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a  b  s  t  r  a  c  t

Suitable  and valid  operational  performance  metrics  are  important  means  to translate  an  organization’s
strategy  into  action.  However,  developing  high-quality  operational  metrics  is challenging  because  such
metrics  need  the  right  degree  of  context  specificity  to be meaningful  to  the  managers  and  employees  who
will  use  them.  We  investigated  whether  managers  consider  metrics  that  have been  co-developed  with
operational  employees  to be of higher  quality  and,  in  turn,  whether  they  use  these  metrics  more—and
whether  this  use is  linked  to  greater  employee  job performance.  On  the  basis  of  self-determination
theory, we  investigated  if different  uses  of performance  metrics  have  different  effects.  We surveyed
86  pairs  of  operational  employees  and  their  immediate  managers  in various  jobs  and  industries  and
tested  our  hypotheses  with  structural  equation  modeling.  Results  showed  that  when  employees  were
involved  in  the development  of  performance  metrics,  managers  perceived  the metrics  to  be  of better
quality  and  employed  those  metrics  more  for evaluating  and  rewarding  employees.  Moreover,  we  found
employees’  performance  was  only  higher  when  the  metrics  were  used  for evaluation  purposes.  We  found
no effect  for  using the  metrics  for monetary  compensation  or nonmonetary  rewards.  In  sum,  this  study

demonstrates  that  employee  participation  in  the  development  of  performance  metrics  has  beneficial
effects  on  the  metrics’  quality,  and  shows  that the  subsequent  effect  on  job performance  depends  on
how  these  metrics  are used.  We  discuss  implications  for managers  who  want  to  ensure  that  the  effect  on
employee  job  performance  is  positive  when  they  involve  employees  in  the  development  of  operational
performance  metrics.

© 2016  Elsevier  Ltd. All  rights  reserved.
. Introduction

A critical function of contemporary performance measurement
ystems is the translation of strategies into operational terms
Evans, 2004; Franco-Santos et al., 2007, 2012; Ho et al., 2014;

elnyk et al., 2004). Here, “operational” refers to activities per-
ormed by work-floor employees in line positions, such as operators
nd professionals. These individuals are directly involved in creat-
ng the actual products and/or services of the organization, whether
hey are operators in a factory, on-site construction workers,
Please cite this article in press as: Groen, B.A.C., et al., Employee par
study based on self-determination theory. Manage. Account. Res. (201

octors working with patients, or university professors teaching
lasses.

∗ Corresponding author.
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M.J.F. Wouters), c.p.m.wilderom@utwente.nl (C.P.M. Wilderom).

ttp://dx.doi.org/10.1016/j.mar.2016.10.001
044-5005/© 2016 Elsevier Ltd. All rights reserved.
Our focus on operational employees and their first-line super-
vising managers is a distinguishing feature of this study. The work
of operational employees is often context-specific (McKinnon and
Bruns, 1992), and the peculiarities of the work present challenges to
designing performance metrics that are valid, suitable, and mean-
ingful quantified indicators of strategically relevant work activities
(Hopp et al., 2009; Jordan and Messner, 2012; Lillis, 2002). High-
quality operational performance metrics need to consider key
details of the idiosyncratic aspects of how work is carried out,
such as links between activities, reasonable standards in a particu-
ticipation, performance metrics, and job performance: A survey
6), http://dx.doi.org/10.1016/j.mar.2016.10.001

lar context, resources used for the activities, and ways particular
events are recorded and generate data (Wouters and Roijmans,
2011).1

1 For example, in a case study on developing operational performance metrics,
Groen et al. (2012) describe how one intricacy for designing a meaningful perfor-
mance measure of electricity use in a production department was the exclusion of
the battery charging station for the forklift trucks, because its electricity use could

dx.doi.org/10.1016/j.mar.2016.10.001
dx.doi.org/10.1016/j.mar.2016.10.001
http://www.sciencedirect.com/science/journal/10445005
http://www.elsevier.com/locate/mar
mailto:b.a.c.groen@uva.nl
mailto:marc.wouters@kit.edu
mailto:c.p.m.wilderom@utwente.nl
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Prior research has looked at various approaches companies take
o deal with poor representational qualities of operational per-
ormance metrics. Some firms use metrics in combination with
ubjective performance evaluation (Gibbs et al., 2004), while oth-
rs try to improve their measurement system, for instance by
ntegrating it with other management systems or adding weights
o the metrics (Lillis, 2002). Managers may  adopt flexible ways
f using indicators once they are in place (Jordan and Messner,
012; Jørgensen and Messner, 2010), and combine these with
omplementary information (Hall, 2010). Research has shown
hat performance metrics become more valid and transparent
o managers when these metrics include operational knowledge
Englund and Gerdin, 2015), and the current study assumes that
perational employees know more operational details than their
anagers. Therefore, employee participation in the development

f performance metrics can help in constructing more valid, suit-
ble, and meaningful representations of operational performance.

e investigate whether performance metrics that have been
o-developed with employees are related to employee job perfor-
ance, and whether this relationship is mediated by the quality of

he metrics—as judged by the managers—and by managers’ subse-
uent use of those metrics.

Employee participation—in the broadest sense—is a popular
esearch theme in the field of management accounting (e.g., De
aerdemaker and Bruggeman, 2015; Derfuss, 2009; Jansen, 2015;
ruis and Widener, 2014; Webb et al., 2010). This paper focuses on
mployee participation in the development of performance met-
ics (PM participation), a topic that is increasingly examined in the

anagement accounting literature. Research has shown participa-
ion may  provide various benefits for individuals and organizations
Abernethy and Bouwens, 2005; De Haas and Algera, 2002; Groen
t al., 2012; Hunton and Gibson, 1999; Kleingeld et al., 2004; Li and
ang, 2009; Wouters and Wilderom, 2008). Several studies have
pecifically focused on the performance effects of PM participa-
ion and found it can increase performance, sometimes indirectly
Abernethy and Bouwens, 2005; Groen et al., 2012, 2016; Hunton
nd Gibson, 1999; Kleingeld et al., 2004). However, all of these stud-
es have investigated the relationship between PM participation and
erformance from the perspective of the participating individu-
ls. Thus far, no study has provided insights as to what superiors
hink about such co-developed PMs  and how they could use PMs
o stimulate better employee performance.

This study contributes to the existing literature by investigat-
ng how employee job performance can be improved by involving
perational employees in developing their own performance met-
ics. We  focus on a different level in the organization: operational
mployees and their managers (i.e., first-line supervisors) rather
han managers and the next higher level managers. Moreover, we
ocus on different roles: the reactions of the supervising man-
gers rather than the reactions of participating individuals to
nvolvement in the development of operational performance met-
Please cite this article in press as: Groen, B.A.C., et al., Employee par
study based on self-determination theory. Manage. Account. Res. (201

ics. Investigation of the reactions of the supervising managers is
mportant because eventually management makes decisions about
iving employees the opportunity to participate in developing

ot be influenced by the employees. As another example, a performance measure
or  on-time grading of examinations in a university context could be complicated by

any operational peculiarities that would have to be incorporated in the metrics,
uch  as: What does on-time mean and how can it be measured if, for a given course,
n  individual student’s final grade can only be determined and reported after that
tudent has handed in a final assignment, but the deadline for that assignment has
een set several weeks after students have taken the written examination for that
ourse? What counts as the compliance date—the date on which grades are unoffi-
ially published on-line by the lecturer? Or is it the date on which the lecturer sends
he grades to Dean’s the office, or the date on which that office is able to enter those
rades into the official system?
 PRESS
ting Research xxx (2016) xxx–xxx

performance metrics, and about using the metrics to incentivize
employees. The present research could help managers make bet-
ter decisions in that regard. It investigates operational performance
measurement through a behavioral lens and focuses on participa-
tion, different uses of the metrics, and employee job performance.
Thereby it heeds the call to include behavioral theories in account-
ing research (Merchant et al., 2003), and builds upon recent insights
that the impact of performance metrics depends upon how the met-
rics are used (e.g., Franco-Santos et al., 2012; Marginson et al., 2014;
Van Veen-Dirks, 2010). This paper reports on whether involving
employees in metrics development can increase managers’ percep-
tions of the quality of performance metrics (PM quality), and how
these metrics can be best used to increase employee job perfor-
mance. We  argue that managers should integrate the job-specific
knowledge of operational employees into the performance met-
rics through employee participation. Such participation may  lead
to metrics that more aptly reflect the job performance of opera-
tional employees and, when used by managers in an appropriate
way, may  boost employees’ job performance. We  test three types of
uses of these performance metrics as mediators in the relationship
between PM participation and employee job performance.

Besides the overall contribution outlined above, the model
tested in this study also aims to make two  other contributions. First,
the model focuses on PM participation as an antecedent of the per-
ceived quality of the metrics. We acknowledge that managers could
be concerned that participation may create difficulties (it may, for
example, lead to disagreement and conflict, and may  also con-
sume much time) and that employees might use their knowledge
to construct metrics that are more advantageous to themselves. We
develop a nuanced argument as to why, nevertheless, both employ-
ees and managers may  want to adopt PM participation to improve
the validity of the operational performance metrics and to increase
their sensitivity, precision, and verifiability. Therefore, in our model
these measurement properties are not exogenously given, but are
shaped in the development of the performance metrics. We  test
the theoretical model with survey data from pairs of managers and
their subordinates from various operational types of jobs, organi-
zations, and industries, and in line with the prediction, we find that
PM participation of employees improves measurement properties
as perceived by managers. Also, as expected, we find that managers
make more use of the performance metrics to reward and evaluate
employees when they perceive the metrics to be of better quality.

