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ABSTRACT

This research tested some aspacts of the contiagsrcy
modal of manageaent, specifically whether <£ficzms in <hs
apparel, wood, chemical and aerospace irdustries adapted
their budgstary processes to the nature of their respective
environmenrts. The hypotheses were that taere are no jiffer-
ences in the budgetary processes of companies operating ia
different industries, and that thare are no differeaces in
the budgetacy prccesses of high and low-perforaing companies
d4itnin the same industry.

A profile d=scribiang the <c¢verall ozgarnizaticpal aad
budgetary characteristics of each iadustry was construc<zd

f

using dara agquired from interviews with corpocate execu-
tives. Profit-center c¢rI majer divisional executives also
provided data through surveys on the behavioral aspec*s of
the budgetary process in =ach industry.
Discriminant arnd variance analysi
that there ware differences across

s technijues showed
T

he
betweer the high and low~performers witaia ax industry.

industries, and
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INIRODUCTION

A. OVERVIEW

The "Contingency Theory" of managemant stiat2s that the
performance of an orgapization is a fuaction of the degc-es
of "fit" petween the characteristics of its environmeat and

DAEY Syt wt_ A

those of its managemeat systeas, Lawrence and Lersch
[Ref. 1], Burns and Stalker (Ref. 2], Wwoodward [Ref. 3].
Therefore, organizaticns operating in different ernvironmeuts
ought to aprroach decisiona makiag (aand ic par:icula: budg-
eting) diffsrently, these diffs-ences bsing rz.ated to zhose
tetweer their respectitive eavi-onnents. Thete is a paucizy
cf smpirical izformation on how organiza<icns actually adapt

LY

Py

i s

th2ir Dbudgeting activitiss <o <their envircnments. Ta=
pucpose of this research is to 2xplore the nature Of the
adaptaticns of budgeting systems 5> the diffezent envirca-
ments in firms taken from four diffsrant industries: (aero-
space, wood and pagper products, <chsmical, and apparel).
More specifically, this study will:

1. Compar2 and ccntrast the budjetary procssses employed
by firms in cne 4industry, with <+those used in the
three other ipdustries.

2. Examine whether or not the "high-performers® in a:n
ipdus- have budgetary processas that more clcsely

La%a alotart

% 0.

4

)Y YO .
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"fit" their environment.
Hopefully tha ressarch findings will assist managers of
organizations to evaluate their own budgetary systeas in
view of the techniques employed irn their industry.
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N B. BACKGROUND
¥
The works of Burns and Stalker, Woodward, ard Lawrszca
v and Lorsca, suggest that differeac external <techaical zad
72 ecoaoaic condi“ioas require diffarent ozganiza<iornal
" systems. Buras and Stalker [Ref. 4], point out that cragarni-
zations iz more stable industries tead to be aore "mechan-
LQ istic", tneir management Dbeing characterized by more
o reliance on formal rules and proceduczes, dacisioans r=2ached
;} at higher levals, and narrowsr maaagsriali spans cf contrzol.
Conversely, organizaticns operating in =more dynamic indus-
Ef riss tend +to be awmcre "orgarnic*, characterizsd by widec
i§ spaas of supervisory ccntrol, 1lsess celliaancs upoa <fcrrmal
i; pcoceduses, and emphasis on da2cision maxing at  tae a3ildls
lev2ls of the organization.
:i Budgeting is a key managsaent =20l for any ocganiza+ica,
f% rzgardlasss of its environmeat . If the ccntiagency theory is
1) valid, <then orne should find diffarences in <he budgetiag
. systems of firms opperating ia d4ifier2ant envirooamsnts whers
'52 . Giffereat technical and economic conditions  prevail.
‘51 Furtheremore, the "successful" organizations, (meaning <he
:? “high-pszformers"), in ocns type of 2nvircnment should show
' strong similarities in the design of their budgeting
;3 systems, as tne "fit" between the budgating system and the
3; characteristics of the environment is a cecessary condition
) for biga-performance in the contiajeacy modei. Conversely,
= it is hypothesized that the 1low-performers will have acre
FE diversity in their budgeting systems as the "fit" with the
i: environment will not necessarily be presexnt.
b L

.

Merchaat (Ref. 5], recognized that few eapirical
research studies had been conducted in accounting to opera-
tionalize the contingency model of aanagement. He conducted
an empirical research to test <*the hypothesis that organiza-

. tional perfcrmance is higher where there is a "fit" between
the corporate coantext, or internal savironament,

b
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H% and ths design and cperation of tne budgeting systea. H=
Qﬁ : defined the internal environment of <the organization as che
. size, diversity, and degree of deceantralization arnd sought
1N to detsrzine <he effects of these variables oz ccrporate
? budgeting processas and practices in the eaelactronics
Sj X industry. Masrchant's findings were that performance, meas-
. ured by individual self-ratings, was higher for orgazniza-
g: tions where the type cf budg=tary strategy 2docptw=d
; (administrative versus intarpersonal) conformed to the siz2
r; and diversity of the company. This study uses iastrudents

adaptzd from Merchant to measure che chacacteristics of the
budgetary processas. However, it seaks tc isolate the effect
¢ the external eavircnment oOn the organization's budgetacy

ﬁi&"s.f--&{ A

processes rather <=han that of Internal envi-conaenzal vazi-

ables. For this purgpcse, four industriss have been scslectad

N each characterized by diffsrzent technological arnd scornomic }

conditions.
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A. PUBRPOSE

The purpocse of this rasearch is to =xamine the ciarac-
teristics of the budgetary processes eaployed by <firas irn
four indus*ries, and to study the effacts of the external
environment on those processes,

B. - HYPOTBESES

In their null form the hypotoesis <testa2d iz this

research are the follcecwing:

1. Thecze are no differences in thée Ddudgetary processes
of firms operating in d4ifferaat industries.

2. Ther=2 are no diffsrencss in tas budgetary processes
of high and 1low-performirng firms withirn <the same

industry.

C. THE VARIABLES

This study examines the effect of ths independant vari-
able, "the envircnment®, upor two dependant variables: the
characteristics of a firm's budgetary process, and i+%'s
performance. These three variables are operationaiized

successively:

1. Ibhe Eavizvonsent

This research uses Duncan's model to define and

classify relevant types of environments. Duncan described
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ey the environmert as the totality of the physical and social
.32 factors *ha* are taken into coasidsration in tie organiza-
k)
N ione. He <£further diffzrentia<ted bestwgen the sysztants
MO internal and sxternal environaent:
%
oy The  ZInternal environment consists of <those <csievans
VI physical and social factors Wwithi:n tae boundaries c¢I zhe
9rganization or spscific decision unit that ar=2 taks:z
Nl difectly iato _c¢onsideration in the decision-making
o behavier of 3individuais_in <that systea. The externail
oy environmeat consists_ of those rei2vant physical  and
Y social factors K outside the boundari:zs of <tTa2 ozganiza-
e tion or specific deocision uni+t that ace taken directliy
. into ccasideration (Ref.
M| Duncan identified a number of componeats, or major
: divisions <¢f an eanvironmeat, and <for each componsnt as
i, . [P - - . -
}z fur-her identzified a nuamber of factors. Thz 1lis=t ¢f comto-

nents aad factors is reproduced in App2adix aA.

e

':; Duncaa inferred from the previous work ¢f organiza-
;;? ticnal thesorists that two environazenzal dimensions existed:
fﬁ . ‘the sipple-complex dimension and the static-dycamic diaen-
: sion. An ervironment is classified as simple if the factors
ﬁé in .the decision unit's environment are few in nuaber and arce
$g similar %o one another in tha®t thay are located in a faw
f@ coaponeats. It is <classified as complex if +ihe factors ic
- the decision unit's environment ar2 large in number (ibid).
?i& The other dimension of +the 2avironmeat, static-dyrnanic,
‘;b indicates the degree to which ths factors of the decision
&2 units internal and external environment remain histo-ically
5 unchanged (static), c¢r are in a coantinual prccass of change
&E (dynamic). The static-dynamic dimension consits of two sub-

dimensions. The first considers tas da2gree to0 which factors
in the internal/external environmant remain unchanged over

”’

)
L

s

5! time, or coatinue tc change. The second focuses on the
2{ ‘ frequency with which new and different factors must be
iﬂ considered by individuals ir the decision making process.

