

LOW PERFORMANCE REPORT HIGH PERFORMANCE REPORT
EMPHASIS ¤ PAY EMPHASIS = PAY

PAY—PERFORMANCE LINkAGE

DEPARTMENT’S
PERFORMANCE

FIGURE 3- FIELD RESEARCH MODEL
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Organizational Acess

The organizations were first contacted by a third party

to assess their willingness to participate in the study.

Once the organization’s interest in participating in the

study had been confirmed a package (Appendix B) was mailed

to the designated person in the organization giving a

general overview of the study.

The contents of the package were developed based on the

following strategies suggested for use in conductihg field

research:*°‘

1. Cover letter--

a. identify the researcher, sponsor or
organizational affiliation ·

b. identify the study objectives

c. assure confidentiality and anonymity of the
organization’s name in research publications

‘d.
separate the researcher from any given source
of power inside or outside the organization

e. assure the organization that you are not trying
to evaluate their E{fECtiVéD€S5, i.e.,
evaluating the effectivehess of the performance
report’s ability to communicate.

f. ask to come for a short visit

*°‘
Schatzman, L. and A. Strauss. Field Research-

strategies for a natural sociologg. Englewood Cliffs, New
Jersey, Rrentice—Hall, 1973.
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2. Tentative research schedule-- should indicate

a. the length of time required from organizational
members

b. the types of individuals who may participate in
the study

c. need for archival data-- will help to
understand the magnitude and complexity of the
site

1. construct social map- numbers and varieties
of people, hierarchical arrangement and
division of labor

2. construct spatial map- location of persons,
equipment, and specialized centers of work
and control

3. construct temporal map- flow of people,
goods, services and communications

d. a willingness to provide feedback of research
results

A few days after the packages were mailed, the companies

were contacted via the telephone and times were arranged for

interviews. The interviews resulted in narratives <Appendik

C) regarding the general management structure and the use of

performance report variances for evaluation purposes in each

plant.

Interviews

Interviews were conducted with individuals considered to

be representatives of corporate management, i.e., president,
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vice president of manufacturing, and controller. The

interviews were conducted first since this phase of

qualitative fieldwork can provide insights and privileged

information that can make a major contribution to the

development of a meaningful questionnaire. Two other

benefits provided by the information gathered during the

initial fieldwork phase involve the verification of the

importance of the proposed hypotheses, and information which

may assist in the analysis and interpretation of the

questionnaire results.

Some of the benefits of fieldwork to questionnaire

administration in terms of the analysis and interpretation

of the research results involve:*°°

1. the theoretical structure that guides the analysis can
be derived wholly or largely from qualitative fieldwork

2. the questionnaire results can be validated, or at least
given persuasive plausibility by recourse to
observations and informant interviews where
informational overlap occurs

3. the statistical relationships can be interpreted by
reference to field observations

4. the selection of questionnaire items for construction
of indices can be based on field observations

5. the external validation of statistical constructs
<indices) is afforded by observational scales

*°° Suber, S. "The Integration of Fieldwork and Survey
Methods." American Journal of Sociology, 78, 1965, 1335-1359.
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6. case studies that illustrate statistical and historical
types are supported by field protocols

7. provocative but puzzling replies to the questionnaire
can be clarified by resorting to the field notes

Questionnaires are also needed, in addition to the

interviews conducted during the initial phase of the

fieldwork, to correct for the elite bias (contact with

superiors in the organization and their views) that might

occur in the researcher’s interpretation of the results.

Furthermore, the questionnaire provides information about

the interview informant or other subjects that might be

overlooked otherwise. The rationale for administering

questionnaires with respect to improving the general

fieldwork or case study research design invo1ve:*°•

1. correction of holistic fallacy-- the tendency of the
field observer to perceive all aspects of a social
situation as congruent

2. demonstration of the generality of a single observation

3. verification of field interpretations

4. casting a new light on field observations-— illuminate
observations that were inexplicable or misinterpreted

The questionnaires were administered on site by the

researcher. By administering the guestionnaire in the field

the researcher knows who should fill out the questionnaire

*°‘
Ibid.
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based on the network of relationships in the organization

and who did in fact fill it out. Additionally, the

researcher does not have to deal with non—responses which

often occurr with mail surveys.

Questionnaire Design

A general questionnaire was first developed based on the

items contained in Appendix D. During the interview phase

of the research the questionnaire was reviewed with

corporate management. This step was considered necessary to

clarify terminology and adjust for any organizational

differences. Also, it was essential to insure that the

terminolgy regarding the performance report was clear, i.e.,

that the questionnaire used the term for the performance

report that the organization used. This was particularly

important since the companies had a variety of performance

appraisals and this study was only concerned with accounting

performance reports that used variances.

The questionnaires (Appendix E) were administered to the

plant managers, middle, and lower levels of management. The

questionnaire items were deve1oped_ by combining items from

the Michigan Organizational Assessment Ouestionnaire
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(MOAQ)**’ and the Perceived Work Environment (PWE)*=°

questionnaire. The items contained in Appendix D have been

grouped according to the general areas of demographics,

supervisory style, job facets, task and role

characteristics, and pay. Additionally, specific items have

been added to gather data regarding performance reports.

Research Questions and Statistical Hypotheses

The research questions, statistical hypotheses, and

method of analysis are discussed next. Each section is

broken down based on the part of the theoretical model to

which the research questions and statistical hypotheses

relate. Additionally, references are given to the questions

used in Appendix D which form the data base. -

*" Cammann, C., M. Fichman, G. Jenkins, and J. Klesh.
"Assessing the Attitudes and Perceptions of Organizational
Members.“ In Assesssing Organizational Change: A Guide to
Methods, Measgggs ang Pragtices. S. Seashore, E. Lawler, P.
Mirvis, and C. Cammann (eds). New York, New York, Wiley,
1983, 122-138. _

*°' Newman, J. Understanding Emgloyee Reactions to the
Work Environment through Personal and Organizational Frames
of Referencs and Percegtions of the Work Environment. Ann
Arbor, Michigan, University Microfilms, 1974 Dissertation,
150-155.
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RELATIONSHIP D

PERFORMANCE REPORT-VARIANCES

INDIVIDUAL’S PERCEIVED EQUITABILITY OF THE EVALUATION

Respondents were first grouped according to their

perceived equitability of the performance evaluation,

equitable vs. inequitable, based on their responses to

questions nine, ten, and twelve contained in the task and

role characteristics section. Question seven in the

supervisory style section was used to classify the

respondents into two groups based on whether they perceived

their supervisors to emphasize (high use) the performance

report variances or not (low use) for performance evaluation

purposes. The high vs. low use groupings were then applied

in conjunction with the perceived equitability to address

the following research question:

1- Is there a difference in perceptions regarding the

equitability of the performance~ report between those who

perceive it to be emphasized (important) and those who

perceive it not to be emphasized for performance evaluation

purposes?
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1) HO: EG = EQ .
H L

EG = perceptions of equitability by those
H individuals who indicated high use of the

performance report for evaluation purposes
on the part of their supervisors

EQ = perceptions of equitability by those indivi-
L duals who indicated low use of the perform-

ance report for evaluation purposes on the
part of their supervisors

The Chi-Square test of independence was employed to

analyze whether there was any relationship between the

perceived equitability of the performance report and its

perceived importance for performance evaluation purposes.

RELATIDNSHIP E

INDIVIDUAL’S PERCEIVED EQUITABILITY OF THE EVALUATION

POSITIVE PATH NEGATIVE PATH

The respondents were first classified according to

whether or not they perceived the performance report to be

instrumental (positive path) or noninstrumental (negative
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path) in improving performance based on their responses to

questions one and eleven contained in the task and role

characteristics section.

The classifications achieved prior to the testing of

hypothesis 2, perceived equitable vs. inequitable, were then

used in conjuction with the groupings regarding positive and

negative path, of the performance report, to test the

following research question:

2- Is there a difference regarding the perceived

equitability of the performance report between those

individuals who indicate a positive path and those who

indicate a negative path with respect to the performance

report? ·

2) H0: EQ = EQ
P N

EQ = the positive path performance report
P managers’ perceptions of the equitability

of the performance report

EQ = the negative path performance report man-
N agers’ perceptions of the equitability of

the performance report

The Chi—Square test of independence was employed to

analyze whether there was any relationship between the
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perceived equitability of the performance report and the

perception of a positive or negative path.

Since the attitudes with respect to a positive or

negative path between performance and reward may be affected

by many factors as indicated in Chapter Three regarding

Relationships A and B the remaining hypotheses in this

section are used to cover as many of these variables as were

deemed important. These hypotheses will be analyzed using

the Wilcoxon rank sum test to determine if differences exist

between the groups, i.e., positive vs. negative path.

3- Is there a difference in perceptions regarding task and

role characteristics between those who believe the

performance report provides a positive path and those who

perceive a negative path?

3) H0: TRC = TRC
P N

TRC = the task and role characteristics as
P perceived by those who believe the

performance report provides a positive path

TRC = the task and role characteristics as
N perceived by those who believe the

performance report provides a negative path

The responses to questions contained in the task and

role characteristics section, except for the questions one,
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nine, ten, eleven, twelve, thirteen, and fourteen, and the

employee motivation questions, were utilized to determine if

there was a difference in perceived task/role

characteristics between those individuals who perceived the

performance report to provide a positive path and those who

perceived a negative path.

4- Is there a difference in the supervisory style of

managers, as perceived by their subordinates, who Judge the

performance report to provide a positive path and those who

Judge it to provide a negative path?

4) H0: SS = SS
P N

SS = the supervisory style of managers (as
P perceived by their subordinates) who Judged

their performance report to provide a
positive path

SS = the supervisory style of managers (as
N perceived by their subordinates) who Judged

their performance report to provide a
negative path

The subordinates’ responses to the supervisory style

section, except for questions sevah and eight, were analyzed

to determine if there was a difference in the perceived

supervisory style of managers who were in the positive path

group vs. those who were in the negative path group with
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respect to the performance report.

5- Is there a difference in the employee motivation

exhibited by individuals who believe the performance report

provides a positive path and those who believe it provides a

negative path?

5) H0: EM = EM
P N ~

EM = the employee motivation reported by those
P who Judged their performance report to

provide a positive path

EM = the employee motivation reported by those
N who Judged their performance report to

provide a negative path -

The responses to the employee motivation questions asked

in the task and role characteristics section were

investigated to determine if there was a difference in

motivation between those who perceived their performance

report to provide a positive path and those who perceived it

to provide a negative path. _

b- Is there a difference in the perceived Job facets of

individuals who Judge their performance report to provide a
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positive path and those who judge it to provide a negative

path?

6) HO: JF = JF
P N

JF = the job facets as perceived by those who
P believe the performance report provides

a positive path

JF = the job facets as perceived by those who
N believe the performance report provides

a negative path

The responses to the questions asked in the job facets

section were analyzed to determine if perceived differences

existed with repect to job characteristics between those who

were grouped as positive path and those who were grouped as

negative path individuals.

RELATIONSHIP F

POSITIVE PATH NEGATIVE PATH

PERFORMANCE WILL PERFORMANCE WILL NOT
LEAD TO REWARD LEAD TO REWARD
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The positive and negative path groupings achieved in

the analysis of Relationship E were utilized in conjunction

with the respondents perceived pay-performance linkage,

based on questions thirteen and fourteen in the task role

characteristics section and question eleven in the pay

section, to assess the following research question:

7- Is there a difference in the perceived pay-performance

linkage between those individuals who deem their performance

report to provide a positive path and those who deem it to

provide a negative path?

7) H0: PP = PP
P N

PP = the pay-performance linkage reported by those
P who judged their performance report to

provide a positive path

PP = the pay—performance linkage reported by those
N who judged their performance report to

provide a negative path

The pay-performance linkage between the positive path

and the negative path individuals were analyzed using the

wilcoxon rank sum test to determine if differences ekisted

between the groups.
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RELATIONSHIP G AND H

PERFORMANCE WILL PERFORMANCE WILL NOT
LEAD TO REWARD LEAD TO REWARD

INCREASED DECREASED
PERFORMANCE PERFORMANCE

The classifications achieved in analyzing Relationship

E, positive or negative path, and Relationship F, pay-

performance linkage, were used together with the performance

rankings, questions one and two of the performance section,

to assess the following research questions:

8- Is there a difference in the performance of departments

whose supervisors perceive the performance evaluation to

provide a positive path and those who perceive it to provide

a negative path?

8) HO: PR = PR
P N

PR = the performance of the departments whose
P managers judged their performance report to

provide a positive path
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PR = the performance of the departments whose
N managers judged their performance report to

provide a negative path

9- Is there a difference in the performance of departments

whose supervisors perceive a strong pay-performance linkage

and those who perceive a weak pay—performance linkage?

9) H0: PR = PR
SPP NPP

PR = the performance of the departments whose
SPP managers perceive there is a strong

relationship between pay and performance

PR = the performance of the departments whose
WPP managers perceive there is a weak

relationship between pay and performance

The performance of departments was investigated in the

above two hypotheses using the wilcoxon rank sum test to

determine if there were any differences in the performance

of departments whose managers;

1. judged their performance report to provide a positive
path and those who judged it to provide a negative path

2. perceived a strong relationship between pay and
performance and those who judged the relationship to
be weak

The performance of the departments was determined by
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asking the superiors to rank their own performance as well

as that of their subordinate departments.

Summary

The use of interviews and questionnaire items with

demonstrated reliability and validity should enhance the

construct validity of this study. Since the development of

the theoretical model preceded the fieldwork and rigorous

attention was paid to specifics in using the research design

and individual case studies, the reliability for this study

should be reasonably good. Furthermore, the administration

of questionnaires, in addition to interviews and

observation, and formal hypothesis testing should provide

generalizability of the findings to the proposed theoretical

model.



CHAPTER V- ANALYSIS AND INTERPRETATIDN OF RESULTS

Introduction

This study was designed to test the effectiveness of

evaluating performance with performance report variances.

It was hypothesized that those individuals who felt the

performance report was equitable would have a positive path

and deem the performance report instrumental to improving

performance and increasing their reward which, in turn,

would improve performance. On the other hand it was

hypothesized that those individuals who felt the performance

report was inequitable would have a negative path and deem

the performance report not instrumental for improving

performance and their reward; thus they would not strive to

improve their performance.

The four plants studied, two from Company A and two from

Company B, were part of the furniture industry within the

same geographic area and therefore faced very similiar

external environments. Although the internal environments

may have varied slightly it is the researcher’s belief,

based on interviews with corporate management and on-sight

visits, that the management styles of the plant managers

were very similiar and that the performance reports were

used in essentially the same way for the same purpose, i.e.,

to evaluate performance andloaward bonuses. Furthermore,
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the departments investigated tended to be production

departments which were highly standardized and had used

standard costs for some time. As a result, the management

teams were very familiar with standards and variances.

These plants would also be considered to be under a

tight monitoring system via the performance reports since

corporate management received daily information and plant

managers received daily and/or weekly information.

Additionally, the plant managers held weekly meetings with

their management teams to discuss the variances and other

production problems. The atmosphere at these meetings was

very warm and friendly, and seemed to employ a highly

democratic and open process with respect to management

problems. ~

Due to the similiarities of the four plants the data was

pooled for the statistical analysis of the hypotheses

contained in this chapter. Since, however, the case

methodology was employed to assess the reliability and

validity of the results through replication, each plant was

analyzed on an individual and pooled company basis before

all of the data was pooled. The individual and pooled

company results with respect to the hypotheses and

additional tests can be found in Appendices F—I.

The following section presents the results of the

statistical analysis pertaining to the hypotheses presented
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in Chapter Four.

Hypothesis One

This hypothesis dealt with perceptions regarding the

equitability of the performance report as related to its

perceived importance (high or low use) for performance

evaluation purposes. First the respondents were grouped on

question 4, "my supervisor stresses the monthly production

schedule (or variances from the allowed standard) when

evaluating my performance" (all questions came from Appendiu

E). If the respondent answered between 1-3 on this question

he was placed in the high use group, if on the other hand

the respondent answered between 5-7 he was placed in the

low use group. Individuals who responded to the question by

answering N (neither agreed nor disagreed) were eliminated

from this part of the analysis.

The two groups, high vs. low use, were then analyzed

based on their responses to questions 26 (O26A) and 33

(O33A) using the Chi—Square test of independence (Table 1).

Due to the small number of respondents within three cells

the null hypothesis concerning questions 26 and 33 could not

be accepted or rejected.

_ Since the superior in one instance is a subordinate in
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another and therefore independent observations do not exist

no statistical test is available, known to this researcher,

to make comparisons regarding their responses. The data

gathered, however, contained several questions which may

provide important insights regarding superior and

subordinate perceptions which were analyzed visually. with

respect to Hypothesis One the following two important

questions were analyzed in this manner:

4. My supervisor stresses the monthly production schedule
(or variances from the allowed standard) when
evaluating my performance.

18. I emphasize the monthly production schedule (or
variances from the allowed standard) when evaluating
my subordinates’ performance.

Matching the superior’s response to question 18 against

his subordinate’s response to question 4 with respect to

each plant suggests that, for the most part, superiors and

subordinates were in agreement regarding the extent to which

variances were used for evaluation purposes (for more

information see Appendices F-I). The two negative path

individuals, however, had mixed responses to these

questions. One of the respondent’s indicated that his

supervisor did not use variances, for performance evaluation

purposes, while his supervisor specified that he did use

them. The other respondent and his supervisor were in

agreement regarding the extent to which performance report
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variances were used for performance evaluation purposes.

