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were asked to rank order the three most important criteria in
their evaluation. On the basis of these rankings, the cost
center heads were divided into three groups.

The first category of cost center heads was identified
as being under a Nonaccounting style of evaluation. Hopwood's
analysis concluded that the individuals in this group felt
that accounting reports did not play an important role in the
evaluation of their performance. However, even when account-
ing data are important for performance appraisal, the infor-
mation can be used in more than one way. In Hopwood's study,
two different ways of using accounting data in performance
evaluation were distinguished. The first was called a Budget
Constrained evaluation, and the second, a Profit Conscious
evaluation.

A Budget Constrained evaluation is one based upon the
ability of the individual in charge of a cost center to meet
his budget. Under this type of evaluation, a cost center
head receives an unfavorable evaluation if his actual costs
exceed the budgeted costs, regardless of other considerations.
On the other hand, a Profit Conscious evaluation is based
upon the cost center head's ability to minimize the long-run
co%ts of his cost center. A Profit Conscious evaluation is
no% represented by a rigid use of the accounting data.
Rather, the information is used with care and discretion, and
where necessary, supplemented with information from other

sources.
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Accounting systems do not provide information on all
the dimensions relevant for the performance evaluation of
supervisors., This limitation is due to a number of factors.
First, accountants have been unable to develop perfect stand-
ards for all the relevant aspects of performance. For
instance, the maintenance of equipment, the development of
human resourées, and research and development are all impor-
tant aspects of a manager's job which are in some cases
omitted from accounting performance reports and in other
cases are judged against inadequate standards.

Accountants also have problems reflecting complex rela-
tionships of interdependent activities in their performance
reports. For example, a manager may'produce an inferior
product by using less than the standard amount of labor ana
materials in its production. This will show up as a favor-
able budget variance even though the inferior product may
result in the loss of future sales. The results of the lost
sales will eventually show up in the overall accounting re-
ports of the organization, but will not be reflected in the
reports of the manager responsible for the inferior work
" which caused the lost sales.

Another reason why all relevant aspects of managerial
performance are not included in the accounting reports is
because of the short-term perspective of the performance re-
ports. The evaluation of managerial performance should be

more concerned with long-term considerations. The decision
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to postpone or cancel expenditures may make short-term re-
ports look more favorable, although the final costs may be
higher than the cost at the time of postponement. Another
problem is that the control aspect of budgeting is often
overstressed and résults in there being no opportunity for
the exercise of personal initiative. Budgets are sometimes
viewed as a kind of straight jacket, where individuals will
not be able to deviate from the budget even when circumstances
indicate that this would be in the long-term interest of thé
company.

Accounting data, therefore, represents an incomplete
source of information for performance appraisal. Not only
are all the important dimensions of performance not repre-—
sented in the short-term reports, but also a manager may not
have control over all the costs reported for his area of
responsibility. On the other hand, he may have control over
costs which are reported for other managers. 1In addition,
the standards against which actual costs are compared may be
subject to error, thus making the budget variances an in-
accurate reflection of the manager's performance.

If the accounting reports are used with care rather than
in a rigid and unflexible manner, then these problems are of
less importance. While the isolation of data relevant to
performance evaluation may be difficult, at least the person
making the evaluation will be aware of the problem. Perhaps

of greater importance is that he will know that the achievement
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of his own long-term objectives is not necessarily consis-
tent with a set of favorable short-term budget yariances.

The current research project seeks to identify different
ways in which accounting and non-accounting related informa-
tion is used in performance evaluation in actual business
settings. In order to do this, the research questionnaire
includes a list of twenty-six statements which represent
potentially important factors in the evaluation of super-
visors. Some of the items comprising the list were selected
from relevant performance evaluation literature that suggest
important criteria for supervisory evaluation. Other items
on the list were derived from a description of various per-
formance evaluation styles identified in research conducted
by A. G. Hopwood.2 The supervisors in the research sample
were asked to indicate (on a Likert-type scale) the extent to
which they agreed with each of the statements. The responses
to these statements will be used as a means to group the
supervisors on the basis of their perceptions of how they

are evaluated in their current job.