For the second additional contribution, we investigate conse-
quences of perceived quality of performance metrics in more detail
by examining three types of use of PMs  by managers and, in turn,
their differential effects on job performance. These types of use
concern the importance of PMs  for monetary compensation, non-
monetary rewards, and evaluation purposes. For this, we  draw on
the distinction between tangible rewards and verbal rewards that
is central in research using self-determination theory (Cameron
and Pierce, 1994; Deci et al., 1999a). Tangible rewards are concrete
and explicit incentives that “are frequently offered to people as an
inducement to engage in a behavior in which they might not other-
wise engage” (Deci et al., 2001a, p. 4). We  distinguish two different
types of tangible rewards, and so our model includes the use of PMs
for monetary compensation (such as salary increases or bonuses)
and the use of PMs  for nonmonetary rewards (such as increasing the
chances of promotion). Using PMs  in relation to verbal rewards
means that PMs  are brought up in expressions of appreciation
and provide employees with information that helps them in their
work. We  include in our model the use of PMs for evaluation pur-
poses, which refers to their use in performance evaluations, official
ticipation, performance metrics, and job performance: A survey
6), http://dx.doi.org/10.1016/j.mar.2016.10.001

performance ratings, and periodic discussions. The use of PMs  for
evaluation purposes focuses on substantive discussion about what
has been driving performance and which actions could be taken,
whereby PMs  inform this process: “In the periodic evaluation, the

dx.doi.org/10.1016/j.mar.2016.10.001
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cision of the performance metrics. Employees (who are typically
assumed to be risk-averse) do not want noisy metrics that occa-
sionally attribute windfalls to them but at other times blame them
ARTICLEMARE-602; No. of Pages 16
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roduction manager and the superior discuss the functioning of
he production department and the situation in which the depart-

ent operates with the help of a set of performance measures” (Van
een-Dirks, 2010, p. 142).

We  draw on self-determination theory to develop differential
ypotheses about the performance consequences of the three uses
f PMs. A key theme of self-determination theory is that the use
f performance metrics for incentivizing employees is not with-
ut problems, because providing incentives may  have no or even a
egative effect on performance (Ashton, 1990; Bonner et al., 2000;
onner and Sprinkle, 2002; Fessler, 2003; Kunz and Linder, 2012;
unz and Pfaff, 2002; Speklé and Verbeeten, 2013; Wong-On-Wing
t al., 2010). Our study is unique in investigating the potentially off-
etting performance effects of using metrics toward three different
urposes: for monetary compensation, for nonmonetary rewards,
nd for evaluation. Prior studies on the relationship between incen-
ives and performance typically studied very specific and often
xperimental situations. In contrast, this study focuses on a broad
ample of employees. In line with the hypotheses, we  find that
M participation by operational employees has positive job per-
ormance effects if the resulting high-quality performance metrics
re used for evaluation purposes. We  find no relationship with
mployee job performance if the performance metrics are used
or monetary compensation or nonmonetary rewards, which chal-
enges the almost universal belief in the positive effects of creating
ncentives based on using performance metrics.

. Theory and hypotheses

This study investigates how involving operational employees in
eveloping performance metrics can lead to better employee job
erformance. It specifically looks at how PM participation improves
anagers’ perceived quality of operational performance metrics

nd how, in turn, managers use such metrics in various ways with
he aim of elevating employee job performance. Fig. 1 summarizes
he study’s model and includes definitions of the constructs. This
ection introduces the model and explains how it draws on self-
etermination theory.

.1. PM participation, PM quality, and use of PMs

We  investigate managers’ perceptions of the quality of oper-
tional performance metrics (PM quality) after employees have
articipated in developing them. Performance metrics are quantita-
ive expressions of how the operational employees have conducted
heir tasks. Examples are client satisfaction, process efficiency,
imeliness, and quality of work completed. PM quality concerns

easurement properties of the operational performance metrics
nd we define it as the extent to which managers find the perfor-
ance metrics to be sensitive to the actions of their employees,

recise in measuring relevant aspects of their employees’ perfor-
ance, and verifiable (see Fig. 1 for definitions of all the constructs).
e define the construct “employee participation in developing per-

ormance metrics,” or PM participation, as the extent of influence
mployees feel they have had on the design of the performance
etrics they are measured by. PM participation encompasses the

mployees’ influence on the development of all aspects of per-
ormance metrics during all the phases: design, implementation,
nd maintenance of the metrics (Bourne et al., 2000; Kennerley
nd Neely, 2003; Neely et al., 1997, 2002). PM participation goes
ar beyond the setting of targets: employees may  influence many
Please cite this article in press as: Groen, B.A.C., et al., Employee par
study based on self-determination theory. Manage. Account. Res. (201

esign factors, including the conceptualization of the metrics,
dentifying required data, adapting IT systems, designing graphs
nd tables, and even producing the periodic performance reports
Groen et al., 2012). PM participation is distinct from the interactive
 PRESS
ting Research xxx (2016) xxx–xxx 3

use of existing performance measurement systems, which has been
regularly investigated in the literature (e.g., Bisbe and Otley, 2004;
Henri, 2006; Koufteros et al., 2014; Widener, 2007). The interactive
use of performance metrics refers to how managers and employees
use existing PMs  in their communication (Ferreira and Otley, 2009),
whereas PM participation is about how managers and employees
work together to design and implement a new or modified PMs.

PM participation involves information sharing between subor-
dinates and superiors (Shields and Shields, 1998). Employees are
assumed to have better knowledge about operational practices
and processes than their managers (Kim et al., 2014), and during
the PM participation process, employees may communicate some
of this job-specific information and incorporate it into the met-
rics (Chow et al., 1988; Merchant, 1981; Nouri and Parker, 1998;
Shields and Shields, 1998; Wouters and Roijmans, 2011). How-
ever, as not all PM participation initiatives are successful (Kruis and
Widener, 2014), some managers may  be reluctant to try to improve
the performance metrics by involving employees in the metrics’
development. They could be concerned that participation could be
time-consuming and that it may  lead to disagreement and con-
flict (Poon et al., 2001). Alternatively, in line with the traditional
economics-based view, they may  be afraid employees would use
such an opportunity to influence the development of new perfor-
mance metrics in a direction that only benefits them. Managers
might fear that the performance metrics will be useful and insight-
ful only for the employees, but make the performance of employees
less transparent for managers, or even favorably biased. Exam-
ples of such reasoning can be found in the budgeting literature, in
which budgetary participation is traditionally seen as an important
antecedent of budgetary slack. De Baerdemaker and Bruggeman
(2015) provide a recent overview this literature.

Several counterarguments suggest that managers do not have to
be overly concerned about employee participation. First, the degree
to which operational employees may  affect the shape and con-
tent of the performance metrics is limited. Maintaining congruence
between the performance metrics and the organizational strategy
remains the task of management, and managers can preserve this
congruence by setting boundaries as part of the PM participation
process. For example, they might define the strategic priorities the
performance metrics should reflect (Groen et al., 2012) or take part
in the development process to ensure the co-developed perfor-
mance metrics align with the organization’s strategy. Moreover,
managers also have private information, and employees do not
know exactly what managers know and do not know. This lack of
knowledge limits how much information employees can keep pri-
vate and use to their advantage (cf., the economic models of Baiman
and Evans, 1983; Christensen, 1982; Penno, 1984).

More fundamentally, we  propose that employees have lim-
ited interests in abusing PM participation, since good measurement
properties may  also be beneficial for the employees themselves
(Jordan and Messner, 2012).2 Employees need sensitive per-
formance metrics because they want their work efforts to be
recognized and therefore reflected in these metrics, especially
when they are performing well. Hence, we argue that employees
benefit from sensitive metrics in that they may prefer performance
metrics that recognize good performance and that do not disclose
bad performance. A similar argument can be made for the pre-
ticipation, performance metrics, and job performance: A survey
6), http://dx.doi.org/10.1016/j.mar.2016.10.001

2 Jordan and Messner (2012) investigated managers’ reactions to the quality of
performance metrics used by top management to assess the managers’ performance.
Nonmanagerial employees are likely to have similar reactions to the ways in which
their performance is being measured.

dx.doi.org/10.1016/j.mar.2016.10.001
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Construct short name Construct definition
PM participation

PM qualit y

Use of PMsa

Use of PMs for monetary compensation

Use of PMs for non monetary rewards

Use of PMs for evaluation purposes

Employee  job  performance

The extent of influence  employee s feel they have had on the design of the 
performance  metrics they are mea sured by 
The extent to which managers find the performance  metrics to be sensiti ve to 
the ac tions of their employee s, precise in measuring relevant aspects of their 
employees’ performance , and verifiable 
The extent to which managers find it  impo rtant to use the metrics for monetary 
compensation , nonmonetary rewards, and evaluation purposes 
The extent to which managers find the performance  metrics to be important for 
giving their employee s salary increa ses, bonuses, or extras 
The extent to which managers find the performance  metrics to be important for 
increa sing their employees' chance of promoti on or authority wit hin the 
organization 
The extent to which managers find the performance  metrics to be important in 
performance  evaluations, off icial performance ratings, and period ic 
discuss ions 
The extent to which employees meet their job requirements acc ording to their 
manager 

a Use of PMs is a second-order construct

H1 H2

Use of PMs for 
monetary 

comp ensati on

Employee  job 
performance

Use of PMs for 
evaluation 
purposes

Use of PMs for 
non monetary 

rewards

PM q uali ty

Use of PMsa

0

+

+ +

H3

H4

H5

0

PM participation
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Fig. 1. Hypothetical mo

or bad performance they could not prevent. Employees also find
erifiability or transparency to be a desirable property, as they will
e unlikely to want their performance to be assessed with met-
ics containing questionable, untrustworthy data that cannot be
hecked (Englund and Gerdin, 2014; Jordan and Messner, 2012).