Additionally, looking at the individual responses to

question 4 across all the plants revealed that, generally,

individuals responded by answering 2 or 3 which implies that

the performance report variances were perceived to be relied

on by supervisors for performance evaluation purposes to a

high degree. This finding supports Govindarajan’s

contention that in low uncertainty environments managers

resort to the use of formula—based evaluation measures.*°’

Reviewing the managers’ responses to question 26

(performance report is a good way to measure my performance)

denotes that they responded ordinarily with either a 1 or 2

which means they agreed with the statement. In light of

the responses to questions 4 and 26 it appears reasonable to

suggest that the performance report variance evaluation is

an accepted method by superiors and subordinates and they

considered it to be fair. These conclusions are in

agreement with Bruns and waterhouse’s contention that if the

evaluation methods are accepted and supported they will be

viewed positively.**°

Hypothesis Two

Hypothesis two was concerned with the perceptions

**’
Govindarajan, V., op. cit., 1985.

‘·‘°
Bruns, N. and J. waterhouse, op. cit., 1975.
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regarding the equitability of the performance report with

respect to whether or not the individual perceived a

positive or negative path.

First the respondents were grouped according to their

responses to questions 24 and 25:

24. The monthly production schedule (or the variances from
the allowed standard) helps me figure out where I need

to improve performance.

25. The monthly production schedule (or the variances from
the allowed standard) helps me improve my performance.

If the respondent’s answers to these questions totaled 7 or

less he was placed in the positive path group and if the

answers totaled 9 or more he was placed in the negative path

group. A total of B indicated that the individual neither

agreed nor disagreed and the individual was discarded from

this part of the analysis. Next the two groups’, positive

and negative path, responses to questions 26 and 33 were

analyzed using the Chi-Square test of independence (Table

2).

Due to the small number of repondents within three cells

the null hypothesis concerning questions 26 and 33 could not

be accepted or rejected.

A review of the managers’ responses to question 33

(report fair), however, infers that, for the most part, they

answered either 1 or 2 which means they agreed with the
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statement, i.e., they perceived the performance report to be

equitable. Additionally, scanning questions 43

(satisfaction with the performance report), 29 (importance

of the performance report), and 53 (importance of the

performance report for pay) reveals that managers across

plants, usually, assigned high values, such as 5, 6, or 7 to

these questions. These comparisons suggest that the

managers viewed the performance report as fair; they were

satisfied with it; and they believed it was important to

them and their pay. Thus, it appears that the goals being

put forth by the performance report are perceived to be

fair, important, accepted, and understood by managers in

these plants. As Locke suggests positive attitudes toward

the performance evaluation method will affect performance

attitudes positive1y.*‘*

Hypothesis Three

Hypothesis three dealt with the perceived differences

regarding task role characteristics amongst those

individuals who perceived a positive path and those who

perceived a negative path. _

The classifications formed for hypothesis two, positive

path vs. negative path, were analyzed using the wilcoxon

rank sum test with respect to questions 5, 7, 8, 9, 10, 11,

*‘*
Locke, E., op. cit., 1968.
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14, and 23 (Table 3). The null hypothesis could not be

rejected based on the responses to any of these questions.

Therefore, the task role characteristics do not appear to

affect the individual’s perception of a negative or positive

path as related to the performance report variances.

Examining the managers’ responses to questions 8

(goals), 9 (understand goals), and 10 (goals fair) indicated

that the responses across plants tended to be either
1’s

or

2’s
which suggests that the managers agreed with these

statements. As Kenis maintains goal clarity seems to be

important to job satisfaction and attitudes toward the

performance evaluation measure.*‘* Thus, it would appear

that the performance reports being used by these companies

are considered by their employees to communicate the goals

clearly and be fair. This perception relative to the

theoretical model should result in a positive path which was

supported since the overwhelming number of respondents in

this study indicated a positive path.

Hypothesis Four

Hypothesis four dealt with the supervisory style which

was perceived to be used by those individuals who deemed the

performance report to provide a positive path and those who

deemed it to provide a negative path.

*‘=
Kenis, I., op. cit., 1979.
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The positive and negative groups were compared with

respect to questions 1, 2, 3, 6, 12, 13, 15, 16, 17, 19, 20,

21, and 32 using the wilcoxon rank sum test (Table 4). The

null hypothesis could not be strongly rejected except for

question 15 (.0422). The results of the analysis on

question 15 indicated that those individuals who perceived a

negative path also tended to disagree with the statement

that their supervisor asked for advice when making decisions

that concerned them.

Question 16 (.0632), and question 20 (.07), also seem to

indicate that some relationship exists. Regarding question

16, it appears that those individuals who perceived a

negative path were more likely to agree strongly with the

statement that they had a chance to take part in deciding

what the work methods, procedures, and goals would be on

their job.

Additionally, the individuals who perceived a negative

path also inferred that the company did not set high

performance goals (Q 20). On the other hand the positive

group generally indicated that the company did set high

performance goals. Thus, it appears that the perceived

supervisory style has some impact, although limited, on the

individual’s perception of a negative or positive path

associated with the performance report variances.
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Hypothesis Five

Hypothesis five compared the motivation of individuals

who perceived a positive path to the motivation of those

individuals who perceived a negative path.

The positive and negative groups were compared with

respect to questions 29, 30, 31, 36, and 37 using the

Nilcoxon rank sum test (Table 5). Only Question 37 (.0939),

however, seems to signify that some relationship exists.

Individuals who perceived a negative path responded that

they were less concerned about the performance report

variances than those individuals who were on a positive

path.

A review of the responses to questions 29, 30, 31, 36,

and 37 reveals that managers across plants usually assigned

a value of 1 or 2 to these questions suggesting high amounts

of motivation. Assessing these motivation responses can be

better understood by incorporating the responses to question

16 (participation), also generally answered with either a 1

or 2 which implies they felt they were particpating, and

question 4 to which they reported high use of the

performance report. These results suggest that high amounts

of motivation were associated with perceptions of

participation and importance of the performance report.

This conclusion is also supported by prior research findings
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which contended that high usage of performance evaluation

measures and increased participation were related to

positive motivation.*‘=

Hypothesis Six

Hypothesis six compared the perceived job facets of

those individuals in the positive path group against those

in the negative path group.

The positive and negative classifications were compared

based on the responses to questions 34, 35, and 38 — 52

using the wilcoxon rank sum test (Table 6). The null

hypothesis could not be rejected except for question 35.

Those individuals denoting a negative path tended to

perceive that the amount of their year—end bonus was not

determined by the performance report variances while those

on the positive path indicated the opposite.

Hypothesis Seven

Hypothesis seven dealt with the pay—performance linkage

perceived by individuals who reported a positive path and

those who reported a negative path,

The positive and negative groups were compared with

respect to questions 27 and 28 using the wilcoxon rank sum

*‘°
Collins, F., R. Seiler, and D. Clancy, op. cit.,

1984; Searfoss, D., op. cit., 1976; Searfoss, D. and R.
Monczka, op. cit., 1973.
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test (Table 7). The null hypothesis could not be rejected

regarding either of the questions. The results of

this analysis seem to imply that the perceived strength of

the pay-performance linkage is not affected by the

individual’s perception of a negative or positive path.

Hypothesis Eight

Hypothesis eight investigated the perceived performance

·(self—reported) of managers who were on the positive path

against those who were on the negative path.

The positive and negative groups were compared with

respect to question 61 using the wilcoxon rank sum test

(Table B). Since the p value was equal .0562 it suggests

that the perceived performance differs between those on the

positive or negative path. Concerning question 61, a visual

inspection of the data reveals that those individuals on the

negative path tended to rank their performance as average,

while those on the positive path tended to rank their

performance above average.

Hypothesis Nine

Hypothesis nine compared the perceived performance of

those managers who reported a strong pay-performance linkage

against those who reported a weak pay-performance linkage.
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TABLE SEVEN- HYPOTHESES SEVEN, POOLED DATA

lIAI.VS1S POI VAIXAIII I27 CIJSSIFIII IV IAIIAILI UOUP

IVIIIOI SIWIS III IISII FW TSIS

IILCOXOI SCOIES (IAII SAE)

SW OF IXPICTII STI DIV RAI
IIVIL I SCOIIS WIE! III WOEI II SCOII

IIO 2 1I2JI 69.II 2Q.17 S1.2S
POS 66 2263 . SI 2277 . II 26 .17 SS. 99

IIICOXOI 2·SAWLI TIS? IIOIRAL MPIOXIIATIOII
IIITII COITXIUITV ¢O!!ECT1OI OE J)$• 1•2.§•

2• LMS! PIOI >|Zl•I.11z2

V•TIS7 MPIO!. SlOI|F1CINI•I.l767

!!USl!I.••lII.l1S TIS? (¢l|1·SOUII!’ APPIOXIIATIOIJ¢••1SO•
1.92

I¢•
1 P!0| > C••XSO••.16SI

AIMVSIS FOI VAIXAILI I2! CLISSIHII IV VAIIAILI WOW
u

IIIIAOI SCOIIS IIII IISEI FW TIIS

· IILCOIOI SCOIIS (III! W1

SW OF IIPICTII STI IIV RAI
LIYII I SCOIIS WOI! II WIE! III SCOII

2 72JI 69.II 26.IO S6.2S
gg 66 227S . SI 2277 .II 26 . II SI . QS

IILCOXOI 2·$I!LI TIS? (IOIIAL APPIOXIIATIOI)
(IHN COITIIUXTV COIIECTIOI Of J)s• 12.s•

2• I.11S• non
>tlI••.•••1

T•TIST MPIO!. S1W1F1CAKI•I.9OIS

Illßlll-IIIUS TIST ICIIPSOUAII MPIOIXIITIW)
¢I|!SI• I.I2

M• 1 PIOI > Q•1S|•I.I929
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TABLE EIGHT- HYPOTHESES EIGHT, POOLED DATA

IIMYSIS POI YIIHILC III ¢1.lSS1F!CI IY YAIUILC UOUP

IYCIAOC ICOICS IICIC USC! POI UCS

IILCOXOI SCOICS (Inu SWS)

III OP CXPCCYCI STI ICY XII
lCYCl I SCOICS UIOCI

••|
UIIICI IO SCOIC

ICO 2 19.II I1.IO 2•.I7 LSI
POS IQ 2192.II 21••.I|

2•.l7 $4.25

II1CO!O•• 2·SAIP•.! TCS? (IOIHIL MPIGHIAYIOI1
(U17! COIYIIUUY COIICCYIOI OF .51$•

IIJI !•·1.9OQ1PIOIY•‘ICS‘|

MPIO!. $!N1F1CAICC•I.I6•6

IIUSIIVIILLIS TCS? ¢CI|1·$OuAIt APPIOIIMTIOI1C••1S|• 3.72
IP• 1 PI¤| >

c••1s•••.•S3•
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First the respondents were grouped according to their

pay—performance linkage based on the following questions :

27. If I do a better on my monthly production schedule (or
I improve on the variances allowed from the standard)
my salary and or bonus will increase.

28. I can use the monthly production schedule (the
variances allowed from the standard) to improve my

performance and increase my salary and or bonus.

Those individuals whose answers totaled 7 or less were

classified as the strong pay-performance group (SPP), and

those whose answers totaled 9 or more were classified as the

weak pay—performance group (WPP). Individuals whose answers

totaled 8, indicating that they neither agreed nor disagreed

with these statements were dropped from this part of the

analysis.

U

The two groups, SPP and NPP, were compared with respect

to questions 61 and 62 using the wilcoxon rank sum test

(Table 9). The null hypothesis could not be rejected for

either of the questions.

Reviewing the responses of the negative path

individuals, however,_ provides some information of

additional interest. One of the individuals perceived a NFF

linkage and also reported he was dissatisfied with his pay

(question 44), and was not likely to get a bonus (question

46). This response would be anticipated theoretically since

an individual with a NPP linkage would not be expected to



128

TABLE NINE- HYPOTHESES NINE, POÜLED DATA

IIIIY5!5 YU UIIIIILI Ill CI,I55XFl¢I IY IIIIIILI UBUP

IVIIABI 5¢BI!5 äll BSI! FBI HIS .

IILCBIBI 5CBI!5 (III! 5ll5)

5II BF IKPFCYII 5T! II'! IIAI
IIVII. I 5¢BI¢5 BIBII

)•!
IIIBEI Il! 5CBI£

5PP BI 2!77.!! 2l!•.5! •5.75 5•.!5
WP 7 269.!! 2•1.5! 95.75 5B.•5

IIICBIBII 2•5AlYL! R51 (IBIIIM APPIBIXIAYIBI)
(HIT! CBITIIUITY CBIIECUBI BF .5)
5-

2••.•• 2•
•.59•• nu >llI••.55••

V7•7!57 APFIBX. 5iNlFICIK!•!.5569
IIU5l|L-IIH!5 TIS? (¢)li•5IUII! APPIBXXNITIBI)
ClIi5I• B.56

IF•
I PIB! > C)•I5!•!.5\76

IIILYSI5 FN IAIIAILE B62!! ClA55lFl!D IY VAIIAILI UBUF
IVIIABE 5CBIE5 III! USED FBI Tl!5

IILCBIBI SCBII5 (IIR 5tI5)

5ll BF EZFECTII 5T! IIV KAI
IGEL I 5CBIl5 IlB¢I I! IIBEI IB SCBIE

5PP 52 2122.5B 2I7!.!I O7.55 54.25
UP 7 292. 5! 205 . IB B7 . 55 II . 79

I!l¢B!BI 2·5lD|„! 7¢5T ¢IBIlAt AFFIBXIIITIBI)(III! CBITIIUITV CBIIECTIBI BF .5) ‘
5* 292.5I 2• !.9926 FIB! >|lI•!.52|9

7•7!57 APFIBI. 5!GIFICAK!•!.52••

IIUSIAI-ßlU5 TIS! (¢)|l·5BUAI! IYFIBIIIIÜN)
CI|!5l• I.!}

U•
I PID! > C|•I5I•!.5l5!
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perceive a strong connection between pay based on the

performance report variances and performance.

The other negative path individual, however, seemed to

switch paths since he indicated that he had a SPP linkage.

This response seems unusual since the company was basing pay

on the performance report variances and this individual did

not seem to perceive that relationship, i.e., was on a

negative path, but did perceive a strong relationship

between pay and performance. It is possible that this

individual believes that the company is not using the

variances in fact to reward performance.

Selecting the highest performing departments, as

signified by the plant manager (response to Q 62 of 5), and

then matching the perceived pay-performance linkage of the

departments’ supervisors reveals that they responded to

questions 27 and 28 with either
l’s

or
2’s

which infers they

had a SPP linkage. This finding is in agreement with

Cherrington and Cherrington’s research which concluded that

the best performers perceived a strong relationship between

good performance and the attainment of the reward.*"

Summary of the Results

Although the hypotheses for research questions one and

two could neithcr be accepted nor rejected due to the lack

*" Cherrington, D. and J. Cherrington, op. cit., 1973.
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of observations in certain cells reviewing some of the

responses to the questions does givef an indication of the

relationships that seem to exist. Generally the superiors

and subordinates were in agreement regarding the extent to

which performance report variances were used.

Additionally, a Randomized Complete Block (RCB) design

was used to investigate whether the performance rankings

(Q62) assigned differed across managerial levels. This

method was employed since previous questions regarding

managerial level differences could not be assessed due to

limited data and nonindependent observations. Enough data

existed within this instance, however, to employ the RCB

using managerial levels as the treatments and blocking on

departments. The results of this analysis revealed that in

most instances the performance rankings assigned for each

department by the superior and the subordinate did not

differ significantly (Appendices F-I).

Next a RCB design analysis was utilized pertaining to

questions 1-53, again the departments served as blocks and

the managerial levels were the treatments. The results

suggest that a great deal of agreement existed with respect

to the responses on the questionnaire items. Additionally

the data was analyzed with Duncan’s Multiple Range Test to

determine where differences existed (Appendices F-I). As

one might expect the differences in attitudes which occurred
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were more noticeable if the managerial levels were farther

removed from each other, i.e., plant manager vs. assistant

departmental supervisor, then when they tended to be closer

in the hierarchy such as departmental and assistant

supervisor. Thus, it appears that the management groups in

these plants are relatively homogeneous with respect to

their attitudes.

The null hypotheses for research questions three (task

role characteristics), five (motivation), seven (pay-

performance linkage), eight ( self reported performance),

and nine (SPP vs. NPP) could not be rejected.

Reviewing the responses of the negative path

individuals, on questions which approached statistical

significance, does suggest that they tended to assign

themselves a ranking which was somewhat different from the

positive path groups since the p value equalled .0562.

Those individuals on the negative path also reported a

difference relative to the performance report variances

since the p value was equal to .0939, i.e., they were less

concerned with it than their counterparts.

The analysis of research question four, supervisory

style, received some support since question fifteen rejected

the null hypothesis at p equal to .0422, indicating that

those individuals on the negative path perceived their
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supervisor to ask for less advice. There were also some

differences with respect to questions 16 (p .0632) and 20

(p .07) which implied that those on the negative path felt

that they participated but that the company did not set high

performance goals.

The analysis of hypothesis six (job facets) could not be

rejected except for question 35. That is, the individuals

on the negative path, unlike their counterparts on the

positive path, sighified that the amount of their year—end

bonus was not determined by the performance report variances

(¤35).

Interpretation of Results

These results appear to imply that the use of

performance report variances to communicate information

regarding performance is working reasonably well in these

plants. Although the flow of the performance report

information is constructed in a manner which maximizes the

flow of information upward and minimizes the flow downward

as has been suggested by prior research*‘° it does not seem

to have hampered the efficiency pf the communication with

respect to performance. Furthermore, the managers seem to

be, for the most part, well aware that their bonus is tied

'·‘°
Markus, M. and J. Pfeffer, op. cit., 1983.
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to controlling the performance report variances. Therefore,

it is not suprising that 66 out of the 68 respondents were

classified as having a positive path in relation to the

performance report variances, i.e., they do not perceive the

performance report to be a barrier to obtaining the reward

(bonus).

