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Abstract: This paper reports the result of an empirical study
designed to examine the relationship between the manager’s per-
ceptions of the sources of budget variances and his motivation. A
questionnaire survey drew the responses from sixty-eight mid-
dle managers sampled from nine manufacturing companies in
Japan. The questionnaire mailed to them included a list of pos-
sible causes underlying their budgetary performance, the items
to measure variables that constitute the expectancy model of
motivation, and other variables related to budgeting. Five fac-
tors were drawn by the factor analysis of perceived causes of
budget variances. And the analysis of the relationship between
those factors and motivation revealed that three of those factors
influenced it significantly; (a) internal factor, that was com-
posed of the sources existing in his own side, (b) the budget
validity factor, that referred to the extent which a manager per-
ceived his budgetary performance properly reflects his efforts,
and (c) chance factor, that was composed of economic condi-
tion and luck. The internal factor related to the external and
internal valences as well as expectancy variables of the moti-
vation model, the budget validity only to the expectancy, and
the chance factor had an effect on motivation through the social
valence. In addition, the effects of the task uncertainty and a
few other variables on the causal factors of variances were exam-
ined. This would provide the means for encouraging budgetary

motivation.



1 Introduction

Accounting information is transformed to manager’'s behavior via the hu-
man information processing process. Cognitive psychologists presume cog-
nitive organizing schema for an individual to perceive and interpret his outer

world. He does not perceive it as it is.

The components of cognitive structure are aitributes. For pur-
poses of analysis, it is assumed that a person perceives objects
and events in terms of psychological dimensions. A psychological
dimensionis one’s capacity to map consistently a set of responses
onto a collection of stimuli that is itself ordered. A specific act
of “perceiving” or “cognizing” a given stimulus object or event
is regarded as involving the projection of the stimulus onto a
set of psychological dimensions, and thereby attributing to it
one value from each of those dimensions. Those projected val-
ues, attributes, are the elements of the cognitive structure under
analysis. (Zajonc,1968,p.328)

While cognitive structures (schemata) are a function of past experi-
ences, it is also assumed that they are indispensable in the processing of
information. When an individual tries to process the new stimulus infor-
mation about certain objects, a cognitive schema relevant to those objects
is activated. In his interface with environment there are the schemata that
mediate the incoming information. Assuming cognitive schemata in human
information processing, the analysis of behavior requires two steps. First,
there is a cognitive schema of the perceived stimuli. Second, there is a
specification of how the cognitive influences the final behavioral response
(Weiner, 1972). And this approach of cognitive theory of behavior would
be meaningful for the investigation of influence of accounting information
upon management behavior.

It is commonly emphasized in management accounting texts that the
performance reports to manager as a budgetee have to be prepared in ac-
cordance with the principle of responsibility accounting. Responsibility ac-
counting is defined by Ferrara(1964) as :“the essence of responsibility ac-
counting are the accumulation of costs and revenues according to area of
responsibility in order that deviations from standard costs and budgets can
be identified with the person and group responsible. ” This definition is
given heavy weight in the accounting procedures. However, the main ob-

jective of responsibility accounting implied by this definition is to motivate



the managers and to attain effectively organizational goals through their
actions. Therefore, it would be interesting from the behavioral viewpoint
to see how the responsibility accounting procedures are related to the bud-
getary motivation.

In most cases so far, motivation in budgeting has been researched on
the basis of the expectancy model. (For example, Ronen and Living-
stone,1975; Ferris,1977; Rockness,1977; Brownell,1983; Brownell and Mcl-
ness,1986) This model are constructed from the functional relationship
among such variables as expectancy, instrumentality, and valences. It allows
measurement of the strength of motivation. To obtain the operational state-
ments about the effects of responsibility accounting on motivation, however,
the cognitive process that influences the variables of motivation has to be
made clear in more detail. In this connection, it seems that the expectancy

theory is insufficient to satisfy such an inquiry, as Weiner (1974) criticizes.

Surprisingly, the inferred determinants of expectancy and ex-
pectancy shifts as deduced from research on humans are even
less satisfying. Investigators in the achievement area have not
systematically examined the antecedents of the expectancy (sub-
jective probability) of success. Expectancy is typical manipu-
lated by merely telling subjects their chance of success. To the
lesser extent, probabilities have been manipulated by varying
past success history, the number of persons against whom one is
competing, or objective difficulty of the task. The only determi-
nants of expectancy shifts that have been identified are success
and failure. (p.56)

The performance reports that compare actual costs or revenues with the
budgeted standards are prepared for each responsible manager. Then, he
may perceive many causes of the budget variances, and interpret from which
ones his budget performance resulted. This process of causal judgment de-
termine thereafter his attitude toward budgets, motivation and his perfor-
mance. When referring to the cognitive model of behavior, it is assumed
that the cognitive mediating schema were there in such causal assessment
process. In this paper, our first endeavor is directed to investigation of
the relationship between the cognitive schema of causal inference of budget
variances incurred and the manager’s motivation. In this endeavor, we will
try to apply another cognitive theory of motivation, the attribution theory.
This theory is expected to supplement the deficiency mentioned above of the

expectancy model. The knowledge about cognitive schema that determines



causal inference of variances would provide the starting point of the present
work. After the cognitive framework was found, our second endeavor points
to describing the effects of task uncertainty and other behavioral variables,
such as participation, goal clarity, and others, upon the causal judgment
within the framework. By such a method, we expect, some suggestions for

enhancing effective budgeting could be made.

2 The expectancy theory and the attribu-
tion theory

The expectancy model formulated by House (1971) is as follows.

M=1IV,+P(IVe+y P EV;) i=12---,n (1)

M: motivation to work
IV,: intrinsic valence associated with successful
performance of the task
IV,: intrinsic valence associated with goal-directed
behavior
EV;: extrinsic valence associated with the sth
extrinsic reward contingent on work-goal
accomplishment
Pp: the expectancy that goal-directed behavior
will accomplish the work-goal(a given level of
specified performance; the measure’s range is
(0,+1)
Pyt the expectancy that work-goal accomplishment
will lead to the sth extrinsic reward;

the measure’s range is (=1, +1).

The expectancies, FPs;, mean the instrumentals of performance for attain-
ment of desirable outcomes, or for avoidance of undesirable outcomes (Gal-
braith and Cummings, 1967). As shown in this equation, motivation to
achieve the budget is determined as a function of expectancy, instrumentals
and valences that are assessed by an individual on the basis of his previous
experiences and knowledge about a particular task.