A4

E.h_" -

o

At

: «

.::: 1

2

nJ
o
PR

v

O £ A N TGN SRS
..I:-"} .E:L.M.P,'.- '_-\:p\.p\' LY '_.\: ‘. 9



Loy Pt R e At AN R it SN e e e RN, EVETR I R

e Vs e O . -~ e Vo 1 - ‘

\: ‘
(

" 1

N . . . ?

> Duncan's conceptualization of the envircamen< is

N expressed in Appendix B. Combiziag the twe dimansions

produced four cells, each cell representing a type oI exvi-
ronnent characterized by its 1leval of complexity a its
changeability. The four cells, therefore, =repre
increasing degree of perceived uncertainty for tas inidi-
vidual decision makers, cell one (simple/static) Iepre-
s3nting the lowest level, and cell £four (coaplsx/Jiynamic)
the highest lavel of uncertain+y.

Four industries vere chosen for this research, =each

b
‘e *.

L4

cd
2ant aa

7]

L.!f c: [N

PPy )

having an envi.onment corresponding to one o0of Duacaa's
cells. The selection of the industriss was based on tha

T
opinions of sevaral experts ia <the £ields <c=f ~corporate

P &S

financa, ecoromics, ard mausagea3nt. he apparel manuf

turing indusiry was selected to rzpreseant cell number ore,
typified by relatively few £factors aad components in <the
anvironment, <that are somawhat siailar to 2ach other, and

AN VN4

which remain constant over tima.

Cell two, characterized by a large number of factors
and components in the environm3nt that are rela<tively
dissimilar yet basically constant, is represented by the
wood, paper and paper products indastry. Companies in this
industry must consider a wide variety of factors such as:
demand f£fluctuations precipitated by coastruction <trends,
environmental impacts, the effects of weather or its sources
of supply, the effects of pests/parasites, governmeat regu-
lation on wood cutting, etc. These fzactors bear little
similarity to one ancther and nhave been historically rele-
vant factors in this industry.

Cell thres, represented by the <chemical industry,
has an environment typified by a small number of factors and
comaponents, somewvhat similar %o each other, but subject to
considerable change. The rapidly expanding tecknology of

e.
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today's society has mada it imperative that chemical B
manufacturers constantly chenge internally in crdesr +to -
supply +<hose products demanded by their markets.

' The fourth apd final cell is the most dynaric, and
exemplifies an envircnment with a large number of factors
. and components. The fac*tors and components ars not similar

Y
»

to each other, and are continually chaanaging. The aerospacs
industry was selected to represent this environmental cell.
irms in this industry must considar a very lacge rumber of
factors, often very dissimilar, such as raw matsrials scar-
city, uncertain demand, labor shortages/disputes, economic
uncertainties, etc. PFurthermcre, <¢he aerospace irduscry is
: at the fcrefront of technology, 12 the most dyramic of the
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2. <Thg charactaristics Qf

The characteristics of the buadgetary procsssas wers

- Y b ar A

trokern down into a ‘"mechanics"™ coaponsnt which identifiss
tha formal design of the budgetacy system, and a "behav-
icral" component which identifies the behavior, motivationrns,
and the attitudes of the d2cision makers withia an orgariza-
tion toward the budgetary process.

The "mechanics" quastionnaire looks at the existence

PN O B Ny
A}

of formal long-range and short-rang2 financial plans, and at
their formulation and approval procasses. It covers:

1. structures of the organiza<%ions

2. the degree of centralization ia decisica-making

3. the horizemns of the long and short raage financial

LLL LUK

Dy

¥

e S F g Rl ~o e B D - ) LA RPN R § - § 3 D

plans
4. the updating of the plans
S. <the detail of the plans
6. the input, approval, and implenantafion process
7. the variances computed
8. the data processing systea

13
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9. the use of computer generated models or simulacions

1. the use <¢f flexible or zero-based budgseting tachrni-
quss

The first part of <the “beghavioral" gques<ionnaire
used ty Merchant was an abbreviated version of the Swieringa
and Moncur quastionnaire [Ref. 7].

Merchant performed a2 factor analysis on his data
which idseptified six factors. For this research, *the nighest:
loading variables in eaci cf Mezchant's factcrs ware
retained, in total =ighteen of the thirty-sevea itz2as ia
Merchant's survey were us2d. MYerchaat's factors and nighesz
loading variables are prasented in Appendix C.

In addition <o this gquestisnnaire, +he four cthe:s
iastzuments used by Ms2rchaant dsr2 retained for this
rasearch, ie.

1. 2 fivae-item scale measuriag <he usefuiness of budg-
eting, develored by, Swieriaga aad doncur (ibid), and
Bzuns 3ad Waterhouse [Ref. 8],

2. the three-item Hackman and Porter scale measursing
motivation and attitudes [Ref. 9],

3. a seven-itenm Hacknan and Porter (ibid), scale neas-
uring <he link between budjet performance and the
corpcrate reward systenm

4., a series of questions d2aling with slack and manipu-
latica in the tudgatary process

The ccoplete "behaviorali®™ questionnaire is therefore essen-
tally that wused by Merchant, but reduced in length where
possitle.

D. PERFPORBANCE

The specific firms chosen to rapresent each dindustry

were selacted from PFPortune Magazine's 1list of the five-
hundred largest and five hundred sacond largest industrial
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corporations in the Unitad States. Thesa comparniss arz
ranked Dby gross ravenuss. Th2 saaple dincluded ail

companies in 2ach of the selected industries which appeared
for the last three ccnsecutive yeacs in either of the lists.
This technique yielded & sample that contained Zwernty-eigat®
companies in the apparel industry, <fifty-two companies in
the wocd industry, sixty companies in the chemical Ziadustry,

Y

e D Wl by bl g™ L

AL L AA S L o 2Ry LT

and nineteen companies in the aerospace industry. The oriy
excaption w0 this gprocedurs occurrad in <the aerospace
industry. This group constituted th2 smallest portion of the
; sanple. In order to increase the potential da<a collected,
an additioral firm was included with gross rfevenue just
under the cut-off for inclusion in the Fortune's iists.
Return on sales, and change in sales were selected as

SR -t e

B " s
LIPS VS

.
-
.

pecformance criteria, usiang data for the thres most recent
y2arcs. Return on sales, and chazge in salas ratas for =ach

M X

firm were compared against the industry medians published by
Fortune. Any company whose calculated rates ware higher than
the industry median in both categories for all three years
was considsred to be a M"high-performar”. The remainder of
the comparnies were considered to be "low-perforaers" for the

N Y oY%

purposes of this research.