Those individuals on a negative path, also perceived

some differences regarding supervisory style. This finding

is, however, supported by research previously cited by House

since one of the roles of the leader is to clarify the

path.*‘•
In this study, apparently for the negative path

individuals the supervisor was not helping them understand

the importance of the performance report variances and their

impact on bonus and pay. ~

As was suggested in Chapter Three, the more predictable

or standardized a task the more management accounting data

will be able to measure the task performance. Since the

tasks, of the managers who responded to this questionnaire,

have been subject to standards for several years and are

relatively predictable it stands to reason that most of them

would fall into the positive path category. These favorable

attitudes toward the performance report evaluation system

are also in line with prior research which indicated that

the frequency and clarity of the feedback was associated

*‘*
House, R., op. cit., 1971.
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with positive job performance*" and positive attitudes.*“°

Although the research findings suggest some support for

the theoretical model, the implications must, however, be

interpreted cautiously due to the small number of

respondents involved. The chi—square tests of independence

provide little insight due to the lack of cells or the small

number in several cells. Since the wilcoxon rank sum tests

were performed with only two individuals in the negative

path group and sixty—six in the positive path group, it is

difficult to determine how representative the negative path

individuals’perceptions are in general.

A discussion of these results in comparison to Hopwood,

Otley, and Brownell’s findings is presented in the next

chapter along with the study’s limitations and avenues for

future research.

*" Lawler E., op. cit., 1976.

*‘°
Hofstede, G., op. cit., 1968.



CHAPTER 6- DISCUSSIUN OF RESEARCH RESULTS,
LIMITIATIONS AND AVENUES FOR FDR FUTURE STUDY

Introduction

The purpose of this chapter is to compare the study’s

results, with respect to Hopwood, Otley and Browne1l’s

studies, along with its limitations and implications for

future research. Since the previous studies left open the

question of whether or not the use of accounting data

promotes functional or dysfunctional behavior, the results

of this research provide a significant contribution with

respect to clarifying the earlier studies’ findings.

Discussion

Hopwood’s research indicated that evaluation methods

which focused on the budget were believed to be less fair by

managers. Additionally, those managers who were evaluated

under constrained budget styles experienced less favorable

relations with superiors and subordinates, misunderstood the

importance of the budget in their performance evaluation,

and experienced less goal clarity.*" Otley, like Hopwood,

found that there appeared to be a lack of congruence between

middle and lower level managers’ perceptions regarding how

*" Hopwood, A., op. cit., 1972.
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they were evaluated and upper level mangers’ perceptions of

how they evaluated performance.
‘

Furthermore, Otley found that managers who disagreed

with the appropriateness of the evaluation being used

reported increased job tension, and managers who were

evaluated under the constrained budget style experienced

more job ambiguity. Brownell’s study indicated that high

performance was associated with decreased budget emphasis,

and increased budget emphasis resulted in increased job

satisfaction.

The results of the research contained in this

dissertation tend to confirm and/or disconfirm many of these

previous findings. The use of performance reports were

perceived to be fair by the managers in this study unlike

those in Hopwood’s. Additionally, the use of the

performance reports for evaluation purposes did not result

in less favorable relations between superiors and

subordinates. This may be due to the fact that the managers

in this study, unlike those in Hopwood’s, agreed regarding

the importance attached to the performance report with

respect to their performance evaluation. The managers in

this study also agreed that the pe}+¤rmance report variances

were used to determine their bonus and salary, and for the

most part indicated a high use of the performance report.

Unlike Otley’s results this study indicated that
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superiors and subordinates were well aware of how they were

evaluated and how they evaluated their subordinates.

Additionally, the managers in this study felt that the

performance report was an appropriate way to measure their

performance. Since they believed the performance report was

appropriate and equitable this may be the reason that these

managers, unlike Hopwood and 0tley’s, did not perceiye their

jobs or goals to be ambiguous. The current study, like

Browne11’s, found that the use of the performance report for

performance evaluation purposes was satisfactory to the

managers.

Possible Implications

In general, the results of this study combined with the

prior findings would seem to indicate that the use of

performance report variances for evaluation purposes

promotes functional behavior under the following

circumstances:

1. Managers are in agreement regarding how they evaluate
and how they are evaluated

2. The performance report is perceived of as appropriate
and fair

3. Managers understand that their reward is tied to their
performance as indicated by the performance report
variances, i.e., they understand the importance
attached to the performance report variances

4. The jobs or goals promoted by the performance report
are not ambiguous
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Thus, it appears that the communication process is

crucial to the success of using performance report variances

for the promotion of functional behavior, i.e., effective

performance. These generalizations would appear to be

reliable from the standpoint that the plants’ data were

analyzed on an individual basis with essentially the same

results four times.

These possible implications are also supported by the

work of previous researchers who found that organizational

performance was positively related to the acceptance of the

performance evaluation measures employed,*°° and the more

the variances were perceived to be used in performance

evaluation the higher the positive motivation.*=*

Limitations

A major limitation of this study was the small number of

respondents on the negative path. As a result, little can

be said regarding the generalizability of the negative path

individuals’ responses. These individuals did, however,

indicate that they had less favorable relations with

supervisors and felt the performance report variances were

not as important in determining their bonus as compared to

individuals on the positive path.

*°° Bruns, N. and J. waterhouse, op. cit., 1975.

*=* Collins, F., R. Seiler, and D. Clancy, op. cit., 1984.
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Another limitation is that comparisons between

supervisors’ perceptions and subordinates’ perceptions had

to be done visually rather than analyzed statistically.

Since a superior in one instance is a subordinate in another

(not independent observations) to my knowledge there exists

no statistical technique to analyze such data.

Additionally, many of the null hypotheses could not be

rejected. This may have been due to the fact that the

variables were not defined narrowly enough. It appears that

many of the questions did not have any impact upon the

determination of a positive or negative path. The variables

which would have no influence, however, would have been

difficult to determine prior to the study. The wealth of

questions did allow the researcher to see where similarities

and differences existed with regard to a variety of

dimensions and make several interpretations which would not

have been possible without the additional data.

Contribution and Avenues for Future Study

A major contribution of this research is the development

of a theoretical model of the expected behavior of managers

who were evaluated using performance report variances.

Based on the results of this study it seems reasonable to

suggest that the positive side of the model appears to have

been working as hypothesized. Thus, it would appear useful

for future researchers in this area to develop and employ
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theoretical models.

Additionally, it appears that conflicting results from

prior research may have been due, in part at least, from

different meanings attached to the word "budget". Based on

the results of this research it seems reasonable to suggest

that future researchers should attempt to define the measure

of interest, such as performance report variances, as

narrowly as possible to insure that respondents are

addressing the area that is of interest to the researcher.

Furthermore, based on the results of this study it also

seems reasonable to suggest that future researchers try to

more narrowly define the variables which affect the

performance report.

Although this research has important implications for

the use of accounting performance evaluation measures, such

as insuring that the information is communicated adequately,

goals are unambiguous, and management is in agreement

regarding their use, much work is still left to be done.

A possible avenue for future research might be to take

the theoretical model developed in this dissertation and

work backwards. Since this study’s results indicate that

there are positive and negative paths associated with the

performance report variances a questionnaire could be

designed and administered in an organization to separate

those individuals who indicate a positive path and those who
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indicate a negative path. Once these two groups were

segregated, questionnaires could be designed to ascertain

what items with respect to the performance report might

cause an individual to have a negative path or positive

path.

Additionally, more work needs to be done regarding the

effectiveness of various methods of communicating the

performance report information and the impact of leadership

styles on the acceptance or rejection of the performance

report variances.

Information provided by this type of research is

important since it will provide feedback for companies in

terms of how to communicate their evaluation techniques

effectively. Additionally, it will help companies with

respect to the types of evaluations which should be used to

promote improved performance.
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Dear , l

I am a Ph.D. student, in accounting, at Virginia Polytechnic
Institute and am writing you at the suggestion of who

indicated that your company might be interested in participating
in a study that I am conducting. My study focuses on the
effectiveness of accounting numbers in communicating performance
evaluation information. Of particular interest to me are
performance reports which compare budgeted to actual results and
provide variance information to the users. I would like to
stress, however, that this study will not require access to any

of your accounting information. I am not interested in looking

- at the numbers but rather at the process.

I would be pleased to meet with you to discuss this study in

more detail. Since every organization is different I feel it
would be very beneficial if we could get together for an initial

meeting so that you might familiarize me with your comany, in

general. Additionally, I have enclosed a copy of a questionnaire

which I am considering using, and a tenative schedule of the

study process. I would like to take this opportunity to assure

you that if your company participates in this study the written

results will fully generalize findings and mask the identities of

individuals and the company for everyone°s protection.

At the conclusion of the study I would be happy to prepare a

report of the pertinent findings for you and any others you

designate. I look forward to speaking with you in the near

future regarding your company's participation in this study.

Thank you for your time and consideration.

Sincerely,

Leslie N. Neisenfeld
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Tentative Study Schedule

1. Meet with · discuss

~
a. general organizational climate

b. study approach and convenient times to visit

c. use of company documents such as organizational charts
and job manuals etc.

d. who will particpate in the study either through
interviews and/or questionnaires

e. the performance evaluation process

1. the extent to which accounting numbers are used

2. the extent to which pay is tied to performance as
determined by the accounting numbers

3. the extent to which managers particpate in the
process

2. Preparation of organizational performance evaluation
report (which uses accounting data) flowchart and
performance report climate chart! based on

a. use of company documents agreed upon in step 1

b. interviews with individuals determined in step 1

3. Administration of questionnaire to individuals as determined
in step 1 and 2 (estimated time 1 hour)

4. Data analysis
”

5. Discussion of results and written report

thypothetical performance report climate chart attached
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Hypothetical Performance Report Climate Chart

Performance Report Performance Report
accounting non—accounting

ä ¤·¤= · B E! ä B
high parti- low parti-
cipation cipation

Dept. B Dept. A Dept. C

Dept. B Dept. C Dept A

high pay low pay
emphasis emphasis
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For the following statements indicate how much you agree or
disagree with each statement using the following scale

1 ¤ Strongly Agree (SA) 6 • Disagree (D)
2

• Agree (A) 7 ¤ Strongly Disagree (SD)
4

• Neither Agree or Disagree (N)

1 2 3 4 5 6 7

1. Praise is given for doing a good Job SA A N D SD

2. I can speak frankly with my supervisor SA A N D SD

3. I can count on my supervisor to back
me up SA A N D SD

4. Hy supervisor stresses variances
from the allowed standard when
evaluating my performance SA A N D SD

5. On my Job, most of my tasks are clearly
defined SA A N D SD

6. I understand what my supervisor expects
of me SA A N D SD

7. Just doing my Job gives me many chances
to figure out how well I am doing SA A N D SD

B. There are goals set for my Job SA A N D SD

9. I understand the goals set for my Job SA A N D SD

10. The goals set for my Job are fair SA A N D SD

11. The arrangement of people and equipment
is right for my Job SA A N D SD

12. My supervisor is flexible when
necessary SA A N D SD

13. Hy supervisor’s evaluation of my
performance is very general and
personal SA A N D SD

14. I usually know whether or not my work
is satisfactory on this Job SA A N D SD

15. Hy supervisor asks for advice when
making decisions that concern me SA A N D SD

16. I have a chance to take part in
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deciding what the work methods.
procedures and goals will be on my Job SA A N D SD

17. Hy supervisor emphasizes the quality

of my production SA A N D SD

18. I emphasize the variances from the

allowed standard when I evaluate the

performance of my subordinates SA A N D SD

19. On my Job there are always deadlines

and tight schedules SA A N D SD

20. The company sets high performance goals SA A N D SD

21. I feel alot of pressure to produce SA A N D SD

22. Considering my skills and the effort I

put into my work I am very satisfied

with my annual compensation SA A N D SD

23. I have the type and amount of equipment

and supplies I need for my Job SA A N D SD

24. Knowing the variances from the allowed

standard helps me figure out where I

need to improve performance SA A N D SD

25. Knowing the variances from the allowed

standard helps me improve my

performance
SA A N D SD

26. Variance from the allowed standard is

a good way to measure my performance SA A N D SD

27. If I improve on the variances allowed

from the standard my year end bonus will

increase
SA A N D SD

28. I can use the variances allowed from

the standard to improve my performance

and increase my year end bonus . SA A N D SD

29. I try hard to get ahead on my Job SA A N D SD

30. I am concerned about the quality of

my work.
SA A N D SD

31. I am interested and deeply involved

in my work
SA A N D SD

32. Hy supervisor emphasizes the quantity

of my production SA A N D SD
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33. The variances from the allowed standard‘
used for my Job are fair 5A,A N D SD

34. My salary and bonus depends on how
well I perform SA A N D SD

35. The amount of my year end bonus is
determined by the variances from the
allowed standard SA A N D SD

36. I am concerned about the quantity that
I produce SA A N D SD

37. I am concerned about the variances from
the allowed standard SA A N D SD

For the following questions indicate how important the item is to
you using the following scale.

1
•

Unimportant (U)
4

•
Important (I)

7
•

Very Important (VI)

l 2 3 4 5 6 7

38. The fringe benefits you receive U I VI

39. The variances from the allowed
standard U I VI

40. The amount of salary and bonus you
get U I VI

41. The amount of job security you have U I VI

For the following questions indicate how satisfied you are with
the item using the following scale

1 • Very Dissatisfied (V) 6 •
Satisfied (S)

2
•

Dissatisfied (DS) 7 ¤ Very Satisfied (VS)
4 •

Neither Dissatisfied or Satisfied (N)

1 2 3 4 5 6 7

42. The fringe benefits you receive V DS N S VS

43. The use of variances from the
allowed standard V DS N S VS
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44. The amount of salary and bonus
you get V DS N S VS

45. The amount of job security you have V DS N S V8

For the following questions indicate how likely it is that these

items would occur if you performed your Job especially well using

the following scale

1 • Not At All Likely (NL)
4

•
Likely (L)

7
• Extremely Likely

1 2 3 4 5 6 7

46. You will get a year end bonus NL L EL

47. You will be given chances to learn
new things NL L EL

For the following items indicate how important they are for

determing salary and bonus with your company using the following

scale
‘

1 = Unimportant (U)

4
• Important (I)

7
• Very Important (VI)

1 2 3 4 5 6 7

48. Your training and experience U I VI

49. The quality of your job performance U I V1

50. The quantity of your performance U I VI

51. The quality of your work group’s
performance U I VI

52. The quantity of your work group’s
performance U I VI

53. The variances from the allowed

standard U I VI

54. Are you? 1
•

male 2
• female
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55. What is your education level(indicate highest completed)

1 • grade school
2

• some high school tgrades 9-11)
3 ¤ graduated from high school
4 ¤ some college or technical training beyond high school

56. How old are you?

1 • 18-25 4 = 46-55
2

• 26-35 5 • 56-65
3

•
36-45 6 • over 65

57. How long have you worked for this company?

1 = less than 1 year 5 = 9-15 years
2 • less than 2 years 6 • 16-20 years
3 ¤ 2-4 years 7 ¤ more than 20 years
4

• 5-8 years

58. How long have you worked in your present Job (position)with

this company

1 ¤ less than 1 year 5
• 9-15 years

2
• less than 2 years 6 = 16-20 years

3
•

2-4 years 7 • more than 20 years

4 ¤ 5-8 years

59. The department(s) you supervise

1 ¤ Maintenance
2 ¤ Rough Machine
3 = Glue Room
4

• Finish Machine A
5 = Finish Machine B
6 ¤ Sand Room
7 = Preassembly Area
8 ¤ Parts Inspection
9 ¤ Cabinent Room

10
• Finishing Room

11 = Ruh and Pack —

12
•

Warehouse
13 = Service Department
14 ¤ Quality Control
15

• Scheduling Department
16 ¤ Product Engineering
17 • Personnel Department
18 ¤ Production Control Department
19 ¤ Other tspecify)



162

60. Your job title is

1 ¤ v.P. of Manufacturing
2

•
Plant Manager

3 = Division Manager
4 = Departmental Manager
5 = Group Leader
6 = Utility Person
7 = Other (specify)

61. How would you rank your performance as
compared to your co-workers

1. lower than others
2.
3. average
4.
5. higher than others

62. Rank the performance of the departmenttsl
you supervise- use the scale in
question 61

1 = Maintenance
2 = Rough Machine
3 = Glue Room
4 = Finish Machine A
5 •

Finish Machine 8
6 = Sand Room
7 •

Preassembly Area
8 = Parts Inspection
9 ¤ Caoinent Room

10 = Finishing Room
11 = Ruh and Pack
12 •

Warehouse
13 = Service Department
14 ¤ Quality Control
15 •

Scheduling Department
16 ¤ Product Engineering
17 ¤ Personnel Department .
18

•
Production Control Department

19 •
Other (specify)
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· Company A

The management structure of the plant involves the V.P. of

manaufacturing, the plant manager, superintendent. departmental

supervisor, and assistant supervisor. The v.F. of manufacturing

and plant manager receive a production report on a daily and

weekly basis. The plant manger has a weekly production quota

which is transmitted to the plant management team and the middle

and lower levels of plant management have monthly bonuses tied to

their control of the variances.

The V.P. of manaufacturing indicated that variances are used

to compute bonuses and he believes they are an appropriate way to

measure and reward performance.

Company B

The management structure of the plant involves the v.P. of

manaufacturing, the plant manger, division manager, and

departmental manager. The V.P. of manufacturing and plant

manager receive daily and weekly operating reports which idicate

the expected daily production. The plant manager transmits the

information to middle and lower levels of plant management for

their respective departments. Middle and lower levels of plant

management receive monthly and end of the year bonuses based on

their ability to control the variances.

