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ABSTRACT 
 

The objectives of this thesis are: (1) to investigate the antecedents and consequences 

of fairness of performance evaluation processes (procedural fairness) in the context of 

performance measurement, evaluation, and reward systems; and (2) to investigate the 

behavioural effects of reliance on multiple performance measures (RMPM) in 

evaluating subordinates‘ performance. In relation to the first objective, it examines 

whether managers‘ perceptions of procedural fairness are influenced by the form 

(financial or nonfinancial) of performance measures used to evaluate performance, 

and by goal-related variables such as participation in setting performance targets, the 

goal-attainment-reward link, and the specificity of goals to be achieved by managers. 

With regard to the consequences of procedural fairness, it examines the effects of 

procedural fairness on job satisfaction, performance, organisational commitment, and 

goal commitment, and also examines whether any such associations are direct or 

indirect. In relation to the second objective, it examines whether RMPM affects 

managerial performance or whether the effect is contingent on goal difficulty and 

goal specificity. 

 

To address these objectives, this thesis draws on organisational justice theory and 

goal theory and employs both quantitative and qualitative approaches. Quantitative 

data are collected using a questionnaire survey sent to managers in four organisations 

and qualitative data are gathered by means of interviews and focus group discussions 

within the organisations. 

 

The results indicate that procedural fairness is affected by participation in setting 

performance targets, the goal-attainment-reward link, and the specificity of goals to 

be achieved by managers, but not by the type of performance measure used to 

evaluate performance. With regard to the consequences of procedural fairness, the 

results indicate that: (1) the effects of procedural fairness on job satisfaction and 

performance are indirect and fully mediated by distributive fairness, trust, and 

organisational commitment; (2) the effect of procedural fairness on organisational 

commitment is partially mediated by distributive fairness and trust; and (3) the effect 

of procedural fairness on goal commitment is partially mediated by trust. Finally, the 

results indicate that the effect of RMPM on performance is contingent on goal 

specificity, but not on goal difficulty. 

 

 

Keywords: 

Fairness; performance measures; trust; commitment; goal specificity; job satisfaction; 

participation; performance; rewards. 
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CHAPTER 1: INTRODUCTION 
 

1.1 Motivations and Objectives of the Study 

The concept of justice or fairness
1
 has long been of research interest to 

scholars from various disciplines and has been analysed using both prescriptive (what 

should be) and descriptive (what is perceived) approaches (Colquitt et al., 2005).   

For example, using a prescriptive orientation, Aristotle (350 B.C.E), as translated by 

Ross (1925), analysed what constitutes fairness in the distribution of resources among 

individuals. For Aristotle, to achieve fairness things must be distributed equally and 

equal distribution must be determined carefully based on merit. This approach was 

extended by Rawls (1972; 2001) who proposed that to achieve justice or fairness, the 

principles of liberty and equality of opportunity should be implemented. An example 

of an analysis using the descriptive approach is that conducted by Greenberg (1987) 

which led to the introduction of the term organisational justice. Organisational justice 

refers to individuals‘ perceptions of fairness in organisations. The literature on 

organisational justice suggests that enhanced fairness perceptions can improve 

various functional attitudes and behaviours, such as job satisfaction, organisational 

commitment, trust, and performance (Colquitt et al., 2001). 

The effect of fairness on attitudes and behaviours has also been of particular 

interest to management accounting and control system researchers. However, most of 

the work in this area has been conducted in budgeting contexts (e.g. Magner and 

Welker, 1994; Magner et al., 1995; Lindquist, 1995; Libby, 1999; Libby, 2001; Lau 

                                                 
1
 This thesis uses the terms justice and fairness interchangeably as in the previous literature. 



 2 

and Lim, 2002; Wentzel, 2002; Staley and Magner, 2006; Lau and Tan, 2006). 

Broadly speaking, the budgeting literature finds that fairness is negatively associated 

with dysfunctional attitudes and behaviour, such as job-related tension and budgetary 

slack, and enhances functional behaviour, such as trust and organisational 

commitment, and outcomes, such as task satisfaction, job satisfaction and 

performance.   

This thesis continues the well established stream of research on fairness 

studies in the context of management control systems (MCS)
2
. However, unlike most 

prior research in which fairness is viewed in a budgeting context, this study 

investigates fairness in the context of performance measurement, evaluation, and 

reward systems (PMERS). The aim of MCS, including PMERS, is to influence 

employees‘ behaviours in desirable ways in order to increase the probability that an 

organisation‘s objectives will be achieved (Drury, 2008). According to Merchant and 

Van der Stede (2003), the objective of MCS is ―to help ensure that the employees do 

what is best for the organization‖ (p. 7). In this context, they emphasised that MCS 

should be designed to engender positive attitudes and behaviour; and that the 

perceived fairness of the PMERS is expected to generate important functional 

attitudes and behavioural consequences. Consistent with Merchant and Van der Stede 

                                                 
2
The terms ―management accounting and control systems‖, ―accounting control systems‖ and 

―management control systems‖ are often used interchangeably. Drury (2008) clarified the matter by 

stating that the first two refer to the collection of practices such as budgeting, standard costing, and 

periodic performance reporting that are normally administered by the management accounting 

function. ―Management control systems‖ is a broader term that encompasses the above but also 

includes other controls such action, personnel and cultural, and results controls. Management 

accounting normally refers to output controls. These types of controls will be discussed in further 

detail in chapter 2. 
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(2003), Emmanuel et al. (1990) also suggest that the major aim of MCS is to induce 

individuals to behave in ways which contribute to overall organisational performance.  

The importance of fairness in the design of PMERS has been emphasised by 

the normative literature on MCS. Anthony and Govindarajan (1998, p. 556) 

concluded that top management should be aware that ―objectives, goals and standards 

are likely to provide strong incentives only if managers perceive them as fair‖ 

(emphasis added). Similarly, Kaplan and Atkinson (1998, p. 682) highlight the 

importance of fairness in PMERS as follows: 

 ―There are important behavioural considerations that the performance 

measurement system must reflect. First and above all, the individual must 

believe that the system is fair … Absent this belief, the motivational 

potential of incentive compensation will be lost.‖ (emphasis added). 

 

Considering the importance of perceived fairness in the design of PMERS, it 

is important to understand factors affecting such perception. However, previous 

studies (e.g. Hopwood, 1972; Otley, 1978; Lau and Sholihin, 2005; Lau and Moser, 

2008) have yielded inconclusive, even contradictory, evidence on the particular 

PMERS elements affecting the perception of fairness.  

Hopwood (1972) examined whether supervisory evaluative style (how 

superiors evaluate the performance of subordinates) affects the subordinates‘ 

attitudes, including subordinates‘ perception of fairness of performance evaluation 

processes. In doing so, he constructed three categories of performance evaluation 

style: Budget Constrained (BC) style (budgetary information is used in a rigid 

manner), Profit Conscious (PC) style (budgetary information is used in a more 



 4 

flexible manner, and Nonaccounting (NA) style (budgetary information is seen as 

being of secondary importance). His results indicated that: 

 ―the different uses of the accounting data in performance evaluation affect the 

cost center heads‘ perception of how justly their performance is 

evaluated…when there is a tendency to use the accounting data in terms of a 

Budget Constrained style, the cost center heads feel that their evaluation is 

less just than those reporting either a Profit Conscious style or 

Nonaccounting style‖ (Hopwood, 1972, p. 168) (emphasis added). 

 

In a replication of Hopwood‘s (1972) study, Otley (1978, p. 126) hypothesised that 

―when a manager perceives that he is evaluated primarily on his ability to meet his 

budget… he is more likely to…consider his evaluation to be unfair‖ (emphasis 

added). Contrary to the Hopwood‘s (1972) study, however, Otley‘s (1978) results 

indicated that supervisory evaluative style is not significantly associated with 

perception of fairness of performance evaluation processes. Otley (1978) speculated 

that the differences may be explained by the different type of unit studied 

(Hopwood‘s study used samples drawn from cost centres whilst that of Otley were 

drawn from profit centres), the levels of superiors‘ support, and the operating 

environments (liberal environment in Hopwood‘s study and tough environment in 

Otley‘s study).   

A recent study by Lau and Moser (2008) examined the effect of nonfinancial 

(nonaccounting) performance measures on subordinates‘ perception of procedural 

fairness, arguing that their use may lead to higher perceptions of fairness in 

performance evaluation processes (procedural fairness). They also argue that 



 5 

nonfinancial measures are more consistent with procedural fairness rules/criteria
3
 

proposed by Leventhal (1980) because nonfinancial measures (1) lead to performance 

appraisals that are based on complete and accurate information, (2) reflect employees 

long-term interest, (3) contain some provisions for appealing against and rectifying 

unfair appraisals, (4) reflect performance within employees‘ control, (5) protect 

employees‘ interests, and (6) indicate polite and dignified treatment of individuals. 

On the other hand, they contended that the use of financial measures may lead to 

lower perception of procedural fairness because financial measures are too narrow, 

too aggregated, and too myopic to capture comprehensively subordinates‘ effort and 

performance. Their empirical evidence indicates that the use of nonfinancial 

measures is positively associated with procedural fairness. However, they did not 

examine the effect of financial measures on procedural fairness. 

In contrast to Lau and Moser (2008) who only advocate nonfinancial 

measures, Lau and Sholihin (2005) contended that both nonfinancial and financial 

measures may be positively associated with procedural fairness. With regard to the 

association between nonfinancial measures and procedural fairness, Lau and Sholihin 

(2005) argue that:   

―The adoption of nonfinancial performance measures may be perceived by 

subordinates as fair. Nonfinancial measures are broad and varied. A wide 

variety of nonfinancial measures are generally available to suit the 

subordinates‘ operating environment. Subordinates are, therefore, likely to 

view such measures as meaningful and relevant. Additionally, because 

nonfinancial measures-based performance evaluation views the 

subordinate‘s performance in broad scope, it allows different dimensions of 

                                                 
3
 Leventhal (1980) argued that a procedure will be judged as fair if it meets the six criteria or rules: 

consistent, free from bias, accurate, correctable, representative, and ethical. This will be discussed in 

further detail in Chapter 2. 



 6 

the subordinates‘ accomplishments to be given due recognition in the 

evaluation process. Such performance evaluations are likely to be viewed by 

subordinates as fairer than those which rely on only one aspect or dimension 

of performance‖ (p. 393). 

 

 With regard to financial measures, Lau and Sholihin (2005) contended that 

they may also be associated with procedural fairness perception, because of the 

objectivity and the reduced uncertainty of such measures. Their findings suggest that 

both nonfinancial and financial measures were positively associated with procedural 

fairness. The findings on financial measures are consistent with Hopwood‘s (1972) 

and Ross‘ (1994) arguments. Hopwood (1972) explained ―Accounting data do not of 

themselves pose a threat to members of an organization, and their imperfections need 

not necessarily be seen as unjust when they are used in performance evaluation‖ (p. 

174, emphasis added). Ross (1994, p. 630) contends:  

―Accounting measures may engender more favourable behavioural 

consequences because given the nature of the subjective criteria used in non-

accounting performance evaluation style, a superior‘s biases and 

idiosyncrasies and views are more likely to become evident than if objective 

verifiable accounting information is used … subordinate managers may 

always have a nagging doubt as to the reasonableness of the evaluation based 

on subjective criteria‖. 

 

However, whilst Lau and Sholihin (2005) found that the effect of financial 

measures on fairness is higher compared to that of nonfinancial measures, Hopwood 

(1972) found that the effect of Non-Accounting style on fairness is significantly 

higher than that of the Budget-Constrained style. Hence the conclusions which can be 

derived from previous studies are: (1) PMERS may be associated with the perception 

of procedural fairness, (2) financial and nonfinancial measures may be associated 
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with procedural fairness, but (3) it is not clear which performance measures are 

associated with higher perceptions of procedural fairness.  

It is possible that other components of PMERS rather than performance 

measures impact procedural fairness. Hartmann and Slapnicar (2009) argue that 

procedural fairness is affected by the degree of formality in the use of performance 

measures. Their findings, however, show no significant association between formality 

and procedural fairness. This thesis argues that how the performance targets are set, 

the clarity or specificity of the goals contained in the performance measures, and the 

transparency of the goal-attainment-reward link affect procedural fairness. Hence the 

first objective of this thesis is to investigate the determinants, or antecedents, of 

procedural fairness perception in the context of PMERS.  

The proposition that procedural fairness is determined by participation in 

target setting draws on the literature on procedural justice, which has consistently 

found that disputants perceive the procedure as fair if they have process control (i.e. 

sufficient opportunity to present their case), often referred to as ‗voice‘ (Thibaut and 

Walker, 1975; Folger, 1977; Lind and Tyler, 1988). In addition, participation is 

consistent with Leventhal‘s (1980) procedural fairness rules. Goal clarity and 

transparency of the goal-attainment-reward link are proposed as antecedents of 

procedural fairness because clarity and transparency are outlined by Leventhal 

(Leventhal, 1980) as important components of procedural fairness rules. In addition, 

in relation to goal specificity, Lau and Sholihin (2005) argued that the development 

and adoption of specific performance measures, whether financial or nonfinancial, for 

performance evaluation, are more likely to give rise to specific goals and targets for 
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employees to pursue, than where there are no specific performance measures for 

performance evaluation. The existence of specific goals and targets, in turn, is likely 

to affect employee behaviours because the specificity of goals enhances the direction 

and clarity of tasks to be performed and the roles of the subordinates.  

The second objective of this thesis is to examine the consequences of 

procedural fairness and how they interact to affect job satisfaction and performance. 

Job satisfaction is studied because it is viewed ―as leading to organisationally 

important outcomes including absenteeism and turnover, motivation, job involvement 

and performance‖ (Harrison, 1992, p. 8). However, whilst Lind and Tyler (1988) 

found that satisfaction is one of the principal consequences of procedural fairness, it 

is not clear how procedural fairness affects job satisfaction, whether directly or 

indirectly (Lau et al., 2008). Performance is studied in this thesis because a review of 

the fairness literature by Colquitt et al. (2001) identified the lack of studies on the 

effect of procedural fairness on performance compared with other outcomes, and that 

it is ―… the most unclear of all relationships in the organizational justice literature‖ 

(p. 430). Furthermore, the relationship between procedural fairness and performance 

is studied because the manner by which procedural fairness affects performance is a 

critical issue in the design of management accounting and control systems. In 

addition, Lind and Tyler (1988) argue that: 

 ―the relationship between work performance and attitudinal variables is far 

from straight forward… and it is probably unreasonable to expect any 

attitudinal variable, including judgment of procedural fairness, to have 

simple effects on performance‖ (p. 188; emphasis added).  
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The inclusion of performance in the model is also consistent with the suggestion 

made by Lau et al. (2008). Lau et al. (2008) suggest that studies on fairness should 

―investigate the processes by which procedural fairness affects employee 

performance‖ (p. 133).    

Relying on the self interest and the group value models of procedural justice 

(Lind and Tyler, 1988) and previous empirical findings in organisational justice 

studies as well as previous management accounting studies (see the next paragraph), 

this thesis proposes that procedural fairness affects job satisfaction and performance. 

Such effects are indirect via distributive fairness (self interest model) and trust in 

superiors and organisational commitment (group value model). The self interest 

model of procedural fairness argues that people prefer fair procedures because they 

can generate fair outcomes and, in turn, will affect job satisfaction and performance. 

The group value model of procedural fairness argues that fair procedures engender 

positive consequences not because such procedures lead to fair outcomes but because 

of the importance that people attach to group identification and affiliation (Lind and 

Tyler, 1988; Brockner and Siegel, 1996). 

From an empirical perspective, the proposition that procedural fairness affects 

job satisfaction and performance via distributive fairness is based on (1) previous 

studies in legal settings which found that procedural fairness is associated with 

distributive fairness (Thibaut and Walker, 1975; , 1978); (2) studies in organisational 

justice (e.g. McFarlin and Sweeney, 1992) which found that distributive fairness is 

positively associated with job satisfaction; and (3) a meta-analysis by Colquitt et al. 

(2001) which suggests that distributive fairness affects performance. The proposition 



 10 

that trust and organisational commitment mediate the relationship between procedural 

fairness and job satisfaction and performance is drawn from previous studies which 

document that (1) procedural fairness is positively associated with trust (e.g. 

Konovsky and Pugh, 1994; Magner et al., 1995; Staley and Magner, 2006; Lau et al., 

2008); (2) procedural fairness is associated with goal commitment (e.g. Folger and 

Konovsky, 1989); (3) trust is positively associated with job satisfaction (e.g. Driscoll, 

1978; Lau and Sholihin, 2005; Lau et al., 2008) and performance (e.g. Lippit, 1982; 

Reina and Reina, 1999); (4) organisational commitment is positively associated job 

satisfaction (e.g. Bateman and Strasser, 1984; Mathieu and Zajac, 1990; Vandenberg 

and Lance, 1992) and performance (e.g. Nouri and Parker, 1998).  

 In summary, this thesis is motivated by: (1) the lack of fairness studies in 

PMERS contexts; (2) the contradictory findings on the effects of supervisory 

evaluative style and performance measures on fairness; and (3) unresolved issues in 

how procedural fairness affects job satisfaction and performance.  

The main objectives of this thesis are twofold: (1) to investigate the 

determinants of procedural fairness perception in the context of PMERS; and (2)  to  

examine  the  consequences  of  procedural  fairness  and  how  they interact to affect 

job satisfaction and performance. Under the first objective, it is intended that the 

results of this thesis help clarify the conflicting findings and arguments of previous 

studies (i.e. Hopwood, 1972; Otley, 1978; Lau and Sholihin, 2005; Lau and Moser, 

2008). Under the second objective, it is expected that the results of this thesis will be 

able to explain the nature of the relationship between procedural fairness and job 

satisfaction as well as the relationship between procedural fairness and managerial 
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performance. Particularly, it seeks to establish whether the effects of procedural 

fairness on job satisfaction and performance are direct or indirect. In line with these 

objectives, the following model as depicted in figure 1.1 is developed. It shows the 

four possible antecedents of procedural fairness and five consequences, together with 

the hypothesised paths. 

Figure 1.1.  The main model of the study 

Antecedents and Consequences of Procedural Fairness 

 

 

 

 

    

                                                                                                 

                                                                                                                                                                                       

    

 

 

 

                                

 

                              

                              

 

 

                                       

 

                                                                                                        

 

 

 

  

In addition to the main model (figure 1.1.), this study also investigates the 

effects of procedural fairness on goal commitment. Goal commitment is studied 

 

 

Procedural 

fairness 

 

Job satisfaction 

 

Managerial 

performance 

 

 

 

Organisational 

commitment 

Fairness of 

outcome 

Interpersonal 

trust 

Participation in 

target setting 

 

Goal 

specificity  

Goal- 

attainment-

reward link 

ANTECEDENTS CONSEQUENCES 

Performance 

measure type 

 



 12 

because extensive studies have consistently identified goal commitment as an 

important variable in enhancing performance (Klein et al., 1999). Goal commitment 

is also an important motivational construct in goal-setting theory which postulates 

that specific, difficult but attainable goals lead to higher performance. However, this 

effect is contingent on goal commitment (Locke and Latham, 1990; Locke and 

Latham, 2002). Locke et al. (1988, p. 23), for example, contend, ―it is virtually 

axiomatic that if there is no commitment to goals, the goal setting does not work.‖ 

Additionally, the relationship between procedural fairness and goal commitment has 

not been extensively studied (Wentzel, 2002). Far more research has been conducted 

on the relationship between procedural fairness and organisational commitment (for a 

review see Colquitt et al., 2001). 

Finally, this study also investigates the effects of multiple performance 

measures used to evaluate subordinate managers (hereafter, reliance on multiple 

performance measures, or RMPM). In particular, this study investigates whether 

RMPM affects performance or whether the effects are contingent on the level of 

specificity of the performance measures and goal difficulty. This is the third research 

objective. 

While the literature on performance measures suggests companies should 

implement financial and nonfinancial measures, there is a lack of empirical evidence 

on how such measures affect subordinate managers (Sholihin et al., 2004). Indeed, 

most previous studies on multiple performance measures have focused on the effects 

of multiple performance measures on organisations (Van der Stede et al., 2006; 

Chenhall, 2005; Ittner et al., 2003; Said et al., 2003; Hoque et al., 2001) and on 
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managers who use the measures (Webb, 2004; Burney and Widener, 2007; Hall, 

2008).  

This investigation is also motivated by the fact that the majority of studies on 

supervisory evaluative style have conceptualised supervisory evaluative style as 

performance evaluation based on accounting or financial measures (Noeverman et al., 

2005). Whilst Otley and Fakiolas (2000), Hartmann (2000), and Noeverman et al. 

(2005) have called for studies in supervisory evaluative style to include nonfinancial 

measures in their analysis, few studies have been conducted on the effects of the use 

of multiple performance measures on subordinate performance.  

1.2 Importance and Contributions of the Study 

Fairness is an important component in the design of MCS, particularly 

PMERS (e.g. Anthony and Govindarajan, 1995; Kaplan and Atkinson, 1998; 

Anthony and Govindarajan, 1998). A meta-analysis by Colquitt et al. (2001) found 

that the perception of fairness of performance evaluation procedures has a positive 

effect on various favourable attitudes and behaviours. Hence it is important to 

understand what factors determine the perception of procedural fairness and how 

procedural fairness affects favourable attitudes and behaviours.  

Further, since there is a lack of empirical evidence on whether and how 

multiple performance measures which contain financial and nonfinancial measures 

affect subordinate managers‘ performance (Sholihin et al., 2004), it is important to 

understand this matter. Indeed, Anthony et al. (1997) emphasise that management 
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accounting studies need to address the important issue of how performance 

measurement systems can produce desired behaviour and outcomes.  

The first contribution of this thesis is to provide additional empirical evidence 

on the importance of fairness in the context of PMERS. As previously mentioned, the 

majority of previous fairness studies were conducted in budgeting contexts. 

Additionally, whilst previous studies in management accounting suggest that 

performance evaluation systems may be associated with procedural fairness 

(Hopwood, 1972; Lau and Sholihin, 2005; Lau and Moser, 2008), they do not provide 

conclusive results on what elements of the PMERS affect procedural fairness. 

Moreover, there are conflicting findings between Hopwood (1972) and Otley (1978) 

in the early studies on fairness in the context of PMERS, and conflicting arguments 

between Lau and Moser (2008) and Lau and Sholihin (2005) in more recent studies. 

Whilst Hopwood (1972) found that supervisory evaluative style is associated with 

fairness perception, Otley (1978) did not find such association. Although Lau and 

Moser (2008) argued that the use of financial measures may be problematic, i.e. too 

narrow, too aggregated and too myopic to capture comprehensively employee effort 

and performance in broader and longer-term settings (Kaplan and Norton, 2001; 

Kaplan, 1983; Kaplan, 1984; Johnson and Kaplan, 1987), Lau and Sholihin (2005) 

found that financial measures are positively associated with procedural fairness. 

Hence the second contribution of this thesis is to reconcile these conflicting findings 

and arguments by investigating the determinants of procedural fairness perception. 

The third contribution of this thesis is to explain how procedural fairness affects job 

satisfaction and performance, whether directly or indirectly. The examination of 
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direct- and indirect-effects models is important because they can have different 

theoretical and practical implications (Shields et al., 2000; Luft and Shields, 2003). In 

doing so, this thesis will integrate the self interest model and the group value model 

of procedural justice to explain the effects of procedural fairness on job satisfaction 

and performance. Explanation (whether direct or indirect) is important, as argued by 

Pedhazur (1982, p. 174): 

 ―explanation is probably the ultimate goal of scientific inquiry…it is the key 

for creating the requisite conditions for the achievement of specific 

objectives. Only by identifying the variables and understanding the process 

by which they lead to (the achievement of the dependent variable) is there 

promise for creating the conditions most conducive to...the achievement of 

the goals deemed desirable and beneficial…‖ (parentheses and italics 

added). 

 

The fourth contribution of this thesis is to provide empirical evidence on whether and 

how multiple performance measures which contain financial and nonfinancial 

measures affect subordinate managers‘ performance. 

1.3 Research Questions 

Following the above research objectives, the following research questions (RQ) are 

formulated for each objective. 

Objective 1: To investigate the antecedents of procedural fairness. 

RQ1: What are the antecedents or determinants of procedural fairness perception? 

RQ1a: Does participation in target setting affect procedural fairness? 

RQ1b: Does transparency of the goal-attainment-reward link affect procedural 

fairness? 

RQ1c: Does goal specificity affect procedural fairness? 
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RQ1d: Does the type of performance measures used to evaluate subordinate 

managers affect procedural fairness? 

Objective 2: To examine the consequences of procedural fairness 

RQ2: Does procedural fairness affect interpersonal trust? 

RQ3: Does procedural fairness affect organisational commitment? 

RQ4: Does procedural fairness affect distributive fairness? 

RQ5: Does procedural fairness affect job satisfaction? If so, is the effect direct or 

indirect? 

RQ6: Does procedural fairness affect managerial performance? If so, is the effect 

direct or indirect? 

RQ7: Does procedural fairness affect goal commitment? If so, is the effect direct or 

indirect? 

Objective 3: To investigate whether reliance on multiple performance measures 

(RMPM) affects subordinate managers or whether the effect is contingent on goal 

specificity and goal difficulty. 

RQ8: Does reliance on multiple performance measures affect subordinate managers‘ 

performance or is the effect contingent on goal specificity? 

RQ9: Does reliance on multiple performance measures affect subordinate managers‘    

performance or is the effect contingent on goal difficulty? 

1.4 Hypotheses 

Based on the literature summarised in chapter 3, 28 hypotheses are postulated and 

tested in this thesis. These are developed in chapter 3 but summarised below. 
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Ha1: Participation in target setting is positively associated with procedural fairness. 

Ha2: Transparency of the goal-attainment-reward link is positively associated with 

procedural fairness. 

Ha3: Goal specificity (clarity) is positively associated with procedural fairness. 

Ha4: The use of financial measures is positively associated with procedural fairness. 

Ha5: The use of nonfinancial measures is positively associated with procedural 

fairness. 

Ha6: Procedural fairness is positively associated with distributive fairness. 

Ha7: Distributive fairness is positively associated with job satisfaction. 

Ha8: Procedural fairness has an indirect effect on job satisfaction via distributive 

fairness. 

Ha9: Procedural fairness is positively associated with trust in superior. 

Ha10: Trust in superior is positively associated with job satisfaction. 

Ha11: Procedural fairness has an indirect effect on job satisfaction via trust in 

superior. 

Ha12: Procedural fairness is positively associated with organisational commitment. 

Ha13: Organisational commitment is positively associated with job satisfaction. 

Ha14: Procedural fairness has an indirect effect on job satisfaction via organisational 

commitment. 

Ha15: Trust in superior is positively associated with organisational commitment. 

Ha16: Distributive fairness is positively associated with organisational commitment. 

Ha17: Distributive fairness is positively associated with performance.  
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Ha18: Procedural fairness has an indirect effect on performance through fairness of 

outcomes. 

Ha19: Trust in superior is positively associated with performance. 

Ha20: Procedural fairness has an indirect effect on performance through trust in 

superiors. 

Ha21: Organisational commitment is positively associated with performance. 

Ha22: Procedural fairness has an indirect effect on performance through 

organisational commitment. 

Ha23: Participation in target setting is positively associated with goal commitment.  

Ha24: Procedural fairness is positively associated with goal commitment. 

Ha25: Participation in target setting is positively associated with interpersonal trust. 

Ha26: Trust is positively associated with goal commitment. 

Ha27: The effect of RMPM on performance is contingent on goal specificity. 

Ha28: The effect of RMPM on performance is contingent on goal difficulty. 

 

 

1.5 Overview of the Study Methodology and Method 

1.5.1 Research philosophy 

This study mainly uses a positivistic approach, which is a mainstream 

accounting research approach (Hopper and Powell, 1985; Chua, 1986; Ryan et al., 

2002). It takes an objective view of society, regards individual behaviour as 

deterministic, and uses empirical observation. This approach is selected for the 

following reasons. First, this choice will facilitate comparison with the previous 
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studies on procedural fairness which have tended to adopt a positivistic approach. 

Second, the focus of this study is to understand patterns of attitudes and behaviours 

and not to construct the meaning of the attitudes and behaviours or to change them. 

When the focus is to understand and explain the meaning of certain attitudes and 

behaviours, the interpretive approach is more appropriate. On the other hand, a 

critical perspective is more appropriate if the focus of the study is to change the 

attitudes and behaviour of managers (Chua, 1986; Hopper and Powell, 1985; 

Laughlin, 1995; Neuman, 2003). Third, this study uses a hypothetico-deductive 

approach. That is, this study is guided by hypotheses which are formulated based on 

previous studies and then the hypotheses are tested using empirical data. Fourth, data 

are mainly analysed using quantitative methods. Qualitative data is used to further 

understand and interpret the findings. 

1.5.2 Unit of analysis 

Luft and Shields (2003) emphasise the importance of clearly defining the unit of 

analysis. The unit of analysis in management accounting studies is typically at the 

organisation or individual level. The unit of analysis in this study is the individual 

manager.  

1.5.3. Data collection 

Data for this study consist of quantitative and qualitative data. The quantitative data 

were drawn from 222 managers from four different organisations and were collected 

using a questionnaire survey sent to 408 managers. The organisations comprise one 

public sector organisation (a UK police force) and three private sector organisations 
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(one manufacturing organisation and two financial services organisations). The 

qualitative data were gathered by means of interview and/or group discussions. 

1.5.4. Data analysis 

The quantitative data of this thesis were analysed using regression with Ordinary 

Least Square approach and Partial Least Square approach. Prior to the main analyses, 

preliminary analyses, such as tests for nonresponse bias, validity and reliability were 

performed. The qualitative data were not formally analysed using any statistical tools 

as the purpose of the qualitative data is to understand the findings of quantitative 

data. 

1.6. Summary of Findings 

With regard to the first objective, i.e. to investigate the antecedents of 

procedural fairness, this study finds that participation in target setting, the 

transparency of the goal-attainment-reward link and goal specificity are positively 

associated with procedural fairness. On the other hand, the types of performance 

measures (financial and nonfinancial measures) used to evaluate managers‘ 

performance are not significantly associated with procedural fairness. Hence it can be 

concluded that the antecedents of procedural fairness are participation in target 

setting, transparency of goal-attainment-reward link and goal specificity, but not the 

type of performance measure used to evaluate performance. 

With regard to the second objective, i.e. to examine the consequences of 

procedural fairness, this study finds that the effects of procedural fairness on job 

satisfaction and performance are indirect via distributive fairness, trust, and 
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organisational commitment. In addition, this study finds that the effect of procedural 

fairness on goal commitment is mediated by trust.  

Finally, in relation to the third objective, i.e. to investigate whether reliance on 

multiple performance measures affects subordinate managers or whether the effect is 

contingent on goal specificity and goal difficulty, this study finds that the effect of 

reliance on multiple performance measures on subordinate managers is contingent on 

goal specificity, but not goal difficulty.  

1.7. The Structure of the Thesis 

Chapter 1 has introduced the research topic and motivation, research objectives and 

questions. It then summarised the research approach, data collection and analysis and 

study findings.   

Chapter 2 offers a theoretical literature review. It will discuss theories which are 

relevant to this thesis. 

Chapter 3 reviews the literature and develops hypotheses. It will review the variables 

studied and their relationship based on previous studies. 

Chapter 4 discusses the research methodology and describes the research methods 

used. 

Chapter 5 offers a preliminary analysis of data. It will present the validity and 

reliability tests of the data and the descriptive statistics.  

Chapter 6 presents the first part of the empirical findings. It examines the antecedents 

of procedural fairness.  
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Chapter 7 presents the second part of the empirical findings. It examines the 

consequences of procedural fairness. In particular, it examines the mechanism for 

how procedural fairness affects job satisfaction and performance. 

Chapter 8 presents the third element of the empirical findings. It examines the roles 

of procedural fairness and trust in the relationship between participation in target 

setting and goal commitment. 

Chapter 9 provides the fourth element of the empirical findings. It examines the roles 

of procedural fairness and trust in the relationship between the use of performance 

measures and organisational commitment. 

Chapter 10 presents the fifth element of the empirical findings. It examines the roles 

of goal specificity and goal difficulty in the relationship between performance 

measures and managerial performance. 

Chapter 11 offers conclusions, discussion and implications (practical and theoretical), 

limitations, and suggestions for future research. 
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CHAPTER 2: THEORETICAL LITERATURE REVIEW 
 

2.1. Introduction 

This chapter reviews the main theories that have been used in management control 

systems (MCS) research, particularly in the area of performance measurement, 

evaluation and reward systems (PMERS) at the level of the individual. It should be 

noted that the theories discussed do not represent an exhaustive list of all theories, but 

it is believed that the theories reviewed constitute the main theories generally 

acknowledged to have informed studies in PMERS. An important theory, agency 

theory, that is not employed in the thesis for the reason discussed later in this chapter, 

is first summarised and discussed, before the thesis turns to a more detailed 

discussion of the four main theories it employs, namely expectancy theory, goal 

setting theory, trust theory, and justice theory. Prior to the discussion of these 

theories, a review of relevant literature on MCS and PMERS will be presented to 

locate the context of the study. 

2.2. MCS, Performance Measures, and Managerial Attitudes and 

Behaviours 

Management control is defined by Anthony and Govindarajan (1998) as: 

 ―the process by which managers influence other members of the organization 

to implement the organization‘s strategies. The system used by management 

to control the activities of an organization is called its management control 

system.‖ (p. 17) 

 

Merchant (1998) distinguished between management controls and strategic controls. 

The former is a collection of control mechanisms that primarily have internal focus 
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and the latter emphasise how a firm, given its strengths and weaknesses and 

limitations, can compete with other firms in the same industry. In other words, while 

the focus of management controls is internal, the focus of strategic controls is 

external. Chenhall (2003), however, argue that the definition of MCS has evolved 

over the years from one focusing on the provision of more formal, financially 

quantifiable information to assist managerial decision-making to one that embraces a 

much broader scope of information. This includes external information related to 

markets, customers, competitors, nonfinancial information related to production 

processes, predictive information and a broad array of decision support mechanisms, 

and informal personal and social controls.  

The aim of MCS, including PMERS, is to influence employee behaviour in 

desirable ways in order to increase the probability that an organisation‘s objectives 

will be achieved (Drury, 2008). In Merchant and Van der Stede‘s (2003) words, the 

objective of MCS is ―to help ensure that the employees do what is best for the 

organization‖ (p. 7). They also term MCS as ―the behaviour-influencing device‖ (p. 

11). Similarly, Emmanuel et al. (1990) state that the major aim of MCS is to induce 

individuals to behave in ways which contribute to overall organisational performance. 

For Anthony and Govindarajan (Anthony and Govindarajan, 1998), the objective of 

MCS is to achieve what is called goal congruence, where the goals of individual 

members of an organisation are consistent with the goals of organisations. 
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Merchant (1998) categorised management controls into three groups
4
: action 

controls, personnel and cultural controls, and results controls. Action controls exist to 

ensure that ―employees perform (or do not perform) certain actions known to be 

beneficial (or harmful) to organization‖ (Merchant and Van der Stede, 2003, p. 67). 

These controls are usable and effective only when managers know what actions are 

desirable (or undesirable) and have the ability to ensure that the desirable actions 

occur (or that the undesirable actions do not occur). Forms of action controls are: 

behavioural constraints, pre-action reviews, action accountability, and redundancy. 

Personnel controls are implemented by helping employees to do a good job by 

building on employees‘ natural tendencies to control themselves. This includes any 

number of actions that managers take to make it more likely that their employees will 

perform the desired task satisfactorily on their own, because, for example, the 

employees on the job are experienced, honest and hard working. Cultural control is a 

control mechanism where managers take action, such as setting and socialising 

values, social norms and beliefs, to shape organisational behavioural norms and to 

encourage employees to monitor and influence each other‘s behaviour. Results 

controls are preventative-type controls which involve collecting and reporting 

information about the outcomes of work effort. Results controls are particularly 

effective in addressing motivational problems. This thesis falls within the area of the 

results controls. 

                                                 
4
 Similar categorisation is proposed by Ouchi (1979) who categorised controls into behavioural 

controls, clan and social controls, and output controls. Behavioural controls are similar to action 

controls, clan and social controls are similar to personnel and cultural controls, and output controls are 

similar to results controls.  
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PMERS form part of results controls and to implement them, according to 

Merchant and Van der Stede (2003), requires the following steps: defining 

performance dimensions, measuring performance, setting performance targets, and 

providing rewards (or punishments). Defining performance dimensions is important 

as the goals set and the measurements made shape the employees‘ view of what 

matters. As measurement involves the assignment of numbers to objects, it is 

important to put weight on the performance dimensions. Where performance targets 

are given without preset performance targets, employees do not know what to aim 

for. Performance targets affect behaviour in two basic ways. First, they stimulate 

action and improve motivation by providing conscious goals for employees to strive 

for; and secondly, performance targets allow employees to interpret their own 

performance. Rewards (or punishments) are needed to encourage employees to 

achieve organisational goals. Further, Merchant and Van der Stede (2003, p. 29) 

argued that results controls work most effectively when all of the following 

conditions exist:  

1.   Managers know what results are desired in the areas being controlled;  

2. The employees whose behaviours are being controlled have significant 

influence on the results for which they are being held accountable; and 

3.   Managers can measure the results effectively. 

 

It is important to note that results controls can lead to lack of goal congruence 

if the results that are required can only be partially specified. This is because 

employees will only concentrate on what is monitored by control systems, regardless 

of whether or not it is organisationally desirable (Drury, 2008). Otley (1978), drawing 

on the work of Hopwood (1974), illustrates the problem that can arise when the 
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required results can only be partially specified, as depicted in figure 2.1. The figure 

illustrates that managers are likely to concentrate on achieving their personal goals 

(B). Ideally, the measured behaviour (C) should completely cover the area of desired 

behaviour (A). In practice, however, it is unlikely that all of circle C will cover circle 

A. Assuming that managers desire the rewards offered by circle C, their actual 

behaviour (B) can be changed to include more  of circle C and, to the extent that C 

coincides with A, more of circle A. 

Figure 2.1. The measurement and reward process with imperfect measures 

 

 

 

 

 

 

 

 

 

A= behaviour necessary to achieve organisational purposes 

B= behaviour actually engaged in by individual managers 

C= behaviour formally measured by control system 

Source: Otley (1978) 
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measures focus on the most important thing in most business organisations, i.e. 

profitability. Further they argue:  

 ―There are two main reasons for the widespread use of financial performance 

measures. First financial performance measures, such as profit, articulate 

directly with the organization‘s long-run objectives, which are almost 

always purely financial. Second, properly chosen financial performance 

measures provide an aggregate view of an organization‘s performance. An 

aggregate financial performance measure, such as corporate or division 

profitability, is a summary measure of the success of the organization‘s 

strategies and operating tactics.‖ (Kaplan and Atkinson, 1998, pp. 442–443). 

 

However, whilst accounting data can reflect some of the important dimensions of 

managerial performance and are able to motivate managers to perform better, 

Hopwood (1972, p. 157-156) identified four inherent limitations of accounting 

information for managerial performance evaluation as follows: 

  ―First, not all the relevant dimensions of managerial performance are 

included in accounting reports… Second, even considering the economic 

aspects of performance, an organization‘s economic cost function is rarely 

known with precision and an accounting system can only attempt to 

approximately represent its complexity… Third, the accounting data are 

primarily concerned with representing outcomes, while managerial activity 

is concerned with the detailed process giving rise to the final outcomes… 

Fourth, the main emphasis of accounting reports is on short-term 

performance indexes while the evaluation of managerial performance 

evaluation is often concerned with more long-term considerations.‖ 

 

Considering the imperfections of accounting information, Hopwood (1972) 

argued that it is important to understand how accounting performance measures can 

be used to mitigate dysfunctional behaviours. Extensive empirical studies have been 

conducted in order to understand the effects of APM on managers‘ attitudes and 

behaviours, how to mitigate the dysfunctional effects of APM, and how to stimulate 

functional behaviours when APM is used. These are often referred to as reliance on 
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accounting performance measures (RAPM) studies, or supervisory evaluative studies. 

The results of these empirical studies will be discussed in further detail in chapter 3. 

The more recent development of the literature on performance measures (e.g. 

Johnson and Kaplan, 1987; Kaplan and Norton, 1996; Lynch and Cross, 1991) argues 

that APM, with their financial orientation, are too late, too aggregated and too one-

dimensional to be useful because they are narrow in focus, historical in nature and 

incomplete. They contend that performance measures should include both financial 

measures and nonfinancial measures. Kaplan (1983, p. 686) suggested that, 

―expanded performance measures are…necessary‖. Atkinson et al.  (2001) argue that 

the use of an appropriate mix of financial and nonfinancial measures may enable 

organisations to mobilise and exploit their intangible or intellectual assets as well as 

their physical, tangible assets, which, in turn, may lead to better performance.  

Although combining financial and nonfinancial measures is not a new practice 

(Norreklit, 2000), the Balanced Scorecard, which was initially introduced by Kaplan 

and Norton (1992), is seen as the most attractive tool for companies, and ―seems to be 

the latest management fashion to sweep the organisational world‖ (Malmi, 2001, p. 

207). The Balanced Scorecard differs from many of the earlier systems that combine 

financial and nonfinancial indicators because it is more than an ad hoc collection of 

financial and nonfinancial measures. It contains outcome measures and the 

performance drivers of the outcomes which are linked together in cause-and-effect 

relationships (Kaplan and Norton, 1996). It looks at four key perspectives: financial, 

customer, internal business process, and innovation and learning (Kaplan and Norton, 

1992; Kaplan and Norton, 1996). The objectives and the measures of the scorecards 
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within the four perspectives of Balanced Scorecard are derived from and are linked to 

the organisation‘s vision and strategy as depicted in Figure 2.2. The financial 

perspective identifies how a company wishes to be seen by its shareholders, the 

customers perspective determines how a company wishes to be viewed by its 

customers, the internal business process perspective identifies what a company must 

excel at, and the innovation and learning perspective detects whether a company can 

continue to improve and create value (Kaplan and Norton, 1992; Kaplan and Norton, 

1996). Tayles et al. (2007) observe that the Balanced Scorecard also addresses 

Intellectual Capital aspects because it considers relational capital (customer 

perspective), structural and human capital (innovation, learning, and internal 

perspectives) and the impact of Intellectual Capital on shareholder goals (financial 

perspective). 

The introduction of performance measures which include financial and 

nonfinancial measures, such as the Balanced Scorecard, has stimulated management 

accounting researchers to study the behavioural effects of ―multiple performance 

measures‖. The results of empirical studies on the effects of ―multiple performance 

measures‖ will be discussed in further detail in chapter 3.  

The next section will review theories commonly used in PMERS studies: 

agency theory, expectancy theory, goal setting theory, trust theory, and justice theory. 
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Figure 2.2. The link between vision and strategy with the four perspectives of the 

Balanced Scorecard  
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Source: Adapted from Kaplan and Norton (1996) 
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delegating some decision-making authority to the agent‖ (Jensen and Meckling, 1976, 

p. 308). 

 The theory‘s basic assumption is that agents are motivated by self interest, 

possess a bounded rationality, and are risk averse, and therefore require monetary 

compensation to motivate them to take actions that are in the best interest of the 

principal (Jensen and Meckling, 1976). Typical agency problems are information 

asymmetry, moral hazard and adverse selection. Information asymmetry exists when 

the contracting parties (principal and agent) possess unequal amounts of information. 

Moral hazard refers to the effort aversion of agents. That is, an agent may not put in 

the effort agreed with the principal. Where there is information asymmetry the 

agent‘s lack of effort may remain unknown by the principal. Adverse selection refers 

to the misrepresentations of ability by the agent. The agent may claim to have certain 

skills and abilities when hired but in reality does not possess them. Adverse selection 

arises because the principal cannot completely verify the skills or abilities at the time 

of hiring. In this situation the agent has the opportunity to obtain a higher paying 

position. The agency literature refers to the problems of adverse selection as pre-

contractual problems and to the problem of moral hazard as post-contractual 

problems (see Arrow, 1985; Baiman, 1982; Baiman, 1990). 

Indjejikian (1999) observed that agency theory is among the most widely used 

theories in the study of PMERS. Examples of recent management accounting studies 

in the PMERS context relying on this theory are the ones conducted by Fisher et al. 

(2005) and Chong and Eggleton (2007). Fisher et al. (2005) investigated implications 

of employer discretion over the total amount and allocation of employee 
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compensation for firm output (revenue) and employer/employee remuneration. The 

study aimed to examine whether an employer‘s discretion over two compensation 

decisions (amount and allocation) affects employee and employer opportunism. 

Using an experimental design they found that a nondiscretionary approach to 

determining total employee compensation and a discretionary approach to allocating 

employee compensation increases firm output and employee pay. They also found 

that the employer‘s residual profit increases with discretion over pool allocation, but 

does not increase with a nondiscretionary approach to determining total employee 

compensation. Additionally, while their results indicated that the negative effects of 

opportunism increase over time (particularly when the employment relationship nears 

its end), they did not indicate that employer and employee opportunism completely 

destroy productive outcome in the absence of mitigating controls (the existence of  

PMES) due to social norms in the employment setting. 

 The study by Chong and Eggleton (2007) examined the effects of information 

asymmetry and organisational commitment on the relationship between the extent of 

reliance on incentive-based compensation schemes and managerial performance. 

Using a questionnaire survey with a sample of 109 managers, drawn from a cross-

section of Australian manufacturing companies, they found that (1) managers with 

low organisational commitment and in a high information asymmetry situation will 

have higher performance if a high reliance on incentive-based compensation scheme 

is implemented; (2) the performance level of managers with high organisational 

commitment is unaffected regardless of the degree information asymmetry and the 

extent of reliance on incentive-based compensation schemes.  
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2.4. Expectancy Theory 

Expectancy theory is recognised as a long-established behavioural framework 

used by accounting researchers to study individual motivation and performance in 

organisations (Kren, 1990). The theory assumes that ―…the choices made by a person 

among alternative courses of action are lawfully related to psychological events 

occurring contemporaneously with the behavior‖ (Vroom, 1964, pp. 14-15). Based on 

this assumption, Chung (1977, p. 91) suggests that the theory is grounded in four 

basic premises: 

1. People have preferences (valences) for various outcomes or incentives that are 

potentially available to them. 

2. People have expectancies about the likelihood that an action or effort on their 

part will lead to the intended performance. 

3. People understand the instrumentalities that certain behaviours will be 

followed by desirable outcomes or incentive rewards. 

4. The action a person chooses to take (motivation) is determined by the 

expectancies and the valences that the person has at any one time. 

 

Vroom (1964) symbolised the theory as follows: 





n

i

EijVjfFi
1

)(  and 







 



n

j

IjkVkfVj
1

 

Where: 

Fi  = the psychological force (motivation) to perform an act (i) (such as striving for a 

particular level of performance), 

Eij = the strength of the expectancy that the act will be followed by the outcome j, 

Vj  = the valence for the individual of outcome j, 

Ijk = the instrumentality of outcome j for attaining second-level outcome k, and 

Vk  = the valence of second-level outcome k. 
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Vroom (1964) suggests that a person‘s belief about expectancies, 

instrumentality, and valences interact psychologically to create a motivational force 

to act in those ways that seem most likely to bring pleasure or to avoid pain. He 

defined expectancy as ―a momentary belief concerning the likelihood that a particular 

act will be followed by a particular outcome‖ (p. 17). It can be considered as a belief 

in action-outcome associations held in the mind of an individual, as well as the 

strength of an individual‘s belief about whether a particular outcome is possible 

(Pinder, 1991).  According to Vroom (1964), valence refers to affective orientations 

people hold concerning outcomes. In other words, valence is the attractiveness of the 

possible outcomes or incentives (Porter and Lawler, 1968; Chung, 1977). With regard 

to instrumentality, Vroom (1964) suggests that instrumentality is a probability belief 

which links one outcome to other outcomes. In other words, something is 

instrumental if it is believed to lead to something else. For instance, if the 

subordinates believe that high performance is caused by great effort; and a high level 

of performance is a cause for promotion, then great effort is an instrument to achieve 

high performance; and a high performance is an instrument to get promoted.  

Having seen that a number of questions remained unanswered by the 

expectancy theory proposed by Vroom (1964), such as the origin of valence, 

instrumentality and expectancy belief, Porter and Lawler (1968) developed a model 

to refine Vroom‘s theory. The model is depicted in Figure 2.3. 
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Figure 2.3. The Porter and Lawler model of expectancy theory 
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3. Ideally, rewards should be tied to performance. However, it is not always the 

case as indicated by the wavy line in the model.  

4. There are two types of reward - intrinsic and extrinsic. While the former is 

provided by the person himself/herself and involves the individual‘s feelings 

in relation to his/her task performance, the latter is a function of three factors: 

―(1) the organization‘s ability to discriminate among individual differences in 

performance; (2) the organization‘s capability to give rewards; and (3) the 

organization‘s willingness to give rewards‖ (Porter and Lawler, 1968, p. 35).  

5. Finally, high levels of performance will lead to high levels of satisfaction if 

the gap between the perceived equitable level of rewards and the amount 

actually received decreases. 

According to Porter and Lawler (1968), the crucial issue within their model is 

whether or not rewards are tied to performance. When rewards are tied to 

performance, and subordinates understand this, rewards have the potential to motivate 

the subordinates. 

Based on expectancy theory, superiors can motivate subordinates through the 

following actions: 

1. Increase subordinates‘ understanding of instrumentality. That is, rewards are 

tied to task accomplishment or performance. In addition, superiors have to 

evaluate subordinates‘ performance based on agreed measures. This action 

ensures that the subordinates perceive the reward systems as fair and 
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predictable. This, in turn, may lead to a higher level of trust towards their 

superiors. 

2. Determine the extrinsic rewards by promotion, pay increase, or other rewards 

to be granted to the subordinates following task accomplishment. Superiors 

should understand what subordinates need. 

3. Increase subordinates‘ expectancy by providing support for the subordinates‘ 

effort, such as reducing frustrating barriers, and clarifying the nature of the  

task to increase role clarity. 

A recent example of a PMERS study using this theory is that conducted by 

Kominis and Emmanuel  (2007). Their study extended the expectancy-valence model 

by including the elements of PMERS in the model and testing the extended model 

using the data drawn from 290 middle managers of a large UK-based financial 

services company. The results indicate (1) managerial performance is affected by 

motivation; (2) motivation is affected by both the value of intrinsic and extrinsic 

rewards; (3) the value of extrinsic rewards is affected by transparency of 

performance-reward link; and (4) the transparency of the performance-reward link is 

affected by the accuracy of measures. The results indicate that the effect of the 

transparency of the performance-reward link on motivation is indirect and is 

mediated by the value of extrinsic rewards.  

