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ABSTRACT

The impact of discussing vs., not discussing salary action on process
characteristics (e.g., participation), content characteristics (e.g.
work-planning) and PA outcomes (e.g., utility and satisfaction) is
examined in a sample of supervisor subordinate pairs. Also contingency
factors are evaluated to scve if they moderate the impact of discussiug
salary. The results indicated that salary discussion tended to have a
positive impact on process, content and outcomes. Of the five contingency
1 ‘ factors investigated, only performance level had an intervening impact.
‘ Low performers, compared to the high performer group, evidenced a more

positive relationship between extent of salary discussion and PA

characteristics and outcomes. Reasons and ifaplications are discussed.




The topic of performance appraisal (PA) is heavily laden with
alternative perspectives on its purposes, prescriptions, and underlying
dynamics. 1ln contrast to the dissouant voices on many aspects of PA,
there is near perfect harmony on one aspect of PA. Over the past 25 years
many articles (Beer and Ruh, 1976; Beer, 1981; Meyer, Kay, and French,
1965; and McGregor, 1957) and textbooks (Wexley, 1979; and Porter, Lawler,
and Hackman, 1975) have concluded that the discussion of salary actions
during performance appraisal sessions has, at best, no positive impact on
developmental outcomes (such as subordinate learning and performance
improvement) and, at worst, actually thwarts the achievement of those
objectives. In addition, it is often suggested that discussing salary can
cause the subordinate to be defensive, clesed, and mistrustful.

An early catalyst to much ¢f this thinking was Douglas McGregor
(1957). He pointed to the many problems in appraisal and advocated a
management by objectives (MBO) approach that included subordinate
involvement in the appraisal process. A few years lucer, Herb Meyer and
his colleagues published a key article (Meyer, Kay, and French, 1965) that
recommended adopting "split roles in performance appraisal." They
reasoned that it was ineffective to use the PA tool to achieve subordinate
development and improve future performance and, at the same time, use Lhe
tool to communicate the supervisor's evaluation and determine salary
action. They advised, instead, that discussing the supervisor's
cvainscion and planned salary action should be accomplished separately
‘rom the developmental session. Although they suggested that this
recommendation was research-based, they presented logic rather than data
to support their argument that when pay is discussed other things are not

heard and people are defensive.
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The logical or theoretical support: provided for the "split roles"
advice was two-fold. First, discussing subordinate development and
planning future performance was said to require that the supervisor take
the role of helper. Discussing the evaluation used to justify the
rocommonded salary change action, on the other hand, put the supervisor in
the role of judge. Meyer, et al. (1965) argued that there is an
incongruity between these roles and atiempting to wear both the helper and
judge hats in the same meeting leads to confusion and generally
unsatisfactory results. Second, Meyer, et al. (1965) argued that since
the subordinate's self-evaluation is genorally more positive than the
supervisor's evaluation, the subordinate will tend to get defensive when
the supervisor shares his/her (lower) performance evaluation while
justifying salary action decisions. This defensiveness will severely
constrain the accomplishment of meaningful future work planning, goal-
setting, subordinate participation, and subsequent performance
improvement. They went on to point out that this defensiveness can even
prevent the subordinate from hearing what is said during the appraisal
sessfon. Finally they suggest that pay is so important to many pcople
that thay will go to the appraixal meeting focused on planned salary
action sud not hear many of the other things which are said.

Recent work in attribution theory also suggests the likelihood of
subordinate defensiveness. Mitchell and Wood (1980) argue that the
subordinates will tend Lo attribute performance problems to external
causes such as the job, company policies or even poor supervision. The
supervisor, on the other hand, will tend to attribute the causes of

inadequate performance to something lacking in the subordinate (e¢.g.,
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effort, ability, role understanding, etc.) rather than the context. This
disagreement on the basic causes of performance deficiencies could limit
the extent that constructive actjon planning and goal-setting will be
accomplished.

