
Performance appraisal systems for marketing managers:
A conceptual framework and empirical evidence.

Item Type text; Dissertation-Reproduction (electronic)

Authors Stathakopoulos, Vlasis.

Publisher The University of Arizona.

Rights Copyright © is held by the author. Digital access to this material
is made possible by the University Libraries, University of Arizona.
Further transmission, reproduction or presentation (such as
public display or performance) of protected items is prohibited
except with permission of the author.

Download date 24/05/2023 21:11:15

Link to Item http://hdl.handle.net/10150/185741

http://hdl.handle.net/10150/185741


INFORMATION TO USERS 

This manuscript has been reproduced from the microfilm master. UMI 

films the text directly from the original or copy submitted. Thus, some 

thesis and dissertation copies are in typewriter face, while others may 

be from any type of computer printer. 

The quality of this reproduction is dependent upon the quality of the 
copy submitted. Broken or indistinct print, colored or poor quality 
illustrations and photographs, print bleedthrough, substandard margins, 

and improper alignment can adversely affect reproduction. 

In the unlikely event that the author did not send UMI a complete 

manuscript and there are missing pages, these will be noted. Also, if 

unauthorized copyright material had to be removed, a note will indicate 

the deletion. 

Oversize materials (e.g., maps, drawings, charts) are reproduced by 

sectioning the original, beginning at the upper left-hand corner and 

continuing from left to right in equal sections with small overlaps. Each 

o'riginal is also photographed in one exposure and is included in 

reduced form at the back of the book. 

Photographs included in the original manuscript have been reproduced 
xerographically in this copy. Higher quality 6" x 9" black and white 

photographic prints are available for any photographs or illustrations 

appearing in this copy for an additional charge. Contact UMI directly 

to order. 

U·M·I 
University Microfilms International 

A Bell & Howell Information Company 
300 North Zeeb Road. Ann Arbor. M148106-1346 USA 

313/761-4700 800/521-0600 





Order Number 9213689 

Performance appraisal systems for marketing managers: A 
conceptual framework and empirical evidence 

Stathakopoulos, Vlasis, Ph.D. 

The University of Arizona, 1991 

V·M·I 
300 N. Zeeb Rd 
Ann Arbor, MI 48106 





PERFORMANCE APPRAISAL SYSTEMS FOR MARKETING MANAGERS: 

A CONCEPTUAL FRAMEWORK AND EMPIRICAL EVIDENCE 

by 

Vlasis Stathakopoulos 

A Dissertation Submitted to the Faculty of the 

COMMITTEE ON BUSINESS ADMINISTRATION 

In Partial Fulfillment of the Requirements 

For the Degree of 

DOCTOR OF PHILOSOPHY 

In the Graduate College 

THE UNIVERSITY OF ARIZONA 

199 1 



THE UNIVERSITY OF ARIZONA 
GRADUATE COLLEGE 

As members of the Final Examination Committee, we certify that we have read 
V1asis Stathakopoulos 

the dissertation prepared by ____________ ~------------------------------

entitled PERFORMANCE APPRAISAL SYSTEMP FOR MARKETING MANAGERS; 

A CONCEPTUAL FRAMEWORK AND EMPIR . .:.::I_Co:.:AL=-E=-V~I:.=D:.:EN=CE~ _______ _ 

and recommend that it be accepted as fulfilling the dissertation requirement 

for the Degree of Doctor of ~hi1osophy 

6/17/91 , 
Date 

6/17/91 

Date 

6/17/91 

Dr. B. Jaworsk .~ Date 

Date 

Date 

Final approval and acceptance of this dissertation is contingent upon the 
candidate's submission of the final copy of the dissertation to the Graduate 
College. 

I hereby certify that I have read this dissertation prepared under my 
direction and recommend that it be accepted as fulfilling the dissertation 
requirement. 

6/17/91 

Jaworski Date 

2 



3 

STATEMENT BY AUTHOR 

This dissertation has been submitted in partial 
fulfillment of requirements for an advanced degree at the 
University of Arizona and is disposed in the University 
Library to be made available to borrowers under the rules of 
the Library. 

Brief quotations from this dissertation are allowable 
without special permission, provided that accurate 
acknowledgment of source is made. Requests for permission 
for extended quotation from or reproduction of this 
manuscript in whole or in part may be granted by the head of 
the major department or the Dean of the Graduate College 
when in his or her judgment the proposed use of the material 
is in the interests of scholarship. In all other instances, 
however, permission must be obtained from the author. 

SIGNED: V SLlht I."A 



4 

ACKNOWLEDGEMENT 

I would like to thank Bernard Jaworski (Chairperson), 
Dipankar Chakravarti, Jayashree Mahajan, and David Tansik 
for their helpful comments and suggestions throughout the 
dissertation process. Deborah MaCInnis, Jonathan Frenzen, 
and Ajay Kohli (University of Texas) provided valuable 
comments and insights at various stages of the dissertation. 

Furthermore, I am indebted to Bernard Jaworski and 
Dipankar Chakravarti for helping to defray the dissertation 
costs. 

Finally, I would like to dedicate this dissertation to 
both my parents -Mario and Anastassia- and my wife -
Katerina- whose personal sacrifices, encouragement, and 
support have enabled me to achieve my professional goals. 



TABLE OF CONTENTS 

LIST OF ILLUSTRATIONS .................................. 
LIST OF TABLES ••••••••••••••••••••••••••••••••••••••• 0 • 

ABSTRACT ............................................... 
I. OVERVIEW OF DISSERTATION ........................... 

II. 

A. INTRODUCTION ............................... 
B. RESEARCH PURPOSE 

C. BACKGROUND RESEARCH 

D. RESEARCH METHOD 

F. DISCUSSION . ................................... . 
1. EXPECTED RESULTS AND 

MANAGERIAL IMPLICATIONS 

2. FUTURE RESEARCH 

PERFORMANCE APPRAISAL SYSTEMS FOR MARKETING MANAGERS: 
A CONCEPTUAL FRAMEWORK 

A. 

B. 

C. 

D. 

E. 

INTRODUCTION 

FIELD WORK 

1. THE DATA BASE 

2. DATA ANALYSIS 

CONCEPTUAL FRAMEWORK . ......................... . 
PERFORMANCE APPRAISAL SYSTEMS IN MARKETING 

CONTENT EMPHASIS: 
BEHAVIOR-ORIENTED VERSUS 
OUTPUT-ORIENTED PAS 

2. MODE ...................................... 
3. TYPE OF RATING MECHANISM. 

SUMMARY 

5 

9 

10 

12 

14 

14 

15 

16 

18 

20 

20 

22 

25 

30 

30 

33 

35 

36 

37 

42 

44 

48 



6 

III. RESEARCH HYPOTHESES 54 

A. RESEARCH HYPOTHESES •••••••••••••••••••••••••••• 54 

1. ANTECEDENT CONDITIONS ••••••••••••••••••••• 54 

1. 1. EXTERNAL ENVIRONMENT 55 

1.1.l.. ENVIRONMENTAL TURBULENCE •••• 56 

1.1.2. COMPETITIVE INTENSITy ••••••• 58 

1.2. ORGANIZATIONAL CHARACTERISTICS ••••• 60 

1.2.1. ORGANIZATIONAL STRUCTURE 60 

1.2.2. TOP MANAGEMENT'S 
PHILOSOPHy •••••••••••••••••• 62 

1.2.3. EMPLOYEE ORIENTED 
TOP MANAGEMENT •••••••••••••• 64 

1.3. ORGANIZATIONAL STRATEGy •••••••••••• 66 

2. CONSEQUENCES •••••••••••••.•••••••••••••••• 69 

2.1. DYSFUNCTIONAL BEHAVIOR ••••••••••••• 70 

2.2. MARKETING MANAGER'S PERFORMANCE •••• 74 

2.3. SATISFACTION WITH PAS ••••••••••.••• 74 

2.4. COORDINATION WITH OTHER 
FUNCTIONAL AREAS •••.•••••••.••••••• 76 

3. CONTINGENCY HYPOTHESES •••••••••••••••••••• 78 

4. MODERATORS................................ 82 

4.1. PARTICIPATION IN APPRAISAL PROCESS. 82 

B • StJl.fMARY •••••••••••••••••••••••••••••••••••••••• 83 

IV. RESEARCH METHODOLOGY ••••••••.••..••••••.•••••••••.• 85 

A. MEASUREMENT OF CONSTRUCTS •••••••••••••••••••••• 85 

1. PERFORMANCE APPRAISAL SYSTEMS •••••••••.••. 86 



7 

2. ANTECEDENT VARIABLES •••••••••••••••••••••• 88 

3. CONSEQUENCE VARIABLES ••••••••••••••••••••• 89 

B. DESCRIPTION OF PRETEST ••••••••••••••••••••••••• 92 

1. DESIGN .................................... 92 

2. RESULTS OF PRETEST 94 

2.1. RELIABILITY COEFFICIENTS ••••••••••• 94 

2.2. ANTECEDENTS-PAS CORRELATION •••••••• 96 

2.3. PAS-CONSEQUENCES CORRELATION ••••••• 96 

C. NATIONAL QUESTIONNAIRE SURVEy •••••••••••••••••• 97 

1. SELECTION OF THE SAMPLE 97 

2. GENERAL CHARACTERISTICS OF 
THE INSTRUMENT •••••••••••••••••••••••••••• 98 

3. DATA COLLECTION PROCEDURE ••••••••••••••••• 98 

'4. RESPONSE RATE •••••••••.•••••••••••••••••• 100 

V. RESEARCH FINDINGS ••••••••••••••••••••••••••••••••••• 108 

A. DESCRIPTIVE RESULTS •••••.•.•.••••••••••••..••.. 108 

1. SAMPLE CHARACTERISTICS ••••••••••.•••••.••• 108 

2. FREQUENCY DISTRIBUTIONS OF 
KEY VARIABLES/CONSTRUCTS ••••.•••.•••.••••• 110 

2.1. PERFORMANCE APPRAISAL SYSTEMS ••••.• 111 

2.2. SATISFACTION WITH THE PAS ••••••••.. 112 

2.3. DYSFUNCTIONAL BEHAVIOR ••••••••••••• 113 

2.4. PARTICIPATION IN THE 
APPRAISAL PROCESS •••••••••••••••••• 115 

B. MAIN EFFECTS HYPOTHESES •••••••••••••••••••••••• 115 

1. ANTECEDENT EFFECTS......................... 118 



2. CONSEQUENCES . ............................ . 
C. CONTINGENCY HYPOTHESES · ....................... . 

1. 

2. 

3. 

. ................ . ENVIRONMENTAL TURBULENCE 

COMPETITIVE INTENSITY . ................... . 
HIERARCHY OF AUTHORITY c,. ••••••••••••••••••• 

4. PARTICIPATION IN DECISION MAKING 

5. EMPLOYEE ORIENTED TOP MANAGEMENT 

6. ORGANIZATIONAL STRATEGY 

D. MODERATORS 

E. 

F. 

STRUCTURAL EQUATION MODELING ANALYSIS 

1. ANTECEDENT CONDITIONS AND PAS 

2. PAS AND CONSEQUENCES 

SUMMARY 

VI. CONCLUSIONS 

A. DISCUSSION 

B. 

C. 

LIMITATIONS 

FUTURE RESEARCH 

APPENDIX A: SCALE ITEMS . . . . . . . . . . ...................... 
APPENDIX B: PRETEST QUESTIONNAIRE ...................... 
APPENDIX C: QUESTIONNAIRE . . . . . · ........................ 
APPENDIX D: CORRELATION MATRIX • •••••••••••••••••••••• !' • 

REFERENCES ............................................. 

8 

124 

126 

130 

132 

133 

134 

135 

137 

138 

141 

147 

149 

150 

176 

176 

181 

183 

187 

195 

206 

218 

219 



FIGURE 

2-1 

LIST OF ILLUSTRATIONS 

TITLE 

conceptual Framework ..••••••••••••.••••••••. 

9 

PAGE 

53 

5-1 Operationalization of Causal Model •••••.•••• 175 



10 

LIST OP TABLES 

TABLE TITLE PAGE 

2-1 Classification of Firms in Field study 51 

2-2 Marketing Positions Held by Informants 
in Field study •••••••.••••••••.••••••••••••• 52 

4-1 Reliability Coefficients for Measurement 
of Constructs ............................... 102 

4-2 Reliability Coefficients for Measurement of 
Constructs in Pretest ...•••.•••••.••.••••••• 103 

4-3 Correlation of Antecedent Variables 
and PAS .....•...............••.....•........ 104 

4-4 Correlation of PAS and 
Consequence Variables .••••••••..••....••.... 105 

5-1 Marketing positions Held 
by Sample Respondents ••.•••••••...••..•••... 154 

5-2 Number of Years Sample Respondents 
Have Worked for Firm .........•••.....•...... 155 

5-3 Division's Sales Last Fiscal Year ..•.••.••.. 156 

5-4 Classification of Firms ....•••.....••••..••. 157 

5-5 Percentage Distributions of output-Oriented 
and Behavior-Oriented PAS •...•••...•.•...... 158 

5-6 Percentage Distributions of Document-Based 
and Interpersonal PAS .•....•.••••....••••... 159 

5-7 Percentage Distribution of Satisfaction 
With the PAS ................................ 160 

5-8 Percentage Distribution of 
Dysfunctional Behavior ...•.•.••....•.•...•.. 161 

5-9 Percentage Distribution of Participation 
in the Appraisal Process ••••••••..••••..•.•• 162 



5-10 

5-11 

5-12 

5-13 

5-14 

5-15 

5-16 

The Relationship Between Antecedents 
and PAS Characteristics: Regression 

11 

Coefficients ................................ 163 

The Relationship Between Strategy and 
PAS Characteristics: ANOVA Results ••••••••.• 166 

The Relationship Between PAS Characteristics 
and Consequences: Regression Coefficients ••• 167 

Standardized Regression Coefficients Across 
Low and High Levels of Moderator Variables 
(Unrestricted Run) ••••••••••.•••••••••••••.• 168 

Standardized Regression Coefficients Across 
Low and High Levels of Moderator Variables 
(Unrestricted Run) •••••••••••••••••••••••.•• 171 

Summary of Structural Equation Model Estimates 
and Goodness-of-Fit Indices •••••••••.••••••• 172 

Summary of Main Effects Results: 
Regression Versus LISREL ••••••••.•••.••••••• 173 



12 

ABSTRACT 

This dissertation develops a conceptual framework for 

the types of performance appraisal systems used to evaluate 

the performance of marketing managers. This framework 

identifies: (1) the performance appraisal systems (PAS) 

currently in-use to evaluate marketing managers, (2) the 

antecedents that influence the selection of specific 

appraisal systems, and (3) the subsequent effects of these 

systems on marketing managers' "gaming" behavior, 

performance, satisfaction with the appraisal system, and 

interdepartmental coordination. To test the developed 

hypotheses a national survey of marketing managers was 

conducted. 

Among other findings, the research identifies four 

characteristics of PAS that capture the range of systems 

currently used. These four attributes are: output-oriented 

PAS, behavior-oriented PAS, interpersonal evaluation, and 

document-based appraisal systems. Further, the research 

suggests that environmental characteristics, organizational 

characteristics, and organizational strategy influence the 

PAS used in marketing departments. 

Moreover, the results support the notion of direct 

effects of the performance appraisal systems on 

dysfunctional behavior, satisfaction with the appraisal 

system, and interdepartmental coordination. Further, this 
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study is the first investigation, not only in the marketing 

literature but also in the human relations literature, to 

advance and examine a contingency perspective with regard to 

the appraisal systems. The results, overall, provide some 

support for the proposed contingency relationships. Namely, 

that the external and internal context of the organization 

lead marketing managers to respond differently to the 

appraisal systems in-use. More importantly, the research 

findings imply that when organizations design their 

strategies they need to also implement the appropriate 

internal processes (i.e., appraisal systems) if these 

strategies are to be successful. 

Finally, our research indicates that if marketing 

managers are given the opportunity to participate in various 

stages of the appraisal process than they respond positively 

to the appraisal system and the evaluation process. 



A. INTRODUCTION 

CHAPTER I 

OVERVIEW OF DISSERTATION 

14 

Consider the marketing management cycle of planning, 

organizing, implementation, and control. Traditionally, most 

work in the marketing management literature has focused on 

the planning phase of this cycle (e.g., product portfolio 

studies, market share studies, PIMS data base studies). 

However, very little empirical work has been done in the 

area of implementation and control (except in the sales 

force literature). As a result, our knowledge about the 

control/implementation devices used to shape the behavior of 

marketing managers and the effects that these devices have 

on subsequent action and programs is rather limited. 

The intent of this dissertation is to begin to fill 

this gap in our knowledge by examining: 

(1) the performance appraisal systems (PAS) currently 

used to evaluate marketing managers, 

(2) the factors that predict the content and evaluation 

mode of PAS, and 

(3) the subsequent effects of these systems on 

managerial action and behavior. 

Research findings regarding these issues should enable 
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researchers and/or marketing managers to assess the effects 

of these appraisal systems on marketing managers' 

cognitions, motivations, and behavior. For example, results 

may indicate whether the focus of the appraisal system 

should be on evaluating final outcomes rather than 

behaviors. By implication, changing or modifying the focus 

of these systems (e.g., from behavior-based to outcome

based) offers the potential to redirect management outputs 

or activities and the associated thrust of the marketing 

programs. Therefore, the positive effects resulting from the 

appropriate implementation/control processes will impact the 

ultimate success of strategic marketing programs. 

B. RESEARCH PURPOSE 

The purpose of this dissertation is threefold. First, 

the dissertation investigates the performance appraisal 

systems (PAS) currently used to evaluate the performance of 

marketing personnel. Second, we show that the external 

environment (i.e., environmental turbulence and competitive 

intensity), organizational characteristics (i.e., 

organizational structure, top management's philosophy, and 

employee oriented top management), and organizational 

strategy can influence the content and evaluation mode of 

the appraisal system-in-use within marketing units. content 
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refers to the nature of the measurement criteria (i.e., 

behavior or output oriented) of the rating scales/mechanisms 

in use, while mode refers to the evaluation method (i.e., 

oral or written) of the appraisal system. Third, we examine 

the effects of PAS on employee dysfunctional behavior, 

managerial performance, satisfaction with the appraisal 

system, and interdepartmental coordination. Here, we also 

examine the potential moderator effects of the environmental 

context variables. 

C. BACKGROUND RESEARCH 

Chapter 2 of the dissertation presents a proposed 

integrated framework that links environmental context 

variables, performance appraisal systems, and subsequent 

consequences. This framework incorporates ideas from the 

management and personnel literature combine~ with the 

author's preliminary field-work (i.e., personal interviews 

with marketing managers) in 26 diverse organizations in the 

Southwest u.S •• 

In the first part of Chapter 2, the key characteristics 

of the performance appraisal systems in marketing are 

discussed. In the second part, the set of hypotheses, 

linking the external environment variables, organizational 

characteristic variables, and the organization's strategy 



with the PAS-in-use are presented. In the final section of 

Chapter 2, we examine the subsequent direct effects that 

these systems have on marketing managers dysfunctional 

behavior, performance, satisfaction with PAS, and 

interdepartmental coordination. 

17 

However, following recent developments in the 

organizational control literature (e.g., Jaworski 1988; 

otley 1980; Ouchi 1979) we also advance a contingency or 

"fit" argument with regard to the effects of the appraisal 

systems on these consequences variables. That is, we argue 

that the link between the appraisal system and subsequent 

effects are influenced by the contextual variables within 

which they are embedded. These contextual variables may 

either facilitate or inhibit the effectiveness of the 

appraisal system(s). Specifically, the general contingency 

theory approach to organizational design argues that the 

effectiveness of an organization is positively related to 

the "goodness-of-fit" between structure (of which appraisal 

systems are a key component) and contextual variables, such 

as the relevant external environment and organizational 

structure (see Lawrence and Lorsch 1967 for example). As a 

result, an interaction is proposed between the independent 

variables (e.g., environmental uncertainty) and appraisal 

systems. This interactive effect, in turn, is related to the 

dependent variables (e.g., dysfunctional behavior, 
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satisfaction with PAS). 

D. RESEARCH METHOD 

The research methodology employed in this dissertation 

involved a national questionnaire survey. The sample 

consisted of 500 names of marketing managers (i.e., brand 

managers, product managers). These names were randomly 

selected from the 1989 AMA roster. Furthermore, all the 

names chosen represented members in the continental U.S.A. 

The roster was proven to be quite accurate with few "return 

to sender" or "no longer with company/department" 

responses. These marketing managers were expected to be 

evaluated by a marketing superior (e.g., VP of Marketing, 

Director of Marketing) higher in the hierarchy of the 

organization. A questionnaire was developed and mailed to 

them. Clearly, our research effort measured the marketing 

managers' perceptions for the phenomena under investigation. 

As a result, our findings might not reflect actual 

situations within organizations. 

The data were collected by using a procedure 

recommended by Dillman (1978). The procedure consisted of 

several steps. First, a survey packet was sent to each of 

the informants, including a typed personalized letter on 

university stationary, a hand-written thank you note, the 
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survey instrument, a new dollar bill, and a business post

paid reply envelope. One week after this mailing a post-card 

follow up was sent. Finally, another survey packet similar 

to the first one (except without the dollar bill) was sent 

to nonrespondents three weeks after the initial mailing. 

In developing the survey instrument, appropriate 

existing scales were used when possible. Next, we followed 

the guidelines suggested by Churchill (1979) for developing 

new measures. For this purpose, literature searches and the 

input of a judgmental sample of academic professionals 

proved useful. Next, a large scale pretest was conducted 

using this survey instrument. The purpose of that pretest 

was threefold: (1) to assess the reliability and construct 

validity of the constructs, (2) to obtain preliminary data 

on the hypotheses, and (3) to assess the response rate. For 

this pretest a sample of ninety managers was selected from 

the local AMA directory •. 

F. DISCUSSION 

In this section we discuss the contributions of this 

dissertation research to the development of theory as well 

as practice' in developing/redesigning appraisal systems used 

in marketing units. We also provide directions for future 

research. 
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1. Results and Manaqerial Implications 

The results of this dissertation provide us with some 

interesting novel findings. First, this is the first study 

to provide empirically based knowledge on the relative 

impact of environmental, organizational, and strategy 

factors on the content and evaluation mode of the appraisal 

system-in-use. Taken together the findings suggest that the 

performance appraisal systems operating in marketing 

departments tend to have an output orientation rather than a 

behavior orientation. That is, contrary to what it was 

hypothesized, marketing managers are evaluated based upon 

their outcomes (e.g., market share, sales) rather than the 

exhibition of specific behaviors. This result seems to 

suggest that organizations are ultimately concerned with the 

"bottom line" and the outcome performance of their marketing 

managers. This orientation persists to some degree 

irrespective of variations in the external and internal 

conditions that the firm encounters. The only consistent 

exception is top management employee orientation. Here, top 

management employee orientation is significantly positively 

related to behavior-oriented, document-based, and 

interpersonal evaluation and negatively related to output

oriented appraisal systems. 

Second, the study assessed the relative impact of PAS 
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on the psychological and behavioral responses of marketing 

managers. This should provide marketing practitioners with 

unique ideas regarding the development or redesign of PAS 

for their organization. For example, the findings of strong 

positive relationship between output-oriented PAS and 

satisfaction with the PAS, and between output-oriented PAS 

and interdepartmental coordination, combined with the 

finding of a strong negative relationship between output

oriented PAS and dysfunctional behavior illustrate the 

positive effects of an output-oriented appraisal system. As 

a result, these findings may provide some insight into why 

~arketing programs fail at the implementation stage. Since 

an output-oriented reward/appraisal system fosters positive 

psychological responses and appropriate managerial action, 

we would expect future work to find more successful 

implementation of various marketing programs when such an 

appraisal system is used. 

Third, this research provided some limited evidence 

that if an evaluation system for marketing managers is to 

lead to the enhanced levels of performance, than it needs to 

"fit" the strategy of the organization in order to enhance 

performance. That is, ·rather than expect that "output" or 

"behavior" based appraisal systems produce positive (or 

negative) results per se, we found that the PAS needs to 

match the SBU's strategy. Thus, while an emphasis on market 
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share and sales volume may produce high ratings from 

superiors in one SBU, the same evaluation mechanisms may 

lead to poorer ratings in a SBU that follows a different 

strategy -thus reflecting a decrease in the manager's 

performance. Finally, the study provides marketing 

practitioners with insights of which content and/or delivery 

mode fosters or hinders interdepartmental coordination. 

specifically, the findings suggest a strong positive 

relationship between output-oriented PAS and 

interdepartmental coordination. 

2. Future Research 

The study also provides some interesting avenues for 

future research. First, one can examine the relationship 

between performance appraisal systems and managers' 

marketing mix decisions (e.g., product, distribution 

decisions). These data may help determine whether the 

content and delivery mode of the appraisal system impact on 

marketing mix decisions. 

Second an interesting issue would be to study the 

effects that the individual-level appraisal systems 

(examined in this study) might have on the success of the 

marketing unit as a whole. That is, whether a particular 

content or delivery mode of the PAS will lead to higher 
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performance of the marketing department. The reason is that 

the performance of each individual person is expected to 

contribute to the unit's overall performance. 

Third, one can also explore whether the appraisal 

systems are perceived differently by the people who do the 

evaluations (i.e., superiors) versus the people who are 

evaluated (i.e., the subordinates). It is possible that 

superiors and subordinates may have different perceptions 

about the appraisal systems in-use. Difficulty of 

observation, time constraints, information availability, and 

size of the organization may account for these differences 

in perceptions (see Phillips 1981). These factors can cause 

superiors and subordinates to respond differently when asked 

about the appraisal systems in their organizations. 

Furthermore, their responses may not correspond fully to the 

"true" a'ppraisal systems in-use. obtaining reports from both 

superiors and subordinates will allow for a better 

assessment of the "true" appraisal system. 

A fourth interesting issue to be examined is the 

potential dynamic evolution of the appraisal systems as a 

result of environmental and organizational 

conditions/pressures. For example, as the marketing 

department faces stronger competition, modifications in the 

appraisal system may occur (e.g., a shift from an output

orientation to a behavior-orientation). This will provide us 
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with valuable knowledge about what triggers modifications in 

the appraisal systems. 

Finally, studying the relationship between appraisal 

systems and rewards may prove to be one of the most 

fundamental research questions to be examined in the area of 

improving'organizational effectiveness. Researchers in 

organizational behavior argue that the behavior of 

organizational members is driven by the way in which their 

activities are measured/evaluated and rewarded. Appraisal 

systems are assumed to dictate the allocation of rewards to 

organizational members. In turn, these rewards can influence 

organizational effectiveness. The reason is that rewards 

have an impact on employees' motivation, organizational 

culture, and attraction of qualified individuals. However, a 

reciprocal influence process can occur in which the reward 

systems influence the performance appraisal systems. 

Therefore, modeling the connectedness between the appraisal 

systems/processes and the rewards can further enhance our 

understanding about their potential impact on the behavior 

of individuals in organizations. 
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CHAPTER XX 

PERFORMANCE APPRAXSAL SYSTEMS FOR MARKETXNG MANAGERS: 

A CONCEPTUAL FRAMEWORK 

A. XNTRODUCTXON 

Performance appraisal is an unavoidable aspect of 

organizational life (Becker 1987; Whisler and Harper 1962). 

As such, performance appraisal systems have received the 

attention of organizational researchers for over 50 years 

(Landy and Farr 1980). By performance appraisal systems, we 

are specifically referring to the methods and/or procedures 

that are used by managers to evaluate the job performance of 

their subordinates. 

The performance appraisal of marketing personnel is of 

critical importance for both the implementation (see Bonoma 

1985) and control (Jaworski 1988) of marketing programs. 

Specifically, the process of performance appraisal can serve 

(1) as a motivational tool for marketing personnel by 

setting and reinforcing goals and objectives, (2) as a means 

of influencing employee behavior by implicitly or explicitly 

rewarding certain types of behaviors, (3) as a training tool 

by identifying the weaknesses in marketing employees' 

behaviors, (4) as an administrative decision making tool for 

employees promotions or terminations, and (5) as a means for 



26 

inducing feelings of satisfaction in some employees (Landy, 

Barnes, and Murphy 1978; Mohrman, Resnick-West, and Lawler 

1989). 

Yet, the topic has received little, if any, conceptual 

or empirical attention in the marketing literature. The few 

marketing textbooks that have addressed the performance 

appraisal issue for marketing personnel have based their 

discussions exclusively on the management and personnel 

literature (Haas and Wotruba 1983). Moreover, a systematic 

search of the leading marketing journals in the past 20 

years reveals only a small number of articles that have 

focused on normative techniques to evaluate marketing 

personnel (e.g., Cocanougher and Ivancevich 1978; Etzel and 

Ivancevich 1974; Hopkins 1979). Moreover, the published 

research on the control of sales personnel is rather limited 

and more theoretical in nature (Anderson and Oliver 1987; 

Anderson and Chambers 1985; Churchill, Ford, and Walker 

1985; Jackson, Keith, and Schlacter 1983; Mowen, Keith, 

Brown, and Jackson 1985). 