The attribution theory of achievement motivation has a supplementary
position to the expectancy model {Campbell and Prichard, 1976). It is

based upon the assumption that beliefs about the causes of success and



failure mediate between antecedent stimulus-organism transactions and en-
suing achievermnent behavior. In budgeting, the estimates of variables that
consist of the expectancy model may be influenced by the perceived causes
that bring out the manager's budgetary performance. Therefore, by using
the constructs of the theory, we could shed some light on the perceived
causalities of variance and the cognitive structure underlying them as pre-
cedings of budgetary motivation.

In the early model developed by Weiner, et al. (1971), it is postulated
that individuals utilize four elements of ascription both to postdict (in-
terpret) and predict the outcome of achievement-related event. The four
elements are ability, effort, task difficulty, and luck which can be comprised
of two basic dimensions; locus of control, and degree of stability as shown
Table 1. In the first dimension, locus of control, the causes are classified
into internal or external. Internal causes (ability and effort) originate within
the individual undertaking the task, and external causes (task difficulty and
luck) arise from his environments. Further, the stability dimension has to
do with the enduring characteristics of the elements. Some causes (ability
and task difficulty) remain stable through repeated performance, whereas

the magnitude of other causes {effort and luck) are relatively variable.

Table 1: The two-dimensional classification of perceived causes

stability Locus of control
Internal External

Stable Ability  Task difficulty

Unstable Effort Luck

Later, the intentionality dimension was added to the original schema by
Rosenbaum (1972) to reflect the ability of the performer to conscicusly
control the activity or cause in question. Subsequently, Weiner (1974b,
1979) renamed this dimension as controllability, and locus of control as
locus of attribution.

The controllability dimension is particularly interesting for the accoun-
tants, because they are frequently required to respect the principle of con-
trollability as well as of responsibility. This principle argues that, in eval-
uating a manager’s performance, only the factors under his control should
be considered. The idea is a simple and appealing. Without obeying this

principle, the measurements provided by accounting systems might not be



perceived as fair and not accepted by the managers that it applies. There-

{fore, the responsibility accounting and the controllability are assumed to be

not separable. However, the theoretical causal schema suggests that those

concepts can be differentiated from each other.
Birnberg, et al.(1977) and Shields, et al. (1981) provided, as shown in

Table 2, a classification schema on the three dimensions relevant to the

control system.

Table 2: The three-dimensional classification of perceived causes

Locus of attribution

Stable Internal External
Uncontrollable  Ability of actor Ability of actor’s
subordinate(s)
Background or training
of actor Task ease or difficulty
Intrinsic motives
controllable Stable effort Subordinate’s stable effort
Diligence or laziness Ongoing job conflict
Performance measurement
process
Locus of attribution
Unstable Internal External
Uncontrollable Fatigue Tight budget
Personal non-job Economic conditions
related temporary
problem Luck
Internal Effort Cooperation of others

Response to incentives

Transitory superior-
subordinate conflict
Subordinate’s unstable effort

Extrinsic motives

The distribution of some causes on the three dimensions is explained as

follows. About internal causes, ability is stable and uncontrollable. Mood

and fatigue are unstable and uncontrollable. In terms of external causes,



task ease or difficulty is stable and uncontrollable. Usual effort of the subor-
dinate is stable and controllable. Chance or luck is unstable and uncontrol-
lable. The temporary conflicts among the organizational units are sorted as
unstable and controllable.

While the causal categories shown in Table 2 provide the theoretical
basis for elucidating the schema constructed in the field of budgeting, we
cannot expect that it precisely corresponds to the schema that a manager
would actually make up, because his causal judgment would be dependent
on the observed organizational conditions. Therefore, in this research, we
will try to look for the cognitive schema in action. But before proceeding to
such a trial, we suppose that the theoretical schema would be the case for:
budgeting, and propose three hypotheses about the relationships between
the causal schema and motivation.

The expectancy model indicates that the intensity of aroused motiva-
tion is jointly determined by the subjective probability that efforts will lead
to the goal and the attractiveness of goal objects. The former is called
expectancy, and the latter valence. (For the moment, we could assume
that the expectancy, P;, and the another variable of the expectancy model,
instrumentality, Ps;, are combined so that expectancy includes the instru-
mentality.) The greater the perceived possibility of goal attainment and
the greater the incentive value of the goal, the more intense is the presumed
degree of positive motivation.

In the attribution model, it has been proved that expectancy shifts are
remarkably influenced by the stability of perceived causes of the success or
failures. The ascriptions of an outcome to stable factors produce greater
typical shifts (increments in expectancy of success after success, and decre-
ments after failure) in expectancy than do ascriptions to unstable factors.
The differential shifts of expectancies as a function of the stability of the
attribution is presumed to occur given either internal (ability versus effort)
or external (task difficulty versus luck) causal attributions. However, at-
tributions to effort produce greater typical shifts than attributions to luck.
This is because effort also has stable characteristics (“He is a lazy person”),
and the intent to success is likely to remain relatively constant (Weiner,
1974b,1974c).

On the other hand, the locus of attribution is, from psychologists’ view
point, the basis of allocation of responsibility for a task outcome (Weiner,
1974a,b). Therelore, the influence of responsibility accounting procedures

on the manager’s behavior could be discussed in terms of this dimension.



The attribution model argues that the affective consequences of goal at-
tainment, pride and shame, are maximized when achievement cutcomes are
ascribed internally and minimized when success and failure are attributed
to external causes. Thus, success atiributed to high ability or hard work
is expected to produce more pride than success that is attributed to the
ease of task or to good luck. In a similar manner, failure perceived as
due to low ability or luck of effort is expected to result in greater shame
than failure that is attributed to a hard task or bad luck. In sum, locus of
attribution influences the affective consequences of achievement behaviors
(Weiner, 1974b, 1974c).

Thus, on the basis of these arguments, the following null hypothesis is

possible.

Hypothesis 1: There will be no relationship between the manager’s per-

ceived internal causes of budget variances and his motivation.

Hypothesis 2: There will be no relationship of the perceived internal and

controllable causes with his budgetary motivation.

Hypothesis 3: There will be no relationship between the causal ascription

of budget variances to the stable dimension and manager’s motivation.