Furthermore, employees are generally more honest in partic-
pation situations than would be expected on the basis of agency
heory (Brown et al., 2009; De Baerdemaker and Bruggeman, 2015).
lso, employees’ preferences for fairness may  reduce the risk of
etting inferior metrics out of a participation process. First, the
articipation process in itself increases employees’ perceived fair-
ess (Derfuss, 2009; Lau and Tan, 2005, 2006; Thibaut and Walker,
975; Wentzel, 2002), making employees less likely to game the
ystem because people tend to respond in a reciprocal way (Fehr
nd Falk, 2002; Fehr and Gächter, 2000; Langevin and Mendoza,
013; Williamson, 2008). Second, since employees perceive high-
uality performance metrics to be fairer (e.g., Burney et al., 2009;
angevin and Mendoza, 2013), their preferences for having a fair
valuation system in place will likely lead them to develop better
uality performance metrics—also in the eyes of their managers. In
ther words, we argue that employees prefer to be involved in the
evelopment of performance metrics to improve the measurement
roperties rather than risk the imposition of metrics that poorly
eflect the operational characteristics of their work. If employees
o not participate, managers could use performance metrics that
ave inferior measurement properties, with low sensitivity to the
mployees’ improvement efforts, high noise, and a basis in inap-
Please cite this article in press as: Groen, B.A.C., et al., Employee par
study based on self-determination theory. Manage. Account. Res. (201

ropriate data.
The preceding reasoning suggests that both employees and

anagers may  benefit from better performance metrics, and the
uality of performance metrics is therefore likely to increase when
d construct definitions.

they develop the metrics together. If the resulting performance
metrics are indeed of higher quality, the information from these
metrics will be more valuable, and managers are more likely to use
the metrics for various purposes, such as rewarding and evaluating
employees (Banker and Datar, 1989; Feltham and Xie, 1994; Gibbs
et al., 2009; Holmström, 1979; Van Veen-Dirks, 2010). We  define
use of PMs as the extent to which managers find it important to
use the metrics for monetary compensation, nonmonetary rewards,
and evaluation purposes. Use of PMs is a second-order construct that
is reflected by three first-order constructs (see Fig. 1): use of PMs
for monetary compensation is the extent to which managers find
the performance metrics to be important for giving their employ-
ees salary increases, bonuses, or extras; use of PMs  for nonmonetary
rewards is the extent to which managers find the performance met-
rics to be important for increasing their employees’ chances of
promotion or authority within the organization; and use of PMs  for
evaluation purposes is the extent to which managers find the per-
formance metrics important in performance evaluations, official
performance ratings, and periodic discussions.

In sum we expect:
H1. Managers are more positive about the performance metrics’

quality when employees have had more influence in their design.
H2. Managers make more use of the performance metrics when

they find the performance metrics to be of good quality.

2.2. Self-determination theory and effects of distinct uses of PMs
ticipation, performance metrics, and job performance: A survey
6), http://dx.doi.org/10.1016/j.mar.2016.10.001

The idea that incentives should have a positive effect on
employee job performance has long dominated the literature
(Jenkins et al., 1998; Stajkovic and Luthans, 1997, 2003). Agency
theory presumes that employees’ self-interest differs somewhat

dx.doi.org/10.1016/j.mar.2016.10.001
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The needs for relatedness and for competence are relevant in
relation to use of PMs for evaluation purposes. The need for relat-
edness is satisfied through the social interaction that takes place

3 From the beginning, there has been much debate around self-determination the-
ory, especially between the research groups of Deci, on the one hand, and Cameron,
on  the other hand. Both groups include mostly the same studies in their samples
for their meta-analyses and, thus, most results are basically the same, at least at the
level  of verbal versus tangible rewards, which is relevant for our study. Compare,
for example, Fig. 2 in Eisenberger and Cameron (1996) with Figs. 1 and 2 in Deci
et  al. (1999a). However, Deci’s group emphasizes the detrimental effect of extrinsic
rewards on autonomous motivation and eventually performance (Deci et al., 1999a,
1999b, 2001a, 2001b), whereas Cameron’s group mainly emphasizes the situations
in  which extrinsic rewards have positive effects on (either autonomous or con-
trolled) motivation and hence performance (Cameron, 2001; Cameron et al., 2001;
Cameron and Pierce, 1994; Eisenberger and Cameron, 1996). Many of these seeming
differences originate from focusing on different measurements of autonomous moti-
vation. For example, the research group of Deci accentuates those results that are
based on measurement of autonomous motivation using “free choice” which means
observing research participants’ time spent spontaneously on the experimental task
after the experiment has “officially” ended. Yet, Cameron’s group highlights results
that are based on measurement of autonomous motivation using self-reported task
interest. This focus on different measurements appears to be the main source of
divergence in the overall conclusions that both groups underscore.

4 Eisenberger et al. (1999) argue that also the need for autonomy may be fulfilled
by  tangible rewards. Their arguments rely on the notion of “locus of control,” which
they see as a manifestation of autonomy. However, we agree with Deci et al. (1999b)
that autonomy does not regard “locus of control” but “locus of causality.” Locus of
ARTICLEMARE-602; No. of Pages 16
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rom the interest of the organization, and that control problems
rise because actions are not observable and employees have pri-
ate information. Therefore, managers should use performance
etrics—imperfect surrogates of behavior—and incentives to make

ure their employees work in a way that contributes to the over-
ll organizational objectives (Jensen and Meckling, 1992). In line
ith expectancy theory, agency theory also suggests that people
ant to perform better if they expect to receive a reward for good

erformance, because better performance will then benefit them
ersonally (Bonner and Sprinkle, 2002). Moreover, incentives may
erve as screening mechanisms that can help attract more able
mployees, because individuals with higher skill levels are more
ikely to choose compensation contracts with higher performance
ncentives. Sprinkle’s review includes a section of this stream of
esearch (Sprinkle, 2003, pp. 292–293). Many studies have found
upport for the assumption that the use of incentives has a positive
elationship with employee performance (e.g., Banker et al., 2000;
azear, 2000; Presslee et al., 2013; Shearer, 2004). We  do not dis-
uss these arguments in detail as the contribution of our study lies
lsewhere.

At the same time, many studies find no or a negative relation-
hip between the use of incentives and employee performance
e.g., Bonner et al., 2000; Bonner and Sprinkle, 2002; Fessler, 2003;
olmås et al., 2010; Speklé and Verbeeten, 2014). We adopt a recent
iew of human motivation offered by self-determination theory,
hich is becoming increasingly popular also in the management

ccounting literature (Christ et al., 2012; De Baerdemaeker and
ruggeman, 2015; Kunz, 2015; Kunz and Linder, 2012; Kunz and
faff, 2002; Stone et al., 2010; Wong-On-Wing et al., 2010). The the-
ry recognizes that employees’ self-interest does not necessarily
iffer from the interest of the organization, because individu-
ls seek to fulfill also their personal (often nonmonetary) needs,
uch as autonomy or recognition for their competence, and thus
ocus more on intrinsic rewards (Hall, 1996, 2004; Segers et al.,
008).

Self-determination theory sees employee motivation as a con-
inuum from autonomous motivation to controlled motivation
Ryan and Deci, 2000). Under autonomous motivation, people feel
hey have the choice to do something and behave in ways to sat-
sfy their personal needs, whereas under controlled motivation
hey feel they are being pressured to act to satisfy an external
emand (Gagné and Deci, 2005; Ryan and Deci, 2000). Employees
ho have interesting tasks will already be autonomously moti-

ated to do the tasks that are expected of them, which would
reclude the need for incentives to stimulate them to perform well
Prendergast, 2008). Worse, giving extrinsic rewards may  reduce
utonomous motivation: when managers reward the completion of

 certain task, they signal that the employees’ current involvement
nd competence are inadequate or that the task should be seen
s unattractive, because otherwise no extrinsic reward would be
ecessary (Bénabou and Tirole, 2003; Frey and Jegen, 2001). Most
robably, employees’ motivation will shift along the continuum

rom the autonomous motivation for the required task to controlled
otivation (Bénabou and Tirole, 2003; Deci et al., 1999a; Kunz and

inder, 2012). This “crowding out” of autonomous motivation is
angerous, because in the long run controlled motivation is less
owerful than autonomous motivation: once controlled motivation
as gone up at the expense of autonomous motivation, this shift can
ardly be undone (Bénabou and Tirole, 2003; Gneezy et al., 2011).
hus, the use of incentives can decrease performance (Bénabou and
irole, 2003; Deci et al., 1999a; Falk and Kosfeld, 2006; Frey, 1994;
rey and Jegen, 2001; James, 2005; Lourenç o, 2016; Prendergast,
Please cite this article in press as: Groen, B.A.C., et al., Employee par
study based on self-determination theory. Manage. Account. Res. (201

008; Wong-On-Wing et al., 2010).
To understand how various ways of using performance met-

ics may  have differing effects on autonomous motivation and
ventually employee performance, we must dive a bit deeper into
 PRESS
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self-determination theory.3 The theory views autonomous moti-
vation as a result of three innate psychological needs: the need
for autonomy, relatedness, and competence (Deci and Ryan, 2000;
Ryan and Deci, 2000). The need for autonomy is relevant to the use of
PMs for monetary compensation and the use of PMs  for nonmonetary
rewards. People feel less autonomous when they perceive incen-
tives as oppressing and controlling—as is typically the case with
monetary or nonmonetary rewards that are contingent on quanti-
tatively measured performance (Deci et al., 1999a; Fehr and Falk,
2002; Frey and Jegen, 2001). An example is cash bonuses based on
meet or beat targets, or promotion only if one is ranked #1 among
all sales managers on the basis of quarterly sales growth. Hence, use
of PMs for monetary compensation as well as use of PMs  for nonmone-
tary rewards may  impede the satisfaction of the need for autonomy
(Drake et al., 2007), thus decreasing the existing autonomous moti-
vation of employees (Christ et al., 2012) and lowering their job
performance. We  distinguish monetary compensation from non-
monetary rewards—although both are expected to have basically
the same effects—because nonmonetary rewards are often less con-
crete and less explicitly anticipated, which implies their harmful
effect on autonomous motivation may  be smaller (Gneezy et al.,
2011). Meta-analyses have found mostly an overall negative effect
of tangible rewards on autonomous motivation for interesting tasks
(Deci et al., 1999a, 2001a; Cameron et al., 2001; Cameron and Pierce,
1994; Eisenberger and Cameron, 1996).