Relying on organisational justice theory, particularly the justice rules 

proposed by Leventhal (1980) which will be discussed later, this thesis argues that the 

effect of the transparency of the goal-attainment-reward link on motivation is 

mediated by procedural fairness.  Therefore, this thesis  proposes (chapter 6) that the 
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transparency of the goal-attainment-reward link is an antecedent of procedural 

fairness. 

2.5. Goal Setting Theory 

Goal setting theory has been described by Latham and Pinder (2005) as one of 

the ―…most important approaches to work motivation to appear in the last 30 years‖. 

The theory was developed using an inductive approach based on extensive laboratory 

and field experiments conducted in a wide variety of settings involving many 

different tasks (Locke and Latham, 1990; Latham and Pinder, 2005). This theory was 

first presented as a comprehensive statement of theory in 1990 by Locke and Latham. 

It is based on Ryan‘s (1970) premise that conscious goals affect action (Locke and 

Latham, 2002). A goal is ―the object or aim of an action‖ (Locke and Latham 2002; 

p. 705). 

The core findings of goal setting theory are summarised by Locke and Latham 

(2002) as follows:  

1. There is a positive, linear function of goal difficulty on levels of effort and 

performance. Performance decreases only when the limits of ability are reached 

or when commitment to a highly difficult goal lapses (Erez and Zidon, 1984). 

2. Specific, difficult goals consistently lead to higher performance than asking 

people to do their best. The effect sizes in meta-analyses ranged from .42 to .80 

(Locke and Latham, 1990). In short, when people are asked to do their best, they 

do not do so. This is because ‗do-your-best goals‘ have no external reference and 

thus are defined idiosyncratically. 
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3. Goal specificity in itself does not necessarily lead to high performance because 

specific goals vary in difficulty. However, insofar as performance is fully 

controllable, goal specificity does reduce variation in performance by reducing 

the ambiguity about what is to be attained (Locke et al., 1989). 

Locke and Latham (1990, 2002) contend there are four mechanisms for the 

way goals affect performance. First, goals serve a directive function; they direct 

attention and effort toward goal-relevant activities and away from goal-irrelevant 

activities. This effect occurs both cognitively and behaviourally. Second, goals have 

an energising function. High goals lead to greater effort than low goals. Third, goals 

affect persistence. When participants are allowed to control the time they spend on a 

task, hard goals prolong effort. There is often, however, a trade-off in work between 

time and intensity of effort. Faced with a difficult goal, it is possible to work faster 

and more intensely for a short period or to work more slowly and less intensely for a 

long period. Tight deadlines lead to a more rapid work pace than loose deadlines. 

Fourth, goals affect action indirectly by leading to the arousal, discovery, and/or use 

of task-relevant knowledge and strategies. While action is the result of cognition and 

motivation, these elements can interact in complex ways. 

The goal-performance relationship is moderated by goal commitment, goal 

importance, self-efficacy, feedback and task complexity (Locke and Latham, 2002). 

Goal commitment refers to ―attachment to or determination to reach a goal‖ (Locke 

and Latham, 1990, p. 125) and ―willingness to put forth effort to attain a goal‖ (Renn 

et al., 1999, p. 108). The goal-performance relationship is strongest when people are 

committed to their goals. Even, Locke et al. (1988, p. 23), contend that, ―it is virtually 
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axiomatic that if there is no commitment to goals, the goal setting does not work.‖ 

With goal importance, once a person believes that the goal is important to attain, 

(s)he will be motivated to work and consequently perform better. Self-efficacy is the 

belief the individual holds that the goal can be attained. The higher the self-efficacy, 

the higher will be the motivation.  This in turn will lead to higher performance. 

Feedback moderates the relationship between goals and performance because it 

provides information about progress in relation to the goals. Such information allows 

individuals to adjust the level or direction of their effort or to adjust their performance 

strategies to match the requirements for goal attainment. For example, when people 

find they are below target, they will increase their effort or try a new strategy. With 

task complexity, the effect of goal setting on performance is higher when the task is 

less complex. 

Other important findings in goal setting research summarised by Lock and 

Latham (2002) are:  

1. When confronted with task goals, people automatically use the knowledge and 

skills already acquired that are relevant for goal attainment. 

2. If the path to the goal requires specific abilities and skills, people draw from a 

repertoire of skills that they have used previously in related contexts and apply 

them to the present situation.  

3. If the task for which a goal is assigned is new to an individual, s(he) will engage in 

deliberate planning to develop strategies that will enable her/him to attain the 

goal. 
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4. People with high self-efficacy are more likely than those with low self-efficacy to 

develop effective task strategies. There may be a time lag between assignment of 

the goal and the effects of the goal on performance, as they search for appropriate 

strategies. 

5. When confronted with a complex task, urging individuals to do their best 

sometimes leads to better strategies than setting a specific difficult performance 

goal. This is because a performance goal can make people so anxious to succeed 

that they scramble to discover strategies in an unsystematic way and fail to learn 

what is effective.  

6. When individuals are trained with proper strategies to reach the goal, those given 

specific high-performance goals are more likely to use those strategies. This may 

lead to better performance. However, if the strategy used by the person is 

inappropriate, then a difficult goal leads to worse performance than an easy goal.  

Locke and Latham (2002) visualised the essential elements of goal-setting 

theory and the high performance cycle as in figure 2.4. It illustrates that specific, 

difficult goals are associated with performance. However, the association is 

moderated by goal commitment, goal importance, self-efficacy, feedback, and task 

complexity. Additionally, the figure proposes four ways that goals affect 

performance: directive function, energising function, persistence function, and 

strategy search function. Once high performers are satisfied with the reward, they will 

commit to new challenges or other goals. 
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Figure 2.4. The essential elements of goal setting theory and the high 

performance cycle 

 

 

 

 

 

 

 

 

 

 

Source: Locke and Latham (2002) 
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performance measures. In addition, goal specificity will also be studied in chapter 6, 

which investigates whether goal specificity is an antecedent of procedural fairness. 

2.6. Trust Theory 

Trust has attracted the attention of researchers from various disciplines. 

Lewicki et al. (1998) observed that trust has been widely studied in disciplines such 

as psychology, sociology, politics, economics, anthropology, and organisational 

behaviour. They also noted that trust has been found to have an effect on personality, 

interpersonal relationships, cooperation, and stability in social institutions and 

markets. Similarly, Mayer et al. (1995) observed that trust has been cited as an 

important factor in the area of communication, leadership, management by 

objectives, negotiation, game theory, performance appraisal, labour-management 

relations, and implementation of self-managed work teams. Likewise, Rousseau et al. 

(1998) observed that trust enables cooperative behaviour; promotes adaptive 

organisational forms such as network relations; reduces harmful conflict; decreases 

transaction costs; facilitates rapid formulation of ad hoc work groups; and promotes 

effective responses to crises. 

While researchers have generally acknowledged the importance of trust, there 

is no one agreed definition of trust among researchers. Rousseau et al. (1998) offer a 

widely held definition of trust as ―a psychological state comprising the intention to 

accept vulnerability based upon positive expectations of the intentions or behaviour 

of another‖ (p. 395). Consistent with previous accounting studies on trust in the 

context of PMERS (Otley, 1978; Ross, 1994; Lau and Sholihin, 2005; Lau and Tan, 
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2006), in this thesis, trust is conceptualised as interpersonal trust defined by Read 

(Read, 1962, p. 8) as ―subordinate‘s trust or confidence in the superior‘s motives and 

intentions with respect to matters relevant to the subordinate‘s career and status in the 

organization.‖  

McAllister (1995) identifies two principal forms of interpersonal trust: (1) 

cognition-based trust; and (2) affective-based trust. While the former is grounded in 

individual beliefs about the trustee‘s competence, responsibility, reliability and 

dependability, the latter is based on reciprocated interpersonal care and concern. With 

respect to affective-based trust, affective foundations for trust consist of emotional 

bonds between individuals.   

Based on their review of studies on the antecedents of interpersonal trust, 

Mayer et al. (1995) grouped those antecedents into three constructs: ability, 

benevolence and integrity. Ability is ―a group of skills, competencies and 

characteristics that enable a party to have influence within some specific domain‖ 

(Mayer et al., 1995, p. 717). Benevolence is the willingness of a trustee to do 

favourable things for the trustor. Therefore, benevolence is the perception of a 

positive orientation of the trustee toward the trustor. Integrity involves the trustor‘s 

perception that the trustee adheres to a set of principles acceptable to the trustor. If 

ability, benevolence, and integrity were all perceived to be high, the trustee would be 

deemed trustworthy. Further, Mayer et al. (1995) argue that the propensity of the 

trustor to trust, and defined as a ―general willingness to trust others‖ (Mayer et al., 

1995, p. 715), may moderate the relationships between the antecedents of trust and 

trust. The model of trust proposed by Mayer et al. (1995), which includes trust‘s 



 46 

antecedents and the moderating variable affecting trust, is presented in Figure 2.5. If 

this theory is applied to the relationship between the subordinates and their superiors 

in the context of PMERS, the level of subordinates‘ trust toward their superiors will 

be dependent upon the superiors‘ ability, benevolence, and integrity in conducting the 

evaluation. The level of trust is also moderated by the subordinates‘ propensity to 

trust their superiors.   

Figure 2.5. Mayer et al.’s trust model 
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Source: Adapted from Mayer et al. (1995) 
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al., 1998, p. 516). From this definition, it can be concluded that Whitener et al. (1998) 

suggest that interpersonal trust is not merely an attitude held by one party toward 

another, but it exists in the parties‘ relationship.  

Whitener et al. (1998) observed five types of trustworthy behaviour: 

consistency, integrity, sharing and delegation of control, communication, and 

demonstration of concern. Applied in the context of PMERS in this thesis, the five 

types of trustworthy behaviour supervisors should exhibit are as follows.  

1. Consistency. Superiors should be consistent over time and across situations.  This 

allows future behaviour by the superior to be predictable which in turn will 

stimulate subordinates to trust their superior. 

2. Integrity. Superiors should (1) tell the truth; and (2) keep promises (see Dasgupta, 

1988). Such actions enhance trust because there is consistency between what the 

superiors say and what they do. 

3. Sharing and delegation of control. This involves participation in decision making 

and delegating control. In agency terms, this control by subordinates reduces the 

risk of opportunism on the part of superiors, and increases the likelihood of 

favourable outcomes for the subordinates. In social exchange theory, since 

sharing and delegation of control are social rewards that the superiors grant to 

subordinates, the subordinates will reciprocate by trusting their superiors. In other 

words, participation is an important determinant of trust. 

4. Communication. The emphasis is on sharing and exchanging ideas. Trust toward 

superiors will be enhanced when subordinates see superiors communicate 
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accurately, explain their decisions thoroughly, and freely exchange thoughts and 

ideas with subordinates.  

5. Demonstration of concern. This aspect is also called benevolence and includes: 

(1) showing consideration and sensitivity for subordinates‘ needs, (2) acting in a 

way that protects the subordinates‘ interests, and (3) refraining from exploiting 

others.  

This theory will be used in chapter 7, 8, and 9, where trust is studied. Chapter 

7 examines whether trust is affected by procedural fairness. In addition, chapter 7 

examines whether trust affects organisational commitment, job satisfaction, and 

performance. Trust is also studied in chapter 8 which examines whether trust is 

affected by performance measures used to evaluate subordinate managers‘ 

performance. Finally, trust is studied in chapter 9 which investigates whether trust is 

affected by participation in target setting and whether trust affects goal commitment. 

2.6. Justice Theory 

This thesis will describe two types of justice theory, i.e. social justice theory 

developed by Rawls (1972) and organisational justice theory introduced by 

Greenberg (1987). 

2.6.1. Social Justice Theory 

This theory of social justice is developed by Rawls (1972) in his book A 

Theory of Justice, a widely-read book of political philosophy and ethics.  This theory 

attempts to solve the problem of distributive justice by utilising a social contract 
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approach. The important concepts in this theory are ―veil of ignorance‖ and ―Justice 

as Fairness‖.  

According to Rawls, justice is the first virtue of social institutions. He offers a 

model of fair choice based on a hypothetical situation in the first instance (the 

original position) whereby individuals engaged in social cooperation operate behind a 

veil of ignorance. Here, people should assume they know nothing about themselves, 

their natural abilities, or position in society (gender, race, nationality, or individual 

tastes). Behind such a veil of ignorance Rawls argues that all individuals are rational, 

free, and morally equal beings.  Rawls claims that in the Original Position people 

would adopt a maximin strategy that maximises the situation of the least well-off. 

Parties would have two principles governing the assignment of rights and duties and 

regulating the distribution of social and economic advantages across society. These 

two principles which lead to the conception of ―justice as fairness‖ are (p. 60): 

1. Each person is to have an equal right to the most extensive basic liberty 

compatible with similar liberty for others (the liberty principle ) and  

2.  Social and economic inequalities are to be arranged so that they are both: 

a) reasonably expected to be to everyone's advantage (The difference 

principle) and b) attached to positions and offices open to all (fair equality 

of opportunity). 

According to Rawls, the basic liberties for citizens are political liberty (the 

right to vote and be eligible for public office) together with freedom of speech and 

assembly, liberty of conscience and freedom of thought, freedom of the person along 

with the right to hold personal property, and freedom from arbitrary arrest and 
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seizures as defined by the concept of the rule of the law (p. 61). These liberties are all 

required to be equal by the first principle, since citizens of a just society are to have 

the same basic rights. With regard to the second principle of justice, he argued that it 

applies, in the first approximation, to the distribution of income and wealth and to the 

design of organisations that make use of differences in authority and responsibility, or 

chains of command. While the distribution of wealth and income need not be equal, it 

must be to everyone‘s advantage, and at the same time, positions of authority and 

offices of command must be accessible to all. Further, he contends that the two 

principles above are to be arranged in a serial order with the first principle prior to the 

second. This mean that a departure from the institutions of equal liberty required by 

the first principle cannot be justified by, or compensated for, by greater social and 

economic advantages. The distribution of wealth and income, and the hierarchies of 

authority, must be consistent with both the liberties of equal citizenship and equality 

of opportunity. Hence all social values - liberty and opportunity, income and wealth, 

and the bases of self-respect - are to be distributed equally unless an unequal 

distribution of any, or all, of these values is to everyone‘s advantage. For Rawls, 

injustice is simply inequalities that are not to the benefit of all. 

Rawls‘ theory is basically distributive justice theory, which is similar to the 

equity theory proposed by Adams (1965). However, they differ in terms of approach. 

Rawls‘ theory is normative while Adams‘ (1965) theory is descriptive.  

2.6.2. Organisational Justice Theory 

The term organisational justice, which refers to people‘s perceptions of 

fairness in organisations, was first introduced by Greenberg (1987). Much of the 
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literature on organisational justice focuses on the antecedents and consequences of 

two types of subjective perceptions: (1) distributive justice, which considers the 

fairness of outcome distributions, and (2) procedural justice, which considers the 

fairness of the procedures used to determine outcome distributions (Colquitt, 2001).  

Distributive justice developed from the work of Adams (1965) on equity 

theory. Equity theory is proposed by Adams (1965) and is based on the assumption 

that man is selfish (Walster et al., 1973). Similar to Rawls‘ social justice theory, this 

theory was introduced to address the consequences of unfair distribution of wealth, 

power, goods, and services in society. More specifically, Adams (1965) questions 

whether the perceived unfairness merely associates with dissatisfaction or whether it 

also has other consequences. If so, what behaviours are predictable from such 

perception?  

Equity exists when a Person perceives that the ratio of his/her outcomes to 

inputs and the ratio of Other’s outcomes to Other’s inputs are equal. Person is any 

individual for whom equity or inequity exists and Other is any individual with whom 

Person is in an exchange relationship, or with whom Person compares him or herself 

when both he/her and Other are in exchange relationship with a third party, such as 

an employer, or with third parties who are considered by Person as being 

comparable, such as employers in a particular industry or geographic area. 

Adams (1965) proposes that in addition to dissatisfaction, Person who 

experiences inequity will have tension which is proportional to the magnitude of 

inequity present. This condition then will motivate Person to achieve equity or to 
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reduce inequity and the strength of motivation to do so will vary depending on the 

magnitude of inequity experienced.  

 With regard to procedural justice, according to Lind and Tyler (1988), the 

origin of the term procedural justice is associated with the work of Thibaut and 

Walker (1975; Thibaut and Walker, 1978). They observed that the term was first used 

by Thibaut et al. (1974) and Thibaut and Walker (1975), and refers to ―social-

psychological consequences of procedural variation, with particular emphasis on 

procedural effects on fairness judgments‖ (Lind and Tyler, 1988, p. 7).  

Thibaut and Walker‘s (1978) procedural justice theory distinguishes between 

disputes that involve conflicting beliefs about objective ―truth‖, and disputes that 

involve objective ―justice‖ (the distribution of outcomes). An example of the first 

type of dispute is a purely scientific dispute. In this dispute, the principal criterion of 

successful dispute resolution is the accuracy or correctness of the decision resulting 

from the procedures. In scientific disputes, the parties are almost in complete 

agreement with respect to their desires or interests. Their concerns are to achieve 

decision-making procedures which yield correct answers, and the accuracy of the 

answers. A critical feature of the procedures for resolving these disputes is that the 

procedures must allow as complete and unbiased an investigation as possible. 

Disputes of this type are also termed ―cognitive conflict‖ (Lind and Tyler, 1988). In 

contrast, in disputes over the distribution of outcomes, the disputants have strong 

conflicting interests. That is, any outcome that satisfies one disputant is likely to be 

opposed by the other disputant. Hence the only standard to resolve this type of 

dispute is that the outcome should be proportional to contribution, as proposed by 
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equity theory. Consequently, the procedures that should be used to resolve these 

disputes are those which promote equitable resolutions of the disputes. Unfortunately, 

there is often no objective standard or a variety of objective standards. Most civil and 

criminal disputes fall into this category. This type of dispute is known as ―conflict of 

interest‖ (Lind and Tyler, 1988). Both cognitive conflicts and conflicts of interest 

involve at least two and often three parties: two disputants and a third-party adviser or 

decision maker. 

With respect to procedural alternatives for resolving conflicts, the most 

significant factor in characterising procedural systems is the distribution of control 

among the procedural group participants. The main attention is to decision control 

and decision over process. The former is measured by ―the degree to which any one 

of the participants may unilaterally determine the outcome of dispute‖ and the latter 

refers to ―control over the development and the selection of information that will 

constitute the basis for resolving the dispute‖ (Thibaut and Walker, 1978, p. 546). For 

cognitive conflicts, Thibaut and Walker (1978) propose that the optimal procedure for 

determining truth is an ―autocratic‖ system. In this system, both process and decision 

control are delegated to a disinterested properly trained third party. On the other 

hand, to resolve conflicts of interest, a procedural system that allows disputants to 

describe their own input or contribution in relation to outcome is more appropriate.  

While the theory of procedural justice developed by Thibaut and Walker 

(1978) is mainly based on research findings in a legal setting, and primarily deals 

with the effects of ―control‖ in dispute resolution, Leventhal (1980) argued that 
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procedural justice is an important determinant of perceived fairness not only in legal 

settings, but also in the context of almost any allocation decisions. According to him, 

procedural fairness is ―an individual‘s perception of the fairness of procedural 

components of the social system that regulate the allocative process‖ (Leventhal, 

1980, p. 35) (emphasis is added). He identifies seven structural components of 

procedural fairness. They are:  

(1) Selection of agents to gather information and make the decision. These agents 

may be elected, or selected by higher authorities. 

(2) Setting ground rules and establishing criteria for receiving an allocation. This 

includes informing potential receivers about the nature of available rewards and 

what must be done to obtain them.   

(3) Gathering information. For this purpose, reliable information about the behaviour 

of the prospective receivers of rewards must be obtained. It is also necessary to 

develop criteria for deciding which types of information constitute usable 

evidence. 

(4) Defining the structure of the final decision process by which reward or 

punishment is allocated. This factor is especially important in the case of 

collective allocation decisions; for example, how to set up group decision rules. 

(5) Processing appeals from the decision. The appeal procedures may be highly 

structured and formal, or quite informal. 

(6) Safeguarding the procedures by monitoring and sanctioning, when required, the 

behaviour of those who participate in the procedures. 
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(7) Providing mechanisms for changing the procedure when it is not working 

properly. 

In addition to the seven structural components of procedural fairness, 

Leventhal (1980) also noted the importance of the justice rule or procedural rule, 

which is defined as ―a belief that allocative procedures are fair when they satisfy 

certain criteria‖ (Leventhal, 1980, p. 39). He proposed six justice rules which can be 

used to evaluate the fairness of allocative procedures. The six justice rules are: 

(1) The consistency rule  

To be fair, a procedure must be applied consistently across persons and across 

time. Consistency across persons is closely related to equality of opportunity. 

This aspect of the consistency rule requires that all parties believe that they have 

the same rights under the procedures and are treated similarly. The aspect of the 

consistency rule of consistency across time requires that the procedure follow the 

same rules, and be enacted the same way, each time it is used. 

(2) The bias-suppression rule 

Although many types of bias might arise, Leventhal focused on two sources of 

bias. They are: (1) self-interest; and (2) blind allegiance to narrow 

preconceptions. Thus, procedures are fair if the decision maker does not have a 

vested interest in any specific decision, and if the decision maker is not so 

influenced by his or her prior beliefs that all points of view do not receive 

adequate and equal consideration. 

(3) The accuracy rule 
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To be fair, procedures should be based on accurate information. Thus, it is 

necessary to base the procedure on ―as much good information and informed 

opinion as possible‖ (Leventhal, 1980, p. 41). 

(4) The correctability rule 

This rule dictates that ―opportunities must exist to modify and reverse decisions 

made...‖ (Leventhal, 1980, p. 44). He suggests that the fairness of a procedure 

will be enhanced to the extent that it contains some provision for correcting bad 

decisions. However, his focus is on grievance and appeal procedure. 

(5) The representativeness rule  

This rule dictates that ―all phases of the allocative process must reflect the basic 

concerns, values, and outlooks of important subgroups in the population of 

individuals affected by the allocative process‖ (Leventhal, 1980, p. 44-45). This 

rule is closely related to power sharing and participatory decision making.  

(6) The ethicality rule 

To be fair, procedures must be compatible with fundamental moral and ethical 

values. Examples mentioned by Leventhal (1980) which are not in accordance 

with the ethicality rule are the use of bribery, deception, invasion of privacy, and 

spying.  

The theory proposed by Leventhal (1980) above, has stimulated the extension 

of procedural justice research from legal settings to organisational settings. Overall, 

these studies found that procedural justice has positive consequences for 

organisations, and that procedural justice judgments affect a variety of very important 

beliefs and attitudes in organisations (Lind and Tyler, 1988; Colquitt et al., 2001).  
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Brockner and Siegel (1996) suggest there are two possible explanations for 

procedural justice effects, namely (1) the self-interest theory (Thibaut and Walker, 

1975), and (2) the group value model (Lind and Tyler, 1988). The main difference 

between these two theories is in their assumptions about human nature, which 

underpin their different answers to the question of why people generally prefer fair 

procedures to unfair procedures. The self-interest model argues that people prefer fair 

procedures because they are motivated to maximise their personal outcome, both in 

the short- and long-term, especially outcomes that are concrete, tangible and material. 

Although Thibaut and Walker‘s (1975) discussion of procedural preferences focuses 

on control, according to Lind and Tyler (1988), what is important in this theory is not 

control per se, but how such control over decisions leads to favourable outcomes. 

Further, they conclude that ―Thibaut and Walker‘s view of procedural justice is based 

on an egoistic conception of the person‖ (Lind and Tyler, 1988, p. 223). This self-

interest model is also referred to as the instrumental model (Tyler, 1987), because 

preference for procedural justice is aimed at gaining favourable outcomes. 

The group value model assumes that people value their group memberships 

not simply for economic reasons, but also for social and psychological reasons.  

Individuals value their memberships in groups because groups provide their members 

with an identity, as well as procedures to validate and reinforce the appropriateness of 

their beliefs and behaviour. Furthermore, a group‘s members appreciate and support 

the procedures used in the group not only because procedures specify authority 

relations, but also because they articulate norms concerning decision making and fair 

treatment within the group. Thus, a sense of procedural justice will be enhanced when 
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procedures accord with fundamental values of the group and individual (Lind and 

Tyler, 1988). This model is also known as a relational model, which suggests that 

―people‘s social/psychological needs are likely to be satisfied when they interact with 

others who are procedurally fair‖ (Brockner, 2002, p. 58). 

These two models will be used in this thesis (chapter 7) to explain the 

consequences of procedural fairness; particularly, how it affects job satisfaction and 

performance. Using the self-interest (instrumental) model, this thesis proposes that 

procedural fairness will affect job satisfaction and performance via distributive 

fairness (fairness of outcomes). The logic is that since people are self-interested, they 

prefer fairer procedures because fair procedures will lead to fair distribution of 

outcomes (Lind and Tyler, 1998) and fair distribution will lead to higher job 

satisfaction (Adams, 1965) and performance (Colquitt et al., 2001; Leventhal, 1976). 

Using the group value model, this thesis also proposes that procedural fairness may 

affect job satisfaction and performance via trust and organisational commitment. The 

reason is that people prefer fairer procedures not merely for economic purposes 

(distribution of outcomes), but because of psychological or emotional factors (value 

group membership), i.e. the importance people attach to group identification and 

affiliation (Lind and Tyler, 1988). Details of previous empirical support will be 

presented in chapter 3. 

With regard to the antecedents of procedural fairness, this thesis heavily relies 

on Leventhal‘s (1980) six procedural justice rules. Broadly speaking, this thesis 

argues that participation in target setting, the transparency of the goal-attainment-

reward link, and goal specificity (clarity) are consistent with procedural justice rules. 
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Hence they are proposed as antecedents of procedural fairness. Detailed arguments 

and empirical support will be presented in chapter 3. 

2.7. Conclusions 

This chapter has reviewed MCS, particularly results controls, in which area this study 

falls, and the development of performance measures and how they may affect 

managers‘ attitudes and behaviours. The empirical evidence on the effects of 

performance measures will be presented in chapter 3. This chapter then presented 

theories which are commonly used in PMERS studies, i.e. agency theory, 

expectancy-valence theory, goal setting theory, interpersonal trust theory, and justice 

theory. Since this thesis does not seek to study the economic aspects of PMERS, 

agency theory will not be used. As the focus of this thesis is on antecedents and 

consequences of procedural fairness, the study relies heavily on organisational justice 

theory. However, since this thesis also studies the transparency of the performance-

reward link, goal commitment, and interpersonal trust, it also uses expectancy theory, 

goal setting theory, and interpersonal trust theory. 

The next chapter will present the hypotheses to be tested and their theoretical 

and empirical supports. 
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CHAPTER 3: LITERATURE REVIEW AND 

HYPOTHESES DEVELOPMENT 
 

3.1. Introduction 

This chapter reviews the relevant literature leading to the development of hypotheses. 

In doing so, this chapter follows the main research objectives and groups the reviews 

into: (1) procedural fairness and its antecedents; and (2) procedural fairness and its 

consequences. In the first group, it will review literature in order to link procedural 

fairness to participation in target setting, transparency of the goal-attainment-reward 

link, goal specificity, and performance measure use. In the second group, it will 

review the literature on the relationship between procedural fairness and job 

satisfaction and performance. This will be followed by a review of literature 

exploring linkages of several attributes with behaviours outlined in the various paths 

of the research model, including: 

 - procedural fairness with distributive fairness, 

 - distributive fairness with job satisfaction, 

 - procedural fairness with trust, 

 - trust with job satisfaction, 

 - procedural fairness with organisational commitment, 

 - organisational commitment with job satisfaction, 

 - trust with organisational commitment, 

 - distributive fairness with organisational commitment, 

 - distributive fairness with performance, 
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 - trust with performance, and 

 - organisational commitment with performance. 

 The relationships between these variables were presented in the main model in 

chapter 1 and are reproduced below (Figure 3.1).  

Figure 3. 1. The relationships among variables studied 
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identify the empirical research gaps which are to be addressed by this thesis as 

captured in research objective 3. 

3.2. Reliance on Performance Measures and Managers’ Attitudes 

and Behaviours 

As mentioned in chapter 2, the attitudinal and behavioural effects of reliance on 

accounting performance measures (RAPM) has been widely studied (for reviews, see, 

for example, Otley and Fakiolas, 2000; Hartmann, 2000; Vagneur and Peiperl, 2000; 

Noeverman et al., 2005). The stream of studies in this area emanates from the seminal 

work of Hopwood (1972) and the contrary findings of Otley (1978). Hopwood‘s 

(1972) study examined whether the dysfunctional behavioural effect of performance 

evaluation is a necessary consequence of using accounting data in performance 

evaluation, or whether it depends on the manner in which the accounting data is used. 

He found that a Budget-Constrained style is positively associated with subordinates‘ 

job-related tension and speculated that such conditions will negatively affect 

subordinates‘ performance. Otley (1978) attempted to replicate and extend 

Hopwood‘s study with some modifications in variable specification and method. 

Contrary to Hopwood, he found that a Budget-Constrained style was not associated 

with subordinates‘ job-related tension, but was associated with higher subordinate 

manager performance. These early studies motivated others to explore and develop 

the research issue with various dependent variables, such as performance (e.g. 

Brownell, 1982b; Brownell and Hirst, 1986; Dunk, 1989; Brownell and Dunk, 1991; 

Lau et al., 1995), job satisfaction (e.g. Brownell, 1982b; Harrison, 1992), job-related 

tension (e.g. Brownell and Hirst, 1986; Harrison, 1992; Ross, 1994), and 
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organisational commitment (e.g. Subramaniam and Mia, 2003). In addition, some 

studies introduced moderating variables, such as budgetary participation (Brownell, 

1982b), participation and task uncertainty (Brownell and Dunk, 1991; Lau et al., 

1995), trust (Ross, 1994), and manager‘s work-related values (Subramaniam and Mia, 

2003).  

 Brownell (1982) contended that the association between supervisory 

evaluative style and organisational effectiveness (subordinates‘ performance and job 

satisfaction) is contingent on budgetary participation. Based on operant conditioning 

theory and balance theory, he argued that compatible combinations of high (low) 

budget emphasis budgetary participation outperformed incompatible combinations. 

Using a sample of 48 managers from a large manufacturing company in the USA, his 

results indicate a significant interaction effect of supervisory evaluative style and 

budgetary participation on managerial performance. However, he did not find a 

significant interaction effect of supervisory evaluative style and budgetary 

participation on job satisfaction. 

 A study by Brownell and Hirst (1986) attempted to assess the extent to which 

Brownell‘s (1982) finding on the interaction effects of supervisory evaluative style 

and budgetary participation on performance depends on the level of task uncertainty. 

They also examined whether there is a three way interaction of supervisory evaluative 

style, budgetary participation and the level of task uncertainty affecting job-related 

tension. Surveying 92 managers across various functions of a manufacturing 

company headquartered in Sydney, their results show a three-way interaction 

between participation, budget emphasis and task uncertainty affecting job-related 
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tension. Further analysis indicated that a compatible combination of high budget 

emphasis and high budget participation or low budget emphasis and low 

participation, in situations of low task uncertainty, lead to lower job-related tension 

compared with a less compatible combination.  In contrast, in situations of high task 

uncertainty, job-related tension is related to the degree of budgetary participation. 

However, they found no significant two-way interaction between participation and 

budget emphasis, or three-way interaction between participation, budget emphasis, 

and task uncertainty, affecting performance.  

Dunk‘s (1989) study replicates that of Brownell (1982) in terms of the 

interaction effect of budget emphasis and participation on managerial performance. 

Surveying production managers in each of 30 firms randomly selected from 

consumer product manufacturing organisations located in the UK, he found a 

significant interaction effect of budget emphasis and participation on performance. 

However, whilst Brownell (1982) found that a compatible combination of high (low) 

participation and high (low) budget emphasis positively affects performance, Dunk 

(1989) found it negatively affects performance.  

Brownell and Dunk‘s study (1991) is similar to that of Brownell and Hirst 

(1986) except in one important aspect.  While Brownell and Hirst (1986) studied task 

uncertainty, Brownell and Dunk (1991) studied task difficulty. Using a sample of 118 

managers from 61 manufacturing companies located in Sydney their results show a 

significant three-way interaction between budgetary participation, budget emphasis, 

and task difficulty affecting subordinates‘ performance.  
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An important issue concerning the results of Brownell‘s (1982) study is 

whether these results are generalisable across cultures. To respond to such concerns, 

Harrison (1992) conducted a cross-cultural study. The purpose of his study was to 

examine the cross-cultural generalisability of the effect of participation on the 

relationship between budget emphasis in superior evaluative style and subordinates‘ 

work-related attitudes (job tension and job satisfaction). Using Hofstede‘s (1980) 

framework of culture, Harrison hypothesised that the influence of participation on the 

relationship between budget emphasis in superior evaluative styles and subordinate 

job-related tension and job satisfaction is independent of culture. To test these 

hypotheses, he surveyed middle-level managers in the merchandising and buying 

functions of department and retail stores in Singapore (142 managers) and Australia 

(137 managers). His results supported the expectation that the influence of 

participation on the relationship between budget emphasis in superior evaluative 

styles and subordinate job-related tension and job satisfaction was independent of 

culture.  

Ross (1994) argues that trust can also be an important factor in moderating the 

effect of performance evaluation style on subordinates‘ job-related tension. Using 

224 senior managers from 18 Australian organisations, he conducted a study to 

ascertain whether the effects of different styles of performance evaluation on the level 

of job-related tension were affected by the level of trust. His results indicate a 

significant interaction between trust and performance evaluation style, as well as a 

significant main effect of trust, affecting job-related tension. Further analysis shows 

that job-related tension was low when either a budget-constrained or profit-conscious 
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performance evaluation style was used in conjunction with high levels of trust. In 

addition, when the level of trust was low, there was no significant effect of 

performance evaluations styles on job-related tension. These results are important 

because they suggest that it is the level of trust, instead of performance evaluative 

styles, which determines the level of job-related tension. 

Another study to test the generalisability of research findings across cultures 

was conducted by Lau et al. (1995). Using a sample of 240 managers from 80 

Singapore manufacturing companies, their results indicate a significant three-way 

interaction between budget emphasis, participation and task difficulty affecting 

managerial performance.   

Otley and Pollanen (2000) observed that previous studies on supervisory 

evaluative style tended to extend rather than to repeat or replicate previous studies. 

Arguing that replication studies are important, they replicate five of the previous 

studies (Brownell, 1982; Brownell and Hirst, 1986; Dunk, 1989; Brownell and Dunk, 

1991; and Harrison, 1992) using similar measures and models. Surveying 176 senior 

administrators of universities and colleges in the province of Ontario, Canada, having 

significant budgetary responsibilities, they found results that are different in many 

aspects to those of previous studies. While Brownell (1982) found no interactive 

effect of budget emphasis and participation on job satisfaction, Otley and Pollanen 

found a significant effect. However they did not find support for: (1)  Brownell 

(1982) who found a positive effect of the interaction of budget emphasis and 

participation on performance, (2) Brownell and Hirst (1986) who found a significant 
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three-way interaction of  budget emphasis, participation, and task uncertainty on job 

related tension, (3) Dunk (1989) who found a significant interaction effect of budget 

emphasis and participation on performance, and (4) Harrison (1992) who found a 

significant interaction effect of budget emphasis and participation on job satisfaction, 

and with regard to job-related tension, found a three-way interaction of participation, 

budget emphasis and task uncertainty on job-related tension. Otley and Pollanen, 

however, found a similar finding to Brownell and Dunk (1991) in terms of  a three-

way interaction of budget emphasis, participation, and task uncertainty significantly 

affecting managerial performance. 

Subramaniam and Mia (2003) introduced a new dependent variable, i.e. 

organisational commitment, to this stream of research. They argued that the effect of 

budget emphasis on organisational commitment is affected by the level of work-

related value for innovation. Using a sample of 109 managers from Australian 

manufacturing companies they found that budget emphasis interacted with work-

related value for innovation to affect organisational commitment, i.e. the adoption of 

low budget emphasis led to high organisational commitment when managers‘ WRV 

for innovation was high, but not when managers‘ WRV for innovation was low. 

The main conclusions to be drawn from the supervisory evaluative style or 

RAPM studies are that (1) the majority of studies were conducted using samples from 

private sector organisations, particularly manufacturing companies; (2) the 

independent variables mostly studied are managerial performance, job satisfaction, 
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and job-related tension; (3) there are few conclusive findings in this stream of 

research.
5
 

In line with the introduction of multiple performance measures (MPM), such 

as the balanced scorecard, some studies sought to investigate the behavioural and 

attitudinal effects of MPM. For example, Hall (2008) and Burney and Widener 

(2007) investigated the effect of MPM on individual managers who use such systems 

to manage organisations. Hall (2008) examined how comprehensive performance 

measurement systems (PMS) affect managerial performance. He proposed that the 

effect of comprehensive PMS on managerial performance is indirect through the 

mediating variables of role clarity and psychological empowerment. Surveying 83 

Australian strategic business unit managers, they found that a comprehensive PMS is 

indirectly related to managerial performance through the intervening variables of role 

clarity and psychological empowerment. This result highlights the role of cognitive 

and motivational mechanisms in explaining the effect of comprehensive PMS on 

managerial performance. Burney and Widener (2007) examined the effects of 

strategic performance measurement systems (SPMS), which contained multiple 

performance measures and linked with company strategy, on managerial 

performance. Surveying the members of the Institute of Management Accountants 

they found that SPMS positively affects performance via levels of job-relevant 

information (JRI) and role ambiguity (RA). When managers have SPMS they 

                                                 
5
 Review papers attribute this to factors such as different conceptualisations and measurements of 

RAPM, theoretical flaws and overemphasis on statistical matters, and the use of small samples (see for 

example Briers and Hirst, 1990; Hartmann, 2000; Otley and Fakiolas, 2000; Otley and Pollanen, 2000; 

Vagneur and Peiperl, 2000; Derfuss, 2009). 
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perceive that they have higher levels of JRI and lower levels of RA. In turn, 

performance is higher when managers perceive that their RA is lower.  

Other studies (e.g. Lipe and Salterio, 2000; Banker et al., 2004) have 

investigated the effects of MPM, i.e. balanced scorecard, on the behaviour of 

superiors in their evaluation of the performance of business units or subordinate 

managers. Using an experimental design Lipe and Salterio (2000) found that MPM 

biases superiors‘ judgment when comparing performance across different business 

units, i.e. superiors tend to use common measures rather than unique measures 

designed for business units. Following up the study by Lipe and Salterio (2000), 

Banker et al. (2004) conducted an experiment to assess how individuals' evaluations 

of the performance of business unit managers depend on strategically linked 

performance measures of a balanced scorecard. Statistical test results indicate that 

performance evaluations are influenced by strategically linked measures more than 

non-linked measures only when evaluators (superiors) are provided with detailed 

information about business unit strategies. Their results also confirm Lipe and 

Salterio's (2000) finding that evaluators (superiors) rely more on common measures 

than on unique measures. However, evaluators will rely more on strategically linked 

measures than on common measures when they are provided with information on 

strategic linkages, but the reverse relation holds when they are not.  

Moers (2005) investigated the impact of performance measure diversity and 

the use of subjective performance measures on performance evaluation bias. Using 

archival data of a privately held Dutch industrial firm focused on maritime activities, 

he found that both performance measure diversity and subjectivity are positively 
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related to performance evaluation bias. More specifically, he found that the use of 

multiple objective performance measures and subjective performance measures are 

related to more compressed performance ratings and more lenient performance 

ratings. 

Overall the review of studies on the behavioural effects of MPM indicates 

that: (1) the focus of these studies is typically on the managers who use the systems 

and superiors who use MPM to evaluate subordinates‘ performance; (2) MPM affects 

behaviour.  

3.3. Empirical Research Gaps 

Whilst RAPM has been extensively studied, most of the studies draw on 

samples derived from private sector organisations and there is a lack of empirical 

research conducted in public sector organisations, particularly in the police service 

environment. This thesis seeks to address the gap in the literature by examining the 

effects of financial measures within a police force in the UK.  In addition to financial 

measures, this thesis examines the effect of nonfinancial measures as suggested by 

Hartmann (2000) and Otley and Pollanen (2000). For example, Hartmann (2000) 

advocates: 

― Based on RAPM (Reliance on Accounting Performance Measures), 

research-specific hypotheses could be formulated about the usefulness of 

having multiple performance indicators…about the effect of having non-

financial or non-quantitative performance targets … So far, both theory 

development and empirical evidence…are limited‖ (p. 477). 

 

In particular, this thesis (chapter 9) investigates whether performance 

measures (financial and nonfinancial) used to evaluate subordinates‘ performance 



 71 

affect procedural fairness, trust, and organisational commitment. The police service is 

selected because compared with most public sector organisations the police service 

has received relatively little accounting research attention (van Helden, 2005). The 

examination of this issue is important because whilst private sector organisations 

have typically moved their emphasis on performance measures from a mainly 

financial focus to include nonfinancial measures, such as the balanced scorecard 

(Rigby and Bilodeau, 2005; Rigby and Bilodeau, 2007), public sector organisations 

have moved from heavily relying on nonfinancial measures to include financial 

measures (see, for example, Modell, 2005; Lapsley, 1999). In the case of the police 

force, however, whilst financial measures, i.e. budgets, are considered important, 

nonfinancial measures still dominate (Chatterton et al., 1996; Home Office, 2004).  

While MPM has received considerable attention, most of the studies examine 

it either from the perspective of the organisation (Hoque and James, 2000; Ittner et 

al., 2003; Davis and Albright, 2004; Chenhall, 2005; Van der Stede et al., 2006) or 

managers who use MPM (e.g. Hall, 2008; Burney and Widener, 2007) or the superior 

who evaluates subordinate performance (e.g. Lipe and Salterio, 2000; Banker et al., 

2004; Moers, 2005). There is a lack of empirical research which investigates the 

effect of MPM on the attitudes and behaviours of subordinates whose performance is 

evaluated using MPM (Cheng et al., 2007). This gap will be addressed in chapter 10 

which examines the relationship between MPM and subordinates‘ performance. 

As previously mentioned in chapter 1, there are inconclusive, even 

contradictory, prior empirical findings on whether performance measures are 

associated with perceived fairness (See Hopwood, 1972; Otley, 1978; Lau and 
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Sholihin, 2005; Lau and Moser, 2008). Whilst Hopwood (1972) found that 

supervisory evaluative style is associated with fairness perception, Otley (1978) did 

not find such association. Likewise, whilst Lau and Moser (2008) found that 

nonfinancial measures are positively associated with procedural fairness and 

contended that financial measures may be negatively associated with procedural 

fairness, Lau and Sholihin (2005) found that both nonfinancial and financial measures 

are positively associated with procedural fairness. In addition, whilst Hopwood 

(1972) found that the association between nonaccounting style and fairness is higher 

than that of the budget-constrained style and fairness, Lau and Sholihin (2005) found 

that the effect of financial measures on fairness was actually higher than that of 

nonfinancial measures. Hartmann and Slapnicar (2009) argue that procedural fairness 

and trust are not affected by performance measures or metrics used to evaluate 

subordinates‘ performance but are affected by the degree of formality in the use of the 

performance evaluation system. Whilst their empirical findings support their 

proposition in relation to trust, the findings, however, do not support their argument 

that procedural fairness is affected by the degree of formality in the use of the 

performance evaluation system. 

Extending Hartmann and Slapnicar‘s (2009) arguments, this thesis contends 

that procedural fairness is influenced by various other components of PMERS - such 

as how the performance targets are set, the clarity or specificity of the goals contained 

in the performance measures, and the transparency of the goal-attainment-reward 

link. This will be examined in chapter 6, which investigates the determinants of 

procedural fairness.  



 73 

Chapter 7 of this thesis examines how procedural fairness affects job 

satisfaction and performance. A similar issue has been examined by Lau et al. (2008), 

who argue that procedural fairness affects job satisfaction via two distinctive 

processes, i.e. outcome-based process (via distributive fairness) and non-outcome-

based process (via trust and organisational commitment). However, their model is 

deemed incomplete because it does not include the indirect effect of distributive 

fairness on job satisfaction via organisational commitment as suggested by the 

organisational justice literature (see Colquitt, 2001). Hence this thesis refines their 

model. Secondly, their model does not include performance as the consequence of 

procedural fairness, which is ―… the most unclear of all relationships in the 

organisational justice literature‖ (Colquitt et al., 2001, p. 430). Therefore, this thesis 

includes performance in the model. Third, their samples were drawn from senior 

managers in the health services sector in an Australian state. Hence the 

generalisability of their findings needs to be tested in other contexts. Moreover, 

perceptions of fairness are context-dependent (Colquitt and Jackson, 2006) and ―a 

universal concern of justice…. does not mean that all justice effects are necessarily 

generalisable …‖ (Leung, 2005, p. 557). The thesis addresses this issue by employing 

a sample covering different countries and different managerial levels from those of 

Lau et al. (2008). 

As mentioned in chapter 2, Kominis and Emmanuel (2007) extended the 

traditional expectancy-valence model by including the elements of PMERS and tested 

the extended model. To advance understanding on this important and complex issue, 

Kominis and Emmanuel (2007) recommend that ―future research should … extend 



 74 

the scope …  by considering the direct and indirect impact of other facets of the target 

setting process, such as managerial participation in target setting, on managers‘ 

motivation‖ (p. 71, emphasis added). To respond to this concern, this thesis (chapter 

9) investigates how participation in target setting affects managers‘ motivation. 

Specifically, this study examines whether the effect of participation in target setting 

on goal commitment is direct or indirect via perceived fairness in performance 

evaluation procedures (procedural fairness) and interpersonal trust. This chapter is 

also an extension of Harmann and Slapnicar (2009) who suggest that ―future studies 

may look into the relationships between performance evaluation systems and trust in 

further detail‖ (p. 13). Whilst they found that formality of target setting is positively 

associated with trust, this thesis studies a certain type of target setting, i.e. 

participatory target setting. 

The next section will present the hypotheses to be tested based on a review of 

the relevant literature. 

3.4. Antecedents of Procedural Fairness 

Figure 3.1 presents four possible antecedents of procedural fairness – participation in 

target setting, transparency of the goal-attainment-reward link, goal specificity, and 

the use of performance measures, each of which is discussed in turn, together with 

their hypothesised association with procedural fairness. 

3.4.1. Participation in target setting and procedural fairness  

Participation in organisational decision making has long been the interest of 

academics from various disciplines. In the management accounting and control 



 75 

system area, most participation studies are devoted to budgetary participation 

(participative budgeting) which is usually defined as ―a process in which a manager is 

involved with, and has influence on, the determination of his or her budget‖ (Shields 

and Shields, 1998, p. 49). Among the first empirical studies in budgetary participation 

is that conducted by Argyris (1952), which investigated organisational and 

behavioural effects of participative budgeting on subordinates. The results suggest 

that participation can function as a control device as well as a remedy for the 

dysfunctional effects of budgets.  

Shield and Shield (1998) observed that subsequent studies in this area have 

sought to explain how participative budgeting affects various attitudes and behaviours 

using theories drawn from economics, psychology, and sociology. Economic theory 

assumes that a subordinate knows more about his or her task and task environment 

than his or her superior. Under economic theory, budgetary participation is seen as a 

mechanism to reduce vertical information asymmetry because participation allows 

the superior to gain information, i.e. reduce uncertainty, about the subordinate‘s task 

and task environment (Christensen, 1982; Baiman and Evans, 1983; Penno, 1984; 

Kirby et al., 1991). In addition, under economic theory participation is also seen as a 

mechanism to reduce horizontal information asymmetry by enabling the superior to 

gain information about subordinates‘ interdependent tasks and thus coordinate their 

budgets (Kanodia, 1993). 

Theories drawing on psychology view budgetary participation as having value 

attainment, cognitive, and motivational roles (Locke and Schweiger, 1979; Locke and 

Latham, 1990). The value attainment perspective argues that participation engenders 
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feelings of self-respect and equality among subordinate managers because they are 

allowed to express their views. With the motivational role, participation is predicted 

to increase trust in superiors, a sense of control, and ego-involvement with the 

organisation which lead to less resistance to change and more acceptance of, and 

commitment to, the budget decision, which improves performance. The cognitive 

perspective assumes that participation will increase the quality of decision making as 

a result of information sharing between superiors and subordinates.  

Sociological theories, with the contingency theory of organisation as their 

underpinning theoretical framework (Hopwood, 1974; Brownell, 1982a; Otley and 

Wilkinson, 1988; Fisher, 1995), view participative budgeting as a consequence of 

organisational context (e.g. environment uncertainty) and structure (e.g. 

decentralisation, functional differentiation). Therefore, participative budgeting is used 

as a mechanism to integrate an organisation and to coordinate the actions of its 

subunits (Lawrence and Lorsch, 1967; Brownell, 1982a). 

While the majority of prior accounting studies conceptualise participation as 

budgetary participation (Shields and Shields, 1998; Hartmann and Moers, 1999; 

Derfuss, 2009), in this study, participation is conceptualised as participation in setting 

performance goals or targets, which include financial and nonfinancial targets. This 

thesis argues that participation in target setting is positively associated with perceived 

procedural fairness. As mentioned in chapter 2, procedural fairness can be 

conceptualised as the judgments on the fairness of those social norms which deal with 

how decisions are made and how individuals are treated by authorities and other 

parties (Lind and Tyler, 1988). However, since this study specifically deals with the 
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performance evaluation and reward system, Folger and Konovsky‘s (1989) definition 

of procedural fairness is adopted, namely, the perceived fairness of the means and 

procedures used to determine the amount of reward or compensation employees 

receive, i.e. the fairness of all aspects of the organisation‘s procedures that are used 

by the superior to evaluate a subordinate‘s performance, to communicate 

performance feedback and to determine the subordinate‘s rewards such as promotion 

and pay increases. 