The v.P. of manaufacturing indicated that variances are used

to compute bonuses and he believes they are an appropriate way to

measure and reward performance.
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Dgmggraghics

1. Are you - 1. male 2. female

2. what is your education level<indicate highest completed)

1. grade school
' 2. some high school (grades 9-11)

3. graduated from high school or G.E.D.

4. some college or technical training beyond high school
(1-3 years)

5. graduated from college (5.A., 5.5., or other 5achelor’s

degree
6. some graduate school
7. graduate degree

3. How old are you?
1. 16-25
2. 26-35
3. 36-45
4. 46-55
5. 56-65
6. over 65

4. How long have you worked for this company?

1. less than 1 year
2. less than 2 years
3. 2-4 years
4. 5-6 years
5. 9-15 years
6. 16-20 years
7. more than 20 years

5. How long have you worked in your present Job <pos1tion)with

this company
1. less than 1 year
2. less than 2 years
3. 2-4 years
4. 5-6 years
5. 9-15 years
6. 16-20 years
7. more than 20 years

6. The department(s) you supervise +
1. names of departments
")

3.
4.
5.
6.
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7. Your job title is +
‘

l. v.p. manufacturing
2. pl ant manager
3. division manager
4. departmental manager
5. foreman
6.

tadapted from the MOAQ
+added questions

ägggrvigory §tyle

For the following statements indicate how much you agree or
disagree with each statement using the following scale

1. strongly disagree
2. disagree
3. slightly disagree
4. neither agree or disagree
5. slightly agree
6. agree
7. strongly agree

1. Praise is given for doing a good job
2. Employees are able to speak frankly with the supervisor
3. Individuals can count on their supervisor to back them up
4. Employees know what their supervisor expects of them
5. The supervisor is flexible when necessary
6. Your supervisor’s evaluation of your performance is very

general and subgective +
7. Your supervisor emphasizes the performance report in

evaluating your performance +
8. I emphasize the performance report when I evaluate my

subordinates’ performance +

factor loadings .55 > alpha = .88

Decision Making Policy

8. Managers and supervisors ask for the advice of their
employees when making decisions that affect the employees

9. There is an opportunity to take part in deciding what the
work methods, procedures and goals will be

factor loadings .58 > alpha= .72
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Pressure to Produce

10. The supervisor emphasizes production quality +
11. The supervisor emphasxzes production quantxt; +
12. Employees compete with each other
13. There xs almost a continuous series of deadlines and tight
schedules14.

There are high performance standards
15. There is strong pressure to produce

factor loadings .44 p alpha= .55

tadapted from the PNE
+questions added

Jgg Facegs

For the following questions indicate how important the item xs to
‘

you using the following scale.
3. moderately important or less
4.
5.
6. quite important
7.
B.
9. extremely important

1. the frxnge benefits you receive
2. the amount of pay you get
3. the amount of Job security you have
4. your performance report +

For the following questions indicate how satisfied you are with
the item using the following scale

1. very dissatisfied
2. dissatisfied
3. slightly dissatisfied
4. neither dissatisfied or satxsfied
5. slightly satisfied
6. satisfied
7. very satisfied

5. the fringe benefits you receive
6. the amount of pay you get
7. the amount of job security you have
8. your performance report +
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For the following questions indicate how likely it is that these
items would occur if you performed your Job especially well using
the following scale

1. not at all likely
*1

3. somewhat likely
4.
5. quite lifely
6.
7. extremely likely

9. you will get a bonus or pay increase
10. you will be given chances to learn new things
ll. you will get promoted or get a better Job

internal consistency reliability estimates .51 *

Iadapted from the MOAQ
+added questions

Tgsk and Role Charagteristics

For the following questions indicate how much you agree or
disagree with the item as a description of your Job using the
following scale

1. strongly disagree
2. disagree
3. slightly disagree
4. neither agree or disagree
5. slightly agree
6. agree
7. strongly agree

1. your performance report helps you figure out where you
need to improve performance +

2. Just doing my Job gives me many chances to figure out how
well I am doing

3. on my Job, most of my tasks are clearly defined
4. there are standards for my Job +
5. I know the standards for my Job +
6. I usually know whether or not my work is satisfactory on this

Job
7. On my Job, I know exactly what is expected of me
8. the standards set for my Job are fair +
9. your Job performance is accurately reflected in your

performance +
10. your performance report is fair +
11. you can use the performance report to improve your

performance +
12. the performance report is an appropriate way to measure

your performance +
13. if your performance report improves your pay will increase +
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14. you can use your performance report to improve performance

and increase your pay +

Internal consistency reliability estimates .41
“

tadapted from the MOAQ
+added questions

Equipment/Feople—Equipment Arrangement

15. the arrangement of people and equipment is appropriate for my

job
16. the arrangement of employees allows for efficient and

effective performance of my Job

17. the proper type and amount of equipment and supplies are

available for mv Job

factor loadings .57 ä alpha = .71

tadapted from the PwE

Employee Motivation

18. I try hard to get ahead

19. I have concern for the quality of my work.

20. I am interested and deeply involved in my work

21. I have concern for the quantity of what I produce +

22. I am concerned about my performance report +

factor loadings .56 > alpha = .74

Iadapted from the PNE
+ added questions

Pay

For the following items indicate how important they are for

determing pay with your company using the following scale

1. very unimportant
2l

sl

I

4. important
5.
6.
7. very important

1. your education, training and experience

2. the quality of your Job performance

3. your productivity
4. the quality of your work group’s performance



171

5. the productivity of your work group
6. your performance report +

For the following statements indicate how much you agree or
disagree with the items as they relate to your Job using the
following scale

1. strongly disagree
2. disagree
3. slightly disagree
4. neither agree or disagree
5. slightly agree
6. agree
7. strongly agree

7. I don’t make the kind of money I should for the Job I do
8. considering my skills and the effort I put into my work I am

very satisfied with my pay.
9. My pay is fair given what my co-workers make

10. Pay raises around here depend on how well you perform
11. my pay is based on my performance report +

internal consistency reliability estimates .47 E

tadapted from MOAQ
fadded questions

Performance

1. How would you rank your performance as compared to your
coworkers

1. lower than others
2.
3. average
4.
5. higher than others

2. Rank the performance of the departments you superyise-
use the scale in question 1

1. names of departments
—

"D

sl

4.
5.

The performance questions were made up specifically for this
research
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For the following statements ‘indicate how much you agree or

disagree with each statement using the following scale

1
• Strongly Agree (SA) 6

-
Disagree CDJ

2
• Agree (AJ 7

-
Strongly Disagree (SD)

%
•

Neither Agree or Disagree (N)

1 2 3 % S 6 7

1. Praise is given for doing a good Job SR A N D SD

2. I can speak frankly with my supervisor SR A N 0 SD

3. I can count on my supervisor to back
me up S9 A N D SD

%. Hy supervisor stresses the monthly
production schedule when evaluating my
performance SA A N 0 S0

5. On my job, most of my tasks are clearly
defined SR A N 0 SD

5. I understand what my supervisor expects

of me SR A N 0 SU

7. Just doing my job gives me many chances
to figure out how well I am doing SR A N 0 SD

8. There are goals set for my Job SA A N D SD

5. I understand the goals set for my job SA A N D SU

10. The goals set for my job are fair SA A N D S0

11. The arrangement of people and equipment
is right for my Job SA A N D S0

12. ny supervisor is flexible when
necessary SR A N D S0

13. Hy supervisor's evaluation of my
performance is very general and
personal SR A N D 50

1%. I usually know whether or not my work
is satisfactory on this job S9 A N D SU

15. Hy supervisor asks for advice when
making decisions that concern me SR A N D SD

16. I have e chance to take part in
deciding what the work methods,
procedures and goals will be on my Job SR A N D S0
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17. Hy supervisor emphasizes the quality
of my production SR A N U SD

18. I emphasize the monthly production
schedule when I evaluate the performance
of my subordinates SA A N D SD

18. On my job there are always deadlines
and tight schedules S8 A N D SD

20. The company sets high performance goals SA A N 0 S0

21. I feel alot of pressure to produce SH A N U SD

22. Considering my skills and the effort I
put into my work I am very satisfied
with my salary and bonus SR A N D SD

23. I have the type and amount of equipment
and supplies I need for my Job SA A N 0 SD

2%. The monthly production schedule helps
me figure out where I need to improve
performance S8 A N D S0

25. I can use the monthly production
schedule to improve my performance S8 A N 0 SD

25. The the monthly production schedule is
a good way to measure my performance SR A N D SD

27. If I do better on my monthly production
schedule my salary and bonus will
increase SR A N D SD

28. I can use the monthly production
schedule to improve my performance and
increase my salary end bonus SR A N D SD _

28. I try hard to get ahead on my Job SH A N 0 S0

30. I am concerned about the quality of
my work. SA A N D SD

31. I am interested and d·eply involved
in my work SA A N D S0

32. Hy supervisor emphasizes the quantity
of my production SR A N 0 S0

33. The monthly production schedule used
for my job is fair SA A N D SD
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3%. Hy selary end bonus depends on how
well I perform SA A N D SD

3S. The amount of my selary and bonus is
detarmined by the monthly production
schedule SH A N D SD

36. I am concerned about the quantity that
I produce SR A N D SU

37. I em concarned about the monthly
l

production schedule SR A N D SD

For the following questions indicate how important the item is to

you using the following scale.

1
•

Unimportant (U)
%

•
Important (I)

7 • Uery Important (UI)

1 E 3 % 5 6 7

39. The fringe benefits you receive U I UI

39. The monthly production schedule U I UI

%0. The amount of selary and bonus you
get U I UI

%1. The amount of Job security you have U I UI

For the following questions indicate how satisfied you are with

the item using the following scale

1 -
Uery Dissatisfied (U) 6

• Satisfied (S)

E
• Dissatisfied (DS) 7 -

Uery Satisfied (US)

%
• Neither Dissatisfied or Setisfied (N)

1 2 3 % S 6 7

%E. The fringe benefits you receive
”

U DS N S US

%3. The use of the monthly production
schedule U DS N S US

%%. The amount of selary and bonus
you get U DS N 5 US

%S. The amount of job security you have U DS N S US
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For the following questions indicate how likely it is that these
items would occur if you performed your Job especially well using
the following scale

1
•

Not ht All Likely (NL)
H

•
Likely (LJ

7
•

Extremely Likely

1 E 3 H 5 6 7

HE. You will get a year end bonus NL L EL

H7. You will be given chances to learn
new things NL L EL

For the following items indicate how important they are for
determing salary and bonus with your company using the following
scale

1 •
Unimportant (U)

H
•

Important (IJ
7

•
Uery Important (UI)

1 2 3 H S 6 7

HB. Your training and experience U I UI

HS. The quality of your Job performance U I UI

S0. The quantity of your performance U I UI

S1. The quality of your work group‘s
performance U I UI

S2. The quantity of your work group's
performance U I UI

S3. The monthly production schedule U I UI

SH. Are you? 1
•

male 2
•

female

SS. what is your education leveltindicate highest completed)

1
•

grade school
E

•
some high school Cgrades 9-11)

3
•

graduated from high school
H

•
some college or technical training beyond high school
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56. How old are gou?

1 • 16-25 % • %6-55
2

•
26-35 5

•
56-65

3
•

36-%5 6
·

over 65

57. How long have gou worked for this compang? '

1
•

less than 1 gear S
• 5-15 gears

2
•

less then 2 geers 6
• 16-20 gears

3
•

2-% geers 7
• more than 20 geers

%
• 5-6 gears

56. How long have gou worked in gour present job Cpositionlwith
this compang

1
•

less then 1 gear 5
• 5-15 gears

2
•

less then 2 gears 6
•

16-20 geers
3

•
2-% geers 7 • more then 20 gears

%
• 5-6 gears

55. The department<s> gou supervise

1
•

Lumber Yard
2

•
Rough End

3
• Ueneer Room

%
•

Finish Hachine Room
5 • Sanding
6

•
Cabinent

7
• Finishing

6
•

Packing Room
5

•
Shipping Room

10
•

Other tspecifgl

60. Your Job title is

1 • U.P. of nanufacturing
2

-
Plant nanager

3
•

Superintendent —

%
•

Departmental Supervisor
5

•
Assistant supervisor

6
•

Other tspecifgl

61. How would gou rank gour performance as
compared to gour co-workers

1. lower then others
2.
3. average
%.
5. higher than others
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52. Rank the performance of the depertmentts)

gou superviee— use the scale in

question S1

1
• Lumber Yard

E
• Rough End

3
• Ueneer Room

Q • Finish Machine Room .

S • Sanding
5

• Cabinent
7

• Finishing
B

• Packing Room
S

• Shipping Room
10 · Other tspecifgl
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For the following statements indicate how much you agree or
dleegrae with each statement using the following scale

1
• Strongly Agree (SA) 5 • Disagree (0)

2
• Agree CA) 7 • Strongly Disagree (SD)

S
• Neither Agree or Disegree (NJ

1 2 3 S S 5 7

1. Preise is given for doing a good job SA A N D SD

2. I can speak frankly with my supervisor SA A N D SD

3. I can count on my supervisor to back
me up SA A N D SD

S. ny supervisor stresses variances
from the allowed standard when
evaluating my performance SA A N D SD

S. On my job, most of my tesks are clearly
defined SA A N U SU

5. I understand what my supervisor expects
of me SA A N 0 S0

7. Just doing my job gives me many chances
to figure out how well I am doing SA A N D SD

8. There are goals set for my job SA A N 0 SD

S. I understand the goals set for my job SA A N 0 SD

10. The goals set for my job are fair SA A N D SD

11. The arrangement of people and equipment
is right for my job SA A N D S0

12. ny supervisor is flexible when
necessary SA A N D SO

13. Hy supervisor's evaluation of my
performance is very general and _

personal SA A N D SD

1S. I usuelly know whether or not my work
is satisfectory on this job SA A N D SD

1S. Hy supervisor asks for advice when
making decisions that concern me SA A N U S0

15. I have a chance to take part in
deciding what the work methods,
procedures and goals will be on my job SH A N 0 SD
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17. ny supervisor emphaslze: the quality
of my production SA A N D SD

18. I emphasize the variances from the
allowed standard when I evaluate the
performance of my subordinates SA A N D SD

13. On my job there are elway: deadlines
and tight schedule: SA A N D SD

20. The company sets high performance goal: SA A N D SD

21. I feel alot of pressure to produce SA A N D SD

22. Considering my skills and the effort I
put into my work I am very satisfied
with my annual compensation SA A N D SD

23. I have the type and amount of equipment
and supplies I need for my Job SA A N D SD

2%. Knowing the variances from the allowed
standard helps me figure out where I
need to improve performance SA A N D SD

25. Xnowlng the variances from the allowed
standard helps me improve my
performance SA A N D SD

26. Uarlance from the allowed standard is
e good way to measure my performance SA A N D SD

E7. If I improve on the variances allowed
from the standard my year end bonus will
increase SA A N D SD

28. I can use the variances allowed from
the standard to improve my performance
and increase my year end bonus SA A N D SD

28. I try hard to get ahead on my Job SA A N D SD

30. I am concerned about the quality of
my work. SR A N D SD

31. I am interested and deeply involved
ln my work SA A N D SD

32. Hy supervlsor emphasizes the quantity
of my production SA A N D SD

33. The variances from the allowed standard
used for my Job are fair SA A N D SD
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3Q. Hy salary and bonus depends on how
well I perform SA A N g SD

35. The amount of my year end bonus is
determined by the variances from the
allowed standard SA A N g gg

35. I am concerned about the quantity that
I produce SA A N g gg

37. I am concerned about th- variances from
the allowed standard SA A N D SD

For the following questions indicate how important the item is to
you using the following scale.

1
•

Unlmportant (U)
Q •

Important (I)
7

• Uery Important (UI)

l 2 3 Q 5 6 7

35. The fringe benefits you receive U I UI

35. The variances from the allowed
standard U I UI

Q0. The amount of salary and bonus you
get U I UI

Q1. The amount of job security you have U I UI

For the following questions indicate how satisfied you are with
the item using the following scale

l
•

Uery Dlssatisfied (U) 6 • Satisfied (S)
E

• Dissatisfied (DS) 7
• Uery Satisfied (US)

Q • Nelther Dissatisfiad or Satisfied (NJ

_ l E 3 Q S S 7

Q2. The fringe benefits you receive U DS N S US

Q3. Tha use of variances from the
allowed standard U DS N S US

QQ. The amount of salary and bonus
you get U DS N S US

QS. The amount of Job security you have U DS N S US
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For the following questions indicate how likely it is that these
items would occur if you performed your job especially well using
the following scale

1
•

Not At All Likely (NL)
Q •

Likely (L)
7

•
Extremely Likely

1 E 3 Q S 6 7

QS. You will get a year end bonus NL ' L EL

Q7. You will be given chances to learn
new things NL L EL

For the following items indicate how important they are for
determing salary and bonus with your company using the following
scale

1 •
Unimportant (U)

Q •
Important (I)

7 • Uery Important (UI)
1 E 3 Q 5 S 7

QB. Your training and experience U I UI

QB. The quality of your Job performance U I UI

SO. The quantity of your performance U I UI

S1. The quality of your work group's
performance U I UI

S2. The quentity of your work group's
performance U I UI

S3. The variances from the allowed
standard U I UI

SQ. Are you? 1
• male 2 •

female

SS. what is your education leveltindicate highest completed)

1 • grade school
E

•
some high school (grades S-11)

3
- graduated from high school

Q •
some college or technical training beyond high school
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56. How old are you?