The valences to which the attribution theory refers are intrinsic valences,
that is, pride and shame. But in organizational settings, the extrinsic va-
lences play important roles for motivation. The examination on the rela-
tionships between external rewards and motivation will be tried in the later

section in a heuristic and descriptive way.

3 An empirical study

A package of survey questionnaires was sent to a representative manager in
charge of management control in each corporation that agreed to cooperate
with us. He distributed the questionnaires to the managers in his corpo-
ration whose activities should be controlled through the use of budgeting.
The samples were not strictly random, because final sample selection was
left up to him.

Of 123 questionnaires distributed, 73 were returned (rate of response
was 67.5 percent) and of those 68 were usable. On the average, the age of
respondents was 44.5, their tenure in their companies was 22 years, and the

period of being in present position was 4.1 years.



Table 3: Extrinsic and Intrinsic Valences

External

Pay raise

High pay

Respect from boss

Respect from other employees

Receiving more compliments

2B A -

Greater chances for independent
thought and action

More chances to make friends

~

Special reward or recognition

Promotion

Internal

Personal growth and development
Setting higher standards for yoursel{
Giving help to others

Time at work passing fast

Feeling of security

Setting higher standards for others

Feeling accomplishment

el B A

Being not tired

The questionnaire contained three sets of items to measure the motiva-
tion, causal attribution, and budget related events.

Motivation: The scales related with motivation had the purpose of
eliciting the measurements on each constructs of the model presented in
equation (1). Three constructs are there; valence, expectancy, and instru-
mentality.

The approach to evaluate those were used from the procedure developed
by Lawler and Suttle (1973), and adapted by Brownell (1983) in budgeting.
To assess the valences, seventeen outcomes from Lawler and Suttle (1973)
that are listed in Table 3 were used in this research. In order to measure
the valence of each outcome, the respondents were asked to value on a scale
from one to nine (extremely undesirable to extremely desirable) the strength
of their preference for that outcome.

Intrinsic valence, as indicated in equation (1), are distinguished between



IV, and IVa. For the intrinsic outcomes, therefore, the respondents were
twice asked to value his preference over the same eight outcomes. First,
intrinsic valence of achievement behavior, IV;, was measured by asking the
respondents to value each outcome as it might result from “work hard.” Sec-
ond, by asking to value the same outcomes as might result from “meeting
budget goal. ” The score of IV, substituted into the model is the average
value of responses from the first set of valuing. The score of IVa is also the
average value of responses from the second set of valuing. The valences re-
lated with the nine external outcomes, E'V;, were evaluated by same wording
as in valuing the second set of internal valences.

Equation (1) calls for the assessment of nine instrumentals associating
goal attainment with extrinsic outcomes. These were assessed by asking the
respondents, for each of nine outcomes, to value on a scale of one (never) to
seven (always) the probability that meeting the budget goal would lead to
the outcomes. The expectancy, Fy, that goal directed behavior would result
in the successful attainment of budget goal was measured by asking the
respondents to value instrumentals on a similar scale. These ten responses
were converted to probabilities in the range of zero to one, and incorporated
into equation (1).

The causal attribution: In order to investigate the causal ascription of
budgetary variances that was associated with motivation, twenty scales were
constructed on the basis of the classification scheme presented by Birnberg,
et al. (1977) and Shields, et al. (1981). Appendix A contains these scales.
The respondent was asked to assess the extent that these causes influenced
their budgetary performance in the last year. The responses were coded so
that the more a cause works toward increased favorable variance, the higher
score it is given (see appendix A).

Other variables: In addition to the motivation and the causal ascrip-
tion, we examined the effects of other budget related variables on causal
ascription. The causal ascription would be dependent on the perceived
characteristics such as task uncertainty, participation in goal setting, goal
specificity and difficulty, and so on. To make clear the relationship between
these characteristics and the causal schema provides the cue to improve ef-
fective budgeting. Appendix B includes the scales to measure the following

characteristics but task uncertainty.

1. Task uncertainty: The organizational control by budgeting has been
said to be most effective in stable task environment. Galbraith (1974)

argued that the organic organization confronting uncertain environ-
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ment tends to create cross sectional coordinating function, and other
integrating devices in complement to goal settings, decision makings
in the hierarchies, and rules. Bruns and Waterhouse (1975) suggested
that the use of budgets for control purposes is thought to be depen-
dent upon the ability to plan with fairly high degree of certainty and
measure output or role performance with relatively high degree of ac-
curacy. These preconditions of effective budgeting may be difficult to
meet in practice. We tried to examine the effects on the motivation
of task uncertainty as a major factor violating the responsibility ac-
counting requirements. The concept of task uncertainty was defined
by Perrow(1966) on the two dimensions, task difficulty, and task vari-
ability. The former refers to the analyzability of the work itself and
the extent to which there is a known procedure that specified the se-
quence of steps to be {ollowed in performing the task. The latter refers
to the number of exceptional cases encountered in the work requiring
different methods or procedures for doing the task. The scales were
constructed on the basis of measures developed by Van de Ven and
Delbeque (1974).

2. Budget goal clarity: This variable refers to the extent to which budget
goals are stated specifically and clearly, and are understood by those

who are responsible for meeting them.

3. Budget goal difficulty: Budget goal ranges from loose and easily at-
tainable budget to tight and unattainable. The extent of difficulty
was measured by asking the respondents to estimate the subjective

probability, and easiness or tightness of budget attaining !

4. Participation: This is the behavioral variable well known in budgeting,

and refers to the extent to which managers participate in preparing

11t is noted that a similar scale to one of the causes of budget variance that used
to derive the cognitive causal schema was included in each of the measure of budget
goal clarity and goal difficulty. This dual use of the variable is based on the following
reasons. First, a judgment in the context of determining the cause of variances incurred
might be different from one in the other context. For example, before implementing
the budget, budget tightness would have to do with task difficulty, but at the stage of
performance assessment, it might be more related to the perceived budget validity, to say,
if not attained, to denying the budget. Second, we will try to study the cognitive schema
of variances by means of factor analysis, and the solution of the analysis is orthogonal.
The effects of a causal variable tends to be interpreted in relationship with one factor
that is independent of other factors. This means that the investigation may be limited
to the effects of the variable through only one causal path on motivation. The problem
about budget tightness has been a subject of behavioral accounting research. Therefore,
in addition to the effects of it via a single path on motivation, it would be interesting
to research them from more a broad viewpoint. For this treatment, we had this variable
take dual roles.