Budget~related Behavior

Budget-related behavior is concerned with the actions
of employees resulting from a company's use of budgets for

planning and control purposes. This behavior may include

2HOpwopd, op. cit.
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active participation in budget preparation, using budgets for
daily activities and planning, involvement in explaining and
correcting budget variances, or perhaps behavior which is
unconcerned with the use of budgets. These possibilities are
investigated to determine if significant differences exist
between groups of supervisors whose performances are judged
under different styles of performance evaluation.

To do this, the supervisors in the sample were provided
with a list of twenty-three budget-related behaviors and
activities. The supervisors were asked to indicate (on a
Likert-type scale) how frequently the described events occur
in their job situation. The items comprising the list of
budget-related behaviors were selected from a questionnaire
developed by J. P. Fertakis for use in his doctoral disser-
tation.3 The questionnaire designed by Fertakis consisted of
a list of supervisory activities, events, and interrelation-
ships which occur on a regular basis and which a supervisor
could relate to the system of budgetary controls used in his
department. The purpose of Fertakis's research was to deter-
mine if a significant relationship existed between the amount
of budget pressure experienced by a supervisor and the type
of leadership behavior he engaged in. To obtain a measure

of budget-induced pressure, the descriptive statements

3J. P. Fertakis, "Budget-Induced Pressure and Its Re=-
lationship to Supervisory Behavior in Selected Organizations"
unpublished Ph.D. dissertation, University of Washington,
(1967).
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comprising the questionnaire were scored on the basis of
whether high or low frequency of occurrence represented high
or low budget-induced pressure. The results of the research
indicated, for the sample of thirty=-one supervisors, that
there was a high positive correlation between the measures
of budget pressure and of Initiating Structure and Considera-
tion leadership behavior.

Measurement of supervisors' budget-related behavior in
this research study required that some modifications be made
in the scoring of the items selected for use from the Fertakis
questionnaire. The current research is designed, in part, to
observe the relationship between budget—related behavior and
styles of performance evaluation. Therefore, the selected
items were scored on the basis of frequency of occurrence
only, and no attempt was made to translate the responses into
high or low budget-induced pressure.

The items selected from the Fertakis "Budget Pressure
Questionnaire" represented specific behaviors that the super-
visors might engage in as the result of the firm's use of a
budget. To identify major patterns of budget-related behavior
for the supervisors in this research sample, the responses

were factor analyzed.4

4ractor analysis is a multivariate statistical method
that can be used to reduce a large set of variables to a
smaller set of variables. For a more detailed discussion of
factor analysis, see Chapter 3.
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In related research, Swieringa and Moncur utilized,
with some modifications, Fertakis's questionnaire to measure
the budget-related behavior of twenty-six branch managers of
a large international bank. 2 Sixty-five items from the
Fertakis questionnaire were factor analyzed. The result of
the factor analysis was that four factors were extracted
which accounted for forty-four percent of the common variance
of the items used. The factors were identified as "active
partiéipant behavior", "involved exponent behavior", "reluc-
tant victim behavior", and "unconcerned recipient behavior".®
The results of the study indicated that branch managers who
exhibited active participant behavior had longer tenure and
greater confidence in their organization than managers who
exhibited the other three types of behavior. Also, they
spent more time with subordinates and other managers but less
time with customers, and appeared to experience greater job-
related tension than managers who exhibited involved exponent,

reluctant victim, or unconcerned recipient behavior.

Leadership Style

Research in the area of leadership has resulted in the

isolation of two major dimensions of leadership which have

SRr. J. Swieringa and R. H. Moncur, "The Relationship
Between Managers' Budget-Oriented Behavior and Selected At-

titude, Position, Size, and Performance Measures," Empirical
Research in Accounting: Selected Studies, 1972, pp. 553-259.

6ror a complete description of these factors, see
Swieringa and Moncur, pp. 194-209.
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been termed "Consideration" and "Initiating Structure."
These basic dimensions of leadership behavior were identified
as a result of the Ohio State Leadership Studies, and the
leader behavior scales derived from these studies have been
utilized by literally hundreds of researchers during the last
twenty-£five years.