1
•

18-25 %
• %6-55

2
• 26-35 5

• 56-65
3 -

36-%5 6 ·
over 65

57. How long have you ucrked for this company?

1 ·
less than 1 year 5

• 8-15 years
2

• less than 2 years 6 ·
16-20 years

3
•

2-% years 7
• more than 20 years

% · 5-8 years

58. How long have you worked in your present job Cpositionlwith
this company

1
-

less than 1 year 5 • 8-15 years
2

•
less than 2 years 6 -

16-20 years
3

• 2-% years 7 • more than 20 years
%

•
5-8 years

58. The departmentts) you supervise

1
• Maintenance

2
•

Rough Machine
3

• Glue Room
%

•
Finish Machine A

5
•

Finish Machine 8
6

• Sand Room
7

• Preassembly Area
8

•
Parts Inspection

8 · Cabinent Room
10

• Finishing Room
11

• Rub and Pack
12

•
warehouse

13
• Service Department

1%
• Quality Control

15 ·
Scheduling Department

16
• Product Engineering

17
• Personnel Department _

18
• Production Control Department

18 • Dther <specify)_______________

60. Your job title is

1
• U.P. of Manufacturing

2
• Plant Manager

3
·

Division Manager
%

•
Departmental Manager

5
·

Group Leader
6 • Utility Person
7 • Dther (specify)
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61. How would you rank your performance es
compared to your co-workers

1. lower than others
2.
3. average
%. ·
5. higher than others

62. Rank the performance of the departmenttsl

you supervise— use the scale in
question 61

1
-

Maintenance
2

•
Rough Machine

3
• Blue Room

%
•

Finish Machine R
5

• Finish Machine B
6

• Sand Room
7

• Preassembly Area
6 • Parts Inspection
S

•
Cabinent Room

10
• Finishing Room

11 · Rub and Pack
12

•
warehouse

13
•

Service Department
1%

-
Quality Control

15
• Scheduling Department

16 • Product Engineering
17 • Personnel Department
16

•
Production Control Department

13
•

Dther <specifyJ
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H1: Perceptions 0+ equitability 0+ the per+ormance report

with respect to its perceived use (high or low) +0r

per+ormance evaluation purposes.

First the respondents were grouped on question 4 (all

questions came +rom Appendix E), responses 1-3 +ormed the

high use group and responses 5-7 +ormed the low use group.

Individuals who responded to the question by answering N

(neither) were eliminated +rom this part 0+ the analysis.

These groups were then analyzed with respect to questions 26

(026A) and 33 (Q33A) using the Chi-Square test 0+

independence (Table 10). Due to the small number 0+

respondents within three cells H0 regarding Q26A could not

be accepted or rejected. Since no disagrees (inequitables)

existed in the group 0+ respondents with respect to Q33A no

analysis could be per+0rmed.

H2: Perceptions 0+ equitability with respect to positive and

negative path perceptions

First the respondents were grouped according to their

responses to questions 24 and 25, i+ the responses totaled 7

or less they were placed in the positive path group, 8

' discarded +0r this part 0+ the analysis, and 9 or more

+ormed the negative path group. Next these groups’

responses to questions 26 and were analyzed using the



TABLE TEN- HYPOTHESIS ONE, COMPANY A PLANT ONE

TAILE OF GROUP IY OZSA

MM! IZSAFREOUEHCYI
PERCEHT
ROH PCT
COL PCT AGREE IOISAO I TOTAL•••••••••Q••••••••§••••••••Q

HTG O 1 IO
Ol.O2 9.0S II.!}
90.IO lI.OO
!0.00 lO|.IO••••••••••••••••••••••••-•••

LOH I I I
S.O9 0.00 9.IS

1OI.IO O.IO
L0.00 0.0l•••••-•••0••••••••§••••••••§

TOTAL IO I ll
SO.!) 9.IS lI|.O|

STATISTTCS FOR TASLE OF GROUP IY OZCA

STATTSTTC OF VALUE PRGO

CH!·SOUARE I O.ll| O.7•|
LTKELIHOOO RATIO CHI-SOUARE L |.2¤O O.6S•
COHTTHUITY AOJ. CH!·SOUlRE L I.OOO 1.000
HAHTEL·HAEHSZEL CHI·SGUAIE L |.lO| O.7S2
FTSHER'S EXACT TEST (l—TA1L) O.909

(2•TATL) l.OOO
PH! •O.lOO
COHTIHGEHC7 COEFFTCIEHT O.lOO
CRAHER°S V •O.lOO

SAHPLE SIZE • ll ’
HARH!H0• PSI OF THE CELLS HAVE EXPECTEO COUHTS LESS

THAI S. CHI·SGUARE RAY HOT IE A VALIO TEST.

TAILE OF GROUP SY ISSA

GROUP OSSA

FREOUEHCY

{53%%COL PCT OAGREE I TOTAL
IO IO„!•

I
90.SL

I
OO.!]

l||.O|
SI.!)••••••••••-••••-;•¢

~ llau
I

S.|9
I

9.IQ
!OO.|O

!.|9
”°°°°°°°°Ä-I L1LT°"l

l|0.00 lO|.|O
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Chi—Square test of independence (Table 11). Since none of

the respondents perceived the performance report to be

inequitable (disagree) no statistical analysis could be

performed. Thus H0 could not be accepted or rejected.

H3: Perceptions regarding task role characterisitics by

those who perceived a positive path and those who perceived

a negative path.

The groupings formed for H2, positive and negative groups,

were analyzed using the wilcoxon rank sum test with respect

to questions 5, 7, 8, 9, 10, 11, 14, and 23 (Table 12). No

statistical analysis could be performed on questions 11 and

14 since the one repondent who indicated a negative path did

not answer these questions. Employing .05 significance

level HO could not be rejected except for question ten. It

appears that the strength of the perceived fairness of the

goals (standards) set for the job is affected by the

perception of a positive or negative path. The nature of

this difference is puzzling, however, since the individual

who perceived a negative path indicated a higher perceived

fairness overall than those who perceived a positive path.

Theoretically the individual who perceives a negative path

should also perceive the goals put forth by the performance

report to be less fair.
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TABLE ELEVEN- HYPOTHESIS TWO, COMPANY A PLANT ONE

TAILE OP GROUP IY OZGA

GROUP OZGA

FREOUERCY
PERCERT
ROR PCTGOL PCT OAGREE 1 TOTAL

REG I l
l0.00 lI.|O

lO!.II
LI.OO•••••••••Q••••••••Q

POS 9 7_ IO.IO !0.0I
lI|.I|
I0.0I•••••••••Q••••••••*

TOTAL IO ll
lOO.II lO0.00

TAILE OP GROUP IY OSSA

GROUP OSSA

PREOUERCY‘ PERCERT
ION PCT
COL PCT AGREE I TOTAL•••••••••Q••••••••Q

REG I 11•.•• l•.••
ll0.00
l0.00•••••••••Q••••••••Q

POS O 9
9G.IO 90.00 -lOO.IO
OO.}!

•••••••••Q••••••••Q

TOTAL II ll
lIO.II l|O„Ol
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H4: Perceptions of supervisory style by those individuals

who perceived a positive path and those who perceived a

negative path.

The positive and negative groups were compared with

respect to questions 1, 2, 3, 6, 12, 13, 15, 16, 17, 19, 20,

21, and 32 using the wilcoxon rank sum test (Table 13).

Employing .05 significance level H0 could not be rejected

with respect to any of the questions.

The p values for questions 15 (.0720) and 20 (.0914),

however, do indicate that some relationship exists. with

respect to question 15, it appears that the individual who

perceived a negative path also perceives that his superior

does not ask for his advice while those who perceived a

positive path generally felt that their supervisor asked for

their advice. Additionally, the individual who perceived a

negative path also indicated that the company does not set

high performance goals (Q 20) on the other hand the positive

group generally indicated that the company did set high

performance goals. Both of these responses would be

expected theoretically since the individual who perceives a

negative path is likely to also feel that he is not as

involved in the decision making process which affects the

goals or standards and in turn the performance report.
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TABLE THIRTEEN· continued

RNRLTSIS FOR VIRXIILE 020 CLISSIFIEI IT VIRIADLE GROUP

AVERAOE SCORES NERE USED FOR T1 #

NTLCOXON SCORES (INN! SUNS)

SUN OF EXPECTED STD DEV NEANLEVEL N SGORES UNDER NI UNDER N0 SCORE
NEO 1 15.00 7.00 S.26 13.00
POS 12 70.00 00.00 3.26 6.50

NILCOXON 2·SANPLE TEST TNORNAL APPRDXTNITTON)
(N1TN CGNTINUITV CORIECTION OF .5)
S- 13.00 2* 1.6001 PRG0 >I2I•0.0010
T•TEST RPPROX. SXGNTFICANCE-0.1172

lRUSKAL·NOLL1S TEST (CN1·SOUARE APPROXINATION)
CN1SO' 5.30 DF- 1 PRDI > CN1$|*0.0655

u

INALYSIS FOR VARIAILE 021 CLASSIFXED DT VARIAILE GROUP

AVERAGE SCORES HERE USED FOR T1ES

NILCOXON SCORES IRAN! SUNS)

SUN OF EXPECTED STD DEV NEAN
EVEL N SCORES UNDER N0 UNDER N0 SCGRE

1 12.50 7.00 3.61 12.50
gg 12 70.50 00.00 5.61 6.50"“°°‘°ä

¥iä6'£$§‘.äEäEc§&'85"$§ ‘§$"°""""°"’u .
Sfirnlg.50 2* 1.3060 PRO0 >|2I•0.1655

T•TEST APPROI. S1GN1F1CANCE•0.1007

- T T (¢N1·SOUARE APPRDXXNATION)é,'§¥§§2‘
"$E§§’ "„. g

pmRNALYSISFOR VARIADLE 052 CLOSS1F1ED DT VIRIADLE GROUP

RVERAGE SOORES ERE USED FOR T1ES

NILCDXON SCORES (RANR SUNS)

SUN OF EXPECTED STD DEV NEAN
LEVEL N SOORES UNDER N0 UNDER N0 SCORE

NEO 1 3.00 7.00 3.51 5.00
POS 12 00.00 00.00 3.51 7.33

NTLCOXDN 2•SANPLE TEST (NDRNAL APPROXINATIDN)
LNITN CONTINUITY CDRRECTIDN OF .5)
S- 3.00 2*-0.9077 PROI >|Z|¤0.310•

T•TEST APPROX. S1GN1F1CANCE•0.3301

RRUSRAL·HALL!S TEST (CN!-SOUARE APPR¤!!NAT1DN)
CN1S0• 1.30 DF- 1 PROD > cN!S0-0.2542
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H5: Motivation of individuals who perceived a positive path

and those who perceived a negative path.

The positive and negative groups were compared with

respect to questions 29, 30, 31, 36, and 37 using the

wilcoxon rank sum test (Table 14). Employing .05

significance level HO could not be rejected with respect to

any of the questions.

H6: Job facet perceptions of those who perceived a positive

path and those who perceived a negative path.

The positive and negative groups were compared with

respect to questions 34, 35, and 38 - 52 using the wilcoxon

rank sum test (Table 15). Employing .05 significance level

H0 could not be rejected with respect to any of the

questions.

H7: Perceived pay-performance linkage by those who perceive

a positive path and those who perceive a negative path.

The positive and negative groups were compared with

respect to questions 27 and 28 using the wilcoxon rank sum

test (Table 16). Employing .05 significance level H0 could

not be rejected with respect to either of the questions.
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TABLE SIXTEEN· HYPOTHESIS SEVEN, COMPANY A PLANT ONE

RIILYSIS FOR VRRIAILE 02I CLISSIFIED IY VIRIAILE OROUP
RVERAOE SCORES IERE USED FDR TIES

IILCOXOI SCORES (RAI! SUIS)

SU! OF EXPECTEDLEVEL I SCDRES UIDER ID Uäggluäx
1 2.su 1.••'¤$ 12 ••.s•••.••ITLCDXOI

2•SRIPLE TEST (IORIICIITI COITIIUITY CORRECTIDIDP$•2.50 Z¤•1.122I PRDI >IZI¤D.26l5
T•TEST IPPROX. SIGI!FICRICE•|.2I35
RRUSRRL·IlLLXS TEST (CII·SOUARE RPPRDXIIRTXDIICI•1S•• 1.•• DF•

1 PROI > CI•1S0=•.2¤•S

AIALYSIS FOR VRRIRDLE 027 CLASSIFIED IY VARIAILE GROUP
AVERRGE SCORES IERE USED FOR TIES

IILCOXDI SCDRES (RRIR SUIS)

SUI OF EIPECTED STD DEV IEAILEVEL I SCORES UIDER ID UIDER HI SCDRE
IEO 1 7.DD 7.0I S.I6 7.IDPOS I2 O0.DD I•.|| S.|6 7.II

ITLCOIDI 2·SRIPLE TEST (IDRIRL RPPROXIIATXOI)(IITI COITXIUITV CORRECTXOI OF .5)S•
7.II 2- |.1636 PID! >|lI*O.|7I1

T·TEST APPRDX. S1GI1F1CAICE¤I.|72l
RRUSRAL•IILL!S TEST (CM!-SOUARE APPROXIIRTIOI)CI!S0• 0.DO DF•

1 PROI > CI!S0•1.|DOO
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H8: Perceived performance (self-reported) of managers who

perceived a positive path and those who perceived a negative

path.
F

The positive and negative groups were compared with

respect to question 61 using the wilcoxon rank sum test

(Table 17). Employing .05 significance level H0 could not be

rejected.

H9: The perceived performance of those managers who reported

a strong pay-performance linkage and those who reported a

weak pay-performance linkage.

First the respondents were grouped according to their pay-

performance linkage based on questions 27 and 28. Those

individuals whose responses totaled 7 or less were

classified as the strong pay-performance group (SPP), those

whose responses totaled 8 were dropped from this analysis,

and those whose responses totaled 9 or more were classified

as the weak pay-performance group (WPP). Next these groups

were compared with respect to questions 61 and 62 using the

wilcoxon rank sum test (Table 18). Employing .05

significance level H0 could not be rejected with respect to

either question.

Additonally, questions 1-53 were analyzed with a RCB

design with managerial levels being treatments and blocking
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TABLE SEVENTEEN- HYPOTHESIS EIGHT, COMPANY A PLANT ONE

ANALYSIS FOR VARIADLE 061 CLASSIFIED IT VARIAILE OROUP
AVERAGE SCORES NERE USED FDR TIES

MILCOXON SCORES (RANR SUMS1

SUM OF EXPECTED STD DEV MEANLEVEL N SCORES UNDER ND UNDER H0 SCORE
NEO 1 2.00 7.00 3.51 2.00PDS 12 !9.!! !4.0! S.S1 7.42

MILCOXON 2·SAMPLE TEST (NORMAL APPROXIMATION)(MITN CONTINUITY CORRECTION OF .5)S•
2.00 Z•·l.2!27 PRO! >Il|'!.l996

T•TEST APPROX. SIGNIFlCANCE¤!.22S!
RRUSIAL•NALLIS TEST (CM1·S!UARE APPROXIMATIONDCNIS!• 2.!S DF•

1 PRO! > CN1S0•!.l541
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TABLE EIGHTEEN· HYPOTHESIS NINE, COMPANY A PLANT ONE

ANALYSIS FDR VARIAILE 061 CLASSIFIED IV VARIAILE ORDUF
AVERAOE SCDRES HERE USED FDR TTES '

HILCDXDN SCDRES (RANI SUMS)

SUM OF EXPECTED STD DEV MEAN
LEVEL H SEDRES UNDER N0 UNDER NO SCDRE
SFP 15 05.00 100.00‘ 5.50 7.51
NP! 2 25.00 16.00 5.50 12.50

HILCDXDN 2•SAMPLE TEST (NORMAL APPROXIMATXOH)
(HITN CDNTINUITY CDRRECTIDN OF .5)
5* 25.00 2* 1.5555 PRO! >Il|•0.1207

T•TEST APPRD!. 51GN1F1CANCE*0.1060

RRUSlAL•HALL!5 TEST (CNT-SDUARE APPROXIMATION)
CN1S0• 2.60 DF• 1 FRO0 > CN1S0•0.1000

AHALY515 FDR VARIAILE 06200 CLASSIFIED DV VARXAILE OIOUFAVERAOE SCORES HERE USED FDR TIES

HILCOZON SCDRES (RANI SUMS)

SUM OF EXPECTED STD DEV MEANLEVEL M SDDRES UNDER N0 UNDER N0 SCDRE
SFP 15 101.00 100.00 5.66 7.77I'! 2 10.00 16.00 5.66 •.$•

HTLCOXON 2·SAMPLE TEST (NORMAL APPROXIMATIDN)(HITN CDNTINUXTY CDRIECTIDM DF .5)
5* 10.00 2* 0.0010 FRO0 >llI•0.6506
T•TE5T AFPRDX. 51DI1F1CAMCE•0.6655

RRU5RAL·HALL15 TEST (CN1·SOUARE APPROXXMATIDN)CM1S0* 0.20 |F• 1 FRD0 > CN1S0•0.5050
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on departments, next the results were analyzed using

Duncan’s Multiple Range Test to determine the agreement with

respect to the questions (Table 19). As indicated there is

a significant difference across all managerial levels,

although there is considerable agreement within ranks with

the plant manager differing most from the departmental

managers.

Question 62, performance rankings, was analyzed with a RCB

design using managerial levels as treatments and blocxing on

departments. The results indicated there was no significant

difference in rankings assigned departments across

managerial levels. The responses for all individuals to all

questions is presented in Table 20.
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H1: Ferceptions 0f equitability of the performance report

with respect to its perceived use (high or low) for

performance evaluation purposes.
F

First the respondents were grouped on question 4 (all

questions came from Appendix E), responses 1-3 formed the

high use group and responses 5-7 formed the low use group.

Individuals who responded to the question by answering N

(neither) were eliminated from this part of the analysis.

~
These groups were then analyzed with respect to questions 26

(Q26A) and 33 (Q33A) using the Chi-Square test of

independence (Table 21). Due to the small number of

respondents within three cells H0 regarding Q26A and G33

could not be accepted or rejected.