The need for competence is also relevant to the use of PMs  for
monetary compensation and the use of PMs for nonmonetary rewards.
Using performance measures in these ways provides information
to employees about how well they do relative to others and rel-
ative to targets, and receiving such information may  help satisfy
the need for competence and hence increase autonomous moti-
vation (Cameron et al., 2005; Deci et al., 1999a). Cameron et al.’s
(2001) meta-analysis has found some evidence for such a positive
relation between tangible rewards and autonomous motivation,
for example, for rewards offered for exceeding others (i.e., relative
performance evaluation) and for uninteresting tasks.4
ticipation, performance metrics, and job performance: A survey
6), http://dx.doi.org/10.1016/j.mar.2016.10.001

causality is “the degree to which people experience their behavior to be volitional
and freely chosen rather than coerced or seduced by desired outcomes” (Deci et al.,
1999b; p. 693), which is similar to autonomy. Conversely, locus of control concerns
the  informational aspect of rewards, and hence should be seen as a prerequisite for
the fulfillment of the need for competence rather than for autonomy.

dx.doi.org/10.1016/j.mar.2016.10.001
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uring the evaluation (Kunz and Linder, 2012). The satisfaction of
he need for relatedness is likely to increase the employee’s exist-
ng autonomous motivation, and, in turn, raise the employee’s job
erformance. The need for competence is satisfied during the sub-
tantive discussion and evaluation of performance, because in such
iscussions performance metrics are seen as informational (Deci
t al., 1999a; Fehr and Falk, 2002; Frey and Jegen, 2001). In turn,
atisfaction of the need for competence is likely to boost employees’
utonomous motivation, and consequently may raise employ-
es’ job performance. Correspondingly, meta-analyses show that
utonomous motivation increases when verbal rewards are used
Deci et al., 1999a; Eisenberger and Cameron, 1996). By verbal
ewards they mean mainly positive feedback (Deci et al., 1999a),
hich has similarities with the operationalization of our PMs  for

valuation purposes, although the evaluations themselves may  not
ecessarily be positive or favorable. Meta-analyses have found an
verall positive effect of verbal rewards on autonomous motiva-
ion (Deci et al., 1999a, 2001a; Cameron et al., 2001; Cameron and
ierce, 1994; Eisenberger and Cameron, 1996).

The studies included in meta-analyses were all experiments,
ainly in educational settings. It is unclear whether we  should

xpect similar findings in the average daily work life as is under
nvestigation in the current study, in particular because in daily life
here is likely a high diversity of how interesting tasks are and, thus,
ow much initial autonomous motivation will be present. Rewards
ay  be positive for non-interesting tasks (Cameron et al., 2001),
hich is consistent with the classical agency theory argument. All

n all, it seems safe to expect that in certain circumstances, extrin-
ic rewards may  have positive effects on employee job performance
nd in other circumstances the effect may  be negative. Hence, we
ormulate null hypotheses for the effects of use of PMs  for monetary
ompensation and use of PMs  for nonmonetary rewards on employee
ob performance (H3 and H4). The literature is less divided about the
xpected effects of using performance metrics for evaluation pur-
oses. Such use is expected to maintain or increase autonomous
otivation and consequently employee job performance (H5).

H30. There is no effect on job performance of employees when
anagers use the performance metrics for giving monetary com-

ensation.
H40. There is no effect on job performance of employees when

anagers use the performance metrics for giving nonmonetary
ewards.

H5. The job performance of employees is higher when managers
se the performance metrics for evaluation purposes.

Overall, H1–H5 point toward the expectation that PM participa-
ion leads to better employee job performance if the performance

etrics are used for evaluation purposes, whereas there is no clear
xpectation with regard to job performance effects of their use for
onetary compensation or nonmonetary rewards. Therefore, we

lso hypothesize:
H60. No indirect relationship exists between PM participation

nd employee job performance via PM quality and use of PMs for
onetary compensation.

H70. No indirect relationship exists between PM participation
nd employee job performance via PM quality and use of PMs non-
onetary rewards.

H8. A positive indirect relationship exists between PM partici-
ation and employee job performance via PM quality and use of PMs
onmonetary rewards.

. Method
Please cite this article in press as: Groen, B.A.C., et al., Employee par
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Because publicly available archival data for testing the hypothe-
es are not available, we collected our own data, using a survey
ethod and following the framework of Van der Stede et al. (2005)
 PRESS
ting Research xxx (2016) xxx–xxx

for assessing the quality of survey research. This framework divides
the requirements for survey research into five categories. First,
researchers should have a specific research objective in mind to
guide their study. As we  reported in Section 1, our objective here
is to discern whether metrics that have been co-developed with
operational employees are considered to be of higher quality and,
in turn, are used more by managers and whether this use is linked
to higher employee job performance. Second, researchers should
define their population and be clear about their sample to be able
to know what inferences can be drawn from the study (see Sec-
tion 3.1). Third, researchers should consider the survey questions
and other research method issues necessary to judge the internal
validity of the study (see Section 3.2). Fourth, the collected data
should be accurate. Thus we  describe the followed practical proce-
dures when gathering the data (in Section 3.1) and report how we
checked for possible problems in the dataset (in Section 3.3). And
fifth, researchers should report how they ensured these require-
ments were met. The section below presents in detail the methods
used.

3.1. Data collection and respondents

We  tested our hypotheses with a survey among pairs of
operational employees and their supervisory managers in the
Netherlands. Respondent pairs had to meet three criteria: (1) the
employees had to carry out operational activities of their organiza-
tion; (2) the employees must have worked in their current functions
for at least one year; and (3) the organization must have perfor-
mance metrics for employees’ performance. As these criteria make
distinguishing the target population from the general population
difficult if not impossible, we were precluded from using a ran-
dom sampling technique to develop a sampling frame. A solution to
this obstacle is to use respondent-driven (or “snowball”) sampling,
which involves asking each potential respondent for contact details
of other people who meet the criteria. When the population is “hid-
den,” respondent-driven sampling leads to samples that are just as
good, and often even better, than those resulting from random sam-
pling methods (Salganik and Heckathorn, 2004). Numerous studies
have used this sampling method for that reason (e.g., Dalton et al.,
2014; Lander et al., 2013; Neu et al., 2014; Raschke et al., 2014).
Although some scholars suspected the sample from such a method
would be dependent upon the starting point of the search, Salganik
and Heckathorn (2004) substantiated that a respondent-driven
sample is asymptotically unbiased, independent of one’s starting
point. Furthermore, Derfuss’ (2009) meta-analytic study confirmed
that the results of studies with random versus non-random samples
are comparable.

We began our search for respondents by contacting people from
our own  network, including an alumni association and a consulting
firm that sent our request to all of their contacts, mainly by email.
Additionally, we collaborated with two professional associations by
organizing two seminars on developing useful performance met-
rics. All seminar participants had completed a survey in advance to
make the seminar more relevant for their own situations. Respon-
dents were further recruited after we published papers in three
Dutch professional journals describing how to develop perfor-
mance metrics jointly with operational employees. In these articles
we recommended that readers complete a survey if they wanted to
know whether this approach was  relevant to them. We  promised
participants a free copy of the research report with their personal
scores and the averages of other organizations for comparison with
their scores. Finally, we  promised all respondents an invitation to a
ticipation, performance metrics, and job performance: A survey
6), http://dx.doi.org/10.1016/j.mar.2016.10.001

seminar during which they could exchange their experiences with
performance measurement, and in which they would receive rec-
ommendations based on the results of earlier research about the
co-development of operational performance metrics.

dx.doi.org/10.1016/j.mar.2016.10.001
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Table  1
Respondent characteristics.

Characteristic Employees Managers

Gender 73% male
27% female

88% male
12% female

Education 38% low-level high
school
35% high-level high
school/BSc
27% MSc  or higher

21% low-level high
school
49% high-level high
school/BSc
30% MSc  or higher

Age  Mean = 39 (SD = 9.7) Mean = 45 (SD = 6.8)

Departmental tenure Mean = 6.2 (SD = 6.2) Mean = 7.8 (SD = 6.2)

Span of control N/A Mean = 35 (SD = 52)

Size  of the organization
(# staff)

Mean = 5706
(SD = 23,748)
min  7, max  150,000

Same as for employees,
as manager- employee
pairs belong to the
same organization

Job type of the 30% operator
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three first-order constructs: use of PMs  for monetary compensation,
nonmonetary rewards, and evaluation purposes.6 This second-order
structure is a natural representation of the use of PMs  since the

5 One of the other factors contained the four negatively formulated (recoded)
precision items from the original scale. The fact they loaded on a separate factor is
surprising since they should measure the same as the two other precision items.
Apparently their format rather than their contents makes them load on a different
factor. Therefore, these items were deleted. The other deleted factor consisted of
employee 43% service employee
27% professional

To find suitable pairs of respondents comprising an employee
nd his or her manager, we used the following procedure. Employ-
es who agreed to participate completed the online survey and
rovided us with their manager’s contact details. Managers who
greed to respond to the survey provided us with the contact
etails of employees who met  the pre-specified criteria. After one
mployee (randomly chosen by us) completed the survey, we con-
acted the manager again to complete an online survey. The name
f the employee who completed the employee survey was  provided
o the manager, to make sure the manager would explicitly fill in
he questionnaire for the performance of that particular employee.

e  made clear to all survey respondents that their answers would
e kept strictly confidential. Hence, the employees and managers
eceived only a feedback report of their personal results and no
eport of the results of the other half of their pair.