Leventhal (1980), as mentioned in chapter 2, argued that the perception of 

procedural fairness will be affected by six rules: consistency, bias, accuracy, 

correctability, representativeness, and ethicality of the procedures. The consistency 

rule states that, to be fair, a procedure must be applied consistently across persons and 

across time. This implies that all parties have the same rights under the procedures 

and are to be treated similarly, and that the procedure is to be enacted the same way 

each time it is used. The bias-suppression rule stipulates that procedures are fair if the 

decision maker does not have a vested interest in any specific decision, and if the 

decision maker is not influenced by prior beliefs. The accuracy rule states that, to be 

fair, procedures should be based on as much good information and informed opinion 

as possible, while the correctability rule states that opportunities must exist to modify 

and reverse decisions made.  The representativeness rule stipulates that ―all phases of 

the allocative process must reflect the basic concerns, values, and outlook of 

important subgroups in the population of individuals affected by the allocative 

process‖ (Leventhal, 1980, p. 44-45). This rule is closely related to power sharing and 
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participatory decision making. Finally, the ethicality rule states that to be fair, 

procedures must be compatible with fundamental moral and ethical values.  

Most of the above requirements for procedural fairness can be promoted 

through participation in target setting. For example, participation is consistent with 

the representativeness, correctability, accuracy and bias-suppression characteristics in 

that it permits subordinates to reflect their concerns and values, gives opportunity to 

modify decisions, can be used as a way to share information, and provides 

opportunity for subordinate managers to correct any inappropriate prior beliefs held 

by their superiors.  It is therefore reasonable to propose that participation is positively 

associated with procedural fairness. Additionally, Lind and Tyler (1988, p. 236) 

argue that ―the opportunity to exercise voice (participation) constitutes a visible 

marker of group membership . . . mute procedures are seen as … unjust because they 

appear to deny full membership rights to those denied voice‖ (parentheses added); 

and ―…one of the most potent determinants of the procedural fairness of a social 

decision-making procedure is the extent to which those affected by the decision are 

allowed to participate in the decision-making process through the exercise of process 

control or voice‖ (p. 176). Similarly, Early and Kanfer (1985) argue that since 

participation gives opportunity for input, it provides the individual with perceived 

mastery or control over a situation; thus participation may enhance perceived 

fairness.  

Wentzel (2002), studying 88 cost centre managers of a downsized hospital in 

the US, found that budget participation is positively associated with procedural 

fairness. Similar results were found by Lau and Tan (2006) among managers of 
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manufacturing companies in Singapore. This study therefore argues that a positive 

association holds between participation in setting targets and procedural fairness. 

Ha1:  Participation in target setting is positively associated with procedural 

fairness. 

 

3.4.2. Transparency of goal-attainment-reward link and procedural fairness 

The management accounting and control systems literature (e.g. Atkinson et 

al., 2001; Emmanuel et al., 1990; Merchant and Van der Stede, 2003) distinguishes 

between extrinsic and intrinsic rewards. Intrinsic rewards refer to ―those that come 

from within an individual and reflect satisfaction from doing the job…‖ (Atkinson et 

al., 2001, p. 412) while an extrinsic reward is ―any reward that one person provides to 

another to recognise a job well done‖ (Atkinson et al., 2001, p. 413).  

The performance evaluation and reward system is an important component of 

the management control system designed to motivate organisational members to 

perform better and in accordance with the organisation‘s objectives (Otley, 1999; 

Merchant and Van der Stede, 2003). According to Emmanuel et al. (1990) and 

Merchant and Van der Stede (2003), one of the principal means to motivate 

subordinates towards effective performance is to link organisational rewards to the 

level of performance achieved. This implies that the link between performance 

achievement and rewards should be transparent. A recent empirical study by Kominis 

and Emmanuel (2007) using a sample of middle managers in a large UK-based 

financial institution found that the effect of transparency in the performance-rewards 

link on motivation is indirect via the value of extrinsic rewards. In other words, the 

results of Kominis and Emmanuel‘s (2007) study suggests that the effect of 
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transparency in the performance-rewards link on motivation may be mediated by 

other variables, and in their study this was the value of extrinsic rewards. 

In addition to the motivational benefits, Merchant and Van der Stede (2003) 

argue that performance-dependent rewards offer informational and personnel 

benefits. With informational benefits, rewards are expected to attract the employees‘ 

attention and inform or remind them of the relative importance of managing what are 

often competing result areas, such as costs, quality, customer service, asset 

management, and future growth. Personnel-related benefits refer to the ability of 

performance-dependent rewards to attract employees with certain characteristics. For 

example, for employees with an entrepreneurial, rather than risk-averse, spirit who 

are confident in their ability to deliver superior results, it is better to design a 

compensation package with below average base salaries but strong performance-

dependent rewards. This design will allow employees to earn above average total 

compensation if they attain excellent performance. 

The motivational process of (extrinsic) rewards has been explained by 

expectancy theory which postulates that motivation is a function of expectancy and 

valence (for the detailed theory, see chapter 2). Expectancy is ―a momentary belief 

concerning the likelihood that a particular act will be followed by a particular 

outcome‖ (Vroom, 1964, p.17) and valence refers to affective orientations people 

hold concerning outcomes. In other words, valence is the attractiveness of the 

possible outcomes or incentives (Porter and Lawler, 1968; Chung, 1977). In line with 

expectancy theory, Merchant and Van der Stede (2003) argue that to have 
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motivational impact a reward should be valued, be large enough to have impact, 

understandable, timely, durable, reversible, and cost-efficient.  

Drawing on Emmanuel et al.‘s (1990) contention and extending Kominis and 

Emmanuel‘s (2007) findings this thesis argues that the transparency in the goal-

attainment-reward link is likely to enhance motivation via perceived procedural 

fairness. This is because a transparent rewards system should be consistent, unbiased, 

and accurate, all of which are characteristics of procedural fairness (Leventhal, 1980). 

Therefore, this thesis hypothesises that transparency of the goal-attainment-reward 

link will be positively associated with procedural fairness. 

Ha2:  Transparency of the goal-attainment-reward link will be positively 

associated with procedural fairness. 

 

3.4.3. Goal specificity and procedural fairness 

Goal specificity refers to ―the extent to which the goals are clearly defined by a 

supervisor‖ (Fang et al., 2005). In the context of PMERS the goals can be financial or 

nonfinancial. Organisations which develop and adopt specific performance measures, 

whether financial or nonfinancial, for performance evaluation are more likely to 

develop specific goals and targets for employees to pursue, than organisations which 

have no specific performance measures for performance evaluation. Further, the 

existence of pre-specified goals is likely to provide clearer understanding (goal 

clarity) for organisational members and indicate how they will be evaluated. In 

addition, goal specificity and clarity informs employees of their responsibilities and 

performance targets. In other words, the existence of specific goals will guide 

employees on where they should direct their attention and effort. 
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In relation to procedural justice, the existence of goal specificity/clarity is in 

line with the consistency and the bias-suppression rules, as a specific goal is likely to 

facilitate the application of procedures consistently across time and persons and be 

less biased and less subjective. In addition, the existence of specific goals indicates 

that there is a standard to follow which provides opportunity for managers to 

challenge/rebut evaluation. An empirical study by Greenberg (1986) with samples of 

middle managers in the US found that ability to rebut/challenge evaluation and 

consistent application of standard are among determinants of perceived procedural 

fairness. Hence this thesis hypothesises that goal specificity is positively associated 

with procedural fairness. 

Ha3: Goal specificity is positively associated with procedural fairness. 

3.4.4. Performance measure type and procedural fairness 

As mentioned in chapter 1, the association between the use of performance measures 

for managerial performance evaluation and fairness has been studied by Hopwood 

(1972), Otley (1978), Lau and Sholihin (2005) and Lau and Moser (2008). Hopwood 

(1972) studied whether supervisory evaluative style (how superiors evaluate the 

performance of subordinates) affects the subordinates‘ perception of fairness of the 

performance evaluation processes. In doing so, Hopwood (1972) constructed three 

categories of performance evaluation style: Budget-Constrained (BC) style 

(accounting data, i.e. budget is used in a rigid manner), Profit-Conscious (PC) style 

(accounting data is used in a more flexible manner), and Non-Accounting (NA) style 

(accounting data is seen as being of secondary importance). Drawn from cost centre 
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managers of a manufacturing company in the USA, his results indicated that 

supervisory evaluative style is associated with perceived fairness. In particular, he 

found that the association between NA and fairness is higher than that of BC and 

fairness. However, the association between NA and fairness is lower than that of PC 

and fairness.   

A similar study was conducted by Otley (1978). He examined whether 

supervisory evaluative style is associated with fairness perception. Using a sample of 

profit centre managers of a UK manufacturing company his results indicated that 

supervisory evaluative style is not significantly associated with perceived fairness of 

the performance evaluation process.  

Lau and Sholihin (2005) investigated whether the use of different 

performance measures, financial and nonfinancial, have similar effects on procedural 

fairness. Surveying managers who are functional heads of Indonesian manufacturing 

companies they found that both financial and nonfinancial measures are positively 

associated with procedural fairness and the effect of financial measures on fairness 

was higher than that of nonfinancial measures. 

A recent study by Lau and Moser (2008) argued that the use of nonfinancial 

(nonaccounting) performance measures for subordinate performance evaluation may 

lead to higher perceptions of fairness in performance evaluation processes 

(procedural fairness). They argue that nonfinancial measures are more consistent with 
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the six procedural fairness rules/criteria proposed by Leventhal (1980)
6
 because 

nonfinancial measures (1) lead to performance appraisals that are based on complete 

and accurate information, (2) reflect employees‘ long-term interest, (3) contain some 

provisions to appeal against and rectify unfair appraisals, (4) reflect performance 

within employees‘ control, (5) protect employees‘ interests, and (6) indicate polite 

and dignified treatment of individuals. Their empirical results support the view that 

the use of nonfinancial measures is positively associated with procedural fairness.  

Most of the available literature on the association between performance 

measures and procedural fairness suggests that the use of performance measures, both 

financial and nonfinancial, is positively associated with perceived procedural 

fairness. The following hypotheses therefore will be tested: 

Ha4: The use of financial performance measures is positively associated with 

procedural fairness. 

Ha5: The use of nonfinancial performance measures is positively associated 

with procedural fairness. 

 

3.5. Consequences of Procedural Fairness 

The literature review now considers the variables outlined in Figure 3.1 concerning 

the consequences of procedural fairness in the performance evaluation process. These 

comprise the following paths: (1) procedural fairness with job satisfaction and 

performance, (2) procedural fairness with distributive and distributive fairness with 

job satisfaction, (3) procedural fairness with trust, (4) trust with job satisfaction, (5) 

procedural fairness with organisational commitment, (6) organisational commitment 

                                                 
6
 The six procedural fairness rules/criteria are: consistency, representativeness, bias suppression, 

accuracy, correctability, and ethicality. Detailed discussions of these criteria have been presented in 

chapter 2. 
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with job satisfaction, (7) trust with organisational commitment, (8) distributive 

fairness with organisational commitment, (9) distributive fairness with performance, 

(10) trust with performance, and (11) organisational commitment with performance.  

3.5.1. Procedural fairness, job satisfaction and performance 

Job satisfaction is defined by Locke (1976, p. 1297) as ―a pleasurable or 

positive emotional state resulting from the appraisal of one‘s job or job experience‖. 

Based on their review of the procedural fairness literature, Lind and Tyler (1988) 

conclude that ―job satisfaction is one of the principal consequences of procedural 

fairness (p. 177)‖. Tang and Sarfield-Baldwin (1996, p. 30) similarly argued that, 

―…if managers can apply rules fairly and consistently to all employees and reward 

them based on performance and merit without personal bias, then employees will 

have a positive perception of procedural justice, which may lead to a higher 

satisfaction…‖. 

An empirical study by Alexander and Ruderman (1987) investigated the 

relationship between fairness and various organisational outcomes using government 

employees at six US Federal installations. They found that procedural justice 

significantly affects job satisfaction. Similar findings within a management 

accounting context were also found by Lau and Sholihin (2005) and Lau et al. (2008). 

Using a sample of managers of Indonesian manufacturing companies, Lau and 

Sholihin (2005) found that procedural fairness is positively associated with job 

satisfaction. This is supported by Lau et al.‘s (2008) study using a sample of health 

service managers in an Australian state. However, further analysis of these studies 
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found that the effect of procedural fairness on job satisfaction is indirect and 

mediated by other variables, i.e. trust (Lau and Sholihin, 2005) and distributive 

fairness, trust, and organisational commitment (Lau et al., 2008). Following Lau and 

Sholihin (2005) and Lau et al. (2008), this thesis proposes that procedural fairness 

affects job satisfaction, but that the effect may well be indirect via (1) fairness of 

outcomes (distributive fairness) and (2) trust in superior and organisational 

commitment, as will be discussed later. 

With regard to performance, prior empirical studies in various contexts have 

found that procedural fairness affects performance (Lind and Tyler, 1988). Within an 

accounting context, Libby (1999; Libby, 2001), Wentzel (2002) and Little et al. 

(2002) found that procedural fairness influenced performance. Expectancy theory 

suggests that when subordinates perceive that the procedures used to evaluate their 

performance are fair, they are motivated to perform better (Vroom, 1964; Porter and 

Lawler, 1968). Thus, with fair performance evaluation procedures, subordinates will 

be motivated to perform better and this is likely to be reflected in their performance. 

Conversely, when subordinates perceive that the performance evaluation procedures 

are unfair, they will not be motivated to perform because good performance may not 

be recognised. However, Lind and Tyler (1988) argue that ―the relationship between 

work performance and attitudinal variables is far from straightforward… and it is 

probably unreasonable to expect any attitudinal variable, including judgment of 

procedural fairness, to have simple effects on performance‖ (p. 188). This thesis 

therefore proposes that fairness of performance evaluation procedures affects 
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performance, but that its effects on performance are relatively complex and indirect, 

as will be discussed later. 

3.5.2. Procedural fairness, distributive fairness and job satisfaction 

The difference between procedural fairness and distributive fairness is that whilst the 

former is the judgment on the fairness of those social norms which deal with how 

decisions are made and how individuals are treated by authorities and other parties 

(Lind and Tyler, 1988), the latter deals with the ends achieved (what the decisions 

are) (Tang and Sarfield-Baldwin, 1996). In the context of performance evaluation and 

the reward system, distributive justice can be seen as the perceived fairness of the 

amount of reward employees receive, while procedural justice is the perceived 

fairness of the means used to determine that amount of reward or compensation 

(Folger and Konovsky, 1989).  

 As mentioned in chapter 2, the concept of distributive fairness is based on 

equity theory proposed by Adams (1965) which assumes that individuals are selfish 

(Walster et al., 1973) and addresses the consequences of unfair distribution of wealth, 

power, goods, and services in society. Adams (1965) contends that perceived 

unfairness is associated with dissatisfaction. Empirically, Lau et al. (2008) surveying 

managers from the health services sector of an Australian state found that distributive 

fairness is positively associated with job satisfaction. 

The instrumental theory of procedural justice fairness (Thibaut and Welker, 

1975; Lind and Tyler, 1988) suggests that fairer procedures may lead to fairer 

decisions (outcomes). Greenberg and Folger (1983) called it a ―fair process effect‖ 
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and explain as follows: ―If the process is perceived as being fair, then there is a 

greater likelihood that the outcomes resulting from that process will be considered as 

fair. The tendency for … procedural justice to influence … distributive justice … has 

been called the fair process effect‖ (p. 236). In an accounting context, Lindquist 

(1995) suggests that procedural fairness may be associated with distributive fairness.  

The above discussion suggests that procedural fairness is positively associated 

with distributive fairness (Thibaut and Welker, 1975; Lind and Tyler, 1988, 

Greenberg and Folger, 1983; Lindquist, 1995) and that distributive fairness is 

positively associated with job satisfaction (Adam, 1965; Lau et al., 2008). Hence this 

study hypothesises:  

Ha6: Procedural fairness is positively associated with fairness of outcomes 

(distributive fairness). 

 

Ha7:  Fairness of outcomes (distributive fairness) is positively associated with job 

satisfaction. 

. 

If Ha6 and Ha7 are supported, it is likely that the effect of procedural fairness 

on job satisfaction is indirect via distributive fairness. Therefore the thesis also 

hypothesises this intervening effect: 

 

Ha8: Procedural fairness has an indirect effect on job satisfaction via fairness of  

outcomes (distributive fairness). 

 

3.5.3. Procedural fairness and trust 

As mentioned in chapter 2, in this study, consistent with previous accounting 

studies (e.g. Hopwood, 1972; Otley, 1978; Ross, 1994; Lau and Sholihin, 2005), trust 

is conceptualised as interpersonal trust as defined by Read (1962, p. 8) as the 
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―subordinate‘s trust or confidence in the superior‘s motives and intentions with 

respect to matters relevant to the subordinate‘s career and status in the organization.‖ 

Read (1962) further notes that trusting subordinates expect their interests to be 

protected and promoted by their superiors, feel confident about disclosing negative 

personal information, feel assured of full and frank information sharing, and are 

prepared to overlook apparent breaches of the trust relationships. 

Zand (1997) defines trusting behaviour as a willingness to increase 

vulnerability to another person whose behaviour cannot be controlled in situations in 

which a potential benefit is much less than a potential loss if the other person abuses 

the vulnerability. Further, he suggests that trust between individuals will greatly 

increase their joint problem-solving effectiveness, and increase their commitment to 

each other and satisfaction with their work and their relationships. Trust therefore has 

an important effect on interpersonal relationships, cooperation, and stability in social 

institutions and markets (Lewicki et al., 1998).  

There is ample evidence to indicate that the implementation of procedures 

perceived by subordinates as unjust is detrimental to the organisation‘s interests 

(Friedland et al., 1973; Thibaut et al., 1974; Kanfer et al., 1997).  Since the perception 

of unjust procedures can negatively affect organisations, superiors are likely to 

maintain high procedural justice. By maintaining high procedural justice, it is 

expected that subordinates will have more trust in superiors (Lind and Tyler, 1988).  

Whitener (1998) as mentioned in chapter 2, argues that a necessary foundation 

to increase trust in a supervisor is for the superior to engage in trustworthy behaviour. 
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This implies (1) consistency across time and situations, which reflects the reliability 

and predictability of actions; (2) integrity, which refers to the consistency between a 

manager‘s words and actions; (3) sharing and delegation of control, such as 

participation in decision making; (4) communication - that is, the information should 

be accurate, forthcoming, adequately explained, and open (exchange ideas freely); 

and (5) benevolence - that is, sensitivity to subordinates‘ needs and interests, and 

refraining from exploiting others for the benefit of one‘s own interests. 

Previous studies in various settings reveal that procedural justice has a 

positive influence on trust (Alexander and Ruderman, 1987; Folger and Konovsky, 

1989; Konovsky and Pugh, 1994). Alexander and Ruderman (1987) investigated the 

relationship between fairness and various organisational outcomes using government 

employees at six US Federal installations. They found that procedural justice 

significantly affects job satisfaction, evaluation of supervisor, conflict/harmony, trust 

in management, and turnover intention. Folger and Konovsky (1989) conducted a 

survey to examine the impact of justice on the determination of pay rises. Using 

samples of employees from a financial services organisation they found that 

procedural justice positively affects trust in supervisors and organisational 

commitment. Konovsky and Pugh (1994) develop and empirically examine a social 

exchange model of organisational citizenship behaviour. Using data from hospital 

employees and their supervisors, they found that procedural justice positively affects 

trust in supervisors. 

Management accounting studies also found that procedural fairness affects 

trust in superior (Magner and Welker, 1994; Staley and Magner, 2006; Lau and Tan, 
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2006; Lau et al., 2008). Magner and Welker (1994) found that procedural justice in 

budgetary resource allocation was positively associated with organisational 

commitment and trust in superiors. Staley and Magner (2006) developed and tested a 

model based on social exchange theory on whether procedural and interactional 

budgetary fairness reduce managers‘ propensity to create budgetary slack by way of 

enhancing managers‘ trust in their immediate supervisor. Drawing on a survey of 

U.S. Federal government managers they found that procedural fairness positively 

affects trust in superiors. Surveying managers of manufacturing companies in 

Singapore, Lau and Tan (2006) found that procedural justice is positively associated 

with trust. In an Australian study of health service managers, Lau et al. (2008) found 

that procedural justice positively affects trust. 

Since previous studies overwhelmingly suggest that procedural justice is 

positively associated with trust, the following hypothesis will be tested: 

Ha9: Procedural fairness is positively associated with trust in superior. 

3.5.4. Trust and job satisfaction 

This thesis proposes that trust is positively associated with job satisfaction. As 

previously discussed, trust in this thesis refers to interpersonal trust subordinates have 

in their superior with ―respect to matters relevant to the subordinate‘s career and 

status in the organization‖ (Read, 1962; p. 8). Lau et al. (2008, p. 125) argue that such 

trust may lead to job satisfaction as follows: 

―This (trust) may lead to more congenial working relationships which in turn 

may be associated with higher job satisfaction. Moreover, trust is likely to 

be associated with an environment in which there is much communication 

between the subordinates and their superiors. In high trust environments, the 



 92 

superiors are likely to be more transparent and more willing to keep their 

subordinates fully informed about matters of concern to them. The 

subordinates are also likely to feel free to discuss with their superiors 

problems and difficulties encountered in task completion, without fear that 

their careers could be jeopardized. This increased communication may lead 

to higher job satisfaction. In contrast, in low trust environments, both the 

subordinates and their superiors are likely to be less open. Superiors may be 

secretive and less transparent. Similarly, subordinates may learn that it may 

be unwise to open up to their superiors. Such a strained working relationship 

is likely to lead to low job satisfaction.‖ 

 

From an empirical perspective, findings in organisational studies (e.g. 

Driscoll, 1978) and in management accounting (e.g. Lau and Sholihin, 2005; Lau et 

al., 2008) suggest that trust is associated with job satisfaction. In a survey of college 

faculty members, Driscoll (1978) found that trust is positively associated with 

satisfaction. Similar findings are found in a management accounting context by Lau 

and Sholihin (2005) and Lau et al. (2008). Using managers from Indonesian 

manufacturing companies Lau and Sholihin (2005) found that trust is positively 

associated with job satisfaction. Surveying managers in the health services sector in 

an Australian state, Lau et al. (2008) also found that trust is positively associated with 

job satisfaction. Hence the following hypothesis will be tested: 

Ha10: Trust in superior is positively associated with job satisfaction. 

If Ha9 and Ha10 are supported, it is likely that the effect of procedural fairness 

on job satisfaction is indirect via trust in superior. Therefore the thesis also 

hypothesises this intervening effect. 

Ha11: Procedural fairness has indirect effect on job satisfaction via trust in 

superior. 
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3.5.5. Procedural fairness and organisational commitment 

Organisational commitment is widely recognised as an important factor 

positively influencing behaviour that is beneficial for organisations, such as employee 

effort, performance, attendance, and retention (Mathieu and Zajac, 1990; Randall, 

1990; Meyer and Allen, 1997). Previous accounting studies have observed the 

significant role of organisational commitment in the effectiveness of management 

accounting and control systems. These studies suggest that  organisational 

commitment reduces the propensity to create budgetary slack (Nouri, 1994; Nouri 

and Parker, 1996), mediates the effect of budgetary participation on job performance 

(Nouri and Parker, 1998), and mitigates the negative effects of information 

asymmetry (Chong and Eggleton, 2007).  

Organisational commitment is defined by Porter et al. (1974, p. 604) as ―the 

relative strength of an individual‘s identification with and involvement in a particular 

organization‖. Mathieu and Zajac (1990) see organisational commitment as the bond 

that links an individual to an organisation. Meyer et al. (1990) identify two types of 

organisational commitment: affective commitment and continuance commitment. 

Affective commitment is characterised by a strong belief in and acceptance of 

organisational goals and values and a willingness to exert considerable effort on 

behalf of the organisation (Porter et al., 1974; Angle and Perry, 1981); while 

continuance commitment refers to the perceived costs associated with leaving the 

organisation, such as loss of benefits and seniority (Becker, 1960). Consistent with 

previous accounting studies (e.g. Nouri and Parker, 1994, 1996, 1998; Chong and 
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Eggleton, 2007) this thesis conceptualises organisational commitment as affective 

organisational commitment. 

Organisational studies have found that procedural justice judgments play a 

major role in affecting organisational behaviour such as organisational commitment 

(Lind and Tyler, 1988; Colquitt et al., 2001; Blader and Tyler, 2005). In this regard, 

Lind and Tyler (1988) argue that: ―To the extent that group procedures are fair, 

evaluation of the group and commitment and loyalty to the group will increase.‖ (p. 

232) 

 A meta-analytic review of justice empirical studies by Colquitt et al. (2001) 

supports the positive association between procedural justice and organisational 

commitment. The empirical accounting literature also supports this relationship. 

Magner and Welker (1994) found procedural justice in budgetary resource allocation 

to be positively associated with organisational commitment and trust in superiors 

among accounting department heads of American universities and colleges. Magner 

et al. (1995) examined whether budgetary participation (a proxy of procedural 

fairness) interacts with budget favourability to affect subordinates‘ attitudes towards 

their superiors (trust) and their organisation (organisational commitment). They 

hypothesised that when subordinates‘ received unfavourable budgets, they would 

experience higher levels of trust towards their superiors and higher degrees of 

organisational commitment if they had participated in the budgetary process 

compared with those who had not participated. Using a sample of international 

managers in private sector organisations they found significant interaction between 

unfavourable budgets and budgetary participation affecting subordinates‘ trust in 
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superiors and subordinates‘ organisational commitment. Subordinates‘ trust in their 

superiors and their organisational commitment were higher in situations where they 

were allowed to participate in budget setting. Their findings support the argument 

that procedural fairness is an important determinant of trust and organisational 

commitment. Using a sample of managers from UK manufacturing organisations, 

Lau and Moser (2008) found that procedural justice is positively associated with 

organisational commitment. We therefore expect that procedural justice will be 

positively associated with organisational commitment. 

Ha12: Procedural justice is positively associated with organisational  

 commitment. 

 

3.5.6. Organisational commitment and job satisfaction 

Several researchers (e.g. DeCotiis and Summers, 1987; Steers, 1977; Bateman 

and Strasser, 1984) have argued that highly committed employees may experience 

higher job satisfaction. A longitudinal study (Bateman and Strasser, 1984) of nursing 

employees found that organisational commitment is positively correlated with job 

satisfaction, and that organisational commitment is an antecedent of job satisfaction 

rather than an outcome. A meta-analysis by Mathieu and Zajac (1990) found that 

organisational commitment is positively correlated with job satisfaction and the 

strength of the relationship is unequivocal. Indeed, the correlation between 

organisational commitment and job satisfaction is found to be stronger and more 

consistent than other behavioural correlates (job involvement, stress, 

occupational/professional commitment, and motivation). Vandenberg and Lance 

(1992) examine the causal relationship
 
between job satisfaction and organisational 
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commitment.
 
Using structural

 
equation models in a longitudinal research design with 

a sample
 
of management information systems professionals, their results support the 

commitment-causes-satisfaction
 
model. Following the above discussion and findings, 

this thesis hypothesises that organisational commitment is positively associated with 

job satisfaction. 

Ha13: Organisational commitment is positively associated with job 

satisfaction. 

 

If Ha12 and Ha13 are supported, it is likely that the effect of procedural fairness 

on job satisfaction is indirect via organisational commitment. Therefore the thesis 

also hypothesises this intervening effect. 

Ha114: Procedural fairness has indirect effect on job satisfaction via  

organisational commitment. 

 

3.5.7. Trust and organisational commitment 

Drawing on the work of Ketchand and Strawser (2001), Lau et al. (2008) argue that 

trust in supervisor may be associated with organisational commitment because 

subordinates will tend to perceive their organisation through the supervisors‘ actions: 

―Consequently if the subordinates harbour positive (or negative) feeling 

towards their superiors, who are, after all, acting on behalf of the organisation, 

they (the subordinates) are also likely to harbour similar feeling towards their 

organisation. This suggests that a level of trust in superiors is likely to be 

translated into a favourable attitude towards the organisation. This may lead to 

the subordinates bonding with the organisation, and hence, high 

organisational commitment‘ (p. 126).  

 

Lau et al.‘s (2008) argument is in line with that of Zand (1997) who suggests that 

trust between individuals will greatly increase their joint problem-solving 
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effectiveness. This, in turn, will increase their commitment to each other, and 

satisfaction with their work and their relationships. 

Using a sample of employees from two public sector organisations (with 

responsibilities for the administration of publicly funded library services, arts and 

theatres and land title), Albrecht and Travaglione (2003) found trust to be 

significantly associated with organisational commitment. Using 600 employees in 

three public organisations, Nyhan (1999) found that interpersonal trust is associated 

with organisational commitment. The current study expects that trust is positively 

associated with organisational commitment. 

Ha15: Trust in superior is positively associated with organisational 

commitment. 

 

3.5.8. Distributive fairness and organisational commitment 

A meta-analytic review of justice empirical studies by Colquitt et al. (2001) found a 

positive association between procedural justice and organisational commitment. 

Accounting studies by Magner and Welker (1994), Magner et al. (1995) and Lau and 

Moser (2008) support the findings of organisational justice studies that procedural 

justice is positively associated with organisational commitment. Studies by McFarlin 

and Sweeney (1992), Lowe and Vodanovich (1995), and Greenberg (1994), however, 

also found that distributive justice is positively associated with organisational 

commitment. Therefore, this thesis proposes that distributive fairness is positively 

associated with organisational commitment. 

Ha16: Distributive fairness is positively associated with organisational 

commitment. 
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3.5.9. Distributive fairness and performance  

Equity theory suggests that fairness of outcomes (distributive fairness) affects 

performance (Colquitt et al., 2001). Leventhal (1976) noted that equitable rewards 

may foster higher productivity. He argues that equitable allocation is instrumental to 

increasing performance in that poor performers are likely to change their performance 

in order to obtain higher reward. For good performers, equitable allocation will 

motivate them to work harder to improve their performance to get even higher 

rewards. This thesis therefore proposes the following hypotheses: 

Ha17: Fairness of outcomes is positively associated with performance.  

If Ha6 (procedural fairness is positively related to fairness of outcomes) and 

Ha16 are both supported, we expect that the effect of procedural fairness on 

performance is indirect through fairness of outcomes. 

Ha18: Procedural fairness has an indirect effect on performance through 

fairness of outcomes. 

 

3.5.10. Trust and performance 

Zand (1997) defines trusting behaviour as a willingness to increase vulnerability to 

another person whose behaviour cannot be controlled, in situations in which a 

potential benefit is much less than a potential loss if the other person abuses the 

vulnerability. Further, he suggests that people who trust each other will greatly 

increase their problem-solving effectiveness and work together more constructively. 

Trusting behaviour can improve decision quality and its implementation. Higher 

decision quality should give rise to higher performance. Lippit (1982) argues that the 
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trust between organisation members increases the capacity for problem solving and 

improves performance. Similarly, Reina and Reina (1999, p. 8) note that ―directly or 

indirectly, trust is related to individual, group, and organisational performance‖.  This 

gives rise to the further hypothesis: 

Ha19: Trust in superior is positively associated with performance. 

If Ha9 (Procedural justice is positively associated with trust in superior) and 

Ha19 are both supported, it is expect that the effect of procedural fairness on 

performance is indirect through trust in superior. 

Ha20:  Procedural fairness has an indirect effect on performance through trust 

in superior. 

 

3.5.11. Organisational commitment and performance 

Two important characteristics of organisational commitment are a strong belief in and 

acceptance of organisational goals and values, and a willingness to exert considerable 

effort on behalf of the organisation (Porter et al., 1974; Angle and Perry, 1981). With 

such characteristics, it is likely that organisational commitment will lead to higher 

performance. Empirical studies in the accounting literature (e.g. Nouri and Parker, 

1998; Chong and Eggleton, 2007) found that organisational commitment is associated 

with performance. This study therefore hypothesises that organisational commitment 

affects performance. 

Ha21: Organisational commitment is positively associated with performance. 

If Ha10 (fairness of performance evaluation procedures is positively 

associated with organisational commitment) and Ha21 are both supported, this study 
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expects that the effect of procedural fairness on performance is indirect through 

organisational commitment. 

Ha22:  Procedural fairness has an indirect effect on performance through 

organisational commitment. 

 

In addition to the above hypotheses, this thesis also examines the relationship 

between participation in target setting and goal commitment, procedural fairness and 

goal commitment, and trust and commitment. As these relationships are not depicted 

in the main model (figure 3.1.), the justification of those relationships will be 

discussed in the relevant chapter, i.e. chapter 8. Finally, this thesis also hypothesises 

that MPM affects subordinates‘ managerial performance. However, such effect is 

contingent on goal specificity and goal difficulty. The justification of the hypotheses 

will be discussed in chapter 10.  

3.6. Conclusions 

This chapter has reviewed the empirical findings on the attitudinal and behavioural 

effects of reliance on accounting performance measures and multiple performance 

measures. It also identified empirical research gaps and how this thesis seeks to 

address them. Additionally, it reviewed the relevant literature for this study leading to 

the development of hypotheses. In doing so, this chapter follows the main research 

objectives and groups the review elements into: (1) procedural fairness and its 

antecedents; and (2) procedural fairness and its consequences. In the first group, it 

has reviewed the literature to link procedural fairness to participation in target setting, 

transparency of the goal-attainment-reward link, and goal specificity. In the second 
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group, it has reviewed the literature on the relationship between procedural fairness 

and job satisfaction as well as procedural fairness and performance, followed by 

literature exploring linkages of several attributes with behaviours in the various paths 

of the research model. These include procedural fairness with distributive fairness, 

distributive fairness with job satisfaction, procedural fairness with trust, trust with job 

satisfaction, procedural fairness with organisational commitment, organisational 

commitment with job satisfaction, trust with organisational commitment, distributive 

fairness with organisational commitment, distributive fairness with performance, trust 

with performance, and organisational commitment with performance.   

 The next chapter will review various research methodologies. This will be 

followed by the research method used in this study which includes data collection and 

data analysis. 
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CHAPTER 4: RESEARCH METHODOLOGY AND 

METHOD 

 

4.1. Introduction 

This chapter presents the research design used in the study. It begins with an 

overview of research methodology and a justification of the methodological approach 

used in this study. This will be followed by the research method used in this study. It 

describes the data used and how they were collected, the samples and how they were 

selected, and how the data were analysed.  

4.2. Overview of Research Methodology  

Research is a process of intellectual discovery that seeks to understand, 

interpret, communicate, and transform knowledge and is undertaken to learn more 

about the world (Ryan et al., 2002) and to create new insights to be added to present 

knowledge (Ghauri and Grønhaug, 2005). According to Blumberg et al. (2005), 

quality research should have the following characteristics: a clearly defined purpose, 

a detailed research process, a well planned research design, high ethical standards, 

frankly revealed limitations, appropriate analysis, unambiguous findings, and 

justified conclusions.  

Research methodologies are ―approaches to systematic inquiry developed 

within a particular paradigm with associated epistemological assumptions‖ (Gray, 

2004, p.405). For Ryan et al. (2002), methodology is the whole process of doing 

research which contains both ontological and epistemological dimensions. It involves 

ways of looking at the world, ways to observe, to measure, and to understand social 
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reality, and it is what makes social science ―scientific‖ (Neuman, 2003). Further, 

Neuman (2003) identifies three major approaches in understanding social 

phenomena: positivistic, interpretive, and critical approaches. These three approaches 

differ in their approach to: (1) why one should conduct social scientific research, (2) 

what the fundamental nature of social reality (ontology) is, (3) what the basic nature 

of human beings is,  (4) what the relationship between science and common sense is, 

(5) what constitutes an explanation or theory of social reality, (6) how one determines 

whether an explanation is true or false, (7) what good evidence or factual information 

looks like, and (8) where sociopolitical values enter into science. The above 

approaches and their differences are explained further by Neuman (2003) and 

summarised as follows. 

In the positivistic approach, social scientific research is conducted to discover 

and document universal laws of human behaviour (scientific explanation), to learn 

about how the world works, and to predict and control events (instrumental 

orientation). In contrast, the interpretive approach seeks to develop an understanding 

of social life and to discover how people construct meaning in natural settings; whilst 

the critical approach seeks to ―change the world‖ and to critique and to transform 

social relations.  

With regard to the ontological assumptions, i.e. the fundamental nature of 

social reality, the positivistic approach assumes that social reality is real and exists 

―out there‖ and is waiting to be discovered; it is not random (it has pattern and order 

which is stable), and the knowledge of the patterns is additive. On the other hand, 

according to the interpretive approach, social reality is not waiting to be discovered, it 
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is not ―out there‖. Rather, the social world is what people perceive it to be and it 

exists as people experience it and give it meaning. In other words, social reality is 

based on people‘s definition of it. According to the critical perspective, social reality 

is ―out there‖ and waiting to be discovered. It is constantly shaped by social, political, 

cultural and other factors and is full of illusion, myth, and distortion.  

With a positivistic approach people are assumed to be self-interested, 

pleasure-seeking, rational individuals. With the interpretive approach, people are 

flexible in creating meaning from social interaction and use such meanings to 

interpret their social world and make sense of their lives. The critical approach sees 

people as creative, changeable, adaptive, and having a great deal of unrealised 

potential.  

Concerning the relationship between science and common sense, a positivistic 

approach sees a clear separation between them and considers common sense as 

inferior to science, while an interpretive approach views common sense as an 

alternative way to interpret the world and is neither superior nor inferior to science. 

With a critical approach, common sense is based on false consciousness (people are 

mistaken and act against their own true best interests as defined in objective reality) 

and the objective reality lies behind myth and illusion (false beliefs). 

With regard to what constitutes an explanation or theory of social reality, 

positivism follows a nomothetic approach. That is, laws operate according to strict, 

logical reasoning and use deductive logic. On the other hand, an interpretive approach 

emphasises the ideographic (provides a symbolic representation) and uses inductive 

logic. Here, theory tells a story, describing and interpreting how people conduct their 
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daily lives. With the critical perspective, the explanation or theory of social reality is 

partially deterministic and partially voluntary. 

To judge whether an explanation is true or false, the positivistic approach 

emphasises the importance of avoidance of logical contradiction, consistency 

between explanation and observed facts, and replicability. For the interpretive 

approach, an explanation is true if it makes sense to those being studied and if it 

allows others to understand deeply or enter the reality of those being studied. Further, 

it argues that an explanation is accurate if the researcher conveys a deep 

understanding of the way others reason, feel, and see things. The critical approach 

emphasises the ability of theory to understand and change the world. Further, to 

separate bad from good theory it uses ―praxis‖, that is, explanations are valued when 

they help people understand the world and change it. 

Another difference between the three approaches concerns what good 

evidence or factual information looks like. Positivism argues it should be observable, 

precise, and independent. It also advocates dualism (observable facts are distinct from 

values, ideas, or theories) and intersubjectivity (subjective understanding of the 

empirical world is shared; factual knowledge is not just based on one person‘s 

observations and reasoning), and the falsification method. The interpretive approach, 

however, argues that evidence cannot be isolated from the context and facts are fluid 

and embedded within a meaningful system (not impartial, objective and neutral). For 

the critical perspective, the facts of material conditions exist independent of 

subjective perceptions, but these facts are not theory-neutral. They try to bridge the 

object-subject gap.  
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Finally, Neuman (2003) suggests that the three approaches differ in the 

manner in which they conceptualise the relations between sociopolitical values and 

science. Whilst positivism argues that science should be value-free and objective, an 

interpretive approach recognises that science is not value-free and researchers should 

reflect, re-examine, and analyse personal points of view and feelings as a part of the 

process of studying others. For the critical perspective, the important thing is that a 

researcher commits to a value position and has an activist orientation. 

Within an accounting context, Burrell and Morgan (1979) and Hopper and 

Powell (1985), as cited by Ryan et al. (2002), also categorise accounting research into 

three groups: mainstream accounting research, interpretive research, and critical 

accounting research.  The same categorisation is also proposed by Chua (1986). The 

mainstream is basically positivistic. It takes an objective view of society, regards 

individual behaviour as deterministic, and uses empirical observation and a positive 

research methodology. Interpretive research concerns understanding the social world 

and making sense of the social character of daily life. Critical accounting research 

views society as shaped by social structure and seeks to remove the dominant 

ideological practice (capitalism). Based on the work of Chua (1986), Ryan et al. 

(2002) summarised a comparison of the three groups concerning beliefs about 

knowledge (epistemology and methodology), beliefs about physical and social reality 

(ontology, human intention, and rationality), and the relationship between accounting 

theory and practice in the following table. 
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Table 4.1. The comparison of mainstream, interpretive, and critical approaches 

in accounting research 

 Mainstream Interpretive Critical  

A. Beliefs about 

knowledge 

Theory and 

observation are 

independent of each 

other, and 

quantitative 

methods of data 

collection are 

favoured to provide 

a basis for 

generalisations. 

Theory is used to 

provide 

explanations of 

human intentions. 

Its adequacy is 

assessed via logical 

consistency, 

subjective 

interpretation, and 

agreement with the 

actors‘ common-

sense 

interpretations. 

Criteria for judging 

theories are always 

temporal and 

context bound. 

Social objects can 

only be understood 

through a study of 

their historical 

development and 

change within the 

totality of 

relations. 

B. Beliefs about 

physical and 

social reality 

Empirical reality is 

objective and 

external to the 

subject (and the 

researcher). Human 

actors are 

essentially passive 

objects, who 

rationally pursue 

their assumed goals. 

Society and 

organisations are 

basically stable, and 

dysfunctional 

behaviour can be 

managed through 

the design of 

control systems. 

Reality is socially 

created and 

objectified through 

human interaction. 

Human action is 

intentional and has 

meaning grounded 

in the social and 

historical context. 

Social order is 

assumed and 

conflict mediated 

through shared 

meanings. 

Empirical reality is 

characterised by 

objective, real 

relations, but is 

transformed and 

reproduced 

through subjective 

interpretation. 

Human intention 

and rationality are 

accepted, but have 

to be critically 

analysed because 

human potential is 

alienated through 

false consciousness 

and ideology. 

Fundamental 

conflict is endemic 

in society because 

of social injustice. 

C. Relationship 

between 

accounting 

theory and 

practice 

Accounting is 

concerned with 

means, not ends – it 

is value-neutral, and 

existing institutional 

structures are taken 

Accounting theory 

seeks to explain 

action and to 

understand how 

social order is 

produced and 

Theory has a 

critical imperative; 

in particular the 

identification and 

removal of 

dominant 
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for granted. reproduced. ideological 

practices. 

 

Source: Ryan et al. (2002) adapted from Chua (1986) 

 

The foregoing discussion suggests there are three major approaches in 

research methodology: mainstream (positivistic), interpretive, and critical approaches 

(Chua, 1986; Hopper and Powell, 1985; Neuman, 2003). In addressing the research 

questions formulated, this study used mainly a positivistic approach for the following 

reasons. First, this choice will facilitate comparison with the previous studies on 

PMERS (e.g. Hopwood, 1972; Otley, 1978; Kominis and Emmanuel, 2007; Lau and 

Sholihin, 2005; Lau et al., 2008) which have tended to adopt a positivistic approach. 

Second, the focus of this study is to understand the pattern of attitudes and behaviours 

and not to construct meaning of the attitudes and behaviour or to change them. When 

the focus is to understand and explain the meaning of certain attitudes and behaviour, 

the interpretive approach is more appropriate. On the other hand, a critical 

perspective is more appropriate if the focus of the study is to change the attitudes and 

behaviour of managers (Chua, 1986; Hopper and Powell, 1985; Neuman, 2003). 

Third, this study will use a hypothetico-deductive approach. That is, this study is 

guided by hypotheses which are formulated based on previous studies and the 

hypotheses will be tested using the empirical data (Sekaran, 2003). Fourth, data were 

mainly collected in a quantitative form and will be analysed using quantitative 

methods (Bryman and Bell, 2003).  
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4.3. Research Method 

4.3.1. Quantitative and qualitative approaches 

Although the distinction between quantitative and qualitative research 

strategies has been criticised as no longer useful or simply false (Layder, 1993 as 

cited in Bryman and Bell, 2003), many authors (e.g. Bryman and Bell, 2003; 

Creswell, 2003) still distinguish between them, arguing that the distinction is useful 

in classifying different methods of research. According to Bryman and Bell (2003), 

the main distinctions between quantitative and qualitative research strategies are that 

the former emphasises quantification in the collection and analysis of data, mainly 

uses a deductive approach to test theory, employs a natural scientific approach, 

particularly positivism in an epistemological orientation, and views social reality as 

external and objective. In contrast, a qualitative strategy usually emphasises words 

rather than quantification in the collection and analysis of data, predominantly uses 

an inductive approach to generate theory, rejects the natural science approach and 

prefers an interpretive approach, and views social reality as ―a constantly shifting 

emergent property of individuals‘ creation (constructionism)‖ (Bryman and Bell, 

2003, p. 25).  

 Bryman and Bell (2003) describe the main steps in quantitative research as: 

identifying theory, setting hypotheses, formulating research design, devising 

measures of concepts, selecting research sites, selecting research 

subjects/respondents, administering research instruments/collecting data, processing 

data, analysing data, obtaining findings/conclusions, and writing up 

findings/conclusion. The main steps in qualitative research are: defining general 
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research questions, selecting relevant site(s) and subjects, collecting relevant data, 

interpreting data, formulating a conceptual and theoretical framework to refine the 

research question, if necessary, and collecting further data, and writing up 

findings/conclusions. 

An alternative research approach is a mixed method which combines both 

quantitative and qualitative data. Creswell (2003) identified three variations of mixed 

method: the sequential mixed method, concurrent mixed method, and transformative 

mixed method. In the sequential mixed method the researcher seeks to elaborate on or 

expand on the findings of one method with another method. For example, the study 

begins with a quantitative method in which a theory or concept is tested, followed by 

a qualitative method involving detailed exploration with a few cases or individuals. 

With the concurrent method, the researcher converges or merges quantitative and 

qualitative data in order to provide a comprehensive analysis of the research problem. 

In this approach, the researcher collects both quantitative and qualitative data at the 

same time and then integrates the information in the interpretation of the overall 

results. In the transformative mixed method the researcher uses a theoretical lens as 

an overarching perspective within a design that contains both quantitative and 

qualitative data. This lens provides a framework for topics of interest, methods for 

collecting data, and outcomes or changes anticipated by the study. Within this method 

data can be collected sequentially or concurrently. In this thesis, both quantitative and 

qualitative approaches are used. The combination approach is selected because it 

enables the researcher to gain more comprehensive data and, consequently, better 
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understanding of the issues studied (Creswell, 2003; Bryman and Bell, 2003). In 

doing so, the sequential mixed method was used as will be discussed below. 

4.3.2. Data 

According to Sekaran (2003), data can be classified into primary and secondary data. 

The first refers to information obtained firsthand by the researcher on the variables of 

interest for the specific purpose of the study and the latter refers to information 

gathered from sources that already exist. With regard to data collection methods, 

Robson (2002) and Sekaran (2003) classified the techniques into four methods: 

interviews, questionnaires (survey), observation, and unobtrusive (indirect 

observations).  

This study used both primary and secondary data. The secondary data was 

obtained from the documents provided by the organisations, in paper and electronic 

(web) form. The primary data was collected using quantitative and qualitative 

approaches. For the quantitative approach to data collection, a questionnaire survey 

was used. To collect the qualitative data this study used interviews and group 

discussion methods. These kinds of data collection strategies are selected to 

overcome the validity threats stemming from the biases inherent in any single method 

(Robson, 2002; Creswell, 2003; Modell, 2005). The questionnaire survey was 

selected because it is efficient in terms of energy, time, and cost (Sekaran, 2003). In 

addition, the questionnaire survey was selected because the data will be analysed 

using statistical models and the questionnaire survey can facilitate the researcher to 

obtain the type of data needed for analysis. The interview and group discussion 
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methods were selected because they will facilitate the researcher to understand the 

quantitative results in greater depth and put them into an organisational context. 

4.3.3. Sample 

An important issue in implementing a questionnaire survey is sampling 

(Robson, 2002; Neuman, 2003). Sampling is defined by Sekaran (2003) as the 

process of selecting a sufficient number of elements from the population so that a 

study of the sample and an understanding of its properties or characteristics enable a 

researcher to generalise such properties or characteristics to population elements.  

Sampling can be categorised into probability and nonprobability sampling 

(Blumberg et al., 2005; Sekaran, 2003). Probability sampling is a sample selection 

where the members of the population have some known chance or probability of 

being selected as samples. On the other hand, nonprobability sampling is a sample 

selection when the elements of population do not have a known or predetermined 

chance of being selected. This study employs nonprobability sampling for practical 

considerations, especially data accessibility (Blumberg et al., 2005).  

There are two categories in nonprobability sampling: convenience sampling 

and purposive sampling. The first refers to the collection of information from 

members of the population who are conveniently available to provide it and the latter 

refers to obtaining information from specific target groups (Sekaran, 2003). This 

thesis adopted two steps in the sample selection process, i.e. selecting organisations 

and selecting managers to fill in the questionnaire and interviews. For reasons of data 

accessibility (Bryman and Bell, 2003; Blumberg et al., 2005), the organisations were 
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selected using convenience sampling. The samples in this study are drawn from four 

different organisations. The organisations comprise three profit-oriented 

organisations (one is a manufacturing company and the other two are financial 

services organisations) and one public service (police force) organisation. These four 

organisations were identified via MBA part-time students within Bradford University 

School of Management. The students, who are managers in their respective 

organisations, also acted as contact persons in their organisations. In addition, they 

were responsible for the initial approach to senior management to gain approval for 

study of the organisations.  

The manufacturing organisation (hereafter Man_Or) is part of a highly 

centralised global organisation operating in a specialist, research-driven sector. Its 

declared vision is to be the leading service-driven company and the preferred partner 

in the specialty chemicals industry. Its mission is commitment to the success of its 

customers by way of combining leading-edge technology and innovations with 

superior applications and customer service skills. To achieve its vision and mission, 

the company values customer focus, personal engagement, team orientation, 

innovation, shareholder commitment, integrity and sustainability. In addition, the 

company also develops a culture of high performance, accountability and 

entrepreneurship. Its main strategic approach has been to invest in high growth sites 

and markets, and divest poorly performing businesses. This is aimed at increasing 

Return on Invested Capital (ROIC) to above 10%, placing it in the top performance 

quartile in the industry. Much of this growth is to be realised through reducing 

complexity, using fewer suppliers and closing smaller plants.  
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The first financial services organisation (UK FSO) states its purpose as being 

to build a better future for people right across the UK. Its mission is to lead the UK's 

specialist lending market. Whilst it offers various services, the organisation focuses 

on providing specialist mortgages and savings products. For mortgages, the three 

main products are: Buy-to-let (providing loans to landlords and property investors), 

Self-cert (loans for individuals who have more complex income streams, including 

the self-employed and those with more than one job), and Lifetime (enabling 

customers to gradually release the equity they have built up in their main residence). 