To a large extent, leadership is situational in that
what is effective leadership in one situation may be inef-
fective in a different situation. Effective leadership
requires that the relationships between the leader, his sub-
ordinates, and the organization be properly taken into ac-
count. This helps to explain the reason for some of the
complexities and inconsistencies that have been reported in
- research concerned with identifying the most effective type
of leadership. The following discussion will highlight some
of the major research findings concerning leadership behavior.

A number of researchers have found the leadership style
that combines both high Consideration and high Initiating
Structure to be related to maximum satisfaction and perform-

ance.’ However, arguments for a high-high style of leadership

7A. W. Halpin, Manual for the Leader Behavior Description
Questionnaire (Columbus: Bureau of “Business Research, Ohio
State University, 1957); E. A. Fleishman and J. Simmons, "Re-
lationship Between Leadership Patterns and Effectiveness
Ratings Among Israeli Foreman," Personnel Psychology, 23:
169-172, Summer, 1970; G. Yukl, "Toward a Behaviora Theory
of Leadership," Organizational Behav1or and Human Performance,
6:414-440, September, T971 .




22
often fail to consider several important factors. One factor
is that Consideration and Structure often fail to be inde-
pendent, and may in fact be negatively correlated.8 These
findings may be the result of the environment being studied,
or result from the inability of the respondents to perceive
their leader as simultaneously exhibiting high Consideration
and high Structure.

A second factor to consider is that while high scores
on both dimensions may generally correlate positively to
morale, satisfaction, and performance, some dysfunctional
consequences often are reported to accompany such scores as
well. For‘example, Structure has been found to vary nega-
tively with subordinate satisfaction, grievances, aqd turn-
over,9 and Consideration sometimes correlates negatively with

proficiency ratings by higher management.lo

8a. Lowin, W. J. Hrapchak, and M. J. Kavanagh, "Consid-
eration and Initiating Structure: An Experimental Investiga-
tion of Leadership Traits," Administrative Science Quarterly,
14:238-253, June, 1969; P. Weissenberg and M. J. Kavanagh,
"The Independence of Initiating Structure and Consideration:
A Review of the Evidence," Personnel Psychology, 25:119-130,
Spring, 1972.

9. A. Fleishman and E. F. Harris, "Patterns of Leader~
ship Behavior Related to Employee Greivances and Turnover,"
Personnel Psychology, 15:43-56, Spring, 1962.

10G. Graen, F. Dansereau, and T, Minimi, "An Empirical
Test of the Man-in-the-Middle Hypothesis Among Executives in
a Hierarchical Organization Employing a Unit-Set Analysis,"
Organizational Behavior and Human Performance, 8:262-285,
April, 1972.
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A third factor that should be pointed out is that a
leadership style exhibiting both high Consideration and high
Structure is not always the most effective one. Hunt and
Liebscherll found that preferences for and attitudes toward
the two leadership dimensions vary considerably as a function
of both the individual and the situation.

As these factors illustrate, to argue that an effective
" leadership style consists solely of a combination of high
Consideration and high Initiating étructure is an oversim-
plification. Research has revealed that a number of vari-
ables exert a significant influence between the leadership
styles of Consideration and Initiating Structure and various
satisfaction and performance criteria. Some of these vari-
ables include: a) job-related pressure, b) job-related
satisfaction, c¢) subordinate need for information, and 4)
job level.

Job-related pressure can take the form of time urgency
or task demands. One research study found that correlations
between proficiency ratings and Structure were significantly
positive only in those instances when there was a high degree

12

of time pressure. In addition, Fleishman, Harris, and

115, . Hunt and V. K. C. Liebscher, "Leadership Pre-
ference, Leadership Behavior, and Employee Satisfaction,"
" Organizational BRBehavior and Human Performance, 9:59-77,
February, 1973.

125, a. Dawson, L. A, Messe, and J. L. Phillips, "Ef-
fects of Instructor-leader Behavior on Student Performance,"
" Journal gg_Applied'Psychology, 56:369-376, October, 1972.