11
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budget and influence the budget goal of their responsibility centers.
The measure to assess this variable consists of two sets of scales. One
asked the extent of cooperation with the respondent’s superior and
other departments in his organization, and the other asked the extent

of his influence.

. The propensity to create slack: Slack occurs when an organization

unit controls more resources than are needed to maintain it’s viability.
Budgetary slack is one important form of slack that is defined as the
excess of the amount budgeted in an area over that which is necessary.
In this research, the scales did not directly measure the amount of
slack created by managers, but tried to measure the propensity to

create slack by using four scales developed by Onsi (1973).

. Management by exception: The control function of budgeting is per-

formed through variance analysis. Emphasizing the deviations from
predetermined plan expedites managerial control. Ronen and Liv-
ingstone (1975) suggested that, under management by exception, the
response to favorable variance not requiring corrective action often
seems to be weaker than unfavorable deviation. And budget attain-
ment which are not connected to prize or rewards with same fre-
quency and extent as the unattainment is to blame and penalty, the
result being defensive and overcautious behavior. It is anticipated
that management by exception would accompany adverse behavioral
consequences (Brownell,1983). This management mode may therefore

also influence the causal schema and motivation.

The results

Cognitive framework underlying the perceived causality of variances was

ascertained by factor analysis. Table 4 shows the solution of factor analysis

that was derived through repetitive estimations of communalities by the

principal axis method, and then, to aid interpretation, subjected to varimax

rotation. The factor loadings that were more than .50 are underlined.

Five factors with eigenvalue greater than 1.0 were extracted which to-

gether accounted for approximately 62.3 percent of total variance. These

factors were labeled as {follows:

1. Self ascription: Extent of internal causal ascription of budget vari-

ances.

12



Table 4: The factor pattern of causes of variances

FACTORS
I I III v v
Self Org. Task  Budget Commu-
ascrptn  relatn ease validty Chance nality
1.  Ability of subord. 0.142 0.290 0.025 0.587 0.256 0.515
2. task difficulty 0.056 0.140 0.614 -0.010 0.195 0.437
3. stable effort 0.655 0.250 0.065 0.116 0.039 0.510
4.  Ongoing job conflict 0.169 0.234 0.119 0.553 0.141 0.423
5. Perfo. measurmnt process 0.128 -0.051 0.048 0.621 -0.015 0.407
7. Subord.’s table effort 0385 0.604 -0.218 0.271 0.141 0.654
8. Tight budget -0.142  -0.113 0.826 0.225 0.0538 0.769
9. Economic conditions 0.029  0.013 0.289 0.255 0.680 0.612
10. Effort 0.806 0.315 -0.047 0.079 0.074 0.763
11.  Luck 0.101 0.206 0.0438 0.035 0.655 0.485
12. Coop.w. other departmnt 0.286 0.742 0.161 0.043 0.180 0.693
13. Transtry sup.-sub. conflict 0.361 0.786 0.065 0.145 0.094 0.782
14. Sub.'s unstable effort 0462 0.486 -0.312 0.156 0.194 0.609
15.  Ability 0.820 0.403 0.139 0.062 -0.150 0.880
16. Background or training 0.752 0464  0.045 0.111 -0.114 0.808
17. Sub.’s resp. to incentvs 0.590 0.058 -0.175 0.186 0.213 0.462
18. Response to incentives 0.696 0.052 -0.184 0.177 0.228 0.604
19. Intrinsic motives 0.904 0.111 0.011 0.105 0.081 0.847
20. Fatigue 0.764 0.246 0.001 ©0.131 0.036 0.662
Eigenvalue 5.221 2.605 1429 1.403 1.265 11.923
proportion of variance 0.273 0.151 0.073 0.071 0.063 0.623
Item 6 was excluded, because of skewed distribution.
2. Organizational relationship: Extent of interpersonal interactions with
subordinates and other department managers to attain budget goals.
3. Task ease: Extent of budget ease. It may be preferred to name this
factor task difficulty, but in the present study, this factor was labeled
task ease, because the variables that had higher loadings on it were
scored so that the tighter the budgets were, the lower the scores given,
and vice versa.
4. Budget validity: Extent of the perceived reliability of budget that
contains not so much contradiction within it, and fairly reflects the
respondent’s performance.
5. Chances: Extent of budgetary performance to be determined by un-

controllable elements such as luck and economic condition.

On examining this factor pattern with reference to the classification

schema shown in Table 2, it is recognized at first glance that a prominent
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dimension underlying the perception of causality was the locus of attribu-
tion. Factor I, Self ascription, includes all the causes thought of as internal,
and among those causes could not be found the classification on stability
or controllability dimension. All other than this factor represent external
causes of variances. Factor Il is constructed from the external and control-
lable causes, but confounds on stability. Factor III summarizes the external
and uncontrollable ones, but also confounds on stability. Factor IV, Budget
validity, represents the external, uncontrollable and stable ones. Factor V,
Chance, is external, uncontrollable and unstable causes. It was found from
this factor pattern that the causal classification which most interested man-
agers in the organizational situation was whether the causes of budgetary
performance originated from the manager himself or not. It seems that, so
far as this factor pattern is concerned, once he found a cause was internal,
no further information search for the cause were there. Therelore, the con-
cept of responsibility was not necessarily restricted by controllability. With
regards to external causes, however, the perceptual differentiation on the
controllability and /or stability dimension appeared. In this region, infor-
mation search by the manager might be more detailed, and the tissues of
his perception be fine.

Before advancing to the examination of relationship between the causal
ascription and motivation, it is preferred to make sure that these ascriptions
were dependent upon the budget variances. We asked the respondents to
indicate the extent to which their observed budget achievement deviated
from the budget goal. The scale used to measure it and frequencies on each
level of deviations is provided in Figure 1.

Table 5 shows the correlation between each of the five factor scores and
the extent of deviation, that is, budgetary performance. All the correla-
tions are not so great, but, statistically significant. Therefore, it could be
ascertained that the causal ascriptions anchored into the actual budgetary
performance. In addition, the self evaluating scale of performance developed
by Mahoney, et al. (1963) was included in the guestionnaire of this study.
This scale was frequently adapted by Brownell(1982,1983), and Brownell
and McIness(1986), Table 5 also indicate the correlations between each of
factor scores and the score of single overall rating scale that included in the
measure by Mahoney, et al.. Significant levels of those correlations are on
the average less than those of budget performance, but both correlations
seem to be in the same direction.