The survey was completed by 86 pairs of respondents. At first,
1 employees and 74 managers indicated they met  the inclusion
riteria and wanted to complete the rest of the survey, potentially
iving us 95 pairs. All 21 employees completed the survey but only
5 of their managers. For 74 managers who wanted to take part in
he survey, all of their randomly selected subordinate employees
ompleted the survey, and subsequently 71 of the 74 managers
ompleted their particular part. Thus, in total, we received data
rom 15 + 71 = 86 complete pairs (89%). Table 1 gives an overview
f the respondents’ characteristics.

.2. Survey instrument

We  pretested a pilot version of the survey among 17 employees
ho did not participate in the final survey but had characteristics

imilar to those of the employees in the population (Anderson and
erbing, 1991). Three pretest methods were used simultaneously.
irst, Anderson and Gerbing’s (1991) item-sort task was  executed
o determine how well the items measured the constructs. Second,
ak et al.’s (2008) three-step test-interview method was used to
nd out more about the respondents’ actual response behavior. Par-

icipants were asked to complete the survey and, at the same time,
ay aloud what they were thinking. Third, Cronbach’s alphas of the
cales were calculated and principal component analyses were per-
ormed. These three pretest methods provided triangulated data
Please cite this article in press as: Groen, B.A.C., et al., Employee par
study based on self-determination theory. Manage. Account. Res. (201

hat helped shorten the survey and suggested the metrics were
alid.

The final survey items measure the constructs shown in
ppendix A. Respondents rated all items on a seven-point fully
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anchored Likert scale: (1) totally disagree, (2) disagree, (3) mod-
erately disagree, (4) neutral, (5) moderately agree, (6) agree, (7)
totally agree. All the items were in Dutch. Employees completed
the survey questions regarding PM participation, whereas man-
agers completed the questions regarding PM quality,  use of PMs, and
employee job performance. The use of respondent pairs increased
the construct validity of our variables, because each variable was
measured at the relevant person. Furthermore, the design reduced
potential common source bias. Additionally, we  followed conven-
tional guidelines to reduce common method bias (Podsakoff et al.,
2003). First, each survey page started with a brief introduction and
contained only the items belonging to one construct—an approach
that improves the quality of the data because it helps respondents
better understand the items (Frantom et al., 2002). The constructs
were also measured in an order that differed from that of the model.
Confidentiality of the answers was emphasized, and the scale items
had been carefully constructed and pretested. Moreover, we con-
trolled for common method bias statistically by adding a latent
common method variable to the model (Podsakoff et al., 2003).

PM participation is measured with five items (shown in
Appendix A) that tapped the degree of influence employees feel
they had on the design of the performance metrics in use to measure
their performance (Abernethy and Bouwens, 2005). Cronbach’s
alpha is 0.94. We allowed for covariance of the error terms of two
items (“I have/had influence on ongoing modifications to the design
of the performance metrics” and “I have/had influence on the main-
tenance of the performance metrics”) because, especially in the
Dutch language, these two items are very similar in that they both
deal with adjusting the performance metrics when they are already
in use.

PM quality is assessed with items that measure the extent to
which managers find the performance metrics sensitive to the
actions of their employees, how precise the performance metrics
are in measuring relevant aspects of their employees’ performance,
and whether they are verifiable (Moers, 2006). The pretest helped
us add and delete items from the original scale to make the scale
relevant for operational employees. More items were included in
the pretest than were intended for the final analyses because which
items of the original scale were valid was  unclear. The properties of
these items were analyzed before testing the hypotheses to ensure
no false positives were created by “cherry-picking” items. A vari-
max  rotated principal component analysis of the final data yielded
three factors. The core of our PM quality operationalization consists
of one of these factors, which with a mixture of precision, sensitiv-
ity, and verifiability items best reflects the definition of PM quality.5

These items were all part of the original scale. Cronbach’s alpha is
0.72. Several robustness checks were carried out to see whether the
results would have been similar if the deleted items were added to
the analyses. The path coefficients and their significance levels did
not change when the other items or complete factors were added,
but the model fit was reduced.

Use of PMs is a second-order construct that is reflected by
ticipation, performance metrics, and job performance: A survey
6), http://dx.doi.org/10.1016/j.mar.2016.10.001

three items that capture making more of an effort in the employee’s job leads to
better performance on the performance metrics. These items deal with employee
input, while performance metrics should deal with employee output.

6 A graphical representation of the structural model, including this second-order
construct and its underlying first-order constructs, is given in Appendix B.

dx.doi.org/10.1016/j.mar.2016.10.001
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ing on the structural model (Kline, 2011). The first step consisted
of a confirmatory factor analysis to estimate the fit of the mea-
surement model. That is, all items in the measurement model were
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hree types of use tend to go hand in hand (as, for example, when
omeone gets a raise because of a promotion, or when the same
etrics are used for both evaluation purposes and determination

f rewards (Grafton et al., 2010)). Also, incorporating this second-
rder structure avoids multicollinearity problems (Koufteros et al.,
009). Any commonality in variance is captured in the second-order
onstruct use of PMs, and the three specific types of use only reflect
heir unique variance.7 These three first-order constructs are mea-
ured by three subscales on the use of performance metrics and
re all collected from the managers (Moers, 2006). The first two
re measured with two items and the third with three items. Orig-
nally, the use of PMs  for evaluation purposes scale consisted of four
tems. We excluded the fourth item (“I attach very high importance
o the performance indicators in periodic performance reports”)
ecause its factor loading was below 0.40, and the pretest showed
hat respondents perceived this item as a measure for PM quality.
he Cronbach’s alpha is 0.84 for use of PMs  for monetary compensa-
ion, 0.88 for use of PMs  for nonmonetary rewards, and 0.89 for use
f PMs  for evaluation purposes.

Employee job performance was measured with the well-known
cale for in-role job performance originally developed by Williams
see Williams and Anderson, 1991) and later revised and abbrevi-
ted by Podsakoff and MacKenzie (1989). It measures the extent
o which managers perceive employees as meeting their job
equirements. It considers job performance in general, from the
erspective of the manager. This scale is relevant in this study
ecause increasing the extent to which employees meet their job
equirements is precisely the behavior that performance metrics
sually would need to stimulate (Williams and Anderson, 1991).
urther, the scale correlates highly with objective measures of
erformance (Burney et al., 2009). Using objective measures of
erformance per se would have been problematic, because the

arge diversity in jobs would make the measures incomparable. The
road applicability of the scale allows comparison of employee per-
ormance in various jobs and industries. Cronbach’s alpha is 0.91.

The control variables used in this study are gender, educational
evel, age, departmental tenure and job type of the employee, size
f the organization and the department, length of time the perfor-
ance metrics have been implemented, information asymmetry,

nd delegation. Demographic variables are included because pre-
ious studies (e.g., Ali and Davies, 2003) have shown they may
xplain differences in employee job performance and conceivably
xplain variance in, for instance, PM participation, which makes
hem potentially confounding. Length of time the performance

etrics had been in use was included as a potential confound-
ng variable because it may  be related to PM participation (if the
Ms have been in place for a longer time employee influence is

ess likely), use of PMs  (PMs in place for a longer time are more
ikely to be institutionalized and thus used by the managers),
nd perhaps also employee job performance (if the PMs  have been
here for a longer time, employees may  have gotten used to the

easures and will therefore better know how to perform well in
heir jobs). Employees self-reported their gender, age, educational
evel, departmental tenure, length of time the performance metrics
ad been implemented, information asymmetry, and delegation.
he manager provided the size of both the organization and the
epartment. A job-type dummy  was coded by the researchers: the
Please cite this article in press as: Groen, B.A.C., et al., Employee par
study based on self-determination theory. Manage. Account. Res. (201

ames of the organizations involved in the study were mentioned
n respondents’ email addresses, which afforded the possibility to
etermine what industry they were active in. The organizations

7 Using a second-order model with structural equation modeling is similar to
sing residuals obtained from regressing each use of PMs  on the other two (cf.
ansen and Van der Stede, 2004; p. 429)) and has the additional advantage that

he whole model is estimated at once.
 PRESS
ting Research xxx (2016) xxx–xxx

were coded as “manufacturing,” “mass service,” or “professional
service.” Because this study focused on operational employees only,
these codes also indicate whether the employee was an operator,
service employee, or professional.

Information asymmetry is the amount of employees’ specific
knowledge compared to that of their manager. This variable is
included because the involvement of employees in the devel-
opment of better performance metrics is only relevant if the
employees have particular knowledge that complements what
their managers know. It is measured with Dunk’s (1993) scale,
which employees completed. Cronbach’s alpha is 0.93.

Delegation (of decision rights) is included because—together
with PM quality and use of PMs—it is traditionally seen as one of
the three primary components of organizational design that are
supposed to be mutually complementary (Ortega, 2009; Widener
et al., 2008). Furthermore, the organizational behavior literature
proposes that delegation is related to employee job performance
since it is a form of autonomy that increases autonomous motiva-
tion and therefore eventually employee job performance (Deci and
Ryan, 2000). Delegation is defined as giving employees the freedom
and right to decide and act on their own (Mills and Ungson, 2003).
Employees completed the scale of Thomas and Tymon (1993). We
deleted one item (“I make my  own  choices without being told by
management”) because this item severely reduced the model fit
and was  already problematic in the pretest.8

3.3. Statistical analyses

The data were analyzed with structural equation modeling,
using maximum likelihood estimation with AMOS 18. Structural
equation modeling was chosen over a series of regression analyses
because it allows for simultaneous analyses of multiple and inter-
related relationships of latent variables. That is, all relationships
in the model, as well as the measurement model, are estimated
at once. We  used covariance-based structural equation modeling
because the goal is to test formal hypotheses on the basis of a the-
ory (Anderson and Gerbing, 1988; Peng and Lai, 2012), and a recent
comprehensive series of Monte Carlo simulations showed that,
compared to variance-based, covariance-based structural equa-
tion modeling is more accurate for smaller samples, thanks to
its compensation for measurement error (Goodhue et al., 2012).9

Most assumptions of covariance-based structural equation mod-
eling were met: the data showed no collinearity and no outliers
(p < 0.001), and were univariately normal. One assumption that was
not completely met  was that of multivariate normality. As we found
multivariate kurtosis, we used bootstrapping to ensure that this
did not influence the results (Kline, 2011, p. 177).10 We  did not
experience any estimation problems.