&

E. SIZE

o

In order to account for the effact that size may have on

P

the budgetary processes, the selected firms were classified
as either ™"™small” or "large" withirn each induszry. The
criterion for this classificaticn was the particular list
that a firm appeared orx. If it wvas on the largest five-
hundred list for at least one year out of the three exanm-
ined, then it was considered to be a "large" company. If, on
the other hand, the company naver appeared on the largest
list, then in was considered "small" for purposes of this
studye.

15

I AR Y S B T ALY LT OO




A hrat |

Sk it £y N - o™ ; -
P PN & ] L4 LA ) LI . A « A Attt i n a L U GRS AT e T e TAR AR W T, -

f
N
5 :
 %
: III. BESBARCH SIRATZGY
x.‘ "
ﬂ; The strategy for collecticg to2 data combipad tae usag:
3: . of perscnal interviews, telzphcz2 interviews, and mailed
. survey Juestionnaires. Each firm in tae sample wWwas mailsd a
i; lstter intrciuciag the project 12d soliciting participation.
ii These letters wesra addressed to tha Chief Piaancial Cfficer,
- Or conmmensurate corpcrate lev2l m2nager. A *eiephcene call
- was then made to the adiressee to determina 2ach company's
§ willingness *o participate, and ta2 degree of participatioa
v tha< could be eoxpec+ted. Each firm was asked to previde an
P intarview with a2 manager who could d25cribe the a2acnanics of
e the budgetary system in ths orgaaizatioa. These interviews
{2 were, for the most part, coniucsz2d with a cerperata level
S ?xecutive, usually +«he Chiaf Fiaazcial Officar, <Coatroller,
* or planning nmanager. Jdost of *h2 companies z2greed <tc the
o telephorne intervisws, and an audis tape reccrding of each
;5 ’ was ‘made. A few companies requested tnat their input be via
.ﬁ the wri=ten format, and one corporate official was inpter-
‘ viawed ip persorn. The chief <fipnaancial officer, or perscr
< granting the "mechanics" interviews was asked to provide the
;g nazes and addressas of at least £filtveen of the lowest level
Ef profit~center managers in the coampany for pa:ticipation irn
- the behavioral part of the survey. If the company 4did not
p, have profit centers, c¢r was reluctant to grant peraission to
ﬁ survey its profit-center managars, than major cost-cente:r
ﬁ managers were substituted. Approximazaly ninety percent of
- the respondents were profit-center aanagers. Generally, the
:Q ) profit-center managers wers division maaagers. Five coapa-
o nies in the apparel industry, six ZiIn the wcod industry,
e fourteen in the chemical industry, and ten in the aerospace
L - industry participated in the "“mechanics" interviews.
,é
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Howaver, as can be seen below, a9t all of +these companies
agreed to participate in the "behavioral" survey.

The managsrs identified for the "benavioral" sucvey were
sen+ individual packets containiag inszructicns foc
completing and returning the survey. ds plannz4, a2

[(}]

majority of =cesponses were recaived directly f-om ta
manager beirg survayed. Ia total, two-hurdred zad thicty-six
participants were provided. A breax~-down of tane "behavicral"
participants by industry follows
1. apparel: four companies provided fifty-eight pazzici-
pants
2. wocd: five comraniss provided forty-six par<ticipants
3. <chemicali: ten ccmpanies provided eighty participants
4. aerospace: seven ccampanias provided fifty-twe partic-
ipants
Cna-hundred and eighty cf tha guestioanaires wece b
and returned in time tc be izcorporated iz the analysis
prazsented in this thesis, £fer a a2t participation ra<e of
seventy~-six percent. A b-eak-down of "behaviorai"
dents by industry follows:
1. apparzsl: thirty-seven responsss
2. wood: thirty responses
3. chemical: sixty-seven responses
4. aerospace: forty-six responsss

(8}

[}

U
(]

3]

[}
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IV. ANALYSIS

The analysis for this research has been broken down into
two areas. The first is a descriptive profile of the samplad
firms in each of the four iadustries prepared froa <the
"pechanics" intervieus. The second area is a statistical
analysis of the "behavioral" da:a.

A. PROFPILES

1. ZIhe Appazel Indus

o+
"

x |

Five firms f£rca thae apparel iadustry participa<ed in
the "mechanics" porticn cf +the res=arch. They weze organized
maialy along prcduct lines with tha exception 2f ore coapany

that was organized functionally. Decision-making was morce
centralized in this industry thaan iz any of the other threa .
industries.

The majority of tha firms bhad profit ceaters within
th2ir organizaticas. Three of the five companiss aad formal
long-range financial plans with horizons rangirg from three
to five years. These 1long-range plans wec-e preparad aand
updated cn an annual basis. All of ths coampari2s had arnpual
fudgets that contaiced detail=d iaformation broken dowa tc
the cost-center level. The aanual buigets ware prepared for
monthly, or wmonthly and quarteriy iacrements. The “hree
firms <+that had formal long-range <£inancial plans updated
their annual budgets on either a quarterly or yearly basis.
The two firms that had no formal long-range financial plans,
did not update their annual budgets. All five firas did
extensive variance analysis.

The three companies that nad <£fcrmal 1long-range
financial plans alsoc bhad a corporate budgeting or piarnning

18
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manual, or were in the process of developing one for Ziaze-

" e W e e

diate use. The two £firms that had no formal loag-range gplas
had n¢ ccrporate planning or budgecting aazual, atd iszusi

_c semm e a

liztle or a0 guidelirss and assumprioas for +he prepara<ion

of the budget. The cther thres firms issued extensive guids-

"e” s atac

[}
lines and assuaptions =z33ardizg ch2 sconoxz

3

Te =aflazicso,
labor rates, matarials costs, overhsad costs =tc.
There was a wide variety of responses ccncerning tae

actual budgst <fermulatioz and approval process, and +thers

.. 1lx 4. v S_SIEEmA.

was LO Observable va*tern fcr tas usage of: £lexible orC
zero-based budgeting, or computrerizad mcdels ¢or simulatioas.
Those companies +*hat had fecrmal long-range <fizaacial clans
tended *to maks gresater usags of data procassing assistarcs
in the budgetrary process.

Iwo of <tae three firms with long-rang2 plans wsare
high performers, and on2 was both a aiga perforaer ard 2
large ccampany. Both of the companies without 1long--znge
plans were saall firms, and n2ithsr was a high psrfermer.