In terms of savings, this organisation offers a competitive range of savings and 

investment products, together with a wide choice of financial services products from 

a range of providers, including general insurance, wealth, protection and personal 

loan products through its branches. The organisation is also active in Commercial 

Property lending, and lending to Housing Associations. The Commercial Property 

lending division provides corporate customers with loans secured by income-

producing property or pre-let development schemes. Housing Association lending 

provides funding to housing associations throughout the UK. 

  The other financial organisation (Africa FSO) is an African-based financial 

institution. The organisation identified itself as a leading regional bank in sub-

Saharan Africa in terms of its diverse investments across the globe. It wаѕ eѕtаbliѕhed 

in 1917 аѕ the Cоlоniаl Bаnk. In 1925, a UK bank аcquired the Cоlоniаl Bаnk. The 

оwnerѕhip ѕtructure оf the UK Bаnk remаined unchаnged until 1971 when 8.33% оf 

the Bаnk‘ѕ ѕhаreѕ were offered tо the citizens of the country where the bank is 

located. In the ѕаme yeаr, the Bаnk wаѕ liѕted оn the national Ѕtоck Exchаnge. Аѕ а 
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reѕult оf the Enterpriѕeѕ Prоmоtiоn Аct оf 1972, the Federаl Gоvernment аcquired 

51% оf the Bаnk‘ѕ ѕhаreѕ. The UK Bаnk diѕpоѕed itѕ ѕhаrehоlding tо the citizens of 

the country in 1979. In line with the Centrаl Bаnk‘s bаnking ѕectоr cоnѕоlidаtiоn 

pоlicy, the bank аcquired other banks аnd increаѕed itѕ ѕhаrehоlderѕ' fundѕ thrоugh а 

Public Оffer/Rightѕ Iѕѕue in the lаѕt quаrter оf 2005. With theѕe develоpmentѕ, the 

Bаnk remаinѕ оne оf the mоѕt cаpitаliѕed bаnkѕ in Africa. It hаѕ ѕhаrehоlderѕ‘ fundѕ 

оf 102 billiоn (in the currency of the country where the bank located) аnd оperаteѕ 

thrоugh  a network of 386 brаncheѕ thаt аre well ѕpreаd аcrоѕѕ the cоuntry, аll оf 

which аre оn-line, reаl time.  

The public service organisation (hereafter, The Police Force) is one of the 

largest police forces in the UK. It states its mission as being to uphold the law fairly 

and firmly; to prevent crime; to pursue and bring to justice those who break the law; 

to keep the Queen's peace; to protect, help and reassure the community; and to be 

seen to do all this with integrity, common sense and sound judgment. To achieve such 

a mission the organisation stipulates its values in these terms: members have to be 

compassionate, courteous and patient, acting without fear or favour or prejudice to 

the rights of others. In addition, the organisation also requires its staff to be 

professional, calm and restrained in the face of violence and apply only the force 

which is necessary to accomplish their lawful duty. Members should strive to reduce 

the fears of the public and, so far as they can, to reflect their priorities in the action 

they take, and to respond to well founded criticism with a willingness to change.  
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The second step in sample selection is selecting managers from the four 

organisations to fill in the questionnaire and be interviewed.
7
  For the purpose of 

filling in the questionnaire, purposive sampling was employed. The principle in this 

type of sampling is to get all possible cases that fit particular criteria (Neuman, 2003). 

For interviews and group discussions, managers were selected conveniently. That is, 

the managers were contacted if they were available for interviews and/or group 

discussion. Four managers from The Police Force and five managers from various 

functions of the Man_Or were willing to be interviewed. Twenty managers from the 

UK FSO were available for the group discussions. The group discussions were 

conducted twice, with ten managers for each group discussion. Whilst the interviews 

lasted around one hour each, the group discussions lasted for about two hours each. 

4.3.4. Questionnaire development  

The questionnaire used in this study was adapted from questionnaires which 

were developed, tested, and used in previous studies. This strategy is consciously 

chosen to enhance the validity and reliability of the measures (Kominis and 

Emmanuel, 2007). In addition, such a strategy will also facilitate comparison with 

previous studies (Bryman and Bell, 2003). Some instruments, however, were slightly 

amended to fit with the objectives of the current study. For example, the 

questionnaire developed by Ittner et al. (2003) initially was used to measure 

performance measures diversity with the organisation as the unit analysis. Since the 

unit analysis of this study is individual managers, the instruction was changed and the 

                                                 
7
 For the African-based financial services organisation, however, there is no interview. This is mainly 

for practical reasons, such as time and cost. 
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wordings developed by Hopwood (1972) were used. Although the instruments used 

in this study are the established measures, in order to ensure the reliability of the 

questionnaire, prior to the distribution to the respondents the questionnaire was pre-

tested (Blumberg et al., 2005; Bryman and Bell, 2003). This will be discussed later. 

4.3.5. Variables and their measurements 

 The variables used in this thesis are: performance measures, participation in target 

setting, the transparency of the goal-attainment-reward link, goal specificity, 

procedural fairness, distributive fairness, interpersonal trust, organisational 

commitment, goal commitment, job satisfaction, and performance. 

4.3.5.1. Performance measures 

To measure this variable, respondents were requested to indicate how much 

importance they thought their supervisors attach to certain performance measures 

when evaluating their performance, using a seven-point Likert scale, anchored 1 (no 

importance) and 7 (always important) with 0 if not applicable.
8
 The performance 

categories used are based on those of Ittner et al. (2003), which they consider to be 

important drivers of long-term organisational success.
9
 The categories are: relations 

with customers, relations with employees, operational performance, product and 

service quality, alliances with other organisations, relations with suppliers, 

                                                 
8
  In the analysis, following Ittner at al. (2003), 0 was converted into 1. 

9
 Following a discussion with a police inspector in the Police Force prior to finalising the 

questionnaire, to make the items more relevant to the officers responding, the categories were changed 

into: (1) relations with the public, (2) relations with junior officers, (3) operational performance, (4) 

work and service quality, (5) inter-agency relationships, (6) relations with the Crown Prosecution 

Service, Courts, and the wider Criminal Justice System, (7) social performance, (8) initiatives and 

operations, and (9) community performance. For the financial category, it was changed into short term 

budget management. 
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environmental performance, product and service innovations, community 

performance, and financial performance. 

4.3.5.2. Participation in target setting 

To measure this variable, respondents were asked to indicate their level of agreement 

using a 7-point Likert-type scale, ranging from strongly disagree to strongly agree, on 

a single item of ―my superior allows me to participate in setting my performance 

goals/targets‖. This measure is adapted from the goal-setting questionnaire developed 

by Locke and Latham (Locke and Latham, 1984).  

4.3.5.3. Goal-attainment-reward link 

To measure this variable, respondents were asked to indicate their level of agreement 

using a 7-point Likert-type scale, ranging from strongly disagree to strongly agree, on 

a single item of ―my rewards are tied to the achievement of the performance goals‖. 

This instrument is adapted from Kominis and Emmanuel (2007). 

4.3.5.4. Goal specificity 

To measure goal specificity, three items were taken from Fang et al. (2005): (1) my 

superior specifically explained what my performance goals are; (2) I have very 

specific performance goals in my job; and (3) I understand the exact level of my 

assigned performance goals. Respondents were requested to indicate their level of 

agreement to the above items, using a seven-point Likert-type scale ranging from 1 

(strongly disagree) to 7 (strongly agree).   
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4.3.5.5. Goal specificity 

To measure goal specificity, three items from Fang et al. (2005) were used. The items 

are: (1) my superior specifically explained what my performance goals are, (2) I have 

very specific performance goals in my job, and (3) I understand the exact level of my 

assigned performance goals. Respondents were requested to indicate their level of 

agreement with the above items, using a seven-point Likert-type scale ranging from 1 

(strongly disagree) to 7 (strongly agree).   

4.3.5.6. Procedural fairness 

This variable is measured using a four-item instrument developed by McFarlin and 

Sweeney (1992). In management accounting studies it has been used by, for example, 

Lau and Sholihin (2005) and Lau and Tan (2006). Respondents were requested to rate 

the fairness of the procedures used to evaluate their performance, to communicate 

performance feedback, and to determine their pay increases and promotion
10

, ranging 

from 1 (very unfair) to 7 (very fair). 

4.3.5.7. Distributive fairness 

This variable was measured using Price and Mueller‘s (1986) five-item Distributive 

Justice Index, which has subsequently been used by McFarlin and Sweeney (1992). 

In accounting studies, the instrument has been used by Lau et al. (2008). The 

instrument asks respondents to indicate the extent to which they have been fairly 

rewarded in relation to their responsibilities, experience, job stress, effort, and 

                                                 
10

 However, given that the pay and promotion appraisal processes in The Force have little to do with 

attaining performance targets, two items were deemed not relevant for this organisation, leaving two 

items covering fairness of procedures used by superiors to evaluate officer performance and to 

communicate performance feedback. 
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performance using a seven-point Likert scale anchored 1 (very unfair) and 7 (very 

fair). 

4.3.5.8. Interpersonal trust 

As discussed earlier, this thesis used Read‘s (1962) concept of trust as the 

subordinate‘s confidence in the superior‘s intentions regarding matters relevant to the 

subordinate‘s career and status in the organisation. It is therefore appropriate to use 

his instrument, consistent with previous studies in management accounting research 

(Hopwood, 1972; Otley, 1978; Ross, 1994; Lau and Sholihin, 2005; Lau and Tan, 

2006).  The instrument consists of four items, asking respondents to rate the extent to 

which (1) their superiors took advantage of opportunities to further their 

(respondents‘) interests; (2) respondents felt free to discuss their problems with their 

superior without fear of jeopardising their positions; (3) respondents felt confident 

that their superiors kept them fully and frankly informed about matters which might 

concern them; and (4) respondents trusted their superiors to have acted in a justifiable 

manner when their superiors made decisions which seemed against the respondents‘ 

interests. 

4.3.5.9. Organisational commitment 

This variable measures the respondents‘ attitude toward their organisation (Magner et 

al., 1995) and is captured using the nine-item short-form scale from Mowday (1979).  

Respondents were required to indicate their level of agreement on nine items on 

attitudes towards their organisation, using a seven-point Likert-type scale ranging 

from 1 (strongly disagree) to 7 (strongly agree). In accounting studies, it has been 
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used by, for example, Nouri (1994), Nouri and Parker (1996; 1998), Chong and 

Eggleton (2007), and Lau et al. (2008).  

4.3.5.10. Goal commitment 

To measure this variable, the study used three items taken from the instrument 

developed by Hollenbeck et al. (1989). The items are: (1) I think the performance 

goals are good goals to strive for; (2) I am willing to put a great deal of effort into 

achieving the performance goals; and (3) I am strongly committed to achieving 

performance goals. Respondents were asked to indicate their level of agreement to 

the above items using a 7-point scale.  

4.3.5.11. Job satisfaction 

This variable was measured using the instrument devised by Rusbult and Farrel 

(1983). It requested respondents to indicate the extent of their agreement with six 

statements about their jobs using a seven-point Likert scale, anchored 1 (strongly 

disagree) and 7 (strongly agree). In prior accounting research, this instrument has also 

been used by Hall (2007). 

4.3.5.12. Performance 

The managerial performance measurement instrument is a self-rating measure 

developed by Mahoney et al. (1963; Mahoney et al., 1965). This instrument is an 

established measure and has been used extensively by many prior studies in 

supervisory evaluative style (Brownell, 1982; Brownell and Hirst, 1986; Brownell 

and Dunk, 1991; Lau et al., 1995; Otley and Pollanen, 2000). It consists of eight 

dimensions of managerial activity (planning, investigating, coordinating, evaluating, 
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supervising, staffing, negotiating, representing) and one dimension of overall 

performance. Respondents rate their performance using a seven point Likert-type 

scale, anchored 1 (very low) and 7 (very high). 

Details of the instruments are available in appendix A and the summary is 

presented in table 4.2.  

Table 4.2. Variables studied, source of instrument and number of items 

Variable Source of Instrument Number of 

items 

Performance measures (PM) 

- Nonfinancial categories 

- Financial category 

Ittner et al. (2003) 10 

9 

1 

Participation in target setting (Part) Locke and Latham  (1984) 1 

Transparency of goal-attainment- 

reward link (G-R link) 

Kominis and Emmanuel (2007) 1 

Goal specificity (GS) Fang et al. (2005) 3 

Procedural fairness (PF) McFarlin and Sweeney (1992) 4 

Distributive fairness (DF) Price and Mueller (1981) 5 

Interpersonal trust (Trust) Read (1962) 4 

Organisational commitment Porter et al. (1974) 9 

Goal commitment Kominis and Emmanuel (2007) 3 

Job satisfaction Rusbult and Farrel (1983) 6 

Managerial performance Mahoney et al. (1963) 9 

 

4.3.6. Pilot testing 

Pilot testing aims to detect the weaknesses in design and instrumentation 

(Blumberg et al., 2005) and to ensure that the questionnaire is understandable and 

unambiguous (Robson, 2002). It is considered an important step in increasing the 

quality of survey research in management accounting (Van der Stede et al., 2005). 

Following Robson‘s (2002) suggestions, the pilot test for this study was conducted in 

three steps: 
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1. Informal pre-testing. This test was done by asking colleagues and friends to 

assess whether the questions are clear, simple, and unambiguous. In this study, 

questionnaires were scrutinised by academic staff from the School of 

Management, Bradford University. 

2. Pre-testing using respondents from the group of interest. The purpose of this test 

is to understand the meaning of questions to respondents and how they arrive at 

their responses, and to help improving wording. This step was implemented 

using managers who were engaged in MBA part-time study at the School of 

Management, Bradford University, as the proxy of group of interest. 

3. Formal pre-testing. This pre-test is conducted using managers from a single 

organisation not included in the main study. 

In addition, following the suggestion of  Neuman (2003) who recommends that 

a pilot test should use the same medium as the real study, the pilot test was conducted 

using a paper-based questionnaire as well as a soft-copy (Excel file) questionnaire as 

the real study utilised both types of questionnaire. The paper-based questionnaire was 

pilot-tested using part-time MBA students at School of Management, Bradford 

University. The computer-delivered questionnaire (soft copy) was tested using a 

sample of managers from an organisation not included in the main study. After the 

pilot testing, revisions, specifically in terms of format, were made based on their 

feedback. For example, the soft-copy version, which initially asked respondents to 

use a ―tick mark‖ (√) in filling the questionnaire, was changed by asking respondents 

to use an ―x‖ mark as it is easier and more convenient. The overall purpose of pilot 
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testing was to ensure that the respondents understood the questions, and that there 

were no problems with the wording or measurement (Sekaran, 2003).  

4.3.7. Survey administration  

As previously mentioned, the data for this study ware collected using surveys 

and interviews. With regard to surveys, Zikmund (2003) identified three methods for 

conducting surveys: personal (face-to-face) interview, telephone interview, and self-

administered questionnaire; the latter is sometimes referred to as a self-completion 

questionnaire (Bryman and Bell, 2003)
11

. The main advantages of the face-to-face 

interview method are that it allows the interviewer to get feedback and probe 

complex responses. However, it is costly and time consuming. Telephone interviews 

allow the researcher to get data quickly and are less costly than face-to-face 

interviews, but it has potential problems, such as representativeness, i.e. only those 

having telephone access can be included in the sample. In addition it is more costly 

compared to self-administered questionnaires. Bryman and Bell (2003) identified 

some advantages of self-administered questionnaires compared to interviews, i.e. 

cheaper to administer, quicker to administer, absence of interviewer effects, no 

interviewer variability, and convenience for respondents. However, it also has 

disadvantages such as the fact that the researcher cannot probe responses or clarify 

questions. Sekaran (2003) summarises the comparison of these methods as follows:  

― Although interviewing has the advantages of flexibility in terms of adapting, 

adopting, and changing the questions as the researcher proceeds with the 

interviews, (self-administered) questionnaires have the advantage of 

                                                 
11

 Some authors (e.g. Oppenheim, 2000) use the term self-administered questionnaire to refer to a 

method where the researcher directly hands the questionnaire to and collects from the respondents. 
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obtaining data more efficiently in terms of  researcher time, energy, and 

costs‖ (parentheses added, p. 224). 

 

Self-administered questionnaires can be done using mail/post, fax, email, and 

internet (Zikmund, 2003). Sekaran (2003), however, distinguishes two broad methods 

of questionnaire administration: personally administered and ―mail‖ questionnaires. 

The first is where the researcher directly hands the questionnaire to and collects from 

the respondents. The main advantage of this method is that any doubt about the 

questions can be clarified on the spot. The mail questionnaire is where the researcher 

sends the questionnaire via post, fax, email or internet. For this study, the survey is 

conducted mainly by means of computer delivery (email) because of its main 

advantages of cost, speed, accessibility and efficiency. Respondents who preferred to 

use the printed questionnaire were sent a hard copy. Due to the accessibility issue, the 

researcher sent the questionnaire to the contacting managers who were responsible 

for sending the questionnaire to the managers with certain criteria in each of their 

organisations. The criteria for inclusion in the sample are: (1) respondents have 

managerial responsibility; (2) respondents were evaluated in the last performance 

evaluation process; and (3) respondents have received performance feedback. These 

criteria were devised to ensure respondents were in a good position to answer the 

questions. 

Another issue with self-administered questionnaires is how to ask the 

questions, whether in open or closed (fixed alternative question) format (Bryman and 

Bell, 2003; Zikmund, 2003; Oppenheim, 2000). With an open question respondents 

are asked a question and can reply however they wish whilst in a closed question they 
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are presented with a set of fixed alternatives from which they have to choose an 

appropriate answer (Oppenheim, 2000; Bryman and Bell, 2003). Each of the formats 

has advantages and disadvantages. The advantages of open questions are: respondents 

can answer in their own terms, they allow unusual responses to be derived, and they 

are useful for exploring new areas or ones in which the researcher has limited 

knowledge. Among the disadvantages of open questions are: they are time consuming 

to administer, and require greater effort from respondents. Closed questions have the 

advantages of being easy to administer, enhancing the comparability of answers, ease 

of completion, and reduced variability of answers. However, closed questions have 

disadvantages such as loss of spontaneity in respondents‘ answers, difficulty making 

forced-choice answers to mutually exclusive questions, and difficulty making forced-

choice answers exhaustive which may be irritating to respondents when they are not 

able to find a category they feel is appropriate. Given the advantages and 

disadvantages of each alternative formats, this study uses mainly closed format. 

However, the open format is also used, primarily in the demographic part of the 

questions. 

The most common issue with surveys is their low response rate. To overcome 

the problem, the solutions proposed by, for example Blumberg et al. (2005) and 

Oppenheim (2000) were implemented. First, a preliminary notification was 

conducted. The contacting managers notified those sampled that there would be a 

survey and managers were encouraged to participate. Second, to persuade 

respondents to fill in the questionnaires, a covering letter was featured on the first 

page of the instrument. The letter stated that the study is sponsored by the University 
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of Bradford in association with each organisation. In addition, it was also mentioned 

that the respondents‘ confidentiality is assured. Third, the covering letter was 

personalised by addressing the questionnaire to the respondents mentioning their 

names and their positions in their organisations. Fourth, follow-ups or reminders were 

implemented three times. The first reminder was sent one week after the initial mail, 

the second reminder was sent three weeks after the original mailing, and the third 

reminder were sent seven weeks after the original mailing. All of the reminder letters 

were sent using email. The responses received were managed based on the date of 

arrival as this enabled the researcher to conduct non-response bias tests by comparing 

the early and late responses. This will be discussed in further detail in chapter 5. 

The distribution of the survey instruments is as follows: 112 to The Police 

Force, 102 to the UK FSO, 99 to the Man_Or, and 95 to the African FSO. Of 408 

questionnaires distributed, 233 were returned (59 from The Force, 55 from the UK 

FSO, 52 from the Man_Or, and 67 from the African FSO) yielding a total response 

rate of 57 per cent. Careful examination revealed that 11 responses (2 from The 

Police Force, 1 from the UK FSO, 2 from the Man_Or, and 6 from the African FSO) 

were not usable, yielding a total of  222 usable responses (54%). 

4.3.8. Interviews 

As previously mentioned, the second type of data collection method is the 

interview. The interview seeks to understand more deeply the results from the 

quantitative analysis and to put them in an organisational context. Hence, interviews 

were conducted after the quantitative analysis was done. Commonly used typologies 
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of interviews are: structured, semi-structured, and unstructured interviews (Robson, 

2002). He distinguishes them as follows. Fully structured interviews have 

predetermined questions with fixed wording, usually in a pre-set order. Semi-

structured interviews have predetermined questions, but the order can be modified 

based upon the interviewer‘s perception of what seems most appropriate. Question 

wording can be changed and explanations given; particular questions which seem 

inappropriate with a particular interviewee can be omitted, or additional ones 

included. In unstructured interviews, the interviewer has a general area of interest and 

concern, but lets the conversation develop within this area. As the main objective of 

the interviews in this study is to understand the quantitative findings and put them 

into an organisational context, the semi-structured interview was selected. Using this 

approach, the questions for interview were predetermined but it allowed the 

researcher to probe certain aspects in more depth.  

4.3.9. Data analysis 

The quantitative data in this study were analysed using Structural Equation 

Modelling (SEM) with a Partial Least Squares (PLS) approach and regression. PLS is 

used in chapter 7, 8, and 9, multiple regression is used in chapter 6, and moderated 

regression analysis is used in chapter 10.  

A structural equation modelling approach is adopted because it offers the 

flexibility to model relationships among multiple predictor and criterion variables, 

constructs unobservable latent variables, models errors in measurement for observed 

variables, and tests a priori theoretical and measurement assumptions against 
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empirical data (Chin, 1998a). PLS is similar to regression, but simultaneously models 

the structural paths (i.e. theoretical relationships among latent variables) and 

measurement paths (i.e. the relationships between a latent variable and its indicators) 

(Chin et al., 1996). Therefore, this approach enables the researcher to combine the 

analysis of measurement and structural models (Gefen et al., 2000). Compared to 

better known SEM approaches, such as LISREL, the advantage of PLS is that it 

makes minimal demands on measurement scales, sample size, and residual 

distribution (Chin, 2000; Chin and Newsted, 1999). 

The objective of the structural model using a PLS approach is to maximise the 

variance explained by variables in the model using R-Square as the goodness-of-fit 

measure (Chin and Newsted, 1999). The parameter estimation procedure associated 

with covariance-based structural equation modelling is not appropriate because PLS 

does not have distributional assumptions (Chin and Newsted, 1999). Rather, a 

bootstrapping resampling procedure is used to estimate t-statistics for the PLS 

structural path coefficient. Following previous practice in accounting studies which 

use PLS (e.g. Chenhall, 2005), this study uses a large bootstrap sample of 500. This 

figure is chosen so that the data approximates the normal distribution and leads to 

better estimates of test statistics, as PLS does not require normal distribution (Chin, 

1998b; Gefen et al., 2000). 

 Prior to hypotheses testing, preliminary analysis is conducted. It covers tests 

for nonresponse bias, validity, and reliability as suggested by Oppenheim (2000). The 

nonresponse bias test is undertaken to ascertain whether there are systematic 

differences between respondents and nonrespondents. The validity test is to check 
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whether an empirical factor pattern or structure is similar to the intended construct. 

The reliability test helps assess the stability of a measure over a variety of conditions 

and the internal consistency of the scale. In this study the validity of the measure is 

tested using factor analysis and the reliability of the measures will be assessed by 

means of the Cronbach alpha reliability coefficient.   

Additionally, the validity and reliability check is also performed when 

running PLS. This is because PLS technique consists of both a measurement and a 

structural model. The measurement model specifies the relationship between the 

manifest items (indicators) and latent variables (construct) they represent. The 

structural model identifies the relationships among constructs. PLS is therefore able 

to assess the validity of constructs within the total model (Chenhall, 2005). In this 

study the relationships between indicators and construct are modelled as reflective 

indicators, whereby items for each construct are assumed to be correlated and 

measure the same underlying phenomenon (Gefen et al., 2000). Using this model, the 

individual item reliability is assessed by examining the loading of measures with their 

respective constructs. 

In this thesis PLS is mainly used to test the mediating (intervening) models 

(chapter 7, 8, 9). In this type of model, the effect of the independent variable on the 

dependent variable arises because the independent variable affects the mediating 

(intervening variable) and the mediating (intervening) variable in turn affects the 

dependent variable. However, the mediating variable does not affect the independent 

variable and the dependent variable does not affect either mediating or independent 

variable and the effect of the mediating variable does not depend on the independent 
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variable (Luft and Shields, 2003). A mediating (intervening) variable is a variable 

which is caused by an independent variable and at the same time is a cause of a 

dependent variable (Shields and Shields, 1998). A mediating variable is different 

from a moderator variable as the latter has ―nonsignificant, bivariate relationships 

with both the independent and dependent variables‖ (Shield and Shield, 1998, p. 51) 

and has no influence on the dependent variable in the absence of the independent 

variable, as well as no influence on the independent variable. Its influence only 

changes the effects of the independent variable on the dependent variable (Luft and 

Shield, 2003). 

In relation to the mediating effects, Baron and Kenny (1986) argue there are 

two types of mediating effects: full and partial. The full mediation exists if a 

significant direct effect of the independent variable and dependent variable becomes 

insignificant after controlling for the effects of the mediating variables. The 

mediation is partial if the relationship between the independent and dependent 

variable remains significant after controlling for the effects of mediating variables.  

Chapter 6 uses multiple regression as the model is additive (Shield and Shield, 

1998; Luft and Shield, 2003). Chapter 10 uses moderated regression analysis  (MRA) 

as the model is a moderating model. A moderating model actually can be analysed 

using PLS. However, since the number of cases does not meet the requirement to use 

PLS, MRA is used. MRA is ―a specific application of multiple linear regression 

analysis, in which the regression equation contains an interaction term‖ (Hartmann 

and Moers, 1999, p. 293). Whilst a typical equation for the multiple regression with Y 
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as a dependent variable and X1 and X2 as independent variables is Y = β0 + β1X1 + 

β2X2 + ε (equation 1), the typical equation of MRA with one two-way interaction is Y 

= β0 + β1X1 + β2X2 + β3X1 x X2 + ε (equation 2). The difference between equation 1 

and equation 2 is the inclusion of the product of the two independent variables (X1 x 

X2) in equation 2.  This product term is often called a moderating effect of variable 

X2 on the relationship between X1 and Y (Hair et al., 1998).  

 Prior to running the regression, the inherent assumptions relating to the 

adequacy of regression models are tested. The assumptions are normality, 

homoscedasticity, linearity, and multicollinearity (Hair et al., 1998; Cohen and 

Cohen, 1983). Normality refers to the shape of data distribution for a metric variable 

and its correspondence to the normal distribution. Hair et al. (1998) argue that this 

assumption is the most fundamental assumption in regression analysis. Hence, any 

statistical results would be considered invalid if the distribution of the data 

substantially fails to satisfy this assumption. As recommended by Cohen and Cohen 

(1983), an examination of residual scatter plots of the dependent and independent 

variables were performed. With homoscedasticity, it is assumed that dependent 

variables exhibit constant variance across the range of independent variables (Hair et 

al., 1998). This assumption was tested by plotting the residuals against the predicted 

value as suggested by Cohen and Cohen (1983) and Hair et al. (1998). When the 

errors or residuals do not exhibit a constant variance across the entire range of values, 

there is no violation of this assumption, which is called heteroscedasticity. Linearity 

refers to the extent to which any changes in dependent variable are associated with 
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the changes in the independent variables. Following Cohen and Cohen (1983), scatter 

plots of residuals were examined.  

4.4. Conclusions 

This chapter has presented the research design used in the study. It begins 

with an overview of research and research methodology and a justification of why 

this study selected the positivistic approach as the research philosophy. Further, this 

chapter has described the research method used in this study, including the data used 

and how they were collected, the samples and how they were selected, and how the 

data were analysed.  

The thesis uses the positivistic approach in terms of methodology. Data were 

collected using a combination of quantitative (questionnaire survey) and qualitative 

(interviews and group discussions) methods with a sequential approach, i.e. survey 

followed by interviews and group discussions. The purpose of the interviews and 

group discussion is to understand better the findings of quantitative analysis. To 

analysis the quantitative data, this thesis uses structural equation modelling with a 

partial least square approach and moderated regression analysis. 

The next chapter will present the preliminary analysis of the data. It will 

present the results of descriptive statistics, the nonresponse bias test, and the validity 

and reliability tests. 
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CHAPTER 5: PRELIMINARY ANALYSES 

 

5.1. Introduction 

This chapter presents the results of preliminary analysis of the data gathered for the 

study. This preliminary analysis consists of: demographic information of the 

respondents, nonresponse bias tests, descriptive statistics of variables studied, factor 

analysis and Cronbach‘s alpha tests, and correlation analysis.   

5.2. Demographic Information 

As mentioned in chapter 4, a total of 408 questionnaires was distributed and 233 were 

returned. Of these responses, 11 were unusable due to a substantive part of the 

questionnaire being incomplete, resulting in the 222 final responses used in this 

thesis.  Table 5.1 shows the summary of distribution of the questionnaires for each 

organisation. 

Table 5.1. Summary of questionnaire distributions and responses 

 Manufacturing UK FSO African 

FSO 

Police 

Force 

Total 

Distributed 99 102 95 112 408 

Returned 52 55 67 59 233 (57%) 

Unusable 

response 

2 1 6 2 11 

Usable 

responses 

50 54 61 57 222 (54%) 

 

The demographic information of the respondents, presented in table 5.2, consists of 

the average number of employees that respondents directly managed, their length of 

service (tenure) in the organisation, tenure in their current position, and the length of 

time they have been supervised by their current supervisor.  
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Table 5.2. Demographic information of the respondents  

(Means with range shown in brackets) 

 Manufacturing UK FSO African 

FSO 

Police 

Force 

Total 

Employees 

reporting to 

respondent  

8 

(1-60) 

7 

(1-60) 

5 

(1-21) 

47 

(1-200) 

17 

(1-200) 

Tenure in 

organisation
12

  

 

16.5 

(1-36) 

5.6 

(1-19) 

15.4 

(2-37) 

21.9 

(1-32) 

14.9 

(1-37) 

Tenure in 

current 

position 

7.8 

(1-36) 

2.7 

(1-8) 

5.2 

(1-25) 

2.4 

(1-10) 

4.5 

(1-36) 

Supervision 

under current 

superior 

3.7 

(1-18) 

2.6 

(1-8) 

2.5 

(1-6) 

1.5 

(1-5) 

2.5 

(1-18) 

 

The table indicates that, on average, respondents from the police force have 

the highest number of employees directly managed by the respondent and have the 

longest tenure in their organisation. This may indicate that they are the most 

experienced compared to managers from other organisations. However, most of them 

are relatively new in their current position as indicated by tenure in their current 

position and the period supervised by their current superior. Among the private 

organisations, managers from the manufacturing company have the most experience 

in their organisation. This is indicated by the highest figures in terms of number of 

employees directly managed, tenure (both in the organisation and in the current 

position), and the period with their current superior. Among the two financial services 

organisations, although in terms of tenure (both in organisations and jobs) the African 

FSO has higher figures, in terms of number of employees and the period with their 

current superior, the UK FSO has slightly higher figures.  

                                                 
12

 Tenure (both in the organisation and job) and the period with their current superior are given in 

years. 
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The majority of respondents come from lower and middle managerial levels. 

In the interviews all of the four detective inspectors interviewed said they are at 

middle managerial level. Five managers from the manufacturing companies 

interviewed they stated that they are middle management. In the case of UK FSO, all 

of the respondents involved in the group discussion said that they are at lower 

managerial level.  

5.3. Non Response-Bias Tests 

Nonresponse is defined by Wallace and Mellor  (1988) as ―observations or responses 

that are not available to researchers because of failure to return questionnaires or 

failure to answer one or more questions‖ (p. 132). They call the former (failure to 

return questionnaire) as ―questionnaire nonresponse‖ and the latter (failure to answer 

one or more questions) as ―item nonresponse‖. The focus of this section is 

―questionnare nonresponse‖ because ―item nonresponse‖ is overcome using ―missing 

value codes‖ in the main analysis. Moreover, the responses with substantial ―item 

nonresponse‖ were dropped in the data screening process and are not used. 

Wallace and Mellor (1988) identified three methods to check the existence of 

questionnaire nonresponse (hereafter nonresponse): (1) comparative analysis of 

responses by date of reply (or receipt); (2) comparative analysis of the profile of the 

respondents against known characteristics of a sampled population; (3) comparative 

analysis of the characteristics (in terms of demographic data) of respondents with 

nonrespondents from the sample. This thesis uses the first approach because it is the 

most commonly used nonresponse bias test in management accounting research (Van 
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der Stede et al., 2005), and more importantly because the researcher was unable to 

gain access to those who did not respond.   

Within the first method, the late responses are considered ―surrogates‖ of 

nonrespondents. As there is no definitive procedures to determine ―early‖ and ―late‖ 

(Wallace and Mellor, 1988), this thesis follows previous accounting research 

practices (e.g. Hall, 2008) in performing the test. ―Early‖ is defined as the first 20 

percent of responses and ―late‖ is defined as the last 20 percent of responses. The 

responses from those two groups were compared by running t-tests. 

Table 5.3. presents the results of nonresponse bias tests for each variable. The 

results indicate that the majority of the scores of the variables do not differ between 

the early and late responses. However, there are some differences, particularly for UK 

FSO. For example, early respondents indicated that they are evaluated more through 

nonfinancial measures, and perceived that the goal-attainment-reward link is more 

transparent and the reward distribution is fairer, and felt they are more committed to 

their organisations.  It is difficult to offer a good reason for the particular differences 

but it is sensible to interpret results of these variables with caution. However, the 

table shows there is no significant difference for the main variable studied, i.e. 

procedural fairness, in any organisation. 

Table 5.3. Results of nonresponse bias tests 

 Manufacturing UK FSO African FSO Police Force 

Variable Mean 

difference 

p- 

value 

Mean 

difference 

p- 

value 

Mean 

difference 

p- 

value 

Mean 

difference 

p- 

value 

Nonfinancial

measures 

0.574 0.361 0.827 0.004 0.094 0.784 0.391 0.941 

Financial 

measures 

0.200 0.869 1.015 0.156 0.628 0.443 0.409 0.603 
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Participation 

 

0.500 0.459 0.492 0.161 0.263 0.562 2.090 0.007 

Goal-

attainment-

reward link 

-0.100 0.906 1.121 0.002 0.462 0.317 1.000 0.195 

Goal 

specificity 

-0.367 0.597 0.005 0.986 0.336 0.297 0.879 0.258 

Procedural 

fairness 

0.525 0.355 0.466 0.211 0.444 0.340 0.182 0.677 

Distributive 

fairness 

0.260 0.722 1.123 0.030 0.028 0.956 0.090 0.874 

Interpersonal 

trust 

0.255 0.731 0.801 0.061 0.476 0.327 0.727 0.195 

Organisational 

commitment 

0.400 0.488 0.905 0.004 0.856 0.777 0.579 0.172 

Goal 

commitment 

-0.567 0.230 0.485 0.094 0.220 0.491 0.378 0.363 

Job 

satisfaction 

0.603 0.398 0.716 0.058 0.137 0.742 0.455 0.386 

Managerial 

performance 

-0.900 0.063 0.288 0.338 0.064 0.756 0.364 0.291 

 

5.4. Descriptive Statistics of Variables Studied 

As mentioned in chapter 4, the variables studied in this thesis are performance 

measures, participation in target setting, transparency of the performance-reward link, 

goal specificity, procedural fairness, distributive fairness, trust, organisational 

commitment, goal commitment, job satisfaction, and managerial performance. The 

descriptive statistics of variables studied are presented in table 5.4. 

Table 5.4. Descriptive statistics of variables studied 

Organisation/Variable Minimum Maximum Mean Standard 

Deviation 

Manufacturing     

Nonfinancial measures  1.78 7.00 4.01 1.33 

Financial measures 1.00 7.00 4.88 2.30 

Participation in target setting  1.00 7.00 4.60 1.64 

Transparency of goal-attainment- 

reward link  
1.00 7.00 3.82 1.75 



 139 

Goal specificity  1.33 7.00 4.51 1.57 

Procedural fairness 1.75 6.00 3.89 1.23 

Distributive fairness 1.00 6.60 3.15 1.39 

Interpersonal trust 1.25 6.75 4.16 1.43 

Organisational commitment 1.00 6.44 3.93 1.22 

Goal commitment 1.00 7.00 5.25 1.22 

Job satisfaction 1.00 6.17 4.02 1.48 

Overall performance 2.00 7.00 5.40 0.95 

UK FSO     

Nonfinancial measures  1.67 6.56 3.83 1.03 

Financial measures 1.00 7.00 4.74 1.99 

Participation in target setting  3.00 7.00 5.43 1.09 

Transparency of goal-attainment- 

reward link  
3.00 7.00 5.87 0.93 

Goal specificity 2.00 7.00 5.51 1.01 

Procedural fairness 3.00 6.50 5.16 0.96 

Distributive fairness 2.20 6.60 4.94 1.29 

Interpersonal trust 2.00 6.75 4.67 1.22 

Organisational commitment 2.56 6.78 4.91 0.93 

Goal commitment 4.33 7.00 5.91 0.63 

Job satisfaction 2.33 7.00 5.13 1.10 

Overall managerial performance 4.00 7.00 5.54 0.79 

African FSO     

Nonfinancial measures  1.00 7.00 4.95 1.90 

Financial measures 1.00 7.00 4.97 1.47 

Participation in target setting  1.00 7.00 5.02 1.31 

Transparency of goal-attainment- 

reward link  
1.00 7.00 4.95 1.90 

Goal specificity 3.33 7.00 5.57 0.83 

Procedural fairness 1.75 6.25 4.52 1.07 

Distributive fairness 1.00 6.00 3.86 1.26 

Interpersonal trust 2.00 6.75 4.24 1.02 

Organisational commitment 3.00 6.67 5.25 0.81 

Goal commitment 4.00 7.00 5.78 0.73 

Job satisfaction 2.00 7.00 5.11 1.03 

Overall managerial performance 5.00 7.00 6.03 0.55 

Police Force     

Nonfinancial measures  1.00 6.78 4.65 1.34 

Financial measures 1.00 7.00 3.25 1.94 

Participation in target setting  1.00 7.00 3.61 1.94 

Transparency of goal-attainment- 

reward link  
1.00 7.00 2.81 1.69 

Goal specificity 1.00 6.67 4.50 1.61 
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Procedural fairness 1.00 6.50 3.94 1.34 

Distributive fairness 1.00 6.00 2.90 1.26 

Interpersonal trust 1.25 6.50 4.34 1.28 

Organisational commitment 3.33 6.89 5.07 0.97 

Goal commitment 2.00 7.00 5.54 1.05 

Job satisfaction 2.00 7.00 5.30 1.16 

Overall managerial performance 4.00 7.00 5.69 0.74 

 

Table 5.4 indicates that for the performance measures variable, the highest 

scores both for nonfinancial and financial measures are found in the African FSO (for 

nonfinancial measures mean=4.95; SD=1.90 and for financial measures mean=4.97; 

SD=1.47). The results suggest that in this organisation respondents perceived that 

their superiors rely on both financial and nonfinancial measures. The lowest score for 

nonfinancial measures is found in the UK FSO (mean=3.83, SD=1.03) whilst for 

financial measures the lowest score is found in the police force (mean=3.25, 

SD=194). The relatively low score for financial measures in the police force is 

consistent with the fact that detectives have limited financial responsibility, as 

evidenced through the interviews with the officers surveyed. This is specifically 

restricted to the budget in the areas of overtime, travel, operations, and forensic. 

The interviews reinforced this. A detective inspector with 20 years of service 

and responsibilities for burglary, robbery and vehicle theft detection said: 

―My main responsibility is to achieve the detection rate in the area of the 

priority crimes, namely the burglaries, the robberies, and the theft of vehicles 

… and I do not have a lot to do with budgets … the only one I really have 

access to is overtime‖. 

 

Interviewee B, a detective inspector with 15 years of service, commented: 

 

―My main financial responsibility is to authorise expense claims and 

overtime. I have been told how many officers I have to deploy ‗on paper‘ but 
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do not control the actual numbers that are deployed …. frequently team 

numbers are managed centrally to ‗balance the books‘, but less are provided 

than should be to reduce the cost of an officer. This ‗tactic‘ has evolved since 

devolved budgets were allocated to divisional units in the police, managed by 

‗business managers‘, civilian support staff alongside divisional commanders‖.  

 

For the main variable studied, i.e. procedural fairness, the lowest score is 

found in the police force. This may seem surprising given the importance placed by 

The Police Performance Management Guide (Home Office, 2004) on fairness in 

performance evaluation. However, part of the perceived problem within the police 

force is that the pay and promotion processes do not formally consider levels of 

success in attaining performance measures. An inspector with 20 years of service and 

responsibilities as above observed: 

―... I don‘t think the way my job is evaluated will ever make any difference to 

what reward I receive at the end of the day because of the way police 

regulations are - they can‘t turn round … It doesn‘t recognise what you‘re 

doing …‖. 

 

Another respondent (a detective inspector with 22 years of police service) 

commented: 

―Strictly speaking …I would say that whether you have come in on target … 

it doesn't affect the decision on pay or promotion‖. 

 

However, another respondent (a detective inspector with 31 years of service 

responsible for shootings, stabbings and rape detection) argues: 

―I think it would be naive to think that performance measures aren't taken into 

account when officers go for promotion. Obviously the better performing candidates 

will be identified and supported by their line managers for promotion but there is 

nothing written in policy to state so. Financial management does not factor at all in 

the process but again if an officer was to waste huge resources it is unlikely he/she 

would be supported by their line managers‖. 
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Among the private sector organisations, the lowest score of procedural 

fairness is found in the manufacturing company and the highest score is found in the 

UK FSO. The most probable reason why many respondents from the manufacturing 

company see the procedure as unfair is because they view the performance evaluation 

system as vague and inadequate and offering little reward for employees attaining 

performance measures. In addition there is little opportunity for promotion, low or 

nonexistent pay rises, and little incentive through financial or nonfinancial rewards. 

This is also evidenced by the lower scores for the transparency of the goal-

attainment-reward link and distributive fairness. The following comments gathered 

from manufacturing managers reinforced this fact: 

 ―… Yearly appraisal is merely formality‖ (marketing managers). 

 

―Performance evaluation is inadequate and vague...at present the appraisal 

system is informal and not enforced…innovation and creativity are not being 

rewarded and encouraged…no rewards for meeting performance target 

…nothing happen whether they (targets) are achieved or not‖ (R & D 

manager). 

 

―I‘m asked to give more effort than others who appear to get more reward 

financially and credit for what they do… (but I‘m) not being given the credit 

for (my) achievement‖ (production manager). 

 

 ―(The company) had not any performance appraisal. No formal appraisal…‖  

(health and safety manager) 

 

The highest score of procedural fairness is found in the UK FSO. The 

following quote gained from the group discussion reinforced the survey findings: 

 ―I thought the process was fair though I am not happy with my pay rise but 

expect that this has been affected by the credit crunch which has impacted 

on everyone‘s pay and bonus‖. 
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The last response indicates that the manager distinguished between process 

(procedural fairness) and outcome (distributive fairness). This reinforces the 

distinction between those two constructs. More importantly, the comment supports 

the group value model that procedural fairness judgment is not necessarily affected 

by outcomes (economic factors), as discussed in chapter 2 and 3.  

Interestingly, whilst the scores for procedural fairness, distributive fairness, 

and transparency of the goal-attaonment-reward link are found to be lowest in the 

police force, the score for organisational commitment and job satisfaction in the 

police force are found to be reasonably high. For organisational commitment, the 

mean is 5.07 (SD=0.97) and for job satisfaction the mean is 5.30 (SD=1.06), 

respectively. This is different from the scores for organisational commitment and job 

satisfaction found in the manufacturing company which are relatively low. In the 

manufacturing company, the mean for organisational commitment is 3.93 (SD=1.22) 

and that for job satisfaction is 4.02 (SD= 1.48). 

One inspector described why he has high commitment as follows:  

―To me it‘s more personal, I don‘t like to do something and do it by half.  If 

I‘m given something to do, I want to achieve it.... and I‘ll feel a 

disappointment if I don‘t and therefore I‘m fairly driven in achieving targets 

from my own point of view and I‘ll drag everybody else along with me … and 

I think this job relies heavily on people like myself to do that.  … they know 

there‘s a lot of committed individuals within the police service that want to do 

well.  And it‘s not just so they progress their own career, it‘s just because they 

do feel about what they want to do. .. people having sort of an inner desire 

really to do well.  Not necessarily for themselves, not necessarily to meet their 

target but the fact that you know...for example Mrs Smith‘s had her house 

burgled and is now frightened to go to bed without the light on, on a 

night…So I see myself as having more of an impact on trying to prevent those 

sort of issues happening‖. 
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The summary of the comparison of the means for organisations and for the 

total samples is presented in table 5.5. 

Table 5.5. Mean score of each variable for each organisation and total sample 

Variables Man_Or UK 

FSO 

African 

FSO 

Police 

Force 

Total 

Nonfinancial measures  4.01 3.83 4.95 4.65 4.47 

Financial measures 4.88 4.74 4.97 3.25 4.48 

Participation in target setting 

(Part) 
4.60 5.43 5.02 3.61 4.65 

Transparency of performance 

reward-link (P-R link) 
3.82 5.87 4.95 2.81 4.39 

Goal specificity 4.51 5.51 5.57 4.50 5.06 

Procedural fairness 3.89 5.16 4.52 3.69 4.33 

Distributive fairness 3.15 4.94 3.86 2.90 3.69 

Interpersonal trust 4.16 4.67 4.24 4.34 4.33 

Organisational commitment 3.93 4.91 5.25 5.07 4.82 

Goal commitment 5.25 5.91 5.78 5.54 5.63 

Job satisfaction 4.02 5.13 5.11 5.30 4.91 

Overall performance 5.40 5.54 6.03 5.69 5.67 

 

5.5. Validity and Reliability Tests 

Validity tests are used to test the goodness of measures. Sekaran (2003) categorises 

validity into: content validity, criterion-related validity, and construct validity. A 

measure has content validity when the measure includes an adequate and 

representative set of items that tap the concept. A measure has criterion-related 

validity when it is able to differentiate respondents using the criterion it is expected to 

predict. Construct validity refers to how well the results obtained from the use of the 

measure fit the theories around which the test is designed. Construct validity consists 

of convergent validity and discriminant validity. The former exists when the scores 

obtained using two different instruments measuring the same concept are highly 
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correlated. The later is established when the theory predicts two variables are 

uncorrelated and indeed the results show that they are. 

This thesis focuses on construct validity assuming that the instruments have 

content validity because they were developed, tested, and used by prior studies 

(Kominis and Emmanuel, 2007). In addition, this thesis does not deal with criterion 

validity as this thesis does not intend to differentiate respondents using the 

instrument. To test the construct validity this thesis employs factor analysis with the 

Principal Components Analysis (PCA) approach because the purpose is to get an 

empirical summary of the data set (Tabachnick and Fidell, 2001). Owing to the 

sample size requirements (Pallant, 2005), the analysis will be conducted using 

aggregated data.
13

 

Reliability test helps assess the stability of a measure over a variety of 

conditions and the internal consistency of the scale (Sekaran, 2005; Neuman, 2003). 

In this study the reliability of the measures is assessed by means of the Cronbach 

alpha score. Since this type of test is to asses the internal consistency of the measures, 

only instruments with more than one item can be tested.   

Table 5.6 presents the results of factor analysis and reliability analysis. 

 

 

 

 

                                                 
13

 For the ―procedural fairness‖ variable the analysis is based on three organisations within the private 

sector because in the police force this variable is only measured using two items. In the private sector 

this variable is measured using four items.  In addition, the test is only applicable to the instruments 

with more than one item.  

Following Ittner et al. (2003), the performance measures variable is not factor-analysed because they 

represent different categories of measures.  
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Table 5.6. The results of factor analysis and reliability analysis 

Panel A. Goal specificity 

Item Factor Alpha if item 

is deleted 1 

GS1 0.826 0.916 

GS2 0.935 0.751 

GS3 0.919 0.784 

Eigenvalue 2.402  

Cumulative variance explained 80.051%  

Alpha 0.874  

 

Panel B. Procedural fairness 

Item Factor Alpha if item 

is deleted 1 

PF1 0.835 0.811 

PF2 0.858 0.793 

PF3 0.836 0.810 

PF4 0.805 0.829 

Eigenvalue 2.780  

Cumulative variance explained 69.505%  

Alpha 0.851  

 

Panel C. Distributive fairness 

Item Factor Alpha if item 

is deleted 1 

DF1 0.921 0.941 

DF2 0.940 0.936 

DF3 0.916 0.942 

DF4 0.887 0.949 

DF5 0.925 0.942 

Eigenvalue 4.213  

Cumulative variance explained 84.256%  

Alpha 0.953  

Panel D. Trust 

Item Factor Alpha if item 

is deleted 1 

Trust1 0.805 0.848 

Trust2 0.834 0.836 

Trust3 0.890 0.780 

Trust4 0.852 0.827 

Eigenvalue 2.863  

Cumulative variance explained 71.574%  

Alpha 0.865  
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Panel E. Organisational commitment 

 Item Factor Alpha if item 

is deleted  

1 

 

2 

OC1  0.787 0.892 

OC2 0.623  0.868 

OC3 0.664  0.869 

OC4 0.790  0.890 

OC5 0.603  0.867 

OC6 0.787  0.867 

OC7 0.743  0.868 

OC8 0.820  0.871 

OC9  0.714 0.892 

Eigenvalue 3.690 2.266  

Cumulative variance explained 40.998% 66.180%  

Alpha 0.889   

 

Panel F. Goal commitment 

Item Factor Alpha if item 

is deleted 1 

GC1 0.769 0.852 

GC2 0.906 0.632 

GC3 0.878 0.700 

Eigenvalue 2.184  

Cumulative variance explained 72.795%  

Alpha 0.780  
 

Panel G. Job satisfaction 

Item Factor Alpha if item 

is deleted 1 

JS1 0.790 0.876 

JS2 0.789 0.877 

JS3 0.803 0.874 

JS4 0.870 0.866 

JS5 0.816 0.873 

JS6 0.804 0.874 

Eigenvalue 3.960  

Cumulative variance explained 66.005%  

Alpha 0.892  

 

Overall, the results suggest that the instruments are valid and reliable. All 

instruments produce single factors except organisational commitment where it 
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produces two factors. Consistent with previous studies in management accounting 

(Chong and Eggleton, 2007; Lau et al., 2008) which use this instrument, the thesis 

uses all nine items. In addition, all items have factor loading above 0.6. Finally, all 

instruments have Cronbach‘s alpha above 0.7 indicating that the instruments are 

reliable (Nunnaly, 1967). 