H2: Perceptions of equitability with respect to positive and

negative path perceptions

First the respondents were grouped according to their

responses to questions 24 and 25, if the responses totaled 7

or less they were placed in the positive path group, 8

discarded for this part of the analysis, and 9 or more

formed the negative path group. Next these groups’

responses to questions 26 and 33 were analyzed using the

Chi-Square test of independence (Table 22). Since none of

the respondents perceived a negative path no statistical
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TABLE TNENTY-ONE- HYPOTHESIS ONE, COMPANY A PLANT ONE

‘ TAILE OF OROUP IT 520A

NOW 526A

FREOUEHCY
PERCEHT
ION PCT
COL PET AGIEE IOISAO I TOTAL

•••••••••Q••••••••Q••••••••Q

H10 16 0 16
55.59 5.00 55.59

150.05 5.00
90.12 5.05

•••••••••Q••••••••Q••••••••Q

LON 1 1 2
5.56 5.56 11.11

55.05 50.00
5.55 100.00

•••••••••§••••••••§•••••••••

TOTAL 17 1 15
90.00 5.56 100.00

STATISTIC IF VALUE PROI

CH1·SOUAIE 1 5.071 0.000
LIKELIHOOO RATIO CH1·SOUARE 1 0.952 0.026
COHTTHUITY AOJ. CHI•SOUARE 1 1.621 0.205
HAHTEL·HAEH$lEL CH1·SOUAIE 1 5.500 5.005
F1SHER'S EXACT TEST (1·TAIL) 5.111

(2·TA1L) 0.111
PH! 0.656
COHTIHGEHCY COEFFICIEHT 0.566
CRAHER'S V 5.656

SAHPLE SIZE
• 15

HARH1HG• 752 OF THE CELLS HAVE EXPECTE0 COUHTS LESS
THAH 5. CHI·SOUARE NAV HOT IE A VAL10 TEST.

TAILE OF GROUP IV 055A

GROUP 055A

PREOUEHCY
PERCEHT
ROH PCTCOL PET •AGREE IITSAO 1 TOTAL

H10 I5 1 16
55.55 5.56 55.59
95.75 6.25
95.75 55.00

•••••••-••••-•--•-4••••••;•0
2LON 1

5.56 5.56 11.11
50.50 55.05
6.25 50.00

•••••••••••••••••••••••••••Q

TOTAL 10 2 15
55.59 11.11 100.05

STATISTTC IF
‘ VALUE PIOI

CH1•SOUARE 1 5.005 5.065
LIKELIHOOI RATIO CH1•SOUARE 1 2.500 0.129
COHTTHUITY ADJ. CH1•50UARE 1 0.059 5.507
HAHTEL•HAEH$2EL CH1·50UAIE 1 5.250 0.071
P1SHEI'5 EXACT TEST (1·TAIL) 0.216

(2·TA1L) 0.216
PH1 0.055
COHTIHGEHCY COEFFICIEHT 5.001
CRAHER°S V 5.055

SAHPLE SIZE
• 15

HAlH1H¤• 752 OF THE CELL5 HAVE EXPECTE0 COUHTS LESS
THAH 5. CH1·S5UAIE HAY HOT IE A VALII TEST.
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TABLE TWENTY-TWO— HYPOTHESIS TWO, COMPANY A PLANT ONE

TAIL2 OP GROUP IT I26A

GROUP IZ6AFIEOUENCTI
PERCENT
ROH PCTCOL PCT •AGRE2 IDISAG I TOTAL••••••••• •••••••• -••—••••QPOS

I
ZI

I
I

I
ZI

95.26 6.76 III.OO" 95.26 6.76
III.OI IO0.00

·•·•-•••••·-·-•—•·•·•-•-·•·•TOTAL ZI I ZI
95.26 6.76 IOI.II

TAIL2 OF GROUP IT ISSA

GROUP ISSAFREIUENCTI
PERCEIT
RO! PCT
COL PCT AGRE! IOISAG I TOTAL

-··•••--•+-—-·•·•·••••·····•POS
I

ZI
I

1
I

2I
95.26 6.76 lO0.00
95.26 6.76

II0.0I III.II••••••·•·•-•—-•-··•··-··•··•
TOTAL ZI I ZI

95.26 6.76 III.I6
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analysis could be performed. Thus H0 could not be accepted

or rejected.

Since all these respondents had a positive path no further

analysis could be done on this plant with respect to

positive and negative groupings. Thus, the two plants from

company A were pooled with the following results. H1 and H2

contained three cells with small numbers so HO could not be

rejected or accepted (Tables 23 and 24).

H3: Perceptions regarding task role characterisitics by

those who perceived a positive path and those who perceived

a negative path.

The groupings formed for H2, positive and negative groups,

were analyzed using the Wilcoxon rank sum test with respect

to questions 5, 7, 8, 9, 10, 11, 14, and 23 (Table 25). No

statistical analysis could be performed on questions 11 and

14 since the one repondent who indicated a negative path did

not answer these questions. Employing .05 significance

level H0 could not be rejected for any of the questions.

H4: Perceptions ·of supervisory style by those individuals

who perceived a positive path and those who perceived a

negative path.

The positive and negative groups were compared with
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TABLE TNENTY·THREE— HYPOTHESIS ONE, POOLED DATA COMPANY A

TAILE OF IROUP IY 626A

IIOUP 626A

FIEIUEHCY
PERCEHT
RON PCT
COL PCT AOREE IOISAO 1 TOTAL

••-••••..•---••...•-...•.•.•
IIO 25 1 26

66.21 5.65 69.66
96.15 5.65
92.59 56.66 .

•••••••••Q••••••••Q•••••••••

LON 2 1 5
6.96 5.65 16.56

66.67 55.55
7.61 56.66

•••••••••Q••••••••Q••••••••Q

TOTAL 27 2 29
95.16 6.96 166.66

STATISTIC IF VALUE PROI

¢H1·S6UARE 1 5.662 6.656
LIRELIHOOO RATIO CH!•SOUARE 1 2.259 6.155
COHTTHUITY AOJ. CH1•SOUARE 1 6.697 6.661
HAHTEL•HAEHSZEL CH1·SOUAIE 1 5.517 6.661
FISHER'S EXACT TEST (1·TA1L1 6.206

(2·TA1L) 6.260
PHI 6.556
CONTIHOEHCY COEFFICIEHT 6.556
CRAHER°S V 6.556

SAHPLE SIZE
• 29

NARH1HG• 75X OF THE CELLS HAVE EXPECTEO COUITS LES5
THAH 5. CH1·S6UAIE IAY HOT IE A VALII TEST.

TAILE OF GROUP IY 655A .

ROUP 655A

FREOUEHCY
PERCEHT
ION PCT
COL PCT AGREE IIISAG 1 TOTAL••-••.•••••--..---•..-...-.•

H10 25 1 26
66.21 5.65 69.66
96.15 5.65
92.59 56.60•••••••••Q••••••••§••••••••Q

LON 2 1 5
6.90 5.65 16.56

66.67 55.55
7.61 56.66

••••••••••••••••••Q••••••••Q

TOTAL 27 2 29
95.16 6.96 166.66

STATISTIC IE VALUE PIOI

CHI-SOUARE 1 5.662 6.656
LIIELIHOOO RAT!6 CH1·S6UARE 1 2.259 6.155
COITIHUXTY AOJ. CH1·S6UAR£ 1 6.697 6.661
NAHTEL·HAEHSZEL CH1·S6UAlE 1 5.517 6.661
F1SHER'5 EXACT TEST (1•TA1L) 6.266

|2•TA1L) 6.266
PH1 6.556
COHTIHGEHCY COEFFICIEHT 6.556
CRAHER'S V 6.556

SAHPLE SIZE 9 29
NARHIHO• 75l OF THE CELLS HAVE EXPECTEO COUHTS LESS

THAH 5. CH1•S6UA6E HAY IOT IE A VALII TEST.
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TABLE TWENTY·FOUR- HYPOTHESIS TWO, POOLED DATA COMPANY A

TAILE Ü CM! IT I26A

GIOUP I26A

PIEIUEHCT
PEICEHT
ION PCT
GIL PET AOIEE

••xs•• ‘I TITAL °
•••••••••q••••••••••••-••••g

·¢°
3 23 I II 3 23IIIIII •I•¤ '
3.33 I.II•••••••••4••••—•••6•••••·•-4

POS 29 I SI
93.33 3.23 96.77
96.67 3.33
96.67 IIO.|I••·•••••••--···•·••·•------4

TOTAL 3O I Sl
96.77 3.23 III.II

STATISTIC IP VALUE PIOI

EÄ1:§;ÜÄÄE”--n 1 •.•s• •.•ss
LIKELIHOOO IATIO CHI·3OUARE I I.I67 I.796
CONTIHUITY AOJ. CHI·SOUAIE I I.IOO I.IOO
IAHTEL•HAEHSZEL CHI•SIUAIE I I.I33 I.IS3
PISHER'S EXACT TEST (I-TAIL) I.96I

L2•TAIL) I.IOO
PHI I.I33
CONTIHGEHCY COEYFICIEHT I O33
CIAHEI'S V I.I33

SAHPLE SIZE ¤ SI
· F TH CELLS HAVE EXPECTEO COUNTS LESS“··“l”°·

7T=A= 3. EHI·SOUAIE RAY HOT IE A VALII TEST.

TAILE OF GROUP IV I33A ‘
GROUP I33A

FIEOUEHCY
PEICEHT
ION PCT
COL PCT AGIEE IIISAO I TOTAL

••••·····•···-•••·••-·••···•IEG I I I
3.23 I.II 3.23

IIO.II I.II
3.33 I.II••••••••~0•••••••-6•••••••-6

POS 29 I 3O
93.33 3.23 96.77
96.67 3.33
96.67 IIO.IO•·•·—•••••--•-•-·-4•·•-•-·-•

TOTAL 3I I 3I
96.77 3.23 III.II

STATISTIC IP VALUE PIOI

CHI-SOUAIE I I.I3§ I.IS3
LIIELIHOOO IATIO CHI-SIUARE I I.I67 I.796
CONTIHUITV AIJ. CHI·SIUAIE I I.IIO I.IOO
IAHTEL•HAEHSZEL CHI•S|UAIE I I.IS3 I.I33
FISNEI'3 EXACT TEST (I-TAIL) I.96I

L2·TAIL) I.II•
PHI I.I33
COHTIHGEHCY COEFFICIEHT I.IS3
CIAHEI'S V I.I33

SAHPLE SIZE • 3I
lAIHIHO• T3! GF THE ¢ELLS HAVE EXPECTEI COUHTS LESS

THAH 3. CHI·3OUAIE HAT HOT IE A VALII TEST.
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respect to questions 1, 2, 3, 6, 12, 13, 15, 16, 17, 19, 20,

21, and 32 using the Nilcoxon rank sum test (Table 26).

Employing .05 significance level HO could not be rejected

with respect to any of the questions.

The p values for questions 15 (.0926) and 20 (.0892),

however, do indicate that some relationship exists. with

respect to question 15, it appears that the individual who

perceived a negative path also perceives that his superior

does not ask for his advice while those who perceived a

positive path generally felt that their supervisor asked for

their advice. Additionally, the individual who perceived a

negative path also indicated that the company does not set

high performance goals (Q 20) on the other hand the positive

group generally indicated that the company did set high

performance goals. Both of these responses would be

expected theoretically since the individual who perceives a

negative path is likely to also feel that he is not as

involved in the decision making process which affects the

goals or standards and in turn the performance report.

H5: Motivation of individuals who perceived a positive path

and those who perceived a negative path.

The positive and negative groups were compared with

respect to questions 29, 30, 31, 36, and 37 using the

wilcoxon rank sum test (Table 27). Employing .05
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significance level HO could not be rejected with respect to

any of the questions. .

H6: Job facet perceptions of those who perceived a positive

path and those who perceived a negative path.

The positive and negative groups were compared with

respect to questions 34, 35, and 38 — 52 using the wilcoxon

rank sum test (Table 28). Employing .05 significance level

HO could not be rejected with respect to any of the

questions.

H7: Perceived pay-performance linkage by those who perceive

a positive path and those who perceive a negative path.

The positive and negative groups were compared with

respect to questions 27 and 28 using the wilcoxon rank sum

test (Table 29). Employing .05 significance level H0 could

not be rejected with respect to either of the questions.

H8: Perceived performance (self-reported) of managers who

perceived a positive path and those who perceived a negative

path.

The positive and negative groups were compared with

respect to question 61 using the Wilcoxon rank: sum test
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TABLE TNENTY·NINE· HYPOTHESIS SEVEN, POOLED DATA COMPANY A

ANALYS1S runs •••u••Ls qu •„L•.~•S1u¢1• nv •••••1••„„ ..

IVEIAOE SCDIES IEIE USED FN TIES 'Ü NILCDION SCDIES (IANI SIIS)
Ü SUN OF EIPECTED STD DEV NEAN
Ü LEVEL N SCORES UNDER ND UNDER NO SCOREN NEG 1 21.50 19.59 9.73 21.50

POS 37 719.50 721.59 9.73 19.65

NILCOXON 2-SAMPLE TEST (NORMAL APPROXIMATIDND
(NITN CONUNUUY CONNECTION DF .5)
5* 21.59

l•
9.1561 IIOD >IlI•9.0775

T•TEST APPROI. 510N!F1CANCE•9.9703

IRUSIAL-NALLIS TEST (CN1·S9UAIE APPROXINATION)CN150• 9.06 DF* 1 PID! > CN!$O=D.1372
N
N

IIILYSIS FG IAIIADLE I2! C1lS51F1ED IY VARXADLE CDU!
X IVEIIOE SGDIES ÜE USED FM TIES

I1I.¢D!DN SCDRES (IANI 51lS)

SI! DF BPECTED STD DEV KAI
LEVEL I SCOIES NDH N9 IHDER N9 SCOIE
IEO 1 6.99 19.59 19.61 6.99
POS 57 755.99 721.59 19.61 19.66

NILCOXON 2•SADLE TEST (NOIMAL APPIOXINATIDN)
(NUN CONTIIIITY COIIECT10N OF .5)s• 6.99 2•·1.zz•7 non >IzI••.z2•1
T•TE5T APPIOX. 51U|1F1CANE•9.22D6

IIUSRAL-NALL15 TEST (CNT-SOUARE IPPIUXXIITXDN)
CN1SI* 1.62 DF• 1 PROD~> cN1S•=¤.2¤s•



224

(Table 30). Employing .05 significance level H0 could not be

rejected.

H9: The perceived performance of those managers who reported

a strong pay—performance linkage and those who reported a

weak pay—performance linkage.

First the respondents were grouped according to their pay-

performance linkage based on questions 27 and 28. Those

individuals whose responses totaled 7 or less were

classified as the strong pay-performance group (SPF), those

whose responses totaled 8 were dropped from this analysis,

and those whose responses totaled 9 or more were classified

as the weak pay—performance group (WPP). Next these groups

were compared with respect to questions 61 and 62 using the

wilcoxon rank sum test (Table 31). Employing .05

significance level H0 could not be rejected with respect to

either question. Question 61 (.0946), however, does

‘
indicate some relationship exists. A review of the

responses indicates that those individuals with the WPP

linkage tended to assign higher rankings (4’s &
5’s)

to

themselves. _

The results of H9, for plant two singularly, are presented

in Table 32 with essentially similiar results. A RCB design

was utilized with respect to questions 1-53 with managerial

levels serving as treatments and blocking on departments.
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TABLE THIRTY- HYPOTHESIS EIGHT, POOLED DATA COMPANY A

AIALYSTS EDI VAIIAILE D61 CLASSIFIED IT VAIIADLE DIDUP
IVEIADE SCDIES IEIE USED PDI T1ES

IXLCDXDI SCDIES (III! SUIS)

SUI DF EXPECTED STD DEV IEA!LEVEL I SCDIES U!DEI ID UIDEI ID SCDIE
IE6 1 S.!D 19.ID 9.75 S.!DPDS S6 7!D.D! 6!6.!D 9.75 19.66

IILCDXDI 2·SAIPLE TEST KIDIIAL APPIDXIIATIDI)(ITT! CDITIIULTY CDIIECTLDI DF .5)S•
S.!! l•-1.5!9) PID! >IZl¤D.1l2!

T•TEST APPIDX. S16IlFICAICE¤!.12!!
IIUSKAL·IALL1S TEST (CI!-SDUAIE APPRDXIIATXD!)¢I1SD• 2.69 DF• 1 PID! > C!1S0=D.)¤09
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TABLE THIRTY·ONE- HYPOTHESIS NINE, POOLED DATA COMPANY A

IIILYSIS POI VAI1AILt O!1 CLASS1P1tO IV VAIIAILE QOUP

IVtIAOt SCOltS |¢It \|StO POI 71tS

IILCOXOI SCOItS (III! S\IS)

SUP! OP t!P£C7tO STI) Dtv IEA)!
ltVtL I SCOItS IIIOEI NI IIIOEI IIO SCOIE

SPP 55 666.5O 700.II 19.7• 19.I0
IIP 0 11}.5O I|.IO 19.70 ZI.}!

IIILCOXOI Z·SlIPI.t TEST (IOIHAL APPIOXIIATIOI)
(IIITII COIITIIUHY COIIIECTIOI OP .5)S•

11}.59
l•

1.6717 PIOI >Ill•I.I90!

7•7tST MPIO!. S1OI1P1CAICt•!.1IZ!

lIUSIAI,•llIll1S 7tST ¢Cl|1•SOUAIt APPIOXIIATIOI)
O||1SO• Z.}!