_ 24
and Burttl3 found that leaders of departments subject to ex-
tensive time demands were rated more proficient when they
exhibited high-Structure low-Consideration behavior. On the
other hand, higher performance ratings were associated with
more considerate and less structuring behavior in depart-
ments where similar time demands were less common.

Research conducted in three firms by House, Filley, and
kerr caused them to conclpde that when work was not intrin-
sically satisfying, resentment and dissatisfaction were
likely to increase as the imposition of deadlines and Struc-
ture increased.l4 Based upon a review of relevant literature
in this area, House expanded upon this conclusion by stating
that relationships between Consideration and subordinate
satisfaction and performance tended to be less positive when
the task was intrinsically satisfying.15 In addition, House
expanded upon this conclusion by stating that relationships

between Structure and satisfaction were likely to be more

13g, a. Fleishman, E. F. Harris, and H. E. Burtt, Leader-
ship and Supervision in Industry (Columbus: Bureau of Educa-
tion Research, Ohio State University, Research Monograph No.
33, 1955).

14R. J. House, A. C. Filley, and S. Kerr, "Relation of
Leader Consideration and Initiating Structure to R&D Subord-
inates!' Satisfaction," Administrative Science Quarterly, 16:
19-30, March, 1971. -

15g. J. House, "A Path Goal Theory of Leader Effective-
ness," Administrative Science Quarterly, 16:321-338, September,
1971. -
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negative, but Structure-performance relationships tended to
be more positive.16

Subordinate need for information generally results
either from the nature of the task or from characteristics
of the individual. House found that the greater the role
ambiguity, the more positive the relationship between leader
initiating structure and subordinate satisfaction, while a
decrease in the relationship between Consideration and sub-
ordinate satisfaction occurred as task certainty decreased.l7
Soliman, Hartman, and Olinger found that engineers who had
low job knowledge rated Structure as more important than
Consideration, while on the other hand those whose knowledge
was at least adequate perceived Consideration as more impor-
.tant.ls

Nealey and Blood found certain items of the Initiating
Structure scale to be positively correlated to satisfaction
at a low supervisory level, but negatively related to satis-

19

faction at a higher level. Other studies have revealed

16House, pp. 321-338.
l7House, PP. 321-338.

18H. M. Soliman, R. I. Hartman, and A. H. Olinger,
"Leadership Style Under Conditions of High and Low Knowledge,"
Proceedings of the Fifteenth Annual Midwest Academy of Man-
agement Conference, 1972.

198. M. Nealey and M. R. Blood, "Leadership Performance
of Nursing Supervisors at Two Organizational Levels," Jour-
nal of Applied Psychology, 52:414-422, October, 1968.
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similar findings by showing respondent preference for Struc-
ture to diminish at higher organizational levels.20 However,
other research has revealed strong positive correlations
between Structure and satisfaction at high levels in the
organization.21 In an analysis comparing these findings to
the negative relationships found at lower levels by Fleishman
and Harris,22 House concluded that Initiating Structure ap-
pears to clarify path-goal relationships at high occupétional
levels, while increasing both productivity and dissatisfac-
tion at lower levels.23

This current research project is designed to contribute
additional research findings to the existing body of knowledge

concerning leadership behavior. To measure the Consideration

2OR. M. Stogdill and A. E. Coons (Eds.), Leader Behavior:
Its Description and Measurement, Columbus: Bureau of Busi-
ness Research, Ohio State University, 1957; J. W. Hill and
J. G. Hunt, "Managerial Level, Leadership, and Employee Need
Satisfaction," In E. A. Fleishman and J. G. Hunt (Eds.), Cur-
rent Developments in the Study of Leadership, Carbondale:
Southern IIEinois University Press, 1973.

21R. J. House, A. C. Filley, and S. Kerr, "Relation of
Leader Consideration and Initiating Structure to R&D Subord-
inates' Satisfaction,"” Administrative Science Quarterly, 16:
19-30, March, 1971; R. J. House, A, C. Filley, and D. N.
Gujarati, "Leadership Style, Hierarchical Influence, and the
Satisfaction of Subordinate Role Expectations: A Test of
Likert's Influence Proposition," Journal of Applied Psycho-
logy, 55:422-432, October, 1971.