. 2. Ihe ¥pgd Industry

—tdnems e

Six firas fzca the wocd irdustry participated in the
“mechanics" research. The sampla containad four large
firms, two of which were highk performers. O£ the two small
firms one was a high performer. The coampanies tended %o be
mocre decentralized than those ia the apparel industry, with
no clear organizaticnal structural pattercts for <the samgle
as a whole. All of ths companias had formal 1lomg-range
financial plans with horizons that <ranged fzom three to
fifteen years. These plans vers prepared on a yearly basis
and were all updated at l2ast annually. All the firms in the
sanple had antcual budgets that were broken down for entities

. below the ccrporate level, (as far as cost-centers within
factories). The annual budgets were generally broken down on
a aon%thly basis and were all wupdatad within the budget year

19
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.:j except for one company. There appeared to be sigrnificazat
i;ﬁ empnasis placed upon varianc2 analysis by all ¢he companies
: in the sample. Two of the firms had a corpora*e budgse=ing c:
?ﬁ planning manual and +*hese firms also issued guidelizes ani
é; assumpticns to their managers that prepared <f£o-mal budge:x
’f‘ inputs. The c¢ther firws issued no guidelirnes or assumo+vions.

There was no svidant pattsrn relative <to the usage cf flsx-
ible or zero-based budgeting technijuss. Most firms did oz
use computer gererated models or simulations.

A1l of the firms made uss 9f 3data processing in =zh=

LA

o AT X
s

budgetary process, but only twd h2d -:=mote 1interactive
a

L -.'l . [ .

2 terainals available. Tke formulation and approval precess
;i appeared t¢ be bottom-up, with Dany itarations and rsviews
My before th2 £final appreval by co-poTats managsrsnt.

~5 3. The Chemical Industry

\ J — D S G S - -

<’
2 The sampla for the chemical industzy coztairned four-
!

teen comparies. Nine were large. Five large and =two small

N companiss wer2a high performers. The corporate s=-uc*uzses

.. . . . : .

} varied greatly (many of the firms were highly diversfied,
ot . - .
jﬁ two c¢f them derived 1less thaa fifty perceat o¢f <+hei:
b revanues from chemical related activities). There appeared
N to be more centralized decision-makizg 4in this industry
A . . . .
N hovever, than in the wood irndustry. Viztually all of the
7 companies had profit cern*ers withia the organization. All of
k%

. the companies, except for c¢ne, had a long-range formal
financial plan with horizons of three to five years. Mcs:
e vera prepared on an annual basis. All the firms had arnual

» tudgets broken down fcr entities bslow the corporate level,
i: for the majority down to the cost-center level. The annual
’g tudgets were broken dcwn on either a monthly or a gquarterly
:ﬂ basis, or a combination of the two. All were updated at sone
.§ time during the fiscal year. The najority of the companies

had a corporate budgeting or planaing manual, and provided
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guidelines and assumg*tions to managers preparing tns buigec
inputs. The guidelines and assumpcioas concerned ecoacmic,
labor, overkead, and other industcy-ra2lated data. Only -=wo
irms previded profitability constsaints or profi: =aczg
Extensive variaace analysis was parforaed by avery £ira in
this industry.

The formulation process typically centainsd amany
iteraticns., Pinal acpreval usually asted with <top lavel
corpcrate masnagenent. Very little use was made of £lexibls
or 2ero-based budgetiang <+«echaijues. ALl of *he firas made
extensive use of ccmnputers in the bpudgetary process. dost
used kcth interactive and batch facilities. Th2 majecrity ol
companias nad compuzterized medsls ST sizuiazions available,

and used them for budget relatad activitiss.

=
L[]
(=]
IS
D

[ o
[aN
in

b}

ospace Industr

2
as
-

Ten companies <from ths aerospaca industry partici-

pated in the "mechanics" portion ©Of th2 Zesearch. Seven of

o

withia their organiza+ions.

(7]

tae companies had prcfit cencer
Most o0f <the companies w=2re organized imzo prcduct o<
product-group sejmernts. The sample contained fcur companies
tha+ 4derived less than fifty percent Of their reveruss frcnm
the aerospace industrys O0f the lacje coapanies, threae Wace
high perfcrmers. Two o©f th2 small companies were high
performers.

All ¢f the ccompanies had formal long-range finarncial
plars. Most were preparad anrnually aad broken down by yeacs,
however twc companies u ¢3 quarterly or montaly and quar-
terly intervals for [preparing the long-range plan. One of
the companies used a multiple year iacrement for preparing
its formal long-range financial plan. The lorg-range plans
had horizons <that varied from two to ten y=2ars. All were
updated on an annual cr more frequent basis. The long-range
plans for this industry contained the wmost detail, and

21

A

’

e ANRA.. .. ¥ - s 19BL. rT2T2 s XTI




o
o o

7 p
a e a f‘l

-
»
s

s

o "r":-

%

ot
o'y e’

e

A

by - ke ‘%% St T N RN AT e T TR (T L T T L G NLNCAR pAAE J -.'.'-‘.".]-;'.'W_‘-;-‘-‘ 32

extanded fa-ther (on average) than aany of <+the other <hrze
industries in the study.

a1l of the companias had vary detailad aanual plaas,
troken out for cost-cen*ters, axcept for one fizam <hat did
not identify formal rudget irnformaction below the Jdivisional
level. All of the high performers updated their a:znual
budgets at sometime duriag its cycls. Most werz updated on
quarterly or monthly ltasis. Two of the lcw performaers did
not update their annual budgets.

No pattern could be detected for the us2 of planning
manuals. Approximately LkalZ the coapaaies did rnot use thean.
Virtually all of the companies issu2d guidelinss and assump-
tioas to managerss preparing budget inputs. Vazizroc: analysis
was used sxtsnsively by all c¢f the companiszs.

Much of the budget <formulation and cevisien precass
was baszd on contracts that had bean awarded to :ths c¢o
Manufacturing, +tooling, 1labcz, macerial, and eagineeciag
costs were ijentified as a resulc f the coazract oid and
estimation process, and ther incorpora+=d in+tc the budgets.
Overhead was sometimes considered in a separate2 budget.
Corporate level involvement £or tnsz large, high perforaing
companiss was generally limited to a3 rsview of summary data.
Corporate level acticn to revise thesz budgets appeared =o
ke limited +to an "cn exception basis®, rather than as a
matter of standard operating procedure. Nin2 of the ccmpa-
nies had extensive electronic data processing assets avail-
able for use in the budgetary process. The same 21ine had
computer generatsd models and simulations available. No
pattern could be detected for the use of either flexible, or
zero-based techniques. This industry demonstrated acre
decentralized decision-making than any of the other three

industries.
22
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B. ANALYSIS OF THE BEHAVIORAL QUESTIONNAIRE

The factor analysis of the "behavioral" 3ata rasul<-ed iz
twvelve factors which closely matched the scales used <o nake
up the "behavioral" gquestionnaire. Th2 £irst eigh+teen vazi-
abl2s loaded on six factors that accounted for sixty-fiva
percent, and the remaining variaplss 1loaded on six fac
that acccunted for fifty-sight percznt of th=2 tctal variazes
in the responses. Fcr the first zignhteen iteas tak2n fIca
Marchant's factor analysis o the Swieringa z2d Moacut gues-

cIs

ol

+ionnaire, the main differernca betwsen tiis factor analysis
and that o©f Merchant's was ina the raszking ¢f the fac*ers

ratner than ia their structure. Iz fact, onzly “Wwo iteas cuz

L T ol

of sighteen were classifi=d cdiffer=zacly.
¢f this cbservation cannot be overlocked Zfor i a
those factors that were significaat <o desczibe <ths buig-
tary behavior in the elisctroaics industry (which w
objact of Merchant's <1Issearch) are also significant <c
describs the budgeting behavior of amanagers ir £cur ctker
industries. Appendix D. and E. list the factors, and highes
loading variables resul:tiag from the factor azalysis. Th
cut-off point chosen to include a variable withia a faczo

-
[

(1]

was a loading of .40.