 As the number of items to measure the main variable studied, i.e. procedural 

fairness, is not equal (two for the public sector organisation (the Police Force) and 

four for the private sector) they will not be aggregated and will be analysed 

separately. Data for the private sector will be aggregated by controlling for industry 

and/or company. 

 Table 5.6. provides the preliminary analysis in terms of correlation among 

variables studied. Panel A is based on the aggregated data of three organisations in 

the private sector and Panel B is based on the data from the police force. The table in 

Panel A indicates that procedural fairness is positively associated with other variables 

except with managerial performance (MP), financial measures (F), and nonfinancial 

measures (NF). Hence the table provides initial support for the majority of 

hypotheses proposed. The table suggests that participation in target settings (Part), 

transparency of  the goal-attainment-reward link (Link), and goal specificity (GS) are 

the antecedents of procedural fairness. On the other hand, the table suggests that 

performance measures (both financial and nonfinancial) are not the antecedents of 

procedural fairness. This will be examined in further detail in chapter 6. 

With regard to the consequences of procedural fairness, the table suggests that 

distributive fairness (DF), trust, organisational commitment (OC), job satisfaction 
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(JS) and goal commitment (GC) are the consequences of procedural fairness. In 

addition, since distributive fairness, trust and organisational commitment are all 

significantly associated with job satisfaction, it is likely that the effect of procedural 

fairness on job satisfaction is mediated by those three variables. With regard to the 

effect of procedural fairness on performance, it is argued that the effect is indirect and 

mainly via organisational commitment. This will be discussed in further detail in 

chapter 7.  

Using data from the police force, the results in table 5.6: Panel B indicate that 

the likely antecedents of procedural fairness are participation and goal specificity. In 

this organisation, the transparency of the goal-attainment-reward link is probably not 

shown as a determinant of procedural fairness. This is different from the results of 

private organisations. This may be explained by the fact that reward received by the 

detective inspectors is not linked with their performance target achievement. Similar 

to the results of private sector organisations, performance measures (both financial 

and nonfinancial) are not significantly associated with procedural fairness.  

 With regard to the consequences of procedural fairness, the table indicates 

that procedural fairness is significantly associated with distributive fairness, trust, and 

organisational commitment. Procedural fairness is not significantly associated with 

job satisfaction. However, it is possible that the effects of procedural fairness on job 

satisfaction are indirect via trust and organisational commitment as job satisfaction is 

positively associated with trust and organisational commitment.  
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5.6. Conclusions 

This chapter has presented the results of the preliminary analysis of the data 

gathered for the study. Overall, the preliminary analyses suggest that the instruments 

used are valid and reliable for further analysis. The next five chapters will present the 

results of the main analysis. 
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Table 5.7. The results of correlation analysis 

Panel A. Private sector organisations 

 PF DF Trust OC JS MP GS GC Link Part F NF 

PF 1.000 .716** .441** .485** .482** .003 .467** .335** .570** .447** .059 .005 

DF  1.000 .391** .525** .512** .028 .267** .242** .486** .348** .021 .011 

Trust   1.000 .425** .434** .033 .271** .328** .236** .348** .148 .209* 

OC    1.000 .795** .256** .392** .463** .446** .421** .187* .252** 

JS     1.000 .235** .351** .328** .371** .313** .165* .207* 

MP      1.000 .168* .217** .031 .095 .204** .197* 

GS       1.000 .539** .515** .484** .191* .083 

GC        1.000 .413** .354** .087 .105 

Link         1.000 .433** .225** .128 

Part          1.000 .070 .148 

F           1.000 .223* 

NF            1.000 
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Panel B. The police force (public sector organisation) 

 PF DF Trust OC JS MP GS GC Trans Part F NF 

PF 1.000 .288* .313* .334* .197 .158 .290* .245 .223 .279* .057 .098 

DF  1.000 .236 .193 .135 .316* .166 .000 .100 .123 -.038 -.149 

Trust   1.000 .431** .372** .118 .266* .338* .061 .252 .155 .223 

OC    1.000 .724(**) .106 .243 .402** .127 .425** .313* .421** 

JS     1.000 .032 .080 .261* -.142 .305* -.003 .278 

MP      1.000 .162 .311* .044 .152 .130 .153 

GS       1.000 .480** .251 .347** .262 .296 

GC        1.000 .270* .348** .329* .359* 

Trans         1.000 .140 .163 .098 

Part          1.000 .190 .304* 

F           1.000 .448** 

NF            1.000 

**  Correlation is significant at the 0.01 level (2-tailed). 

*  Correlation is significant at the 0.05 level (2-tailed).   
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CHAPTER 6: INVESTIGATING THE ANTECEDENTS 

OF PROCEDURAL FAIRNESS 

 

6.1. Introduction 

This chapter presents the results of the investigation of the antecedents of procedural 

fairness in the context of performance measurement, evaluation and reward systems 

(PMERS). In particular, it examines whether managers‘ perception of procedural 

fairness is influenced by (1) the form of performance measures used to evaluate 

performance and (2) goal-related variables in the form of participation in setting 

performance targets, the goal-attainment-reward link, and the specificity of goals to 

be achieved by managers. This chapter addresses research questions 1a to 1d and tests 

hypotheses 1 to 5 as outlined in chapter 1. 

The model examined in this chapter is depicted in figure 6.1. Prior to the 

presentation of the results, this chapter presents the background of the study and 

summarises the literature relating to the hypotheses to be tested. Although some of 

this has already been discussed in chapter 3, it is revisited in this chapter to aid the 

reader. 

6.2. Background of the Study 

As mentioned in chapter 1, previous studies on fairness in the context of PMERS 

(e.g. Hopwood, 1972; Otley, 1978; Lau and Sholihin, 2005; Lau and Moser, 2008; 

Hartmann and Slapnicar, 2009) yield inconclusive findings on what aspects of 

PMERS affect the perception of fairness of performance evaluation processes.  
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Figure 6.1. The model examined  

 

 

 

 

 

 

 

 

 

 

 

 

Hopwood (1972) studied whether supervisory evaluative style (how a superior 

evaluates the performance of subordinates) affects the subordinates‘ attitudes, such as 
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and perception of fairness of the performance evaluation processes. In doing so, 

Hopwood (1972) constructed three categories of performance evaluation style: 

Budget Constrained (BC) style (i.e. accounting data, budgets, are used in a rigid 

manner), Profit Conscious (PC) style (accounting data are used in a more flexible 

manner), and Nonaccounting (NA) style (accounting data are seen as being of 
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  ―the different uses of the accounting data in performance evaluation affect 

the cost center heads‘ perception of how justly their performance is 

evaluated…when there is a tendency to use the accounting data in terms of a 

Budget Constrained style, the cost center heads feel that their evaluation is 

less just than those reporting either a Profit Conscious style or 

Nonaccounting style‖ (Hopwood, 1972, p. 168) (emphasis added). 

 

A similar study was conducted by Otley (1978). Following Hopwood (1972), 

Otley (1978; p. 126) hypothesised that ―when a manager perceives that he is 

evaluated primarily on his ability to meet his budget… he is more likely to…consider 

his evaluation to be unfair‖ (emphasis added). Contrary to Hopwood (1972), 

however, Otley‘s (1978) results indicated that supervisory evaluative style is not 

significantly associated with perceptions of procedural fairness. These two studies 

have motivated a stream of research on the use of accounting data and its behavioural 

consequences, typically ignoring non-accounting style.
14

 Yet, until recently the issue 

raised by Hopwood and Otley on the justness/fairness of the performance evaluation 

process has been largely ignored. As reviewed in chapter 3, most subsequent studies 

focus on job-related tension, job satisfaction, and performance as the dependent 

variables. 

In both the Hopwood and Otley studies justness/fairness in performance 

evaluation is captured by a single item and predates the considerable developments in 

the organisational justice literature over the past three decades.  

More recent studies in the accounting literature have returned to the topic, but 

typically replace Hopwood‘s three evaluative style categories with two – financial 

                                                 
14

 This type of study is also often termed ―budget emphasis‖ or ―Reliance on Accounting Performance 

Measures‖ (for reviews see, for example, Hartmann, 2000; Otley and Fakiolas, 2000; Vagneur and 

Peiperl, 2000; Noeverman et al., 2005; Derfuss, 2009) 
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and nonfinancial measures. A recent study by Lau and Moser (2008) argued that the 

use of nonfinancial (nonaccounting) performance measures for subordinate 

performance evaluation may lead to higher perceptions of fairness in performance 

evaluation processes, termed procedural fairness. They argue that nonfinancial 

measures are more consistent with the six procedural fairness rules/criteria proposed 

by Leventhal (1980)
15

 because nonfinancial measures (1) lead to performance 

appraisals that are based on complete and accurate information, (2) reflect 

employees‘ long-term interests, (3) contain some provisions to appeal against and 

rectify unfair appraisals, (4) reflect performance within employees‘ control, (5) 

protect employees‘ interests, and (6) indicate polite and dignified treatment of 

individuals. Their empirical results support the view that the use of nonfinancial 

measures is positively associated with procedural fairness. They further speculate, but 

do not empirically explore, that the use of financial measures may lead to lower 

perception of procedural fairness because financial measures are ―(1) too narrow, (2) 

too aggregate, and (3) too myopic to capture comprehensively employee effort and 

performance in broader and longer-term settings‖ (p. 58).  

Lau and Moser‘s (2008) contention conflicts with an earlier study by Lau and 

Sholihin (2005) who argued that both nonfinancial and financial measures may be 

positively associated with procedural fairness. Whilst Lau and Moser (2008) contend 

that financial measures are problematic, as discussed above, and may lead to lower 

perceived procedural fairness, Lau and Sholihin (2005) found that nonfinancial and 

                                                 
15

 The six procedural fairness rules/criteria are: consistency, representativeness, bias suppression, 

accuracy, correctability, and ethicality. Detailed discussions of these criteria have been presented in 

chapter 2. 
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financial measures were both positively associated with procedural fairness and the 

effect of financial measures on fairness was actually higher compared to that of 

nonfinancial measures. One possible explanation could be that many of the six 

fairness rules discussed above apply as equally to financial as to nonfinancial 

measures. 

 To summarise the mixed findings to date on the effects of evaluative style on 

fairness we find that Hopwood (1972) and Lau and Sholihin (2005) found that both 

financial (accounting) and nonfinancial (nonaccounting) measures are positively 

associated with fairness perception, Lau and Moser (2008) support the view that 

nonfinancial measures increase the fairness perception, whilst Otley (1978) found that 

neither affected fairness. Whilst both Hopwood‘s and Lau and Sholihin‘s studies 

found that financial and nonfinancial measures positively affect fairness, it is not 

clear which specific measures lead to higher fairness perception. Whilst Lau and 

Sholihin found that the effect of financial measures on fairness was higher than that 

of nonfinancial measures, Hopwood (1972) found that the association between 

Nonaccounting style and fairness is higher than that between Budget Constrained and 

fairness. One obvious conclusion that might be drawn is that while fairness of 

performance evaluation procedures is important, the conventional explanation in  

terms of Accounting versus Nonaccounting style, or Financial versus Nonfinancial 

measures, are not good explanatory classifications. 

A promising line of enquiry is offered by Hartmann and Slapnicar (2009) who 

examined the interpersonal trust between subordinate managers and their superiors. 

They argue that ―subordinate‘s trust in superior depends on the formality of the 
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performance evaluation procedure and that this relationship is mediated by 

managerial perceptions of justice and feedback‖ (p. 1). Further, they classify 

performance evaluation procedures into target setting, performance measurement, and 

performance rewarding, and explain their relation to formality as follows: 

―Regarding target setting, a high level of formality denotes the situation in 

which superiors explicate performance targets in quantitative and written 

terms. Informal target setting, instead, means having implicit, qualitative (‗do 

your best‘) targets, that are communicated informally, and whose subsequent 

achievement cannot be measured objectively. Regarding performance 

measurement, a high level of formality implies the use of quantitative and 

objective, rather than qualitative and subjective measures, which make up 

informal performance assessments. Regarding the assignment of performance-

based rewards, a high level of formality means the formulaic determination of 

rewards and bonuses, rather than the use of untraceable personal judgment. In 

sum, superiors that use the performance evaluation in a formal way are those 

superiors that explicate performance targets, measure performance by a set of 

clear metrics, and who give rewards based on clear allocation rules‖ (p. 3). 

 

However, their findings reveal that while trust is significantly associated with 

formality, there is no significant association between formal use of the performance 

evaluation system and procedural fairness. Hartmann and Slapnicar‘s (2009) findings 

offer a persuasive case that it is not the performance measures used to evaluate 

subordinates‘ performance that influence perceptions of trust and procedural fairness.  

In this respect, this thesis argues that the driving force behind procedural fairness is 

not the formality of the performance evaluation procedure, but goal-related attributes 

including the level of participation in target setting, the goal-attainment-rewards link, 

and the specificity of the goals. These attributes are discussed below. 
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6.3. Summary of Literature and Hypotheses 

6.3.1. Participation in target setting and and procedural fairness 

As discussed earlier in chapter 2, Leventhal (1980) contended that the 

perception of procedural fairness will be affected by six rules: consistency, bias 

suppression, accuracy, correctability, representativeness, and ethicality of the 

procedures. The consistency rule states that to be fair a procedure must be applied 

consistently across persons and across time. This implies that all parties have the 

same rights under the procedures and are treated similarly, and that the procedure is 

enacted the same way each time it is used. The bias-suppression rule stipulates that 

procedures are fair if the decision maker does not have a vested interest in any 

specific decision, and if the decision maker is not influenced by prior beliefs. The 

accuracy rule states that to be fair procedures should be based on as much good-

quality information and informed opinion as possible, while the correctability rule 

states that opportunities must exist to modify and reverse decisions made. The 

representativeness rule stipulates that ―all phases of the allocative process must reflect 

the basic concerns, values, and outlooks of important subgroups in the population of 

individuals affected by the allocative process‖ (Leventhal, 1980, p.44-45). This rule is 

closely related to power sharing and participatory decision making. Finally, the 

ethicality rule states that to be fair, procedures must be compatible with fundamental 

moral and ethical values.  

Most of the above requirements for procedural fairness can be promoted 

through participation in target setting. For example, participation is consistent with 

the characteristics of representativeness, correctability, accuracy, bias-suppression 
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and ethicality in that it permits subordinates to reflect their concerns and values, gives 

opportunity to modify decisions, can be used as a way of sharing information, 

provides opportunity for subordinate managers to correct any inappropriate prior 

beliefs held by their superiors, and is consistent with the moral value that individuals 

should have the opportunity to engage in setting goals. It is therefore reasonable to 

propose that participation is positively associated with procedural fairness. 

Additionally, Lind and Tyler (1988, p. 236) argue that ―the opportunity to exercise 

voice (participation) constitutes a visible marker of group membership … mute 

procedures are seen as … unjust because they appear to deny full membership rights 

to those denied voice‖ (parentheses added) and ―…one of the most potent 

determinants of the procedural fairness of a social decision-making procedure is the 

extent to which those affected by the decision are allowed to participate in the 

decision-making process through the exercise of process control or voice‖ (p. 176). 

Similarly, Early and Kanfer (1985) argue that since participation gives opportunity 

for input, it provides the individual with perceived mastery or control over a situation; 

thus participation may enhance perceived fairness.  

Wentzel (2002), studying 88 cost centre managers of a downsized hospital in 

the US, found that budget participation is positively associated with procedural 

fairness. Similar results were found by Lau and Tan (2006) among managers of 

manufacturing companies in Singapore. This study therefore argues that a positive 

association holds between participation in setting targets and procedural fairness. 

Ha1:  Participation in target setting is positively associated with procedural 

fairness. 
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6.2.3. Goal-attainment-reward link and procedural fairness 

As mentioned in chapter 2, the performance evaluation and reward system is 

an important component of the management control system designed to motivate 

organisational members to perform better and in accordance with the organisation‘s 

objectives (Otley, 1999; Merchant and Van der Stede, 2003). According to 

Emmanuel et al. (1990) and Merchant and Van der Stede (2003), one of the principal 

means of motivating subordinates towards effective performance is to link 

organisational rewards to the level of performance achieved. This implies that the link 

between the achievement of goals or performance targets set and rewards should be 

transparent. A recent empirical study by Kominis and Emmanuel (2007) using a 

sample of middle managers in a large UK-based financial institution found that the 

effect of transparency in the performance-reward link on motivation is indirect via the 

value of extrinsic rewards. In other words,  Kominis and Emmanuel‘s (2007) study 

suggests that the effect of transparency of the performance-reward link on motivation 

may be mediated by other variables, and in their study this was the value of extrinsic 

rewards. 

Drawing on Emmanuel et al.‘s (1990) and Merchant and Van der Stede‘s 

(2003) contentions and extending Kominis and Emmanuel‘s (2007) findings, this 

study argues that the transparency of the goal-attainment-reward link is likely to 

enhance motivation via perceived procedural fairness. This is because a transparent 

rewards system should be consistent, unbiased, and accurate, all of which are 

characteristics of procedural fairness (Leventhal, 1980). Therefore, this study 
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hypothesises that transparency of the goal-attainment-reward link will be positively 

associated with procedural fairness. 

Ha2:  Transparency of the goal-attainment-reward link will be positively 

associated with procedural fairness. 

 

6.2.4. Goal specificity and procedural fairness 

Goal specificity refers to ―the extent to which the goals are clearly defined by a 

supervisor‖ (Fang et al., 2005). In the context of performance measurement, 

evaluation and reward systems (PMERS) the goals can be financial or nonfinancial. 

Organisations which develop and adopt specific performance measures, whether 

financial or nonfinancial, for performance evaluation are more likely to develop 

specific goals and targets for employees to pursue, than are organisations which have 

no specific performance measures for performance evaluation. Further, the existence 

of pre-specified goals is likely to provide clearer understanding (goal clarity) for 

organisational members and indicate how they will be evaluated. In addition, goal 

specificity and clarity informs employees of their responsibilities and performance 

targets. In other words, the existence of specific goals will guide employees in 

deciding where they should direct their attention and effort. 

In relation to procedural justice, the existence of goal specificity/clarity is in 

line with the consistency and bias-suppression rules, as a specific goal is likely to 

facilitate the application of procedures consistently across time and persons and be 

less biased and less subjective. In addition, the existence of specific goals indicates 

that there is a standard to follow which provides opportunity for managers to 

challenge/rebut evaluation. An empirical study by Greenberg (1986) with samples of 
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middle managers in the US found that the ability to rebut/challenge evaluation and 

consistent application of standards are important determinants of perceived 

procedural fairness. Hence this thesis hypothesises that goal specificity is positively 

associated with procedural fairness. 

Ha3: Goal specificity is positively associated with procedural fairness. 

6.2.5. Performance measures and procedural fairness 

 As previously mentioned, there are no conclusive results regarding an 

association between performance measures used to evaluate subordinates‘ 

performance and fairness perception. Whilst Hopwood (1972) found that supervisory 

evaluative style is associated with fairness perception, Otley (1978) did not find such 

association. Likewise, whilst Lau and Moser (2008) found that nonfinancial measures 

are positively associated with procedural fairness and contended that financial 

measures may be negatively associated with procedural fairness, Lau and Sholihin 

(2005) found that both nonfinancial and financial measures are positively associated 

with procedural fairness. In addition, whilst Hopwood (1972) found that the 

association between Nonaccounting style and fairness was higher compared to that of 

Budget Constrained style and fairness, Lau and Sholihin (2005) found that the effect 

of financial measures on fairness was actually higher compared to that of 

nonfinancial measures. Following Lau and Sholihin (2005) the following hypothesis 

will be tested: 

Ha4: The use of financial performance measures is positively associated with 

procedural fairness. 

Ha5: The use of nonfinancial performance measures is positively associated 

with procedural fairness. 
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6.3. Analysis, Results and Discussions  

As mentioned in chapter 4, a total of 408 questionnaires were distributed to 

four different organisations (three in the private sector and one in the public sector) 

and 233 were returned. Of these responses, 11 were unusable due to a substantive part 

of the questionnaire being incomplete, resulting in the 222 final responses used in this 

thesis (details of the distribution of the questionnaires and responses for each 

organisation were presented in chapter 5). Since the main variable, procedural 

fairness, was measured differently (using four items for the private sector 

organisations and two items for the public sector) in the analysis, data were grouped 

into two categories (private and public sector). In the first instance the model is tested 

using data from the private sector organisations, and secondly the model is tested 

using data from the public sector organisation. 

To test the hypotheses data were analysed using both multiple regression and 

PLS.
16

  Prior to the main analysis, ANOVA tests between groups were performed for 

the three private sector organisations to see whether there are any differences among 

sub-samples in the private sector group. It was found that variability of variance 

between the groups (i.e. organisations) for procedural fairness, participation, 

transparency of goal-attainment-reward link, and goal specificity is significant (see 

table 6.1.). Therefore in running regression a dummy variable was added to control 

for the organisation effect. 

 

                                                 
16

 The regression was executed using an OLS approach with SPSS software and then verified using 

PLS with PLS Graph 3 software. 
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Table 6.1. The results of ANOVA tests 

 

Variable F Sig 

Procedural fairness 17.580 0.000 

Participation 4.448 0.013 

Transparency 29.802 0.000 

Goal specificity 14.042 0.000 

Financial measures 0.152 0.859 

Nonfinancial measures 0.579 0.449 

 

In addition to the ANOVA test, the inherent assumptions relating to the 

adequacy of regression models - normality, homoscedasticity, multicolinearity and 

linearity - are tested. Normality refers to the shape of data distribution for a metric 

variable and its correspondence to the normal distribution. Hair et al. (1998) argue 

that this assumption is the most fundamental assumption in regression analysis. To 

assess the normality, Cohen and Cohen (1983) recommend an examination of 

residual scatter plots of the dependent and independent variables. The results of the 

test indicate that the normal probability plots of the residuals of the regression models 

used in this thesis are scattered along a relatively straight line (see figure 6.2.). This 

means that the residuals are normally distributed and thus, the normality assumption 

is met. 

With homoscedasticity, it is assumed that dependent variables exhibit constant 

variance across the range of independent variables (Hair et al., 1998). This 

assumption can be tested by plotting the residuals against the predicted values (Cohen 

and Cohen, 1983; Hair et al., 1998). The homoscedasticity assumption is not violated 

when the plots of the residuals against the corresponding fitted (predicted) values for 

the models show that all plots are scattered randomly between approximately equal 
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horizontal bands with no discernible patterns or systematic variations. The results  

(see figure 6.3.) indicate that the homoscedasticity assumption is not violated. 

Figure 6.2. Normal probability plots of residuals 
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Another assumption tested is multicollinearity. Multicollinearity occurs when 

the correlations among variables are so high that certain statistical analysis cannot be 

performed. Multicollinearity signifies that at least two separate variables are 

measuring the same thing. Some indications of multicollinearity are: the correlation 

between independent variables being greater than 0.85 (Kline, 1998); the tolerance 

levels for the variables and any value being very small, less than 0.1; and the value of 

variance inflation factors (VIF) being greater than 10 (Kline, 1998; Pallant, 2005). 

The regression model shows that the tolerance levels for the variables are all above 

0.1, and that the value of variance inflation factors (VIF) is less than 10. Hence, there 
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is no multicollinearity problem. In addition, none of the correlations between 

independent variables is greater than 0.85 (see table 6.2.). 

Figure 6.3. Plots of residuals against predicted values 
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Linearity refers to the extent to which any changes in dependent variables are 

associated with the changes in the independent variables. Following Cohen and 

Cohen (1983), scatter plots of residuals were examined. The result indicates that the 

appropriateness of the linear models is not violated (see figure 6.4.). 

Table 6.2. presents the results of bivariate correlation analysis and table 6.3. 

presents the results of regression analysis. Table 6.2. shows that participation, reward 

link, and goal specificity are positively associated with procedural fairness. On the 

other hand, neither financial nor nonfinancial measures are associated with procedural 

fairness. Hence, the results provide initial support for the hypotheses that procedural 

fairness is affected by participation, reward link, and goal specificity, but do not 
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provide initial support for the hypotheses that procedural fairness is affected by the 

type of performance measure used to evaluate the respondents‘ performance. In 

addition, the table also indicates that all goal-related attributes (goal setting 

participation, goal-attainment-reward link, and goal specificity) are correlated 

significantly with each other. The table also reveals that financial performance 

measures are perceived to be more specific compared to that of nonfinancial 

measures.  

 Figure 6.4. Scatter plots of residuals against dependent variable 
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Table 6.2. The results of correlation analysis 

 PF Part Link GS FM NM 

Procedural 

Fairness (PF) 

1 
0.447** 0.570** 0.467** 0.059 0.005 

Participation 

(Part) 

 1 
0.433** 0.484** 0.070 0.148 

Reward link 

(Link) 

  1 
0.515** 0.225** 0.128 

Goal specificity  

(GS) 

   1 
0.191* 0.083 
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Financial measures 

(FM) 

    1 
0.223* 

Nonfinancial 

measures (NM) 

     1 

**  Correlation is significant at the 0.01 level (2-tailed). 

*  Correlation is significant at the 0.05 level (2-tailed). 

 

Table 6.3. presents the results of regression analysis using data from the three 

private sector companies with procedural fairness as the dependent variable and goal-

related attributes (goal-setting participation, goal-attainment-reward link, and goal 

specificity) and performance measures (financial and nonfinancial) as the 

independent variables, controlling for the company. The table indicates that 

participation, reward link and goal specificity significantly affect procedural fairness. 

On the other hand, neither performance measure (financial or nonfinancial) affects 

procedural fairness. Hence, hypothesis Ha1 (participation in target setting is 

positively associated with procedural fairness), hypothesis Ha2 (transparency of the 

goal-attainment-reward link will be positively associated with procedural fairness), 

and hypothesis Ha3 (goal specificity is positively associated with procedural fairness) 

are supported. However, Ha4 (the use of financial performance measures is positively 

associated with procedural fairness) and Ha5 (the use of nonfinancial performance 

measures is positively associated with procedural fairness) are not supported. 

Table 6.3. The results of regression analysis using OLS aproach 

Variables Coefficient Coefficient value p-value 

Constant b0 1.759 .001 

Participation b1 .199 .036 

Goal-attainment-link b2 .415 .000 

Goal specificity b3 .169 .097 

Financial measures b4 -.064 .444 

Nonfinancial measures b5 -.077 .349 

Company b6 .015 .862 

Adjusted R
2  

= 36.8%    
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F = 10.993;  p= 0.000    

 

The model is then tested using a PLS regression approach. The results of PLS 

are presented in table 6.4. The results of the PLS approach are broadly consistent with 

the results of the OLS approach. Procedural fairness is significantly affected by 

participation in target setting, goal-attainment-reward link, and goal specificity. On 

the other hand, procedural fairness is not affected by the type of performance measure 

(either financial or nonfinancial measures) used to evaluate performance.  

Table 6.4. The results of regression using PLS approach 

(t-statistics in brackets) 

Variable Path to 

 Procedural fairness 

Participation in target setting 0.191 (2.218)* 

Goal-attainment-reward link 0.374 (4.771)** 

Goal specificity 0.175 (2.077)* 

Financial measures -0.071 (1.214) 

Nonfinancial measures 0.112 (0.821) 

Company 0.026 (0.314) 

R
2
 41.4% 

**  Significant at the 0.01 level (2-tailed). 

*    Significant at the 0.05 level (2-tailed). 

 

Overall, the results of statistical analysis support the arguments that 

procedural fairness is affected by participation in target setting, transparency of the 

goal-attainment-reward link, and goal specificity. It is possible that those three 

variables are consistent with the six justice rules proposed by Leventhal (1980) as 

contended in this thesis. However, the results do not support the argument that the use 

of financial and nonfinancial measures is associated with procedural fairness (c.f. Lau 

and Sholihin, 2005; Lau and Moser, 2008). 
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The interview results support the above findings. For example, a production 

manager from the manufacturing company emphasised the importance of goal 

specificity as follows: 

―… well defined targets help me to get organised which improves my 

performance…if targets are not well defined (I am) not able to achieve them‖. 

 

Another manager, a marketing manager, from the same company said: 

 

―…(specific goals) allow me (to be) more focused on achieving targets, (to 

make) more focused effort‖. 

 

The above two managers argued that specific goals/targets are important 

because they help them to achieve better performance. Hence, it is likely that goal 

specificity is positively associated with procedural fairness because it is instrumental 

in achieving better performance (c.f. Locke and Latham, 1990; 2002). To some 

extent, it supports the instrumental approach to procedural fairness, i.e. an individual 

prefers fair procedures because it will give them better outcomes (Lind and Tyler, 

1998). A similar reason is raised by a manager from the UK FSO: 

― Specific goals are important to me because specific goals motivate me to 

higher performance and provide me with required focus‖. 

 

With regard to participation, the above marketing manager offer reasons why 

it is important: 

― Participation allows me to give input and …I feel involved in business and 

…I can express my opinions and I can influence outcomes‖. 

 

Likewise, the production managers argued: 

 

―Participation gives me a better understanding of how to achieve targets and 

understand why I have to do it … it improves my motivation …‖. 
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However, a health and safety manager said that participation was ―…just for personal 

satisfaction‖. Presumably, part of the satisfaction is an assurance that the evaluation 

procedures are conducted in a fair manner. 

The above quotes suggest various reasons why managers value participation. 

This is consistent with previous studies in organisational justice on the positive 

effects of participative decision making on procedural fairness (see Greenberg and 

Folger 1983; Bies and Shapiro 1988; Magner et al. 1992). Ehlen and Welker (1996) 

identified why participation affects the perception of fairness. They are: (1) 

participation serves to enhance a perception of the sincerity of the position taken by a 

decision maker (Greenberg and Folger 1983); (2) participation may generate a 

perception of enhanced decision quality (Greenberg and Folger 1983); (3) 

participation sends a message to participants about how they are perceived by others 

(Lind and Tyler 1988; Folger and Konovsky 1989); and (4) people desire control over 

decision outcomes which affect them, and participation is seen as a way to achieve 

this control (Thibaut and Walker 1975). 

Table 6.5. presents the results of regression analysis using data from the 

police force. The table reveals that only participation (p<0.10) is significantly 

associated with procedural fairness. The results suggest that participation is a salient 

variable to affect procedural fairness perception. This is consistent with previous 

studies on fairness in various contexts. For example, in the budgeting context both 

Wentzel (2002) and Lau and Tan (2006) found that budgetary participation is 

positively associated with procedural fairness. In the public accounting firm 
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environment Ehlen and Welker (1996) also found that participation is positively 

associated with procedural fairness. 

Table 6.5. 

The results of regression analysis using data from the police force 

Variables Coefficient Coefficient value p-value 

Constant b0 1.938 .022 

Participation b1 .265 .093 

Transparency link b2 .253 .110 

Goal specificity b3 .254 .121 

Financial measures b4 -.241 .181 

Nonfinancial measures b5 .075 .664 

Adjusted R
2  

= 17.1%    

F = 2.686;  p= 0.037    

 
It is difficult to say whether the differences in results are caused by the nature 

of the organisations (private vs public) or because of varying numbers of cases for 

analysis (57 for police and 165 for private). Future studies need to address this issue. 

6.4. Conclusions 

The chapter has examined the antecedents of procedural fairness. Using the data from 

three private sector organisations, the results indicate that procedural fairness is 

affected by goal-related attributes (goal setting participation, the goal-attainment-

reward link, and goal specificity) and not the performance measures used to evaluate 

manager performance. Using the data from the police force the results indicate that 

only participation affects procedural fairness perception. The results suggest that 

participation is the salient variable to affect procedural fairness. The association 

between participation in target setting and procedural fairness will be further 

discussed in chapter 8. Particularly, chapter 8 will examine whether procedural 
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fairness and trust mediate the relationship between participation in target setting and 

goal commitment. 
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CHAPTER 7: CONSEQUENCES OF PROCEDURAL 

FAIRNESS  
 

7.1. Introduction 

This chapter presents the results of the analysis on the consequences of procedural 

fairness in performance evaluation processes. In particular, it examines whether 

procedural fairness affects job satisfaction and managerial performance, and if so, 

whether the effects are mediated by distributive fairness, trust, and organisational 

commitment. As discussed in chapter 3, this research topic was recently explored by 

Lau et al. (2008), and this chapter offers a replication and extension of that work. The 

importance of replication studies is emphasised by Lindsay and Ehrenberg (1993) and 

Otley and Pollanen (2000). Lindsay and Ehrenberg (1993) state: ―It (replication) is 

needed not merely to validate one‘s findings, but more importantly, to establish the 

increasing range of radically different conditions under which the findings hold, and 

the predictable exceptions‖ (p. 217, parentheses added).   

The model examined in this chapter is depicted in figure 7.1. Prior to the 

presentation of the results, this chapter will present the background of the study and 

summarise the literature relating to the hypotheses to be tested. Although some of this 

has already been discussed in chapter 3, it is revisited in this chapter to aid the reader. 

7.2. Background of the Study 

Lau et al. (2008) argue that fairness of procedures for performance evaluation 

(procedural fairness) affects job satisfaction through two distinct processes: ―The first 

is outcome-based through fairness of outcomes (distributive fairness)… The second is 
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non-outcome–based through trust in superior … and organisational commitment …‖ 

(p. 121). Their results support the proposed model (see figure 7.1.)
17

 that the effects 

of procedural fairness on job satisfaction are indirect via distributive fairness 

(outcome-based); and via trust and organisational commitment (non-outcome-based). 

After controlling for these variables, they find that the direct effect of fairness of 

performance evaluation procedures on job satisfaction was not significant. 

Figure 7.1. The effect of fairness of performance evaluation procedures  

 

 

 

 

    

                                                                                                 

                                                                                                                                                                                       

    

 

 

 

                                

 

                              

                              

 

 

                                       

                                                                                          

 

Whilst Lau et al. (2008) offer an important step towards developing a unified 

theory on procedural fairness effects, some issues, however, merit further 

investigation. First, Lau et al. (2008) drew their sample from a population of highly 

qualified and experienced managers from the health service sector in an Australian 

state. The generalisability of their findings to other contexts and cultures, such as 
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 The independent variable in Lau et al.‘s (2008) study is only job satisfaction. 
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different industry sectors, managerial levels, and countries, has yet to be 

demonstrated. They acknowledge this limitation: ―As our sample was drawn from 

managerial-level employees from the health service sector, the extent to which the 

nature of this sample may have influenced the results is unclear. Hence, generalising 

the results to other levels of employees and to other sectors should be undertaken 

with caution‖ (p. 132). Leung (2005) calls for researchers to examine procedural 

justice development cross-culturally and notes that ―a universal concern of justice…. 

does not mean that all justice effects are necessarily generalisable …‖ (p. 557).  The 

first aim of this chapter is therefore to examine the external validity of Lau et al.‘s 

(2008) findings by retesting their hypotheses using their proposed model on a very 

different sample. Whilst their study employs a sample of 110 highly qualified and 

experienced managers from the health service sector in an Australian state, this study 

uses a sample of 165 managers, mostly at middle and lower managerial levels and 

across various functions, from three large private sector organisations in the 

manufacturing and financial services sectors with head offices based in Europe and 

Africa as discussed in chapter 4.
18

  The selection of samples using middle and lower 

managers is consistent with Indjejikian‘s (1999) suggestions: ―More empirical 

evidence on performance evaluation and compensation practices at lower 

organizational levels will likely make significant contribution‖ (p. 147). 

A second limitation of the study by Lau et al. (2008) is that while it explores 

the indirect relationship of procedural fairness with job satisfaction, it fails to 

                                                 
18

 The model is also tested using the data from the police force, as will be presented latter in this 

chapter. 
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consider the indirect effects of distributive fairness. Recent literature on 

organisational justice (e.g. Colquitt et al., 2001) suggests that organisational 

commitment is affected by both procedural fairness and distributive fairness. This 

study argues that the effect of distributive fairness on job satisfaction is primarily 

indirect via organisational commitment, and should be considered in the model. The 

second objective, therefore, is to develop the model to examine both the direct and 

indirect effects of distributive fairness on job satisfaction.  

Another important issue concerns the possible interaction effects between 

procedural fairness and other variables, i.e. distributive fairness, trust and 

organisational commitment, on job satisfaction.  For example, while Lau et al. (2008) 

found that procedural fairness in performance evaluation is positively associated with 

job satisfaction, it is not clear what happens in cases where trust in superior is high 

but procedural fairness is low. The third objective of this chapter therefore examines 

whether the effect on job satisfaction of low levels of fairness in evaluation 

procedures can be compensated by higher levels of trust and organisational 

commitment  

Fourth, Lau et al. (2008) did not consider employee performance in their 

study, but recognise it is an important dependent variable in studying procedural 

fairness effects and suggest that future research could  ―investigate the processes by 

which procedural fairness affects employee performance‖  (Lau et al., 2008, p. 133).   

This view is consistent with, for example, Lind and Tyler (1988) and Wentzel (2002) 

who argue that procedural fairness may affect performance. In a review of the 

fairness literature, Colquitt et al. (2001) identify the lack of studies on the effect of 
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procedural fairness on performance compared with other outcomes, and that  it is ―the 

most unclear of all relationships in the organizational justice literature‖ (p. 430). 

Given this observation, and recognising that the manner by which procedural fairness 

affects performance is a critical issue in the design of management accounting and 

control systems, this study incorporates performance in the model and argues that the 

perceived fairness in performance evaluation affects manager performance, although 

the effects may well be indirect. Hence the fourth objective is to ascertain whether 

procedural fairness affects performance and, if so, whether it affects performance in 

the same manner as job satisfaction.   

7.3. Summary of Literature and Hypotheses  

7.3.1. Mediating effect of distributive fairness on the relationship between 

procedural fairness and job satisfaction. 

Based on the instrumental model, e.g. the control model (Thibaut and Walker, 1975) 

and self interest model (Lind and Tyler, 1988)
19

, and previous studies in management 

accounting (e.g. Lindquist, 1995), Lau et al. (2008) proposed that procedural fairness 

is associated with distributive fairness, which will eventually lead to higher job 

satisfaction. Their hypotheses, which will be re-examined, are: 

Ha6: Procedural fairness is positively related to fairness of outcomes (distributive 

fairness) (path PF – DF). 

Ha7:  Distributive fairness is positively related to job satisfaction (path DF – JS). 

                                                 
19

 As discussed in chapter 2, the instrumental model argues that people prefer fair procedures because 

they lead to fair distribution of outcomes.  
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Ha8: Procedural fairness has an indirect effect on job satisfaction via distributive 

fairness (path PF – DF – JS). 

7.3.2. Mediating effects of trust on the relationship between procedural fairness 

and job satisfaction. 

Based on the group value model, Lau et al. argue that ―fairness of procedures 

may therefore enhance job satisfaction not merely because it leads to fairer outcomes, 

but because it may engender positive outcomes associated with group membership, 

including trust in superior and organisational commitment‖ (Lau et al., 2008; p. 125). 

From an empirical perspective, the proposition that trust mediates the relationship 

between procedural fairness and job satisfaction is based, first, on previous findings 

in management accounting (Magner and Welker, 1994; Magner et al., 1995; Staley 

and Magner, 2006), which suggest that fairness of performance evaluation procedures 

is likely to affect trust, and, secondly, on findings in organisational studies (e.g. 

Driscoll, 1978) and in management accounting (e.g. Lau and Sholihin, 2005), which 

suggest that trust is associated with job satisfaction.  

Following Lau et al. (2008), this thesis hypothesises: 

Ha9: Procedural fairness is positively related to subordinates‘ trust in their 

superiors (path PF – Trust). 

Ha10: Trust in superiors is positively related to job satisfaction (path Trust – 

JS). 

Ha11: Procedural fairness has an indirect effect on job satisfaction via trust in 

superiors (path PF – Trust – JS). 
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7.3.3. Mediating effects of organisational commitment on the relationship 

between procedural fairness and job satisfaction. 

With regard to the mediating effects of organisational commitment on the 

relationship between procedural fairness and job satisfaction, Lau et al.‘s (2008) 

hypotheses are based on the findings of previous management accounting studies 

(e.g. Magner and Welker, 1994; Magner et al., 1995) and organisational studies 

(Folger and Konovsky, 1989; McFarlin and Sweeney, 1992), which suggest that 

fairness of evaluation procedures is likely to be associated with organisational 

commitment, and that committed employees are likely to experience higher  job 

satisfaction (Bateman and Strasser, 1984; Mathieu and Zajac, 1990; Vandenberg and 

Lance, 1992).  

Based on the above literature this study hypothesises: 

Ha12: Procedural fairness is positively related to organisational commitment 

(path PF – OC). 

Ha13: Organisational commitment is positively related to job satisfaction 

(path OC – JS). 

Ha14: Procedural fairness has an indirect effect on job satisfaction via 

organisational commitment (path FP – OC – JS). 

7.3.4. Trust and organisational commitment 

Drawing on the work of Ketchand and Strawser (2001), Lau et al. argue that trust in 

supervisor may be associated with organisational commitment because subordinates 

will tend to perceive their organisation through the supervisors‘ actions: 
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 ―Consequently if the subordinates harbour positive (or negative) feeling 

towards their superiors, who are, after all, acting on behalf of the organisation, 

they (the subordinates) are also likely to harbour similar feeling towards their 

organisation. This suggests that a high level of trust in superiors is likely to be 

translated into a favourable attitude towards the organisation. This may lead to 

the subordinates bonding with the organisation, and hence, high 

organisational commitment‖ (Lau et al., 2008; p. 126).  

 

Lau et al.‘s (2008) argument is in line with that of Zand (1997), who suggests that 

trust between individuals will greatly increase their joint problem-solving 

effectiveness. This, in turn, will increase their commitment to each other, and 

satisfaction with their work and their relationships. 

 This gives rise to the hypothesis: 

Ha15: Trust in superior is positively related to organisational commitment 

(path Trust – OC). 

7.3.5. Distributive fairness and organisational commitment 

A meta-analytic review of justice empirical studies by Colquitt et al. (2001) found a 

positive association between procedural justice and organisational commitment. 

Accounting studies by Magner and Welker (1994), Magner et al. (1995), Lau and 

Moser (2008) support the findings of organisational justice studies that conclude that 

procedural justice is positively associated with organisational commitment. Studies 

by McFarlin and Sweeney (1992), Lowe and and Vodanovich (1995), and Greenberg 

(1994), however, also found that distributive justice is positively associated with 

organisational commitment. Therefore, this thesis proposes that distributive fairness 

is positively associated with organisational commitment. 
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Ha16: Distributive fairness is positively associated with organisational 

commitment. 

7.3.6. Distributive fairness and performance 

Equity theory suggests that fairness of outcomes (distributive fairness) affects 

performance (Colquitt et al., 2001). Leventhal (1976) noted that equitable rewards 

may foster higher productivity. He argues that equitable allocation is instrumental to 

increasing performance in that poor performers are likely to change their performance 

in order to obtain higher rewards. For good performers, equitable allocation will 

motivate them to work harder to improve their performance to get even higher 

rewards. This study therefore hypothesises: 

Ha17: Distributive fairness is positively associated with performance (path 

DF – Performance). 

If Ha6 (procedural fairness is positively related to distributive fairness) and 

Ha16 are both supported, this study expects that the effect of procedural fairness on 

performance is indirect through distributive fairness. 

Ha18: Procedural fairness has an indirect effect on performance through 

distributive fairness (path PF – DF – Performance). 

7.3.7. Trust and performance 

Zand (1997) suggests that people who trust each other will greatly increase their 

problem-solving effectiveness and work together more constructively. Trusting 

behaviour can improve decision quality and its implementation. Higher decision 
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quality should give rise to higher performance. Lippit (1982) argues that trust 

between organisation members increases the capacity for problem solving and 

improves performance. Similarly, Reina and Reina (1999, p. 8) note that ―directly or 

indirectly trust is related to individual, group, and organisational performance‖.  This 

gives rise to the further hypothesis: 

Ha19: Trust is positively associated with performance (path Trust - 

Performance). 

If Ha9 (procedural fairness is positively related to subordinates‘ trust in 

superior) and Ha19 are both supported, this study expects that the effect of procedural 

fairness on performance is indirect through trust in superiors. 

Ha20: Procedural fairness has an indirect effect on performance through trust 

in superiors (path PF – Trust – Performance). 

7.3.8. Organisational commitment and performance 

Two important characteristics of organisational commitment are a strong belief in and 

acceptance of organisational goals and values, and a willingness to exert considerable 

effort on behalf of the organisation (Porter et al., 1974; Angle and Perry, 1981). With 

such characteristics, it is likely that organisational commitment will lead to higher 

performance. Empirical studies in the accounting literature (e.g. Nouri and Parker, 

1998; Chong and Eggleton, 2007) found that organisational commitment is associated 

with performance. This study therefore hypothesises that organisational commitment 

affects performance: 
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Ha21: Organisational commitment is positively associated with performance 

(OC – Performance). 

If Ha12 (procedural fairness is positively related to organisational 

commitment) and Ha21 are both supported, this study expect that the effect of 

procedural fairness on performance is indirect through organisational commitment. 

Ha22: Procedural fairness has an indirect effect on performance through 

organisational commitment (path PF – OC – Performance). 

7.4. Analysis, Results and Discussions 

Prior to the main analysis, a correlation test was performed to examine whether 

demographic variables (the average number of employees that respondents directly 

managed (employees), their length of service (tenure) in the organisation 

(tenure_org), tenure in their current position (tenure_job), and the length of time they 

have been supervised by their current supervisor (supervision)) are associated with 

the dependent variables (job satisfaction and performance). The test reveals no 

significant associations between respondents‘ demographic variables and the 

dependent variables (See table 7.1.), except for the association between tenure in the 

current position and job satisfaction. Further, ANOVA tests were performed to 

demonstrate the variance of variables among the three private organisations. 

Although ANOVA tests reveal differences (see table 7.2.), post hoc analysis using the 

Bonferroni test shows no significant difference for trust. In addition, there is no 

significant difference in organisational commitment between the two financial 

institutions (see table 7.3.). In this study, therefore, the samples are categorised into 
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two industry groups (manufacturing and financial) and t-tests were conducted. This 

revealed that the financial sector consistently achieved higher mean scores for 

variables studied (See table 7.4.). Therefore, in running PLS a dummy variable was 

added to control the effect of industry.  

Table 7.1. The results of correlation analysis between the demographic variables 

and dependent variables 

 JS MP Tenure_Job Tenure_Org Supervisor Employees 

Job 

satisfaction 

(JS) 

1 0.235** -0.196* -0.093 -0.104 -0.106 

Managerial 

performance 

(MP) 

 1 -0.022 -0.055 -0.074 -0.084 

Tenure_Job    1 0.347** 0.111 0.061 

Tenure_Org     1 -0.002 0.138 

Supervisor     1 -0.079 

Employees      1 
**  Correlation is significant at the 0.01 level (2-tailed). 

*  Correlation is significant at the 0.05 level (2-tailed). 

 

 

Table 7.2. The results of ANOVA tests 

Variable F Sig. 

Procedural fairness 17.580 0.000 

Distributive fairness 24.844 0.000 

Trust 2.647 0.074 

Organisational commitment 26.002 0.000 

Job satisfaction 14.582 0.000 

Managerial performance 10.716 0.000 

 

Table 7.3. The results of multiple comparison analysis using the Bonferroni test 

Variable Companies compared Mean 

different 

Sig. 

Procedural fairness Man_Or and UK FSO -1.2670 0.000 

 Man_Or and African FSO -0.6214 0.009 

 UK FSO and African FSO 0.6456 0.005 

Distributive fairness Man_Or and UK FSO -1.7924 0.000 

 Man_Or and African FSO -0.7103 0.015 

 UK FSO and African FSO 1.0821 0.000 
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Trust Man_Or and UK FSO -0.5017 0.113 

 Man_Or and African FSO -0.0727 1.000 

 UK FSO and African FSO 0.4290 0.185 

Organisational commitment Man_Or and UK FSO -0.9807 0.000 

 Man_Or and African FSO -1.3265 0.000 

 UK FSO and African FSO -0.3458 0.188 

Job satisfaction Man_Or and UK FSO -1.1154 0.000 

 Man_Or and African FSO -1.0892 0.000 

 UK FSO and African FSO 0.0262 1.000 

Managerial performance Man_Or and UK FSO -0.1370 0.000 

 Man_Or and African FSO -0.6328 1.000 

 UK FSO and African FSO -0.4957 0.002 

 

Table 7.4. The result of t-tests between manufacturing and financial services 

organisations 

Variable Mean Sig. 

 Manufacturing Financial  

Procedural fairness 3.895 4.819 0.000 

Distributive fairness 3.152 4.370 0.000 

Trust 4.165 4.439 0.190 

Organisational commitment 3.927 5.091 0.000 

Job satisfaction 4.017 5.118 0.000 

Managerial performance 5.400 5.800 0.003 

 

Table 7.5. The zero order correlation among variables 

 

Relations 

 

Lau et al. 

 

This study 

Procedural fairness – Distributive fairness  0.418*** 0.716*** 

Procedural fairness – Trust 0.259*** 0.441*** 

Procedural fairness – Organisational commitment 0.407*** 0.485*** 

Procedural fairness – Job satisfaction 0.377*** 0.482*** 

Distributive fairness – Trust 0.107 0.391*** 

Distributive fairness – Organisational commitment 0.257*** 0.525*** 

Distributive fairness – Job satisfaction 0.313*** 0.512*** 

Trust – Organisational commitment 0.236** 0.425*** 

Trust – Job satisfaction 0.533*** 0.434*** 

Organisational commitment – Job satisfaction 0.543** 0.795*** 

Procedural fairness – Performance N/A -0.003 

Procedural fairness – Performance N/A -0.028 

Trust – Performance N/A 0.033 

Organisational commitment – Performance N/A 0.256** 

 

***p< 0.01 (two-tailed) 
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**  p< 0.05 (two-tailed) 

Table 7.5. provides the zero order correlations among variables examined in 

this chapter. Overall, the correlation results are consistent with Lau et al.‘s (2008) 

findings, but are stronger in all associations except one. This study also finds a strong 

positive correlation between the fairness of performance evaluation procedures and 

job satisfaction (p<0.01), and therefore must explore the nature of this effect in 

greater depth. As expected, this study finds a significant positive correlation between 

(i) procedural fairness and distributive fairness (Ha1, p<0.01); (ii) procedural fairness 

and job satisfaction (Ha2, p<0.01); (iii) procedural fairness and trust in superior (Ha9,  

p<0.01); (iv) trust in superior and job satisfaction (Ha10, p<0.01); (v) procedural 

fairness and organisational commitment (Ha12, p<0.01); (vi) organisational 

commitment and job satisfaction (Ha13, p<0.01); and (vii) trust in superior and 

organisational commitment (Ha15, p<0.01). These results are consistent with that of 

Lau et al. (2008) and provide initial support for hypotheses Ha1, Ha2, Ha9, Ha10, 

Ha12, Ha13, and Ha15. In addition, the results provide initial support for the 

existence of indirect effects of procedural fairness on job satisfaction through 

distributive fairness (hypothesis Ha8), trust in superior (hypothesis Ha11), and 

organisational commitment (hypothesis Ha14).  