IP•
1 PIOI > C)I1SO•O.I!97

IIILYSIS POI Vllilllt OIZOI ClASS1P1tI IY VAI1AILt ROI!
9

IUtIAOt SCOItS l¢It \IStI POI 71tS

BLCOXOI S¢OItS (Ill! SIIS)

NI OP t!PtCTtO S7! ItV III
I.tVtL I S¢OItS Wbt! II III)tI II N:OIt

SPP SS !77.|I 7II.II ZI.ZI 19.50
DP 0 1I}.II II.9I ZI.ZI Z5.75

IILCOXOI Z·SII!I.t 7tS7 (IOIIIAI. APPIOXXIIATXOI)
(IH')! COIYIIUITY COIItC‘|1OI OP .5)s• x•s.•• ¢• 1.1I95 man >|!|•|.Z61Z

7·I’tS7 MPIO!. S1OI1P1¢l|IIt•I.Z7!Z

IIUS!AL•IlI.L!S Tt}7 (C!|1•SIUAIt APPIOXIIAYXOI)
C||1SO• 1.Z9

IP• 1 PIOI > C)I1SO=!.Z567
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TABLE THIRTY·TWO• HYPOTHESIS NINE, COMPANY A PLANT TWO

ANALYSIS FDR VARIADLE 061 CLISSIFIED IT VARXAILE DRDUF

AVERADE SCDRES NERE USED FDR T1E5

IILCDXDN SCDRE5 (RANR SUMS1

SUM DF EXPECTED STD DEV MEAN
LEVEL I SCDRES UNDER N0 UNDER N0 SCDRE

SFF 22 270.00 275.00 0.50 12.27
NF! 2 50.00 25.00 0.50 15.00

NTLCDIDN 2•SAMFLE TEST (NDRMAL APPRD!1MAT10N)
(N1TN CDNTINUITY CDRRECTLDN DF .5)
5* 50.00 2* 0.5575 FRD0 >I2I*0.5011

T•TEST AFFRDX. 51DI1F1CANCE•0.5062

lRUSRAL·NALL1S TEST (CN1·SOUARE APFRDXIMATIDN)
CN1S0* 0.56 DF• 1 FRD0 > ¢NISO'0.5505

ANALYSI5 FDR VARXAILE 06200 CLASSIFIED 0Y VARXAILE DRDUF
AVERAGE SCDRE5 NERE USED FDR T1ES

NILCDXDN SCDRES (RANR SUMS)

SUI DF EXPECTED STD DEV MEAN
LEVEL I SCDRE5 UNDER N0 UNDER N0 SCDRE

SPP 22 264.50 275.00” 0.04 12.02
NY? 2 55.50 25.00 0.04 17.75

NILCDXDN 2·SAMFLE TEST (IDRMAL AFFRDXTMATIDN)
(IITN CDNTINUITY CDRRECTIDN DF .5)
5* 55.50 2* 1.1517 FRD0 >I2l'0.2577

T-TEST AFFRD!. S1DN1F1CANCE=0.2604

IRUSRAL·NALL1S TEST (CN!·SOUAR! AFFIDXXMATIDN)
CN1S0* 1.41 DF* 1 FRD0 > cN1S0•0.2567
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Although a significant difference exists across managerial

levels the analysis using Duncan’s Multiple Range Test

(Table 33) indicates that generally the reponses were

similiar with the most notable differences occurring between

the plant manager, and departmental managers and assistant

managers. Performance rankings (Q 62) were also analyzed

using a RCB design, again blocking on departments and using

managerial levels as treatments, which indicated that there

was a significant difference across managerial levels.

Further analysis between levels indicated that plant

managers were different from supervisors (.0143059), and

supervisors were different from departmental supervisors

(.0384542) and assistant supervisors (.0227278).

Additionally, Table 34 presents the responses of all

individuals to all questions. ,
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H1: Ferceptions of equitability of the performance report

with respect to its perceived use (high or low) for

performance evaluation purposes.

First the respondents were grouped on question 4 (all

questions came from Appendix E), responses 1-3 formed the

high use group and responses 5-7 formed the low use group.

Individuals who responded to the question by answering N

(neither) were eliminated from this part of the analysis.

These groups were then analyzed with respect to questions 26

(Q26A) and 33 (033A) using the Chi-Square test of

independence (Table 35). No respondents indicated disagree

or low use so no analysis could be done regarding Q26A and

Q33A.

H2: Perceptions of equitability with respect to positive and

negative path perceptions

First the respondents were grouped according to their

responses to questions 24 and 25, if the responses totaled 7

or less they were placed in the positive path group, S

discarded for this part of the analysis, and 9 or more

formed the negative path group. Next these groups’

responses to questions 26 and 33 were analyzed using the

Chi-Square test of independence (Table 36). Since none of

the respondents perceived the performance report to be
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TABLE THIRTY-FIVE· HYPOTHESIS ONE, COMPANY B PLANT ONE
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TABLE T|·IIRTY-SIX- HYPOTHESIS TNO, COMPANY B PLANT ONE
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inequitable (disagree) for 026, and none perceived a

negative path for 033 no statistical analysis could be

performed. Thus H0 could not be accepted or rejected.

H3: Perceptions regarding task role characterisitics by

those who perceived a positive path and those who perceived

a negative path.

The groupings formed for H2, positive and negative groups,

were analyzed using the wilcoxon rank sum test with respect

to questions 5, 7, 8, 9, 10, 11, 14, and 23 (Table 37).

Employing .05 significance level H0 could not be rejected

except for question 7 (.0194). The negative path individual

indicated he neither agreed nor disagreed that just doing

his job gave him chances to figure out how well he was

doing.

H4: Perceptions of supervisory style by those individuals

who perceived a positive path and those who perceived a

negative path.

The positive and negative groups were compared with

respect to questions 1, 2, 3, 6, 12, 13, 15, 16, 17, 19, 20,

21, and 32 using the wilcoxon rank sum test (Table 38).

Employing .05 significance level H0 could not be rejected

with respect to any of the questions.
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TABLE THIRTY—EIGHT- continued

NIRLYSIS FQ VDRIADLE 020 CLISSIFIED DY UARTADLE QDUP

AVERAOE SCORES NERE USED FOR TIES

NILCOXON SCDRES (RAI! SUMS)

SUN OF EXPECTED STD DEV NEAN
LEVEL I SCORES UNDER N0 UNDER N0 SCORE

POS 12 01.50 00.00 5.56 · .
NEO 1 0.50 7.00 5.56 0.50

NILCDXON 2•SAMPlE TEST LNORIAL APPROXIMATION)
INITN CONTINUITY CDRRECTTON OF .5)S• 0.50

l• 0.5000 PRO! >IlI•0.5520

T·TEST APPROX. S1ON1F1CANCE•0.565O

RRUSlAL•NALL!S TEST (CNT-SOUARE APPIDXIMATION)
CMlS0' 0.55 DF• 1 PRO! > CN1S0*0.0572

ANALYSIS FOR VARXADLE 021 CLASSIFIED DY VARIAILE ounur

AVERAOE SCORES NEIE USED FOR T1ES

NILCDXON SCORES (RANR SUISJ

SUN OF EXPECTED STD DEV IEAN
LEVEL N SCORES UNDER N0 UNDER N0 SCORE

POS 12 06.50 00.00 5.22 7.21
NEO 1 0.50 7.00 5.22 0.50

NTLCOXDN 2-SAIPLE TEST (NORMAL APPROXIMATXON)
(N1TN CONT1NU1TY CORRECTION OF .5)5• 0.50 l•·0.6206 0000 >IZI•0.5000

T·TEST APPROX. S1ON1F1CANCE•0.5060

RRUSKAl·NALLI5 TEST (CN1•50UAI( APPROXIMATION)
CN1S0• 0.60

DF• 1 PRO! > CN1S0•0.0570

DNALYS15 FOR VARTADLE 052 CLASSIFIED !Y VAR1A!LE OROUP

AVERAOE SCORES NERE USED FOR T1ES

NTLCOION SCORES LRANR SUIS)

SUN DF EXPECTED STD DEV IEAN
LEVEL I SOORES UNDER N0_ UNDER N0 SCORE

POS 12 05.00 00.00 5.55 6.02
NEO 1 0.00 7.00 5.55 0.00

NTLCOXON 2•SAIPLE TEST (NORMAL APPROXIMATION)
(N1TN CDNTXNUITY CORRECTTDN OF .5)
S¤ 0.00

l•
0.1016 PRO! >llI•0.0070

T-TEST APPRDX. S1ON1F1CANCE•0.!!07 ·
RRUSRAL·NALL1S TEST (CN1·50UARE APPROXTMATTON)(:••150•

0.00 !F• 1 PRO! > c••ISO•0.1710
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The p values for questions 2 (.0984) and 12 (.0984),

however, do indicate that some relationship exists. with

respect to question 2, the individual who perceived a

negative path also neither agreed nor disagreed with the

statement that he could speak frankly with his supervisor.

Additionally, the individual who perceived a negative path

also indicated that he only somewhat agreed that his

supervisor was flexible (G15).

H5: Motivation of individuals who perceived a positive path

and those who perceived a negative path.

The positive and negative groups were compared with

respect to questions 29, 30, 31, 36, and 37 using the

Nilcoxon rank sum test (Table 39). Employing- .05

significance level HO could not be rejected with respect to

any of the questions.

H6: Job facet perceptions of those who perceived a positive

path and those who perceived a negative path.

The positive and negative groups were compared with

respect to questions 34, 35, and 38 — 52 using the wilcoxon

rank sum test (Table 40). Employing .05 significance level

H0 could not be rejected with respect to any of the

questions.
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Question 40 (p .0559) does, however, seems to suggest that

the individual on the negative path ·perceives salary and

bonus to be less important than those on the positive path.

H7: Perceived pay-performance linkage by those who perceive

a postive path and those who perceive a negative path.

The positive and negative groups were compared with

respect to questions 27 and 28 using the wilcoxon rank sum

test (Table 41). Employing .05 significance level H0 could

not be rejected with respect to either of the questions.

H8: Perceived performance (self-reported) of managers who

perceived a positive path and those who perceived a negative

path.

The positive and negative groups were compared with

respect to question 61 using the wilcoxon rank sum test

(Table 42). Employing .05 significance level H0 could not be

rejected.

H9: The perceived performance of those managers who reported

a strong pay-performance linkage and those who reported a

weak pay-performance linkage.

First the respondents were grouped according to their pay-
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TABLE FORTY-ONE- HYPOTHESIS SEVEN, COMPANY B PLANT ONE

IIILYSIS FBI UIIIAILE B27 CLASSIFIEI IT VAIIAILE QDI!
IIEIABE SEDIES Ill! USED FBI TIES

HILCBXQ SCQES III! SQ) ·

SIM DF EXFECTEB TDIIVII n sc¤•¢s uuou ••• u:¤u°s: xls:}
'°$ I2 TI . •• |• , •• _
¤¢¤

IIILCBIDI2•SA)!I.E TEST IIHITII CBITIIIIITYCBIIECT?=:·DFS•IS.ID 2•
I.S2S4 FIDI >IlI•B.I272

T•TEST IFFIBI. SIBIIFTCAEE•|.ISSI
lIIISlAL·IlLLIS TEST I¢|II•SII|AIE AFPIDXIIUTTCl|lSI• 2.77 I•

I FIBI > C|IIS|•|.2uI

IIILTSTS FBI IAITABIE D2! CLISSTFTEB IY VAITABLE BIDUP
AVEIABE SCBIES IIEIE USED FDI TTES

IILCDXDI SCDIES IIAII SIMS)

SIM BF EXFECTEB STB BEI IEA!
LEVEL I SCDIES IMBEI III IMBEI III SCQE
FBS I2 79.DD D•.ID S.S9

V
LSI ·IEB I I2.BB 7.DI LSB I2.DD

IILCBXBU 2•SA!LE TEST IIBIIAL AFFIBXIIATIBI)
(IITI CBITIMIITT BBIIECTIDI BF .S)S•

I2.IB 2* I.2SS7 FIBI >IlI'B.2IDD
T•TEST AFFIDI. SIQIFIC.I£E••.2SS|

IIIISIAI.-IALLIS TEST ICIII·SDIlAIE APPIBHIIATTBII)
CIIISIF LI4 I• I FIBS > ¤|ISI•I.I6S6
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TABLE FORTY-TWO- HYPOTHESIS EIGHT, COMPANY B PLANT QNE

AIALYSIS POI VAIIAILE III CLASSIFIEI IV VAIIAILE !IOlIP

AVEIAIIE SCOIES BIE USE! POI TIES

IILCOXOI SCOIE9 (IAB Slß)

Sl! OP EIPECTEI STI OEV IEAI

LEVEL I SCOIES l!!EI IO UIOEI I! SGOIE

POS I2 I7.0I ILO! 9.99 7.29

IE! I •.IO 7.II 9.99
•.I•

IILCOXOI 2-SAIOLE YES! (IOIIAL APPIOXIIIATIOI)
(IIII COITIIUITV COIIECIIOI OF .9IS• •.•• 2•••.79I2 PIII >|2I•I.•92• _

‘I•I'E$V APPIOI. SI!IIPIl:ABE•I.|67!

IIllSlAL••lILLI$ YE97 (CllI•9!lIAIE APPIOXIIATIOII
¢||ISI• !.II

IP•
I PIOI > CI•ISI¤O.967•
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performance linkage based on questions 27 and 28. Those

individuals whose responses totaled 7 or less were

classified as the strong pay-performance group (SPP), those

whose responses totaled 8 were dropped from this analysis,

and those whose responses totaled 9 or more were classified

as the weak pay—performance group (WRF). Next these groups

were compared with respect to questions 61 and 62 using the

Nilcoxon rank sum test (Table 43). Employing .05

significance level H0 could not be rejected with respect to

either question.

A RCB design was used to anlayze responses to questions

1-53 with managerial levels serving as treatments and

blocking on departments. Although significant differences

exist across managerial levels, Duncan’s Multiple Range Test

indicates that the managers’ responses are similiar except

that the plant manager’s responses are different from the

departmental managers (Table 44). The performance rankings

(Q 62) were also analyzed using a RCB design, with

managerial levels serving as treatments and blocking on

departments, which indicated significant differences

(.0338949) between the rankings assigned by the plant

manager and division managers. Additionally, the responses

to all questions are contained in Table 45.
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TABLE FORTY-THREE· HYPOTHESIS NINE, COMPANY B PLANT ONE

IIALYSIS PM VAIIAILE III CLASSIFIEI IY VAIXIIIE OIOIIP

AYEIAOE SCOIES CIE IISEI POI TIES

IILCOIOI SGOIES (II! SIMS)

SIM OP EXPECTEI STI IE E
LEVEI I SCOIES IMOEI III IMOEIII:SPP

O 52.II •|.l•
•.•S

.
MP S l•.OO )I.OO

IJ!I!LCO!OI2·SAIOLE TEST IIOIML APPIOXIMTIOI)
IIITII COITIIIIITY COIIECTIOI OF .5)
S- I•.•• Z•·•.1•••

not
>IZI••.•z••

T•TEST MPIO!. S!OIIP!¢A£E•I.•47I

IIIISIAL•III.I.!S TEST (CIPSIIMIE MPIOXIHATIOI)
¤|ISI• I.Il I• l PIOI > CII!SO•I.5667

AIILYSIS POI VAIIAIIE OOZOI CLISSIPIEO IY VAIXAILE UOUP
AVEIAOE SCOIES IIEIE IISEO POI TIES

IILCOIOI SOOIES IIAII SIMS)

SIM OP E!PECTEI STI IEV MAI
LEVEL I SCOIES IMOEI III IMOEI III SCOIE

SPP I |O.II •O.II (Al 6.II
MP I \0.0I lI.OO IAO 6.IO

III„CO!ü 2·SA|OI.E TEST IIOIIAI, APPIOHIATIOI)
IIITII COITIIIIITY COIIECTIOI OP .5)S• lI.II

l• I.ll2S PIOI >IlI'O.!1I4

T•TEST MPIO!. SXGIPICIIENJIZS
IIUS!AI.•IIAI.I.iS TEST ICIIPSIUAIE APPIOHIIAYXOI)
¢|lISI•

•.I•
IP• l PIII > CII!SO•).III•
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H1: Perceptions of equitability of the performance report

with respect to its perceived use (high or low) for

performance evaluation purposes.

First the respondents were grouped on question 4 (all

questions came from Appendix E ), responses 1-3 formed the

high use group and responses 5-7 formed the low use group.

Individuals who responded to the question by answering N

(neither) were eliminated from this part of the analysis.

These groups were then analyzed with respect to questions 26

(Q26A) and 33 (Q33A) using the Chi-Square test of

independence (Table 46). Since no disagree existed with

respect to Q26A no statistical analysis could be performed.