C. HYPOTHESIS TESTING

As described ia Chapter II, “wo hypotheses were tested
in this research, which exprsssed ia their null form were
the following:

1. Thare are no differences in the obudgetary processes
of firms operating in differant industries.
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2. There are no diffarerces ia ths Dbudgstacy processes
of high and 1low parformirg <firms within <he =zme
industry.

In order to test 2ach hypothesis, =two discriaminant aczlyses
wers cozducted, the first ons to detaermin? whzther thars
were diifferences 1in the respcnses vetwsex sdustries, ani
the second on2 to deteramine whather <here were diffsrences
between +the hign and low-performers within az industry.

In all cases the results of the disczimin
showed that both nypotheses must b3 rejec
ysis tetween indus*ries, the percantags
classified was ninety-five percent on <the
itens, and nigety~one percent 9on zthe Other €fcur scal
the apparel incdustry. For tke wcdod iadustry, <he ©
ages vere raspectivaly ninety-£ive and one huadred;
chenical industc-y they ware eighty~aine overcent and
five percent and for +the aerospacs iandustry, igaty-£fivs
parcent ard eighty-nine percsar+. Th2s: percentages indic
a clear difference between tae Zour industries on both parits
cf the questionraire.

The discciminant analysis of high and 1low-parfcraing
coapani2s within ap industry showed similar results. Fo
first eighteen questicns, Ninety-two percent of the high-
performing companies in th2 appar=2l .industry w2re correctly
classified, as were ninety-one percent of the low performin
companies. dinety-six paercen+ of “he nigh-performing, and
eighty two percent of the low performing apparel companies
wera correctly classified for the remainder of the "behav-
joral" questionnaire. 1In the wood industry oaly sixty-three
percent of tha aigh-performing companias were correctly
classified regarding the £first eighteen iteams, however
ninety-one percent of the low-performing companies were
correctly classified for the sam3 guestioms. One hundred
percent of the high and low performing companies in the wcod
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industry vwere «correctly classified for the othar izzas ¢f
T

the M"beshavioral" gquestionnaire. One haundred percent of the
I : 3

high and 1lcw-pecforazing companies in 15ty
were correc*ly classified for +the fizst eightean guastions,
and the percercage «c¢f correct classifications Lc- Lbe+=h ke
igh aad 1lov perfccmers for the reaaiziny iztemns was
ighty-one percent. In th2 aerospacs iacdustry, ons Luzdred
percent ©f the high and low-p2rforming coaranies wers
correctly <classified for the €fizst eig tams, arnd

eighty-one percent c¢f thke high-parformingand i
percent cf the lcw-perioraing companies wsI2 €2
sified for +<h2 remaining items.

These data dsmonstraze that =<hsr2 ace clsar diffscexces
ketween high-psrformirg and low-pa-fcoming ¢
each of the four industries. Ia ozdas =
closely th2 differences aad thair natuc2, analysss ¢f vaci-
ances were conducted ¢pn the f3actoss across thz ladustoiss.

D. THE ANALISES OP VARIANCES

The purpcse ¢f this rasearzch was o t2st scme aspacts cf
th2 coatingency model of maragemsnt, specifically whsther,
and how, firms operating in differeat z=coacmic acd techrical
environments adapted their budgeting processes to the npatuze

£ their respec*ive environments. In c¢xdar %0 lear:z tae
nature of the differsnces betweer industries, analyses of
variances wera2 conducted on =ach c¢f the factors, and on 2ach
of the variables withkin a factor. BResults showad <hat on
every factor, except for ore, thera were statistically
significant differences between the industries. There were
also statistically significant differsnces in :twerty-three
of the fourty-three individual vaziables that were tested.
Appendix F. and G. illustrate the factors and the variables
that vere tested for differences between iandustries, aleng
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with tha F values and probabilities o

Qa-

f exceeding F forI =zh
variables <+hat had statistically diffarent values 2acIOss
s

industries. Zach industry's mean rasponse is also prasen<esd

€]

in order to demonstrate the direction of responses In a
industry. Further research iInto the diffsrences bezween ths
high and lcw-performing comganies within ar industcy, is
highly rscommendad.
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V. CONCLUSIONS

P 2 24

®

®
-

The four industries dif fered sigrificantly ia tha lev

i3
h

2 -
-

of decentralization of the budgetary process and ths sig
icance attachad to performance ageiast the budger.

The apparel industry is descriposd ZiIst as it stands out
claarly from the cther thrae industries. This industry was
the mcst centralized of zhe <thres and attached tae acst
importance to acanieving <the budjyst <tazgets. The profi:
center managsrs reported a high involveaen® with details

when tudgetiay, rspor+iag, and explaiaizg vaciaaces. Given
-

ot

\
2

e

(0
1]

the high thisrarchical I2vei of the respondants,
answers suggest 1 veary centraiized pIrccess. Furthermors,
they also assigzned the nigaest scor2s of the four Zindustries
whan answering +*he guesticns regardiag <their top amarage-

men='s atterntior to details ani abilicty <o identify slack in
th2 budgert. Pinally, they zeportzd <the ls2ast ability to
. mazipulaze their budgetary <dcata in ordsr +4c r=2tain scms

safety margin for themselves. Tha aaswers are ccnsistent
with the answers to the gquestions de2aiing witn the decen-
tralization of decisiorn-making which were included in the
“"aechanics" questionnaire, and which iadicated that the
apparel industry was, formally, th: most centralized of the
four industriss.

The tudget in the apparel industry appeared to be an
important tool which received a great deal of emphasis. The
profit center managers r2ported the strongast link of <he

)y
o

™
O]
.
e

s 'm0 e
(3

)

-

Ei four indusiries between <the budget performance ard the
¥ corporate reward systean. They agrsed that performance
5§ against the budget wvwas an iamportant <£factor for «career
.
’

L

advancement, and <they aiso reportad the highest sense of
personal satisfaction and feeling of acccmplishmeat in
connection with achieving the budget.

>
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The profiles <for the other threze industriss wer:s acr2

difficult tc sketch out as thsy wsre mcre "middie of zk=2
road®. Patterns for the industries ia Duncar's two aidals
cells, the wocd and paper and the cnemical indus<cy, war:s

especially hard *to detect. The budjsrary process was signif-
icantly 1less centralizeg, however, <han in the appazel
industry. The profit-cexnter managers C=2ported sigaificantly
less invclvement with details, the f£razjuency of involvenent
being expressad by the answers "occasionally" =o" often", as
opposad tc Malways” +to Moftern" in tas appacel industry. They
also viewed their <tcp managemsnts a&s less involved wich
details and the issue of budgetary slack. Finaily, the link
tetweer tudget performance and car2sr aivanca3ant was 10t as
stzongly expressed as ia the appacel indusctoy. Parsozal
satisfaction in conmsction wi<h acaieviag <=ae Dbudgst,
although clearly express2d, was not as 3STIOongl xpressed as
in the apparsl indust:y.