We followed the two-step approach of Anderson and Gerbing
(1988), which makes determining the source of poor fit relatively
straightforward. Moreover, it enables the detection of interpre-
tational confounding (Burt, 1976), which means the empirical
definitions of the constructs (i.e., factor loadings) change depend-
ticipation, performance metrics, and job performance: A survey
6), http://dx.doi.org/10.1016/j.mar.2016.10.001

8 In hindsight, we  think the Dutch version of this item could easily be misread
as: “although the management gives me no freedom in my work, I will create this
freedom myself.” What we meant to assess was that management gives employees
the freedom to make autonomous choices, that is, without consulting their manager.

9 Our sample consisted of 86 respondent pairs, whereas with four latent con-
structs and 21 indicators, a sample size of 116 or more is recommended (Westland,
2010).

10 Whenever we used bootstrapping, we used 1999 bootstrap samples and bias-
corrected confidence intervals set to 95%.

dx.doi.org/10.1016/j.mar.2016.10.001
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nly allowed to load on their intended factor, and the factors were
llowed to freely correlate with each other.

Once the measurement model was adequate, the structural
odel was analyzed. We  began with a model containing only

he hypothesized relationships, hence without control variables.
his exclusion opened the way to assessing the model fit of our
ypothetical model and comparing it to the measurement model.
urthermore, this exclusion ensured that the results are not driven
y the inclusion of control variables. A graphical overview of the
omplete structural model appears in Appendix B. The control vari-
bles were added to the analyses in a second model. Subsequently,
o increase the fit of the model including control variables, a third

odel was analyzed that includes only those control variables that
ad a statistically significant relationship with one of the key vari-
bles in Model 2 (job type and employee age with PM quality,
mployee education with use of PMs, and employee gender with
mployee job performance). Model 3 served as the basis for analyz-
ng whether common method bias may  still have played a role. For
his purpose, a latent common method variable was added to the
ourth model, which was  estimated based on each first item of the
cales PM quality,  use of PMs  for monetary compensation,  use of PMs
or nonmonetary rewards, use of PMs  for evaluation purposes, and
mployee job performance (Podsakoff et al., 2003).

Finally, to test for H6–H8, we analyzed whether PM quality
nd the three uses of performance metrics are indeed media-
ors in the relationship between PM participation and employee
ob performance. We  assess mediation using maximum likelihood
ootstrapping, because this approach allows detection of opposite
ediating effects in small samples (Shrout and Bolger, 2002). We

stimated the indirect effects of PM participation on employee job
erformance, via (1) PM quality and use of PMs  for monetary compen-
ation,  (2) PM quality and use of PMs  for nonmonetary rewards, and
3) PM quality and use of PMs  for evaluation purposes, respectively.

e  followed this approach for all four models.11

Moreover, a fully saturated model was run, in that direct effects
ere included between PM participation and employee job per-

ormance, between PM quality and employee job performance, and
etween PM participation and use of PMs. Such an analysis can reveal
orrelated omitted variables. If no correlated omitted variables are
resent, the three added direct relationships should be zero, since
ll variance should be explained by their mediators. In other words,
f any of these relationships were significant in the fully saturated

odel, the analyses would suffer from omitted-variable bias.
We assessed model fit with several indices. First, we used chi-

quare and assessed the robustness of the chi-square model fit,
sing the Bollen-Stine bootstrap with 1999 bootstrap samples.
ince the chi-square test of fit is sensitive to sample size, we
lso used other fit indices to check the model fit (Bentler, 1990).
chreiber et al. (2006) recommend CFI, TLI, and RMSEA for one-
ime analyses, where no comparisons of non-nested models are

ade. CFI and TLI are sufficient if they are around 0.95 or higher,
nd RMSEA should be around 0.08 or lower (Hu and Bentler, 1999).

. Results

Table 2 shows the descriptive statistics of the survey items
Please cite this article in press as: Groen, B.A.C., et al., Employee par
study based on self-determination theory. Manage. Account. Res. (201

nd the factor loadings of the measurement model. The confirma-
ory factor analysis shows that the measurement model fits very
ell (�2 = 209, df = 179, p = 0.06, Bollen-Stine p = 0.60; CFI = 0.97;

11 To be able to perform the bootstraps necessary for estimating the indirect effects
nd  their significance levels, missing variables were replaced by their means. The
odel fit indices and significance levels of the estimated model are similar to the

nes of Table 4.
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TLI = 0.97; RMSEA = 0.05). Table 3 displays the correlations between
all constructs, including the control variables.12

The model fit of the structural model is also very good (�2 = 207,
df = 180, p = 0.09, Bollen-Stine p = 0.64; TLI = 0.97; CFI = 0.98;
RMSEA = 0.04). Fig. 2 and Model 1 of Table 4 show the standard-
ized regression weight estimates for the hypothesized relations.13

The model provides strong to moderate support for H1, H2, and
H5, that is, statistically significant relations are found. The null
hypotheses of H3 and H4 could not be rejected, which means no
significant relations are found. The significance levels are the same
after doing a maximum likelihood bootstrap with 1999 samples
(non-tabulated), except for the relationship between use of PMs  for
monetary compensation and employee job performance (H3), where
its two-tailed significance is <0.05. Model 1 of Table 5 shows the
unstandardized indirect effects to test H6–H8. Significant relations
are found for H6 and H8, which rejects the null hypothesis of H6
and provides support for H8.

The results of adding all control variables are given in Model 2 of
Tables 4 and 5. This model provides support for H1, H2, H5, and H8.
Model 3 of Tables 4 and 5 is a simplified version of Model 2, which
excludes all control variables and relationships that did not turn out
to be significant in Model 2. Significant relations are found for H1,
H2, H5, H6, and H8, which provides support for H1, H2, H5 and H8,
and rejects the null hypothesis of H6. As mentioned earlier, we also
statistically checked for common method bias. Model 4 of Tables 4
and 5 show the results of these analyses. The results again support
H1, H2, H5, and H8. Furthermore, a fully saturated model was run
for all models of Table 4 and none of the added direct effects was
significant. All other relationships remained the same.

To summarize the above results, all four models support H1
(PM participation–PM quality), H2 (PM quality–Use of PMs), H5 (Use
of PMs for evaluation purposes–Employee job performance), and H8
(the indirect effect between PM participation and employee job per-
formance via PM quality and using the PMs  for evaluation purposes).
The null hypothesis of H6 (the negative indirect effect between PM
participation and Employee job performance via PM quality and Use
of PMs for monetary compensation)  is rejected by Models 1 and 3,
but not by Models 2 and 4. The null hypotheses of H3 (Use of PMs
for monetary compensation −Employee job performance) and of the
relationships with Use of PMs for nonmonetary rewards (H4 and H7)
could not be rejected.

To check for robustness of the results, we also ran all analyses
with other specifications of the model: (1) we used other specifi-
cations of the PM quality construct by also including the deleted
items, and (2) we  analyzed the models in which the second-order
construct use of PMs was  replaced by only the first-order con-
structs (hence PM quality was  directly connected with use of PMs
for monetary compensation,  use of PMs for nonmonetary rewards,
and use of PMs for evaluation purposes). The robustness checks all
showed similar results. The measurement model of the latter model
shows that—despite the finding that monetary compensation is
relatively little used in Dutch firms (Jansen et al., 2009)—each of
the variables has enough variance: for use of PMs  for monetary
compensation SD2 = 2.16 (p < 0.001), for use of PMs  for nonmone-
tary rewards SD2 = 2.56 (p < 0.001), and for use of PMs  for evaluation
purposes SD2 = 0.82 (p < 0.001). Furthermore, the model shows high
correlations between the different types of use: for use of PMs  for
ticipation, performance metrics, and job performance: A survey
6), http://dx.doi.org/10.1016/j.mar.2016.10.001

monetary compensation–use of PMs for nonmonetary rewards r = 0.64
(p < 0.001), for use of PMs  for monetary compensation–use of PMs
for evaluation purposes r = 0.71 (p < 0.001), and for use of PMs  for

12 These estimates differ less than 0.01 from the estimates of the model without
control variables, and have the same significant levels.

13 The factor loadings of the items are the same as in the measurement model
(Table 1).

dx.doi.org/10.1016/j.mar.2016.10.001
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Table 2
Descriptive statistics and factor loadings of the measurement model.