The hypothesized relationships were tested by the significant Spearman
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Figure 1: The budgetary performance of the respondents

In last year, to what extent did you attain
the budget goal?

Underattained below Overattained over 15%
15% less than the goal Attained just at the goal more than the goal
50 5 0 5 w5
Budget

performance 15 14
10 l 5

5 115
0 121
-5 |15

-10 | 7
150 ] 1

10 20
Number of respondents

rank order correlation coefficients. Of the five correlations between the fac-
tors and motivation, three are significant. The hypothesis 1 assumed that
internal causal ascription of variances have nothing to do with the moti-
vation. Table 5 shows that the correlation between the internal ascription
factor and motivation was highly significant (r = 0.42,p < 0.01). Therefore,
this hypothesis is rejected, and the fundamental assumption of the respon-
sibility accounting is verified as effective. Hypothesis 2, assumed that the
internal and controllable causal ascriptions are not related to motivation,
cannot be tested, because these causes did not form any separable {actor.
The test of the final hypothesis, assumed that there will be no relationship
between the causal ascription of budget variances to the stable dimension
and manager’s motivation, was somewhat complicated. On the stability
dimension are the factors of organizational relationship and task difficulty.
However, it was not clearly judged whether the budget validity represents
the stable causes or not. Of causes which constitute this factor, the sub-
ordinate’s ability and the inconsistent elements contained in the task are
interpreted as stable ones. But, by reference to the theoretical categories

shown in Table 2, manager's confidence in the performance measurement
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Table 5: The correlations of causal factors with motivation and budgetary

performance
FACTORS
I I 111 v v
Self Org. Task  Budget
ascrptn relatn  ease validty Chance
1.  Motivation 042~ 0.13 0.02 0.26% 0.23°
2.  Budgetary
performance 0.337 0.42* 0.35" 0.35 0.347
3. Mahony’s
measure 0.35" 0.237  0.16 0.17  —0.03

Significance level of two tailed.

* p<001
l + p<0.05
? p<0.10

Correlation of each pair
0.19 for 1. and 2.
0.227 for 1. and 3.
0.46™ for 2. and 3.

process is an unstable cause. The a priori classification of causes are not
deterministic in practice however. So this cause could be assumed as stable.
If so, this factor would be located on the stable end of the dimension. And
then, because the relationship between this factor and motivation is signifi-
cant, it tends to reject hypothesis 3. However, contrary to our expectation,
Factor V, Chance was also significantly related to motivation. The economic
environment or fortune is interpreted as the typical unstable cause. Thus,
the fact that the ascription to unstable causes as well as stable ones had an
effect on motivation make it difficult to reject hypothesis 3. This ambiguity
was caused by the effects of external rewards.

In order to study these results in more detail, The effects of causal as-
criptions on each of variables of expectancy model were analyzed further.
Table 6 shows the correlations among the relevant variables, namely, the
correlations between causal factors of variances and the variables of the ex-
pectancy model of motivation derived from the total sample (N=68), and,
in addition, the corresponding correlations from three groups that com-
posed total sample. Those groups are the following; the first group named
‘Success’, that overattained their budget goal more than 5 percent(N=24),
the second group named ‘Just attained’, that just attained their goals, and

the third group (N=21) named ‘Failure’, that failed to arrive at their goal
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Table 6: The rank order correlations between the factors of causality
and the variables of expectancy models, total N=68 (Success=24,Just at-
tained=21,Failure=23)

FACTORS
I 11 181 v A
Self Org. Task  Budget
ascrptn  relatn ease validty Chance
External valence
1. Formal reward 0.15 0.00 —-0.10 —-0.01 0.05
Success 047t -003 -0.20 -0.10 0.01
Just attained 0.38° 013  -0.02 0.02 0.14
Failure -0.39" -009 -0.29 -005 0.18
2. Social reward 0.20 0.09 —0.05 0.14 0.27%
Success 0.30 -=0.05 -0.22 —-0.20 -0.15
Just attained 0.38" 0.01 -0.417 0.24 0.397
Failure —0.04 0.16 0.08 0.19 0.43%
Internal valence 0.29% 000 -0.23 0.10 0.05
Success 053 -=0.10 —-0.14 -0.19 ~0.11
Just attained 0.53* —0.07 -0.38 0.04 0.22
Failure ~0.02 017 -0.22 0.23 ~0.02
expectancy 0.227 0.02 0.01 0.45~ 0.07
Success 0.377  -0.31 0.08 0.357 0.06
Just attained 0.33 0.20 -0.01 0.417 —~0.09
Failure 0.01 012  -0.11 0.56" 0.03
Instrumentality
1. Formal reward 0.31* -—0.04 0.01 —0.05 0.29%
Success 0.22 -028 -0.17 -007 0.367
Just attained 047t 0.03 0.05 —0.10 —0.05
Failure 0.23 -0.01 0.09 0.01 0.46%
2. Social reward 0.297  0.247 0.14 0.06 0.25%
Success 0.54° 0.06 0.05 -0.21 0.14
Just attained 0.25 0.13 0.13 -0.07 0.21
Failure —0.02 0.10 0.07 -0.37° 0.34

Significance level, ¥ p < 0.01, + p < 0.05, 7 p < 0.10
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(N=23).

The valences were classified into three categories by means of factor
analysis, The external valences were constituted by two factors; one was
named formal reward (contained item 1,2, and 9 in Table 3}, ard the other
was social reward (item 3,4,5,6,7, and 8). Internal valences, IV,, formed
one factor. This classification was consistent with the three modes of man-
agement control, which are organizational control, personal control, and self
control (Hopwood, 1974).

From the analysis of the total sample, it is found first that the internal
ascription had to do with all the variables of the expectancy model. Second,
the effects of chance ascription on motivation were made through the ex-
ternal valences and instrumentals, especially, those through social rewards
were more intense. And third, the ascription to budget validity had a close
relationship with only the expectancy.

Investigation by groups revealed the different patterns of relationships.
For Failure group, its psychological situation seemed to be a negative one.
The self ascription negatively correlated to formal valence (r = ~.39,p <
.10), and not significantly to other valences. And the correlation between
the budget validity ascription and expectancy was very high. It was inferred
that the validity ascription in this group meant the aggressive response to
budget or the control systems. For Success group, the self ascription worked
with the preference to formal reward, and did not influenced the valence of
social reward so much.