Morover, this limited literature has failed to 

recognize that marketing managers are unique in terms of 

their roles and activities when compared to more 

conventional "internal" roles and units in complex 

organizations. More specifically, marketing managers perform 

boundary-spanning activities/functions which set them apart 
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from more "internal" managerial/nonmanagerial units (e.g., 

accounting, R&D, production) (Thompson 1967, Miles 1980). 

That is, marketing managers are responsible for 

institutional activities -which vary considerably in terms 

of the types of activities performed- as opposed to 

technical and managerial functions (Thompson 1967). That 

means that marketing managers have the unique 

responsibilities -as compared to the other "internal" units

of: (1) representing the organization to its customers (a 

function performed by salespeople too), (2) scanning and 

monitoring customers needs and wants, (3) measuring and 

forecasting of demand for the organization's products or 

services, (4) relying on various distribution and pricing 

strategies to foster (or hinder) demand of the 

organization's products or services, (5) maintaining 

effective selling of the organization's products or services 

(an activity also performed by salespersons), and (6) 

helping to achieve the desired level of collaboration 

between units in a highly differentiated organization (see 

Miles 1980 for a related and more detailed discussion, p. 

316-350) • 

Because of these unique role characteristics Thompson 

(1967) implicitly acknowledges and Miles (1980) argues that 

measuring and evaluating the performance of boundary

spanners (i.e., marketing managers) is difficult. Moreover, 
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since the persons performing the boundary-spanning jobs may 

be the sole source of the information regarding their 

activities and effectiveness, it could be argued that the 

PAS needs to be tailored to their unique functions. 

It is evident from the preceding discussion that the 

performance appraisal systems discussed in the human 

relations literature do not adequately account for 

evaluating a marketing manager's performance. The reason is 

that these systems focus on evaluating "internal" units and 

activities. Hence, there is a need for a new, more 

comprehensive and more expanded theory of performance 

appraisal systems in marketing. To accomplish this goal we 

blend relevant management literature with the findings from 

an exploratory study of PAS in 26 diverse organizations. 

This field work/research effort indicates that the 

traditional (i.e., document-based/"formal" appraisal 

systems) -discussed in the human relations literature do not 

adequately capture the PAS used in marketing. In fact, our 

field research indicates that besides the traditional PAS, 

other nondocument.-based/" informal" appraisal. systems also 

operate within organizations. Importantly, we have no reason 

to believe that these findings are restricted to marketing 

managers. Indeed, it is our expectation that a comprehensive 

consideration of PAS in marketing (and other areas) should 

include both "formal" and "informal" systems. However, to 
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the best of our knowledge this is the first explicit attempt 

to integrate both forms of evaluation in an empirical 

assessment of PAS effects. Thus, we first discuss the 

dimensions (i.e., content and delivery mode) of appraisal 

systems that are likely to be identified within marketing 

units and discuss the factors that are expected to predict 

the content and delivery mode of a particular appraisal 

system. content refers to the nature of the measurement 

criteria of the rating scales/mechanisms in use. Delivery 

mode, on the other hand, refers to the manner in which the 

evaluation is conducted and communicated within the 

appraisal system. 

Next, we move to more interesting questions that have 

not been addressed before either in 'the management or the 

personnel literature. We examine the effects of PAS on the 

behavior and psychological responses (e.g., satisfaction 

with the appraisal system) of marketing employees. 

Finally, we explore another unresearched issue, that of 

the potential moderator effects that the environmental 

context variables (especially strategy) might have on the 

effects of PAS on the behavior and psychology of marketing 

employees. Taken together, the discussion suggests that a 

new theory of appraisal systems in marketing should include 

(1) environmental context variables along with 

organizational and strategy variables, (2) a more 
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comprehensive consideration of the types of PAS, and (3) the 

impact of PAS on the psychological and behavioral responses 

of marketing personnel. 

In the next section, we describe the initial 

qualitative study. Following this discussion we present the 

conceptual framework (Figure 2-1) that integrates literature 

and field research. Finally, we describe the key dimensions 

of the performance appraisal systems (PAS) for marketing 

managers. 

B. FIELD WORK 

1. The Data Base 

Since the objective of this exploratory research effort 

was to develop insights into the specific appraisal systems 

used to evaluate the performance of marketing personnel a 

grounded study of people's understanding of performance 

appraisal systems was carried out. Here we followed the 

data-gathering and data-analysis guidelines suggested by 

Glaser and Strauss (1967) and Mintzberg (1979). That is, 

face-to-face interviews were conducted with marketing 

personnel in 26 diverse organizations. These organizations 

were based in two Southwestern cities and the interviews 

were conducted on the premises of the organization by the 
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author. 

Although ~ small sample, it is consistent with 

recommended sample sizes for uncovering the range of 

responses to a given research question (see Weller and 

Romney 1988, p. 15). Moreover, it is consistent with sample 

sizes employed in previous work in marketing. For example, 

Webster (1981) interview~d a sample of 30 managers in his 

study of top managers' views of the marketing function, 

while zeithaml et ale (1988) in their work on the factors 

that facilitate the delivery of good service quality 

conducted personal int~rviews with approximately 27 

executives and supplemented this information with a case 

study. 

In fact, Mintzberg (1979) argues that the small sample 

approach should not be precluded in the study of complex 

organizations (which he calls "direct research"), because it 

"has often proved superior" to the traditional large sample 

studies. Along the same lines, Glaser and strauss (1967) -in 

their discussion of theoretical sampling procedures of data 

collection for generating theory- note that the "depth" of 

theoretical sampling (which refers to the amount of data 

collected on a group) ,does not require the researcher to 

strive for the fullest possible coverage, but emphasizes the 

collection of data adequate for the generation of properties 

and hypotheses. 
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Because the focus of the study was theory construction 

(i.e., the elicitation of constructs and propositions), a 

theoretical sampling procedure was employed to ensure that a 

wide range of experiences and perspectives were tapped in 

the course of the data collection (see Glaser and strauss 

1967). Specifically, of the 26 organizations studied, nine 

were in consumer good firms, five were in the industrial 

goods arena, and 12 were in service industries (see Table 2-

1). Of the interviewees 12 were marketing directors, seven 

were marketing managers, four were marketing research 

managers, and three were Vice Presidents of marketing (see 

Table 2-2). In terms of size the organizations included in 

the sample ranged from 20 employees to several tens of 

thousands, and in terms of marketing employees ranged from 

one marketing employee to several thousands. This procedure 

enabled us to reach "theoretical saturation" (see Glaser and 

Strauss 1967), that is, we started to observe similar 

phenomena over and over again, indicating the likely absence 

of no obvious unexplained instances. 

Depending upon the familiarity of the interviewees with 

the subject matter, their willingness to share insights, and 

thoroughness of explanations, individual interviews lasted 

between twenty minutes and one hour and were tape recorded, 

with the permission of the interviewees. A standard format 

was followed for all interviews. After a brief description 
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of the research project, each interviewee was asked the 

following questions in sequence: (1) How is your job 

performance evaluated in this organization? (2) What factors 

in your organization -do you think- lead the organization to 

adopt the current system/approach? (3) How satisfied are you 

with the current system/approach? (4) How might the current 

system be improved? However, while these questions guided 

the structure of each interview, it was frequently necessary 

to explain and clarify some of the questions, as well as 

probe deeper with questions so as to elicit examples, 

illustrations, and gain additional insights. Interviewees 

were also asked to provide the interviewer with copies of 

appraisal forms (when used) and governing policies and 

procedures. 

2. Data Analysis 

In analyzing the field research data, we followed the 

steps described by Miles (1979) and Sieber (1976). Two 

people were involved in the analysis by separately reviewing 

interview tapes and discussing any problematic 

interpretations and divergent views until an agreement was 

reached. The analysis was intertwined with the data 

gathering over a period of two months. The analysis process 

consisted of noting emergent patterned consistencies in the 
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interview tapes. No predetermined categories were used in 

keeping with the grounded-theory research approach 

appropriate to insider-oriented studies (Glaser and strauss 

1967). 

Preliminary dimensions/concepts, such as types of 

performance appraisal systems used, kinds of external 

environmental characteristics or internal characteristics 

that predicted/influenced the use of specific appraisal 

systems were compared, revised, or rejected as additional 

interviews were conducted. Relationships and linkages 

between concepts/dimensions were established by noting 

regularities, and hypotheses were provisionally specified as 

new firms were added. 

Further, the copies of the appraisal forms and the 

governing procedures and policies that were provided by the 

interviewees were studied to determine the (general) type of 

the appraisal system used in each of the organizations by 

noting the appraisal criteria and the evaluation standards 

employed. The forms provided a means to confirm the 

appraisal system used in each organization as it was 

described and discussed by each interviewee, and gave also a 

sense of the philosophy that guides the appraising of the 

organization's marketing personnel. 

It should be noted, however, that the same appraisal 

form was used for all marketing personnel in each of the 
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organizations studied. Moreover, the content of the 

appraisal form (when used) was known to all marketing' 

personnel in all the organizations studied. Finally, 

behaviors supported from the interview data and the 

appraisal forms were developed as moderately generalized 

rule statements or hypotheses. A summary of the results were 

sent to the interviewees for review. 

C. CONCEPTUAL FRAMEWORK 

The literature and findings from the interviews are 

organized into a framework that parsimoniously captures the 

antecedents and consequences of PAS in marketing (see Figure 

2-1). Briefly, the Figure shows that conditions in the 

external environment, organizational characteristics, and 

the organization's strategy can be directly linked to the 

content and delivery mode of the appraisal system-in-use. 

[We should note here that besides these two characteristics 

of PAS (namely, content and mode) one additional 

characteristic emerged from the literature and the 

exploratory study, that of "type of rating scale". For the 

sake of completeness, we include this characteristic in our 

discussion of the performance appraisal system in marketing, 

in the next section, even though this characteristic will 

not be examined in this dissertation. In turn, the figure 
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illustrates that PAS influence subordinates' dysfunctional 

behavior, performance, satisfaction with the appraisal 

system, and interfunctional coordination. Finally, the level 

of subordinate participation in the appraisal process is 

shown to moderate these consequences. 

The aim now is to (1) discuss the content and delivery 

of performance appraisal systems in marketing (see center 

box Figure 2-1), and (2) develop a set of hypotheses that 

focuses on the antecedents and consequences of these 

systems. 

D. PERFORMANCE APPRA~SAL SYSTEMS ~N HARKET~NG 

The management and personnel literature have identified 

a wide variety of 'performance appraisal approaches and 

techniques (see Lazer and Wikstrom 1977; Parnes 1982; 

Porter, Lawler, and Hackman 1975). The key characteristic of 

these approaches/systems is that they require "forms" or 

"paperwork" to be used for the evaluation. Thus, there is 

some documentation involved. However, these systems do not 

fully represent the appraisal systems currently used in 

marketing, as it became apparent from the field work. 

Therefore, in this section we will discuss the performance 

appraisal systems employed within marketing units by 

"blending" the human resources literature and the field 
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interview data. 

On the basis of these two "sources of information", 

three key performance appraisal systems characteristics are 

proposed as capturing, in a broad sense, the appraisal 

syst~ms operating within marketing units: (1) content 

emphasis, (2) mode, and (3) type of ra~ing mechanism. 

content emphasis refers to the criteria used in the rating 

scales/mechanisms (i.e., whether behavior or output is 

emphasized). Mode refers to the evaluation method of the 

appraisal system (i.e., whether or not the system is 

document-based). Finally, type of rating mechanism refers to 

the instruments and measurement approaches that are used to 

appraise/assess the performance of marketing managers. 

Furthermore, within each one of these three characteristics 

two subdimensions can be identified. They are discussed 

next. 

1. content Emphasis: 

Behavior-Oriented Versus output-oriented PAS 

The various measurement approaches of appraising 

marketing managers performance can focus on evaluating only 

behaviors, only results, or some combination of both. Hence, 

within this dimension two broad class of appraisal systems 

can be identified: behavior-oriented and output-oriented PAS 



(see also Mohrman, Resnick-West, and Lawler 1989; Anderson 

and Oliver 1987). 
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Behavior-oriented PAS are concerned only with levels of 

performance and kinds of behavior that could indicate how 

well a marketing manager performed. Hence, appraising 

marketing managers performance focuses entirely on the 

specific dimensions of behavior (e.g., planning, organizing, 

directing, controlling, managing budgets) that the marketing 

manager is expected to perform. That is behavior-oriented 

PAS have a process-orientation. 

Ouchi (1979) argued that the implicit assumption of 

such an appraisal system is that by evaluating a manager in 

terms of the means, behaviors, or activities, ultimately 

leads to the achievement of the desired outcomes. However, 

if this assumption proves to be invalid, it is reasonable to 

expect a shift towards an output orientation vis-a-vis a 

behavior one. In sum, performance evaluation under a 

behavior-oriented PAS centers on the assessment involving 

what people do rather then what they "measurably achieve" 

(Anderson and Oliver 1987). 

The major advantage of such an appraisal system is the 

control that the superiors can exercise over their 

subordinates. In such systems, management imposes its ideas 

of what the employee should be and do to achieve results. 

Another advantage of a behavior-oriented PAS is that it 
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allows superiors to eliminate inequities that may arise when 

using output measures, therefore not permitting marketing 

managers to be rewarded or punished inequitably for events 

they do not infiuence. For example, in some cases factors 

(e.g., a fierce competition) that are beyond the marketing 

manager's control may have a major impact on outcomes (e.g., 

market share). On the other hand, behavior-oriented PAS 

suffer from complexity and subjectivity of the evaluation. 

In other words, the more comprehensive they become, the more 

difficult becomes for management to collect and combine the 

information (Anderson and Oliver 1987). Hence, under such 

circumstances it is likely that marketing managers would 

evaluated by using an output-oriented appraisal system (see 

Anderson and Oliver 1987 for a similar argument). 

Additionally, subjectivity may introduce bias, halo effects, 

and lack of credibility in the evaluation system (Behrman 

and Perrault 1982; Jackson et al. 1983). 

In contrast, output-oriented PAS focus on the specific 

accomplishments and results that marketing managers achieve 

rather than on how they accomplish these results. Hence, the 

employee is evaluated in terms of the results of his/her 

behaviors relative to set standards of performance (Merchant 

1985). Of course, these standards of performance are set 

ahead of time, so that employees know where to aim. In fact, 

setting the outcome standards can be tantamount to deciding 



what to measure to evaluate performance (Mohrman, Resnick

west, and Lawler 1989). 
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The main advantage of output-oriented PAS is that they 

encounter the least resistance from the employees. In 

addition, they serve as a motivational tool in the sense 

that nonperformers receive fewer rewards (Anderson and 

Oliver (1987). However, research indicates that output

oriented PAS may result in side effects and reactions (i.e., 

dysfunctional consequences), by allowing statistics (i.e., 

outcomes) to become the sole determinant of employee's 

performance (Ridgeway 1956; Keeley 1977). These 

dysfunctional consequences may harm the organization in the 

long run. For example, a marketing manager may decide not to 

penetrate a certain market area with a new product offering 

because of lack of immediate outcomes. Rather slhe may be 

motivated to pursue a smaller, regular market with already 

established products that will result in immediate returns. 

However, we disagree with other researchers (e.g., 

Anderson and Oliver 1987) who argue that output-oriented PAS 

use objective measures to evaluate performance. Rather we 

argue that in output-oriented PAS the evaluation of the 

achievement of predetermined goals can be also subjectively 

determined (see Mohrman, Resnick-West, and Lawler 1989, p. 

64 for a similar argument). That is, a marketing manager's 

performance level itself is assessed "subjectively" to some 
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degree, as opposed to the goals being subjectively 

determined. For example, consider an individual who is 

evaluated based upon his/her level of achievement (e.g., far 

exceeded, consistently exceeded, exceeded, constantly met) 

of his/her goals (e.g., market share maintenance). Clearly, 

in this situation, where the job includes a less 

quantifiable requirement, there is enough room for the 

individual's immediate superior to use his/her judgement to 

evaluate the performance of that individual. 

Finally, there is no prior research to provide any 

specific guidelines on the issue of how behavior-oriented 

PAS are combined with output-oriented PAS. Yet, we need to 

consider the degree to which a behavior-oriented PAS, with 

its emphasis on evaluating behaviors, relates to performance 

outputs. That is, is it always the case that by evaluating 

behaviors this would lead to the achievement of the desired 

outcomes? Or is it the case that under certain conditions 

(e.g., external environmental turbulence) emphasizing 

behaviors alone may not produce the desired outcomes? A 

positive answer to the first question would indicate that 

emphasizing behaviors over outcomes should always produce 

clear performance. However, a positive answer to the second 

question would suggest that there is no consistent direct 

map between behavior and outputs, and the relationship 

between behaviors and outputs is characterized by a lot of 



42 

"noise." As a result, organizations that are concerned with 

long term survival might find it necessary to emphasize 

outputs rather than behaviors, particularly when the link 

between behaviors and outputs is not clear and strong. 

Relatedly, we need to consider to the degree to which a 

performance appraisal system emphasizes a behavior 

orientation rather than an output orientation, and what 

happens to this relationship over time. Given that 

organizations eventually have to be concerned with long term 

survival and the bottom line i.e., performance, to what 

extent must performance appraisal systems emphasize output 

orientation or gradually shift emphasis over time? These. 

issues can be best addressed by a longitudinal study that 

examines what happens to the composition of the appraisal 

systems overtime. However, these issues are outside the 

scope of this dissertation. 

2. Mode 

Traditional types of performance appraisal systems (as 

are the ones we discuss, next, in the "type of rating 

mechanism" section) require the use of some kind of "form" 

to be used that describes the marketing managers performance 

for a certain period of time. Therefore, we term these 

systems document-based appraisal systems. 



However, during the field work it was observed that 

organizations do not always use a document-based appraisal 

system. Rather, the evaluation of the marketing managers 

performance is often done verbally. That is, the appraisal 

consists of an interpersonal process, in which marketing 

managers are evaluated verbally by their supervisors. In 

other words, personal feedback is utilized to monitor 

employees performance without any backup documentation. 
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It is important to note here that we consider this 

interpersonal appraisal process as a separate, albeit 

related, construct with the informal day-to-day feedback 

that a marketing manager may receive about his/her 

performance from his/her superior. The key dimension that 

distinguishes these two constructs from each other is that 

the former is a deliberate, explicit, and specific decision 

that organizations make when they design the appraisal 

systems, while the latter is elicited voluntarily from the 

superior rather than being dictated by any established 

organizational processes or procedures. 

Of course, the nature of this feedback can vary widely, 

ranging from behavior-oriented to output-oriented or both 

(see our preceding discussion of behavior and output PAS). 

This is feasible, since both superiors and subordinates 

often "stay in close contact" (see Blanchard and Johnson 

1982). As two managers put it: 
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"There is no process where you have written analyzation 
of how your job is going. It's something that is done 
on verbal basis and on an ongoing basis, just on a 
daily basis." (VP Marketing, consumer products 
company) 

"This is ongoing ••• you don't have a formal basis, you 
don't know when the President of the company will walk 
in and say what's going on here, so you're always 
ready, you're always on top of that information ••• on 
a monthly basis we go over one's numbers ••• so we have 
a system that we look over but it's ongoing basis." 
(Marketing Director, service organization) 

It is our belief that the emergence of this appraisal 

system reflects the fact that marketing managers act as 

boundary spanners. Therefore, this appraisal system might 

address their unique job characteristics. In addition, it 

may serve as a means to better evaluate their performance. 

3. Type of Rating Mechanism 

Although the type of rating mechanism will not be 

examined as a part of this dissertation, it is important to 

review developments in this area in any comprehensive 

discussion of PAS. In general, two broad categories are 

associated with this dimension, judgmental/subjective and 

objective systems (Eichel and Bender 1984; Landy and Farr 

1980; Landy and Trumbo 1980; McGregor 1957; Parnes 1982; 

Sokol and Oresick 1986). The objective systems employ 

measures which are often observable and quantifiable, while 

the sUbjective ones contain criteria which are less 
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observable and thus require judgment regarding the degree to 

which the subordinate meets the criterion/measure and what 

the measure (e.g., leadership behavior) actually means (see 

Carroll and Schneier 1982; Parnes 1982). 

Although all types of appraisal systems have biases, 

the objective systems are generally thought to control for 

these much better than the subjective systems (Gibson, 

Ivancevich, and Donnely 1982). Examples of objective systems 

are MBO (management by objectives) and goal setting, which 

utilize output measures such as goals and standards to 

evaluate the performance of organization members (see 

Carroll and Schneier 1982; Hopkins 1979 among others). 

Examples of judgmental systems include various rating 

systems such as rating scales, (weighted) checklists, 

ranking methods, behaviorally anchored ratings (BARS), 

critical incident methods, and narrative/essay description 

of performance. These systems evaluate the level of 

performance by comparing an individual's performance to a 

standard/criterion (see Hopkins 1979; Lazer and Wikstrom 

1977; Porter, Lawler, and Hackman 1975 among others). 

Organizations may rely on some type of judgmental 

system. The judgmental/subjective systems identified in the 

field study were rating systems and essays. In rating 

systems, the appraisal instrument is the familiar graphic 

rating scale (Cummings and Schwab 1973; DeVries, Morrison, 
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Shullman, and Gerlach 1981; Locker and Teel 1977). The rater 

evaluates the level of employee performance in each category 

by checking a box, or circling a number or letter. The 

factors to be rated generally described specific job 

behaviors (e.g., planning and organizing, directing, 

controlling, managing budgets) rather then traits, although 

a few forms included personality traits (e.g., creativity, 

leadership, judgment, initiative, oral/written expressions 

among others). This finding reflects the continuous movement 

away from using personality characteristics as it has been 

also noted in the management (Buford, Burkhalter, and Jacobs 

1988; Porter, Lawler, and Hackamn 1975; Wickstrom 1964) and 

sales literature (Churchill, Ford, and Walker 1985). Apart 

from the fact that evaluating personality characteristics 

rarely has withstood court tests, the method also requires 

the cumbersome task of unambiguous, consistently applied, 

well-communicated, job-relevant illustrations and 

definitions in order to be useful. Furthermore, personality 

characteristics are not sufficiently tied to concrete 

behaviors. As a result it is difficult to set goals and 

objectives for future and this serves to reduce the 

motivational potential of the appraisal process. 

Further, some variations of the rating system ask the 

rater to use a weighted value for each behavior. For 

example, one corporation, in our field work, uses a form in 
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which each behavior is assigned a rating which in turn is 

multiplied by a preassigned importance weight to "produce" a 

weighted rating. Finally, organizations may require that the 

ratings be supported by narrative descriptions of behavior, 

strengths and weaknesses, and areas of training and 

development for the ratee. 

Other organizations rely on some type of objective 

system, such as an MBO (Etzel and Ivancevich 1974; Drucker 

1954; McGregor 1957; Odiorne 1965) or goal setting (Locke 

1968) procedures. Both MBO and "goal setting" involve the 

joint identification of objectives, goals, and standards 

from the supervisor and the subordinate. The objectives must 

contribute to the overall goals of the organization and the 

subordinates must have sufficient control to accomplish 

them. Evaluation is based on whether the goals or objectives 

are met in relation to the predetermined standards (see 

Anderson and Oliver 1987). An important point, however, 

needs to be acknowledged. Compared to the preceding 

appraisal systems which had a basic historic orientation 

(i.e., linking past behavior with past results), the MBO and 

goal-setting approaches have a future orientation (i.e., 

emphasizing present performance and future goals), since 

they involve both appraisal at the end of an operating 

period and goal setting at the beginning (Haas and Wotruba 

1983; Patz 1975). [Again, we should remind the reader that 



hypotheses will not be developed and tested for this 

characteristic in this dissertation]. 

B. SUMMARY 
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Performance appraisal is an almost universally accepted 

fact of organizational life. Appraising the performance of 

marketing managers is a challenging activity and an 

important element in the information and control system of 

most complex organizations. It is challenging because the 

marketing function is an inherently complex task and 

includes various sets of activities. Its importance, on the 

other hand, derives from the fact that completes the 

management cycle of planning, implementing, and controlling 

the organizational activities of most complex 

organizations. 

The proposed performance appraisal model (Figure 2-1) 

provides a conceptual framework in an area where little, if 

any, prior research has been done. The framework is based on 

an integrated review of the management and personnel 

literature and on an interpretation of qualitative data 

generated from in-depth interviews with marketing managers 

in 26 diverse organizations -an approach consistent with 

procedures recommended for marketing theory development 

(Zaltman, LeMasters, and Heffring 1982). 
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The research reported in this dissertation indicates 

the limited ability of the appraisal systems discussed in 

the human relations literature to capture the appraisal 

systems operating within marketing units. More specifically, 

we argued that the human relations literature addresses the 

appraisal systems designed for "internal" roles and units. 

However, marketing managers perform boundary-spanning job 

activities, As a result, their performance needs to be 

evaluated in ways that reflect their unique job 

characteristics. 

In order to gain insights into the performance 

appraisal systems used to evaluate the performance of 

marketing managers an initial qualitative study was 

undertaken. Then by blending the results of the qualitative 

study and relevant management and personnel literature an 

organizational framework (Figure 2-1) that links 

environmental context, performance appraisal systems, and 

consequences was presented. 

This model is worth noting for three reasons. First, it 

focuses on an area that has sUbstantial theoretical and 

empirically demonstrated significance for organizational 

effectiveness. Yet, it has not been of major concern in the 

marketing literature. Second, it identifies an appraisal 

system, not discussed in the literature before, that is used 

to evaluate the performance of marketing managers, that of 
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interpersonal evaluation. This system is suggested to 

reflect the unique roles that marketing managers perform as 

boundary-spanners. Finally, it focuses on the antecedents as 

well as the consequences of the performance appraisal 

systems. More specifically, we identify variables (e.g., 

environmental turbulence, centralization of the 

organization) within the environmental context of the 

organization and that have both a predictive role in shaping 

the design of the appraisal systems in-use in marketing and 

a moderating role in shaping preference appraisal effects. 

We then note that performance appraisal systems can have 

consequences for the marketing managers in terms of 

psychological and behavioral responses (e.g., satisfaction 

with the appraisal system, dysfunctional behavior). 

In summary, this model serves both to highlight a 

neglected, yet certainly important, area in marketing 

management, and to emphasize the point that performance 

appraisal systems are dependent as well as independent 

variables. It is hoped that this model will further help to 

stimulate and organize further empirical rese~rch about the 

performance appraisal systems in marketing. 



TABLB 2-1 

Classification of Firms in Field study 

Category 

Consumer Industries 
Industrial Industries 
Service Industries 

Total 

Absolute 
Number 

9 
5 

12 

% 
(N=26) 

35 
19 
46 

100.0 

51 



TABLE 2-2 

Marketing positions held by Informants in Field study 

position 

Marketing Manager 
Marketing Director 
VP Marketing 
Marketing Research Manager 

Total 

Absolute 
Number 

7 
12 

3 
4 

% 
(N=26) 

27 
46 
12 
15 

100.0 

52 
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CHAPTER III 

RESEARCH HYPOTHBSES 

A. RESEARCH HYPOTHESES 
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In ~his chapter, we develop specific research 

hypotheses based upon the conceptual framework presented in 

chapter 2 (see Figure 2-1). More specifically, we first 

develop hypotheses regarding the effects of the antecedent 

variables (i.e., external environment, organizational 

characteristics, and organizational strategy) on the use of 

the appraisal systems. Then, hypotheses regarding the impact 

of PAS on employees' behavior, satisfaction with PAS, 

performance, and interfunctional coordination are developed. 

Finally, we develop hypotheses that consider whether 

performance appraisal systems interact with or are 

contingent upon the context in which they are used. 

1. Antecedent Conditions 

As indicated in Figure 2-1, there are three classes of 

variables that are expected to influence the content and the 

delivery mode of the PAS used. They are environmental and 

organizational characteristics and the organization's 

strategy. Within each factor, several more specific 
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variables have been identified. In the following discussion, 

we examine the role of each of the variables, define 

relevant terms, and develop specific research hypotheses 

concerning the relationship between the variables and the 

appraisal system(s). 

This discussion considers the effects of each one of 

these variables independent and in isolation of the. other 

variables. Yet, one can also examine the effects that a 

potential interaction across these three classes of 

variables as well as within each class can have on the 

content and delivery mode of the PAS in-use. For example, 

consider a situation whereas an organization faces both a 

turbulent environment and strong competition. Than, it is 

reasonable to expect that this organization's PAS will 

differ from the PAS of another organization that faces only 

either a turbulent environment or strong competition. 