The <industry in Duxncan's fourth ,.,c=sil, thz aerospacs2
irdustry, was either similar to the wood and chemical izdus-
tries, cr to the agpparel industry. In oaly two instarces,
was the aerospace industry markedly diffs-ent from ths ctaer
three. The profit-centser managers reported goiag to their
superiors for advice cn how t¢ acaisve their budgets ccnsii-
€rably mcre often than those in *he other thres industries.
The aerospace managers sccred "oftsa", versus a response of
"occasionally" in the other industries. They also reported
the highest need to protect themselves by submitting budgets
that can be safely attained.

On a number of dimsnsions, the aerospace industry's
scores were either «close to those of <the apparel industry,
or in between <those of tha apparel, and those of the wood
and the chemical industriss. The raquirements for explaining
the variances and reporting on th2 corrective actions taken

were similar to those in the apparel iczdus<iry. Like the
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apparel industry managers, the aesrospace industry managsrs
alsc expressed a high fezling of accomplishment and personal
satisfaction when achievinag +the buigec. On all <he othe:
dimensions, the aerospace industsy strongly reseambled <the
chemical and wood industries.

The nature of the differences Jdescribed betwezn <the
apparel and the other three iandustriss is consistent wizth
the differences in their environments. Tahe apparel industc
represents Duacan's c2ll one, *nat 1s the environment with
the lowest lavel of perceived uncertain<+y. The type of
contrcl system <hat best "fits"™ <ciais saviconment is one
where dacision-making is centraliizad, and budgestary contzol
tigh+ly iwmglemented, (=wo <chazactaristics which wers
cbserva2d for the apparel industry).

Findings for the aerospace industry, Duncan's cell four,
Tepresenting the =anvironaent with tae highest level of
uncertainty, nodWever, Ww2re not as dramatically differen:
from the other industri2s as cne might have expected. On <o
items i+ diffsred wmarkedly from the othar three industries
and <these differences were ccnsistant with an uncertain
envircnment. First, the managers raported more interactions
with their superiors, which is consistent wita Lavrience and
Lorsch's observation that firzrms operating in more complex
environments nead mcre 2laborate integrative mechanisas
[(Ref. 10]. Second, thsy expresseald a stronger concern for
developing budgets that cculd be safely obtained, which can
ke interpreted as an attempt to reducs the perceived uncer-
tainty.

The similarities reported between the apparel and %he
aerospace iaidustries are not surprisiag. They are consistent
with Fiedler's findings that a wmore authoritarianm and task-
oriented 1leadership style may be tha nmost effective for
highly programmable and structured tasks, as vwell as for
other extremes, 4ie. unprogrammable, and ambiguous tasks.
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Fiedler explained the 1latter by a aead to reduce zh
of uncertainty so that an organization can cperate zifsc-
tively (Ref. 11]. Or a large aumber of items, however, th
aerospace.industry cculd nct be distinguished from the wood
and the chemical industries. Furtascmore, <hese two indus-
triss, r2presenting respaectively Duacan's cells twe and
thrse, also c¢culd nct be easily distinguished from =sach
other. Purther analysis is needed on the Jata tc see if
petterns may be distinguished.

arch

n
th

Overall, however, the data supported what this re

.
s 10

(3]
=]

set out to do, <that is, it clearly shcowed that £i
different economic and tachnical eavironments do adapt *heir
btudgetary precesses to th2 nature of thsir r2spsctive envi-

rcnaents, and tharefore it sSuUppoOrts ti2 ccantiagsncy thecoty

of budgetary systems in different industries.




APPENDIX A

Factors and Components Comprising the Organizational
Internal and External Envircnment

1. Organizational Personnel Component

A. Educational and technological background and skills,

B. Previous technological and managerial skill,

C. Individual member's invclvement and ccmmitment to
attaining system's goals,

D. Interperscnal behavicer styles,

E. Availibility of manpower for utilizaticn within the
system,

2. Organizational Functicnal and Staff Units Component

A. Technclogical characteristics ¢f crganizational units,

B, Interdependence cof crganizational units in carrying
out their cbjectives,

C. Intra-unit ccnflict among crganizaticnal functional
and staff units,

L. Inter-unit ccnflict ameng crganizaticnal functional
and staff units,

- 2. Crganizaticnal Level Compenent

) A. Crganizational cbjectives and gocals,

. . Integrative process integrating individuals and grcups
into contributing maximally to attaining organizational
goals,

C. Nature of the organization's prcduct services.

m

External Environment

4. Customer Ccmponent

A, Cistribution ¢f product of services

B. Actual users of product cr service,
£. Suppliers Ccmponent

A. New materials suppliers,

B, Equipment suppliers,

C. PFroduct parts suppliers,

L. Laber surply,
§. Competitor Component

A. Competitors for suppliers,

E. Competitors for customers,

I '.‘.-.’JSI"}S).'
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7. Socio-political Component,
A. Government regulatory control over the industry, ‘
B. Public political attitude towards industry and !
it's particular product,
C. Relationships with trade unions with jurisdiction ‘
in the organization,
|
\
|

8. Technological Compcnent
A. Meeting new technological requirements of own
industry and related industries in production
of product or services,
B. Imprcving and developing new products by imple-
menting new technological advances in the
industry.
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Simple
Cell 1

low perceived uncertainty

Static
1) Small number of factcrs and 1)
components in the environ-

ment

2) Factors and components are z)
scmewhat similar tc ¢ne
ancther

basically the same and are
not changing

the environment are in con-
tinual process of change
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APPENDIX B

Envircnmental State Dimensions and Predicted Perceived
Uncertainty Experienced by Individuals in
Decision Units
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Complex

~ Cell 2

moderately low perceived
uncertainy

Large number of factcrs and
components in the environ-
ment

Facters and compconents are
nct similar to one ancther

) Factors and compcnents remain 3) Facters and compunents re-

main basically the sane

: Cell 3 Cell 4
mcderately high perceived high perceived uncertainty

Dynamic '

1) Small number of factors and 1) Large number of factcrs and
compeonents in the environ- components in the environ-
ment ment

2) Factors and cemponents are 2) Factors and ceomponents are
somewhat similar to c¢ne not similar tc one ancther
another

3) Facters and components of 3) Factors and ccmponents of

environment are in a con=-
tinual process ¢f change
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APPENDIX ¢

Factor Loadings of Budget-Related Behavior Items
(from Merchant's Research)

FCTR) Title and Items Loading > .40

----:------------------- ........ - e oo e - eman o omen >

1 | REQUIRED EXPLANATIONS OF VAKIANCES

{1 am required to submit an explanation in
iwriting about causes of large budget variances
i1 am required to report acticns I take to
lcorrect causes c¢f budget varianceS....ceeeesen
v1 am required to prepare reports comparing
tactual results with budget.....iieiee i
11 am required toc trace the cause of budget
yvariances to grcecups or individuals within my
'department....................................

INF UENC? ON BUCGET PLANS
i The budgﬂt is finalized only when I am
;satisfied with it..eeeeieeerrnecessnsenasnnnna
| New budgeus 1nc1ude changes I have suggested..