The results of analysis about the ‘Just attained’ group attracted our
attention in particular. Members of this group perceived self ascription, that
is, confronted by the difficult task, they met the budget goal through their
effort and ability and thier other qualities. Furthermore, they recognized
the help of chance for attaining the budget, too. As a result, these increased
the values of internal and external valences for them.

The effects of the chance ascription upon motivation appear in ‘Just at-
tained’ and ‘Failure’ group. The situation in which these groups, especially
the former group, was put is inferred as follows. Present research was car-
ried out at the time when the Japanese managements tried to adapt their
organizations eagerly to the changes of external environments. At the time,
for example, when the foreign exchange rate rises from ¥ 180 per dollar to
¥ 128 during two years, recession would be anticipated. One of the means
to get over those adverse economical conditions was, for example, the rear-

rangement of product mix in accordance with changing demands in market.



In those circumstances, if a manager achieved these goals reflected in the
budget, his success may be important not only to himself, but also for his
organization as a whole, because such a success might inform about the cur-
rent market conditions and provide some cues to adapt the organization to
environment. Thus, even if his success were perceived as having originated
from external chance conditions, his results may meet directly the strong
desires of organization or of the section he belongs to, and so he would given
the social rewards for his fortune. Also for the ‘Failure’ group, a similar,
but not so favorable, situation was supposed. These will be referred to in
next section.

After the relationships between the causal ascription and motivation
have been ascertained, the next question of interest was to search the vari-
ables that influence the ascriptions. Those antecedents were task uncer-
tainty, budget goal clarity, goal difficulty, participation, and propensity to
create slack. To examine the effects of antecedents on the the five factors
of causal ascription of variances, stepwise regression analysis was applied
in two stages. At the first stage, each of the five factors were regressed on
the antecedents. As a result, three variables, namely, budget goal clarity,
task uncertainty and budget tightness, appeared as explainable variables.
At the second stage, these three variables were inputed as dependent vari-
ables, and regressed on the other antecedents. Figure 2 shows the result of
these regression analysis. The arrows and numbers in this figure indicate
the assumed direction of causality and the standard regression coeflicients.
Independent variables can be kept in or rejected from regression equations
at the critical significance level of 0.10.

The main factors that had direct relationship with the budgetary moti-
vation were self ascription, budget validity, and chance. Because the chance
factor was isolated from antecedents, it will be described here how the re-
maining two factors were directed by the antecedents, and what they were
directed.

The self ascription factor was significantly regressed on the budget goal
clarity, and the budget validity regressed on two antecedents, task uncer-
tainty and goal clarity. Then it was found that budget clarity had a broad
influence on motivation, that is, the effects of all antecedents but task un-
certainty were mediated by this variable to motivation.

The effects of participation on causal ascription were indirect. Of two
components that consist of participation, cooperation with superior and/or

other departments related significantly to budget goal clarity that influ-
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Figure 2: Relationships between the antecedents and the causal factors

Participation: Factors
. .40
cooperation
19 Budget 29 | Self
o= . .
’ -.23 goal \ 95 ascription r o= 49
Slack /clarity o
propensity 98 Organizational
Task relationship Moti-
r=.22 ~.19 : .
uncertainty vation
~18 Task
Management Budget =753 case
by .31 tightness
exception Budget
lidit
validity 93
Chance

enced the ascriptions. Other explainable variables of the goal clarity was
the propensity to create slack. In addition, the correlation between the
cooperation and the propensity was 0.22 (p < 0.10). From these relation-
ships, it was inferred that notwithstanding the participation, in particular,
the cooperation with other departments or superior, tended to increase the
budget goal clarity, on the other hand, it's influence was in the direction of
hastening the slack propensity, and the latter tended to decrease the goal
clarity. These inconsistent relationships are very interesting and will be

discussed in the next section again.

5 Discussion

While inquiring about the motivation in budgeting, three constituents re-
lated to it, namely, the cognitive schema underlying causal perception of
budget variances, the relationship between the schema and motivation, and
antecedents that determine the causal ascription, were investigated so far.

First, the statistical factor analysis revealed that the most obvious di-
mension in causal cogunitive structure was the locus of attribution. This

dimension corresponds to responsibility in the psychological meaning. The
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variances internally ascribed did increase the elements of the motivation
model, expectancy, instrumentals, internal and external valences. There-
fore, from behavioral viewpoint, it was found that if the principle of the re-
sponsibility accounting were successfully applied, then the managers would
be highly motivated through the budgeting. But the effectiveness of the
controllability principle advocated in most management accounting litera-
tures could not tested. Discrimination of controllable from uncontrollable
causes were not found within the causes ascribed internally.

While the causes ascribed internally constituted only one factor, the ones
ascribed externally produced several factors. There appeared the stability
and controllability dimension for external causes. Several reasons could be
given as to why the causal cognition of external variances was more detailed
than internal ones.

In the hierarchies of organization, the attitudes of a superior toward his
subordinates vary to the extent that he infers the causes of performance
are internal to them. In the study applying attribution theory to leader-
ship, it is argued that the superior tends to seek the causes in the internal
and stable ones of subordinate, while the subordinates are prone to seek
the causes externally (Mitchel and Wood, 1980). This difference of causal
attribution results in the conflicts between them(Martinko and Gardner,
1987), and may emerge outstandingly on the dimension of locus of atiri-
bution. Furthermore, by imputing the poor performance to external ones,
an individual could be allowed to excuse his responsibility, and maintain
his self-esteem (Weiner, et al.,1971), as a result, the locus of atiribution
becomes the primary dimension of perceiving the causes of budgetary per-
formance. Management function is essentially for the adaptation to the
organizational environments. Managers in the relatively low level might ac-
quire better knowledge and experiences about their environments, because
they have many opportunities to contact directly with environments. And
their job includes, as an important role, the coordination and negotiation
with other units of the organization. Those situations surrounding managers
might lead to detail knowledge about external causes of their performance.