Nevertheless, the study of such interactions among the 

antecedent variables is not within the scope of this 

dissertation. Hopefully, future research can address these 

issues in more detail. 

1.1. External Environment 

The external environment consists of elements existing 

outside the boundaries of the organization that have the 
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potential to affect organizational processes (Grant and King 

1982). The external environment can be divided into macro 

and operati~g (Galbraith 1977). The macro environment refers 

to the social, political, regulatory, economic, and 

technological conditions existing within the firm's context, 

while the operating environment refers to the suppliers, 

customers, and competitors with which the firm deals 

directly. 

Prior research and the interviews in the exploratory 

study suggest that the following variables/elements within 

these two general environments are related to the appraisal 

systems: (1) environmental turbulence and (2) competitive 

intensity. For example, research has shown that competitive 

intensity is associated with increased use of output 

measures (Khandwalla 1972). Hence, it is argued that these 

characteristics will influence the appraisal system(s) 

(i.e., the content and delivery mode) that are likely to be 

used within a marketing unit. 

1.1.1. Environmental Turbulence. Turbulence (see Figure 2-1) 

refers to an environment characterized by both complexity 

and rapid changes. Environmental complexity is defined as 

the number of external elements that are relevant to an 

organization's operation (Daft 1983). In a marketing 

context, a highly turbulent environment would be 



characterized by a large, diverse number of external 

stakeholders that have unpredictable characteristics 

(Jaworski 1988). 
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Several managers indicated that their organizations 

consider the conditions that prevail in the firm's 

environment in the appraisal of their managers. One manager 

put it this way: 

"I'm not evaluated directly on sales, because they 
don't think this would be fair, because there are a lot 
of other things in the world, in the market place, the 
economy or whatever [that affect my performance] ••• " 
(Marketing Director, service organization) 

Thus, it appears that firms will find it very difficult to 

rely on "traditional" (i.e., document-based) appraisal 

systems and procedures when the environment is constantly 

changing (see Burns and Stalker 1966). Furthermore, Keeley 

(1978) and Govidarajan (1984) indicate that under conditions 

of high perceived environmental uncertainty, organizations 

tend to rely on subjective performance evaluations. These 

subjective evaluations focus on nonfinancial, nonnumeric 

performance assessments. Therefore, it can be argued that as 

environmental conditions become more chaotic and 

unpredictable, the need for monitoring, directing, and 

evaluating employees' behavior increases (see Anderson and 

Oliver 1987). In addition, waterhouse and Tiessen (1978) and 

Becker and Gordon (1966) argue that when environmental 

conditions change very rapidly, organizations tend to use 



58 

less formal rules, procedures, and documentation. Therefore, 

one would expect that when the environment is constantly 

changing, interpersonal feedback can serve as a means for 

achieving a higher degree of control of employee actions and 

behaviors, so that the organization can respond effectively 

to the rapidly changing environment. Hence, we expect the 

following: 

HI: The greater the turbulence in the external 
environment, 
(1) the greater the emphasis on behavior-oriented 

content, 
(2) the less the emphasis on output-oriented 

content, 
(3) the greater the emphasis on interpersonal 

evaluation, and 
(4) the less the emphasis on document-based 

evaluation. 

1.1.2. Competitive Intensity. Competitive intensity (see 

Figure 2-1) refers to the degree of rivalry among firms 

producing products that are close sUbstitutes (see Gatignon 

1984; Porter 1980; weitz 1985). Organizations respond to the 

intensity of competition by altering organization structure, 

internal work patterns, policies and procedures (Daft 1983). 

Several executives noted that competitive intensity 

has an influence on the appraisal system in use. Strong 

competition makes it important for an organization to 

monitor its employees' performance very closely, so that the 

organization can respond quickly and effectively to the 



59 

competition. Thus, we anticipate that frequency of both 

interpersonal and document-based appraisal will increase. As 

one manager said: 

"We're a very aggressive industry, and in order to keep 
up with the competition you always have to watch your 
bottom line. I think you watch your bottom line by 
seeing what your people are doing." (Marketing/Media 
Manager, consumer products company) 

As the competitive environment intensifies, the 

organization often feels that it must monitor more closely 

the "bottom line" of their marketing employees. This basic 

hypothesis also has support in the management control area. 

For example, Khandwa11a (1972, 1973) found that the greater 

the competitive intensity the greater the use of output

oriented controls (see also otley 1978). Thus, we expect an 

increasing reliance on output criteria (see Levitt 1977) as 

competition intensifies. Therefore, we expect the following 

hypothesis to hold: 

Hz: The greater the intensity of competition, 
(1) the less the emphasis on behavior-oriented 

. content, 
(2) the greater the emphasis on output-oriented 

content, 
(3) the greater the emphasis on interpersonal 

evaluation, and 
(4) the greater the emphasis on document-based 

evaluation. 
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1.2. Organizational Characteristics 

organizational characteristics refer to elements within 

the firm's official jurisdiction. Like the external 

environment, they play a role in determining the type of 

appraisal system used (see Figure 2-1). The elements that 

emerged from the interviews and the literature were: 

(1) organizational structure, (2) top management's 

philosophy, and (3) employee oriented top management. 

1.2.1. organizational structure. organizational structure 

pertains to internal characteristics of the organization, 

and can include several dimensions. One dimension that 

emerged from the interviews is the degree of centralization. 

Centralization refers to the extent to which marketing 

activities and decisions are concentrated within a few 

positions (John and Martin 1984). We can distinguish two 

aspects of centralization, hierarchy of authority and 

participation in decision making (Aiken and Hage 1968). The 

hierarchy of authority dimension refers to the extent to 

which decisions about marketing activities must be referred 

to the immediate superior in the hierarchy of the 

organization. Participation in decision making, on the other 

hand, refers to the extent to which marketing managers have 

input on the activities in question. An organization is 
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considered centralized when either decision making authority 

is kept at the top or participation in decision making is 

limited. 

Several managers noted that the structure of their 

organization has an impact on the appraisal system in use. 

This is consistent with previous research (Lawler and Rhode 

1976) which indicated that organization structure affects 

the performance evaluation systems that are used for 

managers. 

In highly centralized organizations decisions tend to 

be made at the top. A formal program provides top management 

with information about areas of weaknesses and/or strengths, 

and consequently can be the basis for planning and 

development. Hence, a formal system provides necessary 

information that allows a centralized administration to 

operate efficiently. However, as compared to a decentralized 

organization, management in a highly centralized 

organization is expected to have less interpersonal 

interaction with its employees (see Worthy 1950). Further, 

in such organization top management is ~xpected to emphasize 

the attainment of specific goals rather then the exhibition 

of specific behavior(s). Effectiveness and efficiency 

reasons "force" top management to concentrate on the 

accomplishment of these (lower-order) goals, since they 

might be considered necessary for the achievement of the 
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overall goals/ends of the organization. Moreover, top 

management should be better able to rate whether 

subordinates did or did not perform acceptably since it is a 

matter of determining whether an agreed upon goal was 

reached. Even though we recognize that individual managers 

may exhibit different styles, the preceding discussion 

suggests that: 

H3A : The higher the hierarchy of authority in an 
organization, 
(1) the less the emphasis on behavior-oriented 

content, 
(2) the greater the emphasis on output-oriented 

content, 
(3) the less the emphasis on interpersonal 

evaluation, and 
(4) the greater the emphasis on document-based 

evaluation. 

H3B : The higher the level of participation in decision 
making in an "organization, 
(1) the greater the emphasis on behavior-oriented 

content, 
(2) the less the emphasis on output-oriented 

content, 
(3) the greater the emphasis on interpersonal 

evaluation, and 
(4) the less the emphasis on document-based 

evaluation. 

1.2.2. Top Management's Philosophy. Top management's 

philosophy refers to the impact of top management on 

corporate values, images, strategies, and processes (see 

Figure 2-1). One of the most frequently mentioned 

determinants of the PAS used was top management's (verbal 
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and behavioral) commitment to the appraisal process. This 

was a persistent theme across all levels, departments, and 

types of organizations. Top management commitment refers to 

the belief of management in the value and merits of a 

particular appraisal system. The following quotes illustrate 

the pervasiveness of this factor: 

" ••• our general manager is an informal manager. He 
hasn't had a lot of formal training from an educational 
stand point. He feels that there are' enough formal 
things and pressures that we have to do in our job 
every day that when it comes to evaluating somebody 
he'd like to be at ease with that." (Marketing 
Director, consumer products company) 

" ••• top management believes in MBO II (Senior Analyst 
Corporate Research, service organization) 

" ••• because of the nature of the president ••• [his] 
style has filtered through the system." (Account 
Supervisor, service organization) 

The above finding is very consistent with previous 

research. Hall and Schneider (1973) indicated that the 

leadership style of the person at the top plays a strong 

role in shaping the style and process of the organization. 

Similarly, Hall (1983) discusses the influence that the 

person at the top (president, chairperson, director, etc.) 

has over appraisal procedures within the organization., 

However, we need to recognize the potential role that 

middle-level managers might have on the different types of 

PAS. That is, middle-level managers might have a significant 

mediating effect on the implementation of those PAS in which 
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they have a role. For example, consider a situation in which 

the top management of an organization strongly believes in 

the merits of using a behavior-oriented PAS. Assume, next, 

that a middle-level managers exhibits behaviors that are not 

up to the required standards. As a result, this person can 

influence the behavior-oriented PAS used to evaluate his/her 

subordinates either by changing their perceptions about the 

usefulness of such a system or by stressing its potential 

inadequacies. The result will be that these low-level 

managers may infer that top management does not truly 

believe in the appropriateness of this system. However, if 

instead a document-based PAS was advocated than such 

influences are not possible because the information provided 

in such case is very concrete and well documented. Although 

we keep such background moderating influences in mind, we' 

offer the following hypothesis: 

H4 : The greater the top management's preference for a 
given content and mode of a PAS, the more likely 
the use of that appraisal system. 

1.2.3. Employee oriented Top Management. A related top 

management issue that emerged from the interviews is the 

degree to which top management believes in the growth of 

employees within the company and the superior-subordinate 

communication is highly valued (see Figure 2-1). More 
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specifically, an employee oriented top management involves 

strong commitment to a participative climate, including such 

activities as team management, constant two-way feedback, 

and ongoing discussion and communication. In such 

situations, marketing superiors have a well-defined idea of 

what they want their subordinates to do and work with them 

to ensure they behave (i.e., the subordinates) accordingly 

(see Anderson and Oliver 1987). When top management believes 

in the development and growth (both professionally and 

personally) of employees within the company, than "opening 

channels" for communication and open discussion can be 

considered a means to materialize these beliefs (Larson 

1984). Hence, even if a formal PAS is used, it is expected 

that it will be supplemented by a continuous interpersonal 

evaluation process. Such a strategy, however, assumes that a 

mutual understanding between top management and employees 

has been developed. In other words, top management is viewed 

as a "coach" and counselor rather than a judge~ Two managers 

said: 

" our general manager would like us [employees] to 
feel at home •.. " (Marketing Director, consumer products 
company) 

" ••• it's not jU$t how you are on a job but how else 
professionally and personally you want to grow and how 
you can do that in the company." (Director of Planning, 
service organization) 

Based on the above discussion, we expect that: 



~: An employee oriented top management will place, 
(1) more emphasis on behavior-oriented content, 
(2) less emphasis on output-oriented content, 
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(3) more emphasis on interpersonal evaluation, and 
(4) less emphasis on document-based evaluation. 

1.3. Organizational strategy 

The concept of strategy has been considered to play a 

key role in organizational analysis and behavior. strategy 

is viewed as a mechanism that not only guides the 

organization in its relationships with its environment, but 

also influences and shapes the internal structures, 

processes, and operations of the organization (see Miles and 

Snow 1978; Hambrick 1980). Therefore, it is expected that a 

linkage between strategy and performance appraisal systems 

in-use does exist. Yet, no prior research has examined such 

a linkage. However, the appropriateness of the appraisal 

system (process) used is a pivotal factor in enabling the 

organization to continue to evolve and be successful in the 

market place (Miles and Snow 1978), and to determine and 

reward the behavior of marketing managers that is necessary 

for the implementation of the organization's strategy. 

Several typologies have been developed to study 

organizational strategy. However, the Miles and Snow (1978) 

typology seems to be the most appropriate, since it views 
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the organization as a complete system that must design an 

internal structure and process (in our case a performance 

appraisal system) that suits best the type of organizational 

strategy employed. The strategies identified by Miles and 

Snow (1978) are called the defender, prospector, analyzer, 

and reactor. 

According to Miles and Snow (1978), the defender is 

characterized by the setting of specific output objectives 

which are then translated into specific operational goals. 

Further, the defender's organization structure requires a 

high degree of formalization and centralization with a 

prescribed set of behaviors. However, such a structure 

restricts the level of "communication" between the 

organization's top management and its employees, because of 

effectiveness and efficiency reasons (Miles and Snow 1978). 

Moreover, the defender'S fundamental concern is 

"efficiency," that is the achievement of the specific goals. 

As a result employees are expected to be evaluated based 

upon the attainment of these goals as well as the 

prescription to specific appropriate behaviors which are 

considered to lead to the attainment of these goals (see 

Miles and Snow 1978) . 

The prospector's primary focus is on effectiveness. 

That is, it emphasizes outcome measures (Miles and Snow 

1978). However, at the same time a continuous two-way 
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communication process operates, which enables the 

organization to respond effectively to market change as well 

as to take any necessary actions to immediately correct any 

deviations from the organization's members desired 

performance. This continuous feedback process is facilitated 

by the organization structure, which is characterized by a 

low degree of formalization and centralization. 

The analyzer needs to have an assortment of control 

techniques in order to maintain a successful performance for 

its differentiated subunits (Miles and Snow 1978). Given 

that an analyzer is a mixture of both a defender and a 

prospector and therefore places emphasis on both efficiency 

and effectiveness, we expect an analyzer to use the 

appraisal systems of a defender and a prospector 

respectively for its differentiated sUbunits. 

The reactor is assumed to lack any specific set of 

goals and organizational structures and processes (Miles and 

Snow 1978). Rather, a reactor simply responds to 

environmental pressures. As a result, a "simple" output

oriented appraisal system (which simply evaluates managers 

ability to maintain the organization's status quo or ability 

to cope with pressure) is expected to be used. 

However, we need to recognize the fact that 

organizations do not always develop their strategies in a 

manner consistent with the dictates of the Miles and Snow 
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(1978) environmental and organizational characteristics or 

other normative frameworks. For example, it is possible that 

a firm may respond to its environment by emphasizing outcome 

measures but still operate in an extremely decentralized 

fashion. Recognizing that such aberrations would inflate the 

premises of the hypotheses that follow, we propose that: 

HM : In organizations which are identified either as 
defenders or as analyzers, marketing managers will 
be more likely to be evaluated based upon . 
behavior-ori~nted content as compared to 
organizations identified either as prospectors or 
as reactors. 

H6B : In organizations which are identified either as 
defenders or as reactors, marketing managers will 
be more likely to be evaluated based upon 
document-based evaluation as compared to 
organizations identified either as prospectors or 
as analyzers. 

H~: In organizations which are identified either as 
prospectors or as analyzers, marketing managers 
will be more likely to be evaluated based upon . 
interpersonal evaluation as compared to 
organizations identified either as defenders or as 
reactors. 

2. Consequences 

In addition to examining the antecedents of PAS, this 

dissertation also examines the direct effects of PAS on 

employees dysfunctional behavior, managerial performance, 

satisfaction with the appraisal system, and interfunctional 

coordination. We also examine whether PAS are contingent 
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hypotheses to be tested are presented below. 

2.1. Dysfunctional Behavior 
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Little, if any, empirical research today has examined 

the impact of various types of performance appraisal systems 

on the behavior of employees. However, to better understand 

how performance appraisal systems might affect employees 

behavior, a discussion of the purposes of the appraisal 

systems is in order. Performance appraisal systems serve two 

basic purposes: administrative purposes (i.e., to determine 

employee salary increases, promotions, terminations etc.) 

and development purposes (i.e., to provide employees with 

specific job feedback and counseling to improve future job 

performance) (MCGregor 1957). These two purposes are often 

in conflict (Meyer et ale 1965). The reason is that, in the 

first case, the superior is expected to play the role of a 

judge, whereas in the latter instance the superior is 

expected to play the role of a counselor. 

This dual role that superiors play in the appraisal 

process may cause several dysfunctional consequences which 

have not been studied in the marketing literature. If we 

view an appraisal system as a type of a control system than 

we would expect that performance appraisal systems would 
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cause "many of the other dysfunctional consequences that 

control systems produce" (Porter et ale 1975, p. 320). We 

will review three types of dysfunctional"behavior associated 

with the use of performance appraisal systems: subordinate 

defensiveness, invalid/misleading data reporting, and 

bureaucratic behavior (see Porter et ale 1975). 

Subordinate defensiveness refers to situations in which 

subordinates who need the most development tend not to hear 

criticisms about the kind of development they need, but 

rather tend to think up arguments to refute the first 

criticisms (Porter et ale 1975; Meyer et ale 1965). In fact, 

McGregor (1957) notes that there is an inverse relationship 

between the effectiveness of the communication from the 

superior to the subordinate and the subordinate's need to 

hear it. 

Invalid/misleading data reporting refers to situations 

in which the performance appraisal system/process fails to 

produce accurate data about employees performance level. 

Several researchers, in the behavioral science literature, 

have pointed out several examples associated with such type 

of behavior. For instance, one example is the fact that 

employees may deliberately provide inaccurate data about 

their performance (see Argyris 1951; Hofstede 1967). That 

is, employees feel that it is in their best interest not to 

provide complete and valid data about their performance. 
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Another example, of how subordinates can provide invalid 

data is when they present false estimations of what is 

possible in terms of future performance (Porter et ale 

1975). That is, subordinates intentionally lead their 

superiors to believe that low levels of performance are 

reasonable, when in fact much higher ones are possible (see 

Whyte 1955). 

Finally, bureaucratic behavior refers to situations 

where performance appraisal systems make managers behave in 

ways that help them look good on the appraisal measures but 

are dysfunctional for the organization (Porter et ale 1975). 

Hence, the employees try to maximize their individual goals 

at the expense of the organization's goals. When these goals 

are in conflict then bureaucratic behavior is likely to 

result. For example, consider the case of a salesperson who 

emphasizes sales volume at the expense of long-term customer 

relationships. The salesperson here is motivated to pursue 

immediate returns by minimizing service and by selling 

products to smaller, regular accounts. 

The exact effect that a certain content and mode of 

appraisal system has on each of these three dysfunctional 

behaviors has not been yet established. However, evidence in 

the management control literature suggests that formal 

output types of control tend to increase dysfunctional 

behavior (see Merchant 1985). The reason is that an output-
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oriented procedure has the danger of emphasizing short-term 

measurable aspects of performance (e.g., cost reduction) at 

the expense of other long-term, less quantifiable 

performance aspects (e.g., capital maintenance) (Keeley 

1978). Furthermore, an appraisal system that emphasizes 

outputs does not produce the type of data which is needed to 

counsel and develop employees (Porter et al. 1975). The 

reason is that it does not provide information why the 

person did or did not achieve the desired results. However, 

identifying the kind of development that an individual might 

need, may be the first step in reducing his/her 

dysfunctional behavior. 

On the other hand, one would expect that an 

interpersonal appraisal process system would be negatively 

related to dysfunctional behavior. The reason is that such a 

process emphasizes/fosters mutual understanding and respect, 

cooperation, and job-related discussions (Jaworski and 

MacInnis 1989). Therefore, we hypothesize that: 

HM : The greater the emphasis on output-oriented 
content, the greater the dysfunctional behavior. 

H7B : The greater the emphasis on interpersonal 
evaluation, the less the dysfunctional behavior. 
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2.2. Marketing Manaaer's Performance 

Employee performance refers to the management's 

conclusion/judgment about employees planned versus actual 

output/level of activities (see Jaworski 1988). The linkage 

between appraisal systems and marketing managers' 

performance has not been studied in the literature. 

Even in the related control literature, research 

examining the linkage between "control systems" and 

managerial performance is rather limited and with mixed 

results. For example, Hopwood (1972) illustrated that a 

document-based output control system was associated with low 

employee performance. On the other hand, Futrell et al. 

(1976) showed that the same type of control system is 

directly linked to higher sales performance. One possible. 

explanation for this discrepancy in the results is the need 

to advance a "contingency" rather than a "direct" effects 

argument (Brownell 1985; Mills 1985). Therefore, we postpone 

our discussion about the effects of PAS on employee 

performance until the next section, where we discuss the 

contingency hypotheses. 

2.3. Manager's satisfaction with PAS 

The nature of the performance appraisal system used 
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determines the level of satisfaction of the employee with 

the appraisal system (see Figure 2-1). Satisfaction is 

influenced by the level and kind of criteria specified in 

the appraisal system (e.g., if the criteria are concerned 

with behavior rather than personality characteristics; if 

the criteria are "objective" or not and so on), as well as 

the employee's past experience with the (same or different) 

appraisal system. Interestingly, the vast majority of the 

interviewees indicated that were not very satisfied with the 

current system used in their organizations. This reflects 

the constant dissatisfaction with appraisal systems, also 

noted in the literature (Brumback and McFee 1982; Landy and 

Farr 1980; McGregor 1957; Patz 1975). The focus of the 

dissatisfaction is usually the system per se, or in some 

cases the supervisor who "plays God" (see McGregor 1957). As 

a result of this dissatisfaction with the systems used, the 

appraisal systems used keep evolving and changing in an 

attempt to satisfy the employees. Two managers said: 

"We have refined this form many times in the 18 years 
I've been with the company ••• [we] evaluate the 
different types of forms whether or not they are 
adequate and provide the type of input and 
communication tools to have an effective appraisal 
process." (Marketing Manager, service organization) 

" ••. I've been with [ ••• ] 12 years and we have been 
working on this [redesign the appraisal form] for 12 
years, it's an evolution." (Executive Director of 
Marketing, service organization) 

However, it was evident from the interview data that 
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employees tend to be more satisfied with a document-based 

performance appraisal system as compared to a nondocument

based one. We believe that such a preference for a document

based PAS stems from either the fact that employees want to 

have something concrete (i.e., in file) with regard to their 

performance or that they value the written evaluation as 

more meaningful than the verbal one. Employees seem to 

prefer written communication feedback with regard to their 

performance mainly for IIsecurityli and reinforcement reasons. 

As one manager said: 

" ••• an informal system causes doubt on self. You kind 
of doubt if you're doing what you're supposed to be 
doing. If you haven't got yield or patted on the back 
recently you doubt." (VP Marketing, consumer products 
company) 

Therefore, we expect: 

Hs: The greater the emphasis on document-based 
evaluation, the higher the level of marketing 
employees satisfaction with the appraisal system. 

2.4. Coordination with other Functional Areas 

Marketing personnel often coordinate their activities 

and behaviors with the personnel in other functional 

departments within the organization (Ruekert and Walker 

1987). However, such an interaction is considered to be 

largely informal in nature (Ruekert and Walker 1987). 
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In many organizations a given employee's performance is 

likely to depend upon the successful performance of other 

employee's in another functional area. This is particularly 

true when the output of one unit serves as the input or 

precondition for another unit (Thompson 1967). This 

condition, of course assumes that the different units have 

to be linked together toward the accomplishment of the 

organization's overall purpose (Lawrence and Lorsch 1967). 

If marketing personnel are to play a coordinating role with 

other functional departments, then it is reasonable to 

anticipate that marketing managers should be evaluated on 

their "level" and/or "quality" of communication with members 

of other functional areas. From a PAS standpoint, it would 

be ideal if the appraisal system could foster or hinder such 

interaction behavior. 

An interpersonal process appraisal system clearly 

facilitates interdepartment communication, by providing 

superiors with immediate access to information about a 

marketing subordinate's behavior. This quick access to 

performance information is more likely to foster effective 

communication and coordination between departments (see Van 

de Van and Morgan 1980). The reason is that when a deviation 

in the subordinate's performance is detected, the superior 

can feed directly back this information to the subordinate 

for immediate correction of his/her early performance 
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activities or outcomes. Thus, intervention occurs before the 

final "output" of that subordinate is used as input for 

tasks in another department. This of course assumes that the 

superior has "good" knowledge of the needs of the other 

departments or that the superior is at a level whereas such 

a perspective exists. Hence, we predict: 

H9: The greater the emphasis on interpersonal 
evaluation, the greater the interdepartmental 
coordination. 

3. contingency Hypotheses 

Having examined the direct effects of appraisal systems 

on the consequence variables, we now examine whether the 

appraisal systems need to "fit" the environmental context in 

which they operate. This "contingency" or "fit" argument 

follows the tradition of previous research (Jaworski and 

MacInnis 1989; Merchant and Simmons 1985). More 

specifically, we posit that the effects of appraisal systems 

on the consequence variables are contingent upon the 

internal and external context of the firm. That is, we 

expect that the environmental variables will play a role in 

shaping the effects of PAS used on marketing managers' 

psychology and behaviors. Because this general line of 

"contingency" argument applies to all the environmental 



context variables, we limit our discussion to only one 

variable, that of organizational strategy, because of its 

managerial relevance and importance. 
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Therefore, our proposition will address the question 

whether a certain PAS should "fit" the type of strategy 

pursued. In other words, we expect that an appraisal system 

that is supported and reinforced by the organization's 

strategy will result in less dysfunctional behavior, higher 

employee performance, higher level of satisfaction with the 

PAS, and greater interfunctional coordination as compared to 

appraisal systems that do not "fit" with the strategy. 

Further, in the interest of parsimony, we discuss only two 

of the consequence variables, dysfunctional behavior and 

employee performance. However, the same argument applies to 

the other two variables, satisfaction with PAS and' 

interdepartmental coordination. 

First, let us consider dysfunctional behavior. In the 

case of the prospector, for example, we expect that an 

output-oriented or interpersonal appraisal system will be 

more likely to be in-use. NOw, we argue that if an output 

(or interpersonal) system is used when the unit is 

implementing a prospector strategy, then dysfunctional 

behavior will be less when compared to a behavior-oriented 

(or document-based) system. The reason is that the PAS 

system is consistent with the behaviors and actions that 
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need to be reinforced if the prospector strategy is to be 

successful. If the PAS system is rewarding behaviors that 

are inconsistent with the strategy, we expect the individual 

to engage in the reward behaviors even though they are 

inconsistent with the strategy pursued. 

Second, consider the case of employee performance. For 

defenders primary emphasis is on efficiency. Hence, the PAS 

used should reflect such a focus by appraising outputs 

and/or behaviors that lead to these outputs. If the 

employees know that they will be evaluated based upon 

whether they either achieved the predetermined outputs or 

followed the prescribed types of behavior, it is reasonable 

to expect that they will strive to perform their best on 

these dimensions. However, if the defender encourages 

unnecessary levels of interpersonal feedback, than the 

efficiency of the marketing managers efforts will be 

lessened, leading to lower performance on the appropriate 

dimensions. 

The following table illustrates more explicitly this 

"fit" notion. Column 1, of the table, identifies the 

strategy type, column 2 identifies the matched PAS by 

strategy type (Le. I .fit situation), ~hile column 3 

identifies the mismatched PAS by strategy type (i.e., nonfit 

situation). Note that the output-oriented PAS system is 

common to all strategy types. Defenders and analyzers are 
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discriminated by the use of document versus interpersonal 

systems respectively. Prospects and reactors avoid behavior

oriented PAS entirely. Moreover, prospectors are expected to 

have a preference for interpersonal systems relative to 

reactors who show a preference for document-based PAS. 

Fit Table' 

strategy 
Type 

Matched PAS 
by strategy type 

Mismatched PAS 
by strategy type 

Defender 
Analyzer 
Prospector 
Reactor 

1, 2, 3 
1, 2, 4 
2, 4 
2, 3 

, 1 = behavior-oriented PAS 
2 = output-oriented PAS 
3 = document-based PAS 
4 = interpersonal PAS 

4 
3 
1, 3 
1, 4 

Based upon the above table the following hypothesis is 

suggested: 

HlO: When a "fit" exists between the strategy type and 
the content and mode of PAS: 
(1) the higher the level of satisfaction with the 

PAS, 
(2) the greater the marketing managers 

performance, 
(3) the less the dysfunctional behavior, 
(4) the greater the interdepartmental 

coordination. 
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4. Moderators 

The final component of the framework is the level of 

employee participation in the appraisal process (see Figure 

2-1). This variable is expected to moderate the level of 

satisfaction of the employees with the appraisal system used 

as well as their performance level and engagement in 

dysfunctional behavior. 