Unlike job satisfaction, the results show no significant direct relationship 

between managerial performance and fairness of procedures, fairness of outcomes, 

and trust. On the other hand, this study finds a significant positive correlation 

between organisational commitment and performance (r=0.256; p<0.05). Table 7.1. 

also reveals, for both this study and Lau et al.‘s (2008), a significant positive 



 189 

correlation between distributive fairness and organisational commitment (p<0.01). 

This may suggest that the effects of distributive fairness on job satisfaction are 

indirect via organisational commitment.  

As mentioned in chapter 4, PLS was employed to test the proposed structural 

model. PLS technique consists of both a measurement and structural model.
20

 Table 

7.6. provides the results of the measurement model. The table shows that all items 

load on their respective construct above 0.5. Hence the results of the PLS approach 

validate the result of confirmatory factor analysis conducted in chapter 5. To assess 

the discriminant validity and convergent validity of the constructs in PLS, Average 

Variance Extracted (AVE) is used (Hulland, 1999; Chin, 1998). Discriminant validity 

assesses whether a construct shares more variance with its measures than with other 

constructs. It is evaluated by comparing the square roots of AVEs with the correlation 

between constructs. The results are shown in table 7.7., which includes correlation 

among constructs in the off-diagonal and the square root of AVE in the diagonal. The 

diagonal elements are all greater than their respective off-diagonal elements, 

indicating adequate discriminant validity. With regard to convergent validity, table 

7.6. shows that all variables have AVEs above the conventional guideline of 0.5 

indicating that they have convergent validity. In addition, the composite reliability for 

the constructs is in all cases above the accepted level of 0.70 (Nunnaly, 1967). 

Overall, the analysis demonstrates that the measurement model is reliable and valid. 

 

 

                                                 
20

 Detailed discussion on both measurement and structural model has been presented in chapter 4. 
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Table 7.6. The results of measurement model 

Latent variable Mean S.D. Loading 

Procedural Fairness  

(composite reliability = 0.901; AVE = 0.695) 

   

Procedural Fairness 1 4.933 1.298 0.829 

Procedural Fairness 2 4.341 1.492 0.857 

Procedural Fairness 3 4.703 1.380 0.822 

Procedural Fairness 4 4.182 1.571 0.824 

Distributive Fairness  

(composite reliability = 0.965 ; AVE = 0.845) 

   

Distributive Fairness 1 4.084 1.729 0.932 

Distributive Fairness 2 4.091 1.615 0.931 

Distributive Fairness 3 4.006 1.629 0.934 

Distributive Fairness 4 3.830 1.492 0.878 

Distributive Fairness 5 3.994 1.625 0.919 

Trust  

(composite reliability = 0.922; AVE = 0.746) 

   

Trust 1 3.909 1.405 0.859 

Trust 2 4.764 1.473 0.854 

Trust 3 4.430 1.478 0.892 

Trust 4 4.321 1.348 0.848 

Organisational Commitment  

(composite reliability = 0.920; AVE = 0.568) 

   

Organisational commitment 1 5.885 1.101 0.532 

Organisational commitment 2 5.145 1.411 0.849 

Organisational commitment 3 4.697 1.618 0.837 

Organisational commitment 4 3.351 1.831 0.585 

Organisational commitment 5 5.048 1.489 0.848 

Organisational commitment 6 4.467 1.587 0.871 

Organisational commitment 7 4.685 1.525 0.832 

Organisational commitment 8 3.927 1.572 0.779 

Organisational commitment 9 5.436 1.437 0.535 

Job Satisfaction  

(composite reliability = 0.931; AVE = 0.691) 

   

Job satisfaction 1 4.885 1.662 0.811 

Job satisfaction 2 4.958 1.605 0.826 

Job satisfaction 3 4.351 1.670 0.793 

Job satisfaction 4 5.315 1.296 0.849 

Job satisfaction 5 4.872 1.478 0.843 

Job satisfaction 6 4.339 1.658 0.864 

Managerial Performance  

(composite reliability = 1.000 ; AVE = 0.691) 
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Overall MP 5.6788 .81141 1.000 

 

Table7.7. Discriminant validity 

 PF DF Trust OC JS MP 

PF 0.834      

DF 0.716*** 0.919     

Trust 0.441*** 0.391*** 0.864    

OC 0.485*** 0.525*** 0.425*** 0.754   

JS 0.482*** 0.512*** 0.434*** 0.795*** 0.831  

MP -0.003 -0.028 0.033 0.256** 0.230** 1.000 

Diagonal element: square root of AVE; off-diagonal: correlation between constructs 

 

***p< 0.01 (two-tailed) 

**  p< 0.05 (two-tailed) 

 

Since the first objective of this chapter is to examine the external validity of 

Lau et al.‘s (2008) study, PLS was run using the same model as in their paper
21

. 

Figure 7.2. presents the results together with that of Lau et al. (in brackets). 

Notwithstanding the strong zero-order correlation coefficient observed in table 7.5., it 

is found in the structural model that the direct effect of procedural fairness procedures 

on job satisfaction (path PF – JS) is not significant. This is consistent with Lau et al.‘s 

(2008) findings. However, while they found the path from trust to job satisfaction and 

the path from distributive fairness to job satisfaction to be significant, this study finds 

these paths are not significant. Moreover, whilst they did not find the path from trust 

to organisational commitment significant, this study finds that it is. The results show 

that organisational commitment is the salient mediating (intervening) variable. It 

mediates the relationship between procedural fairness and job satisfaction as well as 

the relationship between trust and job satisfaction.  

                                                 
21

 In this chapter, based on the results of preliminary analysis, industry sector was added to the model.  
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Figure 7.2. The results of structural model with job satisfaction as the outcome 

variable based on the model of Lau et al. (2008)  

(comparative results from Lau et al. shown in brackets) 
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procedures affects job satisfaction. The main path is that procedural fairness directly 

affects organisational commitment and this then affects job satisfaction (Path PF – 

OC – JS); a secondary path is that procedural fairness affects job satisfaction via trust, 

where trust affects organisational commitment, which in turn affects job satisfaction 

(Path PF – Trust – OC – JS). Both studies, however, agree that the effects of fairness 

of performance evaluation on job satisfaction are indirect.  

Based on these results, hypotheses Ha6 (procedural fairness is positively 

related to distributive fairness), Ha9 (procedural fairness is positively related to 

subordinates‘ trust in their superiors), Ha12 (procedural fairness is positively related 

to organisational commitment), Ha13 (organisational commitment is positively 

related to job satisfaction), and Ha15 (trust in superior is positively related to 

organisational commitment) are supported. However, Ha7 (distributive fairness is 

positively related to job satisfaction) and Ha10 (trust in superiors is positively related 

to job satisfaction) are not supported.  



 194 

With regard to the indirect effects of procedural fairness on job satisfaction, 

hypothesis Ha14 (procedural fairness has an indirect effect on job satisfaction through 

organisational commitment) is supported. However, figure 7.2. shows that Ha8 

(procedural fairness has an indirect effect on job satisfaction via distributive fairness) 

and Ha11 (procedural fairness has an indirect effect on job satisfaction via trust in 

superior) cannot be supported. This study finds that industry sector does not 

significantly affect job satisfaction. 

As discussed above, while Lau et al. (2008) find a weak path from distributive 

fairness to job satisfaction in their structural model (r=0.139; p<0.10), this study was 

unable to detect a significant path. It is however surprising that Lau et al. (2008) did 

not propose an indirect relationship with job satisfaction for distributive fairness 

through organisational commitment, given the significant zero-order correlation
22

. As 

the more recent empirical literature in organisational justice (e.g. McFarlin and 

Sweeney, 1992; Greenberg, 1994; Lowe and Vodanovich, 1995; Colquitt et al., 2001) 

finds that organisational commitment is also affected by distributive fairness, this 

study proposes that distributive fairness indirectly affects job satisfaction via 

organisational commitment. This study therefore refines the model of Lau et al. 

(2008) by examining the indirect effect of distributive fairness via organisational 

commitment as depicted in figure 7.3. The results show that distributive fairness has a 

highly significant indirect effect on job satisfaction via organisational commitment. 

Using the new model, the composition of direct and indirect effects is presented in 

                                                 
22

 This may be because they wished to distinguish between outcome-based and non-outcome-based 

effects.  
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table 7.8.; these are calculated based on the path coefficients in figure 7.3. These 

show that the effect of fairness of procedures on job satisfaction is primarily indirect 

(0.367) rather than direct (0.041). 

Figure 7.3. The results of structural model with job satisfaction as the outcome 

variable (the refined model) 
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Table 7.8. Direct and indirect effects (job satisfaction model) 

Independent  

variables 

Dependent  

variable 

Direct 

effects 

Indirect 

effects 

Trust Job satisfaction (JS) 0.085 0.158
1
 

Fairness of outcomes (FO)  0.078 0.210
2
 

Organisational commitment (OC)  0.701 - 

Procedural fairness (FP)  0.041 0.367
3
 

1
    Path (Trust – OC – JS) = 0.226 x 0.701 = 0.158 

2
    Path (FO – OC – JS)     = 0.300 x 0.701 = 0.210 

3
    Path (PF – OC – JS)             = 0.201 x 0.701                 = 0.141 

      Path (PF – Trust – OC – JS)   = 0.461 x 0.226 x 0.701 = 0.073 

      Path (PE – FO – OC – JS)      = 0.725 x 0.300 x 0.701 = 0.153 

                                                                                                 0.367 

 

To examine whether trust and organisational commitment mitigate the 

negative effects on job satisfaction of low procedural fairness, the study categorised 

these variables into high and low groups. As expected, in the high procedural fairness 

group, job satisfaction is significantly higher when either trust or organisational 

commitment is high. However, the same positive effect on job satisfaction occurs 

when procedural fairness is low but trust or organisational commitment is high. These 

findings suggest that while a high-high combination is the most desired combination, 

job satisfaction can be increased even when the performance evaluation is perceived 

as unfair if there is a strong subordinate-superior trust relationship (See table 7.9.) 
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Table 7.9.The interaction effects when the independent variables are 

dichotomised into High and Low 

 

Panel A. Procedural fairness and distributive fairness 

Procedural 

Fairness 

Distributive 

Fairness 

Mean of  

Job satisfaction 

Mean of 

Performance 

High High 5.50 5.73 

High Low 4.85 5.67 

Low High 4.24 5.55 

Low Low 4.42 5.69 

 

Panel B. Procedural fairness and trust 

Procedural 

Fairness 

Trust Mean of  

Job satisfaction 

Mean of 

Performance 

High High 5.63 5.67 

High Low 4.97 5.71 

Low High 4.82 5.78 

Low Low 4.14 5.60 

 

Panel C. Procedural fairness and organisational commitment 

Procedural 

Fairness 

Organisational 

Commitment 

Mean of  

Job satisfaction 

Mean of 

Performance 

High High 5.48 5.75 

High Low 3.59 5.25 

Low High 5.05 5.77 

Low Low 3.55 5.54 

 

The final objective of this chapter is to ascertain whether procedural fairness 

affects performance and whether it does so in the same manner as for job satisfaction. 

This study therefore re-ran PLS, replacing job satisfaction with performance as the 

outcome variable. The results, presented in figure 7.4., show that the way fairness of 

performance evaluation procedures affects performance is quite similar to that for job 

satisfaction. First, there is no significant direct effect of procedural fairness on 

performance (path PF – Performance). Second, although there is a significant path of 

0.725 (p<0.01) from fairness of performance evaluation procedures to fairness of 
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outcomes (path PF – DF), there is no significant path from fairness of outcomes to 

performance (path DF – Performance). Consequently, hypothesis Ha18, which states 

that procedural fairness has an indirect effect on performance through distributive 

fairness (path PF – DF – Performance), cannot be supported. Third, while the path 

from procedural fairness to trust (path PF – Trust) is significant (p<0.01), the path 

from trust to performance (path Trust – Performance) is not significant. Hence, 

hypothesis Ha20, which states that procedural fairness has an indirect effect on 

performance through trust in superiors (PF – Trust – Performance), cannot be 

supported. Fourth, as in the job satisfaction model, the path from fairness of 

performance evaluation procedures to organisational commitment (path PF – OC) is 

significant (p<0.10) and that from organisational commitment to performance (path 

OC – Performance) is highly significant (p<0.01). Therefore, hypothesis Ha22, which 

states that procedural fairness has an indirect effect on performance through 

organisational commitment, is supported. Fifth, the path from trust to organisational 

commitment is significant (p<0.05). This suggests that the indirect effects of 

procedural fairness on performance can also come through trust in superior (PF – 

Trust-OC-Performance). Sixth, the path from distributive fairness to organisational 

commitment is significant (p<0.01), indicating that distributive fairness affects 

performance indirectly via organisational commitment. With regard to the industry 

variable, we find that industry significantly affects performance (p<0.05). Overall, 

based on the PLS results of the performance model the study supports hypotheses 

Ha21 and Ha22 but does not support hypotheses Ha17, Ha18, Ha19, and Ha20. The 
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direct and indirect effects of procedural fairness on performance are presented in 

table 7.10. and are calculated based on the path coefficients in figure 7.4.  

Figure 7.4. The results of structural model with managerial performance as the 

outcome variable 
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Table 7.10. Direct and indirect effects (performance model) 

Independent  

variables 

Dependent  

variable 

Direct 

effects 

Indirect 

effects 

Trust Performance -0.015 0.077
4
 

Fairness of outcomes (FO)  -0.221 0.102
5
 

Organisational commitment (OC)  0.338  

Fairness of procedures (FP)  -0.067 0.178
6
 

4
    Path (Trust – OC – Performance)     = 0.228 x 0.338 = 0.077 

5
    Path (FO – OC – Performance)        = 0.301 x 0.338 = 0.102 

6      
Path (FP – OC – Performance)         = 0.200 x 0.338                   = 0.068 

      Path (FP – Trust – OC – Performance) = 0.461 x 0.228 x 0.338 = 0.036 

      Path (FP – FO – OC – Performance)   = 0.725 x 0.301 x 0.338  = 0.074 

                                                                                                               0.178 

 

The interview findings broadly support the survey results.  Procedural fairness 

is an important determinant of job satisfaction, typified by the response of one 

manager: 

 ―…for me job satisfaction is mainly based on the level of reward I get and 

fair treatment‖. 

 

Procedural fairness is also an important determinant of organisational commitment. 

This is illustrated by the comments of two managers: 

 ―If I am treated fairly…and rewarded then I will be committed to the 

organisation‖.  

 

 ―My commitment to this organisation has certainly improved as things have 

changed for the better over 12 months through better communication via 

newsletter, the intranet, and ExCo roadshows… I can see the organisation is 

attempting to get the employees involved in the business‖.  
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The latter comment points to the improvement of transparency through 

communication and involvement (participation) with superiors, both of which are 

important components of fairness.  

An example of the importance of trust and its impact in building 

organisational commitment is evidenced by the following response: 

 ―I and my supervisor have mutual understanding and trust each other…..he 

is very trustworthy and open….this (situation) reduces tension and 

increases my commitment‖. 

 

Figures 7.5. and 7.6. depict the results when the models are tested using the 

data from the police force. Figure 7.5. is for the job satisfaction model and figure 7.6. 

for the performance model. Figure 7.5. indicates that the significant paths are those 

from procedural fairness to distributive fairness, from procedural fairness to trust, 

from trust to organisational commitment, and from organisational commitment to job 

satisfaction. The results suggest that the way procedural fairness affects job 

satisfaction is that it affects trust, which also affects organisational commitment, 

which in turn affects job satisfaction. In other words, the effect of procedural fairness 

on job satisfaction is via non-outcome-based effects. With regard to the effect of 

procedural fairness on performance, figure 7.6. indicates there is a direct effect of 

procedural fairness on performance.  
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Figure 7.5.  The results of structural model with job satisfaction as the outcome 

variable (data from the police force) 
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Figure 7.6. The results of structural model with managerial performance as the 

outcome variable (data from the police force) 
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thesis find that the association between procedural fairness and job satisfaction is 

fully mediated by distributive fairness, trust and organisational commitment.  

However, whilst Lau et al.‘s (2008) findings provide support for both outcome-based 

and non-outcome-based effects, the results of this thesis, using their model, are only 

able to support the non-outcome-based effects with organisational commitment as the 

salient mediating variable.  

This study further develops the model, drawing on the more recent literature 

on organisational justice, to include the indirect effects of fairness of outcomes via 

organisational commitment. This considerably alters the results, revealing significant 

indirect effects for distributive fairness. In other words, based on Lau et al.‘s (2008) 

model this thesis finds support for non-outcome-based effects but not for the 

outcome-based effect. However, using the revised model which incorporates the 

indirect effect of fairness of outcomes via organisational commitment, this thesis 

finds support for the outcome-based effect. This study also observes that even where 

procedural fairness within performance evaluation procedures is low, the outcome 

can be improved by developing stronger levels of trust between subordinate and 

superior. Replacing job satisfaction with manager performance, the revised model 

suggests that the manner in which fairness of performance evaluation procedures 

affects performance is similar to that of job satisfaction.  
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CHAPTER 8: PARTICIPATION IN TARGET SETTING 

AND GOAL COMMITMENT: EXAMINING THE 

MEDIATING ROLES OF PROCEDURAL FAIRNESS 

AND INTERPERSONAL TRUST 

 

8.1. Introduction 

This chapter examines both the antecedents and consequences of procedural 

fairness. The antecedent examined in this chapter is participation in target setting and 

the consequences investigated are trust and goal commitment. Specifically, this 

chapter addresses research question 7 proposed in chapter 1 and examines whether 

procedural fairness and trust mediate the relationship between participation in target 

setting and goal commitment in the context of performance measurement, evaluation 

and reward systems (PMERS). This chapter develops the works by Kominis and 

Emmanuel (2007), Hartmann and Slapnicar (2009), and Wentzel (2002).  

The model for this chapter is depicted in figure 8.1. It proposes that 

participation in target setting is positively associated with goal commitment (Path 

Part – GC). However, the association may be mediated by procedural fairness (Path 

Part – PF – GC) and trust (Path Part – trust – GC). Finally, the model also predicts 

that the effect of procedural fairness on goal commitment will be mediated by trust 

(Path PF – trust – GC). Prior to presenting the results, the background to the study, 

summary of the relevant literature, and hypotheses will be presented. 
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               Figure 8.1. Model of the study 
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While goal-setting theory has been described by Latham and Pinder (2005) as 

one of the ―…most important approaches to work motivation to appear in the last 30 

years‖, the effects of participation in goal setting, other than in a budgetary setting, 

have been largely neglected in the accounting literature. The objective of this chapter 

is to investigate how participation in target setting affects managers‘ motivation. 

Specifically, this chapter examines whether the effect of participation in target setting 

on goal commitment is direct or indirect via perceived fairness in performance 

evaluation procedures (procedural fairness) and interpersonal trust. 

Goal commitment is studied because it is an important motivational construct 

in goal setting theory which postulates that specific, difficult but attainable goals lead 

to higher performance. However, this effect is contingent on goal commitment 

(Locke and Latham, 1990; Locke and Latham, 2002; Locke et al., 1988). Locke et al. 

(1988, p. 23), for example, contend, ―it is virtually axiomatic that if there is no 

commitment to goals, the goal setting does not work.‖ Additionally, extensive studies 

have consistently identified goal commitment as an important variable in enhancing 

performance. In a meta-analysis study, Klein et al. (1999) found a positive correlation 

between goal commitment and performance and argued that: ―If goal commitment 

has performance consequences… then attention must also be directed at factors that 

affect goal commitment‖ (p. 887). Since management control systems should be 

designed to engender positive attitudes and behaviour (Merchant and Van der Stede, 

2003; Otley, 1999), central to the design of management accounting and control 

systems, including performance evaluation and reward systems, is the aspiration to 

enhance goal commitment for the individuals involved.  



 208 

The proposition that procedural fairness mediates the relationship between 

goal-setting participation and goal commitment is based on the literature on 

procedural justice which has consistently found that: 1) disputants perceive the 

procedure as fair if they have process control (i.e. sufficient participation to present 

their case), often referred to as ―voice‖ (Thibaut and Walker, 1975; Folger, 1977; 

Lind and Tyler, 1988); and 2) procedural fairness is an antecedent of goal 

commitment (Wentzel, 2002). In addition, previous accounting studies in a budgeting 

context find that participation is positively associated with procedural fairness (e.g. 

Libby, 1999; Lindquist, 1995; Lau and Tan, 2006). Consequently, it is reasonable to 

investigate the mediating effect of procedural fairness on the relationship between 

participation in target setting and goal commitment. 

Wentzel (2002) found that fairness mediates the relationship between 

budgetary participation and goal commitment. This study develops from Wentzel 

(2002) in the following ways. First, while her study was in a budgeting context, this 

study explores performance evaluation procedures.  Secondly, Wenzel (2002) studied 

managers of an urban US hospital, while this study investigates three major private 

sector organisations in the manufacturing and financial services sectors with head 

offices in Europe and Africa. Since perceptions of fairness judgement are context-

dependent (Colquitt and Jackson, 2006) and fairness effects are not necessarily 

generalisable (Leung, 2005), it is appropriate to examine whether Wentzel‘s (2002) 

findings extend to other contexts. This type of study is important, as emphasised by 

Lindsay and Ehrenberg (1993) and Otley and Pollanen (2000), ―…not merely to 

validate one‘s findings, but more importantly, to establish the increasing range of 
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radically different conditions under which the findings hold, and the predictable 

exceptions‖ (Lindsay and Ehrenberg, 1993; p. 217). Thirdly, Wentzel (2002) only 

considered fairness as the mediating variable in the relationship between participation 

and goal commitment while this study also investigates interpersonal trust as a 

mediating variable. 

This chapter argues that interpersonal trust mediates the relationship between 

participation in target setting and goal commitment. This is reinforced in a recent 

study by Hartmann and Slapnicar (2009) who found that formal use of performance 

evaluation systems, including formality in target setting, is positively associated with 

interpersonal trust. Additionally, previous goal setting studies (e.g. Locke et al., 

1988) found that trust was positively associated with goal commitment, while 

budgeting studies (e.g. Lau and Buckland, 2001; Lau and Tan, 2006) found that  

budgetary participation was positively associated with trust. Hence, it is appropriate 

to examine whether for all performance goals interpersonal trust mediates the 

relationship between goal-setting participation and goal commitment. 

This study contributes to the accounting literature and our understanding of 

management accounting and control systems in several ways. Firstly, it extends the 

study by Kominis and Emmanuel (2007) on the relationship between elements of 

PMERS and managers‘ motivation by examining the effects of participation in target 

setting on goal commitment. Secondly, this study develops the study by Hartmann 

and Slapnicar (2009). In particular, whilst they found that formality of target setting 

is positively associated with trust, this chapter studies a certain type of target setting, 

i.e. participative target setting. This is in line with their recommendation that: ―Future 
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studies may look into the relationships between performance evaluation systems and 

trust in further detail‖ (p. 13). This study focuses on goal setting as it plays a central 

role in performance management (Otley, 1999) and specifically identifies 

participative target setting as a worthy yet underexplored research topic. Klein‘s 

(1999) meta-analysis identified very few studies on goal commitment that consider 

participatively set goals. Thirdly, this chapter extends Wentzel‘s (2002) study to a 

different context and introduces trust as an additional mediating variable. Fourthly, 

this study provides empirical evidence on the mechanism by which participative 

target setting affects goal commitment, whether direct or indirect. The examination of 

direct- and indirect-effects models is important because they can have different 

theoretical and practical implications (Shields et al., 2000; Luft and Shields, 2003). 

Fifthly, this study brings together the important studies of Kominis and Emmanuel 

(2007) and Hartmann and Slapnicar (2009). Whilst Kominis and Emmanuel (2007) 

studied performance evaluation systems and motivation, they did not study trust and 

participation in target setting. On the other hand, Hartmann and Slapnicar (2009) 

examined the effect of performance evaluation systems on trust but did not 

investigate the consequences of trust. Yet theoretical and empirical evidence lend 

support to the view that participation in target setting may affect trust (e.g. Whitener 

et al., 1998; Shield and Shield, 1998; Lau and Buckland, 2001; Lau and Tan, 2006), 

and trust affect goal commitment (e.g. Locke et al., 1988; Oldham, 1975; Gescheidle, 

1989; Maiga and Jacobs, 2007). Finally, this study provides additional evidence on 

the important role of procedural fairness in performance evaluation systems.  
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8.3. Summary of Literature and Hypotheses 

8.3.1. Participation in target setting and goal commitment 

Goal-setting theory suggests that participation may induce goal commitment 

(Locke, 1968; Locke et al., 1988; Erez and Arad, 1986; Erez et al., 1985). Chong and 

Chong (2002) argue that the opportunity to get involved in and have influence on the 

process of setting targets increases subordinates‘ feelings of control and involvement 

over the decisions made, which may increase the subordinates‘ commitment to the 

targets. Goal theory assumes that participation can make goals more important to the 

individual by creating a greater sense of ownership (Locke and Latham, 2002).  Prior 

empirical budgeting studies (for example, Chong and Chong, 2002; Chong and 

Johnson, 2007) confirm that participation is positively associated with goal 

commitment. This study therefore expects that participation in target setting is 

positively associated with goal commitment. 

Ha23: Participation in target setting is positively associated with goal    

commitment  

 

8.3.2. Participation in target setting and procedural fairness 

Leventhal (1980) argued that procedural fairness is an important determinant 

of perceived fairness not only in legal settings, but also in the context of almost any 

allocation decision. He proposed six justice characteristics, or rules, which can be 

used to evaluate the fairness of allocative procedures: the consistency rule, the bias-

suppression rule, the accuracy rule, the correctability rule, the representativeness rule, 

and the ethicality rule.  
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As discussed in chapters 3 and 6, most of the above requirements for 

procedural fairness can be promoted through participation in target setting. For 

example, participation is consistent with the representativeness, correctability, 

accuracy and bias-suppression characteristics in that it permits subordinates to reflect 

their concerns and values, gives opportunity to modify decisions, can be used as a 

way to share information, and provides opportunity for subordinate managers to 

correct any inappropriate prior beliefs held by their superiors. It is therefore 

reasonable to propose that participation is positively associated with procedural 

fairness.  

Accounting studies in the budgeting context (e.g. Libby, 1999; Wentzel, 2002; 

Lau and Tan, 2006) found that participation is positively associated with perceived 

procedural fairness. This study therefore expects there will be a positive association 

between participation in setting targets and procedural fairness as hypothesised in 

chapter 3 (see hypothesis 1). Hence the following will be re-tested: 

Ha1:  Participation in target setting is positively associated with procedural 

fairness. 

 

8.3.3. Procedural fairness and goal commitment 

The organisational justice literature indicates that procedural justice judgments play a 

major role in influencing attitudes and behaviour (Lind and Tyler, 1988; Colquitt et 

al., 2001; Blader and Tyler, 2005). However, whilst prior empirical evidence in the 

organisational justice literature suggests that fairness plays a role in individuals‘ 

commitment levels, the relationship between procedural fairness and goal 

commitment has not been extensively studied (Wentzel, 2002). Far more research has 



 213 

been conducted on the relationship between procedural fairness and organisational 

commitment (for a review, see Colquitt et al., 2001). Earley and Kanfer (1985), 

however, argue that perceived fairness may enhance goal commitment. Similarly, 

Wentzel (2002, p. 252) argues that ―when individuals perceive that decisions are 

based on fair processes, they should be more likely to commit to a goal because they 

either believe the decision outcome is in line with their own self-interests (i.e. 

instrumental perspective) or because their compliance affirms their group 

membership (i.e. relational perspective)‖. Empirically, Wenzel (2002) and Maiga and 

Jacobs (2007) found that procedural fairness in a budgeting context is positively 

associated with goal commitment.  The following hypothesis will be therefore tested: 

Ha24: Procedural fairness is positively associated with goal commitment. 

8.3.4. Participation in target setting and trust 

As mentioned in chapter 4, trust is conceptualised as interpersonal trust, 

defined by Read (1962, p. 8) as ―subordinate‘s trust or confidence in the superior‘s 

motives and intentions with respect to matters relevant to the subordinate‘s career and 

status in the organization‖. Shield and Shield (1998, p. 59) argue that participation 

may increase ―a subordinate‘s trust, sense of control, and ego-involvement with the 

organization‖ (emphasis added). Empirical budgetary participation research (e.g. Lau 

and Buckland, 2001; Lau and Tan, 2006) suggests that participation is positively 

associated with trust. This chapter therefore expect that participation in setting targets 

will lead to higher interpersonal trust. 

Ha25: Participation in target setting is positively associated with interpersonal 

trust. 
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8.3.5. Trust and goal commitment 

The goal setting theory literature suggests that trust in superior is an important 

determinant of goal commitment (Locke et al., 1988). Empirical studies by Oldham 

(1975) and Gescheidle (1989) found trust to be significantly associated with goal 

commitment. More recently and in a budgeting context, Maiga and Jacobs (2007) 

also found that trust positively affects goal commitment. This study therefore expects 

that trust is positively associated with goal commitment. 

Ha26: Trust is positively associated with goal commitment. 

8.3.6. Procedural fairness and trust 

The existing literature reveals that procedural fairness has a positive effect on 

trust (Alexander and Ruderman, 1987; Folger and Konovsky, 1989; Konovsky and 

Pugh, 1994). The positive association between procedural fairness and trust is also 

found in management accounting studies (Lau et al., 2008; Magner and Welker, 

1994; Staley and Magner, 2006; Lau and Sholihin, 2005; Lau and Tan, 2006). 

Therefore this study expects that procedural fairness is positively associated with 

trust. The following hypothesis will be re-tested: 

Ha8: Procedural fairness is positively associated with trust. 

8.4. Analysis, Results and Discussions 

As in chapter 7, to test the hypotheses this chapter employs a partial least 

squares (PLS) approach and firstly uses data from the three major private sector 

organisations and then from the police force. PLS was chosen as it offers the facility 

to handle relatively small sample sizes, deal with multiple exogenous and endogenous 
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constructs simultaneously, handle multicollinearity among endogenous constructs, 

and create latent construct scores directly (Mahama, 2006).  In addition, PLS does not 

require a distributional assumption (for details, see Chin, 1998; Chin and Newsted, 

1999).  

PLS is a component-based modelling technique which simultaneously 

examines both measurement and structural models. The measurement model specifies 

the relationship between the manifest items (indicators) and the latent variables 

(constructs) they represent. In other words, the measurement model assesses the 

reliability and validity of measures (indicators) relating to specific constructs. The 

structural model identifies the relationships among constructs. Hence, PLS is able to 

assess the validity of constructs within the total model (Chenhall, 2005). Whilst the 

measurement and structural models can be evaluated together, they should be 

interpreted separately (Hulland, 1999; Mahama, 2006; Hall, 2008; Chapman and 

Kihn, 2009). 

8.4.1. Measurement model analysis 

As previously mentioned, the measurement model is used to evaluate the 

relationship between measures and constructs by assessing the reliability and validity 

of measures (indicators) relating to specific constructs. The measurement analysis of 

this study reveals that all measures are above the 0.70 loading level, indicating that 

the measures share more variance with their respective constructs than with the error 

variance (see table 8.1.). In addition, the composite reliability scores for the 

constructs are all above the accepted level of 0.70 (Nunnaly, 1967). 
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Table 8.1. Reliability and convergent validity 

Latent variable Mean S.D. Loading 

Participation  

(composite reliability = 1.000; AVE = 1.000)   
  

 

  Participation 1 5.0061 1.4462 1.0000 

Procedural Fairness  

(composite reliability = 0.90, AVE = 0.695) 
  

 

  Procedural Fairness1 4.9333 1.2979 0.8318 

  Procedural Fairness2  4.3415 1.4921 0.8468 

  Procedural Fairness3 4.7030 1. 3802 0.8489 

  Procedural Fairness4 4.1829 1.5714 0.8074 

Interpersonal Trust  

(composite reliability = 0.921; AVE = 0.745)   

   

  Trust1 3.9091 1.4048 0.8672 

  Trust2 4.7636 1.4729 0.8683 

  Trust3 4.4303 1.4784 0.8814 

  Trust4 

 

4.3212 1.3479 0.8354 

Goal Commitment  

(composite reliability = 0.875; AVE = 0.699)   

   

  Goal Commitment1 5.3879 1.17695 0.8400 

  Goal Commitment2 5.7636 1.06434 0.8548 

  Goal Commitment3 5.8242 1.04736 0.8136 

 
  

Construct validity was assessed in terms of convergent validity and 

discriminant validity. Convergent validity is assessed using the average variance 

extracted (AVE). To be considered as having adequate convergent validity, a 

construct should have an AVE measure of 0.5 or more (Hulland, 1999). For this 

study, as seen in table 8.1, the AVEs for all the constructs are above 0.65, thus 

providing evidence of adequate convergent validity. Discriminant validity assesses 

whether a construct shares more variance with its measures than with other 

constructs. It is evaluated by comparing the square roots of AVEs with the correlation 

between constructs. The results are shown in table 8.2. which includes correlation 

among constructs in the off-diagonal and the square root of AVE in the diagonal. The 
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diagonal elements are all greater than their respective off-diagonal elements, 

indicating adequate discriminant validity. Overall, the analysis demonstrates that the 

measurement model is reliable and valid. In addition, the results of the measurement 

model using PLS validate the results of factor analysis previously performed. 

Table 8.2. Discriminant validity 

 Participation Fairness Trust Commitment 

Participation 1.000    

Fairness 0.447** 0.834   

Trust 0.348** 0.441** 0.864  

Commitment 0.354** 0.335** 0.328** 0.832 

Diagonal element: square root of AVE; off-diagonal: correlation between constructs 

** significant at p<0.01  

8.4.2. Structural model analysis 

The structural model is used to test the hypothesised relationships. In this 

study, however, prior to the main structural analysis we performed various 

preliminary analyses. Firstly, a correlation analysis of the respondents‘ demographic 

variables (the average number of employees that respondents directly managed 

(employees), their length of service (tenure) in the organisation (tenure_org), tenure 

in their current position (tenure_job), and the length of time they have been 

supervised by their current supervisor (supervision)) with the dependent variable 

(goal commitment) was performed to test for potential spurious effects. Using this 

analysis, the results show no significant correlation between the demographic 

variables and goal commitment (see table 8.3.). Secondly, to see whether there are 

any differences among sub-samples, ANOVA tests were performed for the three 

private organisations. While significant differences are observed for variables studied 

(see table 8.4.), post hoc analysis using the Bonferroni test reveals that apart from 
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procedural fairness there is no significant difference between the two financial 

institutions (see table 8.5.). This study therefore categorised the sample into the two 

industry groups and conducted t-tests. This revealed that the financial sector 

consistently achieved higher mean scores for variables studied (see table 8.6.). 

Therefore, in running PLS, a dummy variable to control for the effect of industry was 

added.  

Table 8.3. The results of correlation analysis between the demographic variables 

and goal commitment 

 GC Tenure_Job TenureOrg Supervisor Employees 

Goal Commitment 

(GC) 

1 -0.124 -0.099 -0.084 -0.058 

Tenure_Job   1 0.347** 0.111 0.061 

Tenure_Org    1 -0.002 0.138 

Supervisor    1 -0.079 

Employees     1 
**  Correlation is significant at the 0.01 level (2-tailed). 

 

 

Table 8.4. The results of ANOVA tests 

Variable F Sig. 

Participation in target setting 4.448 0.013 

Procedural fairness 17.580 0.000 

Trust 2.647 0.074 

Goal commitment 8.130 0.000 

 

Table 8.5. The results of multiple comparison analysis using the Bonferroni test 

Variable Company compared Mean 

different 

Sig. 

Participation in target setting Man_Or and UK FSO -0.8259 0.010 

 Man_Or and African FSO -0.3672 0.528 

 UK FSO and African FSO 0.4587 0.255 

Procedural fairness Man_Or and UK FSO -1.2670 0.000 

 Man_Or and African FSO -0.6214 0.009 

 UK FSO and African FSO 0.6456 0.005 

Trust Man_Or and UK FSO -0.5017 0.113 

 Man_Or and African FSO -0.0727 1.000 
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 UK FSO and African FSO 0.4290 0.185 

Goal commitment Man_Or and UK FSO -0.6607 0.001 

 Man_Or and African FSO -0.5293 0.006 

 UK FSO and African FSO 0.1315 1.000 

 

 

Table 8.6. The result of t-tests between manufacturing and financial services 

organisations 

Variable Mean Sig. 

 Manufacturing Financial  

Participation in target setting 4.600 5.183 0.030 

Procedural fairness 3.895 4.819 0.000 

Trust 4.165 4.439 0.190 

Goal commitment 5.247 5.838 0.002 

 

Following Hartmann and Slapnicar (2009), in performing analysis a step-wise 

approach (see also Baron and Kenny, 1986; Luft and Shields, 2003) was used. Firstly, 

an examination of whether participation in target setting affects goal commitment 

directly was performed to test hypothesis Ha23, and secondly, PLS was run by 

introducing procedural fairness and trust as the mediating variables as represented in 

figure 8.1. to test the other hypotheses. 

The results (see table 8.7., panel A) show that goal setting participation is 

positively associated with goal commitment (coefficient: 0.328; p<0.01, R
2 

= 0.201). 

Therefore hypothesis Ha23, which states that participation in target setting is 

positively associated with goal commitment, is supported. Further analysis by 

introducing procedural fairness and interpersonal trust on the relationship between 

participation in target setting and goal commitment, the following are found (see 

figure 8.2.). Firstly, the relationship between participation in target setting and 

procedural fairness is significant (path coefficient = 0.449; p<0.01) and the 
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relationship between procedural fairness and goal commitment is significant (path 

coefficient = 0.155; p<0.05). Hence, hypotheses Ha1 (participation in target setting is 

positively associated with procedural fairness) and Ha24 (procedural fairness is 

positively associated with goal commitment) are supported. In other words, it can be 

stated that procedural fairness mediates the relationship between participation in 

target setting and goal commitment. Secondly, the relationship between participation 

and trust, as well as that between trust and goal commitment, is significant at p<0.05 

(path coefficient = 0.180 and 0.190, respectively). These results support hypotheses 

Ha25 (participation in target setting is positively associated with   interpersonal trust) 

and Ha26 (trust is positively associated with goal commitment). They indicate that 

interpersonal trust mediates the relationship between participation in target setting 

and goal commitment. Thirdly, the relationship between procedural fairness and trust 

is significant (path coefficient = 0.378; p<0.01). Thus, hypothesis Ha9 (procedural 

fairness is positively associated with trust) is supported. Finally, when procedural 

fairness and interpersonal trust are included in the model it is found that the direct 

effect of goal setting participation on goal commitment remains significant (path 

coefficient = 0.207; p<0.05). With regard to the control variables, this study finds a 

significant relationship between industry and goal commitment at p<0.01 (coefficient 

= 0.216). A summary of the path coefficients (and their associated t-values) and the 

R
2 

of the endogenous constructs for the complete model are presented in table 8.7., 

panel B, and figure 8.2.   
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Figure 8.2. PLS results using private sector organisations data 
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Table 8.7. PLS results (Path coefficient, t-statistics, and R
2
) 

Panel A. Direct effect 

Variable Path to 

 Goal commitment 

Participation 0.328 (3.874)** 

Tenure 0.024 (0.278) 

Industry 0.261 (3.401)** 

R
2
 0.201 

 

Panel B. Full model 

Variable Path to   

 Procedural fairness Trust Goal commitment 

Participation 0.449 (6.309)** 0.180 (2.009)* 0.207 (1.920)* 

Procedural fairness  0.378 (4.682)** 0.155 (1.793)* 

Trust   0.190 (2.045)* 

Tenure   0.046 (0.581) 

Industry   0.216 (2.900)** 

R
2
 0.202 0.236 0.270 

**p<0.01 (one-tailed) 

*  p<0.05 
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Overall, the results indicate that procedural fairness and interpersonal trust 

partially mediate the relationship between participation in target setting and goal 

commitment (Baron and Kenny, 1986). Baron and Kenny (1986) argue that full 

mediation exists if a significant direct effect of the independent variable on the 

dependent variable becomes insignificant after controlling for the effects of the 

mediating variables. The mediation is partial if the relationship between the 

independent and dependent variable remains significant after controlling for the 

effects of mediating variables. Although procedural fairness and interpersonal trust 

only partially mediate the relationship between participation in target setting and goal 

commitment, the mediating effects are meaningful because the total indirect effects 

exceed the absolute threshold value of 0.05 (Bartol, 1983; Pedhazur, 1982). In this 

study, the total indirect effect is 0.136 which is calculated based on the path 

coefficients among variables, as in table 8.8. 

Table 8.8. Indirect, Direct, and Total effects 

Path (Part-PF-GC) 0.449 x 0.155  0.070 

Path (Part-PF-Trust-GC) 0.449 x 0.378 x 0.190 0.032  

Path (Part-Trust-GC) 0.180 x 0.190 0.034 0.066 

Indirect effect   0.136 

Direct effect   0.207 

Total effect   0.343 

               

The results of analysis using the data from the police force are depicted in 

figure 8.3. The figure indicates that, compared to results using data from the private 

sector, the only difference is in the path from procedural fairness to goal commitment. 

While using data from the private sector the path is significant at p<0.05; using the 

data from the police force it is not significant. This implies that in the police force, 
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the effect of procedural fairness on goal commitment is indirect via trust in superior. 

In other words, whilst in the police force trust fully mediates the relationship between 

procedural fairness and goal commitment, in the private sector the mediating effect of 

trust is partial (Baron and Kenny, 1986). It means that in the private sector procedural 

fairness itself has a direct effect on goal commitment. On the other hand, in the police 

force, procedural fairness, in itself, does not have a direct effect on goal commitment. 

The results suggest that although the detective inspectors perceived that the level of 

fairness is low, their relatively high level of trust in their superiors allows officers to 

be able to ―live‖ with a relatively unfair PMERS, believing that their supervisors will 

recognise such unfairness in the system and make allowances. This, in turn, affects 

goal commitment.  

Figure 8.3. PLS results using police force data 
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8.5. Conclusions 

This chapter investigates whether participation in target setting affects goal 

commitment and if so, whether the effect is mediated by procedural fairness and 

interpersonal trust. Based on a sample of 165 managers within three major private 

organisations from the financial services and manufacturing sectors, in this chapter it 

is found that participation in target setting is positively associated with goal 

commitment. However, it was argued that the perceived fairness of performance-

goal-setting, measurement and reward procedures and subordinate-superior trust 

relationships will mediate this association. Further analysis arising from the 

introduction of procedural fairness and interpersonal trust as mediating variables 

reveals that the association is partly mediated by procedural fairness and trust; 

participation in target setting is associated with procedural fairness and trust and these 

two variables are associated with goal commitment, but the direct association 

between participation and goal commitment remains significant. In other words, 

whilst procedural fairness and trust mediate the relationship between participation in 

target setting and goal commitment, participation itself has a positive effect on goal 

commitment. Hence, participation in target setting has both direct and indirect effects 

on goal commitment. With regard to the effect of procedural fairness on goal 

commitment, it has both direct effect and indirect effect via trust. 

Using the data from the police force, the results indicate similar results to 

those using data from the private sector, apart from the path from procedural fairness 

to goal commitment. Whilst using data from the private sector, this path is significant, 

whereas when using data from the police force it is not significant. This implies that 
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in the police force, the effect of procedural fairness on goal commitment is indirect 

via trust in superior. In other words, whilst in the police force trust fully mediates the 

relationship between procedural fairness and goal commitment, in the private sector 

trust only partially mediates such relationship.  

 



 226 

CHAPTER 9: THE MEDIATING ROLES OF 

PROCEDURAL FAIRNESS AND TRUST ON THE 

RELATIONSHIP BETWEEN PERFORMANCE 

MEASURES AND ORGANISATIONAL COMMITMENT  

IN THE POLICE FORCE 

 

9.1. Introduction 

This chapter explores some of the research questions within a public sector 

organisation. Specifically, it examines the relationship between use of performance 

measures and organisational commitment of detective officers within a police force, 

and also examines whether procedural fairness and trust mediate this relationship. 

The reasons why this chapter focuses on the police force can be seen in the ―empirical 

research gap‖ section presented in chapter 3, as well as in the ―background of the 

study‖ section in this chapter. The model of the study is depicted in figure 9.1. As 

with the previous finding chapters, prior to presentation of the results, the background 

of the study, literature review, and hypotheses will be presented. 

9.2. Background of the Study 

As mentioned in chapter 3, organisational commitment is widely recognised 

as an important factor positively influencing behaviour that is beneficial for 

organisations, such as employee effort, performance, attendance, and retention (for 

reviews, see for example, Mathieu and Zajac, 1990; Randall, 1990, Meyer and Allen, 

1997). Previous accounting studies have observed the significant role of 

organisational commitment in the effectiveness of management accounting and 
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control systems. These studies suggest that  organisational commitment reduces the 

propensity to create budgetary slack (Nouri, 1994; Nouri and Parker, 1996), mediates 

the effect of budgetary participation on job performance (Nouri and Parker, 1998), 

and mitigates the negative effects of information asymmetry (Chong and Eggleton, 

2007).   

Figure 9.1. The model of the study 
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trained police officers (Reiner, 1998), any methods by which organisational 

commitment can be enhanced is likely to improve retention rates. 

In the New Public Management (NPM) era, accounting ―…is the dominant 

reference point for new style public service managers‖ (Lapsey, 1999; p. 202) and has 

―…become increasingly salient as a control technology‖ (Modell, 2004; p. 39). 

However, some (e.g. Mayston, 1985; Pollit, 1986; Ballantine et al., 1998; Kloot, 

1997; Kloot and Martin, 2000) have been critical of seeking to improve public sector 

management through heavy reliance on financial performance measurement, and 

argue for a multidimensional approach including nonfinancial measures (Modell, 

2004). What is not clear is whether the use of different measures, such as financial or 

nonfinancial, in a police environment yields different attitudinal and behavioural 

effects among police officers.  

Early accounting studies on performance evaluation styles (e.g. Hopwood, 

1972; Otley, 1978) suggest that the measures used to evaluate manager performance 

influence attitudes and behaviour. However, subsequent studies tend to focus on the 

effects of only financial performance measures
23

, with little research attention being 

given to the use of nonfinancial performance measures. Moreover, most of the studies 

in this field draw on samples derived from private sector organisations. This chapter 

seeks to address the gap in the literature by examining the effects of the use of 

performance measures (whether financial or nonfinancial) within a police force in the 

UK. In particular, it explores how these performance measures interact with 

                                                 
23

 This stream of study is also often termed ―budget emphasis‖ or Reliance on Accounting 

Performance Measures study (for reviews see, for example, Hartmann, 2000; Otley and Fakiolas, 

2000; Vagneur and Peiperl, 2000; Noeverman et al.,  2005; Derfuss, 2009). 
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procedural fairness
24

 and interpersonal trust to affect organisational commitment. 

Compared with most public sector organisations the police service has received 

relatively little accounting research attention (van Helden, 2005). Among the few 

accounting studies conducted in a police environment in the UK are Chatterton et al. 

(1996), and Collier (2001, 2006). Chatterton et al. (1996) investigated the 

development of management accounting systems in the police service in England and 

Wales, Collier (2001) described the introduction of management accounting change 

through devolved financial management in a police force, and Collier (2006) 

explored the implementation of activity-based costing in the police service in England 

and Wales.  

Procedural justice is important because of its likely effect on organisational 

members‘ attitudes (Hopwood, 1972; Lind and Tyler, 1988) and organisational 

commitment (see, for example, Colquitt et al., 2001 for a review). Prior studies (e.g. 

Metcalfe and Dick, 2000, 2001; Beck and Wilson, 2000) underscore the important 

influence of justice in enhancing organisational commitment within a police 

environment. As discussed later, some empirical studies (e.g. Beck and Wilson, 2000) 

suggest that organisational commitment decreases with police officer tenure, in part 

due to negative work experiences, a perceived lack of justice in procedures and 

inadequate management support. The importance of procedural justice in the police 

service is also recognised by the Home Office in the police performance management 

framework (Home Office, 2004). This framework emphasised the importance of 

procedural justice in performance evaluation. 

                                                 
24

 In this chapter, the terms procedural fairness and procedural justice are used interchangeably. 
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Drawing on previous studies which found that the use of performance 

measures is associated with procedural justice (e.g. Hopwood, 1972; Lau and 

Sholihin, 2005), and procedural justice is associated with organisational commitment 

(e.g. Magner and Welker, 1994; Magner et al., 1995; Lau and Moser, 2008), this 

chapter argues that procedural justice is a potential mediating variable in the 

relationship between performance measures employed and organisational 

commitment.  

Interpersonal trust is viewed as an important contributor to organisational 

performance, particularly for organisations relying heavily on collaborative effort 

(Hartmann and Slapnicar, 2009). A police force is clearly such an organisation. A 

good subordinate-supervisor trust relationship is particularly important as it leads to 

improved communication and openness among organisation members (Read, 1962), 

improves cooperation and mitigates agency problems (e.g. Jones, 1995), and 

enhances information exchange (e.g. Fisher et al., 2005). The extensive literature on 

trust suggests that it has an important effect on personality, interpersonal 

relationships, and cooperation within organisations (Lewicki et al., 1998). However, 

no prior study has examined whether interpersonal trust affects the organisational 

commitment among police officers. Trust is proposed as a mediating variable because 

several accounting studies in the private sector (e.g. Hopwood, 1972; Lau and 

Sholihin, 2005) have found a significant relationship between performance measures 

and trust in supervisor; and trust was found to be associated with organisational 

commitment (e.g. Albrecht and Travaglione, 2003; Nyhan, 1999). Hence, this study 

hypothesises that both trust in supervisor and procedural justice are intervening 
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variables that mediate the relationship between the use of performance measures and 

organisational commitment of police officers, as depicted in figure 9.1. 