INTERACT;ONS wITH SUBORDINATES

Db B Es | DD R WS EDar EBw D R D AR Eh P D R AD S S O A G e Sk e - DR Ol WD W G ED D D A D G D SR W
11 discuss budget items with my subordinates
iwhen prcblems OCCUP . i et eresstossesccnosoonns
11 work with my subordinates in preparing the
‘budget for my department...oeeeersescosococans
11 evaluate my subordinates by means of the
'budget........................................

n

w

PVACTIONS TO EXPECTED BUDGE; CVERRUNS

DA | D D P P R R AR S T D SR D R AR WD R D D D UR G YD O S An G e S e

11 find it necessary to charge some activities
1to other accounts when budgeted funds for

- ithese activities have been used up............
- 1] have to shift figures relating to cperations
N 1to reduce budget variancesS....cccecesessscscsscs
> 'I find it necessary to stop some activities in

< imy department when budgeted funds are used up.

=

N
-76
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N
E'g 5 ! INTERACTIONS WITH SUPERIORS
‘.‘
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o 11 work with my superior in preparing the bud- |
. iget for my department..zeceeeeccesosssecsosesal
{I am consulted by my superiors about special |
ifactors I would like to have included in the |
ibudget being prepared...cccvrvesccscccrscnsesal
{I go to my superior for advice on how to '

t

jachieve my budget...ccveeievccescscosacccossnesi b0
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g 6 | PERSONAL INVOLVEMENT IN BUDGETING i | 4.7
- ] | |
mamee | eocoseeseoTonoaueTSeeseESEtesemEeas- oemoooe@m@mas @ wRaspmme-
{ 11 investigate favorable as well as unfavorablej |
S lvariances for my department....ceseeeceececeaei D2 |
> |Preparing the budget for my department re- ' '
- lquires my attending to a great number of i '
4 :: :details. ® & ® 5 5 ¢ 0 0 0 0 9 8 PSS O PP G O s OO R ® o & o ¢ o0 0 s : .52 :
T 'I personally investigate budget variances in | '
imy department..ceeeeerscssccssssssnnasssnonsassi o847
~ | ' \
~ mEm@me | mmemeeeSeeaEeeeeneEe- badedeshd e bttt E@mem—eEemae= j o m———-
'g Merchant, K. A.,The Design of the Corporate Budgeting '
System: Influences on Management Behavior and
Performance, The Account Review, October, 1931. !
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!! APPENDIX D

<2 Factors and Variables of Budget-Related
¥ Behavioral Items (Current Study)
e

A

&

Title and Items Loading > .40

1. Required Explzanations of Variances

31
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QJ I am required to prepare reports comparing actual

:'u'r rQSUItS Hith bUdget....-.........-...............:.85

)

I am required to submit an explanation in writing
abcut causes of large budget variances.....ccec..
I am required to trace the cause of budget
variances to groups or individuals within my
department .. ceeeacecsescarssoccssssesossosansasocass
I am required tc report actions I take to ccrrect
causes Of budget variancesS....eeeesserosccsoscoccs

2. Interacticns with superiors

I work with my superior in preparing the budget
for my department . eeeeeescssnsnnsansas ceeeseaaan
I am consulted by my superiors about special
factors 1 wculd like to have included in the
budget being prepared.c.cececcectocecesossscocanea
I g0 to my superviscr for advise on hew to
achieve my budget...iceeeeeesnocecncocsssssonnnss

LA 3 P LYY Yy e X ¥ P P TR T P g ¥ Yy

3. Personal Invclvement in Budgeting

Preparing the budget for my department reguires
my attending to a great number of details........
J investigate favorable as well as unfavorable
variances for my department.....cceevesoncccccnas
I personally investigate budget variances in my
department cvooeeseecccecsoossessosssossccsonscsssoan
I discuss budget items with my subordinates when
preblems CCCUP e it eeeeeoteccssstooosssossossssascsaa

4, Reactions to Budget Overruns

I find it necessary tc charge scme activities to
vther accounts when budgeted funds fcr these
activities have been uSed UP...iveseeoscnnssnsans
I have to shift figures relating to cperations tc

1
'
]
1
]
[}
[}
!
[}
1
t
)
L]
1
1
]
t
1
1
t
1
i
[}
1
1
1
[}
i
]
L}
[}
1
'
'
1
'
[}
]
1
t
1
)
]
i
'
\
{
t
'
t
[}
|
[}
'
'
'
'
'
]
1
\
1
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5. Interactions With Subordinates

- P wn D G A D D Y e WP A A e R e g R U e TR N WD R D O W T Y A A D R G T AP D AR | D N e e

I work with my subordinates in preparing the

bUdget fOf' my departmento..locccca-o.oa-o;nobscu-l092
I evaluate my subordinates by means of the budgeti.il

]
]
1
]
[}
]

1
]
[}
L]
]
]
L
i
(]
i
L R X R R A R ¥ X F ¥ ¥ F F X X ¥ K X ¥ ¥ K ¥ ¥ 3 AR AR D R G me SR N G A S SRy T o R S N S ' - am W e } ------
6. Influence On Budget Plans E V.05
[}
-y S IR Gy D Sy P G WP M Gy R S s D Gy WD WP EP TPy T D Wb B mh G W A D Ay T o e S -y A e G o N S ' - e @p av ‘ ......
New budgets include changes I have suggested.....}.75 |
The budget is finalized only when I am satisfied | '
with it!.'.I..l.C..'l.D....ll.’..‘.....‘.ll'o'l.':‘61 : ;
I find it necessary tc stop some activities in my! i l
department when budgeted funds are used up.......;.41 1}
1
X X R X X X X ¥ X N ¥ X ¥ ¥R N ¥ X ¥ ¥ N ¥ X ¥ N R _X X K L X X L N _ K N _J_ X X 4 D ap TR O En wB e 4B —I ---‘.
* ldng = Loading
2 of Var = Percentage of Variance
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e APPENDIX E
AN
N Factor Loadings of Motivational and Attitudinal
Yok Items (Current Study)
o € of
. Title and Items Loading >.4Q ® Ldng Var.
N, 0  ececccecccccccaao L D e L L L P L e L DLt jmmem | —m
:{3 : 1. Link With the Corporate Reward System H 5.27 E
et emceesceccccccccccccccccscecccccccsccccscncecenana— e
)E Budget performance is an impcertant factor in H ' H
= . advancing My COreer......ceesverosssnsssscsssoseasci DS | H
Meeting the budgeted goals consistently will im- | | '
) prove a manager's job secuUrity...cceeeecccscacsosei 83 | H
jfﬁ Exceeding budgeted performance will lead to more | d H
I;C respoNSibility. e eeeeeeeeeeeereeenoeacaosoannsnsesntioTO | !
N Goed budget performance is a prerequisite tc H i ;
= BdVANCOMENE v vverenoeeeenoeasossonosancssosnsencenl 09 | '
Pay increases are closely tied into budget per- i ' :
e T MANC R . e vt eeeeeoeooesosasoscstsacsssosssosssascsssesteb8 | !
e My talents will be better reccgnized if my depart-) : i
ek ment attains the budget...veerenannsn Ceseessescereei 55 | i
< I Wwill have better rela“ions with my supervisor if, H H
- mv department performs well in relation to the ' ; |
s DUAE @ o v e veeosoveoeassoeenoacsoosocesonasnnnscsanaal o7 | !
{7 cmeccccccecmccececcccesscccccsecmcmce——ccmcceeaaa- | = m—— ]
'.i.fir' 2. Intrinsic Motivation and Attitudes :. : .09
< memeeeecsess et daddedh ettt bt badad ot adndndndadeb i nbadendesbadsiindhnd | mm—— m———y
{t} - Good performance relative to budgeted levels gives) | '
me a feeling cf accomplishment...ieieerieireeeseanat b2 ) '
N The budget enables me to be a better manager......;.d40 | |
- - Managing to achieve budgeted levels contributes to| i H
jﬁ? my personal growth and development.......eeveeeeee 57 | :
}{' I get a great sense cf personal satisfaction when | i '
) my department's perfcrmance compares favorably : ! i
- with the budget..eeeeeeeereornasnsssoossassnsnenasai G4 | i
3 Thebudgetenablesme to keep track cf my success) H H
N ad 3S @ MANAEECT ¢ uvevoeeeecassoesassssssassssesasosaast BT | i
% o D smmmmoeeeessosssooeeooso
:;3 3. Slack in the Budget | :.06 :
! - S D D D D R R A S P D D e e bl d e DR DD ———- bt Bhahadd Bt |
i Top management receives detailed informaticn on H H H
NS the activities of my department....ceeeeeecnsssnaei o680 | i
fﬁ« My supervisor has enough information to know if ' H H
N there is slack in my budget..i.eeesecesscnaseonsaest .88 1 i
AN Top management has a way to know if there is slack) \ i
HON in a departmental budgel..eeeeeeeecssssssssscanseet 81 1 '
- [ B - ememcecacccecccsccacmcccescceeee—a= ———jmmme e
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4, Abllity Toc Manipulate the Budgetary Process