4.1. Participation in Appraisal Process. Several managers 

noted that they have the opportunity to participate in 

various stages of the appraisal process, such as feedback 

discussion, goal setting, criteria development, data 

collection, self-rating, and "rap-session" feedback. 

Researchers have also argued for subordinates participation 

in the appraisal process (McGregor 1957; Porter et al. 

1975). Their basic argument is that participation in the 

appraisal process leads to greater motivation to perform, 

less defensiveness, and better data reporting. 

From the interview data, it appears that marketing 

managers that are given the chance to participate in any 

stage in the appraisal process expressed more satisfaction 

with the appraisal system in use than the managers that do 

not have such an opportunity. Organizational research has 

also demonstrated that involving the employee in the 
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appraisal process will result in more satisfaction with the 

entire process and the appraisal system (Blake and Mouton 

1961; Fletcher 1973; Wexley, singh, and YukI 1973). Further, 

in the salesforceliterature Churchill, Ford, and Walker 

(1976) found that " ••• the salesman's perception that he has 

influence in determining the standards by which his 

performance is supervised and evaluated has the most 

pervasive impact on the components of satisfaction of all 

the climate variables examined II (p. 329). Therefore, we 

would expect that: 

Hll : Employee participation in the appraisal process 
moderates the impact of content and mode of PAS on 
the marketing managers. That is: 

B. SUMMARY 

(a) The relationship between content emphasis and 
satisfaction with PAS, performance, and 
dysfunctional behavior is stronger for a high 
level of participation in the appraisal 
process than for a low level of participation, 

(b) The relationship between mode emphasis and 
satisfaction with PAS, performance, and 
dysfunctional behavior is stronger for a high 
level of participation in the appraisal 
process than for a low level of 
participation. 

We believe that a comprehensive model of appraisal 

systems in marketing needs to include the determinants of 

PAS as well as employees' reactions to them. Therefore, in 

this chapter, we focused on the antecedent conditions that 
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are likely to determine the content and the evaluation mode 

of the appraisal system-in-use. 

More specifically, we examined the role of 

environmental characteristics (i.e., environmental 

turbulence, competitive intensity, and industry practice), 

organizational characteristics (i.e., organizational 

structure, top management's philosophy, and employee 

oriented top management), and organizational strategy in 

shaping the performance appraisal systems in-use. We also 

considered the level of employees' satisfaction with the PAS 

used, their dysfunctional behavior and performance, and 

interfunctional coordination. Finally, we examined the level 

of employee participation in the appraisal process as a 

moderator of the relationship between the nature of the 

appraisal systems and its consequences. 
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RESEARCH METHODOLOGY 
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This chapter reviews the research methodology employed 

in this dissertation. First, we discuss the scales. that were 

used to measure the constructs employed in this 

dissertation. Second, we review the process we followed to 

arrive at the measures. This process, designed to assess the 

psychometric properties of the scales, entailed a formal 

pretest of the instrument in two large Southwestern cities. 

Finally, we conclude this chapter with a detailed 

description of the national questionnaire survey used in 

this study. 

A. MEASUREMENT OF CONSTRUCTS 

In Appendix A we present all the scale items used to 

measure each of the constructs of this study. However, 

before we proceed with our discussion, we should emphasize 

that our research effort elicited respondents' perceptions 

of the phenomena under investigation. Such an approach is 

consistent with previous work in the area of modeling 

managerial behavior (Weick 1969). That is, our study asked 

marketing managers to indicate their perceptions/opinions 

about the appraisal systems used to evaluate their 
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performance, the external and internal characteristics of 

their organizations, and the effects that the appraisal 

systems have on their behavioral responses. As a result, our 

study does not consider the views that the superiors (i.e., 

the people who are expected to administer the evaluations) 

have about the appraisal systems they use to evaluate their 

subordinates. However, it might very well be the case that 

superiors and subordinates differ in their perceptions about 

the nature of the appraisal systems in-use. Whether such 

differences in perceptions exist would indicate that there 

is a need for developing objective measures of the appraisal 

systems if normative recommendations were to be made. 

This effort may take the form of extensive field 

investigation as suggested by Merchant (1988) or involve the 

use of multiple-informants (Phillips 1982). However, the 

last approach is also limited that one is obtaining multiple 

subjective measures and assuming that an "average" measure 

provides a more objective measure. 

1. Performance Appraisal systems 

Performance appraisal systems are methods/procedures 

that are used by managers to evaluate the job performance of 

their subordinates. An output-oriented performance appraisal 

system focuses on the specific accomplishments and results 
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that a marketing manager achieves. This measure was 

developed following the conceptual work of Merchant (1985), 

and Anderson and Oliver (1987). The four-items tapped 

aspects of outcome standards (e.g., specific goals, 

performance targets) and variance assessments from these 

standards, and were anchored by strongly Disagree - Strongly 

Agree. The scale was found highly reliable (a = .86). A 

behavior-oriented PAS, on the other hand, focuses on 

evaluating the behaviors that a marketing manager is 

expected to perform. This measure was developed to agree 

with the theoretical work of Ouchi (1979), and Anderson and 

Oliver (1987). The six scale items assessed the monitoring 

of activities, rules, regulations, procedures, and processes 

to accomplish a given task. The items were anchored by 

Strongly Disagree - Strongly Agree. The scale was proven to 

be highly reliable (a = .83). 

Document-based performance appraisal is exercised when 

a "form" is used to catej;Jorize the marketing manager's 

performance for a certain period of time. The scale is 

comprised of four items (a = .93), assessing the existence 

of evaluation forms and/or paperwork used during the 

appraisal process. Finally, an interpersonal evaluation is 

conceptualized as a personal feedback process where the 

evaluation of the marketing manager is done verbally. This 

scale is composed of seven items (a = .92), assessing the 
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delivery of formal performance feedback to respondents as a 

means to evaluating performance. The scale items used to 

measure the characteristics of each appraisal system are 

presented in Appendix c. 

2. Antecedent Variables 

Environmental turbulence was measured by a four-item 

scale developed by Miller and Droge (1986), assessing the 

degree of change and unpredictability in market related and 

technological dimensions. The scale had marginal properties 

(a = .52). For competitive intensity we used the scale 

developed by Kohli and Jaworski (1991). The scale asked 

respondents to assess three different types of competition 

(relating to price, promotion, and product offerings) as 

well as the overall competition level in their industries. 

The five-item scale was proven reliable (a = .68). 

A nine-item scale was adopted 'from Aiken and Hage 

(1966), and Hage and Aiken (1967) to measure centralization. 

It has two sub-scales to tap each of the two components of 

centralization, namely: hierarchy of authority and 

participation in decision-making. The hierarchy of authority 

sub-scale, composed of five-items, reflects the extent to 

which marketing managers are assigned tasks and provided 

with the freedom to implement them without supervisory 
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intervention (a = .91). The participation in decision-making 

sub-scale, consisted of four items, indicating the extent to 

which marketing managers participate in setting the goals 

and policies of the marketing department or SBU (a = .83). 

For top management's philosophy a four-item seale was 

developed to assess the extent of commitment of top 

management to a document-based appraisal system (a = • 93). 

Given that the length of the questionnaire was at issue, it 

was felt that it was better to tap only one rather all four 

characteristics of the PAS in order not jeopardize the 

response rate of the study. For employee oriented top 

management a six-item scale was developed to assess the 

extent to which top management is committed to a 

participative climate by supporting team management, 

constant two-way feedback, employee professional and 

personal development and growth, and ongoing discussion and 

communication (a = .90). Finally, the particular industry 

that a respondent's SBU/organization follows was assessed 

using the Miles and Snow (1978) typology. 

3. consequence Variables 

The dysfunctional behavior measure consists of nine 

items that tap on three types of dysfunctional responses 

that were examined in this research. The first, subordinate 
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defensiveness refers to the tendency by marketing managers 

to try to refute criticisms about their performance. The 

second, invalid/misleading data reporting, is defined as the 

inability of performance appraisal systems/processes to 

produce accurate data about marketing mangers performance. 

Finally, bureaucratic behavior captures the tendency by 

marketing managers to behave in ways that help them look 

good on the appraisal measures but are dysfunctional for the 

organization in the long run. A modified and expanded 

version of the Jaworski and MacInnis's (1989) scale, was 

used (a ~ .62). 

A self-rating of marketing manager's performance was 

gathered by asking the respondent to rate his/her 

performance on a scale from 1 (below my peers) to 5 (above 

my peers), on such aspects as solving day-to-day problems, 

adjusting to new situations, having the ability to solve 

problems, making efforts to achieve the objectives of the 

division, and monitoring customers and competitors in the 

industry among others. The seventeen-item scale, adopted 

from Lusch and Serpkenci (1990) was highly reliable (a = 

.88). We should emphasize here that a subjective performance 

measure was necessary, because it is almost impossible to 

get objective data in a cross-sectional study. Self-ratings 

were used because they are relatively easy to gather. 

Furthermore, as Heneman (1974) suggests self-ratings may be 
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more accurate and precise than supervisors ratings. The 

reason is that superiors are typically less well-informed 

and more subject to halo effects. Yet, self-rating of one's 

own performance are expected to be biased (i.e., overreport 

performance level). 

A five-item scale was developed to determine the degree 

of marketing manager's satisfaction with the appraisal 

system which is used to evaluate his/her performance. The 

scale was very reliable (a = .92). A six-item scale, adopted 

from Ruekert and Walker (1987) was used to assess the degree 

of marketing managers interaction with members of other 

departments (e.g., production, R&D, and accounting 

personnel) within the organization (a = .86). Finally, for 

participation in the appraisal process, a nine-item scale 

was developed to assess the opportunity that marketing 

managers might have in participating in various stages of 

the appraisal process, such as feedback discussion, data 

collection, and goal setting among others. The scale was 

highly reliable (a = .89). Table 4-1 presents Cronbach 

reliabilities for each one of the theoretical constructs 

along with the reliabilities obtained with the LISREL 

program. As it can be seen the correspondence is very close. 



B. DESCRIPTION OF PRETEST 

In this section we describe the process followed in 

order to arrive at the measures described previously. This 

process included a formal pretest of the instrument. The 

pretest as well as the preliminary results that were 

obtained are discussed below. The pretest was conducted 

throughout the month of November 1991. 

1. Desiqn 
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The design of the pretest entailed two stages. In the 

first stage the pretest survey instrument was developed. In 

the second stage, a large scale pretest was performed. 

In developing the pretest survey instrument, 

appropriate previous scales were employed to tap the survey 

constructs. For example, the organization's strategy 

construct was assessed by using the Snow and Hrebiniak 

(1980) scale, while the organizational structure construct 

was assessed by ,using the Hage and Aiken (1967) scale. 

For the constructs where scales were not available, we 

developed them following the guidelines suggested by 

Churchill (1979). More specifically, we generated items 

which capture the domain of the various constructs noted in 

Chapter 2. An exploratory research procedure was followed 



for this stage. Literature searches, insights, and ideas 

from a judgmental sample of academic professionals were 

useful at this stage. 
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Next, a large scale pretest was conducted. A random 

sample of ninety professionals (e.g., marketing managers, 

product/brand managers) was selected from the Arizona AMA 

roster. Each of these professionals was sent a copy of the 

pretest survey instrument along with a personalized cover 

letter and a prepaid return envelope. The cover letter asked 

the respondent for his/her assistance in completing the 

pretest instrument. In the cover letter, it was stated'that 

this pretest was essential for the successful completion of 

the dissertation. (Appendix B presents the cover letter as 

well as the survey instrument). 

After one mailing and a personalized follow-up letter 

(following Dillman 1978), the total response rate was 55.7%. 

The response rate was calculated as follows: First, of the 

90 respondents, 11 were disqualified (i.e., classified as 

"return to sender" and "no longer with company/department"). 

Hence, the base is 79 respondents. Of these, 44 responded to 

the survey resulting in the response rate of 55.7%. 

The purpose of this pretest was threefold: (1) to 

purify the measures and assess their quality by calculating 

their reliability, (2) to obtain preliminary data on the 

hypotheses, and (3) to assess the response rate. Overall, 



94 

the results of the pretest indicated that: (1) the measures 

were tapping the constructs well and only minor revisions 

were warranted in the instrument, (2) certain hypotheses 

were supported while others were not, and (3) the response 

rate was quite encouraging. 

2. Results of Pretest 

This section reviews the research findings obtained in 

the pretest. We discuss reliability coefficients for the 

measures of the constructs. We also present Pearson 

correlation coefficients for: (1) antecedents conditions and 

PAS and (2) PAS and consequences. 

2.1. Reliability Coefficients 

One of the purposes of the pretest was to establish the 

reliability of the measurements. Table 4-2 presents the 

reliability coefficients (alphas) for the various 

constructs. As it can be s~en, most of the alphas range 

between .80 and .96. Two of the constructs (namely, 

environmental turbulence and competitive intensity) appear 

to demonstrate adequate only reliability. The first 

construct has an alpha value of .61, while the second one 

has an alpha value of .51. Hence, the results indicate that 
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the measures tap the constructs quite well. 

Furthermore, since there was some concern for a 

potential multicollinearity problem among the measures of 

the four performance appraisal systems a correlation 

analysis was performed. The results indicated that the 

output-oriented PAS measure was correlated rather highly 

(r=.62, p < 0.01) with the document-based PAS measure. To 

identify where the problem might lie, a correlation analysis 

for all the items of output-oriented PAS and document-based 

PAS was performed. The analysis indicated that one item of 

the output-oriented PAS scale was correlated very highly 

with almost all the items of the document-based PAS scale. 

In addition, one item of the document-based PAS scale was 

rather weakly correlated with the other items of this scale. 

As a result of this analysis these two scales were 

slightly modified for the nationwide survey. More 

specifically, one item (i.e., specific performance goals are 

established for my job) was eliminated, while another item 

(i.e., my superior completes performance appraisal forms for 

all marketing personnel) was modified (to "my superior uses 

an appraisal form in evaluating his/her subordinates). Yet, 

overall the results of the reliability analysis were very 

encouraging. 
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2.2. Antecedents - PAS Correlation 

Table 4-3 presents Pearson correlation coefficients for 

the antecedent variables and the performance appraisal 

systems. The correlation coefficients provide initial 

support for some of the hypotheses. For example, we see that 

as was hypothesized, greater environmental turbulence is 

associated with greater use of an interpersonal evaluation 

system. Similarly, we see that greater output-oriented and 

document-~ased appraisal systems are associated with 

intensifying competition. 

However, in other cases the results do not support the 

proposed hypotheses. For example, we see that con~rary to 

what we hypothesized output-oriented and document-based 

appraisal systems are positively associated with employee 

oriented top management. Nevertheless, overall the results 

from the correlation analysis are quite encouraging. 

2.3. PAS- Consequences Correlation 

In Table 4-4 we present correlation coefficients for 

the performance appraisal systems and the consequence 

variables. Again, we can see support for some of the 

hypotheses. For example, we see that interpersonal appraisal 

systems are positively associated with interdepartmental 
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coordination. Yet, for other hypotheses we get contradictory 

results. For example, .even though we hypothesized that 

reliance on output-oriented appraisal systems should lead to 

less dysfunctional behavior we observe the opposite. 

c. NATIONAL QUESTIONNAIRE SURVEY 

The heart of the research study, involved a national 

questionnaire survey. Below, we discuss the sample selection 

procedure, the general characteristics of the instrument, 

the data collection procedure, and the response rate. 

1. Selection of the Sample 

The sample was selected from the 1989 AMA Membership 

Roster. The sample was consisted of 500 names of marketing 

managers (i.e., brand managers, product managers, and 

marketing managers). These names were randomly selected from 

the AMA roster. Furthermore, all the names chosen 

represented members in the continental U.S.A. The roster 

proved to be quite accurate with few "return to sender" or 

"no longer with company/department" responses. 

These marketing managers (termed subordinates) were 

expected to be evaluated by a marketing superior (i.e., VP 

of Marketing, Director of Marketing). A questionnaire was 
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developed (based upon the results of the pretest) and mailed 

to them. 

2. General Characteristics of the Instrument 

In designing the survey instrument extreme care was 

taken to demonstrate a high level of professionalism. The 

survey questionnaire was reduced to a booklet (9 by 12 inch) 

form. The gray booklet was folded and saddled stapled. The 

cover of the booklet contained: (1) a title: A SURVEY OF 

PERFORMANCE APPRAISAL SYSTEMS FOR MARKETING MANAGERS, 

(2) the University of Arizona logo, and (3) the complete 

university address of this author. 

3. Data Collection Procedure 

The data were collected over a period of three weeks 

from February 4th to February 21th 1991. Three mailings were 

employed. 

The first mailing, to the 500 names selected from the 

AMA roster, was done on February 4th. This first mailing 

included: (1) a personalized cover letter (on a university 

letterhead with a hand-written signature) that explained the 

purpose of the research and the importance of the response; 

in addition, confidentiality was promised, the fact that it 
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was dissertation research was emphasized, and a note stating 

"P.S. I would appreciate your help very much. Thank you." 

was hand-written, (2) a survey booklet form, (3) a prepaid 

return envelope with the author's complete university 

address, (4) a new dollar bill, and (5) a mailing envelope 

stamped "First Glass" with individually typed "stick-on" 

mailing labels on the University of Arizona, logo along with 

return address. 

The second mailing was done on February 12th. This 

second mailing included: (1) a 3 1/2 by 6 inch postcard, (2) 

hand-written signature and a hand-written note stating 

"Thank you", and (3) individually typed "stick-on" mailing 

labels. 

The third mailing was done on February 19th. This third 

mailing was identical to the first one, except that the 

dollar bill was not included and it was sent to those 

respondents who had not responded by February 17th. It 

included: (1) a follow-up cover letter which reminded the 

respondents of the first mailing and the importance of their 

response, (2) same survey booklet, (3) same return envelope, 

and (4) same mailing envelope. 

In Appendix C we present the cover letter from the 

first mailing, the postcard follow-up, the follow-up cover 

letter, and the survey instrument. 
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4. Response Rat. 

The response rate obtained for the study was consistent 

with Dillman's range of 60-80% and other studies that have 

employed that same procedure (cf. Jaworski 1986; Kohli 

1986). The response rate was calculated as follows. First of 

the 500 potential respondents, 58 were disqualified (i.e., 

classified as "return to sender" and "no longer with 

company/department). Hence, the base is 442 respondents. Of 

these, 288 were responded to the survey resulting in a 

response rate of 65.1%, with a more conservative base of the 

original 500 respondents the response rate is 57.6%. 

The high response rate obtained in this dissertation is 

the result of several factors as past research has indicated 

(e.g., Jaworski 1986). Some of the factors contributed to 

such a high response rate are believed to be: (1) high 

professionalism of the survey, (2) personalized cover 

letter, (3) hand-written "thank-you" note, (4) important 

topic, and (5) dissertation research, since' several 

respondents wished the author "good luck with the 

dissertation." 

Since the obtain~d response rate is quite high, it is 

worth exploring the potential reasons in more detail. First, 

it is worth discussing the effect that the dollar bill might 

have had on the response rate. Even though Kanuk and 
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Berenson (1975) indicate that the marketing literature does 

not support financial incentives, Jaworski's (1986) findings 

indicated otherwise. Furthermore, Herblin and Baumgartner 

(1978) study supported the use of financial incentives. We 

tend to agree with the most recent arguments. Our reasoning 

is based on the following facts. In the pretest where no 

dollar bill was included the response rate was 55.7%. 

However, in the nationwide survey where the dollar bill was 

included the response rate was 65.1%. Second the pretest was 

conducted in Arizona. Hence, the Arizona respondents may 

have demonstrated "camaraderie" helping a University of 

Arizona student. This factor obviously was not present in 

the nationwide survey. In the pretest, this camaraderie 

might have, to some extent, substituted the effects of the 

dollar bill. Nevertheless, we tend to believe that the 

dollar bill enhanced our response rate. 
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TABLE 4-1 

Reliability Coefficients for Measurements of Constructs 

ANTECEDENTS 

Environmental Turbulence 
Competitive Intensity 
Centralization 

Hierarchy of Authority 
Participation in 

Decision-Making 
Top Management's Philosophy 
Employee oriented 

Top Management 
organizational strategy 

PAS 

output-oriented 
Behavior-oriented 
Document-based 
Interpersonal 

CONSEQUENCES 

Number 
of 
Items 

4 
5 

5 

4 
4 

6 
NA 

4 
6 
4 
7 

Dysfunctional Behavior 9 
Marketing Manager's Performance 17 
Manager satisfaction with PAS 5 
Coordination with other 

Functional Areas 6 
Participation in Appraisal Process 9 

NA = Not Applicable 

a 

.52 

.68 

.91 

.83 

.93 

.90 

.86 

.83 

.93 

.92 

.62 

.88 

.92 

.86 

.89 

LISREL 

.60 

.66 

.94 

.84 

.94 

.88 

.90 

.86 

.93 

.84 

.84 

.55 

.94 

.84 

.74 
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TABLE 4-2 

Reliability Coefficients for Measurements of Constructs 
in Pretest 

Number of 
Items a 

ANTECEDENTS 

Environmental Turbulence 
competitive Intensity 
Centralization 

Hierarchy of Authority 
Participation In Decision-Making 

Top Management's Philosophy 
Employee oriented Top Management 
Organizational Strategy 

PAS 

output-oriented 
Behavior-oriented 
Document-based 
Interpersonal 

CONSEQUENCES 

Dysfunctional Behavior 
Marketing Manager's Performance 
Manager satisfaction with PAS 
Coordination with other Functional Areas 
Participation in Appraisal Process 

NA = Not Applicable 

4 
5 

5 
4 
4 
6 
NA 

6 
6 
4 
7 

8 
17 

5 
6 
9 

.61 

.51 

.95 

.79 

.96 

.96 

.92 

.87 

.86 

.91 

.77 

.89 

.93 

.85 

.92 



TABLE 4-3 

Correlation of Antecedent Variables and PAS 
============================================================================== 

Environmental Turbulence 

Competitive Intensity 

Hierarchy of Authority 

Participation in 
Decision Making 

Top Management's Philosophy 

Employee Oriented 

* 
** 
*** 

Top Management 

p < 0.10 
P < 0.05 
P < 0.001 

Content 

output-oriented 
PAS 

.17 

.23* 

-.27** 

.39*** 

.67*** 

.50*** 

Behavior-oriented 
PAS 

.01 

-.02 

-.23* 

.28** 

.41*** 

.40*** 

..... 
o 
~ 



TABLE 4-3 
(CONTINUED) 

Correlation of Antecedent Variables and PAS 
=============================================================================== 

Environmental Turbulence 

Competitive Intensity 

Hierarchy of Authority 

Participation in 
Decision Making 

Top Management's Philosophy 

Employee oriented 

* 
** 
*** 

Top Management 

p < 0.10 
P < 0.05 
P < 0.001 

Mode 

Document-Based 
PAS 

.20 

.22* 

-.17 

.18 

.79*** 

.25* 

Interpersonal 
PAS 

.31** 

.16 

-.08 

.25* 

.51*** 

.43*** 

~ 
o 
111 



TABLE 4-4 

Correlation of PAS and Consequence Variables 
========================================================================== 

output-Oriented PAS 

Behavior-Oriented PAS 

Document-Based PAS 

Interpersonal PAS 

* 
** 
*** 

p < 0.10 
P < 0.05 
P < 0.001 

Dysfunctional 
Behavior 

-.39*** 

-.09 

-.21 

-.39*** 

Manager's 
Performance 

.48*** 

.42*** 

.36** 

.44*** 

~ 
o 
0\ 



TABLE 4-4 
(CONTINUED) 

============================================================================== 

output-oriented PAS 

Behavior-Oriented PAS 

Document-Based PAS 

Interpersonal PAS 

* 
** 
*** 

p < 0.10 
P < 0.05 
P < 0.001 

satisfaction 
with PAS 

.53*** 

.41*** 

.38** 

.77*** 

Interdepartmental 
Coordination 

.36*** 

.34*** 

.17 

.28** 

I-' 
o 
-..J 



CHAPTER V 

RESEARCH FINDINGS 

A. DESCRIPTIVE RESULTS 
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Before we proceed with a detailed discussion of the 

findings obtained in this study, we review the distributions 

of some key variables. We begin with a description of the 

sample characteristics, including such variables as job 

titles, years with the division, division sales figures, and 

the primary business the respondent's firm is in. We then 

discuss some basic descriptive analysis of the key 

constructs, namely: the performance appraisal systems, the 

marketing managers satisfaction with the PAS, the extent to 

which dysfunctional behavior occurs, and the extent of 

marketing managers participation in the appraisal process. 

1. sample Characteristics 

As was desired, the sample included mostly middle-lower 

layers of management including: Marketing Managers (47%) and 

Product/Brand Managers (25%) (see Table 5-1). They were also 

20% VP/Directors of Marketing and 8% other marketing 

occupations (e.g., advertising managers, media directors, 

marketing research managers). As was noted earlier, we 



109 

expect these managers to be evaluated by a person higher in 

the hierarchy of the organization/SBU. 

In Table 5-2 we present the number of years that the 

respondents have been with the company. On average, the 

respondents have been working for the firm for eight years 

(mean = 8.1, s.d. = 6.9), therefore, suggesting that they 

should have fairly good perceptions of the performance 

appraisal systems used in their organization to evaluate 

their performance. Furthermore, half of the respondents have 

been employed by the company for at least six years. In 

addition, most of the respondents supervise a small number 

of marketing professionals (mean = 2.8, s.d. = 5.8, 

median = 1). 

In terms of division sales, there was considerable 

variance (see Table 5-3). The median figure was $68.5 

million (N=224). Twenty eight percent had sales figures less 

than $20 million, while 42% had sales exceeding $100 

million. It should be pointed out that these figures 

correspond to division sales and not to the whole 

organization. 

Most of the firms were classified as producing 

industrial products (34%), followed by firms producing 

consumer products (26%). Consumer services with 9% and 

industrial services with 5% followed. There were also 3% of 

firms producing both consumer and industrial products and 4% 
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in the non-profit sector (see Table 5-4). Twelve percent of 

the companies had as their primary product electrical and 

electronic equipment, followed by 9% having services as 

their primary product, and 7% having food and tobacco 

products as their primary products. 

Most of the respondents considered the competition in 

their industry cut-throat (22.6% strongly agree, 36,2% 

agree). Further, 37.6% of the respondents indicated that 

there are many "promotion wars" in their industry, while 

42.3% noted that price competition is the hallmark of their 

industry. Finally, 35% of the respondents described their 

SBU as following a prospector's strategy type, 31% following 

an analyzer's strategy type, 19% as following a defender's 

strategy type, and 15% as following a reactor's strategy 

type. 

2. Frequency Distributions of Key Variables/constructs 

Before we proceed with our discussion of our research 

hypotheses, we review some key frequency distributions. 

These are useful in providing us with a basic understanding 

of the performance appraisal systems, the marketing managers 

satisfaction with the PAS, the extent to which dysfunctional 

behavior occurs, and the extent of marketing managers 

participation in the appraisal process. 
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2.1. Performance Appraisal Systems 

From Table 5-5, it appears that output-oriented 

appraisal systems are more prevalent than behavior-oriented 

appraisal systems in marketing departments. This finding may 

be consistent with Waterhouse and Tiessen's (1978) argument, 

in the broader control literature, that when an activity is 

nonroutine then output control systems are more likely to be 

employed than process control systems. We see that more than 

60% of the respondents indicated that they are evaluated 

based upon goal attainment and upon the desired performance 

targets, while 50% noted that their organization monitors 

the extent to which they attain their goals. In contrast to 

output-oriented appraisal systems, the behavior-oriented 

appraisal systems do not appear to be in use to any large 

degree. Nearly 50% of the respondents noted that their 

immediate bosses do not monitor the extent to which they 

follow established procedures, and their formal evaluations 

do not stress how their work gets done. In addition, almost 

40% responded that their performance evaluation systems do 

not appear to emphasize behaviors and methods to achieve 

work results. 

From Table 5-6, we observe that there is a great deal 

of use of document-based appraisal systems with almost 80% 

agreeing that; (1) their superior uses an appraisal form in 
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evaluating subordinates, (2) appraisal forms are evaluated 

regularly in their organization, (3) formal "paperwork" is 

completed to assess performance, and (4) superior "fill-out" 

annual reviews. On the other hand, we can see that the use 

of interpersonal evaluation is not that widespread as the 

document-based appraisal. Around 50% responded that: (1) 

they get together with their boss to discuss their 

performance, (2) their boss comments about their performance 
!:}: 

when it is either satisfactory or unsatisfactory, and (3) 

their superiors inform them about their performance levels. 