3?3, A. Fleishman and E. F. Harris, "Patterns of Leader-
ship Behavior Related to Employee Grievances and Turnover,"
Personnel Psychology, 15:43-56, Spring, 1962.

23R. J. House, Administrative Science Quarterly, pp.
321-338.
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and Initiating Structure dimensions of leadership behavior,
supervisors in the sample were asked to describe their own
behavior by responding to the revised Leader Behavior Descrip-
tion Questionnaire (LBDQ-Form XII). In addition, the Produc-
tion Emphasis subscale of the LBDQ-Form XII was utilized to
obtain a measure of the pressure applied for productive out-
put by the supervisors in the sample. For a discussion of
the origin, development, and reliability of the LBDQ-Form XII,
see Stogdill.24 For a comprehensive review of the reliability
and validity of the Ohio State leadership scales used for mea-

25

suring leadership behavior, see Schriesheim and Kerr, and

Stogdill.26

Role Conflict and Role Ambiguity

Individuals in organizations are constantly exposed to
various expectations from their work environment that may
affect the perceptions of their organizational roles.?? Dpif-

ferent members of an individual's role set may express quite

24R. M.  Stogdill, Manual for the Leader Behavior Descrlp-
tion Questlonnalre - Form XIl. Columbus: Bureau of Business
Research, Ohio State University, 1963.

25¢, schriesheim and S. Kerr, "Psychometric Properties
of the Ohio State Leadership Scales," Psychological Bulletin,
81:756-765, November, 1974.

26R. M. Stogdill, Handbook of Leadership (New York:
Free Press, 1974).

27g, J. House, "Role Conflict and Multiple Authority in
Complex Organizations," California Management Review, 12:53,
Summer, 1970.
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different role expectations toward that individual. The
pressure that an individual may feel as a result of these
different expectations may cause him to experience psycho-
logical conflict.

Role conflict has been defined as the simultaneous
occurrence of two or more sets of pressures such that com-
pliance with one would make more difficult cohpliance with
the other.28 1In other words, the behaviors expected of an
individual are inconsistent. For example, a supervisor's
superior may make it clear to him that he is to closely
supervise his subordinates, seeing to it that they strictly
adhere to ccmpany rules and meet high production schedules.
At the same time, his subordinates- may indicate to him in
various ways that they would like loose supervision, and
that they will make things difficult for him if they are
pushed too hard.

Recent evidence has demonstrated that the experience of
role conflict is related to unfavorable personal and organi-

zational outcomes.29 This evidence revealed direct relation-

ships between the degree of role conflict a person experiences

28R. L. Kahn and others, Organizational Stress, New York:
John Wiley & Sons, Inc., 1964).

29R. J. House and J. R. Rizzo, "Role Conflict and Am-
bigquity as Critical Variables in a Model of Organizational
Behavior," Organizational Behavior and Human Performance, 7:
467-505, June, 1972; J. R. Rizzo, R. J. House, and S. E.
Lirtzman, "Role Conflict and Ambiguity in Complex Organiza-
tions," Administrative Science Quarterly, 15:150-163, June,
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on the job and various work-related outcomes. These include
a high degree of job-related tension, low job satisfaction,
intensified internal conflicts, and decreased confidence in
superiors and in the organization as a whole. In addition,
these studies showed that the presence of conflict in one's
role tends to adversely affect his relations with his role
senders, to produce weaker ties of trust, respect and
cooperation, and therefore results in less effective perform-
ance by the individual. Thus, role conflict appears to be
associated with a variety of undesirable individual outcomes
that are generally regarded as dysfunctional for the organi-
zation.

Role ambiguity concerns the degree to which required
information is available to a given organizational position.
To the extent that such information is clearly and consis-
tently communicated to a focal person, he will be provided
with a degree of certainty concerning his role requirements
and his place in the organization. To the extent that such

information is not provided, he will experience ambiguity.