Due to the small size in three cells with respect to 033A H0

could not be accepted or rejected. _

H2: Perceptions of equitability with respect to positive and

negative path perceptions

First the respondents were grouped according to their

responses to questions 24 and 25, if the responses totaled 7

or less they were placed in the positive path group, S

discarded for this part of the analysis, and 9 or more

formed the negative path group. Next these groups’

responses to questions 26 and 33 were analyzed using the

Chi—Square test of independence (Table 47). Since none of
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TABLE FORTY-SIX- HYPOTHESIS ONE, COMPANY B PLANT TWO

TAILE OF OOUP IT 626A

OIOUP 626Arnuutucvl A
PERCEUT
ION PCT .
COL PCT AGIEE I TOTAL

•••••••••Q••••••••

U16 13 13
92.66 92.66

166.66
92.66•••••••••Q••••••;•Q

‘ Ila.
I

7.16
I

7.16
166.66

7.16 ·
„ -.•-•..•••••„••••-•

TOTAL 16 16
166.66 166.66

TAILE OE OIOUP IT 633A

OEOUP 633AFIEOUEICTI
PEICEIT
ION PCT
COL PCT AGIEE IIISAO I TOTAL•••••••••0•••-•••••••••••••§

H10 12 1 13 ~
63.71 7.16 92.66
92.31 7.69

166.66 36.66
····•-·—•••··•-·•·•-···•·•·•LOI 6 1 1

6.66 7.16 7.16
6.66 166.66
6.66 36.66•••—••••-•••-••-••+•••••••-6

TOTAL 12 2 16
63.71 16.29 166.66

STATTSTICS FOI TAILE OF OIOUP IY 63SA

STATTSTTC IF VALUE PIO6

CNT•S6UA6E 1 6.662 6.611
L1lEL1HOOO EATTO CU1·S6UAlE 1 6.632 6.633
COITTIUITY AOJ. CN1·S6UAlE 1 1.122 6.296
IAITEL•NAEISZEL Ch!·S6UAlE 1

‘ 6.666 6.616
F1SIEl'S EXACT TEST (1·TA1L) 6.163

(2·TA1L)
‘ 6.163

FIT 6.679
COITTIOEICY COEFFTCXEIT 6.362
ClAIEl'S V 6.679

SAIPLE 312E
•

16
lAlIII¤• 7Sl OF TM! CELLS HAVE EXPECTEO COUITS LESS

TIAI 3. CI1·S6UAlE NAT IOT IE A VALTI TEST.
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the respondents perceived the performance report to

represent a negative path no statistical analysis could be

performed. Thus H0 could not be accepted or rejected.

Since no negative path individuals existed no analysis

could be performed with respect to hypothesis 3-8 therefore

the data from all Company B plants was pooled and the

following hypotheses are analyzed with respect to the pooled

data. H1 and H2 with respect to the pooled data were as

usual, either no analysis could be performed due to missing

quadrants or small numbers existed in three cells and H8

could not be accepted or rejected (Tables 48 and 49).

H3: Perceptions regarding task role characterisitics by

those who perceived a positive path and those who perceived

a negative path. A

The groupings formed for H2, positive and negative groups,

were analyzed using the wilcoxon rank sum test with respect

to questions 5, 7, 8, 9, 10, 11, 14, and 23 (Table 50).

Employing .05 significance level H0 could not be rejected.

H4: Perceptions of supervisory style by those individuals

who perceived a positive path and those who perceived a

negative path.

The positive and negative groups were compared with
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TABLE FORTY-SEVEN- MYPOTHESIS TWO, COMPANY B PLANT TWO

TAIL! OP OROUP OT I2&A

OROUP 02AA 'PREOUEHCTI
PERCEIT
ROH PCT

.S2§-!EI-,£E!EE---1 '°"‘NS
I

x•
I

x•
lO0.0| 1IO.||
10|.I|
100.|O•••··•••••••••·•··•

TOTAL 10 10
100.00 100.00

TAIL! OP OROUP OT ISSA
ROUP RSSA

FREOUEICYPERCEIT
IROM POT

OOL P¢T A6R¢! IOISAO I TOTAL•·••·••··••·•—-•·••——···—·••vos
I

12
I

2
I

10
O$.71 10.29 1IO.|O
IS.7l 10.29

100.|O 1OI.OO·••·••••••·•••·~•••••·••·-·•
TOTAL 12 2 10

OS.71 10.29 100.00
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E
TABLE FORTY-EIGHT· HYPOTHESIS ONE, POOLED DATA COMPANY B

TIILI If G01! I! 9299

G01! 9299PINIIIEYI _
PEICIIT
90l PC!

-E!&-!EI-,£2‘EEE---1 '°'“P93 23 23

I
199.99

I
199.99

199.99
199.99

••··•·••••••····-·•!979I. 23 23
199.99 199.99

7991I 0!’ G01! 9Y 9339
nG01! 9339 _FICIUIUCYI

P¢9C!I•!90••
PC!

.E!&-!EI-,£E!EE---1!£§fE.--1
'°’^‘

P03
I

19
I

9
I

23
92.91 17.39 199.99
92.91 17.39

199.99 199.99·•••·••··•····•—~·•··—·•···• ‘·
!9!91 19 9 23

92.91 17.39 199.99
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TABLE FORTY·NI NE- HYPOTHES IS TWO , POOLED DATA COMPANY B

TAOLE OF ÜOIIP OT O26A

GOLD I26A

FIEOUEKT ·PEICEIT
IO! PCT
COL PET AÜEE I TOTAL•••-••.•.••..•.„•• _ .

MIO EI ZI
OS . O3 OS . 63

IOO . OO
O3 . OS••••••••••••••••••Q •

LG I I
O . S3 O . SS

IOO . OO
O . S3

TOTAL 22 22
IOO . OO IOO . OO

TAOLE OF OIOUP OT O33A

SDI! OSSA

FOEOUEKY
PEACEIT

. Iü PCT .
COL PET ANEE IOISAO I TOTAL•••••••••Q•••••••••••••••••Q

III IO 2 ZI
O6 . 36 O . OO OS . OS
OO . OO O . 32

IOO . OO 66 . 67•••••-.•.•-------.••.......•

LG O I I
O . OO O . 33 O . 33
O . OO IOO . OO
O . OO 33 . 33•¢•••¢••••••••••••Q••••••••Q

TOTAL IO 3 22
O6.36 I3.6O IO0.00

STATISTIOS FM TAOLE OF ÜOUP OT OSSA

STATISTTC Y OALOE PIOI

¢l|I•SOUAIE I 6.633 0.0IO
LIKE!. IIOOOO IATIO CIIPSOUAOE I O.3I7 0.03O
COMTIUIUITY AOJ. C||I·3OUAOE I „ 1.176 O.27O
IAIIIEL ·||AElSZEL CHI-SOUAOE I 6.333 0.0I2
YISIIEl°S EXACT TEST (I•TAILI O.I36

(2-TAI L I O . I 36
PIII O . SOO
COOTINECT COEFFIEIEIT O.6OI

_ CIAREI ° 3 O O . 34O

SAP}, E SIZE
•

22
ßI|IIB• TS! OF TIE CELLS MOE EXPECTEO COIITS LES3

TIIAI S. CII•SO\|AIE IAT IOT OE A OAL IO TEST .
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respect to questions 1, 2, 3, 6, 12, 13, 15, 16, 17, 19, 20,

21, and 32 using the Nilcoxon rank sum test (Table 51).

Employing .05 significance level H0 could not be rejected

with respect to any of the questions.

The p values for questions 2 (.0966) and 17 (.0731),

however, do indicate that some relationship exists. with

respect to question 2, it appears that the individual who

perceived a negative path also neither agreed nor disagreed

that he could speak frankly with his supervisor.

Additionally, the individual who perceived a negative path

also indicated that he only agreed somewhat that his

supervisor emphasized the quality of his work (Q 17) on the

other hand the positive group generally agreed that the

quality of work was a concern of their supervisor.

H5: Motivation o¥ individuals who perceived a positive path

and those who perceived a negative path.

The positive and negative groups were compared with

respect to questions 29, 30, 31, 36, and 37 using the

Wilcoxon rank sum test (Table 52). Employing .05

significance level H0 could not be rejected with respect to

any of the questions.

H6: Job facet perceptions of those who perceived a positive

path and those who perceived a negative path.
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TABLE FIFTY-ONE- continued

AIAIYSIS FU IAIIAIII 626 CIASSIFIII IV VAIIAIII QIIIP

AIIIAOI SCIIIS RI! USII PII TIIS

IIIIIIII SCIIIIS KIAII SIMS)

III W IXPICTII STI KV RAI
IIVII I SCIIIS UIIII I6 IMIII I6 SCIIII
I', 26 662.36 666.36 7.67 3.
III I 22.36 13.36

7.67IIICOXOI2·SA9|.I TIST (IQIIIAL APP!
IIITI CUITIIIIITY COIIICTIIII IP .3)

oxnunon
6•

22.36
z• 6.6673 PIII

>IlI••.$••1

7•?I3? APPI6!. 31W1F1CA£I•6.6636

IIUSIAI.-IIAIIIS TIS7 (CII·36UAII APPIOXIIATIOI)
CIIS6* 6.63

Y•
I PI06 > CI1S6•6.3616

AIALYSIS PII VAIIAILI 621 CLASSIFIII IY VAIIAILI OIWP

AVIIAOI SCIIIIS IIIII USII FO! TIIS

IIICIIOI SCBIIS (IAII SWS)

SIM IF IXPICTII STI III IIAI
IIVII I SCIIIIS UIIII I6 IIIDII I6 SCUII

P63 26 636.66 666.36 7.71 13.76

III I 7.66 13.36 7.71 7.66

. IIICIIIOI 2·SAPI.I TIS? CIOIIAL APP!6!1IA?16I)
IIITI CIITIIIIITY COIIICTIIII IF .3)
S• 7.66 1••1.6376 PIII >Il|•6.2••7

T•TIST APPI6!. S16I!F1CAICI•6.3663

I6I)SIAI.•|l|.|.13 ?I3T (¢I1•S6I|AII APP66!1IA?16I)
CI1S6* 1.21

I• I PII)! > CI1S6•6.2766

AIAITSIS FM VAIIAILI 632 ¢1A331F1I6 IT VAIXAIII G60!

AVIIAGI SIMIS IIIII USII VIII ?1I3

IILCIIXOI SCIIIIS IIAIII SIMS)

SIM IP IXPICTII STI IIV RAI
IIIII I SGIIIS IIIIII I6 IMDII I6 SCGII

P63 26 666.66 666.36 7.62 13.63
R6 I 17.66 13.36 7.62 17.66

IIICIIXII 2•SADII‘TIST CIOIIAI. APPIOXIIATIIII)
(IITI COITIIUITY CIIIIECTIUI IF .3)
3* 17.66 1* 6.1366 P666 >IlI*6.6627

?•?I3? APPIII. 3IW1FI¢A$I•6.6637

llI)SlAI.—•I6IL1S TIS? (C.I!•S6UAlI APPIIIITIATIGI)
CI|IS6• 6.66 6P* 1 PIIII > C••1S6•6.6367
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The positive and negative groups were compared with

respect to questions 34, 35, and 38-52 using the wilcoxon

rank sum_ test (Table 53). Employing .05 significance level

H0 could not be rejected with respect to any of the

questions.

Questions 34 (p. 0725), 40 (p. .0616), 49 (.0631), and Q

51 (.0530) do, however, indicate that some relationship

exists. The individual on the negative path indicated that

he neither agreed nor diagreed that his salary and bonus

depend on how well he performs (Q34), and that his salary

and bonus were important (Q40) rather than very important to

him. This individual also indicated that the quality of his

job performance (Q49) and his work group’s performance (Q51)

is only somewhat important to determining his salary and

bonus. _

H7: Perceived pay-performance linkage by those who perceive

a positive path and those who perceive a negative path.

The positive and negative groups were compared with

respect to questions 27 and 28 using the wilcoxon rank sum

test (Table 54). Employing .05 significance level HO could

not be rejected with respect to either of the questions.

Questions 27 (p. .0603) and 28 (p. .0813) do, however,

indicate that there is some difference in perceived pay-
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performance linkage between positive and negative path

individuals. The negative path individual indicated that he

strongly disagreed that if he did better on his variances

his salary and bonus would increase (027), and he disagreed

that he could use his variances to improve performance and

increase his salary and bonus (028).

H8: Perceived performance (self-reported) of managers who

perceived a positive path and those who perceived a negative

path.

The positive and negative groups were compared with

respect to question 61 using the wilcoxon rank sum test

(Table 55). Employing .05 significance level H0 could not be

rejected. 4

H9: The perceived performance of those managers who reported

a strong pay-performance linkage and those who reported a

weak pay-performance linkage.

First the respondents were grouped according to their pay-

performance linkage based on questions 27 and 28. Those

individuals whose responses totaled 7 or less were

classified as the strong pay-performance group (SPP), those

whose responses totaled 8 were dropped from this analysis,
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TABLE FIFTY·FOUR· HYPOTHESIS SEVEN, POOLED DATA COMPANY B

. IIILTSLS POI VIILIILI 027 CLISSLFLED DY VIILIILI ROW _
IVEIIOI SCOIES IIEII USED POI TLES

ILLCOXOI SCDIIS (IIR SIIIS)

SLI OE EIPECTED STD DEV IEAI
LIVEL I SCOIES LIIDEI H0 UIDEI H0 ° SCOIE

POS 20 035.00 000.50 7.05 L5.00
IEO L 50.00 L5.50 7.05 S0.00

ILLCOIOI 2•SAI!LE TEST (IOIIAL APPIOXLIITIOI)
CIILTII COITLIIUITY CDIIECTLOI OF .5)S• I0.•• l•

L.0700 PIOI
>IlI••.•••S

T·TEST MPIO!. SLGIFlCAICE•0.0700

IIUSIlL·IIALLIS TEST (C)|L·SOUAIE APPIOXIIATIOI)C••iS0•
3.70 0f• L PIOD > cußl-0.0511

IIILYSLS EDI VAILAILE 020 CLISSIFLED 01 VAILAILE MOUP

IVEIAOE SCOIES IIEIE USED FOI TLES

ILLCDIOI SCOIES (III! SWS)

SLI OF EXPECTED STD DEV IEA!
LEVEL I SCOIES UIDEI N0 UIDEI N0 SEOIE

PDS 20 050.00 000.50 7.00 L5.0S
IEO L 29.00 L5.50 7.00 29.00

ILLCOIOI 2·SA!LE TEST IIOIIAL APPIOXLIITLOI)
(HIT! CDIYXIUITY CDIIECTTDH OF .5)S•

20.00
2•

L.7052 PIO0 >|l|•0.00l5

T·TEST APPIOI. SLNLFL¢I¢E•0.00L9

IlUSIlL•\IlLLLS TEST (C)|l·SOI.llIE APPIOXIIATTDI)
C)|lS0• 5.20

DF•
L PI00 > C)ILSI•0.070S
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TABLE FIT-’TY·FIVE· HYPOTHESIS EIGHT, POOLED DATA COMPANY B

IIIAITSIS FBI VAIIAILE B6) CLASSIFIEB IT VAIIAILE BIBUP

IVEIABE SCBIES IEIE USEB FBI TIES

IILCBXBI SCBIES (IAII SIMS)

SIM BF EXFECTEB STB BEV IEA!
LEVEI. I SCBIES IIIIBEI Il IIIIBEI HI SCBIE

FBS ZB •2I.BI •2|.B• 1.57 l5.2B
IEB I 7.BI I5.BB 1.57 1.IB

IIICBXBI 2·SAlOIE TEST (IBIIIAL AFPIBXIIIATIBIJ
IIITII CBIITIIIIITY CBIIECTIBI BF .5)S• 1.I•

l•••.9••)
PIBB >|lI•|.522)

T-TEST APPIB!. SlBIIF!CAICE•B.SSB•

III)SIAl—II|.l!S TEST IC)•i•SBI)tIE IPPIBXXMTIBI)
”

CI|ISl• I.I2
BF•

I PIBI > C)•!SB•|.29••
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and those whose responses totaled 9 or more were classified

as the weak pay—performance group (WRF). Next these groups

were compared with respect to questions 61 and 62 using the

Wilcoxon rank sum test (Table 56).n Employing .05

significance level H0 could not be rejected with respect to

either question.

A RCB design was run on questions 1-53 with mangerial

levels serving as treatments and blocking on departments the

data was then analyzed with Duncan’s Multiple Range Test

(Table 57). Although the groups were significantly

different across managerial levels the plant manager was

most different from the departmental managers. The

performance Rankings (Q62) were analyzed with the RCB

design, with managerial levels serving as treatments and

blocking on departments which indicated that the rankings

were significantly different (.00300726) across managerial

levels. Further analysis indicated that plant managers were

different from division managers (.00197187) and from

departmental managers (.0109033). Additionally, table 58

shows all the respondents and their answers to every

question.
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TABLE FIFTY·SIX· HYPOTHESIS NINE, POOLED DATA COMPANY B

IIILYSIS POI VAIIAIII I6! CIISSIPIID SY VAIIIIII OIOUP

IVIIAOI SCDIIS IIII IISID POI HIS

IIICOXOI SCDIIS IIAII SWS)

SW DP IIPICYID SYD DIV IIIIIVIL I SCDIIS UIIDII II UIDEI IO SCDI:
SPP Z6 ••z.s• s••.••

12.62 1s.••WP S sz.s• •s.••
12.62 1•.•s

IIICOXOI 2·SI!II YIS7 (IDIMI, APPIOXIIIYIOII
(IITI CDITIIUITY COIIICYIDI DP .5)S•

S2.5•
l•••.•$I•

PIOD
>|z|••.$•I6

7-7IST APPIOI. SIOIIPICAICI••.S••7

IIUSlIL—l|AII.!S TIS! (CIPSOUII! APPIDXIIAYIDI)
CIISO• •.•• DP•

I no! > c••IS•••.szI•

IIIIYSIS POI VIIIAIII O|2OD CIISSIPIID SY VAIIAIII OIOUP
AVIIAOI SCOIIS III! USID POI TIIS

IILCOIOI S¢DIIS IIAII SIMS)

SW OP IXPICTID STD DIV IIAI
LIVII I SCOIIS UIDII IO DIDEI II SCDII

SPP 27 IILSO •ID.5| IS.S9 IS.•S
IIP S II.5O •|.SO IS.5| I6.I7

IIICDXOI 2·SAPII TIS? (IDIIIII. APPIDXIIATIOI)
IIIITI CDIIIIIIITY COIIICYIOI OP .5)S• •S.5O

l• O.IIO• PIOI >IlI•O.Sl2I
Y•‘|IS‘|

IPPIOX. SIOIIPICAKINJIZO

IIUSIII-IIIIIS IIS? ICIPSOUAII APPIDXIIAYIDI)
CIIISO• I.l2

IP•
I PIDI > C)•ISO•O.S|S|
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