This last figure, in conjunction with Jaworski's (1986) 

reporting that about 80% of the respondents, in his survey 

research, agreed that their performance could not be 

adequately assessed using existing documents, may suggest 

that organizations' have started to realize that existing 

documents to measure performance or activities of marketing 

personnel are inadequate. Rather, new evaluation 

methods/systems (such as our proposed interpersonal 

evaluation) should be also used. 

2.2. satisfaction with the PAS 

In general, as we should expect, the respondents felt 

that the performance appraisal system{s) used in their 

organization to evaluate their performance were inadequate 
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(see Table 5-7). More specifically, nearly 50% of the 

respondents were not satisfied with the way their managers 

evaluated their performance, while only 36% were satisfied 

with the performance appraisal system(s). In addition, more 

than 40% of the respondents felt that the appraisal system 

needs to be examined more carefully and be improved. This 

finding comes as no surprise, since the performance 

appraisal literature has noted the managers dissatisfaction 

with the appraisal systems (Brumack and McFee 1982; Landy 

and Farr 1980). 

2.3. Dysfunctional Behavior 

One of the major problems that a researcher encounters 

in a survey-type of research is obtaining "valid"/accurate 

data on behavioral responses. While one is never certain 

that "valid" survey data are obtained, two factors lessen 

our level of concern. First, care was taken to assure the 

respondent about his/her answers confidentiality. The 

section, in the questionnaire, began with the following 

statement: "This section deals with behavior on the job. 

Some of the questions are very sensitive. Remember that your 

boss, your SBU, or other parties will never have access to 

your responses." Second, if one makes the assumption that 

socially desirable responses are systematically biased, then 
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the effects obtained in subsequent modeling should be valid. 

That is, if everyone tends to underreport dysfunctional 

behavior than only the mean values are affected, the 

subsequent regression or LISREL results will not be affected 

(Jaworski 1986, p.58). However, if dysfunctional behavior is 

not uniformally distributed across all types of appraisal 

systems than these results will be distorted, since they 

would not reflect the fact that the extent of dysfunctional 

behavior varies with the type of appraisal system. 

Around 20% of the respondents admit to trying to refute 

criticisms of their performance (21.3% strongly disagree) 

(see Table 5-8), while nearly 50% responded that they 

strongly disagree with the statement that they ignore their 

managers comments about their performance. Further, almost 

one fifth of the respondents admit that they: (1) tend to 

ignore certain job-related activities, simply because they 

are not monitored, and (2) work on unimportant activities, 

simple because they are monitored. A similar pattern emerges 

when respondents are asked "even if my productivity is low, 

I still try to make it appear reasonable." However, 71% 

disagreed when asked "I have adjusted marketing data to make 

my performance appear in line with division goals." Further, 

approximately 30% of the estimates strongly agreed when 

asked: "I provide candid estimates about what I can 

accomplish on the job." 
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In sum, these findings taken together seem to suggest 

that dysfunctional behavior of various types appear to be a 

"fact of life" operating within marketing departments. This 

finding is consistent with previous findings in the control 

literature (Merchant 1985; Jaworski 1988). 

2.4. Participation in the Appraisal Process 

From Table 5-9, we observe that most of the respondents 

are provided with the opportunity to participate in various 

phases of the appraisal process. For example, more than half 

of the respondents noted that their performance objectives 

are set jointly with their boss. Moreover, more than 70% 

feel that they can discuss their performance with their boss 

during their appraisal, while nearly 60% are encouraged to 

provide their boss with data supporting their performance. 

However, almost 50% of the respondents agreed that the 

performance assessment process in their organization is top

down. This finding may indicate that even if marketing 

managers participate in the appraisal process their input 

may not be taken very much into account. 

B. MAIN EFFECTS HYPOTHESES 

In this section we present the hypothesized direct 
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links between antecedent conditions, characteristics of the 

performance appraisal systems, and consequences. We start 

with the antecedent variable effects and continue to the 

consequences variables. However, before we proceed with our 

discussion we present the correlations between the 

independent and dependent variablf!s (see Appendix D). The 

following results are organized by the antecedent 

conditions-PAS correlations and by the PAS-consequences 

correlations. In Appendix D we see that the four appraisal 

systems are not strongly correlated « 0.50). As a result, a 

regression analysis will be performed to test the individual 

hypotheses rather than a MANOVA, which would have been 

performed had the correlations being higher (i.e., > 0.50). 

Though environmental turbulence is correlated 

consistently in a positive fashion with all types of the 

appraisal systems, it is related significantly only to 

output-oriented PAS (r = 0.084) and document-based PAS 

(r = 0.12)1. Competitive intensity, on the other hand, is 

not related significantly to any of the appraisal systems. 

The first dimension of centralization, hierarchy of 

authority, shows a significant negative relationship with 

output-oriented PAS (r = -0.388), but no relationship with 

behavior-oriented PAS. 

1 All statements about statistical significance are at the 
0.05 level. 
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It has also a significant negative effect on both document

based PAS (r = -0.113) and interpersonal PAS (r = -0.336). 

The other component of centralization, participation in 

decision making, shows strong effects on output-oriented PAS 

and interpersonal evaluation. Increased participation 

significantly enhances the use of output-oriented PAS 

(r = 0.248) and interpersonal PAS (r = 0.122). However, its 

effects on behavior-oriented PAS and document-based PAS are 

insignificant. Finally, employee oriented top management is 

related positively significantly to all types of appraisal 

systems. 

An output-oriented PAS significantly reduces 

dysfunctional behavior (r = -0.219), while it enhances 

satisfaction with the appraisal system (r = 0.614) and 

interdepartmental coordination (r = 0.207). A behavior

oriented PAS also decreases dysfunctional behavior 

(r = -0.086). It has also a significant positive effect on 

satisfaction with PAS (r = 0.314), but it is not related 

significantly to interdepartmental coordination. A document

based PAS has a significant negative effect on dysfunctional 

behavior ( r = -0.13) and a significant positive effect on 

satisfaction with PAS (r = 0.331) and interdepartmental 

coordination (r = 0.138). Finally, an interpersonal 

appraisal system while significantly reduces dysfunctional 

behavior ( r = -0.287), it significantly increases 



satisfaction with PAS (r= 0.643). However, its effects on 

interdepartmental coordination is insignificant. 

1. Antecedent Effects 
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Table 5-10 reports the estimated standardized 

parameters. The following analytical procedure was followed 

to obtain the standardized parameters. Each one of the four 

characteristics of PAS (i.e., behavior-oriented, output

oriented, document-based, and interpersonal appraisal 

systems) served as the dependent variables, while the 

external characteristics (i.e., environmental turbulence, 

competitive intensity) and the organizational 

characteristics (i.e., hierarchy of authority, participation 

in decision making, and employee oriented top management) 

served as the independent variables. Than each one of the 

four characteristics of PAS was regressed on the five 

(external and organizational) characteristics one at a time 

to obtain the ps. 

HI posited that a turbulent environment would be result 

in greater emphasis on behavior-oriented PAS, less emphasis 

on output-oriented PAS, greater emphasis on interpersonal 

evaluation, and less emphasis on document-based appraisal 

systems. Operationally, this means that each of the 
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individual ps must be either significantly greater than zero 

(for the "greater emphasis" part of the hypothesis) or 

significantly less than zero (for the "less emphasis" part 

of the hypothesis). This operationalization applies to all 

the ps in the table. The findings indicate that increases in 

environmental turbulence result in no effect on the use of 

behavior-oriented PAS, marginally increased use of the 

output-oriented PAS (P = .08, p < 0.10), no effect on the 

use of interpersonal evaluation, and marginally increased 

use of document-based appraisal systems(p = .10, P < 0.10). 

This latter result clearly was not anticipated, but one 

possible explanation might be that the organization simply 

"gives-up", and therefore it simply uses a formal system. 

In addition, contrary to the theoretical arguments of 

the organization theory, our results indicate that an 

output-oriented PAS is to be preferred under conditions of 

environmental turbulence. One potential explanation of this 

finding might be that the link between behaviors/activities 

and results/outcomes is rather weak. That is, the behaviors 

or activities do not always lead to a given outcome. 

Therefore, organizations may not be able to afford to 

evaluate individual efforts in terms of the means, 

behaviors, or activities for an extensive period of time if 

output results do not follow. 

Yet, an alternative interpretation, based on the 
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transaction cost analysis theoretical fra~ework, may be that 

under certain circumstances an output-based control system 

(i.e., output-oriented PAS) is to be preferred (Williamson 

1985). Williamson's arguments are based on the belief that 

when the environment is highly volatile (uncertain), 

marketing personnel are readily replaceable and output 

measures are adequate, hence output-oriented PAS might be 

more likely. Furthermore, the transaction cost analysis 

approach addresses the issue of costs. That is, when little 

money is at stake committing overhead to behavior-oriented 

PAS is of no value, because overhead is likely to outweigh 

any performance gains that can be achieved. The implication 

is that behavior-oriented PAS is undesirable and hence 

unlikely in very small marketing units. We need to 

recognize, however, that the theory of transaction cost 

analysis does not apply under conditions of a niche market 

strategy. Nevertheless, this alternative theoretical 

explanation cannot be tested in this study. 

The sec~nd hypothesis suggested that increases in 

competitive intensity would result in less emphasis on 

behavior-oriented PAS, greater emphasis on output-oriented 

PAS, greater emphasis on interpersonal evaluation, and 

greater emphasis on document-based appraisal systems. 

However, none of the individual ~s reached significance. 
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Hence, H2 was not supported. 

considering next the organizational characteristics 

variables, H3A posited that increased hierarchy of authority 

would result in lesser emphasis on behavior-oriented PAS, 

greater emphasis on output-oriented PAS, lesser emphasis on 

interpersonal PAS, and greater emphasis on document-based 

appraisal systems. The results indicate that increases in 

the hierarchy of authority result in increased use of 

behavior-oriented PAS <P = .15, P < 0.05), decreased use of 

output-oriented PAS <P = -.19, P < 0.05), decreased use of 

interpersonal evaluation <P = -.17, P < 0.05), and no effect 

in the use of document-based PAS <P = -.06, n.s.). These 

results contradict our prior expectations. In retrospect, 

however, one possible explanation for these results might be 

the way we measured hierarchy of authority. Examining the 

items used to measure hierarchy of authority, it appears 

that they refer to activities/actions/behaviors that 

marketing managers are supposed to perform. Therefore, one 

could make the logical argument that these are the behaviors 

that the marketing managers are evaluated upon, and hence 

the use of a behavior-oriented PAS. Nonetheless, this 

explanation is rather speculative. 

H3B posited that increased levels of participation in 

decision making would lead into greater emphasis on 



122 

behavior-oriented PAS, lesser emphasis on output-oriented' 

PAS, greater emphasis on interpersonal evaluation, and 

lesser emphasis on document-based appraisal systems. None of 

the regression coefficients though reached significance. 

Therefore, H38 is not supported. 

H4 stated that when top management prefers a certain 

content and mode of a performance appraisal system, the more 

likely the use of that appraisal system. To test this 

hypothesis we used a bivariate correlation. Top management's 

philosophy and document-based appraisal (recall our 

measurement of top management's philosophy) are 

significantly correlated ( r = .50, P < 0.001). Therefore, 

H4 is supported. 

Hs posited that increased employee orientation of top 

management should lead to greater emphasis on behavior

oriented PAS, lesser emphasis on output-oriented PAS, 

greater emphasis on interpersonal evaluation, and lesser 

emphasis on document-based appraisal systems. The results, 

overall, provide strong support for ~. Increase in employee 

oriented top management results in increased use of 

behavior-oriented PAS (P = .49, p < 0.001), decreased use 

output-oriented PAS (P = -.40, p< 0.001), increased use of 

interpersonal evaluation (P = .45, p < 0.001) and increased 

use of document-based appraisal systems (P = .18, p < 
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0.05). The use of document-based appraisal might be prompted 

by the concern of top management to provide employees with 

something concrete about their performance (see our earlier 

discussion on p. 76). 

Finally, an analysis of variance was performed to test 

the effects of the organization's strategy on the 

performance appraisal systems (see Table 5-11). Each of the 

four characteristics of PAS served as the dependent 

variables one at a time, while the four strategy types 

served as the independent variables. Therefore, four 

separate ANOVA tests were performed. H6A noted that for 

organizations following either a defender's or an analyzer's 

type of strategy marketing managers would be more likely to 

be evaluated based upon behavior-oriented PAS as compared to 

organizations identified either as prospectors or as 

reactors. This hypothesis was not supported (F = 1.75, 

n. s.). H6B , which postulated that defenders and reactors 

will be more likely to use a document-based evaluation 

relative to prospectors and analyzers was also not supported 

(F= .39, n.s.). 

As was expected, prospectors are more likely to use an 

interpersonal evaluation than reactors (F = 3.45, 

P < 0.05). This provides only partial support for H~, since 

prospectors were not different than defenders, and analyzers 
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were not different than either defenders or reactors. In 

addition, even though it was expected that reactors would 

emphasize an output-oriented appraisal system in no less 

degree than the, other three strategy types, the ANOVA 

results suggest otherwise (F = 5.59, P < 0.05). In fact, the 

mean value for the reactor is the smallest one of the four 

strategy types. Yet, reactors were significantly different 

from only prospectors and analyzers. This result is in 

itself very interesting, since it suggests that reactors try 

to maintain their status quo by encouraging their employees 

to conform to established behavior patterns, which of course 

contradicts the expectations of organization theory. 

In summary, the a priori hypotheses received rather 

mixed support. Nonetheless, this set of results provides 

evidence in support of the notion that each of the four 

characteristic's of the performance appraisal systems are 

likely to operate under different environmental and 

organizational conditions. 

2. Consequences 

The estimated standardized regression coefficients are 

reported in Table 5-12. The regression coefficients were 

obtained by regressing each one of the dependent variables 

(i.e., dysfunctional behavior, satisfaction with PAS, and 
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interdepartmental coordination) against the four 

characteristics of PAS one at a time. HM states that the 

greater the emphasis on output-oriented PAS, the greater the 

dysfunctional behavior. This hypothesis was not supported. 

In fact, the results suggest that output-oriented PAS reduce 

dysfunctional behavior (p = -.24, P < 0.001). This finding 

will be explored in more detail in the moderator section. 

However, H7B linking interpersonal evaluation and 

dysfunctional behavior is supported (~= -.24, P < 0.001). 

Hs pertains to the relationship between document-based 

evaluation and marketing manager's satisfaction with the 

appraisal system. As it was theorized, an increased use of 

document-based appraisal system leads to higher levels of 

satisfaction (~ = .17, P < 0.001). Moreover, an 

interpersonal evaluation had a significant positive effect 

on satisfaction with the appraisal system (~ = .41, 

P < 0.001). These two results combined seem to suggest that 

even though marketing managers would like to be evaluated by 

a document-based PAS, at the same time they like the ongoing 

interpersonal evaluation. Additionally, an output-oriented 

PAS leads to greater satisfaction with the appraisal system 

(~= .36, P < 0.001). This result is not surprising, since 

it may be due to the fact that the output-oriented appraisal 

systems are considered to be "objective" (i.e., observable 
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and quantifiable) than the behavi?r-oriented systems in 

terms of evaluating a marketing manager's performance (see 

also our earlier discussion on p. 45). 

Finally, ~ states that the greater the emphasis on 

interpersonal evaluation, the greater the interdepartmental 

coordination. The results do not support this hypothesis. 

However, an output-oriented PAS does increase coordination 

among the departments of an SBU (~= .19, P < 0.001). As 

Lawrence and Lorsch (1967) note the firm may use a wide 

variety of mechanisms to coordinate the activities of 

different departments. One such mechanism is clear goals or 

performance standards between departments. Thus, the output

oriented PAS may capture one form of interfunctional 

coordination. 

C. CONTINGENCY HYPOTHESES 

In this section, we report the results pertaining to 

our contingency hypotheses. More specifically, we discuss 

the potential moderating effects of the following variables: 

(1) environmental turbulence, (2) competitive intensity, (3) 

hierarchy of authority, (4) participation in decision 

making, (5) employee oriented top management, and 

(6) organizational strategy on various consequences. 
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However, before we proceed with the discussion, we first 

describe the analytical procedures that we followed. In 

general, the moderating effects of the external and internal 

context of the firm on marketing manager's behavioral 

responses were tested by using subgroup analysis (Arnold 

1982; Kohli 1988). In particular, we closely followed the 

approach reported in Kohli (1988). 

First, the sample was sorted in ascending order for 

each of the hypothesized moderators one at a time (e.g., 

environmental turbulence). Next, following standard 

econometric conventions (Goldfeld and Quandt 1965), the 

upper top and lower bottom 35% of the cases were selected. 

The purpose of this selection procedure was to create two 

subgroups in order to reflect low and high scores on each of 

the moderator variables. This procedure resulted in omitting 

the middle 30% of the cases so as to improve the contrast 

between the two subgroups reflecting low and high scores on 

each of the moderator variables. For a more detailed 

discussion the reader is referred to Johnston (1985). 

Then each one.of the dependent variables (e.g., 

dysfunctional behavior) was regressed on the four 

characteristics of the performance appraisal systems using 

all the cases in the two subgroups (restricted run) again 

one at a time, to obtain the restricted residual sum of 

squares. Next, in order to obtain the unrestricted residual 
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sum of squares separate regressions were performed for the 

low and high subgroups and then the sum of these residual 

sum of squares was taken (unrestricted run). The difference 

in the sums of squared residuals from the restricted and 

unrestricted runs was incorporated in the Chow test (Chow 

1968). The purpose of this test is to assess the statistical 

significance of the differences in the regression 

coefficients of the environmental turbulence across the low 

and high subgroups. Results from the analyses are reported 

in Table 5-13). 

The hypothesized moderating effects of the strategy 

variable were analyzed somewhat differently for only the 

unrestricted run. In this case, the unrestricted residual 

sum of squares was computed by running separate regressions 

for each one of the four groups (i.e., defender, prospector, 

analyzer, and reactor), and then taking the sum of these 

residual sum of squares. To obtain the restricted residual 

sum of squares we pooled the data and estimated a single 

equation. Then the Chow test was performed, as it was 

discussed before. Alternatively one could estimate a single 

regression equation for each of the dependent variables. In 

such a case the independent variables in the equation would 

be the moderator variables one at a time (coded as a dummy 

variable) to reflect the high and low subgroups, the four 

characteristics of the PAS, and a two way interaction term 



between the moderator variable and each of the four 

characteristics of PAS. Then the test would involve a 

significant P coefficient of .the interaction terms. 
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In general, the hypotheses relating to the role of 

environmental turbulence, hierarchy of authority, 

participation in decision making, top management's employee 

orientation, and strategy type in moderating the effects of 

the four characteristics of the appraisal systems receive 

some support (see Table 5-13). In contrast, little support 

is obtained for the hypothesized moderating role of 

competitive intensity. Overall, nevertheless, the findings 

provide limited support the "fit" or contingency argument 

advanced in this study. Namely, that the external and 

internal context of the firm lead marketing managers to 

respond differently (regarding their dysfunctional behavior, 

satisfaction with PAS, and performance) to the appraisal 

systems used to evaluate their performance. We present, 

next, a more detailed discussion of the findings. 

Before we proceed, however, a note of caution and 

clarification. The Chow test is rather general in nature by 

simply saying that two regressions are different without 

saying whether this difference is due to differences in the 

intercept terms or due to differences in the slope 

coefficients. Therefore, in interpreting the results we 

first use the F tests and then use the t tests on the 
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individual variables only if their corresponding P 

coefficients provide meaningful hypotheses. The reason is 

that it can happen that the t tests for the coefficients are 

insignificant and still the F ratios for the entire set of 

coefficients are significant. 

1. Environmental Turbulence 

When dysfunctional behavior is the dependent variable, 

the difference in the regression coefficients across the two 

subgroups reflecting low and high environmental turbulence 

is statistically significant (F = 2.20, P < 0.10). The 

regression coefficient for output-oriented PAS is P = -.31 

(p < 0.05) for low environmental turbulence, but it is not 

statistically significant for high environmental turbulence. 

This latter finding supports our expectations that in a less 

turbulent environment the use of an output-oriented PAS is 

to be preferred, which in turn will lead to less 

dysfunctional behavior from marketing managers. For 

interpersonal evaluation the regression coefficient is 

p = -.22 (p < 0.10) for high turbulence but it is not 

significant for low turbulence. This finding seems to 

suggest that marketing managers tend not to engage in 

dysfunctional behavior when their performance is evaluated 

based upon an interpersonal appraisal under a high turbulent 
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external environment. These findings taken together are 

completely consistent with the contingency logic underlying 

this dissertation that performance appraisal systems need to 

"fit" the broader context they are applied. 

When the dependent variable is satisfaction with the 

appraisal system the difference in the regression 

coefficients across the two subgroups is statistically 

significant (F = 1.99, P < 0.10). output-oriented PAS has a 

significant effect on satisfaction with the PAS under low 

turbulence «(3 = .40, P < 0.001) as well as under high 

turbulence «(3 = .45, P < 0.001). These findings suggest that 

marketing personnel would prefer to be evaluated based upon 

output regardless of the environmental demands on the 

organization. Further, interpersonal evaluation is related 

strongly to the satisfaction with PAS under low 

environmental turbulence «(3 = 0.50, P < 0.001), but not 

under high turbulence. This finding apparently is 

inconsistent with our earlier finding that interpersonal 

evaluation reduces dysfunctional behavior under high 

turbulence. A possible explanation for these contradictory 

results may be that under a highly turbulent environment the 

use of an interpersonal evaluation is necessary, and hence 

results in less dysfunctional behavior. However, the use of 

an interpersonal evaluation under low turbulence may be 

considered as a "welcomed and/or considered treatment" by 
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the marketing managers from their supervisors, and therefore 

express their gratitude and satisfaction. 

Finally, the findings suggest that none of the 

appraisal systems is related to the job performance and 

interdepartmental coordination of either group. 

In sum, the findings suggest that organizations may 

need to consider the conditions in their external 

environment when designing the appraisal systems. In 

particular, the findings clearly indicate that output

oriented systems and interpersonal delivery have different 

effects as environmental turbulence varies. For example, it 

should not be surprising that output-oriented PAS reduces 

dysfunctional behavior when environmental turbulence is low 

(as compared to high), since the behaviors are likely to be 

easier monitored, traced, and evaluated when the 

environmental demands are low. 

2. competitive Intensity 

The coefficient of interpersonal evaluation is 

significant under low competition (P = -.48, p < 0.001), but 

it is not significant under high competition. This result is 

difficult to reconcile in light of the above findings on 

environmental turbulence. Perhaps the difference has to do 

with the pressures competitors exert on the marketing 



personnel as compared to more general stability of the 

environment. 
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However, the differences in regression coefficients of 

the performance appraisal systems across the low and high 

level of competition are not statistically significant in 

the cases of job performance (F = .45, n.s.), satisfaction 

with the appraisal system (F = 1.30, n.s.), and 

interfunctional coordination (F = 1.18, n.s.). The 

differences in the regression coefficients are marginally 

significant in the case of dysfunctional behavior (F = 2.36, 

P < 0.10). 

Considering the magnitude of the first effect, we 

conclude that the results do not support the moderator 

effects of this variable. 

3. Hierarchy of Authority 

The results in Table 5-13 do not support the theorized 

moderating effects of hierarchy of authority on the effects 

of performance appraisal systems on dysfunctional behavior 

(F = 1.60, n.s.) and job performance (F = 1.25, n.s.). 

However, the results do support the prior expectation that 

hierarchy of authority moderates the effects of the PAS on 

satisfaction with the appraisal system (F = 2.25, P < 0.10) 

and on interdepartmental coordination (F = 2.22, P < 0.10). 
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The regression coefficient for interpersonal evaluation 

is ~ = .49 (p < 0.001) in the low hierarchy of authority 

subgroup versus ~ = .39 (p < 0.05) in the high hierarchy 

subgroup. This finding suggests that a unit change in 

hierarchy of authority has a stronger impact on the 

satisfaction with the appraisal system with low (less) 

hierarchy of authority than on that with high (more) 

hierarchy of authority. This finding supports the 

expectations that when there is no intrusion from the formal 

lines of authority superiors and subordinates interact very 

closely with each other, and hence subordinates consider the 

use of the interpersonal evaluation as the most appropriate 

one. 

4. participation in Decision Making 

Similarly to the hierarchy of authority variable the 

hypothesized moderating effects of participation in decision 

making of the performance appraisal systems on dysfunctional 

behavior did not emerge (F = 1.93, n.s.). Further, the 

findings suggest that participation in decision making is 

unrelated to the marketing manager's job performance in the 

two subgroups. 

When the dependent variable is satisfaction with the 

appraisal system, the difference in regression coefficients 
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across the low and high subgroups is statistically 

significant (F = 2.31, P < 0.10). An interpersonal 

evaluation has a significant positive effect on the 

satisfaction with the appraisal system under conditions of 

low participation (~ = .24, P < 0.05) as well as under 

conditions of high participation (~ = .50, P < 0.001). This 

result again suggests that a unit change in the level of 

participation in decision making has more than twice of an 

impact on the satisfaction with the appraisal system with 

high degree of participation in decision making than that on 

low degree of participation. This finding is also consistent 

with prevailing logic. Namely, increased participation in 

decision making results into an increasing level of 

interpersonal dialogue between superiors and subordinates. 

Hence, it is not surprising that the interpersonal 

evaluation should lead to higher satisfaction when 

participation is high. This suggests that allowing marketing 

managers to participate in decision making may be very 

effective in further improving their satisfaction with the 

interpersonal appraisal system. 

5. Employee Oriented Top Management 

The effects of the performance appraisal systems on 

dysfunctional behavior, job performance, and satisfaction 



with the appraisal system are significantly different 

depending upon the top management's degree of employee 

orientation (F = 2.70, P < 0.05; F = 3.00, P < 0.05; 
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F = 7.46, P < 0.001). Interpersonal evaluation strongly 

influences the job performance of marketing personnel who 

have a top management with high employee orientation (~ = 

.23, P < 0.05), but not of those with feel that their top 

management has a low employee orientation. This finding 

suggest that an interpersonal evaluation is more appropriate 

in improving marketing managers' performance when top 

management advocates the professional and personal 

development of its employees within the company. 

Additionally, when satisfaction with PAS is the 

dependent variable the regression coefficient for 

interpersonal evaluation is ~ = .17 (p < 0.10) in the low 

group versus ~ = .44 (p < 0.001) in the high subgroup. This 

finding suggests that if top management shows a high 

employee orientation than interpersonal evaluation will lead 

to a greater change is satisfaction as compared to under low 

employee orientation. 

Finally, the results suggest that the performance 

appraisal systems are unrelated to interdepartmental 

coordination for either subgroup. 
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6. Orqanizational strategy 

The results in Table 5-13 indicate that the effects of 

the appraisal systems on dysfunctional behavior, 

satisfaction with the appraisal system, and interfunctional 

coordination are significantly different for the different . 

strategy types (F = 7.30, P < 0.001; F = 2.50, P < 0.05; F 

= 4.46, P < 0.05 respectively). These results provide 

support for H10 • 

When the dependent variable is dysfunctional behavior, 

an output-oriented PAS will result in less dysfunctional 

behavior for analyzers (~ = -0.24, P < 0.05). This finding 

supports our expectation (see H10) that when there is a fit 

between strategy "type and appraisal system then we will 

observe less dysfunctional behavior. However, it is 

interesting to note that interpersonal evaluation would 

reduce dysfunctional behavior for defenders (~ = -0.49, 

P < 0.001) and reactors (~ = -0.43, P < 0.001), but not for 

prospectors and analyzers. One possible explanation may be 

that marketing managers may consider the use of an 

interpersonal evaluation by defenders and reactors a 

positive initiative by top management, since it is not 

expected and/or anticipated as with the case of prospectors 

and analyzers, and hence they also respond positively by 



reducing the level of their dysfunctional behavior. 

Further, output-oriented PAS is related strongly to 

satisfaction with the PAS for defenders CP = 0.44, 
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p < 0.001), prospectors (P = 0.45, p < 0.001), and analyzers 

(P = 0.29, p < 0.001), but not for defenders. This finding 

seems to suggest that when a fit exists between strategy 

type and PAS marketing managers experience higher levels of 

satisfaction with the appraisal system (see H10). 

Finally, interpersonal evaluation is related strongly 

to satisfaction with PAS for all strategy types (see Table 

5-13). Though this result was expected for prospectors and 

analyzers, it was not expected for defenders and reactors. 

The previous (see above) potential interpretation as with 

dysfunctional behavior is offered here. 

In sum, these findings seem to provide some support for 

the argument that the appraisal systems need to "fit" the 

type of strategy pursued, in order for their positive 

(negative) effects to be maximized (minimized). 