Meyer, et al. (1965) imply that while defensiveness may not be
avofdable, constructive activities and eventual performance improvement
stemming from the total appraisal process are possible. In their view,
the separation of the counseling or development activities of the process
into & separate meeting which excludes salary action discussion
facilicates the achievement of two crucial processes that cannot be
achieved in the eovaluation session: (1) high subordinate participation,
and (2) the establishment of specific work plans and goals. Participation
and goal-setting, in turn, are szcu as leading to goal attainment or
performance improvement. in a later article, Meyer (197_) goes even
further and suggests that pay not be related to performance level at all
and that only a counseling and developmental session be held.

There are several questionable assumptions that underlie the "split
role" perspective. One is that a supervisor can cffectively discuss
future work plans and goals without presenting (or reiterating) his/her
evaluation. It seems likely that the supervisor's evaluation will be
present in the developmental session simply because areas of perceived
weakness will be focused on.

A second assumption is that a subordinate will accept the separation
of the pay discussion even though it is an important topic to them. This
too seems questionable given the importance of the topic and the policy of

most organizations to counnect pay to performance. Indeed not discussing




pay may have the negative effect of denying an important reality and
crcating an articicial situation which both parties find unreal.

A third assumption is that the discussion of the planned salary
change action and the accompanying presentation of the supervisor's
evaluation of performance will have a negative impact on (1) the level of
subordinate participation, (2) the level of work planning and goal-
setting, (3) the extent to which the subordinate gains an improved
understanding of duties, responsibilities, and ways to improve
performance, and (4) eventual performance improvement. One argument why
discussing pay will imrpove these factors is that the inclusion of this
important topic will create a realistic situation that will motivate both
parties to better prepare for the meeting and commit more care and energy
to the discussion.

A fourth assumption is that situational factors ao not moderate or
alter the effects of discussing salary. The split roles prescription is
typicaily advocated for all situations despite the fuct that such things
as the favorableness of the rating, level of frequent feedback, and the
quality of the supervisor-subordinate relationship might influence the
consequences of discussing salary. Again, arguments based on other
research can be developed why all of these might moderate the impact of
discussing salary.

A review of the literature reveals that these assumptions have not
boen directly testod. The Meyer, et al. (1965) research was designed to
determine the impact ot criticism on subordinate participation, and work

planning on goal attainment. They did not directly test the impact of
8 3 y P

discussing salary action. The assumed negative impact of discussing
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salary action was either based on logic or inferred from indirect data.

Given the widespread acceptance that the "split roles of PA" perspective
has enjoyed and the frequency in which this advice is given, a direct test
of the impact of discussing salary change in an appraisal meeting is past
due.

METHODOLOGY
Sample

Two separate samples were used. Both groups consisted of supervisor
and subordinate pairs from nine different sites of a large multi-industry
company. The nine participating sites represented different industiries
ranging from nuclear energy to consumer products to aircraft engines.
Interviews with PA administrators at cach of the sites indicated that
there was a wide range of PA practices and philosophies across sites.

The first sample, called the "Before-After" sample, consisted of
supervisors and subordinate pairs that were scheduled to have an appraisal
meeting in the last quarter of 1979. Questionnaire data were gathered
from cach in September prior to the meeting ("Before" questionnaire) and
in Dccember or January subsequent to the appraisal event ("After"
questionnaire). This group was & random sample, stratified by the
subordinate's hierarchical level and functional area. Tt included
approximately 600 supervisor-subordinate pairs. The research plan
required that supervisor-subordinate pairs be identifiable by the
researchers. To accomplish this, individual questionnaires were coded by
the research staff at the university and put into envelopes labeled with
their names. These were distributed by personnel representatives in on-

site, ovne-hour group administration sessions. Upon completion of the



questionneire the respondents would iusert {t into a return enveclope.
These completed questionnaires were gathered by the personnel
representatives and sent to the rescarch staff. In a few instances
respondents selected the option of sending the questionnaires directiy
back to the university. A check of these direct mail-backs indicated they
consisted mainly of people not convened in group administrations. Due to
such things as geographical dispersion and frustrated attempts to get them
o scheduled group administration sessions, the personne! representatives
at a few sites had mailed the questionnaire to them to be completed and
returned directly to the university.