Constructs and key words
of underlying items

� N M SD Min  Max Standardized
factor loadingsa

Unstandardized
factor loadingsa

R2

PM participation 0.94
1. Metrics’ design 86 3.48 1.97 1 7 0.90 1.00*** 0.80
2.  Choice of data 86 3.58 1.86 1 7 0.88 0.93*** 0.77
3.  Ongoing modificationsb 86 3.42 1.79 1 7 0.81 0.81*** 0.65
4.  Implementation 86 3.20 1.70 1 7 0.91 0.88*** 0.83
5.  Maintenanceb 86 3.45 1.76 1 7 0.84 1.00*** 0.70

PM  quality 0.72
6. Precision 86 4.48 1.55 1 7 0.46 1.64*** 0.21
7.  Accuracy 86 4.53 1.35 1 7 0.86 1.32*** 0.74
8.  Sensitivity 86 5.22 1.26 1 7 0.75 0.97*** 0.56
9.  Verifiability 86 5.10 1.28 1 7 0.54 0.83*** 0.29

Use  of PMs  0.79
Use of PMs  for monetary compensation 0.84 0.82 1.00*** 0.67

10.  Salary increases 86 4.74 1.63 1 7 0.91 1.00*** 0.84
11.  Bonuses 86 4.84 1.84 1 7 0.80 0.99*** 0.65

Use  of PMs  for nonmonetary rewards 0.88 0.69 0.90*** 0.48
12.  Promotion 86 4.70 1.70 1 7 0.94 1.00*** 0.87
13.  Increase authority 86 4.80 1.61 1 7 0.84 0.86*** 0.71

Use  of PMs  for evaluation purposes 0.89 0.88 0.65*** 0.77
14.  Performance evaluation 86 5.28 1.06 1 7 0.85 1.00*** 0.73
15.  Official performance rating 86 5.37 1.21 1 7 0.96 1.29*** 0.93
16.  Periodic discussions 86 5.10 1.11 1 7 0.74 0.90*** 0.55

Employee job performance 0.91
17. Essential duties 86 6.03 0.99 2 7 0.75 1.00*** 0.57
18.  Required responsibilities 86 5.72 1.10 2 7 0.88 1.31*** 0.78
19.  Formal requirements 86 5.49 1.12 2 7 0.83 1.25*** 0.68
20.  Job description 86 5.50 1.00 2 7 0.85 1.15*** 0.73
21.  Obligatory aspects 86 5.35 1.17 2 7 0.78 1.23*** 0.61

***p < 0.001 (two-tailed).
a Only the estimated factor loadings are shown in the table. The loadings of the measures on all other constructs (than the one the measure is posited to indicate) are set

to  zero.
b The error terms of these two items were allowed to co-vary: r = 0.400***.

Table 3
Construct variances (in parentheses on the diagonal axis) and correlations.

Item 1 2 3 4 5 6 7 8 9 10 11 12 13 14

1 PM participation (3.09)***

2 PM quality 0.25* (0.51)**

3 Use of PMs  0.22* 0.72*** (1.33)***

4 Employee job performance 0.04 0.17 0.16 (0.54)***

5 Gendera 0.03 0.12 0.14 0.29** (0.20)***

6 Educationb −0.12 0.03 0.24* 0.24** 0.13 (2.62)***

7 Age 0.05 −0.20 −0.19 −0.07 −0.16 −0.16 (93.0)***

8 Departmental tenure 0.04 −0.06 −0.14 −0.01 −0.19* −0.17 0.30*** (37.7)***

9 Ln size organization 0.01 −0.07 −0.04 −0.08 −0.08 0.18 0.14 0.17 (3.69)***

10 Ln size department 0.07 −0.03 0.08 0.14 0.05 0.09 −0.04 0.34*** 0.15 (1.19)***

11 Job typec −0.18 0.23* 0.29** 0.25** 0.24** 0.43*** −0.15 −0.10 0.01 −0.11 (0.57)***

12 Length of implementation −0.11 −0.12 −0.18 −0.07 −0.24** −0.01 0.30*** 0.51*** −0.05 −0.02 0.02 (14.9)***

13 Information asymmetry −0.08 0.03 0.03 0.12 −0.17 0.41*** 0.19 0.08 0.29** 0.11 0.05 0.01 (1.76)***

14 Delegation 0.15 0.01 0.04 0.16 −0.01 0.09 −0.04 0.05 0.26** −0.05 0.06 −0.06 0.32** (0.46)***

*p < 0.10 (two-tailed).
**p < 0.05 (two-tailed).
***p < 0.01 (two-tailed).
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a 1 = male; 2 = female.
b 1 = lower vocational; 2 = intermediate general; 3 = intermediate vocational; 4 = h
c 1 = operator; 2 = service employee; 3 = professional.

onmonetary rewards–use of PMs  for evaluation purposes r = 0.59
p < 0.001). These results correspond to our assumption that the
hree types of use usually go hand in hand with each other. We
llowed the error terms of the three latent variables to co-vary in
he structural model, so that only their unique variance is used
o predict employee job performance. The structural model shows

 strong relationship between PM quality and all three ways of
Please cite this article in press as: Groen, B.A.C., et al., Employee par
study based on self-determination theory. Manage. Account. Res. (201

sing the performance metrics:  ̌ = 0.57 (p < 0.01) for the relation-
hip with use of PMs  for monetary compensation,   ̌ = 0.44 (p < 0.01)
or the relationship with use of PMs  for nonmonetary rewards, and
vel high school; 5 = BSc; 6 = MSc  or higher.

 ̌ = 0.67 (p < 0.01) for the relationship with use of PMs  for evalua-
tion purposes (the betas are similar for different specifications of
the model).

5. Discussion
ticipation, performance metrics, and job performance: A survey
6), http://dx.doi.org/10.1016/j.mar.2016.10.001

The development of suitable and valid operational performance
metrics is challenging because the metrics need to include enough
context-specific idiosyncrasies to be meaningful to the employees
and managers who  use the metrics. The main goal of this research

dx.doi.org/10.1016/j.mar.2016.10.001
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* p < 0. 10
** p < 0. 05
*** p < 0.01

.26** .72***
PM participation

Use o f PMs for 
monetary 

compensation

Employee job 
performance

Use o f PMs for 
evaluation 
purpo ses

Use o f PMs for 
nonmonetary 

rewards

PM quality

–.29

.36**

.06

Use of PMs 

Fig. 2. Standardized solutions for the structural model (Model 1 of Table 4). For easy reference, the measurement model, which was also part of the analyses, is not shown
in  this figure but in Appendix B.

Table 4
Standardized coefficients and model fit of the structural model, with various specifications of control variables.

Hypothesis Independent variable Dependent variable Model 1 Model 2 Model 3 Model 4

1 (+) PM participation PM quality 0.26** 0.34*** 0.32*** 0.32***

2 (+) PM quality Use of PMs  0.72*** 0.72*** 0.71*** 0.70***

3 (0) Use of PMs  for monetary compensation Employee job performance −0.29 −0.23 −0.20 −0.19
4  (0) Use of PMs  for nonmonetary rewards Employee job performance 0.06 0.00 0.02 0.01
5  (+) Use of PMs  for evaluation purposes Employee job performance 0.36** 0.26* 0.28* 0.27*

Control Job typea PM quality 0.33* 0.27* 0.27*

Control Age employee PM quality −0.23* −0.19 −0.18
Control Education employeeb Use of PMs  0.26* 0.18* 0.18*

Control Gender employee Employee job performance 0.23* 0.25* 0.25*

Model fit indices
�2 207 918 295 289
df  180 654 256 251
p  0.09 0.00 0.05 0.05
CFI  0.98 0.87 0.97 0.97
TLI  0.97 0.83 0.96 0.96
RMSEA 0.04 0.07 0.04 0.04

Significant control variables included? No Yes Yes Yes
Other (non-significant) control variables included? No Yes No No
Latent common method variable included? No No No Yes

*p < 0.10 (one-tailed for H1, H2, H5, two-tailed for H3, H4, Control).
**p < 0.05 (one-tailed for H1, H2, H5, two-tailed for H3, H4, Control).
***p < 0.01 (one-tailed for H1, H2, H5, two-tailed for H3, H4, Control).
N  = 86.
a1 = operator; 2 = service employee; 3 = professional.
b1 = lower vocational; 2 = intermediate general; 3 = intermediate vocational; 4 = high-level high school; 5 = BSc; 6 = MSc  or higher.
c1 = male; 2 = female.

Table 5
Unstandardized indirect effects with various specifications of control variables.

Hyp. Path Model 1a Model 2 Model 3 Model 4

H6 PM participation, PM quality, Use of PMs, Use of PMs for monetary compensation, Employee job performance −0.018* −0.019 −0.015* −0.014
H7  PM participation, PM quality, Use of PMs, Use of PMs for nonmonetary rewards, Employee job performance 0.003 0.000 0.001 0.001
H8  PM participation, PM quality, Use of PMs, Use of PMs for evaluation purposes, Employee job performance 0.024** 0.026* 0.024** 0.023**

Significant control variables included? No Yes Yes Yes
Other (non-significant) control variables included? No Yes No No
Latent common method variable included? No No No Yes

*p < 0.10 (one-tailed for H8, two-tailed for H6, H7).
**p < 0.05 (one-tailed for H8, two-tailed for H6, H7).
***p < 0.01 (one-tailed for H8, two-tailed for H6, H7).

a The specifications of Model 1–4 are the same as in Table 4, with the following exceptions: to be able to estimate the indirect effects and their significance levels, in Models
2,  3 and 4 the 4 missing values for education were replaced by its mean and in Model 2 the 6 missing values for Ln Size of department and Ln Size of organization were
additionally replaced by their means. Replacement is necessary because no missing values are allowed when using bootstrapping.

dx.doi.org/10.1016/j.mar.2016.10.001


 ING Model
Y

1 ccoun

i
h
t
j
m
u
t
e
e
m
P

i
t
p
o
o
r
m
t
s
p
a
n
e
m
G
s
i
o
m

a
r
e
f
t
t
B
p
i
s
a
e
i
c
(
f
e
t
m
o
c
a

f
M
m
f
i
B
2
2
e
h
r

ARTICLEMARE-602; No. of Pages 16

2 B.A.C. Groen et al. / Management A

s to find out how managers can ensure that PM participation will
ave positive effects on employee job performance. We  investigate
he mediating mechanism between PM participation and employee
ob performance, and specifically look at variables from a manage-

ent point of view—that is, PM quality as rated by the manager and
se of PIs for different incentive purposes. The analyses show a statis-
ically significant positive indirect effect from PM participation to
mployee job performance if the performance metrics are used for
valuation purposes. Use of PMs  for monetary compensation or non-
onetary rewards do not seem to mediate the relationship between

M participation and employee job performance.
As the overall contribution, these findings on the indirect effects

ndicate that organizations might benefit from including opera-
ional employees in the development of performance metrics. In
ractical terms, the results advise managers to improve the quality
f the performance metrics by involving employees in their devel-
pment. Another piece of advice that emerges from the overall
esults is that managers should use these co-developed perfor-

ance metrics for evaluative discussions about performance with
heir employees. With the help of such a set of performance mea-
ures, the manager and the employee could discuss the employee’s
erformance, any problems the employee needs to address, favor-
ble unexpected events, actions taken, improvement ideas for the
ext period, and so forth. The results did not show an effect on
mployee job performance of using the co-developed performance
etrics for monetary compensation or nonmonetary rewards.
iven the diverse findings of earlier research on the use of extrin-

ic rewards, managers are advised to first investigate what type of
ncentives work best for their operational employees within their
rganization, before using the performance measures as a basis for
onetary compensation or nonmonetary rewards.