D. MODERATORS . 

In this section, we present the results pertaining to 

the hypothesized moderating effects of participation in the 

appraisal process on marketing manager's dysfunctional 
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behavior, satisfaction with the appraisal system, and 

performance level. In testing these hypothesized moderating 

effects the same anal~tical procedure was used as with the 

contingency hypotheses. The results are reported in Table 

5-14. 

When dysfunctional behavior is the dependent variable, 

the difference in the regression coefficients across the two 

subgroups reflecting low and high level of participation in 

the appraisal process is statistically significant 

(F = 2.92, P < 0.05). Further, interpersonal evaluation is 

related negatively to dysfunctional behavior (~ = -0.16, 

P < 0.10) of marketing managers who have a high level of 

participation in the appraisal process, but not for those 

who feel they are less involved in that process. This 

finding supports the prior expectation that marketing 

managers who feel that they have the opportunity to 

participate in the appraisal process they reduce their 

dysfunctional behavior when an interpersonal system is used 

to evaluate their performance. 

When the dependent variable is job performance, the 

difference in the regression coefficients across the low and 

high subgroups is not statistically significant (F = 1.65, 

n.s.). Further, the regression coefficients associated with 

the performance appraisal systems are not statistically 

significant in either subgroup, which suggest that the 



marketing manager's performance is not affected by their 

participation in the appraisal process. 

The effects of performance appraisal systems on 

marketing manger's satisfaction with the appraisal system 

are significantly different depending on the manager's 

participation in the appraisal process (F = 11.3, 
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P < 0.001). The regression coefficients for interpersonal 

evaluation and output-oriented PAS are ~ = 0.26 (p < 0.05) 

and ~ = 0.29 ( P < 0.05) respectively in the low 

participation subgroup versus ~ = 0.38 (p < 0.001) and 

p = 0.40 (p < 0.05) respectively in the high sample. These 

findings suggest that a unit change in interpersonal 

evaluation (and output-oriented PAS) has a stronger impact 

on the satisfaction with the PAS of marketing managers with 

high level of participation in the appraisal process than on 

that of marketing managers with low level of participation. 

Further, the findings suggest that a behavior-oriented 

PAS in unrelated to the satisfaction with the PAS of either 

group. These results taken together seem to indicate that 

marketing managers do not value their supervisors directing, 

intervening, and structuring their activities that are 

involved. Rather, they may prefer flexibility on how they 

achieve their goals. 

Finally, document-based PAS is related strongly to the 

satisfaction with PAS for the marketing managers who have a 
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low level of participation in the appraisal process 

(~ = 0.26, P < 0.05), but not to that of those who have a 

high level of participation. This finding seems to suggest 

that if marketing managers are not given the opportunity to 

participate in the appraisal process, they then consider the 

document-based appraisal system the only means to learn 

about their performance. 

Overall, these results provide partial support for Hu' 

That is, they suggest that marketing managers need to be 

involved in the appraisal process if their dysfunctional 

behavior is to decrease and their level of satisfaction with 

the appraisal system to increase. 

E. STRUCTURAL EQUATION MODELING ANALYSIS 

It is clear from the preceding discussion, that the 

analytical approach we used in testing the study's 

hypotheses involved a two-step sequential procedure. That 

is, first we drew measurement inferences about the 

unobserved variables (or constructs) by using psychometric 

techniques (i.e., Cronbach alphas). Second, we made 

inferences about the relationships among the variables 

(constructs) by using conventional econometric methods 

(i.e., regression and ANOVA methods). 
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However, this type of analytical approach does have 

some problems. First, theoretically this approach treats 

measurement and causal inferences as completely separate and 

distinct procedures rather than as closely related to each 

other. Second, methodologically, the procedure is 

essentially ad hoc and lacks an explicit statistical 

justification. As a result, the properties of the parameter 

estimates obtained from this approach are unknown (see 

Carmines and McIver 1981, p.67). 

Recognizing these deficiencies, Joreskog and Sorbom 

(1978) developed a method that expresses both measurement 

and structural relations simultaneously. In general, this 

approach, termed structural equation modeling or LISREL, 

provides for the efficient estimation of structural equation 

models containing unobserved variables. More specifically, 

this approach has certain advantages. First, unlike 

ordinary least squares based techniques it accounts for 

measurement error. That is, each of the observed measures 

contains a residual. Second, it allows for the simultaneous 

estimation of both the parameters linking empirical 

indicators to latent, unobserved variables (the measurement 

parameters) and the parameters linking the unobserved 

variables to each other (the structural parameters). Third, 

the methodology enables one to impose of a variety of 

constraints on the various parameters of the measurement and 
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structural models. Finally, the method provides diagnostic 

statistics for the model as a whole (see Carmines and McIver 

1981; Maruyama and McGrvey 1980). Let us now turn to a brief 

discussion of the LISREL modeling method. 

Briefly, the LISREL modeling process consists of two 

conceptually distinct models: the measurement model and the 

structural model (Anderson and Gerbing 1982; Joreskog and 

Sorbom 1978). Hence, one is able to simultaneous estimate of 

all parameters. The measurement model specifies the causal 

relations of the observed measures or indicators to their 

posited underlying latent variables or theoretical 

constructs. In addition, the measurement model is used to 

describe the measurement properties of the observed 

variables (i.e., factor loadings, measurement error). The 

structural equation model then specifies the causal 

"relations of the theoretical constructs. Similar to 

regression analysis, the model is used to describe the 

causal links among the theoretical constructs and the amount 

of variance explained by the model. The reason for drawing 

the distinction between the measurement model and the 

structural model is that the proper specification of the 

measurement model is necessary before any meaning can be 

assigned to the structural model (Anderson and Gerbing 

1982). That is, the good measurement of the latent variables 

is the prerequisite to the analysis of the causal 
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relationships among the latent variables. 

In addition, this procedure by computing structural 

estimates and coefficients of determination, it provides 

diagnostic statistics on the entire model. More 

specifically, this procedure makes possible the computation 

of an overall goodness-of-fit statistic with degrees of 

freedom equal to the difference between the number of known 

relationships and unknown parameters. This statistic is 

useful in evaluating how well the model recreates the 

observed relationships, thus providing a test of the 

proposed theory (see Maruyama and McGarvey 1980, p.506). The 

program provides also estimates, such as X2 , adjusted 

goodness-of-fit index, and root mean square residuals. The 

adjusted goodness of fit index (AGFI) refers to the relative 

amount of variance and covariance jointly accounted for by 

the model, adjusted for degrees of freedom. The root mean 

square residual (RMSR) is a measure of the average of the 

residuals variances and covariances. 

The hypothesized direct links between antecedent 

conditions, performance appraisal systems, and consequences 

were tested by using version VII of the LISREL program 

(Joreskog and Sorbom 1989). In Figure 5-1, we depict the 

causal model that will be tested. As it can be seen the 

model suggests that environmental turbulence (~1)' 
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competitive intensity (~2)' hierarchy of authority (~3)' 

participation in decision making (~4)' and employee oriented 

top management (~s) predict four endogenous performance 

appraisal systems: behavior-oriented PAS (~1)' output

oriented PAS (~2)' document-based evaluation (~3)' and 

interpersonal evaluation (~4). These performance appraisal 

systems in turn, are theorized to predict the extent of 

dysfunctional behavior (~s), satisfaction with the appraisal 

system (~6)' and interdepartmental coordination (~7)2. 

Following recent developments in the area (see Joreskog 

and Sorbom 1989; Jaworski and MacInnis 1989 for an 

application) all the AS (i.e., Ax, the matrix related to 

antecedent conditions, and Ay, the matrix related to PAS and 

consequences) were constrained to equal the square root of 

reliability. As a result, the corresponding errors (i.e., 

8 8, the error matrix related to antecedent conditions, and 

8~, the error matrix related to PAS and consequences) were 

constrained to equal one minus the squared root of 

reliability. In addition, we allowed for the 

interrelationship among three of the exogenous variables, 

2 It is evident that the tested model does not include all 
the variables proposed in Figure 2-1. Specifically, the 
model does not include the strategy, top management's 
philosophy, and job performance variables. The reason is 
that there were not enough number of observations to 
estimate the parameters, if all the variables were included 
in the model. 
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specifically hierarchy of authority, participation in 

decision making, and employee oriented top management. Since 

the LISREL program does not explicitly allow for correlation 

among exogenous constructs, we modeled this association by 

correlating the respective structural errors ( i • e., CP54' CPS3' 

CP43) 3. However, this approach is considered to produce 

interpretational difficulties (Gerbing and Anderson 1984). 

Therefore, the resulting intercorrelations must be 

interpreted with caution. 

using a correlation matrix as an input (see 

Appendix D), the results suggest that the overall 

statistical support of the proposed comprehensive main 

effects model is acceptable (X2 (31) = 108.54, p < 0.001; 

GFI = 0.92; AGFI = 0.800; RMSR = 0.072). In Table 5-15 we 

report the standardized estimates of the structural 

coefficients. A t-test than is-used to test the proposed 

theory of performance appraisal systems. Following Figure 5-

1, we first discuss the links between antecedent conditions 

and PAS and then we address the effects of the performance 

appraisal systems on the consequence variables. 

3 Larson (1984) suggests that when top management is 
concerned with the growth of employees within the company 
than a participative climate (i.e., lower hierarchy of 
authority and higher participation in decision making) is 
highly valued. Furthermore, a centralized organization is 
inherently characterized by high hierarchy of authority and 
lower participation in decision making (Hage and Aiken 
1967). 
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1. Antecedent Conditions and PAS 

HI states that the greater the turbulence in the 

external environment, the greater the emphasis on behavior

oriented and interpersonal PAS, and the less the emphasis on 

output-oriented and document-based PAS. The empirical 

results do not support this hypothesis. In fact, the results 

contradict our hypothesis. Environmental turbulence predicts 

the extent of reliance on output-oriented PAS (121 = 0.113, 

P < 0.05) and document-based PAS (131 = 0.153, P < 0.05). On 

the other hand, environmental turbulence does not predict 

the use of either behavior-oriented PAS (111 = 0.030, n.s.) 

or interpersonal evaluation (141 = 0.465, n.s.). The reasons 

that may account for these results were discussed earlier 

(see p. 94). 

H2 states that the greater the intensity of 

competition, the greater the emphasis on output-oriented, 

interpersonal, and document-based PAS, and the less the 

emphasis on behavior-oriented PAS. As it was hypothesized, 

the greater the competitive intensity the greater the 

emphasis on document-based PAS (132 = 0.118, P < 0.05). 

However, the rest of the hypothesis is not supported; 

competitive intensity does not predict either behavior

oriented PAS (112 = 0.058, n.s.), or output-oriented PAS 



{'Y22 = 0.074, n. s. }, or interpersonal evaluation 

{'Y42 = -0.007, n.s.}. Hence, the empirical results provide 

only partial support for H2• 
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H3A posits that the higher the hierarchy of authority, 

the greater the emphasis on output-oriented and document

based PAS, and the less the emphasis on behavior-oriented 

and interpersonal PAS. The results indicate that hierarchy 

of authority did not affect document-based PAS {'Y12 = 0.058, 

n.s.}, and contrary to what it was expected it had a 

significant positive effect on behavior-oriented PAS {'Y13 

=0.164, P < 0.05}, and a significant negative effect on 

output-oriented PAS ('Y~ = -0.183, P < 0.05) and 

interpersonal evaluation {'Y43 = -0.118, P < 0.05}. H3B states 

that the higher the level of participation in decision 

making the greater the emphasis on behavior-oriented and 

interpersonal PAS and the less the emphasis on output

oriented and document-based PAS. The findings indicate that 

participation in decision making had no significant effects 

on output-oriented PAS ('Y~ = 0.018, n.s.), and document

based PAS {'Y~ = -0.042, n.s.}, therefore not supporting the 

hypothesized effects. However, it had a significant negative 

effect on behavior-oriented PAS {'Y14 = -0.140, P < 0.05} and 

interpersonal evaluation ('YM = -0.146, P < 0.05) contrary to 

our expectations. 
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Finally, Hs posits that an employee oriented top 

management will place more emphasis on behavior-oriented and 

interpersonal PAS, and less emphasis on output-oriented and 

document-based PAS. As was hypothesized, the more employee 

oriented top management is the more the emphasis on 

behavior-oriented PAS (115 = 0.562, P < 0.001) and 

interpersonal evaluation (14S = 0.657, P < 0.001). However, 

the results contradict our prediction that an employee 

oriented top management will place less emphasis on output

oriented PAS (1~ = 0.459, P < 0.001) and document-based PAS 

(135 = 0.206, P < 0.05). Hence, Hs receives only partial 

support. 

2. PAS and Consequences 

This section addresses the relationship between the 

performance appraisal systems and the three dependent 

variables. H~ pertains to the relationship between output

oriented PAS and dysfunctional behavior. contrary to what it 

was hypothesized, output-oriented PAS seem to reduce 

dysfunctional behavior (~S2 = -.140, P < 0.05). However, as 

it was theorized (H7o), an interpersonal evaluation system 

decreases the extent of dysfunctional behavior 

(~~ = -0.282, P < 0.001). 



Hs states that the greater the emphasis on document

based evaluation, the higher the level of marketing 

employee's satisfaction with the appraisal system. The 

structural estimates do support this hypothesis 

(~M = 0.162, P < 0.001). 
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Finally, ~ posits that the greater the emphasis on 

interpersonal evaluation, the greater the interdepartmental 

coordination. The structural estimates do not support this 

hypothesis (~74 = -0.010, n. s.) • 

In summary, the overall model fits the data. This 

suggests that the causal links between antecedent 

conditions, PAS, and consequences are captured by the 

proposed model. Yet, this does not mean that this is the 

only (or the best) model for these data. Finally, in Table 

5-16 we present and contrast the summary of the results 

obtained by using both regression analysis and LISREL. As 

it can be seen the results correspond very closely to each 

other. 

P. SUMMARY 

In this chapter, we reported the findings regarding the 

role of the environmental and organizational characteristics 

in shaping both the development of performance appraisal 



systems and their effects on marketing managers. Below we 

discuss the basic findings that emerged from our study. 
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Overall, the environmental and organizational 

characteristics-PAS findings suggest that these 

characteristics have a role in shaping the types of 

appraisal systems in-use. First, we see that organizations 

that face an increased complex and rapidly changing 

environment exhibit an increased use of output-oriented and 

document-based appraisal systems. These findings contradict 

our prior expectations of the increased used of behavior

oriented and interpersonal appraisal systems. Second, the 

results surprisingly suggest that competitive pressures on 

the organization have no effects in the design of the 

appraisal systems. 

Third, as was expected increases in the hierarchy of 

authority, the first aspect of centralization, result in 

decreased use of interpersonal evaluation. However, contrary 

to what was hypothesized increases in the hierarchy of 

authority result in increased use of behavior-oriented PAS 

and decreased use of output-oriented PAS. The second aspect 

of centralization, on the other hand, participation in 

decision making did not produce any significant results 

across the four types of appraisal systems. 

Fourth, as was hypothesized increases in employee 

oriented top management result in increased use of behavior-
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oriented and interpersonal PAS and decreased use of output

oriented appraisal systems. Yet, contrary to our 

expectations increases in employee oriented top management 

result in increased use of document-based PAS. Fifth, as was 

expected top management's preference for a certain PAS is 

strongly related to the use of that particular appraisal 

system. 

Finally, the hypothesized direct effects of the 

organization's strategy on the performance appraisal systems 

received, at best, very limited support. As was expected the 

findings suggest that only prospectors are more likely to 

use an interpersonal evaluation than reactors. However, the 

rest of the hypothesized effects did not emerge. 

Results on the hypothesized direct effects of 

performance appraisal systems on dysfunctional behavior, 

satisfaction with PAS, and interdepartmental coordination 

afford mixed support. First, as was hypothesized an 

interpersonal system reduces dysfunctional behavior. 

However, contrary to our expectations output-oriented PAS 

reduce dysfunctional behavior. Second, as was expected a 

document-based PAS increases satisfaction with the appraisal 

system. In addition, the findings suggest that an output

oriented PAS and an interpersonal evaluation result in 

increased satisfaction. Finally, the findings do not support 

the hypothesized interpersonal evaluation-interdepartmental 
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coordination linkage. Rather, the results suggest that an 

output-oriented PAS tends to increase the coordination among 

departments of the SBU. 

The proposed contingency relationships of the 

moderating effects that environmental turbulence, 

competitive intensity, centralization, top management's 

employee orientation, and strategy type exercise on the 

effects of the appraisal systems on dysfunctional behavior, 

job performance, satisfaction with PAS, and 

interdepartmental coordination received some limited 

support. Specifically, the findings suggest that when 

organizations design their strategies they need to design 

the appropriate appraisal system if these strategies are to 

be successful. For example, as was expected analyzers will 

experience less dysfunctional behavior from marketing 

managers if they use an output-oriented PAS. In addition, as 

was anticipated the findings suggest that output-oriented 

PAS result in increased levels of satisfaction with the 

appraisal system for defenders, prospectors, and analyzers. 

Finally, the results support our argument that when 

marketing managers participate in the appraisal process they 

respond rather positively to the evaluation process. 



TABLE 5-1 

Marketing positions Held by Sample Respondents 

position 

Marketing Manager 
Brand/Product Manager 
VP/Director of Marketing 
other 

Absolute 
Number 

135 
73 
57 
23 

% 
(N=288) 

47 
25 
20 

8 

100.0 
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TABLE 5-2 

Number of Years Sample Respondents Have Worked for Firm 

Number of 
Years 

< 1 
2 
3 
4 
5 
6 
7 

> 7 

Absolute 
Number 

17 
24 
27 
33 
32 
28 
14 

113 

% 
(N=288) 

6 
8 
9 

12 
11 
10 

5 
39 

------
100.0 

Cumulative 
Frequency 

6 
14 
23 
35 
46 
56 
61 

100 



TABLE 5-3 

Division's Sales Last Fiscal Year 

Sales 
(in millions) 

< 20 
20-40 
40-60 
60-80 
80-100 
> 100 

Absolute 
Number 

62 
24 
12 
16 
15 
95 

% 
(N=224) 

28 
11 

5 
7 
7 

42 
------
100.0 

15(; 



TABLE 5-4 

Classification of Firms 

Category 

Consumer Products 
Consumer Services 
Industrial Products 
Industrial Services 
Non-profit Organization 
Both Consumer and 

Industrial 
Other 

Absolute 
Number 

74 
27 
98 
15 
11 

7 
56 

% 
(N=288) 

26 
9 

34 
5 
4 

3 
19 

100.0 
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TABLE 5-5 

Percentage Distributions of output-oriented 
and Behavior-Oriented PAS 

Strongly strongly 
Disagree Agree 

1 2 3 4 5 

output-oriented 

I am evaluated based upon 
goal attainment. 4.9 10.2 18.2 45.6 21.1 

I am evaluated based upon the 
desired performance targets 4.2 9.2 21.1 47.2 18.3 

The organization monitors the 
extent to which I attain 
my goals. 8.7 17.8 23.3 33.8 16.4 

I am evaluated based upon 
specific performance goals 
established for my job. 6.3 14.3 26.6 36.4 16.4 

Behavior-oriented 

I am evaluated based upon the 
processes/methods I use to 
produce outputs. 8.1 27.7 28.1 27.2 18.3 

My immediate boss monitors the 
extent to which I follow 
established procedures. 15.4 31.6 34.0 16.1 2.8 

This organization cares about 
how work actually gets done 10.1 27.2 28.6 26.5 7.7 

My formal work evaluations stress 
how my work gets done. 16.5 37.0 25.4 15.5 5.6 

Our performance evaluation sys-
tems emphasize behaviors 
and methods to achieve work 
results. 11.6 27.4 29.5 25.3 6.3 

My boss is concerned that I 
go about job tasks the 
"right way". 10.8 26.1 32.4 24.4 6.3 



TABLE 5-6 

Percentage Distributions of Document-Based 
and Interpersonal PAS 
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strongly 
Disagree 

strongly 
Agree 

1 2 3 4 5 

Document-Based 

My superior uses an appraisal 
form in evaluating 
his/her subordinates. 9.5 7.4 6.0 27.4 49.8 

Appraisal forms are completed 
on a regular basis in this 
organization. 8.4 5.3 3.9 26.0 56.5 

Formal "paperwork" is comple-
ted to asses my performance 8.8 6.7 5.3 23.5 55.8 

My boss has to "fill-out" 
annual reviews for all 
marketing personnel under 
his/her supervision. 9.1 5.3 3.9 24.6 56.6 

Interpersonal 

I get togethe~ with my boss 
to discuss my performance. 10.5 17.8 23.8 29.0 18.4 

My immediate boss provides me 
with performance feedback. 8.4 17.8 19.6 35.3 19.6 

When my manager is satisfied 
with my performance he 
comments about it. 8.5 17.6 22.9 31.0 22.3 

My manager makes it a point 
to tell me when s/he thinks 
I am not performing well. 6.6 21.7 29.0 26.2 16.4 

My manager expresses his opi-
nion of how s/he sees 
my performance. 4.6 17.3 28.9 35.2 14.1 

My manager lets me know 
about my performance. 6.7 15.8 28.1 33.3 16.1 
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TABLE 5-7 

Percentage Distribution of satisfaction with the PAS 

strongly Strongly 
Disagree Agree 

1 2 3 4 5 

The current system does a 
good job of helping me 
reach my potential. 18.9 24.6 25.3 23.2 8.1 

I am quite satisfied with 
the way my manager 
evaluates my performance. 18.2 23.8 16.4 26.9 14.7 

In general, I am satisfied 
with our performance 
appraisal systems. 17.5 23.9 22.1 26.3 10.2 

I find the performance 
appraisal process 
quite useful. 16.0 23.8 21.7 27.4 11.0 

The performance appraisal 
system needs a major 
overhaul. 18.6 22.6 19.7 20.1 19.0 
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TABLE 5-8 

Percentage Distribution of Dysfunctional Behavior 

strongly 
Disagree 

strongly 
Agree 

1 2 3 4 5 

Defensiveness 

I ignore my manager's comme-
nts about my performance. 48.6 38.8 7.7 3.5 1.4 

I try to refute criticisms 
of my performance. 21.3 33.6 27.6 14.7 2.8 

Invalid/Misleading Data Reporting 

Even if my productivity is 
low, I still try to make it 
appear reasonable. 29.2 23.2 24.6 19.7 3.2 

I have adjusted marketing data 
to make my performance 
appear more in line with 
division goals. 71.2 22.1 3.2 2.8 0.7 

I provide candid estimates 
about what I can accom-
plish on the job. 3.5 1.4 11.8 49.8 33.4 

I provide candid estimates 
about how long various 
tasks will take to complete 2.4 2.8 12.2 52.6 30.0 

I openly discuss my activities 
I manage with my boss. 2.4 2.8 12.2 52.6 30.0 

Bureaucratic Behavior 

I tend to ignore certain 
activities, simply because 
they are not monitored by 
the division. 34.3 38.8 14.7 11.5 0.7 

I work on unimportant acti
vities, simply because they 
are monitored by upper 
management. 32.2 28.6 18.5 15.3 4.9 



TABLE 5-9 

Percentage Distribution of 
Participation in the Appraisal Process 
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strongly 
Disagree 

strongly 
Agree 

My immediate boss and I 
jointly set the performance 
objectives I am expected 

1 2 3 4 5 

to achieve. 10.1 15.4 20.6 35.0 18.9 
My manager specifies the 

activities I am expected 
to perform without 
consulting with me. 31.8 35.0 14.0 15.4 3.8 

My formal appraisal is a 
"give-and-take" activity. 9.3 21.7 20.3 34.2 14.6 

I feel I can discuss my per-
formance with my immediate 
boss during my appraisal. 3.5 9.2 13.4 38.5 35.3 

I am encouraged to provide 
my boss with data to 
support my performance 
level. 8.4 12.9 20.3 32.5 25.9 

My boss sets my performance 
objectives without 
consulting with me. 35.7 30.8 18.9 11.2 3.5 

The performance assessment 
process in this organiza-
tion is top-down. 8.2 19.9 25.5 27.3 19.1 

I have little to say in how 
mY.goals are established. 28.4 34.0 22.8 9.8 4.9 

I am an active participant in 
the performance appraisal 
process. 6.7 10.6 23.7 33.9 25.1 



TABLE 5-10 

The Relationship Between Antecedents and PAS Characteristics: 
Regression Coefficients 

==================================================================================== 

External Environment 

Environmental Turbulence 
Competitive Intensity 

Organizational Characteristics 

Hierarchy of Authority 
Participation in Decision Making 
Employee Oriented 

Top Management 

R2 = 
N = 

Hypothesized 
sign 

+ 

+ 

f3 

Content 

output- Hypothesized 
Oriented Sign 

.08* 

.06 

-.19** 
.04 

-.40*** 

.29 
261 

+ 

+ 

+ 

Behavior
oriented 

.01 

.03 

.15** 
-.10 

.49*** 

.17 
261 

==================================================================================== 
* 
** 
*** 

p < 0.10 
P < 0.05 
P < 0.001 

...... 
0'\ 
W 



TABLE 5-10 
(CONTINUED) 

The Relationship Between Antecedents and PAS Characteristics: 
Regression Coefficients 

==================================================================================== 

External Environment 

Environmental Turbulence 
Competitive Intensity 

organizational Structure 

Hierarchy of Authority 
Participation in Decision Making 
Employee oriented 

Top Management 

R2 = 
N 

Hypothesized 
Sign 

+ 

+ 

f3 

Mode 

Document- Hypothesized 
Based Sign 

.10* 

.09 

-.06 
-.06 

.18** 

.06 
261 

+ 
+ 

+ 

+ 

Interper
sonal 

.04 
-.01 

-.17** 
-.10 

.45*** 

.28 
261 

==========~====c================~================================================~== 
* 
** 
*** 

p < 0.10 
P < 0.05 
P < 0.001 

f-J 
0'1 
~ 



TABLE 5-11 

The Relationship Between strategy and PAS Characteristics: 
ANOVA Results 

===================================================================================== 

Mean Values 

Defender Prospector Analyzer 
(1) (2) (3) 

-------- ---------- --------
PAS 

Content 
-------
output-oriented 13.76 14.85 14.42 

Behavior-oriented 16.27 17.43 17.35 

Mode 

Document-based 16.43 16.73 16.01 

Interpersonal 23.74 25.l4 22.80 

Reactor F 
(4) 

-------

12.24 5.59*** 

15.75 1. 75 

16.62 .39 

21.56 3.45** 

Significantly 
Different 
Pairs 
-------------

2 & 4, 
3 & 4 

None 

None 

2 & 4 
=======================~===.=====================;====:===~=~============:a==~======= 

* 
** 
*** 

p < 0.10 
P < 0.05 
P < 0.001 I-' 

0) 

111 



TABLE 5-12 

The Relationship Between PAS Characteristics and Consequences: 
Regression Coefficients 

============================================================================== 

PAS 

content 

output-oriented 
Behavior-Oriented 

Mode 

Document-Based 
Interpersonal 

R* = 
N = 

Hypo Dysfunctional 
Sign Behavior 

+ 
? 

? 

-.24*** 
.04 

-.04 
-.24*** 

.09 
246 

p 

Hypo satisfaction 
Sign With PAS 

+ 
? 

? 
? 

.36*** 
-.01 

.17*** 

.41*** 

.53 
246 

Hypo Coordi
Sign nation 

? 
+ 

? 
? 