The study contributes to the literature in three ways. First, it extends the 

literature on supervisory evaluative style, which predominantly focuses on accounting 

(financial) performance measures (Lau and Sholihin, 2005), by examining the effect 

of the use of financial and nonfinancial performance measures on the organisational 

commitment of police officers, and also examining how they interact with procedural 

justice and interpersonal trust in this regard. This is consistent with the suggestions 

made by, for example, Hartmann (2000) and Otley and Pollanen (2000). Hartmann 

(2000) advocates: 

―Based on RAPM (Reliance on Accounting Performance Measures) research 

specific hypotheses could be formulated about the usefulness of having 

multiple performance indicators… about the effect of having non-financial or 

non-quantitative performance targets … So far, both theory development and 

empirical evidence…are limited‖ (p.477). 

 

Second, the study moves beyond previous speculation regarding the effects of 

procedural justice and interpersonal trust on organisational commitment in the police 

service (e.g. Metcalfe and Dick, 2000, 2001; Beck and Wilson, 2000), to empirically 

test these relationships.  Third, by employing procedural justice and trust as 

intervening variables, evidence is provided on the nature of the relationship between 

the use of performance measures and organisational commitment, whether the effects 

are direct or indirect. 
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9.3. Literature Review and Hypotheses Development 

9.3.1. Organisational commitment in the police service 

Reviews on organisational behaviour studies (see for example, Mathieu and 

Zajac, 1990; Randall, 1990, Meyer and Allen, 1997) find that organisational 

commitment is widely recognised as an important factor positively influencing 

behaviour beneficial for organisations, such as employee effort and performance, 

attendance, and retention. Yet according to Metcalfe and Dick (2000, 2001) little 

research has been conducted in the UK police service on factors associated with 

organisational commitment. The earliest study of organisational commitment in the 

police force was conducted by Van Maanen (1975), who examined the development 

trend of organisational commitment among US police recruits. Using a longitudinal 

study over a period of 30 months, the survey found that organisational commitment 

decreased with tenure and experience. However, compared to those in other public 

professions, such as public utility and hospital employees, the level of organisational 

commitment in the police service was significantly higher. Another relevant US study 

(Harr, 1997) employed field observations and in-depth interviews with patrol officers, 

and found that only 6 per cent of the patrol officers expressed a high level of 

organisational commitment. Low organisational commitment was found to be 

associated with occupational deviance, such as work avoidance, manipulation and 

deviant activities against the organisation. A further study of US police officers 

conducted by Morris et al. (1999) found that organisational commitment is positively 

affected by management support.  
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An Australian study by Beck and Wilson (2000) also found an inverse 

correlation between organisational commitment and length of police officer service. 

They speculated that the decrease in organisational commitment may be due to the 

unique organisational characteristics in the police service which ―flag a lag of 

support, justice, and values‖ giving rise to an ―inventory of bad experiences‖ (p. 132). 

Similar findings were reported by Lim and Teo (1998) in a study of police officers in 

Singapore.  

In contrast to the above, UK studies conducted by Metcalfe and Dick 

(Metcalfe and Dick, 2000; Metcalfe and Dick, 2001; Dick and Metcalfe, 2001) found 

that organisational commitment is positively correlated with rank seniority and 

tenure. Furthermore, they found that organisational commitment is affected by 

management support and performance appraisal practice. The Dick and Metcalfe 

(2001) study sought to compare the organisational commitment of civilian staff with 

police officers in a large police force in England, and to examine whether managerial 

factors that affect organisational commitment differ between the two groups. Dick 

and Metcalfe (2001) found the two groups possessed similar levels of organisational 

commitment, although managerial level (officer rank) was positively associated with 

organisational commitment for uniform staff but not for civilian staff.  

Overall, the organisational commitment studies among police officers suggest 

that the UK context differs from other countries regarding tenure and organisational 

commitment, but in all contexts organisational commitment is affected by various 

management and organisational factors. This chapter explores further some of these 

factors by examining whether organisational commitment of detective inspectors and 
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detective chief inspectors is affected by the use of performance measures, procedural 

justice, and trust in superiors. It also controls for the effects of tenure. 

9.3.2. Performance measures and organisational commitment 

The performance measurement literature in the private sector (e.g. Ittner and 

Larcker, 1998; Kaplan and Norton, 1992; 1996) advocates the use of nonfinancial 

performance measures. This suggestion is mainly motivated by the perceived loss of 

value relevance of traditional financial or accounting measures in understanding 

organisational performance (Johnson and Kaplan, 1987; Lynch and Cross, 1991; 

Ittner and Larcker, 1998). In the public sector, as cited by Modell (2004), many 

accounting researchers (e.g. Mayston, 1985; Pollit, 1986; Ballantine et al., 1998; 

Kloot, 1997; Kloot and Martin, 2000) have criticised attempts to improve public 

sector management performance by relying on financial measurement, and suggest 

that performance measurement in the public sector should be broadened to include 

nonfinancial aspects.  

In the police service, both financial and nonfinancial measures are important 

in managing police performance (Chatterton et al., 1996; Home Office, 2004). 

Studies conducted by Chatterton et al. (1996) and Collier (2001) found that following 

the introduction of the Financial Management Initiative in 1982, budgeting became 

the prevalent accounting form adopted by police forces in the UK. With regard to 

nonfinancial measures, The Practical Guide to Performance Management (Home 

Office, 2004) recognised the importance of both lead indicators (i.e. performance 

indicators which give an early signal of future performance against the force's high-
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level performance outcomes) and lag indicators (i.e. indicators of past performance). 

For example, ―time to attend a burglary‖ is a lead indicator and ―the burglary 

detection rate‖ is a lag indicator. More recently, The Practical Guide to Performance 

Management (Home Office, 2008) advocated that ―everyone in the force understands 

and acts upon the basic principles of performance management as relevant for their 

role‖ (p.17). However, financial performance measures and budget responsibility 

relate more to senior officers (Chatterton et al., 1996).   

Prior studies in private sector firms (e.g. Lau and Sholihin, 2005) suggest that 

the use of performance measures (either financial or nonfinancial) may be positively 

associated with various functional attitudes and behaviour. Using a sample of 

managers from Indonesian manufacturing companies, Lau and Sholihin (2005) found 

that the use of performance measures is associated with procedural fairness, 

interpersonal trust, and job satisfaction. Subramaniam and Mia (2003) suggest that 

budget emphasis may be positively associated with organisational commitment. In 

the private sector, they found a nonmonotonic effect of the interaction between 

budget emphasis and managers‘ work-related values on organisational commitment. 

Lau and Moser (2008), using a sample of managers from UK manufacturing 

organisations, found that the use of nonfinancial measures in evaluating subordinates‘ 

performance is positively associated with organisational commitment. Based on the 

results of studies in the private sector, a positive association is expected between the 

use of performance measures (either financial or nonfinancial) and organisational 

commitment. However, such an effect may be indirect via procedural justice and 

trust, as will be discussed below. 
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9.3.3. Performance measures, procedural justice, and trust 

The use of performance measures (whether financial or nonfinancial) in the 

private sector has been found to be associated with procedural justice and trust (e.g. 

Hopwood, 1972; Lau and Sholihin, 2005). Hopwood (1972) and Otley (1978) studied 

the effect of the use of financial measures for performance evaluation on 

subordinates‘ attitudes and behaviour within manufacturing companies in the US and 

UK, respectively. They found a positive relationship between the use of financial 

performance measures (Budget Constrained and Profit Conscious) on trust and 

procedural justice. A more recent study by Lau and Sholihin (2005), based on 

managers of Indonesian manufacturing companies, found that the use of performance 

measures (either financial or nonfinancial) in evaluating managers is positively 

associated with procedural justice and trust. Lau and Moser (2008), surveying 

managers of UK manufacturing companies, found that the use of nonfinancial 

measures is positively associated with procedural justice. Drawing on the above 

findings this chapter therefore expects that the use of both financial and nonfinancial 

performance measures in the police service will be positively associated with 

procedural justice and trust in superiors. 

Ha4: The use of financial performance measures is positively associated with 

procedural justice and trust. 

Ha5: The use of nonfinancial performance measures is positively associated 

with procedural justice and trust. 
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9.3.4. Procedural justice and organisational commitment 

A meta-analytic review of justice empirical studies by Colquitt et al. (2001) 

found a positive association between procedural justice and organisational 

commitment. The empirical accounting literature also supports this relationship. 

Magner and Welker (1994) found procedural justice in budgetary resource allocation 

to be positively associated with organisational commitment and trust in superiors 

among accounting department heads of American universities and colleges. Magner 

et al. (1995) examined whether budgetary participation (a proxy of procedural 

fairness) interacts with budget favourability to affect subordinates‘ attitudes towards 

their superiors (trust) and their organisation (organisational commitment). They 

hypothesised that when subordinates‘ received unfavourable budgets, they would 

experience higher levels of trust towards their superiors and higher degrees of 

organisational commitment when they had participated in the budgetary process 

compared with those who had not participated. Using a sample of international 

managers in private sector organisations they found significant interaction between 

unfavourable budgets and budgetary participation affecting subordinates‘ trust in 

superiors and subordinates‘ organisational commitment. Subordinates‘ trust in their 

superiors and organisational commitment were higher in situations when they were 

allowed to participate in budget setting. Their findings support the argument that 

procedural fairness is an important determinant of trust and organisational 

commitment. Using a sample of managers from UK manufacturing organisations, 

Lau and Moser (2008) found that procedural justice is positively associated with 
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organisational commitment. This study therefore expects that procedural justice will 

be positively associated with organisational commitment. 

Ha12: Procedural justice is positively associated with organisational 

commitment. 

9.3.5. Trust and organisational commitment 

Zand (1997) defines trusting behaviour as a willingness to increase 

vulnerability to another person whose behaviour cannot be controlled in situations in 

which a potential benefit is much less than a potential loss if the other person abuses 

the vulnerability. Further, he suggests that trust between individuals will greatly 

increase their joint problem-solving effectiveness, and increase their commitment to 

each other and satisfaction with their work and their relationships. Trust therefore has 

an important effect on interpersonal relationships, cooperation, and stability in social 

institutions and markets (Lewicki et al., 1998). Read (1962) notes that trusting 

subordinates expect their interests to be protected and promoted by their superiors, 

feel confident about disclosing negative personal information, feel assured of full and 

frank information sharing, and are prepared to overlook apparent breaches of the trust 

relationships. 

Lau et al. (2008) argue that trust in supervisor may be associated with 

organisational commitment because a subordinate will tend to perceive the 

organisation through the supervisor‘s actions. Using a sample of employees from two 

public sector organisations (with responsibilities for the administration of publicly 

funded library services, arts and theatres and land title), Albrecht and Travaglione 
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(2003) found trust to be significantly associated with organisational commitment. 

Using 600 employees in three public organisations, Nyhan (1999) found that 

interpersonal trust is associated with organisational commitment. The current study 

expects that within the sample of police officers trust is positively associated with 

organisational commitment. 

Ha15: Trust in superior is positively associated with organisational 

commitment. 

 

9.3.6. Procedural justice and trust 

There is ample evidence to indicate that the implementation of procedures 

perceived by subordinates as unjust is detrimental to the organisation‘s interests 

(Greenberg, 1987; Friedland, Thibaut and Walker, 1973; Thibaut et al., 1974; Kanfer, 

Sawyer, Early and Lind, 1997). Since perceptions of unjust procedures can negatively 

affect organisations, superiors are likely to maintain high procedural justice. By 

maintaining high procedural justice, it is expected that subordinates will have more 

trust in superiors (Lind and Tyler, 1988).  

Previous studies in various settings reveal that procedural justice has a 

positive influence on trust (e.g. Alexander and Ruderman, 1987; Folger and 

Konovsky, 1989; Konovsky and Pugh, 1994). Alexander and Ruderman (1987) 

investigate the relationship between fairness and various organisational outcomes 

using government employees at six US Federal installations. They found that 

procedural justice significantly affects job satisfaction, evaluation of supervisor, 

conflict/harmony, trust in management, and turnover intention.  Folger and Konovsky 

(1989) conducted a survey to examine the impact of justice on the decision of pay 
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rises. Using samples of employees from a financial services organisation they found 

that procedural justice positively affects trust in supervisors and organisational 

commitment. Konovsky and Pugh (1994) develop and empirically examine a social 

exchange model of organisational citizenship behaviour. Using data from hospital 

employees and their supervisors, they found that procedural justice positively affects 

trust in supervisors. 

Management accounting studies also found that procedural fairness affects 

trust in superior (Magner and Welker, 1994; Staley and Magner, 2006; Lau and Tan, 

2006; Lau et al., 2008). Magner and Welker (1994) found that procedural justice in 

budgetary resource allocation was positively associated with organisational 

commitment and trust in superiors. Staley and Magner (2006) develop and test a 

model, based on social exchange theory, of whether procedural and interactional 

budgetary fairness reduce managers‘ propensity to create budgetary slack by way of 

enhancing managers‘ trust in their immediate supervisors.  Drawing on a survey of 

US federal government managers they found that procedural fairness positively 

affects trust in superiors. Surveying managers of manufacturing companies in 

Singapore, Lau and Tan (2006) found that procedural justice is positively associated 

with trust. In an Australian study of health service managers, Lau et al. (2008) found 

that procedural justice positively affects trust. 

Since previous studies overwhelmingly suggest that procedural justice is 

positively associated with trust, the following hypothesis will be tested: 

Ha9: Procedural justice is positively associated with trust in superior. 
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9.4. Analysis, Results and Discussions 

As mentioned in chapter 4, data for this study were gathered by means of a 

questionnaire survey sent to detective inspectors and detective chief inspectors, 

covering a range of operational and administrative roles, in a division of one of the 

largest police forces in the United Kingdom (hereafter Force), supported by 

interviews. This study focuses on these managerial levels because, according to 

Butterfield, Edwards and Woodall (2005), they are expected to take on more 

devolved management responsibility in the New Public Management era. From 112 

questionnaires distributed, 59 responses were received, of which 57 are usable, 

representing a response rate of 51%. This is regarded as a particularly high response 

rate, given the recognised difficulties in accessing data within police institutions 

(Metcalfe and Dick, 2000). Brodeur (1998) suggests that police force surveys 

typically enjoy a response rate of 25-30 per cent.  

Analysis of respondent characteristics reveals that, on average, they have been 

working in the Force for 22 years (ranging from 1 to 32 years), in their current 

position for 2.4 years (from 1 to 10 years), and been supervised by their current 

superior for 1.5 years (from 1 to 5 years). The preliminary analysis reveals that these 

demographic characteristics do not affect the responses.
25

 

 

                                                 
25

 Respondents were split into two groups (below and above average for each demographic factor, viz. 

the length respondents had (1) worked in the Force, (2) worked in their current position, and (3) been 

supervised by their current superior) and then ran t-tests to examine whether there were significantly 

different mean scores for each variable studied between the two groups. The results indicate there is no 

significant difference for any of these variables 
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9.4.1. Descriptive statistics 

A summary of the descriptive statistics for each variable is provided in table 

9.1. It reveals that nonfinancial measures and targets (mean 4.65) are perceived to be 

more important than financial measures (mean 3.25), on a 7-point scale, ranging from 

1 to 7. This is illustrated by the comments of interviewee A, a detective inspector 

with 20 years of service and responsibilities for burglary, robbery and vehicle theft 

detection: 

―My main responsibility is to achieve the detection rate in the area of the 

priority crimes, namely the burglaries, the robberies, and the theft of vehicles 

… and I do not have a lot to do with budgets … the only one I really have 

access is overtime‖. 

 

Interviewee B, a detective inspector with 15 years of service, commented: 

 

―My main financial responsibility is to authorise expense claims and 

overtime. I have been told how many officers I have to deploy ‗on paper‘ but 

do not control the actual numbers that are deployed …. frequently team 

numbers are managed centrally to ‗balance the books‘, but less are provided 

than should be to reduce the cost of an officer. This ‗tactic‘ has evolved since 

devolved budgets were allocated to divisional units in the police, managed by 

‗business managers‘, civilian support staff alongside divisional commanders‖.  

  

 

Table 9.1. Descriptive statistics of variables 

 Actual Score   

Variables Minimum Maximum Mean Std Dev 

Financial measures (FM) 1.00 7.00 3.25 1.19 

Nonfinancial measures (NM) 1.00 6.78 4.65 1.13 

Procedural Fairness (PF) 1.00 6.50 3.94 1.34 

Trust 1.25 6.50 4.26 1.22 

Organisational commitment (OC) 2.89 6.89 5.05 1.00 

 

 

The procedural justice variable has a mean of 3.94, implying that a large 

proportion of the officers do not perceive the procedures used to evaluate 
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performance as fair. Given the importance placed on fairness in performance 

evaluation in The Police Performance Management Guide (Home Office, 2004), one 

might have expected the rating to be higher. Part of the perceived problem within the 

police force is that the pay and promotion processes do not formally consider the 

levels of success in attaining performance measures. Interviewee A observed: 

―... I don‘t think the way my job is evaluated will ever make any difference to 

what reward I receive at the end of the day; because of the way police 

regulations are they can‘t turn round … It doesn‘t recognise what you‘re 

doing …‖. 

 

Another respondent (interviewee C, a detective inspector with 22 years of police 

service) commented: 

―Strictly speaking … I would say that whether you have come in on target … 

it doesn't affect the decision on pay or promotion‖. 

 

However, another respondent (interviewee D, a detective inspector with 31 years of 

service responsible for shootings, stabbings and rape detection) argues: 

―I think it would be naive to think that performance measures aren't taken into 

account when officers go for promotion. Obviously the better performing 

candidates will be identified and supported by their line managers for 

promotion but there is nothing written in policy to state so. Financial 

management does not factor at all in the process but again if an officer was to 

waste huge resource it is unlikely he/she would be supported by their line 

managers‖. 

 

In contrast to procedural fairness, it is found that respondents‘ trust in their 

superiors and their commitment to their organisation are both relatively high (mean of 

4.26 for trust, and 5.05 for organisational commitment). One inspector (interviewee 

A) described the loose linkage between performance targets and organisation 

commitment as follows:  
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―To me it‘s more personal, I don‘t like to do something and do it by half.  If 

I‘m given something to do, I want to achieve it ... and I‘ll feel a 

disappointment if I don‘t and therefore I‘m fairly driven in achieving targets 

from my own point of view and I‘ll drag everybody else along with me … and 

I think this job relies heavily on people like myself to do that  … they know 

there‘s a lot of committed individuals within the police service that want to do 

well.  And it‘s not just so they progress their own career, it‘s just because they 

do feel about what they want to do ... people having sort of an inner desire 

really to do well.  Not necessarily for themselves, not necessarily to meet their 

target but the fact that you know ... for example Mrs Smith‘s had her house 

burgled and is now frightened to go to bed without the light on, on a night … 

So I see myself as having more of an impact on trying to prevent those sort of 

issues happening‖. 

 

Another respondent (interviewee D) explained his high levels of trust in his superior 

in terms of the clarity and transparency in communicating performance feedback: 

―I don‘t think there‘s anything hidden there when I asked about the results of 

Performance Review …..  So the trust is there‖.   

 

In summary, the descriptive statistics and interviews suggest that while the 

perceived procedural justice is relatively low, officers in the Force typically remain 

committed to the organisation‘s goals and have healthy levels of trust in their 

superiors. 

9.4.2. Bivariate analysis 

Bivariate analysis was performed to explore associations between the 

variables studied. Table 9.2. reveals that both procedural justice and trust are 

positively associated with organisational commitment (p<0.05 and p<0.01, 

respectively). The findings provide empirical support for the speculation of previous 

management studies in a police context (e.g. Beck and Wilson, 2000), which argue 

that the observed decreased organisational commitment may be because the work 
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experiences of officers highlight ―a lack of support, justice, and value‖ (p. 132). The 

results also support the findings in organisational justice studies (see, for example, a 

meta-analysis by Colquitt et al., 2001) as well as in management accounting studies 

in other environments (e.g. Magner and Welker, 1994; Magner et al., 1995; Lau and 

Moser, 2008). With regard to the positive association between trust and 

organisational commitment, the result is consistent with Albrecht and Travaglione 

(2003) and Nyhan (1999).  

Table 9.2. The results of correlation analysis 

 FM NM PF Trust OC 

FM 1     

NM 0.448** 1    

PF 0.057 0.098 1   

Trust 0.155 0.223 0.313* 1  

OC 0.313* 0.421** 0.334* 0.431** 1 
**  Correlation is significant at the 0.01 level (2-tailed). 

*  Correlation is significant at the 0.05 level (2-tailed). 

 

The table also indicates that procedural justice is positively associated with 

trust (p<0.05). This is consistent with previous studies in other settings, such as 

governmental office employees (e.g. Alexander and Ruderman, 1987), hospital 

employees (e.g.  Konovsky and Pugh, 1994), and manufacturing employees (e.g. 

Folger and Konovsky, 1989). The findings also support previous accounting studies 

in other environments (e.g. Magner and Welker, 1994; Staley and Magner, 2006; Lau 

and Tan, 2006; Lau et al., 2008). 

Further, table 9.2. shows that the use of financial performance measures is 

positively associated with organisational commitment (p<0.05), although the result is 

stronger for the use of nonfinancial measures (p<0.01). The table, however, shows no 

significant association between financial measures and procedural justice and trust. 
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This also applies for the use of nonfinancial measures. These findings differ from Lau 

and Sholihin‘s (2005) study of manufacturing firms where both financial and 

nonfinancial performance measures were positively associated with procedural justice 

and trust. One possible explanation could be the considerable difference in 

occupational culture between officers in a police force and managers in private sector 

firms. Collier (2001) argues that the occupational culture of policing (the norms, 

values and beliefs held by police officers) affects all aspects of policing. Its aspects 

are reinforced by ―recruitment, training and socialization processes, embedded in the 

rank hierarchy and supported by rewards and sanctions…. They are firmly rooted in 

the notion of constabulary independence in which police officers are not employees 

but warrant holders‖ (p. 472). 

Overall, the results of correlation analysis suggest that organisational 

commitment is enhanced where the performance evaluation and measurement 

procedures for senior officers are perceived by them as fair in evaluating performance 

and communicating performance feedback, and foster trust in the subordinate-

superior relationship. In addition, the results suggest that procedural fairness is an 

important determinant of interpersonal trust.  

The correlation analysis does not provide initial support for hypothesis Ha4 

(the use of financial performance measures is positively associated with procedural 

justice and trust), or Ha5 (the use of nonfinancial performance measures is positively 

associated with procedural justice and trust). The results, however, provide initial 

support for Ha12 (procedural justice is positively associated with organisational 

commitment), Ha15 (trust in superior is positively associated with organisational 
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commitment), and Ha9 (procedural justice is positively associated with trust in 

superior). In addition, the results of bivariate analysis also indicate that the effect of 

the use of financial and nonfinancial measures on organisational commitment is 

direct, as the use of measures, either financial or nonfinancial, is not associated with 

procedural justice and trust. In other words, procedural justice and trust do not appear 

to mediate the relationship between performance measure use and organisational 

commitment (see Baron and Kenny, 1986). In addition, the results of bivariate 

analysis suggest that trust may mediate the relationship between procedural justice 

and organisational commitment.  

Baron and Kenny (1986) explain that a variable, such as trust, is said to have a 

mediating effect when the variable is correlated with the independent variable 

(procedural justice) as well as with the dependent variable (organisational 

commitment). They further argue that a variable may act as a full mediator or partial 

mediator. Full mediation exists when the significant correlation between independent 

and dependent variables ceases to remain significant following introduction of the 

proposed mediating variable in the model. Partial mediation arises when the 

mediating variable is included in the model and the relationship between independent 

and dependent variable retains its significance. To ascertain the nature of the 

relationship of the variables studied, structural equation modelling using a PLS 

approach is performed, as discussed below.  
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9.4.3. Structural model analysis 

Figure 9.2. presents the PLS results by controlling for the effect of tenure. 

Tenure is controlled because previous studies offer ambiguous results, in that Van 

Maanen (1975), Beck and Wilson (1997, 2000), and Lim and Teo (1998) found that 

organisational commitment decreased with tenure, whereas Metcalfe and Dick 

(2000), Metcalfe and Dick (2001) and Dick and Metcalfe (2001) found that 

organisational commitment increased with tenure. The figure in panel A shows the 

results of the structural model of financial measures whilst panel B shows the 

structural model for nonfinancial measures. Both models reveal that tenure is 

positively associated with organisational commitment. The results therefore, are 

consistent with the studies of Metcalfe and Dick (2000), Metcalfe and Dick (2001) 

and Dick and Metcalfe (2001) in the UK, but are contrary to the findings from other 

countries (e.g. Van Maanen, 1975; Beck and Wilson, 1997, 2000; Lim and 

Teo,1998).    

Panel A shows that the use of financial measures is positively associated with 

organisational commitment but not with procedural justice and trust, which is 

consistent with results of bivariate analysis. This suggests that the effect of the use of 

financial measures on organisational commitment is direct, and is not mediated by 

procedural fairness and trust. Further, despite the strong significant zero-order 

correlation coefficient between procedural justice and organisational commitment 

observed in Table 9.2., the structural model reveals that the direct effect of procedural 

justice on organisational commitment is no longer significant (see figure 9.2., panel 

A). Therefore, this study concludes that trust fully mediates the relationship between 
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procedural justice and organisational commitment. The findings suggest that the 

process by which procedural justice affects organisational commitment is that 

procedural justice enhances trust in superiors and then trust improves the level of 

organisational commitment. Finally, the R
2 

of 0.379 suggests that the use of financial 

measures, procedural fairness, and trust combine to explain a reasonably large 

proportion of the variation in organisational commitment.  

Figure 9. 2. The results of PLS Analysis 

Panel A. Financial model 
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relationship between the use of nonfinancial measures and organisational 

commitment. The figure also indicates that trust is positively associated with 

organisational commitment. As with the financial model, there is no direct effect of 

procedural justice on organisational commitment. Therefore, it can be concluded that 

the effect of procedural justice on organisational commitment is fully mediated by 

trust. However, the figure indicates that trust is only partially mediates the 

relationship between nonfinancial measures and organisational commitment because 

the association between nonfinancial measures and organisational commitment is still 

significant. 

 

Panel B. Nonfinancial model 
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9.5. Conclusions  

The purpose of this chapter is to examine whether, and if so how, the use of 

performance measures, procedural justice and trust interact to affect organisational 

commitment in the police service. Drawing on a sample of 57 inspecting level 

officers in one of the largest police forces in the UK, the results of descriptive 

statistics indicate that the general level of organisational commitment of detective 

inspectors and detective chief inspectors is relatively high, with perceived levels of 

interpersonal trust and procedural fairness being somewhat lower. Further, using 

correlation analysis, the study finds that the use of performance measures, whether 

financial or nonfinancial, is positively associated with organisational commitment. 

The study also finds that procedural justice is positively associated with trust and 

these two variables are positively associated with organisational commitment.  

The results suggest that among senior officers (inspectors and chief 

inspectors), greater reliance on performance measures within a fair performance 

management process and a culture of trust between subordinate and superior is 

expected to give rise to enhanced organisational commitment. Although no prior 

public sector studies of this nature have been conducted, the findings are consistent 

with previous accounting studies, such as that of Lau and Moser (2008), which found 

that the use of nonfinancial measures and procedural justice is positively associated 

with organisational commitment. The results also support the findings of studies on 

the importance of trust which found trust to have an important effect on interpersonal 
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relationships and cooperation within organisations (Lewicki et al., 1998). These 

findings offer empirical support for the arguments, not empirically tested, of previous 

police studies (e.g. Metcalfe and Dick, 2000, 2001; Beck and Wilson, 2000) on the 

importance of trust and procedural justice in raising commitment among police 

officers. Regarding procedural justice, these findings within a specific policing 

context are consistent with Lind and Tyler‘s (1988, p. 179) conclusion that: 

―… procedural justice is a remarkably potent determinant of affective 

reactions to decision making and that procedural justice has especially strong 

effects on attitudes about institutions and authorities … we believe that 

attitudes toward the organization as a whole, including such things as 

organisational commitment, loyalty and work group cohesiveness, are 

strongly affected by procedural justice judgment ‖ (emphasis added). 

 

Further analysis using structural equation modelling finds that procedural 

justice and trust do not mediate the relationship between the use of financial measures 

and organisational commitment. In similar fashion, procedural justice does not 

mediate the relationship between nonfinancial measures and organisational 

commitment. However, trust is found to partially mediate the effect of the use of 

nonfinancial measures and organisational commitment. This suggests that the greater 

subjectivity involved in measuring many nonfinancial performance measures 

demands a higher degree of interpersonal trust between officer and superior, and 

where this holds organisational commitment is enhanced. Finally, the study finds that 

trust fully mediates the relationship between procedural justice and organisational 

commitment.  
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CHAPTER 10: RELIANCE ON MULTIPLE 

PERFORMANCE MEASURES AND MANAGER 

PERFORMANCE 

 

10.1. Introduction 

The focus of this chapter is somewhat different from the other result chapters 

(chapters 6 to 9) in that it does not explore the procedural fairness variable which is 

the central theme of this thesis. However, this chapter studies an important aspect of 

PMERS, namely the use of multiple performance measures in evaluating 

subordinates‘ performance. It addresses research question 8 and 9 and hypotheses 

Ha27 and Ha28 as outlined in chapter 1. This chapter focuses on the manufacturing 

organisation as, at the time of study, only this organisation among the four in the 

study was experiencing restructuring and downsizing. Wentzel (2002) argued that it 

is important to study the behaviours of managers in organisations experiencing such 

issues. Prior to presenting the findings, this chapter will present the background of the 

study, literature review and hypotheses, and research method. 

10.2. Background of the Study 

Many authors (e.g. Ittner and Larcker, 1998; Otley, 1999; and Chenhall, 2005) 

have advocated greater research focus on the behavioural effects of strategic 

performance measurement systems. Such systems exhibit various characteristics, 

such as diverse performance measures (both financial and nonfinancial), leading and 

lagging indicators, and goals designed to align individual actions with organisations‘ 

strategy (Ittner et al., 2003; Webb, 2004; Chenhall, 2005). This chapter focuses on the 
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diversity of performance measures in strategic performance measurement systems. In 

particular, it investigates whether the effect of multiple performance measures, which 

include both financial and nonfinancial measures, used to evaluate subordinates‘ 

performance (hereafter referred to as reliance on multiple performance measures, or 

RMPM) is contingent on the perceived level of difficulty of the goals set and whether 

these goals are perceived by managers as specific and clear. The chapter seeks to 

contribute to the literature on supervisory evaluative style, performance measure 

diversity, and goal-setting theory. 

With regard to supervisory evaluative style, prior studies have tended to 

conceptualise supervisory evaluative style – or how superiors evaluate the 

performance of their subordinates – based on accounting or financial measures 

(Noeverman et al., 2005). The stream of studies in this area emanate from the seminal 

work of Hopwood (1972) and the contrary findings of Otley (1978). Hopwood‘s 

(1972) study examined whether the dysfunctional behavioural effect of performance 

evaluation is a necessary consequence of using accounting data in performance 

evaluation, or whether it depends on the manner in which the accounting data are 

used. He found that a Budget-Constrained style is positively associated with 

subordinates‘ job-related tension and speculated that such conditions will negatively 

affect subordinates‘ performance. Otley (1978) attempted to replicate and extend 

Hopwood‘s study with some modifications in variable specification and method. 

Contrary to Hopwood (1972), Otley (1978) found that a Budget-Constrained style 

was not associated with subordinates‘ job related tension, but was associated with 

higher subordinate manager performance. These early studies motivated others to 
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explore and develop the research issue, introducing other variables, such as budgetary 

participation (Brownell, 1982), participation and task uncertainty (Brownell and 

Dunk, 1991; Lau et al., 1995), trust (Ross, 1994), information completeness (Emsley, 

2001), and managers‘ work-related values (Subramaniam and Mia, 2003) as the 

contingent variables.  

This chapter goes beyond most previous studies on the behavioural effects of 

supervisory evaluative style, which conceptualise it as reliance on 

accounting/financial performance measures, to examine the behavioural effects of 

performance measure diversity, employing both financial and nonfinancial measures. 

To date, it is not clear whether and how a combination of financial and nonfinancial 

measures affects managerial performance (Sholihin et al., 2004). The importance of 

this topic is emphasised by Otley and Fakiolas (2000), Hartmann (2000), and 

Noeverman et al. (2005), who call for studies in supervisory evaluative style to 

include nonfinancial measures in their analysis. Hartmann (2000), for example, 

suggests:  

―Based on RAPM (Reliance on Accounting Performance Measures) research-

specific hypotheses could be formulated about the usefulness of having 

multiple performance indicators … about the effect of having non-financial or 

non-quantitative performance targets … So far, both theory development and 

empirical evidence … are limited‖ (p. 477, emphasis and parentheses added). 

 

With respect to the performance measure diversity literature, previous studies 

on the topic have investigated its effects on organisational performance (Hoque and 

James, 2000; Hoque et al., 2001; Ittner et al., 2003; Chenhall, 2005; Van der Stede et 

al., 2006) and on the performance of managers who use such systems to manage 
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organisations (Burney and Widener, 2007; Hall, 2008). These studies confirm that the 

use of financial and nonfinancial measures positively affects firm performance. There 

is, however, a lack of empirical evidence to show whether and how it affects 

subordinates‘ performance. This chapter aims to provide evidence on whether and 

how performance measure diversity affects subordinates performance. Anthony et al. 

(1997) emphasise that management accounting studies need to address the important 

issue of how performance measurement systems can produce desired behaviours and 

outcomes.  

Finally, previous studies on goal-setting characteristics usually focus on the 

setting of a single goal (Locke and Latham, 1990; Cheng et al., 2007). This chapter 

contributes to the goal-setting theory literature by investigating the effects of goal-

setting characteristics in a multiple-goal-setting context. This chapter examines 

whether and how goal specificity and goal difficulty affect the relationship between 

RMPM and subordinate managers‘ performance. 

10.3. Literature Review and Hypothesis Development 

10.3.1. Performance measure diversity and its effects 

Ittner and Larcker (1998) contend that performance measurement systems are 

important because they play a key role in the implementation of strategic plans, the 

evaluation of organisational objective achievement, and the construction of 

managerial compensation plans. Merchant (2006) argues that performance measures 

are critical in managerial performance evaluation to motivate managers to exert effort 
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towards attaining organisational goals through a variety of incentives tied to the 

achievement of those goals.  

Various innovations in performance measurement systems have emerged, in 

part motivated by the perceived loss of value relevance of traditional financial or 

accounting measures in understanding organisational performance (Johnson and 

Kaplan, 1987; Lynch and Cross, 1991; Ittner and Larcker, 1998; Hoque et al., 2001).  

To overcome these perceived limitations, Kaplan and Norton (1996) and others 

advocate nonfinancial measures to complement financial measures, arguing that 

measures such as product innovation, product leadership, and customer loyalty may 

be better indicators of future profitability than annual profit. Vaivio (1999, p. 409) 

observes:  ―It has been claimed that financial measurement should be complemented 

with ‗new‘ nonfinancial indicators and companies are being advised to erect 

multidimensional measurement systems‖.  According to Ittner and Larcker (2000), 

the distinct benefits of nonfinancial performance measures are that they provide a 

closer link to long-term organisational strategies, provide indirect quantitative 

information on companies‘ intangible assets, can be good indicators of future 

financial performance, and can improve managers‘ performance by providing more 

transparent evaluation of their actions. 

The use of an appropriate mix of financial and nonfinancial measures may 

enable organisations to mobilise and exploit their intangible or intellectual assets as 

well as their physical tangible assets, which, in turn, may lead to better performance 



 258 

(Atkinson et al., 2001).
26

 Kaplan and Norton (1996) argue that multiple measures, 

which incorporate both financial and nonfinancial measures, might function as the 

cornerstone for future success. Hoque et al. (2001) contend that the adoption of a 

multiple measurement system is capable of providing future performance signals and 

in motivating breakthrough improvements in critical activities. Kaplan and Norton 

(1992) contend that by combining both financial and nonfinancial measures, it 

 ―…helps managers to understand, at least implicitly, many interrelationships. 

This understanding can help managers transcend traditional notions about 

functional barriers, and ultimately lead to improved decision making and 

problem solving‖ (p. 79). 

 

 Empirical evidence (e.g. Van der Stede et al., 2006; Chenhall, 2005; Ittner et 

al., 2003; Said et al., 2003; Hoque et al., 2001) suggests that operating a diverse 

performance measurement system which includes both financial and nonfinancial 

measures positively affects organisational performance. Van der Stede et al. (2006) 

found that firms with more extensive use of financial and nonfinancial measures have 

higher performance in terms of financial, operating, employee-related, and customer-

oriented performance. Chenhall (2005) observed that an integrative performance 

measurement system which includes financial and nonfinancial measures 

significantly affected a range of strategic outcomes. Said et al. (2003) found that 

firms that employ performance measurement diversity attain higher accounting and 

market-based performance levels. Similarly, Ittner et al. (2003) found that firms 

                                                 
26

 Some literature (e.g. Said et. el., 2003; Ittner et. al., 2003; and Van Der Stede, et. al., 2006) suggests 

that the selection of the measures should fit the strategy of the organisation. Henri (2006) argues that 

the measures should also fit the organisational culture. Kaplan and Norton (1996) contend that the 

measures should have cause-and-effect linkage, while Chenhall (2005) argues the measures should be 

integrative. 



 259 

which implement a broader set of financial and nonfinancial measures had higher 

stock market returns than those with less extensive measures. Hoque et al. (2001) 

found that greater use of financial and nonfinancial measures was associated with 

improved performance.  

Other studies (for example, Webb, 2004; Burney and Widener, 2007; and 

Hall, 2008) have investigated the impact of performance measure diversity on 

individual managers‘ attitudes and behaviours. Webb (2004), using an experimental 

design, found that the cause-and-effect linkage of nonfinancial and financial measures 

affects managers‘ goal commitment. A survey by Burney and Widener (2007) found 

that performance measurement diversity linked to strategy positively affects 

managers‘ performance through its relationship with job-relevant information and 

role ambiguity. Such a system increases job-relevant information and reduces role 

ambiguity; performance is higher when managers perceive that their role ambiguity is 

lower. Hall (2008) also examined the effect of performance measurement diversity on 

managerial performance. Using data collected from a survey of SBU managers of 

Australian manufacturing organisations, he found performance measurement 

diversity to be positively associated with role clarity and psychological empowerment 

which, in turn, were positively associated with managerial performance. 

The foregoing discussion indicates that performance measurement diversity 

has positive effects. However, few prior studies have investigated this issue at the 

level of the subordinate. The literature suggests that agents (subordinates) who are 

evaluated using multiple performance measures should attain higher performance 

levels because such measures can improve motivation of the agents (Feltham and Xie, 
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1994; Datar et al., 2001); direct subordinates‘ attention to those aspects of the job 

being measured (Moers, 2005); and align subordinates‘ effort along the lines 

emphasised by those measures (Banker et al., 2000). However, based on goal-setting 

theory it is argued that the association between RMPM and subordinate performance 

is not a simple one; the effect of RMPM on subordinate performance is contingent on 

the perceived specificity and difficulty of the goals contained in the measures, as will 

be discussed below. 

10.3.2. Goal-setting theory 

 Goal-setting theory has its roots in experimental psychology and management 

theory (Locke and Latham, 1990). Its basic premise is that an individual‘s conscious 

intentions regulate his/her actions, and performance is influenced by a person‘s 

intention to perform (Locke et al., 1981). Goals are defined as ―what a person is 

trying to accomplish or intends to do‖ (Tosi et al., 2000, p. 150). Goal-setting theory 

argues that, ceteris paribus: 1) a person with difficult goals will do better than 

someone with easy goals; and 2) a person with specific goals (knowing precisely 

what he or she needs do, or is supposed to do) will do better than someone whose 

goals or intentions are vague. For example, a unit manager with a goal ―to increase 

the return on sales for the unit on the previous year‖ has a much less specific goal 

than a manager with a target ―to attain a gross margin on sales of 30 per cent and an 

operating margin of 8 per cent for the year‖. In other words, goal theory argues that 

specific and difficult goals positively affect performance (Locke et al., 1981; Locke 

and Latham, 1990, 2002, 2006). 
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 The mechanism for how goals affect performance draws on three attributes of 

motivated action: arousal or intensity of effort, duration of effort, and choice or 

direction (Locke and Latham, 1990). Concerning intensity of effort, laboratory 

experiments suggest that difficult goals will lead individuals to exert more effort than 

those with ―do your best‖ goals. Duration of effort over time (also known as 

persistence) is influenced by goal specificity: subjects with specific goals spend more 

time performing their task compared with those with nonspecific goals. Finally, goals 

affect performance via directional effects. Firstly, they orient the individual towards 

goal-relevant activities and materials and away from goal-irrelevant ones. Secondly, 

they activate the individual‘s stored knowledge and skills that are perceived as 

relevant to the task. Further, Locke and Latham (1990) distinguish between goal 

difficulty and goal specificity as follows:  

―While the difficulty of the goal should be most logically related to effort and 

arousal, the specificity of the goal should have the most effect on direction of 

attention and direction of effort … Goal specificity should also raise 

performance level of a task as compared with no goal at all ... presumably the 

specific objective gave the manager a clearer picture of what they were to 

achieve than did general objectives … performance goals single out for action 

those aspects of performance that are relevant to the goal‖ (pp. 92-93). 

 

In the context of this study, it is argued that when subordinate managers know 

precisely what they are supposed to do, they will do better than subordinate managers 

whose goals are vague, because those with specific goals will exert more effort and 

spend more time pursuing those targets. Furthermore, specific goals will clarify what 

is required to accomplish their tasks. Hence it is expected that where performance is 

evaluated using financial and nonfinancial measures, and the goals contained in the 
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measures are specific, performance will be enhanced. In the accounting literature, 

Kren and Liao (1988) observe that ―clear, specific goals encourage the development 

of task-relevant plans by stimulating the individual to think more about actions that 

are needed to reach the goal…‖ (p. 285).  

With regard to goal difficulty, subordinates who perceive that their goals are 

difficult are expected to spend more effort in accomplishing their tasks compared to 

those with easy goals; the greater the effort, the higher the performance. The 

normative literature on control systems (e.g. Merchant and Van der Stede, 2003) also 

suggests that to be able to motivate managers to perform better, a performance 

evaluation system should first, define the dimensions of performance measures 

(either financial or nonfinancial or a combination of financial and nonfinancial); 

second, describe the standard of performance by defining the level of performance 

target (difficulty) and the specificity/clarity of the target; and third, implement 

performance-reward link systems. The foregoing discussion suggests that to achieve 

higher performance, subordinates should be evaluated using multiple performance 

measures which have attainment levels that are both specific and challenging. The 

following hypothesis will therefore be tested: 

Ha27: The effect of RMPM on managerial performance is contingent on goal 

specificity. 

Ha28:  The effect of RMPM on managerial performance is contingent on goal 

difficulty. 
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10.4. Research Method 

10.4.1. Research setting and sample 

 The study employs a sample of functional managers of a manufacturing 

organisation located in the UK. The company is part of a highly centralised global 

organisation operating in a specialist, research-driven sector. Its declared vision is to 

be the leading service-driven company and the preferred partner in its sector, with a 

mission of achieving customer commitment by combining leading edge technology 

and innovations with superior applications and customer service skills. To achieve its 

vision and mission, the company has identified values to be promoted throughout the 

organisation, namely, customer focus, personal engagement, team orientation, 

innovation, shareholder commitment, integrity and sustainability. The declared 

corporate culture is one of high performance, accountability and entrepreneurship. Its 

main strategic thrust has been to invest in high growth sites and markets, and divest 

itself of poorly performing businesses, aimed at increasing Return on Invested Capital 

(ROIC) to place it in the top performance quartile in the industry. Much of this 

performance improvement is to be realised through reducing complexity, using fewer 

suppliers and closing smaller plants. The company emphasises the importance of 

financial as well as nonfinancial performance measures.  

 A total of 99 questionnaires, each with a covering letter explaining the 

purpose of the study and assuring data confidentiality, were sent to all functional 

managers representing all seven UK sites using the organisation‘s mailing system.  

The responses, however, were sent directly to the researcher. This produced a total of 

52 responses. Careful inspection of the responses, however, led to two responses 
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being dropped as unusable, yielding a final total of 50 responses for analysis (a 51% 

response rate).  

10.4.2. Variables and their measurement  

10.4.2.1. Reliance on Multiple Performance Measures 

This variable is conceptualised as the use of a combination of financial and 

nonfinancial measures in managerial performance evaluation. It differs from previous 

studies on supervisory evaluative style which, as observed in some review papers 

(e.g. Otley and Fakiolas, 2000; Noeverman et al., 2005), tend to conceptualise 

supervisory evaluative style as solely financially based performance evaluation. This 

study examines the effect of RMPM, as the literature on supervisory evaluative style 

advocates examination of the behavioural effects of both financial and nonfinancial 

measures (Hartmann, 2000; Otley and Fakiolas, 2000; Noeverman et al., 2005). 

Moreover, the organisation studied evaluates the performance of its managers using 

both financial and nonfinancial criteria as indicated in its documentation and 

confirmed in discussions with managers. 

The instrument to measure this variable is adopted from Ittner at al. (2003). 

They identified possible categories of measures used in performance measurement 

systems based on value driver discussion in the balanced scorecard, intangible asset, 

intellectual capital, and value-based management approaches. The categories are: 

relations with customers, relations with employees, operational performance, product 

and service quality, alliances with other organisations, relations with suppliers, 

environmental performance, product and service innovations, community 
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performance, and financial performance. To ascertain the validity of this instrument, 

as suggested by Otley and Fakiolas (2000) and Nouverman (2005), the following 

steps were performed prior to the distribution of the instrument to respondents. First, 

the researcher discussed the measures with a manager from the organisation to 

ascertain that they were relevant and appropriate. Second, the results of the discussion 

were presented to the senior management team to obtain confirmation that the items 

and wordings were appropriate for the sample organisation. In this process, managers 

were given the opportunity to put forward measures which were not initially included 

in the questionnaire, as well as to eliminate the measures which were not considered 

relevant to their organisation. 

Whilst Ittner et al. (2003) used their instrument to assess the importance of the 

ten categories for firms‘ long-term organisational success, this study is concerned 

with managers‘ performance evaluation. The researcher therefore amended the 

wording along the lines of Hopwood (1972), asking how much importance 

respondents thought their supervisors attach to the various performance evaluation 

categories when evaluating their performance, using a seven-point Likert scale, 

anchored 1 (no importance) and 7 (always important).   

Detailed descriptive statistics for each category are presented in table 10.1. 

The table indicates that the sample managers perceive the most important category 

used in their performance evaluation to be operational performance (e.g. productivity, 

on-time delivery, safety, and cycle time) with an average score 5.88, and the least 

important criteria to be community performance (e.g. public image), with an average 

score of  2.54. Financial criteria (e.g. annual profit, return on assets, and return on 
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sales) are perceived as the second most important aspect of performance evaluation, 

followed by relations with employees (e.g. employee satisfaction, employee 

turnover), relations with customers (e.g. customer satisfaction, customer 

loyalty/retention), and product and service quality (e.g. defect rates, returns, quality 

awards). Factor analysis was not performed for this variable as the items represent 

various different categories of performance measures, albeit they incorporate both 

financial and nonfinancial categories. 

To see whether different functions have different perceptions of the 

importance of the categories used to evaluate their performance, table 10.2. provides 

the means of each category by function. Financial performance was ranked first for 

accounting and finance managers, and sales and marketing managers; joint second by 

production managers; and joint fifth by human resource managers. The latter two 

functions placed highest importance on operational performance. Owing to the small 

number of samples in each function, the analysis is only performed on the total 

sample. Moreover, the ANOVA test indicates no significant difference between 

functions (p = 0.246). These results support the suitability of sample data for further 

analysis.  

Table 10.1. Descriptive statistics of the performance categories (all managers) 

 CATEGORY 

Min Max Mean 

Std. 

Deviation 

Relations with customers 1 7 4.57 2.492 

Relations with employees 1 7 5.04 1.581 

Operational performance 1 7 5.88 1.550 

Product and service quality 1 7 4.31 2.374 

Alliances with other 1 7 3.35 1.855 
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organisations 

Relations with suppliers 1 7 3.19 2.028 

Environmental performance 1 7 3.44 2.062 

Product and service 

innovations 
1 7 3.98 2.412 

Community performance 1 7 2.54 1.897 

Financial performance 1 7 5.38 1.926 

 

 

Table 10.2. Means of perceived importance performance categories by function 

CATEGORY 

Sales and 

Marketing Production 

 

Human 

Resource 

Accounting  

and 

 Finance Others 

Relations with customers 5.88 2.20 3.00 3.00 3.47 

Relations with employees 5.00 5.40 5.67 5.00 4.60 

Operational performance 5.84 5.80 6.00 5.50 5.67 

Product and service quality 3.88 5.00 5.67 1.00 4.73 

Alliances with other organisations 3.56 3.40 3.00 1.00 3.20 

Relations with suppliers 3.00 2.60 2.33 2.50 3.67 

Environmental performance 3.80 3.60 1.67 1.00 3.47 

Product and service innovations 4.20 3.80 3.33 1.00 4.20 

Community performance 3.00 2.40 1.67 1.50 2.13 

Financial performance 6.12 5.40 3.00 6.50 4.47 

  

10.4.2.2. Managerial Performance 

The managerial performance measurement instrument is a self-rating measure 

developed by Mahoney et al. (1963; 1965). This instrument is an established measure 

and has been used extensively by many prior studies in supervisory evaluative style 

(Brownell, 1982; Brownell and Hirst, 1986; Brownell and Dunk, 1991; Lau et al., 

1995; Otley and Pollanen, 2000). It consists of eight dimensions of managerial 

activity (planning, investigating, coordinating, evaluating, supervising, staffing, 
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negotiating, representing) and one dimension of overall performance. Respondents 

rate their performance using a seven point Likert-type scale, anchored 1 (very low) 

and 7 (very high). 

Govindarajan (1984) and Brownell and McInnes (1986) both provide 

evidence on its reliability and its construct validity. More recent assessments of this 

measure by Chong and Eggleton (2007) and Kominis and Emmanuel (2007) also 

support the validity and reliability of this measure
27

. For this study, the validity and 

reliability of the instrument was tested as follows. First, the eight dimensions of 

managerial activity were factor analysed. This analysis revealed that the eight 

dimensions loaded on three factors (eigenvalues greater than 1 per cent of cumulative 

variance explained = 79.071). Supervising staff, Obtaining and maintaining staff, and 

Evaluating subordinates‘ activities loaded on factor 1 (the researcher named it the 

―staff management‖ dimension), with factor loadings of 0.928, 0.872, and 0.838 

respectively. Coordinating my area‘s activities, Planning for my area of 

responsibility, and Investigating issues in my area loaded on factor 2 (the reseacher 

called it the ―planning and control‖ dimension) with factor loadings of 0.890, 0.875, 

and 0.664, respectively. ―Negotiating for my responsibility‘s interests‖ and 

―Representing the interests of my area‖ loaded on factor 3 (the author named it 

―external affairs management‖) with factor loadings of 0.909 and 0.891, respectively. 