Of the external factors, the budget validity as well as self ascription
factor had important relationship with motivation, regardless of whether or
not budget goals were met. “Although it is accurate to state that budgets
are composed of ‘cold, nonhuman symbols’(i.e., figures), it is equally valid
to state that once human being use these ‘nonhuman figures, they project

on to them all the emotions and feelings at their command ” (Argyris, 1953,
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p-108). Because of such characteristics, budgets are vulnerable, and tend to
be object of criticism or aggression by budgetees. In particular, when there
occurs a failure to attain the budget goal, frustration and dissatisfaction
would be directed solely towards it. And if its validity were denied, effective
budgeting could not be expected. Therefore, to have sure budget validity
maintained, it would be indispensable to know what and how antecedents
influence it.

In the preceding section, it was found that the causal ascription to chance
factor produced a main effect on motivation by way of the social valences
and the instrumentals related with these. We interpreted this result by the
specific circumstance that was dominating at the time when this survey was
carried out. However, it may be possible that such a situation is common
and pervasive in certain organizational settings. Therefore, this relationship
would be worth discussing in more detail.

Recently, considerable attention was directed to the construct of proso-
cial organizational behavior (Brief and Motowidlo, 1986) or citizenship be-
havior (Smith, et al., 1983) by a number of behavioral and social scientists.
Brief and Motowidlo (1986) defined this construct as follows. Prosocial or-
ganizational behavior is behavior which is (a) performed by a member of
the organization, (b) directed toward an individual, group, or organization
with whom he or she interacts while carrying out his or her organizational
role, and (c) performed with the intention of promoting the welfare of the
individual, group, or organization toward which it is directed.

This definition is so broad that it includes almost all the interpersonal
acts that are carried out with the purpose of producing and maintaining
the well-being and integrity of others. Some prosocial behaviors are or-
ganizationally functional, because they contribute the achievement of or-
ganizational goal. Functional prosocial behaviors include behaviors such
as cooperating with others, protecting organization from unexpected haz-
ards, suggesting organizational improvements. Others are dysfunctional,
because they support other person’s intention that is inconsistent with or-
ganizational goal. In budgetary setting, for example, it is possible in certain
circumstance that accountant or superior would accept implicitly other per-
son’s or subordinate’s manipulating figures for slack creating or concealing
unfavorable variances.

Prosocial behaviors are concomitant with costs both for persons pro-
viding and receiving them. To receive the support by other persons might

mean that the person receiving it falls into inferior position in comparison
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with the others. This concern is the psychological cost for both sides. He
who is directed prosocial behavior would run the risk of his self concepts
being deteriorated (Fisher, et al., 1982). The benefactor must consider the
possibility that beneficiary misinterprets his behavior were manipulative.
Another cost is psychological reactance (Brehm, 1966). A favor performed
by one person for another could threaten the latter’s freedom. The individ-
ual receiving it would be obliged to do a return favor, or be concerned that
the favorer might request him to take a certain act in return. Therefore,
prosocial behavior may be hindered by these costs.

There are cases that remove these hindrances. One is dependent upon
the reasons why supports by other persons are required. We have ascer-
tained that the most prominent dimension consisting of cognitive causal
schema is the locus of attribution. This dimension corresponded with the
concept of responsibility. Then if a manager’s poor budgetary performance
was anticipated or resulted from external causes, in particular, from chance
causes that were far out of his responsibility, there are no dangers that
threaten his self concepts. In this circumstance, he requires his superior
and his co-workers to help him, and they could take positive supporting
behavior without any apprehension or psychological hindrances. Further-
more, in the period of recession, prosocial organizational behaviors would
be eagerly required by members of each other. The interpersonal behaviors
in such a process are likely to increase the social valences. This explains, for
the ‘Failure’ group and ‘Just attained’ group, that the more the causes of
variance were ascribed to chance factor, the higher the social valence were.

Budget goal clarity had the most remarkable influences on the causal
ascription. This variable evaluated the budgetee’s extent of perception that
budget goals are clear and unambiguous, not containing contradicting fac-
tors within them, and the priorities on them are predetermined . The effects
of other many antecedents upon the self ascription and budget validity fac-
tor were mediated by this variable. Therefore, the relationships between
goal clarity and some antecedent variables may be worth discussing.

While it has been said that participation leads to the acceptance of bud-
get goals, and as a result, increases motivation, many empirical investiga-
tlons failed to verify this relationship. Although there seems to be consensus
that participation is effective in order that the executives be informed of ex-
ternal environmental changes by the lower managers, its motivation effects

could not easily generalized. As Hopwood (1974) said.

While it appears that an increase in participation in decision
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making can often improve morale, its effect on productivity is
equivocal at the best, increasing it under some circumstances
but possibly even decreasing it under other circumstances. The
practical problem is in trying to identify which conditional fac-
tors determine the wider impacts of a particular type of partic-

ipative management programme. (p.79)

The same ambiguity occurs for the effects of participation on motivation
through goal clarity. In this study, participation was subdivided into the
budgetee’s say and cooperation in budgeting, and the latter variable, coop-
eration with superiors and staffs, works significantly by way of promoting
goal clarity. But its effect on goal clarity through another path, the propen-
sity to create slack, is not positive. This indirect effect tended to deteriorate
the clarity.

Onsi (1973) argued that participation decreases the necessity to create
slack, it results in positive communication and perception so that there is
no pressure to necessitate creating slack. As found out in this research,
however, it is too optimistic to assume that participation always has slack
decreasing effects. It is possible that the influence of lower manager works
in the direction of protecting his self-interests or the interests of his depart-
ment. If organizational members tended to pursue their self-interests and
act opportunistically, participation in decision making is likely to result in
slack. Then, the increment of slack propensity through participation would
lead to obscuring budget goal clarity. Onsi said that the manager who
responded positively to slack formation shows negative attitude towards
budget. He tends to perceive that the budget is a mere accounting tool
and budgeting is only a game. The effects of participation through slack
propensity on goal clarity may be the same as this. The unstable interrela-
tionships described here indicate the dynamics that may frequently occurs
in budgeting. The behaviors of accountants to deal with this problem may
be critical for effective budgeting.

The effect of management by exception could not be neglected. The
management by exception enable management to direct its attention to
the area of significant problems, and to function effectively. However, this
management style results in negative attitude toward budgeting, because it
inclines to weigh more heavily the unfavorable than the favorable variances.
It was found in this study that the correlations of the management by
exception variable with the propensity to create slack and the perceived

budget goal difficulty were significant. Since both the latter variables had
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negative relationship with budget goal clarity, the management by exception

decreased it indirectly.