In total, data were gathered from 571 pairs. In some cases, either
the supervisor and/or subordinate responsas gathered before or after the
appraisal meeting were missing dre (o scheduling conflicts (including
rescheduling of PA meeting} und staffing changes (promotions, transfers,
cerminations, etc.) over the six-month period between sample
determination and the final data collection point. These changes and
conflicts left 233 pairs with complete data from each of the four
questionnaires, 322 pairs with complete subordinate data, and 311 pairs
with complete supervisor data.

The second group, called the "After Only" sample, consisted of
supervisor-subordinate pairs that were scheduled to complete an appraisal
session during the first quarter of 1979. This random sample was
stratifiad in a manuer simyiar to the Betore-After sample. They completed
the supervisor and subordinate versionsn of a questiounaire under

controlled circumstances similar to the first sample in September 1979.

The lag between the sctual PA meeting and the questionnaire administration
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averaged 7,44 months. Of the initial 600 pairs, supervisor and/or

subordinate data was obtained from 523 pairs. Complete data was obtained
trom 408 pairs. A total of 448 subordinates and 460 supervisors provided
data.

The questionnaires used in both samples included many of the same
items. In some casos, siight wording changes were required given
respondent differences (supervisor versus subordinate) and whether the PA
meeting was in the future or the past. The similarity between
guestionnaires provided us an opportunity to use the After Only sample to
test the replicability of the Before-After sample results and to determine
if the Before questionnaire had sensitized the respondents and altered the
way they responded to the After questionnaice.
deasures

Six questionnaires woere used: supervisor after-only, supervisor
betore, supervisor after, subordinate after-only, subordinate before and
subordinate after. The questionnaires administered aiter the completion
of the PA meeting included questions on the content and process character-
istics of the meeting, its outcomes, and the context of that event.
Questions reievant to each of those logical categories were included in
separate factor analyses. A principal component analysis with estimates
of communalities in the diagonals and VARIMAX rotation was used to
ident itfy the most reasonable interpretation of the salient dimensions of
tiie appraisa: meeting, its outcomes and the context of the PA event.
Pactors that: (1) had clear, discernible {tem factor loadings, (2) were

cesily interpretable, and (3) could be replicated in each of the four

analyses (supervisor ana subordinate responses in both the Before-After
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and After Only samples) were used in this research. Basic statistics tor
the resulting scales, including the Cronbach Alpha reliability
coeff{icients, are presented in Table 1. These scales utilized subordinate
percepticns after the PA meeting and do not deal with supervisor's v.ews
of the PA event.

As can be seen in that itable, the alpha coefficients for the Before-
After sample are generally quite good. The scales for the After Only
samples sometimes included a subset of items used in the Before-After
scales. The lower number of items on particular After Only scilces
contributed to some lessening of the cocfficient magniiude, but the alpha
levels are still generally acceptable. The items in each scale are

presented i Appendix T.
Insert Table 1 About Here

The scales dealing with the meeting characteristics involved those
dealings with how the event was conducted or process cnaracteristics and
what was discussed or content characteristics. The process variables
were: (1) Participation-Uwnership (from Greller's (1978) "ownership"
scale) which is more psychological than behavioral and indicates the
subordinate's perceived opportunity to participate in a sense of shared
responsitiiity for the appraisal; (2) Participation-Contribution (from
Grelloar's (1978) “contribution" scaie) which focuses more on behaviors
and eftfects and indicates the subordinate's perceived impact on the
decisions made; and (3) Supportive Climate which indicates the extent the
me~rting was viewed as relaxed, constructive, and trusting (vaersus

tense, destructive, aud distrusting). The content variables were:




(1) Work Planning and Goal-Setting which indicates the extent the meeting

included establishing future work goals, discussing ways to improve

performance, and sharing related information; (2) Career Development

Focus which indicates the extent on which the subordinate's future carcer
was focused; (3) Performance Attributes Focus which indicates the extent
the discussion focused on ithe subordinate's effort, results achieved,
job-related behaviors, and skills and abilities; and (&) Salary
Change Focus which indicates the extent the discussion focused on com-
municating and explaining pay decisions.