To protect himself, a manager submits budgets that
can be safely attalned............................
In good business times, my supervisor is willing
to accept a reasonable level of slack in my budget
With some skill, a manager can make his perform-
ance look just as he wantsS.....cevenvcvesncoasosas

5. Usefulness c¢f Budge.ing

If I am having tr..ble meeting the budget, the
controller can often help me CUb . .ieereeeronansons
The budgeting system assists my department's
effeorts to improve methods of production..........
The budget encourages me to be more innovative....
The budget enables me tc be more flexible.........

It is scmetimes necessary to make expenditures
which might ctherwise nct be made so as to avoid
budget reductions in the next period....ccceoveccss
T be safe, a manager usually sets two levels cf
standards; one between himself and his bess, and
ancther between himself and his subcrdinates......
Slack in the budgzet is good to do things that can
not be cofficially approved..iceeciceeecssssssnsones

® Ldng = Loading
% of Var.z Percentage of Variance

39

N L YOS LR L S C R AN SO IV LT Y ST Ve nt

1.06

.05

s e . e e T o - e mm—————




'~r [ M o . - PG N & a9 0 LA N S AN Sl A e e P L N MR e A R A AN 'r\“

Ny

. APPENDIX F

. ANALYSIS OF VARIANCE, BUDGET-RELATED "BEHAVIORAL ITEMS3"

LU (current study)

"': - |

R Industry Mean

2 F  Prob Responses

A Title and Items Value >F I II I1I Iv

_ (.05 cut-off)

-% """"""""""""""""""""""""""""""

2 1. Required Explanations

X of Variances 3.92 .01

B e e eccmecceeccsaccecccccccmeccmacesecece——cm—————
I am required to prepare re-

. ports comparing actual re-

:;' 5u1ts With bUdget.........-.3.11 .03 1078 2-34 20,“24 1.86

< I am required to submit an

- explanation in writing about

v causes of large budget

2 variances....... st eeec it 6.16 .0006 1.84 3,.03.2.76 2.51

193 I am required to trace the

2 cause of budget variances

) to groups or individuals

»0) within my department........5.78 .001 2.00 2.97 2.91 2.40
I am required to report

4 actions I take to correct

2 causes of budget variances..6.53 .0004 2.24 2.83 2.98 2.21

M e e et e 0 o o 0 o i 0 e D e e T e S B D W W S R TS B S D M S G S @R W G e

o 2. Interactions With

- Superiors 2.52 .05

- I go to my supervisor for

> advice on how to achieve

‘ my budget....."...I......l.u‘u1 0005 3.00 30“1 2'71 2'37

‘g 3. Personal Involvement in

Budgeting 4.77 .005

‘3 Preparing the budget for my

2, department requires my

i attending to a great number

‘.‘ Of details......-....-..-...5.17 0002 1.59 2-28 20“8 2-37

- I investigate favorable as

A well as unfavorable

T variances for my department.3.20 .02 1.30 1.86 1.77 1.62
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4, Reactions to Budget i
Qverruns 3.15 .05

I find it necessary to
charge some activities to
other accounts when
. budgeted funds for these
activities have been
USEd UPeeeesecsoesocsnssesasd.TT 0003 4.16 3.93 3.97 4.58
———————— D D P D > P S D P Y =D P D S D T S D G GD WP D W D D G D D YR N WP G T S D P P SR S R W S <
5. Interactions with ]
Subordinates NA NA
I evaluate my subordinates
by means of the budget......2.87 .04 2.32 2.45 2.86 2.48
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6. Influence on Budget
Plans 4.79 .00C5
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APPENDIX G

F

Title and Items (.05
cut=-off) value

- Wg ¥,

Industry Mean

Prob

>F 1

Responses

II

IIT

ANALYSIS OF VARIANCE, MOTIVATIONAL AND ATTITUDINAL ITEMS
(current study)

IV

T. Link with the Cotpotate
rreward system 2.12

.0032

Budget performance 1s in

important factor in ad-

vancing my career...cceeesecns 4,26
Meeting the Budgeted goals
consistently will improve a
manager's job security........2.61
Exceeding budgeted per-

formances will lead to more
responsibility....... ceecesaee 4,90
Pay increases are closely

tied into budget performance..3.81
My talents will be better
recognized if my department
attains the budget.......0....2.93

.006 4.09

.05 3.60

.003 3.00

3.66

3-55

2.21

2. Intrinsic Motivation and
Attitudes.......1.93

Good performance relative to
budgeted levels gives me a

feeling of accomplishment.....3.62
The budget enables me to be

a better manager...cceeeceiesa2.73
I get a great sense of per-

sonal satisfaction when my
department's performance

compares favorably with the
budget........................5 74

3 Slack in the Budget 4.32

-------------- - D R Gk D D R D D SR N D D R S P Gh D R D D D G D B 4P ER WP T Wl G WD G GD OB G G G D G e

Top management receives de-

tailed information on the
activities of my department...5.70
Top management has a way to

know if there is slack in a
department budget.....ccc00...3.19

.001 4,06

.03 3.74

3.69

3. 21

3.25

3.21

3.45

3.30

42




4. Ability to Manipulate the
Budgetary Process 4.55

.009

To protect himself, a manager
submits budgets that can be

safely attained.....cvvevsee..2.7TH
In good business times, my
supervisor is willing to

accept a reasonable level of

slack in my budget............2.96
With some skill, a manager can
make his performance look just

as he wants...voveeveeesceanaasel3.B8

.ol

2.22 2.52

2.74 2.55

2.14 2.31

2.58 2.82

3.09 2.75

2.63 2.59

The budget enccourages me to

be more innovative......ece00. 2.78
6. The Budgeting Game 3.40
43
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