.07 
-.01 

.05 
246 

.19*** 
-.01 

============================================================================== 
* 
** 
*** 

p < 0.10 
P < 0.05 
P < 0.001 

I-' 
m 
m 



TABLE. 5-13 

standardized Regression Coefficients Across Low and High Levels 
of Moderator Variables (Unrestricted Run)a 

==================================================================================== 
Independent Variables 

Moderator Dependent Moderator Output Behavior Document Interpe Chow 
Variable Variable Level Oriented Oriented Based rsonal Test 

Enviro- Dysfunctional Low -.31** 
nmental Behavior High -.22* F=2.20* 
Turbu-
lence Job Low -.24* 

Performance High F=3.45** 

Satisfaction Low .40*** .50*** 
with PAS High .45*** F=1.99* 

Coordination Low .30** 
High F=0.73 

Competi- Dysfunctional Low -.48*** 
tive Behavior High -.22** F=2.36* 
Intensity 

Job Low 
Performance High F=0.45 

satisfaction Low .39*** .18*** .47*** 
with PAS High .31*** .12* .43*** F=1.30 

Coordination Low 
High F=1.18 

=================================================================================== 

I-' 
0'\ 
....,J 



TABLE 5-13 
(CONTINUED) 

===================~=============================================================== 

Independent Variables 

Moderator Dependent Moderator Output Behavior Document Interpe Chow 
Variable Variable Level Oriented Oriented Based rsonal Test 

Hierarchy Dysfunctional Low -.31*** 
of Behavior High F=1. 60 
Authority 

Job Low 
Performance High F=1. 25 

Satisfaction Lm" .29*** .20** .49*** 
with PAS High .35*** .15** .39** F=2.25* 

Coordination Low 
High .20* F=2.22* 

Partici- Dysfunctional Low 
pat ion Behavior High -.34** F=1.93 
in 
Decision Job Low 
Making Performance High F=4.74*** 

Satisfaction Low .37*** .29*** .24** 
with PAS High .30*** .18** .50*** F=2.31* 

Coordination Low .23** 
High F=2.16* 

=================================================================================== ...... 
0'\ 
co 



TABLE 5-13 
(CONTINUED) 

====================================================================================-

Moderator Dependent 
Variable Variable 

Employee 
Oriented 
Top 
Mana
gement 

Dysfunctional 
Behavior 

Job 
Performance 

satisfaction 
with PAS 

Coordination 

Strategy Dysfunctional 
Behavior 

Job 
Performance 

Moderator Output 
Level Oriented 

Low 
High 

Low 
High 

Low 
High 

Low 
High 

Defender 
Prospector 

.46*** 

.33*** 

.26** 

.19* 

Analyzer -.24** 
Reactor 

Defender 
Prospector 
Analyzer 
Reactor 

Independent Variables 

Behavior 
Oriented 

Document 
Based 

-.32** 

.25** 

Interpe 
rsonal 

-.25** 
-.19* 

.23** 

.17* 

.44*** 

-.49*** 

-.43** 

Chow 
Test 

F=2.70** 

F=3.00** 

F=7.46*** 

F=1.11 

F=7.30*** 

F=2.48** 
===================================================================================== 

I-' 
0'1 
\0 



TABLE 5-13 
(CONTINUED) 

==================================================================================== 

Independent Variables 

Moderator Dependent 
Variable Variable 

strategy Satisfaction 
with PAS 

Coordination 

Moderator Output 
Level Oriented 

Defender 
Prospector 
Analyzer 
Reactor 

Defender 
Prospector 
Analyzer 
Reactor 

.44*** 

.45*** 

.29** 

Behavior 
Oriented 

-.19* 

Document 
Based 

.24** 

.18* 

Interpe 
rsonal 

.44*** 

.28** 

.43*** 

Chow 
Test 

.51** F=2.5** 

.20* 

-.38* F=4.46** 
==================================================================================== 
a .. 
.... .... 

Dash indicates coefficient not significant at a = 0.10 
P < 0.10 
P < 0.05 
P < 0.001 

I-' 
'-l 
o 



TABLE 5-14 

standardized Regression Coefficients Across Low and High Levels 
of Moderator Variables (Unrestricted Run)S 

===================================================================================== 

Independent Variables 

Moderator Dependent Moderator Output Behavior Document Interpe Chow 
Variable Variable Level Oriented Oriented Based rsonal Test 

Partici- Dysfunctional Low 
pation in Behavior High -.16* F=2.92** 
Appraisal 
Process Job Low 

Performance High F=1.·65 

Satisfaction Low .29** .26** .26** 
with PAS High .40** .38*** F=11.33*** 

===================================================================================== 
a 

* 

*** 

Dash indicates coefficient not significant at a = 0.10 
P < 0.10 
P < 0.05 
P < 0.001 

I-' 
--...J 
I-' 



TABLB 5-15 

summary of structural Equation Model Estimates 
and Goodness-of-Fit Indices 

Parameter 

I'll 
1'12 

1'13 

1'14 

1'15 

1'21 

1'22 

1'23 

1'24 

1'25 

1'31 

1'32 

1'33 

1'34 

1'35 

1'41 

1'42 

1'43 

1'44 

1'45 
{352 

{354 

{363 

{374 

Model Fit 

standardized 
Estimate 

.050 

.058 

.164 
-.140 

.562 

.113 

.074 
-.183 

.018 

.459 

.153 

.118 
-.045 
-.042 

.206 

.030 
-.007 
-.118 
-.146 

.657 
-.140 
-.282 

.162 
-.010 

x2 (d.f. = 31) = 108.54, P < 0.001 N = 244 
GFI = 0.921, AGFI = 0.800, RMSR = 0.072 

P < 0.10 
P < 0.05 
P < 0.001 

•• ... 

t-value 

.695 

.873 
2.184** 

-1.939** 
7.183*** 
1.744** 
1.223 

-2.704** 
.283 

6.499*** 
2.057** 
1.694** 
-.580 
-.558 
2.551** 

.465 
-.115 
1.740** 

-2.247** 
7.904*** 

-1.810** 
-3.697*** 

3.503*** 
-.144 

172 



TABLE 5-16 

Summary of Main Effects Results: Regression Versus LISREL 
================================================================================== 

content 

output-oriented PAS Behavior-oriented PAS 

Sign Regression LISREL Sign Regression LISREL 

Environmental Turbulence 0 0 + NS NS 

Competitive Intensity + NS NS NS NS 

Hierarchy of Authority + 0 0 o o 

Participation in 
Decision Making NS NS + NS o 

Employee oriented 
Top Management S S + S S 

Dysfunctional Behavior + 0 0 NHE 

satisfaction with PAS NHE NHE 

Interdepartmental NHE NHE 
Coordination 

...... 
--..J 
W 



TABLE 5-16 
(CONTINUED) 

=================================================================================== 

Mode 

Document-Based PAS Interpersonal PAS 

sign Regression 

Environmental Turbulence 

Competitive Intensity + 

Hierarchy of Authority + 

Participation in 
Decision Making 

Employee oriented 
Top Management 

Dysfunctional Behavior NHE 

satisfaction with PAS + 

Interdepartmental 
Coordination NHE 

NHE = no hypothesized effects 
S = support 
NS = no support 
o = opposite effect 

0 

NS 

NS 

NS 

0 

S 

LISREL Sign Regression LISREL 

o + NS NS 

S + °NS NS 

NS S S 

NS + NS o 

o + s S 

S S 

S NHE 

+ NS NS 

I-' 
-..J 
~ 



FIGURE 5-1 
a 

Operationalization of Causal Model 

• A parameters constrained to equal ~eliability 
tl environmental turbulence 
(2 competitive intenoity 
(3 hierarchy of authority 
(4 - participation in decision making 
(s employee oriented top management 

~I behavior-oriented PAS 
~2 output-orionted PAS 
~3 document-based PAS 
q4 interpersonal PAS 
~s dysfunctional behavior 
q6 satisfaction with PAS 
~1 interdepartmental coordination 

I-' 
.....:I 
U1 



A. DISCUSSION 

CHAPTER VI 

CONCLUSIONS 

176 

The purpose of this dissertation was: (1) to identify 

the performance appraisal systems that are being used to 

evaluate the performance of marketing managers, (2) to 

investigate the role of the environmental and organizational 

context of a firm in shaping the development and design of 

its marketing performance appraisal systems, and (3) to 

examine the effects of performance appraisal systems on 

managerial responses. Even though the management and 

personnel literatures have examined performance appraisal 

systems in great deal, our study indicated that they do not 

adequately capture the appraisal systems operating within 

marketing departments. Hence, assuming the application of 

these systems in a marketing context may be inappropriate. 

More specifically, our research indicated that besides 

the traditional (i.e., document-based/"formal") performance 

appraisal systems discussed in the human relations 

literature, nondocument-based or "informal" systems operate 

within marketing units. One reason for this new form of PAS 

may be that marketing managers differ from the managers in 

other units within the organization in that they perform 
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unique boundary spanning activities (Thompson 1967; Miles 

1980). Therefore, by setting marketing managers apart from 

the other managers within an organization, our study allowed 

us to add to the human relations literature by identifying 

these "informal" appraisal systems. 

In general, the research findings provide some support 

for the proposed theoretical model of performance appraisal 

systems presented in Figure 2-1. specifically, the external 

environment-PAS findings suggest that the conditions 

prevailing in the external environment of an organization 

influence the performance appraisal systems used in 

marketing departments. Though the findings do not support 

the hypothesized relationships of increased use of behavior

oriented and interpersonal PAS in a turbulent environment, 

they reveal that environmental turbulence predicts the use 

of output-oriented and document-based PAS. A possible 

interpretation of these findings may be that our study is 

only a "snapshot" of a larger picture. That means that the 

nature of the appraisal systems may evolve over time due to 

a variety of reasons. One reason may be indications that 

prescribed behaviors do not always lead to desired outcomes. 

Therefore, if the organization is concerned with survival in 

the long run, it may not be able to afford to evaluate 

behaviors for an extensive period of time if outcome results 

do not follow. Another reason may be that at the time this 
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study was conducted organizations did not face a very 

turbulent environment, and therefore did not find it 

necessary to focus on evaluating behaviors and rely on 

interpersonal processes. Yet, another alternative 

explanation, based on the transaction cost analysis 

theoretical framework, may be that when the environment is 

highly uncertain, marketing managers are readily replaceable 

and output measures are adequate, and hence more likely. 

Competitive intensity, on the other hand, had no effect 

on the use of the appraisal systems. This result was 

surprising, but it may be due to the marginal reliability of 

the employed measures (Arnold 1982). Future research should 

examine this possibility by employing alternative/better 

measures. 

Further, the findings of strong relationships between 

organizational characteristics and performance appraisal 

systems in-use indicate that organizational variables do 

have a role in shaping the types of performance appraisal 

systems used within marketing units. For example, increases 

in the hierarchy of authority result in increased use of 

behavior-oriented PAS and decreased use of interpersonal 

evaluation. While the latter finding supports our prior 

expectations, the former result contradicts our 

expectations. One possible explanation for this result may 

be that the measure of hierarchy of authority measures 
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behaviors that marketing managers are supposed to perform. 

Hence, these are behaviors that marketing mangers are 

supposed to engage and subsequently to be evaluated upon. 

Therefore, the use of behavior-oriented PAS. participation 

in decision making, on the other hand failed to 

differentiate across the four types of appraisal systems. 

As was anticipated the results support the hypothesized 

linkages between employee-oriented top management and PAS, 

and top management's philosophy and PAS respectively. 

Finally, the hypothesized direct effects of 

organizational strategy on the performance appraisal systems 

received rather limited support. One possible explanation 

may be that organizations 'need to consider the environmental 

and organizational constraints/conditions they encounter 

when they develop their strategies. Our model does not 

account for these constraints. Rather, it suggests that 

strategies are developed regardless of the nature of these 

conditions. As a result, the hypothesized links did not 

emerge. Another possible explanation may be that 

organizations do not design the most optimal type of 

strategy to match the context they operate within. 

Overall though, these findings taken together 

illustrate that one can obtain a richer understanding of the 

performance appraisal systems used in marketing departments 

by examining not only environmental characteristics but also 
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organizational characteristics. 

In addition, our study is one of the first in marketing 

to examine the effects that the appraisal systems might have 

on the behavioral responses of marketing personnel. Overall, 

the results do provide support for the notion of direct 

effects of the performance appraisal systems on 

dysfunctional behavior, satisfaction with the appraisal 

system, and interdepartmental coordination. Our study 

clearly indicates that an interpersonal evaluat~on is 

associated with less dysfunctional behavior. Our research 

also suggests that even though marketing managers would like 

to be evaluated by a document-based performance appraisal 

system they would prefer a concomitant interpersonal 

evaluation. 

Furthermore, our study is the first one not only in the 

marketing literature but also in the human relations 

literature to advance and examine a contingency perspective 

with regard to the appraisal systems. The results,- overall, 

provide some support for the proposed contingency 

relationships. Namely, that the external and internal 

context of the organization lead marketing managers to 

respond differently to the appraisal systems in-use. More 

importantly, the research findings imply that when 

organizations design their strategies they need to also 

implement the appropriate internal processes (i.e., 



181 

appraisal systems) if these strategies are to be successful. 

However, the results were not as supportive as expected. One 

possible explanation may be that finding strong support for 

moderating effects in field settings is difficult (Sackett 

et al. 1986). Another alternative explanation may be due to 

the lack of enough variance of the sample on the moderating 

variables (e.g., competitive intensity, centralization). 

Yet, another interpretation may be that the antecedent 

variables interact among themselves, and hence it is their 

combined effects that influence the appraisal systems and 

their subsequent effects, rather the hypothesized one/single 

factor effects. 

Finally, our research indicates that if marketing 

managers are given the opportunity to participate in various 

stages of the appraisal process than they respond positively 

to the appraisal system and the evaluation process. 

B. LIMITATIONS 

As with all research efforts, the present research has 

several limitations. First, as it was noted earlier the 

focus of our research is perceptions of external and 

internal context characteristics, performance appraisal 

systems, and consequences. However, if normative 

recommendations are to be made, than the focus must be on 
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"actual" organizational performance appraisal systems and 

reactions to these systems. Thus, if the study were to focus 

on "actual" situations than it should take the form of 

intensive field investigation (Merchant 1988) or multiple

informant sampling (Phillips 1982). Yet, as Weick (1969) 

suggests it may be more appropriate to focus on perceived 

rather than actual situations when managerial behavior is 

described. 

Second, the proposed model may be much more complex 

than the analysis suggests. That is, it is reasonable to 

assume that there exists a reciprocal relationship between 

the external and internal context of the organization and 

the performance appraisal systems in-use. In other words, as 

the marketing department accrues more experience it might 

begin to modify the appraisal systems used. These 

modifications 'in the appraisal systems may lead to an 

increased understanding about the phenomena. Hence, the 

current study may simply capture a relationship at one point 

in time. 

Thir~, the proposed model does not include other 

variables that are likely to affect the design of the 

performance appraisal systems (e.g., task characteristics). 

In addition, our model does not include potential 

interactions among the antecedent variables and the 

potential effects of such interactions. Therefore, the model 



specification may be incomplete, leading to less accurate 

parameter estimates. 
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Finally, relatedly to the above point may be the fact 

that the performance appraisal systems are solely influenced 

by what marketing managers are expected to be doing. For 

example, a marketing manager may be expected to be doing 

planning activities. As a result, s/he will be evaluated on 

how s/he performed with regard to that activity (i.e., 

planning). This would suggest that the proposed antecedent 

variables have no effect in predicting the appraisal systems 

used in marketing departments. 

C. FUTURE RESEARCH 

Future work in the are can take several directions. 

First, the study examines the perceptions of marketing 

managers (i.e., subordinates) about the performance 

appraisal systems. It may be useful to explore whether these 

systems are perceived differently by the people who do the 

evaluations (i.e., superiors). This will allow us to deal 

with the possibility that different informants might have 

different perceptions of the phenomena under investigation, 

but also to understand the "true" performance appraisal 

system(s) in~use within marketing departments. If systematic 

differences are found across informants (i.e., superiors and 
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subordinates) this would suggest that greater emphasis 

should be placed on the perceptual processes that link 

performance appraisal systems to marketing managers 

behavioral and psychological responses, since it would 

indicate that the evaluation process is a dyadic interaction 

between superior and subordinates. 

Second, the framework adopted in this study could be 

extended to include other variables (e.g., task 

characteristics). That is, it may be useful to study the 

effects of different types of jobs on the design of the 

performance appraisal systems and how marketing managers 

will respond. 

Third, one can also examine the relationship between 

performance appraisal systems and marketing mix decisions 

(e.g., product, distribution decisions). That is, it may be 

useful to attempt to determine whether marketing mix 

decisions have any effects on the content and mode of the 

appraisal systems. For example, consider a situation whereas 

the introduction of a new innovative product to the market 

is decided. Than, it is reasonable to expect that the 

evaluation of the performance of the product/brand manager 

responsible for that product to be based upon criteria or 

methods that differ from the ones used for marketing 

managers responsible for already established products. The 

reason is that the former manager faces many more 
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idiosyncratic uncertainties related to this new product, 

which the latter managers are not likely to encounter, since 

their products have been in the market long enough so as to 

know what to "expect ... 

Fourth, one of the most interesting and fruitful 

avenues for future research might be to examine what effects 

the interaction among the antecedent variables has on the 

performance appraisal systems in-use. For example, what are 

the effects on the appraisal systems for an organization 

that is characterized by both high turbulent environment and 

high competitive intensity? This issue can be approached by 

examining the performance appraisal systems in industries 

that have been a priori characterized by both high 

environmental turbulence and high competitive intensity. 

Fifth, further research is needed to test the 

potentially dynamic or reciprocal relationships between the 

external and internal context of the organization and the 

performance appraisal systems in-use. That is, as the 

marketing department has more experience and knowledge, 

modifications in the appraisal systems may occur. Very 

little" if anything at all, is known about these reciprocal 

relationships, but such knowledge would provide important 

information on what triggers the change or modification in 

the appraisal systems and how to manage these modifications. 

This issue can be addressed by using a longitudinal study. 
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sixth, another interesting issue would be to study 

the effects that the individual-level appraisal systems 

(examined in this study) might have on the success of the 

marketing unit as a whole. That is, whether a particular 

content or mode of the performance appraisal system will' 

lead to higher performance of the marketing department. The 

reason is that the performance of each individual marketing 

manager is expected to contribute to the marketing 

department's overall performance. The findings of this study 

make us suspect that the effects of the appraisal systems on 

the marketing department's overall performance are likely to 

be contingent upon the environmental and organizational 

context of the organization. 

Finally, another intriguing area for future research is 

to examine the relationship between the performance 

appraisal systems and the rewards that marketing managers 

receive based upon the outcome of this evaluation process. 

studying such relationships may be proven one of the most 

pervasive, important, and fundamental topics to be examined 

in the marketing area. The reason is that the behavior of 

marketing managers is determined largely by the way in which 

their activities are measured and rewarded (see Anderson and 

Chambers 1985). To address this topic a good starting point 

may be the reward/measurement model of organizational buying 

behavior proposed by Anderson and Chambers (1985). 
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Environmental 
Turbulence 

Competitive 
Intensity 

Hierarchy of 
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participation 
in Decision 
Making 

APPENDIX A 

Scale Itemsa 

Final Scale Items 

1. The rate at which products/ 
services are getting obsolete 
in the industry is very slow. 

2. Actions of competitors are 
quite easy to predict. 

3. Demand and consumer tastes 
are fairly easy to forecast. 
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Source 

Miller and Droge 
(1986) 

4. The production/service technology 
is not subject to very much 
change and is well established. 

1. Competition in our industry 
is cut-throat. 

2. There are many "promotion wars" 
in our industry. 

3. Anything that our competitors 
can offer, others can match 
readily. 

4. Price competition is a hallmark 
of our industry. 

s. One hears of a new competitive 
move almost every day. 

Kohli and Jaworski 
(1991) 

1. There can be little action taken Aiken and Hage 
here until a supervisor. (1966), Hage and 

2. A person who wants to make his/ Aiken (1967) 
her own decisions would be 
quickly discouraged. 

3. Even small matters have to be 
referred higher up for a final 
answer. 

4. I have to ask my boss before 
I do almost anything. 

s. Any decision I make has to have 
my boss's approval. 

1. I usually participate in the 
decision to hire new staff. 

2. I usually participate in 
decisions on the promotion of 
any of the professional staff. 

Aiken and Hage 
(1966), Hage and 
Aiken (1967) 



Top Management's 
Philosophy 

Top Management's 
Employee 
orientation 

Output
oriented 
PAS 

APPBHDIX A 
(CONTlHUBD ) 

3. I usually participate in 
decisions on the adoption of 
new policies. 

4. I usually participate in the 
decisions on the adoption of new 
programs. 

1. Top management believes in our 
formal appraisal systems. 

2. Our senior managers are 
committed to an explicit 
performance review. 

3. Our formal appraisal reviews 
have the support of senior 
management. 

4. Top managers around here like 
the idea of periodic perfor
mance reviews. 

1. Top management encourages 
two-way feedback between 
employees and managers. 

2. Top management encourages my 
immediate boss to support me. 

3. Top management believes in a 
"team management" approach. 

4. Senior managers are very con
cerned about employee profe
ssional development. 

5. Top management could care less 
about the growth of employees 
within the organization. 

6. Top managers are concerned about 
the quality of interaction 
between superiors and subordinates. 

1. I am evaluated based upon goal 
attainment. 

2. I am evaluate based upon the 
the desired performance targets. 

3. The organization monitors the 
extent to which I attain 
my goals. 
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New Scale 

New Scale 

Based upon 
Anderson and 
Oliver 
(1987)b 



Behavior
oriented 
PAS 

Document
Based 
PAS 

Interpe
sonal 
PAS 

APPBRDIX A 
(corrrlHUBD ) 

4. I am evaluated based upon 
specific performance goals 
established for my job. 

1. I am evaluated baaed upon the 
processes/methods I use to 
produce outputs. 

2. My immediate boss monitors the 
extent to which I follow 
established procedures. 

3. This organization cares about 
how work actually gets done. 

4. My formal work evaluations 
stress how my work gets done. 

s. Our performance evaluation 
systems emphasize behaviors 
and methods to achieve 
work results. 

6. My boss is concerned that I go 
about job tasks the "right" way. 

1. My superior uses an appraisal 
form in evaluating his/her 
subordinates. 

2. Appraisal forms are completed 
on a regular basis (i.e., yearly, 
by-yearly) in this organization. 

3. Formal "paperwork" is completed 
to assess my performance. 

4. My boss has to "fill-out" annual 
reviews for all marketing perso
nnel under his/her supervision. 

1. I get together with my boss to 
discuss my performance. 

2. My immediate boss provides me 
with performance feedback. 

3. When my manager is satisfied 
with my performance he comments 
about it. 

4. When my manager doesn't find my 
performance satisfactory he 
tells me about it. 
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Based upon 
Anderson and 
Oliver 
(1987)b 

New Scale 

New Scale 



Manager's 
Satisfaction 
with the 
PAS 

Dysfunctional 
Behavior 

APPBHDIX A 
(COHTlHUBD) 

5. My manager makes it a point to 
tell me when s/he thinks I am 
not performing well. 

6. My manager expresses his opinion 
of how s/he sees my performance. 

7. My manager lets me know about 
my performance. 

1. The current system does a good 
job in helping me reach my 
potential. 

2. I am quite satisfied with the 
way my manager evaluates my 
performance. 

3. In general, I am satisfied with 
our performance appraisal 
system(s) • 

4. I find the performance appraisal 
process quite useful. 

5. The performance appraisal system 
needs a major overhaul. 

1. I ignore my manager's comments 
comment's about my performance. 

2. I try to refute criticisms of 
my performance. 

3. I tend to ignore certain job
related activities, simply 
because they are not monitored 
by the division. 

4. I work on unimportant activities 
simply because they are monito
red by upper management. 

5. Even if my productivity is low, 
I still try to make it appear 
reasonable. 

6. I have adjusted marketing data 
to make my performance appear 
more in line with division goals. 

7. I provide candid estimates about 
what I can accomplish on the job. 

8. I provide candid estimates about 
how long various tasks will take 
to complete. 
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New Scale 

Modified and 
expanded from 
Jaworski and 
MacInnis (1989) 



Marketing 
Manager's 
Performance 

Coordination 
With Other 
Functional 
Areas 

APPBRDIX A 
(COHTlRUBD ) 

9. I openly discuss the activities 
I manage with my boss. 

1. Solving most day-to-day problems. 
2. Adjusting to new situations. 
3. Taking responsibility in my work •. 
4. Displaying up-to-date 

knowledge of the market. 
5. Making operating decisions to 

achieve the goals set for the SBU. 
6. Relationship with the immediate boss. 
7. Coping with pressure or strain 

on the job. 
8. Having managerial integrity. 
9. Monitoring customers and competitors 

in our industry. 
10. Readily assuming responsibility. 
11. Being an honest employee. 
12. Having the creative ability to 

solve new problems. 
13. Having good working relationships 

with other managers in the division. 
14. Fully supporting and carrying 

out the company policies. 
15. Making rigorous attempts to achieve 

the objectives set for the division. 
16. Making an effort to improve my 

managerial skills. 
17. Working long hours when necessary. 

(s-point scale ranging from "my performan
ce is below my peers" to "my performance 
is above my peers") 
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Adopted from 
Lusch and 
serpkenci 
(1990) 

1. In the past six months, to what extent Ruekert and 
have you had effective working rela- Walker 
tionships with people in other units (1987) 
(e.g., manufacturing, R&D, accounting)? 

2. To what extent have these other units 
carried out their responsibilities and 
commitments in regard to you during 
the past six months? 

3. To what extent do you feel the relati
onship between you and these other units 
is productive? 



APPBRDIX A 
(CORTlRUBD ) 

4. To what extent have you carried out your 
responsibilities and commitments in regard 
to these other units during the past 
six months? 

S. To what extent is the time and effort spent 
in developing and maintaining the relati
onship with these other units worthwhile? 

6. overall, to what extent were"you satisfied 
with the relationship between your unit and 
these other unita during the past six months? 

(S-point scale ranging from "to no extent" to 
"great extent") 
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Participation 
in Appraisal 
Process 

1. My immediate boss and I jointly set the New 
performance objectives I expect to achieve. Scale 

2. My manager specifies the activities I am 
expected to perform without consulting me. 

a 

b 

3. My formal appraisal is a "give-and-take" 
activity. 

4. I feel I can discuss my performance with 
my immediate boss during my appraisal. 

s. I am encouraged to provide my boss with 
data to support my performance leveL 

6. My boss sets my performance objectives 
without consulting with me. 

7. The performance assessment process in 
this organization is top-down. 

S. I have little to say in how my goals 
are established. 

9. I am an active participant in the 
performance appraisal process. 

All are S-point scales ranging from "strongly disagree" to 
"strongly agree", except otherwise noted. 

These scales were new scales based upon the conceptual work of the 
authors cited. 
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Measure of Strategic Type (Snow and Hrebiniak 1980) 

Which one of the following descriptions most closely fits your SBU 
compared to other firms in the industry? (Please consider your SBU or 
company as a whole and note that none of the types listed below is 
inherently "good" or "bad"). 

Type 1 

Type 2 

Type 3 

This type of organization attempts to locate and 
maintain a secure niche in a relatively stable product 
or service area. The organization tends to offer a 
more limited range of products or services than its 
competitors, and it tries to protect its domain by 
offering higher quality, superior service, lower 
prices, and so forth. Often this type of organization 
is not at the forefront of developments in the 
industry - it tends to ignore industry changes that 
have no direct influence on current areas of operation 
and concentrates on doing the best job in a limited 
area. 

This type of organization typically operates within a 
broad product-market domain that undergoes periodic 
redefinition. The organization values being "first" in 
new product and market areas even if not all of these 
efforts prove to be highly profitable. The 
organization responds rapidly to early signals 
concerning areas of opportunity, and these responses 
often lead to a new round of competitive actions. 
However, this type of organization may not maintain 
market strength in all of the areas it enters. 

This type of organization attempts to maintain a 
stable, limited line of products or services, while at 
the same time moving out quickly to follow a carefully 
selected set of the more promising new developments in 
the industry. The organization is seldom "first in" 
with new products or services. However, by carefully 
monitoring the actions of major competitors in areas 
compatible with its stable product-market base, the 
organization can frequently be "second in" with a more 
cost-efficient product or service. 
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APPBRDIX A 
(~Imnm) 

194 

This type of organization does not appear to have a 
consistent product-market orientation. The 
organization is usually not as aggressive in 
maintaining established products and markets as other 
competitors, nor is willing to take as many risks as 
other competitors. Rather, the organization responds 
in those areas where it is forced to by environmental 
pressures. 
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Collose 01 Bu.in ... and 
rublic AdmlnlStntion 
o.partmmt 01 Markoting 
1<.1,1 E1le, G,aduat. School 01 Managemmt 

October 3D, 1990 

Mr. Donald Altvater 
Dir Prog Management 
GTE Communication Systems 
2500 W. Utopia Rd. 
Phoenix, AZ 85027 

Dear Mr. Altvater: 

THE UNIV£llSITYOf 

ARIzONA 
1\JCsoN ARIzoNA 

Room 347. Harvill 
Tucson. Arizona 85721 
(602) 621·7479 

I am writing to you 'to request your assistance in completing my dissertation. I am currently 
in the process of pretesting the survey instrument that I will later use to collect the data for my 
dissertation. In this research, I am concerned with the performance appraisal systems currently used 
to evaluate the performance of marketing managers. By understanding when appraisal systems used 
and how they impact upon the individual, I hope to find ways of enhancing marketing performance. 

I am writing to request your participation in the ~ by completing the enclosed 
questionnaire. While your name was randomly selcx:ted from the local AMA roster, I can assure your 
responses win never be provided to anyone. Rather, the aggregate information resulted from this 
pretest will enable me to design a better questionnaire for conecting the data for my dissertation. 
While the questionnaire has an identification number, it is for mailing purposes only. This is so I can 
check your name off the mailing list when your questionnaire is returned. Your name win never be 
placed on the questionnaire. 