Three outcome measures of the appraisal event were used. Utility
indicates the subordinate's perceived amount of learning or improved roie
clar-ity that resulted from the appraisa. .weeting. This scale included
threc items from Greller's (1978 wtility scale plus two related items.

“he Satisfaction with PA scule includes three items from Greller's (197u)

satisfaction with the appraisal scale, plus several semantic differential
responses describing the subordinate's reactions (def.ated vs. enthused,
resentful vs. committed, anxious vs. calm, etc.). The third outcome was a
single item measure of the subordinate's perceived Performance
Improvement that resulted from the PA.  The responses were anchored in
phrases widely used and understoocd in the company and ranged from (7)
improved Very Much to (4) bStayed About the Same to (1) Fallen Off
Considerably.

Five possibie intervening situational factors were analyzed using
items trom the supervisor and/or subordinate "Before" questionnaires.
These data were collected two-to-three months prior to the PA and well in

advance of the PA characteristic and outcome measures drawn from the
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"after" questionnaire. The five contingency measures are: 1) a single !
item measure of the supervisor's perception of the subordinate's per-

formance level, 2) a three-item scale (alpha = .81) of the subordinate's

perceived job clarity which measured the extent job duties are clearly

understood, (e.g., "I understand clearly my exact job duties and respouasi-

bilities"), 3) an eight-item scale (alpha = .90) measuring the quality

of relationship between the subordinate and manager (e.g., tense vs.

. relaxed distrusting vs. trusting, hostile vs. friendly, etc.) as pre-

‘ ceived by the subordinate, 4) a8 single-item measure of the subordinate's

i belief that PA should only be done for the subordinate's develcoment,
3 and 5} level of agreement on performance which was determined by looking

at the diiferences between the supervisor any.aisal and the subordinate's
seif-appraisal.

p Analysis

» i : To adaress questions concerned with the impact of salary change
discussion on the performance appraisal meeting and its oulcomes, two

groups were created baseu on responses to the salary change focus scalc.

: The "not discussed" group indicated sdlary had been mentioned "not at all"

or had been "mentioned in passing.' The "discussed salary change” group

v included those indicating that salary discussion ranged from being given
b "mederate attention' up through "dominated the discussion.'" Mean levels

of cuntent, process and outcome variablies in each of those groups were

¥ evaiudted using T-tests.

-

o Given the centralness of participation and goal-seiting to the

;{ “"solit roles’ thosis, a second set of analyses cvaluated the impact of
4

fooned saldary actlon discussion under different levels ot those key variables.
44
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To do this, four groups were created by dividing the salary change

"discussed"” and '"not discussed" into high and low participation-
contribution subgroups. The "low participation’ group had disagreed with

such items as "influenced the goals that were set,"

and had & score of
less than four (out of seven possible) on that scale. The "high" group
had agreed with the participation items and scored four or higher.

Additionally, another set of four groups were created by splitting the

salary discussed versus not discussed groups into high and low work

planning and goal-setting subgroups. The "low' groups had indicated that
such things as "supervisor and subordinate plan future work goals' had
happened "not at all" up to "to some extent" (3.0 or less on the 7.C
scale), while the "high" groups had indicated such things happened "to a
iarge extent" up to a very great c¢xtent (greater than 3.0 on the 7.0
scale). The mean levels of the three criterion measures in each of the
two sets of four groups were evaluated using onc-way ANOVA. Where there
was an overall significant F-value, the Duncan procedure was used to
cvaluate the distance between each subgroup mean.

The five contingoncy factors described in the measures section were
used to evaluate the possibility that the relationship between salary
change focus and other PA‘variables may be situationally specific. To
explore this possibility, subgroup correclation analysis between the
exteat or salary tocus and other PA variables was used. The subgroups
used in the correlational analysis were determined empirically (mean
splits) or based on logical considerations.

The first factor--performance level--was used to split subordinates

iito 4 low to average performance level subgroup (N = 164) which consisted

-12-
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of those whose supervisors rated their performance as "slightly exceeded
normal standards" or lower, and a high performer subgroup (N = 133) with
ratings of '"exceeded normal standards" or '"far exceeded normal
standards." Previous research on performance appraisal has indicated the
importance of this variable. Notably, Cummings and Schwab (1973) base
their contingency model of PA on the subordinate's performance level.