As a first additional contribution, the finding that managers
re more positive about the quality of the performance met-
ics if employees have been involved in the design process (H1)
xpands what we know about how to develop valid and meaning-
ul operational performance metrics. This research demonstrates
hat employee participation in developing these metrics is impor-
ant to improving the metrics’ quality in the eyes of the managers.
ecause including the knowledge of operational employees in the
erformance metrics is shown to be valuable, future research could

nvestigate under what conditions managers are willing to start and
ustain a PM participation process.  This research could consider
spects such as the training of employees for such participation
fforts, constraints and direction for the participation process, facil-
tation with focused methods, and the role of consultants and
ompany specialists in areas such as accounting IT. Groen et al.
2012), for example, describe how a PM participation process was
acilitated in a nuanced way. The process facilitator did not rely on
xpertise to “hand down” metrics, but helped employees develop
heir own ideas on new performance metrics and to make improve-

ent initiatives work. The facilitator asked countless questions and
ffered follow-ups, built prototypes of proposed metrics, asked for
ontinual feedback and resolutions, brought fresh ideas to the table,
nd constructively challenged employees’ ideas.

Future research could also look at how to best reduce the
ear that employees will abuse the process of co-development.

oreover, future research could determine other aspects that
ay  improve performance measurement properties. Although not

ramed in this way, this study’s results are consistent with stud-
es using the concept of enabling formalization (e.g., Adler and
orys, 1996; Ahrens and Chapman, 2004; Chapman and Kihn,
009; Englund and Gerdin, 2014; Mahama and Cheng, 2013; Patel,
Please cite this article in press as: Groen, B.A.C., et al., Employee par
study based on self-determination theory. Manage. Account. Res. (201

011; Tessier and Otley, 2012). Performance measurement may  be
nabling for both employees and managers, because even if they
ave diverging interests, both may  benefit from performance met-
ics that have good measurement properties. Future research could
 PRESS
ting Research xxx (2016) xxx–xxx

therefore also investigate the effects of participation and metrics
not only on employees being evaluated but also on the performance
of managers in their roles as evaluators.

The second additional contribution of the study relates to the
investigation of the differential effects of using the performance
metrics for several purposes on employee job performance as pre-
dicted by self-determination theory. We  differentiated between
use of PMs  for monetary compensation,  nonmonetary rewards, and
evaluation purposes, and we specifically looked at how much the
unique variance of each of them (as compared to the other two)
explains variance in employee job performance. It is important to
use unique variance here, because this study is not about the job
performance effects of use of PMs in general, but about the separate
effects of the different uses. Of the three types of uses, we only find
an increase in employee job performance if co-developed perfor-
mance metrics are used for evaluation purposes (H5). We  find no
significant relation with performance when the PMs  are used for
monetary compensation or nonmonetary rewards. This finding is
interesting, because in line with recent studies, it shows that the
time-honored idea that the use of incentives has a positive effect
on job performance is debatable.

Much more research on this incentives–performance link is
necessary. Future research could, for example, concentrate on iden-
tifying and testing more moderators that may  explain the many
different findings with regard to this relationship between incen-
tives and performance. Bonner and Sprinkle (2002) provide an
overview of many person, task, and environmental variables that
have been found to moderate the incentives–performance rela-
tion, and additional moderators are still being found (e.g., Fessler,
2003; Speklé and Verbeeten, 2014). A quick check, whereby we
used the control variables of this study as interaction variables,
showed a negative interaction effect of use of PMs  for monetary com-
pensation with departmental tenure of the employee and a positive
interaction effect of use of PMs for evaluation purposes with age of
the employee (both on employee job performance). Future research
could test these and other potential interactions in other samples.

Furthermore, future research could be done in other countries
or specific industries to obtain a broader empirical foundation and
more nuanced understanding of the conditions under which our
results hold. Incentive systems and their effects differ between
countries (Jansen et al., 2009; Merchant et al., 2011). For exam-
ple, a comparison of incentive practices within car dealerships in
the Netherlands and the United States found a significant negative
effect of using monetary compensation in Dutch firms, whereas
this finding was  insignificant in US firms (Jansen et al., 2009). Addi-
tionally, to increase insight into the exact workings of the effects
of incentives on performance, future research could benefit from
including measures of different types of motivation, such as the
construct of psychological empowerment, used for instance by Hall
(2008) and Marginson et al. (2014), or the motivation scale used
by Kunz (2015). Eventually, such a stream of new studies will offer
insights into how to best motivate the employee of the 21st century.

An important strength of this survey research is the use of mul-
tiple sources. By asking pairs consisting of an employee and the
supervising manager to respond, we  were able to assess all con-
structs at the relevant informant perspective and also to reduce
common method bias. This study highlights the managers’ views
since they are the ones who decide whether to allow their employ-
ees to participate as well as how the performance metrics will be
used. Finding these pairs of survey respondents was  very difficult,
especially given the strict criteria they had to meet. Many potential
respondents stated their organization had plans to develop a per-
ticipation, performance metrics, and job performance: A survey
6), http://dx.doi.org/10.1016/j.mar.2016.10.001

formance measurement system, but had not yet been able to do so.
Our effort resulted in a sample of 86 research pairs, which is smaller
than we had hoped for. However, if the population is restricted in
size, structural equation modeling may  be applied to smaller sam-

dx.doi.org/10.1016/j.mar.2016.10.001
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Appendix B. The structural model.

See Fig. B1.
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les (Barrett, 2007; Kline, 2011). Also, research has shown that this
pplication does not increase the chance of false positives, although
t does increase the chance of false negatives (Goodhue et al., 2012).
n the positive side, we are able to detect only large effects. Fur-

hermore, we performed many additional checks that show the
obustness of the results.

We  used a cross-sectional design in the current study because
e wanted to test the hypotheses in a broad sample of organiza-

ions in the field. This design gives the present research external
alidity, but at the expense of the possibility to infer causality.
lthough the theory behind our model assumes a causal relation-
hip, causality cannot be inferred before it has been tested with

 longitudinal or experimental design (Van der Stede, 2014). For
xample, the relationship between PM quality and Use of PMs (H2)
ight also be a matter of self-serving bias—that is, rather than
aking more use of high-quality PMs, managers might perceive

he PMs  as being of higher quality to rationalize why  they make
ore use of them. Furthermore, a reason we do not find a positive

erformance effect of the use of PMs  for monetary compensation
H3) may  be that managers would use monetary incentives with
ow-performing employees with the hope of motivating them to
erform better. Starting with the outcome of the research reported
ere, we recommend the use of a quasi-experimental design in one
r more large organizations.

To conclude, the results of the present study point to the
eed for operational employee participation in the development
f performance metrics. This participation is likely to lead to oper-
tional performance metrics that managers perceive as having
etter measurement properties. Subsequent use of these metrics
or evaluation purposes, rather than for distributing monetary com-
ensation, may  contribute to the improvement of employee job
erformance.
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ppendix A. Items used in the scales.
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Respondents rated all items on a seven-point fully anchored Lik-
rt scale: (1) totally disagree, (2) disagree, (3) moderately disagree,
4) neutral, (5) moderately agree, (6) agree, (7) totally agree.
 PRESS
ting Research xxx (2016) xxx–xxx 13

A.1. PM participation (Abernethy and Bouwens, 2005Abernethy
and Bouwens, 2005; completed by the employee)

I have/had an influence on:
1. How the performance metrics are designed
2. The choice of the data used as an input in the performance

metrics
3. Ongoing modifications to the design of the performance met-

rics
4. The implementation of the performance metrics
5. The maintenance of the performance metrics

A.2. PM quality (selection of Moers, 2006Moers, 2006; completed
by the manager)

6. The performance metrics measure only what my  employee
can actually influence

7. The performance metrics express accurately whether my
employee functions well or not

8. If my  employee performs well, it is directly reflected in the
performance metrics

9. The performance metrics are objective and verifiable

A.3. Use of PMs for monetary compensation (Moers, 2006Moers,
2006; completed by the manager)

I attach very high importance to the performance metrics in:
10. Determining potential salary increases
11. Determining potential bonuses or extras

A.4. Use of PMs for nonmonetary rewards (Moers, 2006Moers,
2006; completed by the manager)

I attach very high importance to the performance metrics in:
12. Increasing my  employee’s chance of promotion
13. Increasing my  employee’s authority within the organization

A.5. Use of PMs for evaluation purposes (selection of Moers,
2006Moers, 2006; completed by the manager)

I attach very high importance to the performance metrics in:
14. The evaluation of my employee’s performance
15. Officially rating my  employee’s performance
16. Periodic discussions with my  employee

A.6. Employee job performance (Podsakoff and MacKenzie,
1989Podsakoff and MacKenzie, 1989; completed by the
manager)

17. My  employee always performs all essential duties
18. My  employee always fulfills all responsibilities required by

his/her job
19. My  employee always meets all formal performance require-

ments of the job
20. My  employee always completes all duties specified in

his/her job description
21. My  employee never neglects aspects of the job that he/she

is obligated to perform
ticipation, performance metrics, and job performance: A survey
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Fig. B1. Graphical representation of the structural model, including the
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