1970; H. W. Tosi, "Organizational Stress as a Moderator of
the Relationship Between Influence and Role Response," Aca-
dem of Management Journal, 14:7-20, March, 1971; W. C. Hamner
H. W. Tosi, "Relationships of Role Conflict and Role Am-
blgulty to Job Involvement Measures," Journal of Applied
Role

Psychology, 59:479-497, August, 1974; R. T. Keller,
Conflict and Amblgulty. Correlates w1th Job Satisfaction and

Values," Personnel Psychology, 28:57-64, Spring, 1975.
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Two types of ambiguity may be identified in terms of the
direction of the individual's feelings of uncertainty. The
first type of ambiguity is the result of a lack of informa-
tion concerning the proper definition of the job, its goals
and the acceptable means for implementing them. This type of
ambiguity involves the tasks the individual is supposed to
perform. The second type of ambiguity involves the socio-
emotional aspects of the individual's role performance. This
kind of ambiguity results from a person's concern about his
standing in the eyes of others and about the consequences of
his actions for the attainment of his goals.

Both types of ambiguity are associated with reduced
trust in associates and increased tension. However, task
ambiguity tends to create dissatisfaction with the job and
feelings of futility, while ambiguity about one's evaluation
by others appears to adversely affect both the individual's
relations with them and his self-confidence.30

On the whole, the effects of ambiguity are similar to
those of role conflict. Nevertheless, the two conditions do
occur independently of one another. Thus, largely by coinci-
dence, an individual may find himself in a work situation in

which he experiences both role conflict and ambiguity.31

3°Kahn and others, p. 94.
31gahn and others, p. 95.
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In this study, role conflict and ambiguity were measured
by scales developed by Rizzo, House, and Lirtzman.32 For an
indepth discussion of their validity and reliability, see

Schuler, Aldag, and Brief.33

Job Satisfaction

Job satisfaction involves the feelings that a worker has
concerning the total job situation. Consideration must be
given to the total of influences on the job, such as the
nature df the job itself, the pay, the promotion opportunities,
and the nature of supervision. Improving any one of these in-
fluences will lead in the direction of job satisfaction, while
deterioration of these influences will lead in the direction
of job dissatisfaction. However, what makes a job satisfy-
ing depends not only on the nature of the job, but also on
the expectations that individuals have concerning what their
job should provide. For example, if an individual has expect-
ations that his job will provide him with opportunities for
challenge, then a failure of the job to meet these expecta-
tions will lead to dissatisfaction when compared to a situa-

tion where no such expectations are involved.

323, Rr. Rizzo, R. J. House, and S. E. Lirtzman, "Role
Conflict and Ambiquity in Complex Organizations®™ Administra-
tive Science Quarterly, 15:150-163, June, 1970.

33Rr, s. schuler, R. J. Aldag, and A. P. Brief, "Role
Conflict and Ambiguity: A Scale Analysis," Organizational
Behavior and Human Performance, 20:111-128, October, 1977.
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The expectations that individuals have concerning a job
may vary for a large number of reasons resulting from social
as well as individual causes. For exémple, individual ex-
pectations about a job may be different for males and females.
A study by Kuhlen found that females expected less from their
job as teachers than did males.34 1In another study, Foa
found that the expectations that individuals had about the
nature of supervision had an effect on their satisfaction
with supervision.35 The results of the research indicated
that to increase satisfaction, the assignment of workers with
permissive expectations to permissive supervisors is desir-
able, and that authoritarian supervisors should péeferably
be in charge of workers with prevailing authoritarian expect-
ations. Klein and Maher found that education played a role
in expectations in that college educated managers were less
satisfied with their pay than non-college educated managers.36
The purpose of these examples is to point out that the match-

ing of expectations and the actual job has important implica-

tions for job satisfaction.

34g, @. Kuhlen, "Needs, Perceived Need Satisfaction Op-
portunities, and Satisfaction with Occupation," Journal of
Applied Psychology, 47:56-64, February, 1963.

35y, @. Foa, "Relation of Workers' Expectation to Satis-
faction with Supervisor," Personnel Psychology, 10:161-168,
Summer, 1957.

36s, M. Klein and J. R. Maher, "Education lLevel and
Satisfaction with Pay," Personnel Psychology, 19:195-208,
Summer, 1966.