High (N = 174) and low (N = 118) job clarity subgroups were created
Ly mean splits, as were high (N = 118) and low (N = 117) quality of
relationship subgroup. Both of these factor tap important dimensions of
the context in which the PA process takes place. Perhaps, jobs that are
more clearly specified present a context in which the information required
to address performance improvement areas are relatively easy to identify
and communicate. In such situsatious, the information load would be much
lighter and less subject to any distortion associated with discussing
salary action. Additionally, a high quality relationship could also
contribute to less distortion and more understaading since the
subordinate would be more trustful and both would have a sound basis for
working through any defensivenoss.

The subgroups based on the subordinate's belief that PA should be
done for the subordinate's development were created by placing those who
responded with "strongly agree’ to "slightly agree" into the "agreed"
subgroup (N = 96) and those who responded with "slightly disagree” up
thraugh "strongly disagree" into the "disagreed" subgroup (N = 216).
Those that reported they "neither disagree nor agree' were excluded from
the analysis. 1Inclusion of salary action discussion is seemingly
rncons istent with this beliolf and could be particularly problematic in

Lthose circumstances,

-13-
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The final contingency factor evaluated was the level of agreement or

performance level. This measure was developed by subtracting the
supervisor's evaluation trom the subordinate's self-appraisal of current
performance. These items mirrored each other closely and has the same
anchors. Pairs in which both indicated the same evaluation or were one
off from each other (i.e., the difference score was 0, 1 or -1) were
designated as the "agreed" subgroup (N = 222). Those pairs in which the
subordinate's self-rating was greater than the manager's by two or more
(i.e., the difference score was two or more) with in the "disagreed" group
(N = 59). Appraisals where a basic disagreement on performance level does
not have to be worked through should be much simpler and a constructive,
non-defensive discussion of ways to imporwve performance is more likely to

take place.

RESULTS
The analysis of the general impact of salary discussion is presented
in Tuble 2. The results in the Before-After and After Only samples arve
quite consistent with cach other and in exactly the opposite direction
predicted by the "split roles” logic! Wherever there is a signficant

difference between the salary change "discussed" and '"not discussed"
y 8

groups, it is in the direction of the group that focused on salary change

having a higher mean value. This result is replicated in the second

sampie on some of the variables central to the "split roles” thesis (i.e.,
work pilanning and goal-setting, utility of PA, ard satisfaction with PA).

Fhe rositlts of the analysisn on the participatfon-contribut lon soale

narrowly miss being replicated in the After Only sample (p = .056). Of
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the remaining comparisons, only one does not follow the same pattern and
i that case the means are numerically the same (supportive climate in the
Before-After sample).

Insert Table 2 About Here

The second set of analyses focused on the combined impact of
different levels of participation or work planning and goal-setting and
the extent that salary change was discussed on the outcomes of PA. The
analyses addressing this i{ssue are presented in Table 3. Again, the
results present a4 consistent piciure and, again, the results do not

contorm to the predictions derived from the "split roles”

logic. Clearly,
extent of salary discussion is not exerting a powerful influence. The
results of the Before~After sample guite consistently present a pattern of
the two high work planning .ud goal-sctting and the two high participation
subgroups (#4 and #2 columns) being the highest on the three criteria
moasures irrespective of whethar salary change was discussed or not
discussed. With oue exception, this same pattern was replicated in the
After Only sampie. In the exception, the discussed salary subgroup (#4)
1s significantly higher in level of performance improvement than the
subgroup that did not discuss salary change (#2). When participaticn or
work planning and goal-setting was present in lower levels (subgroups il
and #3), the criterion mean in the subgroup with salary discussion (#5) is
cituer no different or significantiy higher than the "not discussed"
subgronp (#1) wean. The three instances where the "salary discussed"

subgroup (#3) was higher occurred in the Before-After sample and is not

replicated in the After Only samples.