Conclusion

In this study, the effects of budget variances on motivation were investigated
by assuming causal schema in the cognitive process. Such a schema in the
budgetary practice could make it possible to know how and through which
paths the variance information influences motivation, and to provide some
cues for the effective budgeting.

The most important precondition for motivation was the internal attri-
bution of causes that brought out variances. Self ascription augmented the
strengths of all the variables of the motivation model. This reassured the
arguments of responsibility accounting that the variance reports should be
prepared in accordance with the area of the budgetee’s responsibility. The
same thing as this could be said of other controls. The encouraging effects
of organizational decentralization are well known, for example.

The self ascription led to the enhancement of external motivation as well
as internal. In organizational settings, external valences play also important
roles. External valences and instrumentals related to them were dependent
upon the chance ascription. Any organization must cope with the changes
of its environment. Its performances may be considerably impinged by
the uncontrollable external factors. There might be seem to be abundant
prosocial behaviors in the organization that were able to adapt effectively to
its environments. The prosocial behaviors would increase the social valences
through the interaction among members, in particular, when they confront
the threat from outer worlds. Such a threat would increase interpersonal
behaviors in the organization to get rid of it without psychological cost.
This is another path of influencing of the chance ascription on motivation.

Budgetary motivation was defined by the perceived validity that means
the budget variances precisely reflect budgetee’s true performances. Bud-
gets tend to be frequently the object of accusation and aggression by bud-
getees. For budgeting to be effective, these dysfunctional behaviors must be
avoided. Participation has been frequently proposed as a remedy for such
difficulties. In this study, participation worked indirectly on motivation
through the budget goal clarity. The goal clarity decreased the perceived
tightness, and encouraged the self ascription and perceived validity of bud-
get. Furthermore, the effects of other variables, management by exception,

propensity to create slack, were related to the causal schema.
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Thus, by introducing the mediating factor of causal schema, we could
empirically ascertain many arguments about motivation. This approach
could contribute to the research of budgetary motivation, and provide mean-
ingful suggestions for improving budgeting as a control devise. However, the
findings of this study are interpreted in the light of its limitation. This study
was on the basis of a small sample drawn from manufacturing companies.
Besides, sampling in each company was not random. Response bias common
with other similar research that use the questionnaire survey would have oc-
cured in this research. Therefore, one must be cautious in generalizing the

results of this study.
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A The causes of budget variances

The scales below present common causes that could bring out your success

or failure to attain budget goals. For each of scale, mark how much you

think each was a cause of your last period budget performance.

10.

11.
12.

13.

14.

Extreme
influence

Subordinate’s
luck of ability
Task easiness
Your usual
extreme effort
Unresolvable
inconsistency
in task. To At-
tain some goal
hinder other
goal achieve-
ment.

Budget varian-
ces not properly
reflect my

. performance.

Non-job related
{favorable and
personal
conditions
Subordinate’s
usual extreme
effort

Tight budget
Favorable econo-
mic condition
Your extreme
effort in this
period

Good luck

Good coordination
with other
department
Superior and sub-
ordinate’s total
coordination.

Subordinate’s
unusual extreme
effort in this
period

O ago O

oo
oo
|
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0og
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o og o
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Extreme
influence

subordinate’s
high ability

Task difficulty
Your usual

luck of effort
Clear goal. There
Mutual enhancing
relationships
exist. Success

to attain some
goal enhances other
goal attainment
Budget variances
properly reflect
my performance

Non-job related
unfavorable

and personal
conditions
Subordinate’s
usual lack of
effort

Easy budget
Unfavorable
economic condition.
Your unusual lack
of effort

in this period.
Bad luck

Lack of Coordina-
tion with other
department
Superior and sub-
ordinate’s total
lack of
coordination.
Subordinate’s
unusual lack of
effort in this
period



15. Your highdeasion 0O O 0O 0O 0O 0O O O O Your insufficient
making and leader- decision making and
ship ability leadership ability

16. Good result of O O 0O 0O 0O OO0 O O Resultofyour
your experience insufficient experi-
and training ence and training

17. Subordinate’s O 00 0 0 0O 0 O 0O Subordinate’s
high extrinsic low Extrinsic
motivation. motivation.

18.  Your high O 0000000 0O Yourlow
extrinsic extrinsic
motivation motivation

19.  Your high O 00000000 Yourlow
intrinsic intrinsic
motivation. motivation

20.  Vitality 0008 00 0 0O O O PFatigue

B Antecedent variables

Note: Each item was used as a 9 point scale, so that was given

score 1 to the right hand end mark and score 9 was given to

to left hand. But items 1,4,5, and 8 were reversed

Following items are antecedents that influence the causal schema of budget

variances. These items ask respondents to rate on the seven-point scale the

frequency (ore equals never, seven always).

A Goal clarity

(a) My budget goals are very clear and specific. I know exactly what
my budget goals are.

(b) My budget goals contain some contradicting ones, and it is very
difficult for the budget goals to coordinate with each others (re-

verse item).

(c) I understand fully whick of my budget goals are more important

than others. I have a clear sense of priorities on these goal.

{(d) I think my budget goals are clear and unambiguous.

B Budget goal difficulty

(a) Generally speaking, What characteristics have the budget goals
to which your organization unit are responsible? (1.Very easy;
4.Fair; 7.Very difficult).

(b) Were the tightness of your budget goals in this year changed in

comparison with the last year?
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(c) At thestarting point, with what probability did you estimate the
attainability of your budget goals that were responsible to your
organization unit? (the probabilities are ranged from 10 percent

to 90 percent).
C Participation: cooperation

(a) I work with other unit heads in preparing the budget for my unit.

(b) I work with financial stafl people in preparing the budget for my

unit.
{(c) 1 go to my superior for advice on how to achieve my budget.
(d) I ask for assistance from staff departments concerned with bud-
get.
D Participation: Influence of subordinate manager
(a) Tam consulted about special factors I would like to have included
in the budget being prepared.
(b) New budget include changes I have suggested.
E Slack
(a) To protect himself, a manager submits a budget that can safely

be attained.

(b) The plant manager sets two level of standards: one between him-
self and subordinate, and another standard between himself and

superior, to be safe.

(c¢) In good business times, the manager submits a reasonable level

of slack in a department budget.

(d) Slack in the budget is good to do thing that cannot be officially
approved.

F Management by exception

(a) Unfavorable variances receive more attention than favorable vari-

ances.

The measure of task uncertainty is not shown here. See Van de Ven, et
al.(1976).
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