Second, the researcher regressed the score of overall performance on the above three 

factors of managerial activities. The results of the regression analysis shows 41.4% 

                                                 
27

 These two papers also advocate this type of measures (a self-rating approach) compared to a 

superior‘s rating approach.  
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variance explained by these three factors (F = 10.363, p < 0.001). This suggests that 

the three factors account for approximately 41% of the variance of the overall rating, 

with the remaining 59% being attributable to other factors, such as functional and 

job-specific characteristics (Kominis and Emmanuel, 2007). The regression analysis, 

however, revealed that only ―planning and control‖ and ―external affairs 

management‖ factors significantly affect overall performance. The coefficient value 

of ―planning and control‖ is 0.472 (t = 3.592; p = 0.001) and that of ―external affairs 

management‖ is 0.280 (t = 2.177; p = 0.035). 

Following previous studies (e.g. Brownell, 1982; Brownell and Hirst, 1986; 

Dunk, 1989; Brownell and Dunk, 1991; Otley and Pollanen, 2000; Chong and Chong, 

2002; Chong and Eggleton, 2007; and Chong and Johnson, 2007)  the researcher used 

the single overall performance measure. 

10.4.2.3. Goal-Setting Characteristics 

As previously mentioned, two goal-setting characteristics studied are goal specificity 

and goal difficulty. These two characteristics are selected as Locke et al. (1981) and 

Locke and Latham (1990, 2002, 2006) observe that goal specificity and difficulty are 

the most robust goal-related variables having positive impacts on performance. To 

measure goal specificity, three items from Fang et al. (2005) were used. The items 

are: (1) my superior specifically explained what my performance goals are, (2) I have 

very specific performance goals in my job, and (3) I understand the exact level of my 

assigned performance goals. Goal difficulty was measured using a single item: my 

assigned performance goals are difficult to achieve.  
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Respondents were requested to indicate their level of agreement with the 

above items, using a seven-point Likert-type scale ranging from 1 (strongly disagree) 

to 7 (strongly agree).  The results of factor analysis for goal specificity indicate that 

all the three items loaded on a single factor with an eigenvalue value greater than 1 

(eigenvalue = 2.596; total variance explained = 86.536%; minimum factor loading = 

0.896). The Cronbach‘s alpha coefficient is 0.922, indicating that this variable is valid 

and reliable.  The average score for goal specificity is 4.51 (SD = 1.57, min = 1.33, 

max = 7.00), and that for goal difficulty is 4.42 (SD = 1.55, min = 1.00, max = 7.00).  

The summary of descriptive statistics of each variable is shown in table 10.3. 

Table 10.3. The summary of descriptive statistics of each variable  

Variable N Min. Max. Mean Std. 

Deviation 

Reliance on Multiple Performance 

Measures (RMPM) 

50 2.20 7.00 5.05 1.36 

Goal Specificity (GSPEC) 50 1.33 7.00 4.51 1.57 

Goal Difficulty (GDIF) 50 1.00 7.00 4.42 1.56 

Managerial Performance (MP) 50 2.00 7.00 5.40 0.95 

  

10.5. Empirical Results and Discussions 

Recall that this chapter expects the positive effect of RMPM on subordinates‘ 

performance to be contingent on goal specificity and goal difficulty. Table 10.4. 

provides a Pearson correlation analysis. The table shows that RMPM is not associated 

with managerial performance. Further, goal specificity and goal difficulty are not 

significantly associated with either the dependent variable (managerial performance) 

or the independent variable (RMPM). The results provide initial evidence that the 
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effect of RMPM on performance is contingent on goal specificity and goal difficulty 

and that goal specificity and goal difficulty are moderating variables on the 

relationship between RMPM and job performance. Shields and Shields (1998) and 

Hartmann and Moers (1999) defined a moderator variable as a variable which affects 

the relationship between an independent and a dependent variable but does not have 

significant bivariate relationships with the independent and dependent variables. 

However, it affects the relationship between an independent and dependent variable. 

Table 10.4. The results of Pearson correlation analysis 

 RMPM GSPEC GDIF MP 

RMPM 1    

GSPEC 0.158 1   

GDIF 0.168 0.226 1  

MP  0.178 -0.048 -0.033 1 

 

To test the interaction effect of goal specificity and goal difficulty on the 

relationship between RMPM and subordinates‘ job performance, this study employs 

Moderated Regression Analysis (MRA) with the following equation: 

Y = β0 + β1X1 + β2X2 + β3X1 x X2 + ε 

where Y is managerial performance, X1 is RMPM; and X2i is goal specificity or goal 

difficulty. MRA is used because the focus of this study is the moderating effect, 

resulting from MRA. MRA, therefore, is a more appropriate choice and is more 

capable of maintaining the consistency between the hypothesis and the chosen 

method of analysis. A significant coefficient of b3 would support the hypotheses 

indicating that RMPM and goal characteristics jointly affect subordinate managers‘ 

performance (Subramaniam and Mia, 2003). 
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 Table 10.5. presents the results of the moderated regression analysis to test the 

moderating effect of goal specificity on the relationship between RMPM and job 

performance.  The results indicate there is a statistically significant (p = 0.022) two-

way interaction between RMPM and goal specificity affecting managerial 

performance. The table also indicates that the interaction is positive, which means 

that the interaction between RMPM and goal specificity positively affects managerial 

performance. Therefore, the hypothesis which states that the effect of RMPM on 

managerial performance is contingent on goal specificity is supported.  

Table 10.5. The results of Moderated Regression Analysis with goal specificity as 

the moderating variable 

Variables Coefficient Coefficient value p-value 

Constant b0 7.754 0.000 

RMPM b1 -0.535 0.081 

GS b2 -0.692 0.019 

RMPM x GS b3  0.157 0.022 

R
2  

= 14.2%    

F = 2.533;  p = 0.069    

 

  

Table 10.6. presents the results of the moderated regression analysis to test the 

moderating effect of goal difficulty on the relationship between RMPM and 

managerial performance. It shows that there is no significant two-way interaction 

between RMPM and goal difficulty affecting managerial performance. Therefore, 

Ha2, which states that the effect of RMPM on managerial performance is contingent 

on goal difficulty, is not supported by the data. 
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Table 10.6. The results of Moderated Regression Analysis with goal difficulty as 

the moderating variable 

Variables Coefficient Coefficient value p-value 

Constant b0 4.884 0.000 

RMPM b1 0.169 0.549 

GD b2 -0.005 0.983 

RMPM x GD b3 -0.008 0.894 

R
2  

= 3.4%    

F = 5.547;  p = 0.653    

 

The findings will now be discussed within the specific context of the 

organisation from which responses are drawn, based on semi-structured interviews 

with managers. Prior to 2000, the division enjoyed considerable autonomy. However, 

the recent slow-down in growth in its major markets, increased competition, and the 

simultaneous acquisition of a major competitor contributed to a financial crisis and 

necessitated restructuring, with operations being centralised by the parent company 

operating a global ERP system from its European headquarters. One of the effects of 

this restructuring has been a reduction in the number of employees by one-third over 

a six-year period and massive scale plant closures in Europe (with the UK division 

bearing the initial brunt). The parent company has established highly centralised 

planning and control mechanisms, with UK managers having limited influence on 

strategic decision making.  

 In an attempt to increase cash flow, prices were significantly increased 

leading to defection by long-standing customers, and weakening customer relations 

and employee morale in the organisation. There was little reward for employees 

attaining performance measures, little opportunity for promotion, low or nonexistent 
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pay rises or other financial or nonfinancial rewards. In other words, some managers 

saw the appraisal system as inadequate.  

 ―… Yearly appraisal is merely a formality‖ (marketing manager). 

 

―Performance evaluation is inadequate and vague ... at present the appraisal 

system is informal and not enforced … innovation and creativity are not being 

rewarded and encouraged … no rewards for meeting performance targets … 

nothing happen whether they (targets) are achieved or not ‖ (R & D manager). 

 

―I‘m asked to give more effort than others who appear to get more reward 

financially and more credit for what they do … (but I‘m) not being given the 

credit for (my) achievement‖ (production manager). 

 

 ―(The company) had no performance appraisal. No formal appraisal …‖  

(health and safety manager). 

 

Some managers observed that the above situation and the group‘s strong focus 

on seeking to satisfy shareholder needs created dysfunctional behaviour among some 

managers. Those factors led to a situation where managers have little motivation and 

low morale. As a manager stated: 

 ―One of the most striking things I have noticed is that there is a total lack of 

empowerment for managers and employees. Innovation and creativity are not 

being rewarded or encouraged. The company needs a workable performance 

management system that rewards and empowers employees and that will build 

morale  …  At present the appraisal system is informal and not enforced‖ (R 

& D manager) 

 

The organisational context described above may help explain why the results 

show that difficult goals do not interact with RMPM to affect  performance. In this 

organisation it appears that the rewards managers receive are not contingent on their 

performance, and this, together with the generally low levels of motivation referred to 

earlier, leads them to prefer less challenging goals. This is consistent with literature 

on control systems which argues that to motivate managers the performance 
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evaluation system should be implemented based on a performance-reward-linked 

system whereby managers are rewarded based on their accomplishment of 

performance targets. When managers perceive that their rewards are not affected by 

the level of their performance, they are not motivated to accomplish difficult jobs 

(Kominis and Emmanuel, 2007).  

Another possible explanation of why RMPM does not interact with goal 

difficulty to affect performance is because performance targets are seen to be 

unattainable and the level of difficulty is not accepted by managers. If managers 

perceive that goals are unachievable, they will become frustrated and perform poorly. 

With regard to the role of goal acceptance, Latham and Yukl (1975) argue, ―Goals 

that are assigned to a person (e.g. by supervisors) have an effect on behaviour only to 

the degree that they are consciously accepted by the person‖ (p. 824). The importance 

of goal acceptance as an attribute of goal setting which may affect performance is 

also emphasised by Steers and Porter (1974) and Erez and Kanfer (1983).  

The results of the interview indicate that the performance targets are perceived 

to be too difficult, unattainable, and unacceptable by managers within this 

organisation. In addition, some managers perceive that they lack the resources and 

authority to attain the target.  For example, some managers said about their superiors: 

―…. Target fairly well defined, but limited, inadequate resources to achieve 

them … very little control over the most important parameters to achieve 

targets … budget is insufficient‖ (marketing manager). 

 

―The goal is difficult because (I have) a lack of control. Only have controls 

over technical performance … Must also achieve costs which are out of my 

control … I have very little control over achieving targets …‖ (production 

manager). 
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―They (superiors) make our life too difficult … they do not know whether we 

have enough resources to achieve the targets‖ (R and D manager). 

 

Finally, another possible explanation of why RMPM does not interact with 

goal difficulty is that managers lack the intrinsic rewards/motivators such as self-

actualisation, self-determination, empowerment, decision autonomy, status, 

recognition and self-esteem in their job. Whilst these intrinsic motivators 

significantly influence the motivation of middle-level management (Kominis and 

Emmanuel, 2007), it is likely that intrinsic motivation and morale do not exist in this 

organisation. For example, one manager said: 

―…When superiors set goals too high for demoralized managers who are 

fearful of losing their jobs in order to improve performance, the managers are 

not able to respond … ironically, it‘s this situation where demoralized 

managers are least likely to be empowered, leading to a vicious circle of 

declining morale‖. 

10.6. Conclusions 

Previous studies on supervisory evaluative style tend to focus on the 

behavioural effects of reliance on accounting performance measures. This study 

extends the literature by examining whether reliance on multiple performance 

measures (RMPM) which incorporate both financial and nonfinancial measures is 

associated with subordinates‘ job performance, and if so whether the relationship is 

contingent on goal specificity and goal difficulty.  

Based on 50 responses gathered from various functional managers within a single 

organisation, this study finds that RMPM in itself does not affect performance. More 

importantly, this study provides support that the effect of RMPM on performance is 

contingent on goal specificity. However, the results do not provide evidence for the 
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moderating effect of goal difficulty on the relationship between RMPM and 

subordinates‘ managerial performance. Interviews with managers suggest that the 

lack of support for the interaction effects of RMPM and goal difficulty on 

subordinates‘ performance may be influenced by the fact that subordinates (1) do not 

accept the level of the performance target (too difficult), (2) perceive the link between 

performance and rewards as weak, (3) lack the required resources, and (3) lack 

intrinsic motivators, such as self-actualisation, self-determination, feelings of 

increased power, decision autonomy, status, recognition and self-esteem in their job.

 The results therefore partly support goal theory in that goal specificity is seen 

to affect performance, i.e. individuals with more specific goals perform better than 

those with less specific goals. In addition, this study supports the literature on control 

systems (e.g. Merchant and Van der Stede, 2003) which suggests that to form an 

effective control system, and to motivate managers to perform better, a performance 

evaluation system should specify the performance targets and implement a 

performance-reward-linked system.  
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CHAPTER 11: CONCLUSION 

 

11.1. Introduction 

Fairness in relation to pay has a long history. The phrase ―a fair day‘s wages 

for a fair day‘s work‖ was first used by Thomas Attwood in 1839 in presenting the 

Chartists‘ petition to Parliament (Blackburn, 2007). In 1881, Engels published a 

paper on the importance of fairness in pay for employees. The world of business in 

the twenty-first century is a far cry from that of the nineteenth century, but the notion 

of fairness regarding performance evaluation and reward systems is just as relevant 

and is the central theme of this thesis.  

The normative accounting literature on management accounting and control 

systems emphasises the significance of fairness in relation to reward systems (see for 

example, Anthony and Govindarajan, 1995 and Kaplan and Atkinson, 1998). 

Empirical studies have sought to investigate factors affecting the fairness perceptions 

of managers in the context of performance measurement, evaluation, and reward 

systems (PMERS) (e.g. Hopwood, 1972; Otley, 1978: Lau and Sholihin, 2005; Lau 

and Moser, 2008; Hartmann and Slapnicar, 2009). However, as mentioned in chapters 

1 and 6 the results are inconclusive. Other studies (e.g. Lau et al., 2008) have also 

examined the consequences of fairness perceptions in a PMERS context. 

This thesis contributes to this line of enquiry by investigating: (1) the 

antecedents and consequences of fairness of performance evaluation processes 

(procedural fairness) in PMERS; and (2) the behavioural effects of reliance on 

multiple performance measures (RMPM). The two main motivations of the study 
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were, first, the inconclusive findings on the factors affecting procedural fairness and 

the way in which procedural fairness affects managers‘ behaviour and attitudes, such 

as job satisfaction, performance, organisational commitment and goal commitment, 

whether direct or indirect; and, second, the unclear effects on whether and how 

RMPM affects subordinates‘ performance. This chapter provides a discussion of the 

main findings reported in earlier chapters and their wider implications. It also outlines 

the study‘s limitations and offers suggestions for future research. The structure of the 

chapter is based on the research objectives developed in chapter 1.   

11.2. Summary of Findings and Discussions 

As outlined in chapter 1, the objectives of this study are: 

1. To investigate the antecedents of procedural fairness. 

2. To examine the consequences of procedural fairness. 

3. To investigate whether reliance on multiple performance measures affects 

subordinate managers or whether the effect is contingent on goal difficulty 

and goal specificity. 

11.2.1. Objective 1: To investigate the antecedents of procedural fairness 

Under this first objective, five hypotheses are developed and tested using the model 

depicted in figure 6.1, and reproduced in figure 11.1. These hypotheses are: 

Ha1: Participation in target setting is positively associated with procedural 

fairness. 

Ha2: Transparency of the goal-attainment-reward link is positively associated 

with procedural fairness. 
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Ha3: Goal specificity is positively associated with procedural fairness. 

Ha4: The use of financial measures is positively associated with procedural 

fairness. 

Ha5: The use of nonfinancial measures is positively associated with procedural 

fairness. 

Figure 11.1. Antecedents of procedural fairness model 

 

 

 

 

 

 

 

 

 

 

 

 

As presented in chapter 6, using data from private and public sector 
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fairness. This is reinforced by the results of analysis using a structural equation 

modelling approach as presented in chapter 9. Therefore, hypotheses Ha4 and Ha5 

cannot be supported. On the other hand, this thesis found that procedural fairness is 

positively affected by participation in target/goal setting, the transparency of the goal-

attainment-reward link, and goal specificity. Therefore hypotheses Ha1, Ha2, and 

Ha3 are supported.  

The summary of the results of hypothesis testing related to the first objective 

is presented in table 11.1. 

Table11.1. Summary of the results of hypotheses testing 

 

Hypotheses 

Supported? 

Yes (Sig.) No 

Participation in target setting is positively associated 

with procedural fairness 

 

√ (p<0.05) 

 

Transparency of the goal-attainment-reward link is 

positively associated with procedural fairness 

 

√ (p<0.01) 

 

Goal specificity is positively associated with procedural 

fairness 

 

√ (p<0.10) 

 

The use of financial measures is positively associated 

with procedural fairness 

  

√ 

The use of nonfinancial measures is positively 

associated with procedural fairness 

  

√ 

 

These findings are important as they may explain the inconclusive findings of 

previous studies on the association of performance measures with procedural fairness 

(Hopwood, 1972; Otley, 1978; Lau and Sholihin, 2005; Lau and Moser, 2008). The 

findings of this study suggest that it is not the type of performance measure (financial 

versus nonfinancial) which matters in relation to perceived procedural fairness; more 

important are the goal-related factors such as participation in setting measures or 
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targets, the link between goal attainment and rewards, and the specificity of the 

measures (goals). 

This leaves us with the question of how prior studies on the matter should be 

interpreted. For example, Lau and Sholihin (2005) found that both financial and 

nonfinancial measures were associated with fairness. It is possible that in the 

organisations studied by Lau and Sholihin (2005), both financial and nonfinancial 

measures are set participatively; there is transparency of financial and nonfinancial 

goal-attainment-reward links; and the goals for both financial and nonfinancial 

measures are specific. However, since they did not investigate those variables and 

only examined financial and nonfinancial measures, they found that those types of 

measures are positively associated with procedural fairness. Hence it seems that the 

effect of financial and nonfinancial measures on perceived fairness is spurious. 

 Following Hartman and Slapnicar (2009), and moving beyond the simple 

financial/nonfinancial classification to explain variation in procedural fairness, this 

thesis argues that procedural fairness is affected by ―goal-related attributes‖. Using 

the sample of the three private sector organisations, this study indicates that 

procedural fairness, as expected, is affected by participation in target setting, the goal-

attainment-rewards link, and the specificity of the goals. Using data from the police 

force, the salient variable affecting procedural fairness is participation in target 

setting. 

The positive effect of participation on perceived fairness supports the 

procedural fairness rules proposed by Leventhal (1980) and the contention by Lind 

and Tyler (1988) that participative decision making is important in shaping 
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procedural fairness perceptions. In addition, the results are consistent with previous 

studies in organisational justice (see Greenberg and Folger 1983; Bies and Shapiro 

1988; Magner et al. 1992). Ehlen and Welker (1996) offer a possible explanation as 

to why participation affects the perception of fairness: (1) participation serves to 

enhance a perception of the sincerity of the position taken by a decision maker 

(Greenberg and Folger 1983); (2) participation may generate a perception of 

enhanced decision quality (Greenberg and Folger 1983); (3) participation sends a 

message to participants about how they are perceived by others (Lind and Tyler 1988; 

Folger and Konovsky 1989); and (4) people desire control over decision outcomes 

which affect them, and participation is seen as a way to achieve this control (Thibaut 

and Walker 1975). Finally, the results are also consistent with previous management 

accounting studies in the budgeting context, such as Libby (1999), Wentzel (2002), 

and Lau and Tan (2006), who found that participation is positively associated with 

perceived procedural fairness. 

The positive effect of the goal-attainment-reward link on perceived fairness is 

in line with expectancy-valence theory which argues that to have motivational effects, 

rewards should be tied to performance or goal attainment (Porter and Lawler, 1968) 

as this will increase the perceived instrumentality. The results of this study indicate 

that the goal-attainment-reward link also increases perceived procedural fairness. 

This may be because the link implies a transparent rewards system which is 

consistent, unbiased, and accurate, all of which are characteristics of procedural 

fairness (Leventhal, 1980). 
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The positive effect of goal specificity on procedural fairness suggests that 

clear and specific goals meet the consistency and bias-suppression requirements of 

procedural fairness outlined by Leventhal (1980), as a specific goal is less likely to be 

misinterpreted or misunderstood than a vague (―do your best‖) goal across time and 

persons, and be less biased and less subjective. In addition, the existence of specific 

goals indicates that there is a standard to follow which provides opportunity for 

managers to challenge/rebut evaluation, found by Greenberg (1986) to be an 

important determinant of perceived procedural fairness. 

11.2.2. Objective 2: To examine the consequences of procedural fairness 

Under this second objective, 21 hypotheses are developed. They are: 

Ha6: Procedural fairness is positively associated with distributive fairness. 

Ha7: Distributive fairness is positively associated with job satisfaction. 

Ha8: Procedural fairness has an indirect effect on job satisfaction via distributive 

fairness. 

Ha9: Procedural fairness is positively associated with trust in superior. 

Ha10: Trust in superior is positively associated with job satisfaction. 

Ha11: Procedural fairness has an indirect effect on job satisfaction via trust in 

superior. 

Ha12: Procedural fairness is positively associated with organisational commitment. 

Ha13: Organisational commitment is positively associated with job satisfaction. 

Ha14: Procedural fairness has an indirect effect on job satisfaction via organisational 

commitment. 
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Ha15: Trust in superior is positively associated with organisational commitment. 

Ha16: Distributive fairness is positively associated with organisational commitment. 

Ha17: Distributive fairness is positively associated with performance.  

Ha18: Procedural fairness has an indirect effect on performance through distributive 

fairness. 

Ha19: Trust in superior is positively associated with performance. 

Ha20: Procedural fairness has an indirect effect on performance through trust in 

superiors. 

Ha21: Organisational commitment is positively associated with performance. 

Ha22: Procedural fairness has an indirect effect on performance through 

organisational commitment. 

Ha23: Participation in target setting is positively associated with goal commitment. 

Ha24: Procedural fairness is positively associated with goal commitment. 

Ha25: Participation in target setting is positively associated with interpersonal trust. 

Ha26: Trust is positively associated with goal commitment. 

The above hypotheses were examined in chapters 7, 8, and 9. The findings  

support all the hypotheses except hypothesis Ha7 (distributive fairness is positively 

associated with job satisfaction), Ha8 (procedural fairness has an indirect effect on 

job satisfaction via distributive fairness), Ha10 (trust in superior is positively 

associated with job satisfaction), Ha11 (procedural fairness has an indirect effect on 

job satisfaction via trust in superior), Ha17 (distributive fairness is positively 
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associated with performance), Ha18 (procedural fairness has an indirect effect on 

performance through distributive fairness), Ha19 (trust in superior is positively 

associated with performance),  and Ha20 (procedural fairness has an indirect effect on 

performance through trust in superiors). 

The above eight hypotheses are not supported because the effects of 

distributive fairness and trust on job satisfaction and performance, as revealed in 

chapter 7, are indirect via organisational commitment. Hence, the findings of this 

thesis support the importance of organisational commitment in management 

accounting and control system contexts (c.f. Nouri, 1994; Nouri and Parker, 1996; 

Nouri and Parker, 1998; Chong and Eggleton, 2007). 

Figure 11.2. Consequences of procedural fairness  

(The model examined in chapter 7) 
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Chapter 7 sought to examine if and how procedural fairness affects job 

satisfaction and performance. The model is reproduced in figure 11.2. The results 

indicate that procedural fairness affects job satisfaction and performance. However, 

the effects are indirect and fully mediated by distributive fairness, trust, and 

organisational commitment. The results are consistent with that of Lau et al. (2008). 

In addition, the results support the notion that there are two models to explain the 

effect of procedural fairness: the self-interest/instrumental model and the group value 

model (Lind and Tyler, 1998; Brockner and Siegel, 1996). 

Chapter 8 examined an antecedent and consequences of procedural fairness. 

The antecedent examined is participation in target setting and the consequences 

examined are trust and goal commitment. The model is reproduced in figure 11.3. 

Supporting the findings in chapter 6, the results of chapter 8 indicate that: (1) 

procedural fairness is affected by participation in target setting; and (2) procedural 

fairness affects trust and goal commitment and the effect of procedural fairness on 

goal commitment is mediated by trust. 

               Figure 11.3. Antecedent and consequences of procedural fairness 

(The model examined in chapter 8) 
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Chapter 9 also examined an antecedent and consequences of procedural 

fairness in the police force. The model is depicted in figure 11.4. The antecedent 

examined is the use of performance measures (financial and nonfinancial) and the 

consequences examined are trust and organisational commitment. The results show 

that the type of performance measures (financial vs nonfinancial) does not affect 

procedural fairness. This is consistent with the findings in chapter 6. Further, the 

findings on consequences indicate that procedural fairness positively affects trust and 

organisational commitment and that the effect of procedural fairness on 

organisational commitment is mediated by trust. This is consistent with the findings 

reported in chapter 7. 

 Figure 11.4. Antecedents and consequences of procedural fairness 

(The model examined in chapter 9) 
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Table 11.2. Summary of the results of hypothesis testing 

 

Hypotheses 

Supported? 

Yes (Sig.) No 

Procedural fairness is positively associated with 

distributive fairness 

 

√ (p<0.01) 

 

Distributive fairness is positively associated with job 

satisfaction 

 

 
 

√ 

Procedural fairness has indirect effect on job satisfaction 

via distributive fairness 

 

 

 

√ 

Procedural fairness is positively associated with trust in 

superior 
 

√ (p<0.01) 

 

 

Trust in superior is positively associated with job 

satisfaction 

  

√ 

Procedural fairness has indirect effect on job satisfaction 

via trust in superior 

 

 

 

√ 

Procedural fairness is positively associated with 

organisational commitment 

 

√ (p<0.10) 

 

Organisational commitment is positively associated with 

job satisfaction 

 

√ (p<0.01) 

 

Procedural fairness has indirect effect on job satisfaction 

via organisational commitment 

 

√ (p<0.05) 

 

Trust in superior is positively associated with 

organisational commitment 

 

√ (p<0.05) 

 

Distributive fairness is positively associated with 

organisational commitment 

 

√ (p<0.01) 

 

Distributive fairness is positively associated with 

performance 

 

 

 

√ 

Procedural fairness has an indirect effect on 

performance through distributive fairness 

 

 

 

√ 

Trust in superior is positively associated with 

performance 

 

 

 

√ 

Procedural fairness has an indirect effect on 

performance through trust in superiors 

 

 

 

√ 

Organisational commitment is positively associated with 

performance 

  

√ (p<0.01) 

 

Procedural fairness has an indirect effect on 

performance through organisational commitment 

 

√ (p<0.05) 

 

Participation in target setting is positively associated 

with goal commitment 

 

√ (p<0.05) 

 

Procedural fairness is positively associated with goal 

commitment 

 

√ (p<0.05) 

 

Participation in target setting is positively associated 

with interpersonal trust 

 

√ (p<0.05) 

 

Trust is positively associated with goal commitment √ (p<0.05)  
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Chapter 5 reveals that, among the private sector organisations studied, the 

highest perceived procedural fairness is in the UK financial services organisation 

(FSO) (5.16) and the lowest is in the manufacturing organisation (Man_Or) (3.89). 

Table 11.3. provides comparison between the scores of other variables for the two 

organisations.
28

 The table indicates that the UK FSO consistently has higher scores 

for the antecedents and consequences of procedural fairness. This implies that when 

managers are allowed to participate in setting performance targets, there is a 

transparency of the goal-attainment-reward link, and when there is specificity of 

performance goals to be achieved, managers will perceive that the procedures are 

fairer. This in turn will increase perceived distributive fairness, subordinates‘ trust in 

superiors, organisational commitment, job satisfaction, and performance. The table 

supports the main model as depicted in figure 1.1. (See chapter 1). 

Table 11.3 The comparison between organisations with the highest and 

the lowest score of procedural fairness 

Variables Man_Or UK FSO 

Participation in target setting 

(Part) 
4.60 5.43 

Transparency of goal 

attainment reward-link (P-R 

link) 

3.82 5.87 

Goal specificity 4.51 5.51 

Distributive fairness 3.15 4.94 

Interpersonal trust 4.16 4.67 

Organisational commitment 3.93 4.91 

Goal commitment 5.25 5.91 

Job satisfaction 4.02 5.13 

Overall performance 5.40 5.54 

 

                                                 
28

 This section intentionally highlights only the organisations with the lowest and highest scores of 

procedural fairness. The results for the other two organisations can be seen in chapter 5. 
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11.2.3. Objective 3: To investigate whether reliance on multiple performance 

measures affects subordinate managers or whether the effect is 

contingent on goal difficulty and goal specificity. 

Under this third objective, two hypotheses are developed. They are: 

Ha27: The effect of RMPM on performance is contingent on goal specificity. 

Ha28: The effect of RMPM on performance is contingent on goal difficulty. 

 

 

Figure 11.5. The effect of RMPM on performance 

(The model examined in chapter 10) 
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better, a performance evaluation system should specify performance targets and 

implement a performance-reward linked system.  

Table 11.4. Summary of the results of hypothesis testing 

 

Hypotheses 

Supported? 

Yes (Sig.) No 

The effect of RMPM on performance is contingent on 

goal specificity 

 

√ (p<0.05) 

 

The effect of RMPM on performance is contingent on 

goal specificity 

 

 
√ 

 

11.3. Theory Implications 

This thesis mainly draws on organisational justice theory and goal-setting 

theory. With regard to antecedents of procedural fairness, this thesis argues that 

participation in target setting, the goal-attainment-reward link, and goal specificity 

are consistent with the six justice rules proposed by Leventhal (1980). Therefore the 

above three variables are hypothesised to be positively associated with procedural 

fairness. As previously mentioned, the empirical results support the arguments. 

Therefore, the results support the justice theory proposed by Leventhal (1980), which 

offers a valid model for predicting fairness judgment in PMERS. On the other hand, 

contrary to previous studies (e.g. Lau and Sholihin, 2005; Lau and Moser, 2008), this 

thesis did not find positive association between the type of performance measure used 

to evaluate subordinates‘ performance and procedural fairness. The results imply that 

procedural fairness is determined by ―goal-related attributes‖ than by types of 

measure. 
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With regard to the consequences of procedural fairness, this thesis argues that 

the effects of procedural fairness on job satisfaction and performance can be 

explained using two models, as suggested by Brockner and Siegel (1996): the self-

interest model via distributive fairness and the group value model via trust and 

organisational commitment. The results support the majority of the hypotheses. The 

results imply that the self-interest and group value models are useful in explaining the 

effects of procedural fairness, i.e. people prefer fair procedures not merely for 

economic reasons, namely fair distribution (distributive fairness), as explained by the 

self interest model, but also because of emotional or psychological factors, namely 

group identification and affiliation (trust in superior and organisational commitment), 

as explained by the group value model.  

Goal-setting theory is mainly used to frame the study reported in chapter 10. 

The chapter argues that the effect of RMPM on performance is contingent on the 

specificity of the goals contained in the measures and the level of difficulty of the 

measures to be achieved. The findings support the importance of goal specificity as 

contended by goal-setting theory. Goal-setting theory argues that specific goals are 

important because they provide a reference on what to do (Locke and Latham, 1990) 

and reduce the ambiguity about what is to be attained (Locke et al., 1989). Further, 

the existence of pre-specified goals is likely to provide clearer understanding (goal 

clarity) for organisational members and indicate how they will be evaluated. In 

addition, goal specificity and clarity informs employees of their responsibilities and 

performance targets.   In other words, the existence of specific goals will guide 

employees on where they should direct their attention and effort. However, the 
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findings cannot support the effect of goal difficulty on the relationship between 

RMPM and performance. Further investigation using interviews revealed why goal 

difficulty does not work as a moderating variable. The managers perceived that the 

goals were unattainable giving rise to a lack of commitment to their attainment. The 

results reinforced the importance of goal commitment and goal attainability when the 

goal is difficult, as argued by goal-setting theory (Lock and Latham, 1990; 2002). 

The results are also in line with expectancy theory as specific goals may be seen as 

instrumental to achieving higher performance, which gives rise to the expectation that 

the managers will receive reward. 

11.4. Practical Implications 

The results of this study give rise to a number of practical implications. First, 

to increase perceived procedural fairness, the PMERS should be designed in a manner 

that involves employees in setting performance targets, links the rewards with 

performance achievements, and sets specific performance goals. Second, as 

procedural fairness in the PMERS improves it is likely that there will be an associated 

improvement in perceived distributive fairness, trust in superior, and organisational 

commitment, which in turn enhance job satisfaction and performance. These attitudes 

and behavioural outcomes are vitally important for both manager motivation and 

organisation effectiveness. Third, in the design of PMERS, goal commitment is 

enhanced when subordinates are encouraged to participate in setting goals, 

performance evaluation procedures are perceived as fair and the level of interpersonal 

trust is high.  Fourth, based on the finding in chapter 9, the police force should further 
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develop the level of procedural justice in evaluating officers as recommended by the 

Home Office (2004). In this regard, Lind and Tyler (1988, p. 200-201) also suggest: 

―… organizational designers (should) look to procedural justice research for 

effective means to enhance and maintain the quality of work life and the 

internal cohesiveness of organizations. The research … shows that when 

procedures are fair, the organization can expect to see greater employee 

satisfaction, less conflict and more obedience to procedures and decisions. 

These benefits can be realized at very little cost to the organization – in fact, it 

is quite likely that the investment of organizational resources in the 

achievement of procedural justice would produce much greater benefit on 

these dimensions at less cost than would most other changes in organizational 

policy or practice‖ (parentheses added). 

 

Fifth, based on the findings in chapter 10, these results suggest that setting specific 

targets is very important as it will guide managers in what should be achieved. With 

so much attention in the accounting literature devoted to performance measure 

diversity, there is a need to reinforce the importance of goal specificity. As 

management accountants are usually key personnel in the design of performance 

measurement, evaluation and reward systems the findings of this study are 

particularly relevant to accounting.  Sixth, the results presented in chapter 7, 8, and 9 

indicate the importance of trust in the association between procedural fairness and 

commitment (both organisational commitment and goal commitment). In addition, 

the results in chapter 9 reveal that trust mediates the relationship between 

nonfinancial measure use and organisational commitment. These results show the 

importance of trust in organisations, particularly in the PMERS. Therefore, the results 

imply that organisations should enhance subordinates‘ trust in superiors. 



 296 

11.5. Limitations of the Study and Suggestions for Future Research 

This study, like other social scientific research, is not without limitations. 

Firstly, the data analysed and used to answer the research questions and to test 

hypotheses are collected using a questionnaire survey. Since respondents‘ answers to 

the questionnaire survey are based on their perceptions, this may give rise to bias due 

to the lack of objective measures. While the research design sought to mitigate this 

potential bias by (1) including interviews with respondents in which survey responses 

were further discussed, and (2) drawing the sample from a limited number of 

organisations, thereby permitting greater control of the survey process and 

understanding of the organisational contexts, the possibility of some respondent bias 

remains. In addition, since the study uses a cross-sectional survey approach, it 

encounters the limitation concerning the ―causation‖ process. For example, whilst it 

is argued that participation affects fairness, it could be argued that procedural fairness 

may drive participation, i.e. in order to maintain a high perception of procedural 

fairness organisations will allow their employees to participate (see, for example, Lau 

and Lim, 2002). To overcome these limitations, future study could usefully explore 

the same issue using more objective measures, particularly to measure manager 

performance, or by manipulating variables using experimental designs. An attribution 

theory approach could usefully be employed; this theory argues that individuals tend 

to attribute their ―success‖  to internal factors, such as skill and ability, and their 

―failure‖ to external factors, such as task difficulty and other environmental and 

situational factors (Weiner, 1985, 1986). This theory has been used recently by Nouri 

and Kyj (2008) to frame other management accounting issues and by Hartmann and 
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Slapnicar (2009) in the PMERS context. For example, are the results similar between 

managers who received good performance appraisal results versus those who receive 

bad performance appraisal results? 

Secondly, whilst this study employs a combination of quantitative and 

qualitative approaches, the qualitative approach is aimed at understanding the results 

of the quantitative method. Future study could usefully employ a more in-depth 

qualitative research approach to explore the same issues. Thirdly, the finding that the 

use of performance measures in the police force is associated with organisational 

commitment but not with procedural fairness and trust is inconsistent with findings 

by Lau and Sholihin (2005) based on a sample of private sector firms. Further 

research is called for to investigate whether this study‘s finding is peculiar to the 

police service, given its specific occupational culture, or applies equally to other 

public sector organisations.   

The fourth limitation is related to sample selection. As previously mentioned, 

the samples in this study come only from four organisations, one public sector and 

three private sector (manufacturing and financial services organisations). The 

selection of the organisations and also the respondents approached to fill in the 

questionnaire is nonrandom. Therefore, the generalisability of the findings of this 

study is unclear. Future study could examine the same issues using other types of 

organisations. 

Notwithstanding the limitations of the study, this thesis is believed to have 

contributed to our understanding of the antecedents and consequences of procedural 

fairness and the importance of goal specificity in implementing multiple performance 
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measures to evaluate subordinate managers‘ performance. This thesis has contributed 

to the literature by clarifying the antecedents of procedural fairness judgment in the 

context of PMERS. The thesis shows that procedural fairness is not determined by the 

type of measure used to evaluate subordinates‘ performance, but is affected by ―goal-

related attributes‖ (participation in target/goal setting, the transparency of the goal-

attainment-reward link, and goal specificity). In addition, this thesis has contributed 

to the literature by explaining the process by which procedural fairness affects job 

satisfaction and performance, i.e. procedural fairness affects job satisfaction and 

performance indirectly via distributive fairness, trust in superior, and organisational 

commitment. Finally, this thesis has made a research contribution in explaining 

whether the use of multiple measures in evaluating subordinates‘ performance affects 

their performance. The thesis reveals that the effect is contingent on the specificity of 

the measures. 
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APPENDIX A: QUESTIONNAIRE 
 

Performance Measures (Private sector) 

When your superior (your line manager) is evaluating your performance, how 

much importance do you think he or she attaches to the following items? 

Please respond by crossing a number from 1 to 7, based on the following scale, for 

each of the items listed below. If not applicable, please choose NA 

 

   1  Never important 4  Sometimes important 6  Usually important 

   2  Seldom important 5  Often important 7  Always important 

   3  Occasionally important   NA Not Applicable 

Never                                          Always 

important                                   important                    

NA 

Your relations with customers  

(e.g. customer satisfaction,  customer loyalty/retention) 

1 2 3 4 5 6 7  

Your relations with employees  

(e.g. employee satisfaction, employee turnover) 

1 2 3 4 5 6 7  

Your operational performance  

(e.g. productivity, on-time delivery, safety, cycle time) 

1 2 3 4 5 6 7  

Your product and service quality  

(e.g. defect rates, refund/returns, quality awards) 

1 2 3 4 5 6 7  

Your alliances with other organizations  

(e.g. joint marketing, joint research and development) 

1 2 3 4 5 6 7  

Your relations with suppliers  

(e.g. on-time delivery, input into product/process design) 

1 2 3 4 5 6 7  

Your environmental performance  

(e.g.  environmental compliance) 

1 2 3 4 5 6 7  

Your product and service innovations  

(e.g. new product development, product development 

cycle time) 

1 2 3 4 5 6 7  

Your community performance  

(e.g. public image, community development) 

1 2 3 4 5 6 7  

Your financial performance  

(e.g. annual profit, return on assets, return on 

sales) 

1 2 3 4 5 6 7  
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Performance Measures (Public sector) 

When your superior (your line manager) is evaluating your performance, how 

much importance do you think he or she attaches to the following items? 

Please respond by crossing a number from 1 to 7, based on the following scale, for 

each of the items listed below. If not applicable, please choose NA 

 

   1  Never important 4  Sometimes important 6  Usually important 

   2  Seldom important 5  Often important 7  Always important 

   3  Occasionally important   NA Not Applicable 

Never                                          Always 

important                                   important                    

NA 

Your relations with the public  

(e.g. satisfaction,  letters of appreciation, commends) 

1 2 3 4 5 6 7  

Your relations with junior officers  

(e.g. officers' satisfaction, productiveness etc) 

1 2 3 4 5 6 7  

Your operational performance  

(e.g. targets, quality issues, level of work) 

1 2 3 4 5 6 7  

Your work and service quality  

(e.g. sanctioned and non sanctioned detections, crime 

figures etc) 

1 2 3 4 5 6 7  

Your inter-agency relationships  

(e.g. joint initiatives, operations etc) 

1 2 3 4 5 6 7  

Your relations with CPS, the Courts, wider CJS  

(e.g. Charge rates, level of convictions, court processes) 

1 2 3 4 5 6 7  

Your social performance  

(e.g. achievements that result in impact on society) 

1 2 3 4 5 6 7  

Your level of initiatives and operations  

(e.g. proactivity and targeted operational effectiveness) 

1 2 3 4 5 6 7  

Your community performance  

(e.g. public image, community development) 

1 2 3 4 5 6 7  

Your budget management  
(e.g. overtime, forensic and operational spending) 

1 2 3 4 5 6 7  
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Antecedents of procedural fairness 

For each statement below please indicate your level of agreement by crossing a number 

from 1 to 7, based on the following scale, for each of the items listed below. 

   1 Strongly disagree 4 Neither agree nor disagree 6 Agree 

   2 Disagree 5 Slightly agree 7 Strongly agree fair 

   3 Slightly disagree     

       Strongly                                           Strongly 

       disagree                                                 agree 

Participation        

My superior allows me to participate in setting my 

performance goals 

1 2 3 4 5 6 7 

Transparency goal-attainment-reward link        

My rewards are tied to the achievement of the 

performance goals 

1 2 3 4 5 6 7 

Goal specificity        

My superior specifically explained what my 

performance goals are 

1 2 3 4 5 6 7 

I have very specific performance goals in my job 1 2 3 4 5 6 7 

I understand the exact level of my assigned 

performance goals 

1 2 3 4 5 6 7 

 

Procedural Fairness 
The following asks you about the procedures within your organisation.  

Please respond by crossing a number from 1 to 7, based on the following scale, for each of 

the items listed below 

   1 Very unfair 4 Neither fair nor unfair 6 Fair 

   2  Unfair 5 Slightly fair 7 Very fair 

   3 Slightly unfair     

       Very                                                     Very 

       Unfair                                                   Fair                    

How fair are the procedures used to evaluate employee 

performance? 

1 2 3 4 5 6 7 

How fair are the procedures used to determine promotions? 1 2 3 4 5 6 7 

How fair are the procedures used to communicate 

performance feedback? 

1 2 3 4 5 6 7 

How fair are the procedures used to determine pay 

increases? 

1 2 3 4 5 6 7 
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Distributive Fairness 
Please respond by crossing a number from 1 to 7, based on the following scale, for each of 

the items listed below 

   1 Very unfair 4 Neither fair nor unfair 6 Fair 

   2  Unfair 5 Slightly fair 7 Very fair 

   3 Slightly unfair     

       Very                                                     Very 

       Unfair                                                   Fair                    

How fair has your organisation been in rewarding you when 

you consider the amount of effort that you put into your 

work? 

1 2 3 4 5 6 7 

How fair has your organisation been in rewarding you when 

you consider your responsibilities? 

1 2 3 4 5 6 7 

How fair has your organisation been in rewarding you when 

you consider your experience? 

1 2 3 4 5 6 7 

How fair has your organisation been in rewarding you when 

you consider your level of stress and strain in your job? 

1 2 3 4 5 6 7 

How fair has your organisation been in rewarding you when 

you consider your performance? 

1 2 3 4 5 6 7 

 

Trust 
The following questions concern your relationship with your superior (line manager).  

Please respond by crossing a number from 1 to 7, based on the following scale, for each of 

the items listed below. 

 

   1 Not at all 4 To some extent 6 To a quite great extent 

   2 To a very little extent 5 To a great extent 7 To a very great extent 

   3 To a little extent     

       Not                                                 To a very 

       at all                                           great extent 

Does your superior take advantage of opportunities that 

come up to further your interests?  

1 2 3 4 5 6 7 

How free do you feel to discuss with your superior  the 

problems and difficulties you have in your job without  

jeopardising your position or having it ―held against‖ 

you?  

1 2 3 4 5 6 7 

How confident do you feel that your superior keeps you 

fully and frankly informed about things that might 

concern you? 

1 2 3 4 5 6 7 

Line managers at times must make decisions which seem to 

be against the interests of their staff. When this happens to  

you, how much trust do you have that your line manager's 

decision is justified by other considerations? 

1 2 3 4 5 6 7 
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Organisational Commitment 

The following is a set of statements about your attitude to your organisation.  

For each statement below please indicate your level of agreement by crossing a number 

from 1 to 7, based on the following scale, for each of the items listed below. 

   1 Strongly disagree 4 Neither agree nor disagree 6 Agree 

   2 Disagree 5 Slightly agree 7 Strongly agree  

   3 Slightly disagree     

       Strongly                                           Strongly 

       disagree                                                agree 

I am willing to put in a great deal of effort beyond that 

normally expected in order to help this organisation be 

successful. 

1 2 3 4 5 6 7 

I talk up this organization to my friends as a great 

organisation to work for. 

1 2 3 4 5 6 7 

I have found that my values and the organisation's values 

are very similar. 

1 2 3 4 5 6 7 

I would accept almost any type of job assignment in order 

to keep working for this organisation. 

1 2 3 4 5 6 7 

I am proud to tell others that I am part of this organisation. 1 2 3 4 5 6 7 

This organization really inspires the very best in me in the 

way of job performance. 

1 2 3 4 5 6 7 

I am extremely glad that I chose this organization to work 

for over others I was considering at the time I joined. 

1 2 3 4 5 6 7 

For me this is the best of all possible organisations for 

which to work. 

1 2 3 4 5 6 7 

I really care about the fate of this organisation. 1 2 3 4 5 6 7 

 

Goal Commitment 

For each statement below please indicate your level of agreement by crossing a number 

from 1 to 7, based on the following scale, for each of the items listed below. 

   1 Strongly disagree 4 Neither agree nor disagree 6 Agree 

   2 Disagree 5 Slightly agree 7 Strongly agree fair 

   3 Slightly disagree     

       Strongly                                           Strongly 

       disagree                                                 agree 

I think the performance goals are good goals to strive for 1 2 3 4 5 6 7 

I am strongly committed to achieving performance goals  1 2 3 4 5 6 7 

I am willing to put in the great deal of effort into achieving 

the performance goals 

1 2 3 4 5 6 7 
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Job satisfaction 

The following is a set of statements about your attitude to your job.  

For each statement below please indicate your level of agreement by crossing a number 

from 1 to 7, based on the following scale, for each of the items listed below. 

   1 Strongly disagree 4 Neither agree nor disagree 6 Agree 

   2 Disagree 5 Slightly agree 7 Strongly agree  

   3 Slightly disagree     

       Strongly                                           Strongly 

       disagree                                                agree 

If I had to decide all over again, I would still choose the job  

I have now 

1 2 3 4 5 6 7 

If a good friend of mine was interested in working in a job 

like mine 

for my employer, I would recommend it 

1 2 3 4 5 6 7 

This job is my ideal job 1 2 3 4 5 6 7 

I like my job 1 2 3 4 5 6 7 

I am satisfied with my current job 1 2 3 4 5 6 7 

This is just like the job I wanted when I started in this job 1 2 3 4 5 6 7 

 

Managerial performance 

How would you rate your performance on the following items? 

Please respond by crossing a number from 1 to 7, based on the following scale, for 

each of   the items. 

1  Very low 4  Average 6  High 

2  Low 5  Above average 7  Very high 

3  Below average     

 

                                                                        Very low                                                 Very high    

 

Planning for my area of responsibility. 1 2 3 4 5 6 7  

Coordinating my area‘s activities. 1 2 3 4 5 6 7  

Evaluating subordinates‘ activities. 1 2 3 4 5 6 7  

Investigating issues in my area. 1 2 3 4 5 6 7  

Supervising staff. 1 2 3 4 5 6 7  

Obtaining and maintaining suitable staff. 1 2 3 4 5 6 7  

Negotiating. 1 2 3 4 5 6 7  

Representing the interests of my area. 1 2 3 4 5 6 7  

Overall performance. 1 2 3 4 5 6 7  
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APPENDIX B: INTERVIEW PROTOCOL  
 

1. Introduction (explaining the purpose of the study, asking for consent etc.) 

2. Asking the background of the respondents (tenure in organisation, tenure in job, 

number of employees the respondent manages, managerial level and function etc.) 

3. How would you describe your own position (in terms of goals, responsibilities, 

means to achieve the targets)? 

4. Do you understand what goals must be achieved?  

5. What do you understand to be the company's performance measurement system  

for ensuring targets are met (investigating whether there is an integrated system 

(BSC type) or ―only‖ financial and budget measures with some KPIs added) 

6. Could you describe the performance evaluation process within your organisation? 

7. Are you evaluated using financial and non financial criteria?  

8. Do you understand what are the measures and targets used to evaluate your 

performance? (Probing whether the respondents understand long-term & short 

term performance targets) 

9. Are the measures/performance targets specific? 

10. Are they difficult?  

11. Do you think the specificity and the difficulty of goals/target affect your 

performance? Why/why not? 

12. Did you participate in setting the performance targets?  

13. Does participation affect your judgment on fairness? Why/why not? 

14. Do you think the procedures used to evaluate your performance fair? Why and  

why not?(Give examples of the fairness criteria….consistency, free from bias, 

based on accurate information, ability to influence and appeal the outcomes, 

ability to express views and feelings) 

15. Do you think the rewards you received are based on your performance 

achievements? How do you compare to your colleague‘s input (effort) and output 

(rewards)? (Probing….investigate further respondents‘ perception of distributive 

fairness….) 

16. Which one is more important, the PROCESS of evaluation or OUTCOME 

(rewards) you receive? Why? 

17. Could you explain the relationship between you and your supervisor? How 

trustworthy is your supervisor/evaluator in conducting performance evaluation? 

Why? Does your interpersonal trust towards you supervisor affect your attitudes 

and behaviours (satisfaction, commitments, tension, performance etc.)? Why? 

18. How would you describe your job? Are you satisfied? Why and why not? 
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