-]5-
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Insert Table 3 About Here

The results concerning the five contingency factors are presented in
Table 4. To aid the interpretation of the subgroup correlational
analysis, the zero-order correlations for the whole sample are also
presented. Only performance level, as evaluated by the supervisor prior
to the PA, appears to have a consistent intervéning impact in the Before-
After sample. All of the correlations in the subgroup whose supervisor
rated their performance as average or below are higher than the
corresponding correlation in the high performer subgroup. In five out of
the nine correlation pairs, the difference in magnitude is significant.
Work planning and goal-setting, participation-ownership, and satisfaction
with PA is significantly more positively correlated with salary focus in
the low to average performer subgroup than in the high performance
subgroup. Two additional variables contral to the "split roles" logic--
participation~-contribution and utility of PA--also showed a definite
trend toward this same pattern (the z-values are in the .05 < p < .10

range) .

There is marginal evidence in the Before-After sample that the level
of agrecment betwean the supervisor's performance evaluation and the
subordinate's self-evaluation impacted the relationship between the
extent of salary discussion and the content, process, and outcome
characteristics of performance appraisal. Here the subgroup that

evidenced disagreement in ratings tends to have higher positive

-16-




correlations between salary discussion and other PA characteristics. The
magnitude of tLhe correlations with participation-contribution was
significant at the p < .10 level, while the correlation with supportive
climate reached the .05 alpha level.

As is the case in the previous analyses, the contingency predictions
derived from the split roles logic are not supported. The pattern of
differential correlations between the performance level and level of
agreement in performance evaluation subgroups not only does not support
the thesis, but tends to be in the opposite direction.

A replication analysis on the five possible contingency factors was
performed with the After Only sample, but are not included in Table 4.
The pattern of relationships found in the Relore-After sample were not
generally confirmed. For the most pzit, the magnitude of all the correla-
tions in the subgroups were fairly low and did not depart significantly
from zero. This is no doubt traceable to the lower correlations with
salary change discussions found in the total After Oaly sample (see
Table 4). The clear pattaern of lower correlation found in the After Ouly
sample are, at least in part, explained by the generally lower
reliabilities of those scales and, in particular, by the unknown (but
probably lower) reliability of the single-item salary change discussion
scale. Additionally, the longer time lag between the appraisal meeting
and completion of the questionnaire (7.44 months in the After Only sample
versus around two months in the Before-After sample) and the increased
problem of faulty recollection of the PA meeting with the After Only

sample can help to axplain the lower level of correlations.

-17-
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DISCUSSION

The results are in marked contrast to the usual wisdom about the
impact of salary action discussion on the performance appraisal meeting.
First, the results of the T-test analysis point to the conclusion that
where there is a relationship it is positive,. Second, the ANOVA results
underscore the conclusion that discussing salary change does not have a
negative impact on the three outcomes of PA. 1t does confirm the positive
relationship of participation and goal-setting to PA noted by Meyer, et
al. (1965), and many others. This second analysis indicated that the
positive impact of salary change discussion is quite weak and is
overshadowed by the effects participation and goal-setting have.
However, there were some indications the¢ salary action discussion had
more of a positive impact when participation and goal-setting were present
in low amounts.

Finally, the subgroup correlational analyses found one intervening
variable that consistently moderated the generally positive impact of
salary discussion to the PA ecvent. When performance, as rated by the
manager prior to the interview, is low or average, salary action
discussion was significantly correlated with all of the content, process,
and outcome variables investigated. The key PA variables we have focused
on frequently (i.e., satisfaction with PA, utility of PA, work planuin,
and goal-setting, and participation-contribution) had the highest
correlations, ranging between .28 and .45. However, when that performance
rating was high, all of those correlations were not significantly
different from zero. Furthermore, the difference between each pair of

correlations reached the p < .10 level seven out of nine times.
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The next question is: Why? What cxpianation is there for these
results? One possible explaination is that when the performance appraisal

session contained & salary discussion it was more substantial in terms of

information. This increased level of informdtion, in turn, facilitated
the achievement of higher levels of participation, work planning and goal-

setting, utility, etc.

There are two likely reasons for this. Fivst, presenting tle
specific amount of salary change can be informative in and of itself. .t
( can help communicate what particular aspects of the subordinate's
l performance are really valued. Note that g particular item in the ntility
scale is, "l have a clearer understanding of what my supervisor expects
J from me." Also low satisfaction stemming from being evaluated by unclear
or unxuown criteria could also be umproved by the increase in information
presented to the subordinste. Second, having a salary change discussion

can contribute ndirectly to the iunformation content of the PA by

) CnLOUTGging the manager to give more specifics to back ap the evaluation.

Presenting an evaluation associated with a low or mediocre pay raise cuan

be guite uncomfortable.  Perhaps the supervisor relieves some of tliis
anxiety by preparing for the intervicew more completely and, thus, is able

to back up those uncomfortable evaluations with specific details. The

managers in the "salary change not discussed" group would logically find

L much caster to gloss over those negaltive cvaluations quickly or not at
ail, or porhaps sandwich them between a couple of uninformative positive
comments . Many duthors have noted the positive impact of speciric,
concrete feedback (Locke, 1968; and Porter, Lawler, and Hackman, 1975),

and the tendency of supervisors to avoid confronting poor performance
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(Lawler, 1981). Certainly, being in the position of having to defend
against such comments as, "How come I'm not getting more money," would
provide plenty of eancouragement to cither have a response to such
questions or provide that information up front. Managers that do not
present salary change information lack this situational prod to be
completely prepared for the PA session and more descriptive during it.
The contingency analysis results that performance level moderates
the ceffects of salary discussion support this line of reasoning. The
4 finding that salary discussion was more positively related to PA
l characteristics and outcomes with the low or average performer can be
partially explained by an increase level of preparation and care in
| execution by the supervisor to handle tnis particularly difficult
situation in which the subordinate must be told that performance is

g lacking and salary change will reflect that fact.

A second possible explanation for the results is that the discussion
of salary may energize the discussion. This, in turn, can lead to real

subordinate participation, which has been shown to favorably affect

commitment to the objectives set and enhance the subordinate's
understanding of the objectives (Mitchell, 1973; and Maier, 1970). The
vresentation of specific information (like the explanation of why he/she
15 getting such and such a raise) gives the subordinate something to react
to and elaborate upon. Whether or not the increased subordinate
invoivement stemming from salary change discussion is positive would
depend primarily on the manager's skill level. The company in which this
research took place has demonstrated a fairly high level concern that

performance appraisals be done effectively. Their willingness to fund
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this research effort, as well as others, is one manifestation of this
concern. Perhaps, with a less concerned company and a less skilled group,
the manager would not be as gencrally able to turn salary discussion
induced subordinate involvement into positive outcomes.

Related to this point is the view that the subordinates want to
discuss pay since it is important and they see a natural reiationship
between pay and performance level. When it is not discussed, they do not
take the discussion seriously enough since it is not dealing with
important topics, hence they are neither satisfied, energized, nor
mot ivated to participate.

The above explanations of the results obtained has strongly
suggested that salary action discussion contributes to subordinate
learning (&8s measured by the utility scale) and satisfaction associated
with PA through its positive impact on work planning and goal-setting and
participation. While not definitive, due to the cross-sectional nature of
the data, some preliminary path analysis has supported this point. When
utility was regressed on all process and content characteristics in the
Betfore-After sample, the beta weight for salary change discussion was not
significant. The beta weights for participation (.15) and goal-setting

(.49) were significant, as were the zero-order correlations betwcen

salary discussion and goal-setting (.31) and participation (.19).




CONCLUS10ON

Overall, the data suggests that it is a mistake to create formal PA
procedures that "outlaw" the discussion of salary action in appraisal
meetings which focus on subordinate development and attempts to improve
future performance. At best, excluding salary discussion may not hurt
anybody. Our data, howeve., strongly indicate that the exclusion of
salary discussion will not improve the process by facilitating
subordinate learning or satisfaction with PA, or contribute to eventual
performance  improvement. (ther aspects of the PA mecting (e.g.,
participation and work planning and goal-setting) appcar to be much more
critical to the effective functioning of a PA system. Those other aspects
are what should be focused on. Concern witli when and where salary change
discussion takes place not only appears to distract PA system designers

rrom more important issues, put it may also give them an unjustified sense

ot security.
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i Appendix I
SCALE DESCRIPTIONS

Process Variables:

A. Participation-Ownership :

1. My supervisor dand 1 share responsibility for the way the appraisal
h went.
My supervisor invited my participation.
3. The appraisal covered most of the issues that were important to me.

VAN 5]

B. Participation-Contribution1

1. 1 made suggestions about how the job might be done differently.

2. I had an impact on the way things were to be done in the future.
{ 5. 1 influenced the goals that were set.
| 2
C. Supportive Climate

Please circle the number that best described the appraisal interview:

Tensc vs. Relaxed
Friendly vs. Hostile (Reversed)

1o —

3. Constructive vs. Destructive (Reversed)
4. Trusting vs. Distrusting (Reversed)
5. Open vs. Reserved (Reversed

Content Variables:
D. Work Planuing

Please indicate to what extent the appraisal and/or interview actually
accomplished purposes listed below:

»

6
} o . . . - 3 :
“1. Supervisor and subordinate plan future work goals. ]
- . . ‘ 3 i
T “2. Advise subordinate on how to achieve career goals. {
b 3 I
. “3. Plan developmental activities for the subordinate. H
B " P . . . . 3 ‘
) “4.  Lay out specific ways in which subordinate can improve performance. !
3 . o . . , 3
2 “5. inform subordinate of job roquirements.
b . o ’ . . 3
“o. [nform subordinate of skills lacking.
. 4
;: 7. Setting future performance goals for me.
. . . 4 :
;' 8. Ways to improve my performdnce. ;
’ |
p |
)
-

Sh A T



. . . 3
E. Lbincuss Performance 4t ributes

- what extent was the actugl evaluation of your performance bhased on (ae
tollowing?

1. The results T achieved in my job.
2. My job-related behaviors.
3. My skulls and abilities.

“4. The effort I put into my job.

F. Carcer Development Discassion

How auch was cach 0ot these arodas doscussed?

t. My carezr aaaq personal development.
2. Specific carcer development goals for me.

G Saiary Change Discussion

How much was cach of these areas discussed?

1. My saiary

Please andicdate to whdat extent the appraisal and/or interview actual.y
accompl ished the purpose listoed below.

%2. Jetermine appropriate pay.

“3. Communicate and explain pay decisions.

suteomes of the Appraisal Process:

i Utility of A

1. The appraisal hclped me learn hiow [ can do my job better.

2. I jearned a lot from the appraisal.

3. 1 have a clearer idea of what my supervisor expects from me because
of the appraisal.

4.

. obtatned information that enabled me to make specific changes to
better my performance.
». L more clearly understund my exact job duties and responsibilitics.

. Gl
Satasfaction with PA

i. T was satisfied with the review.

2. 1 feel good about the way the appraisal was conducted.

3. There are many ways in which 1| would have liked the appraisal to be
Adifferent. (Koeversed)




J. Subordinate's Perceived Performance lmprovement

(1) Improved very much, (2) Improved, (3) Slightly Improved, (4) Stayed
about the same, (5) Fallen off slightly, (6) Fallen off, (7) Fallen off
considerably. (Reversed)

Response Scale Information:

1. These items used the following seven-point response scale: (1)
Strongly Disagree, (2) Disagree, (3) Slightly Disagree, (4) Neither
Disagree nor Agree, (5) Slightly Agree, (6) Agree, (7) Strongly
Agree.

!
t As a result of performance appraisal, my performance has:

: 2. These items used a seven-point semantic differential scale format.

1 3. These items used the following five-point response scale: (1) Not at
l all, (3) To a moderate extent, (5) To a very great extent.

4. These items used the following five-point response scale: (1) Not

mentioned, (2) Mentioned in passing, (3) Given moderate attention,
! (4) Given considerable attention, (5) Dominated the discussion.

“Indicates item was not included in scale for the "After Only" sample.
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