Only a very small sample of individuals is being surveyed for this prttest Thus, your response 
is crucial to the successful completion of my dissertation. If you have any questions please do not 
hesitate to call me anytime, either at home (292'{)3SS) or at my office (621.7479). 

Fmally, a summary of the findings will be provided to you after I complete my dissertation 
(target date June 1991). Thank you very much, in advance, for your help. 

Sincerely, 

V, ~-bb.J+~) ro::ti~~f\/\ 
V1asis Stathakopoulos 
Doctoral Candidate 

Enclosure 

f· <; . 
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College of Bu.in ... and 
PubUc Admirustration 
Department of Marketing 
KArl EUer Graduate School of Management 

November 7, 1990 

Mr. Donald Altvater 
Dir Prog Management 
GTE Communication Systems 
2S00 W. Utopia Rd. 
Phoenix, AZ 85027 

Dear Mr. Altvater: 

THE UNMRSIT'I Of 

ARIzONA 
1\JcsoN AmDNA 

Room 347, Harvill 
Tucson.Anzona 85721 
(602) 621·7479 

About a week ago a questionnaire seeking your response about individual 
marketing perfonnance appraisal issues was mailed to you. The purpose of that 
questionnaire is to ~ the survey instrument that I will later use to collect the 
data for my dissenation. Your name was drawn from the ml AMA roster. 

If you have already completed and returned it to me, please accept my sincere 
thanks. If not, I would appreciate your response as soon as possible. Because it was 
sent to only a very small sample of marketing professionals, your response is crucial 
to the successful completion of my dissenation. 

If by some chance you did not receive the questionnaire or it got misplaced, 
please call me as soon as you get a chance, either at home (292·0355) or at my office 
621·7479) and I will mail another one to you today. 

Sincerely, 

V S-lAlh4 
Vlasis Stathakopoulos 
Doctoral Candidate 
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A SURVEY OF PERFORMANCE APPRAISAL SYSTEMS 
FOR MARKETING MANAGERS 

Dissertation Research 
VIasls StathakopoDlos 
University of Arizona 
CoOege of Basmen 
Tucson, AZ 85711 

Phone: (601) 621·747' 
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I. For the J1urposes or this survey, please rl)cus on your stratealc business unit (SDU). Ir you lire employed with II company which 
does not hllve snus, please respond In rererence to the nrID .5 • whole. This section beglna with II rew questions llbout your 
J1usltlon, your snu, and your Industry. 

1. What is your job title? _____ . 

2. How many years have you worked Cor this firm? __ , 

3. How many Cull·tlme marketing proCessionals report directly to you? __ , 

4. What kind of responslb!lltles do you have? _____ . 

S. Your primary business Is: 

1 .. Consumer products 
2 • Consumer services 
3 • Industrial products 
4 • Industrial serviCICI 
S • Non·profit organization 
.$ • Other, please spcdtf __ _ 

6. Your primary product Is: 

_ Agriculture, Forestry, FIshing 
_ Mining'" Euractive Industries 
_ Construction 
_ Food '" Tobaa:o Products 
_ Textiles '" Apparel 
_ Wood Products '" Furniture 
_ Paper, AllIed Products, Printing 
_ Chemicals '" AllIed Products 
_ Petroleum'" Energy Products 
_ Rubber'" Plastic Products 
_ Leather, Stone, Cay '" Glass 

_ Metals '" Metal Producu 
_Machinery 
_ Electrical '" EIcctronic Equipment 
_ Transpon Equipment 
_ Instruments, Mise. Manufacturlns 
_ Transportation. Communications 
_. Utilities 
_ Wholesale '" RctaU Trade 
_ Finance, IDsIIJ'IDCe, Real Estate 
_Servlca 
_ Dlvctslfied Companies 
_ Other, please spcdtf __ _ 

n, This sectIon concema JOUr business unit', extenta1 enYlroJUDellt (&10. antm.". eompcdtcn, uclso oa). 

Suongly Suongly 
Disagree Aarco 

I, Our firm rarely changes Its marketlns practlCICI 
to keep up with the market and competitors. 2 3 4 5 

2. The rate at which proclUC\lllCrvlCICI are getting 
obsolete In tho industIJ Is vety lIow. 2 3 4 5 

3. Actions of competitorl are quite easy to predict. 2 3 4 5 

4. Demand and consumer taslCS are fairly easy to CorecasL 2 3 4 5 

S. The productlon/scrvlco technology Is not subject 
to very much change and Is well established. 1 2 3 4 5 

6. Competition In our Industry Is cut·throaL 2 3 4 5 

7. There are many "protnotlon wars" In our Industry. 2 3 4 S 
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Suongly Strongly 
Disagree Agree 

:I. AnYlhing that our eompctilors can urrer, others can match readily. 2 3 .. S 

9. Price competition Is a hallmark oC our Industry. 2 3 4 S 

10. One hears oC a new competitive move almost every day. 2 3 4 5 

11. Our competitors are relatively weak. 2 3 4 5 

III. The next set of questIon. pertain. to your business unit' •• tnKtare ADd processes. 

Strongly Strongly 
Disagree Agree 

1. There can be Utile action taken here 
until a supervisor approves a decisIon. 2 3 4 5 

2. A person who wants to make hlsllter own decisions 
would be quickly discouraged. 2 3 4 5 

3. Even smaU mailers have to be reCerred higher up for a finIl answer. 2 3 4 5 

4. I have to ask my boss beCore I do almost anything. 2 3 4 5 

S. Any decision I make has to have my boss's approval 1 2 3 4 5 

6. I usually panlclpate in the decision to blre new staff. 2 3 4 5 

7. I usually panlclpate in decisions on the promotion 
of any o~ the professional staff. 1 2 3 4 5 

8. I usually panlclpate in decisions on the adoption of new poUc:ica. 2 3 4 5 

9. 1 usually panlclpate in the decisions on the adoption of Dew propama. 1 2 3 4 5 

IV. Thl. seetlon concems top manaaement In JOur buslnea 1IDIt. 

Strongly Strongly 
DIsaJl'CO A&rce 

1. Top management CDCIOUlISCltwo-WI)' feedback betweell 
employees and IDIDIJCIIo 2 3 " 5 

2. Top management CIlC01UIJCI my Immediate boss to suppan me. 2 3 4 5 

3. Top mlnagcmellt bclIeYeI in • "team management" appl'OldL 2 3 4 5 

4. Senior manap arc way collCCfJled 
about employee profeafonal devclopmenL 2 3 4 5 

5. Top mlnaaement could care ICSI 
about the powth of employeca within the organization. 2 3 4 5 

6. Top managers arc concemed about the quality of IntenlCtion 
betwccn superiors and subordinates. 2 3 4 5 



v. I "fluid IIkl! 10 ask you 11010 which Olll! or tlw rflUowlng descriptions mosl closely fils your SHU compared 10 olher nrms In lhe 
Induslry. (!'Iease consider your snu or compllny as a whole and nole Ihal none or Ihe Iypes lis led below Is Inherently 0good0 or 
°hudO

). 
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__ Type I This Iype of organlzalion allempls 10 locale ami maintain a secure niche in a relatively slable pro.Jucl or service 
arCll. The organlzallon lends 10 uffer a more limited range of producls or services Ihan its compelilors. and il lries 
10 prolect Its domain by offering higher quality, superior service, lower prices, and so forth. Often Ihls type of . 
organizallon Is nOI at the forefront of developments In the industry 0 il lends to Ignore induslry changes that have 
no direct influence on current areas of operation and mncenlrates Inslead on doing Ihe besl job In a limited area. 

__ Type 2 This type of organizallon Iyplcally operates within a broad productomarket domain that undergoes periodic 
redefinition. The organization values being "first in" in nC'N product and market areas even If not all of Ihese 
efforts prove to be highly profilable. The organization responds rapidly 10 early signals mncernlng areas of 
opponunity, and these responses of len lcatl to a new round of mmpelltlve actions. However, this type of 
organization may nOI maintain market strength in III of the Ireas It enters. 

__ Type 3 This type of organization attempts to maintain a stable, Umited line of products or services. while at the same time 
mOving out quickly to follow a carefully selec:ted set of the more promising new developments in the Industry. 
The organization Is seldom "first in" with new products or services. However, by carefully monitoring the IctiOns of 
major mmpetitors in areas mmpatible with Its stable productomarket base, the organization can frequcntly be 
"5CQ)nd in" with a more Q)St-eCClclcnt product or service. 

__ Type 4 ThIs type oC organization does not appear to hI\'C I mnslstent product·market orientation. The organization Is 
usually not as Iggressive In maintaining established products Inti markets as other competitors. nor is willing to 
take as many risks as other competitors. Rather, the orpnlzation responds in those areas where it is forcetl to by 
environmental pressures. 

2. In the previous question, you selecled a particular description of your organization. Which description (Le., Type I, 2, 3, or 4) 
best fits your organization Cor the period: 

10 3ycm ago 
103 years from now 

VL ThIs next let or llelal pertafIII to SBU aoaII, procedUl'l!l, aud 1IWIIpI'I' perfonnance ..-lHIItI. Pleue dn:Ie the 
appropriate IUJlODIe tor each Item. 

Stron&IY StronJly 
DIsagree Agree 

1. SpeclClc performance goals Ire established for my jobo 2 3 .. 5 

2. I am evaluated based upon goa, attainmcnt. 1 2 3 .. 5 

3. I am evaluated bIsed upon the desired performance targets. 1 2 3 4 5 

4. I am evaluated baed upDIllbe proc:eascslmethOds 
I use to produco outpulL 2 3 .. 5 

S. My Immedllte boss maniton the extent to which 
I Collow established procedurca. 2 3 4 5 

6. The organization monitors the extent to whleh I attain my goals. 2 3 4 5 

7. I am rewarded bIsed upon my results. 2 3 4 5 

8. I am evaluated bIscd upon specific performance goals 
established for my job. 2 3 .. 5 

3 
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Strongly Strongly 
DIsagree Agree 

9. Our p~rrurm:lncc evaluation systems cmphasil.c bchaviors 
and mcthuds to achieve Iol.ork rcsulls. 2 3 " S 

10. This organiZ.:ltion cares about how work actually gets done. 2 3 " S 

11. My formal work evaluations stress ~ my work gclS done. 2 3 " 5 

12. My boss Is concerned that I go about job tasks the ·right· way. 2 3 4 5 

13. My superior completes perrormance appraisal forms 
ror all marketing subordinates. 2 3 4 5 

14. Appraisal rorms are completed on a regular basis (I.e., yearly. by-yearly) 
in this organization. I 2 3 4 5 

15. Formal ·paperwork· Is completed to assess my perrormance. 2 3 4 5 

16. My boss has to °fllloOutO annual reviews ror all markelinl personel 
under hlslher supervision. 2 3 4 5 

17. All managers in the SBU are evaluated with the same method. 2 3 4 5 

18. ThIJ set 0( quesl.lonl dealJ with reedback you set about JOIU' perfClr1lWlCe I1l!!s!l tD 10Ur WmIlappnllaL Uyour SBU cIoeI 
not use a formal apprabal document &0 to question 19. 

1. I. receive a written evaluation or my perrormance. 

Strongly 
Disagree 

2. My manager provides me with verbal reedback about my performance. 

2 

2 

3 

3 4 

Strongly 
Acree 

5 

5 

19. ThIJ set of questions deals with l!!!mn!l feedback )'011 au about your perfClr1lWlCe durtna I!lL!!ras III the ,..... 

SlroII&iy Strongly 
Disagree Asrec 

1. I get together with my bois to discuss my performaDa!. 2 3 .. S 

2. My immediate boss provides me with performance reedbac:t. 2 3 4 S 

3. When my manaFf Is salil&d with my performance 
he comments about IL 2 3 .. 5 

4. When my malllaer docID't IIDd my performance satisfactory 
he tells me aboul IL 2 3 4 S 

S. My rnaDlaer makes It I point tD tell me 
when S/bc thlllD I 1m nOI perrormlng welL 2 3 .. S 

6. My manager ClqlI'CllCS his opinion or how S/be setS my performancr. 2 3 .. S 

7. My mlDlICr lets me IaIow about my performance. 2 3 .. S 

4 
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\'1. III Ihis ,ctlillfl. I um t"Ill'~rnc~ \\ilh ~lIur tI\"rulll~\Clllf ,all,raclinn "ilh ~nur 1lI'I,rul".1 '~Mcm, lIere I um ~rcrrilll! In hnlh 
Ihf IlIfnrnllll c,uluulinll\ Ihal h.~r I'h,,'r u\ "I'll U, UII~ furmlll process to assess ~nur purllrmuncc. I am IIlso toncerued bhuill 
,uur h"l ""I,ralsul us "cll a\ Ihr 111I1l' Ih.· curr~ul Ill'l'rai\al sy\lem hos been III pluce. 

Sirongly 
Disagree 

1. The currenl system docs a good job of hclping mc rcach my potcntial. 2 

2. I am quite satisfied with thc way my manager 
cvaluates my performance. 2 

3. In gcncml, I am satisfied \\ith our performance appraisal system(s). 2 

4. I find the performance appraisal process quite useful, 2 

S. The performance appraisal system nccds a major overhaul. 2 

3 

3 

3 

3 

3 

Suongly 
Agree 

4 S 

4 S 

4 5 

4 5 

4 5 

6. When was the last time you were appraised? ____ : please specify the month aod the year 

7. How long has the appraisal system )'ou arc e\'3luate:l upon bccn in place? ____ : please specify number of years 

VII. This next section deals with behavior on the job. Some of the questions are sensitive. Remember that JODI" boss, your SBU or 
other parties will never h:I\'e access to your res!!Onses. 

Strongly Strongly 
Disagree Agree 

1. I Ignore my manager's comments about my pcrformance. 2 3 4 S 

2. I try to reCute criticisms of my performance. 2 3 4 S 

3. I tend to Ignore ccrtaio job.related activities, 
simply because they arc not monitored by the division. 2 3 4 S 

4. I work on unlmportaot activities, 
simply because they arc monitored by upper managemenL 2 3 4 5 

S. Even If my productivity Is lOW, I still try to make II appear reasonable. 2 3 4 S 

6. I have adjusted marketiog data to make my performance 
appear more in line wilh division goals. 2 3 4 S 

7. I prOvide candid cstlm31cs about whal I can accomplish on Ihe job. 2 3 4 S 

8. I provide candid cstimates about how long 
various tasks will lake 10 complele. 2 3 4 S 

9. I openly discuss the activillcs I manage with my boss. 2 3 4 S 
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\'111. In Ihis secllun, I would like yuu 10 con~lder lOp management's phlloo;nphy concerning performance assessmenlS. Importunlly, 
Ihls \ lew!!!.!!! or mil\' nol be renecletl in Ihe wuy eyaluallons Ire currently done. 

Sirongly Strongly 
Disagree Agree 

1. Top management believes In our formal appraisal systems. I 2 3 4 S 

2. Our senior managers arc committed to an explicit performance review. 1 2 3 4 S 

3. Our formal appraisal reviews have the suppan oC senior managemenL 2 3 4 S 

4. Top managers around bere like the Idea 
oC periodic performance reviews. 2 3 4 S 

IX. ThIs sectIon deall with how you compare your performance with other marketlna proCessIonals In thII SBU. 

My performance Is ,M 
Below my Same my Above my 
peers peers peers 

1. Solving most day·lO-day problems. 2 3 4 S 

2. Adjusting to new situations. 2 3 4 S 

3. Taking responsibility In my worle. 2 3 4 S 

4. Displaying up.to-date knowledge oC tbe markeL 2 3 4 S 

S. Making operating decisions to achieve the goals set for the SBU. 1 2 3 4 S 

6. Relationship with the immediate boss. 2 3 4 S 

7. Q,plng with pressure or strain on tbe Jab. 2 3 4 S 

8. Having managcrlallntcgrity. 2 3 " S 

9. Monitoring customers and competitors In our Industry. 2 3 " S 

10. Readily assuming responsibility. 1 2 3 " S 

11. Being an bonest employee. 2 3 " S 

12. Having the c:rcatJve ability to solve new problems. 2 3 " S 

13. Having good workllli relationships 
witb other manap In the dMslon. 2 3 " S 

14. Fully supponJn, and c:anying out tbe company poUcIes. 2 3 " S 

IS. Making rigorous attempts to achieve the Objectives 
set Cor the division. 2 3 " S 

16. Making an elron to Improve my managerial skiill. 2 3 4 S 

17. Working long bours when ncc:essary. 1 2 3 4 S 

, 
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X. "hl~ ~ccll"lI deuls wllh ,our IC"cl IIf l'urlldlluliClIl III Ihe apprulslIl process. 

Sirongly Strongly 
Disagrcl! Agree 

I. My immcllialc boss anll I joinlly SCI the pcrrormancc ohjccti\'cs 
I am expccted to achie"e. 2 J " S 

2. My manager spccilies the activitics J am expected to perrorm. 
without consulting me. 2 3 4 S 

3. My formal appraisal is a ·give.and·take· activity. 2 3 4 S 

4. I feel I can discuss my performance with my Immediate boss 
during my appraisal. 2 3 4 S 

S. I am encouraged to provide my boss with data 
to support my performance leveL 2 3 4 5 

6. My boss sets my performance objectives without consulting with me. 2 3 4 S 

7. The performance assessment process in this organization Is top4own. 2 3 4 5 

8. I have little say in how my goals are established. 2 3 4 5 

9. I am an active participant in the performance appraisal process. 2 3 4 5 

Xl. This section deals with Interdepartmental rel.tloDi in ,our buslnesl unit. 

To No To Great 
Extent Extent 

1. In the past six months, to what extent have you had efJec:tlvc 
worklng relationships with people In other units 
(e.g.. manufacturing, R&D, accounting)? 2 3 4 S 

2. To what extent have these otbcr units carried out their responsibilities 
and commitments in regard to you during the past six months? 1 2 3 4 S 

3. To what extent have you carried out your responsibilities and 
commitments in regard to these other units 
during the past six months? 2 3 " S 

4. To what extent do you reel the relationship between you and 
these other units Is productive? 2 3 " 5 

S. To what extent Is the time and effort spent in ~oplng 
and malntainin, the relationship with these other units worthwhile? 2 3 4 S 

6. Overall, to what ClteDt were you satisfied with the relationship 
betwccn your unit and these other units during the past six months? 2 3 " S 

THANK YOU FOR YOUR COOPERATION 

7 
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CoUes_ of BUlan ... anel 
PubUc Admirustration 

Department 01 Marbttna 
!WI Eller Cracluott SchoOl 01 MAnlpment 

February 4. 1991 

Ms. Bernadette R. Williamson 
Product Manager 
Kalamazoo Writing & Video Co. 
Michi3na Video Division 
423 Sycamore. Ste. 104 
Niles. MI 49120 

Dear Ms. Williamson: 

ThE UNMRSrTY Of 

ARIzONA 
'fucsoN~ 

Room 347. Harvill 
Tucoon. ANa"" 85721 
(6021621·7419 

I am writing to you to request your assistance in completing my dissertation. In Ihis research. 
I am concerned with the performance appraisal systems currently used til evalunte the performance 
of marketing managers. By understanding when appraisal systems used and how Ihey impact upon the 
individual. I hope to find ways of enhancing marketing performance. 

I am writing to request your participation in completing the enclosed questionnaire. While 
your name wns randomly selected Crom the 1989 AMA roster. I can assure your responses will never 
be provided to anyone. Rather only summary. aggregate information will ever be reported. While thl! 
questionnaire hns an identification number. it is for mailing purposes only. This is so I can chcck your 
name oCC the mailing list when your 'Iuestionnaire is returned. Your name will never be plact:d on 
the questionnaire. 

Only a small sample oC individuals is being surveyed. Thus. your response is crucial III the 
successful completion of my dissertation. rt' you have any questions please do not hesitate 10 call me 
anytime. either at home (602·292-0355) or lit my office (602-621-7479). 

Finally. a summary of the findings will be provided to you "fter I complete my disserliltion 
(target date June 1991). Thank you very much. in advance. for your help. 

Sincerely, 

V, ~-lk-4A 
V1nsis Stathakopoulol 
Doctoral Candidate 

Enclosure 

p.e;, 
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About a week ago a questionnaire seeking your response about individual 
marketing perfonnance appraisal issues was mailed to you. Your name was drawn 
from the most recent AMA roster. 

If you have already completed and returned it to me, please accept my sincere 
thanks. If not, I would appreciate your response as soon as possible. Because it was 
sent to only a small, but representative, sample of marketing professionals, your 
response is crucial to the successful completion of my dissertation. 

If by some chance you did not receive the questionnaire or it got misplaced, 
please call me as soon as you get a chance, either at home (602-292-0355) or at my 
office (602-621-7479) and I will mail another one to you today. 

Sincerely, 

V·S'~·tL{~ 
Vlasis Stathakopou!os 
Doctoral Candidate 

--rh ~n ~ :t<.:A...t~ 
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Colloso of Busin .. s and 
Public Administration 
Depart mont of M.,kotlng 
K .. i Ell .. Craduato School of Managomont 

February 19, 1991 

Mr. Claude B. O'Connor 
Brand Manager 
Hanover Brands, Inc. 
Marketing Department 

THE UNiVERSITY Of 

ARIzONA 

P.O. Box 334 Hanover, PA 17331-0334 

Dear Mr. O'Connor: 

Room 347. Harvill 
Tucson. Arizona a5721 
(602) 621·7~79 

About two weeks ago I wrote to you seeking your views about individual performance 
appraisal issues. As of today, I have not received your completed questionnaire. 

I have undertaken this stUdy because I think the outcome of this dissertation can have 
an impact on the practitioner community. 

I am writing to you again because of the significance each questionnaire has to the 
usefulness of this study. Your name was drawn through a scientific sampling process in 
which every marketing practitioner in AMA had an equal chance of being selected. In order 
for my dissertation to accurately reflect the views of practitioners it is important that each 
person in the sample return the questionnaire. Again, I want to stress that all responses are 
held in strict confidence ·onlv summary data will ever be reported. 

In the event that your questionnaire has been misplaced, a replacement is enclosed. 

If you have any questions please do not hesitate to call me any time, either at home 
(602-292-0355) or at the office (602·621-7479). Your cooperation is genuinely appreciated. 

Sincerely, 

V·SLJLb!-
V1asis Stathakopoulos 
Doctoral Candidate 

Enclosure 

f.s. 
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Dissertation Research 
V1asis Stathakopoulos 
University or Arizona 
College or Business 
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Phone: (602) 621·7479 
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SECTION T. For the purposes or this survey, please rocus on your strategic business unit (SBU). IC you are employed with n 
company which does not have snus, please respond in reference to the finn as a whole. This section begins with a rew questions 
about your position, your SBU, and your Industry. If a question Is not applicable please leave a blank. 

1. What is your job title? ____________ ' 

2. How many years have you worked for this firm? ___ _ 

3. How many full-time marketing professionals report directly to you? ____ ' 

4. What were your division sales last fiscal year? ________ __ 

S. Your primary business is: 

1 = Consumer productS 
2 = Consumer services 
3 = Industrial productS 
4 = Industrial services 
5 = Non-profit organization 
6 = Other, please specify ____ _ 

6. Your primary product is: 

_ Agriculture, Forestry, Fishing 
_ Mining &. Extractive Industries 

Construction 
_ Food &. Tobacco Products 
_ Textiles &. Apparel 
_ Wood ProductS &. Furniture 
_ Paper, Allied ProductS, Printing 
_ ChemiClls &. Allied ProductS 
_ Petroleum &. Energy ProductS 
_ Rubber &. Plastic ProductS 
_ Leather, Stone, Clay &. Glass 

Metals &. Metal Products = Machinery 
_ Elearical &. Electronic Equipment 
_ Transport EqUipment 
_ Instruments, Mise. Manufacturing 
_ Transportation, Communications 

Utilities 
Wholesale &. Retail Trade = FJJ13nce, Insurance, Real Estate 

_Services 
_ Diversified Companies 
_ Olber, please specify ____ _ 

SECTION IT. This section concerns your business unlt's external environment (e.g., customers, competitors, and so on). 

Strongly Strongly 
Disagree Agree 

1. Our firm rarely changes its marketing practices 
to keep up with the market and competitors. 2 3 4 5 

2. The rate at which productslservices are getting 
obsolete in the industry is very slow. 2 3 4 5 

3. Actions of competitors are quite easy to predict. 2 3 4 5 

4. Demand and consumer tastes are fairly easy to forecast. 2 3 4 5 

S. The productionlservia: technology is not SUbject 
to very much change and is well established. 2 3 4 5 

6. Competition in our industry is cut-throat. 2 3 4 5 

7. There are many ·promotion wars· in our industry. 2 3 4 5 

1 
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Strongly Strongly 
Disagree Agree 

8. Anything that our. competitors can offer, others can match readily. 2 3 4 5 

9. Price competition is a hallmark of our industry. 2 3 4 5 

10. One hears of a new competitive move almost every day. 1· 2 3 4 5 

11. Our competitors are relatively weak. 2 3 4 5 

SECTION m. The next set or questions pertains to your business unit's structure and processes. 

Strongly Strongly 
Disagree Agree 

1. There can be little action taken here 
until a supervisor approves a decision. 1 2 3 4 5 

2. A person who wants to make hislher own decisions 
would be quickly discouraged. 2 3 4 5 

3. Even small matters have to be referred higher up for a final answer. 2 3 4 5 

4. I have to ask my boss before I do almost anything. 2 3 4 5 

5. Any decision I make has to have my boss's approval. 2 3 4 5 

6. I usually participate in the decision to hire new staff. 2 3 4 5 

7. I usually participate In decisions on the promotion 
of any of the professional stafI. 2 3 4 5 

8. I usually participate in decisions on the adoption of new policies. 1 2 3 4 5 

9. I usually participate in the decisions on the adoption of new programs. 2 3 4 5 

SECTION IV. This sect.lon concerns top management In your business uniL 

Strongly Strongly 
Disagree Agree 

I. Top management encourages two-way feedback between 
employees and managers. 2 3 4 5 

2. Top management encourages my immediate boss to support me. 2 3 4 5 

3. Top management believes In a "team management" approach. 2 3 4 5 

4. Senior managers are very concerned 
about employee professional developmenL 2 3 4 5 

5. Top management could care less 
about the growth of employees within the organization. 2 3 4 5 

6. Top managers are concerned about the quality or interaction 
between superiors and subordinates. 2 3 4 5 

2 
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SECI10N V. I would like to ask you now wblch one or the rollowing dcsaiptJons most closely nts your snu compnred to other 
finns In the Industry. (Please consider your SBU 0(' compnny as a wbole and note that none or the types listed below Is Inherently 
"good" or "bnd"). 

_Type 1 

_Type 2 

This type of organization attempts to locate and maintain a secure niche in a relatively stable product or se .... ice 
area. The organiz.ation tends to offer a more limited range of products or services than its competitors, and it tries 
to protect its domain by offering higher quality, superior service, lower prices, and so fonh. Often this type of 
organization is not at the forefront of developments in the industry - it tends to ignore industry changes that have 
no direct influence on current areas of operation and conce'ntrates Instead on doing the best job in a limited area. 

This type of organization typically operates within a broad product-market domain that undergoes peri'Odic 
redefinition. The organization values being "first in" in new product and market areas even if not all of these 
efforts prove to be highly profitable. The organization responds rapidly to early Signals concerning areas of 
opponunity, and these responses oCten lead to a new round oC competitive actions. However, this type of 
organization may not maintain market strength in all oC the areas it enters. 

_Type 3 This type of organization attempts to maintain a stable, Umited line oC products or services, while at the same time 
moving out qUickly to follow a carefully selected set of the more promising new developments in the industry. 
The organization is seldom "first in" with new products or services. However, by carefully monitoring the actions of 
major competitors in areas compatible with its stable product-market base, the organization can frequently be 

_' _Type 4 , 

"second in" with a more cost-efficient product or service. ' 

This type of organization does not appear to have a consistent product-market orientation. The organization is 
usually not as aggressive 'in maintaining established products and markets as other competitors, nor is willing to 
take as many risks as other competitors. Rather, the organization responds in those areas where it is forced to by 
environmental pressures. 

2. In the previous question, you selected a panicular description of your organization. Which description (i.e., Type I, 2. 3, or 4) 
best fits your organization Cor the period: 

1-3 years ago 
1-3 years from now 

SECI10N VI. Thla next set or Items pertains to SBU goals, procedures, and managers' performance assessments. Plcnse clrcle the 
approprillte response rO(' each Item. 

Strongly Strongly 
Disagree Agree 

1. I am evaluated based upon goal attainmenL 2 3 4 5 

2. I am evaluated based upon the desired perfonnance targets. 2 3 4 5 

3. I am evaluated based upon !be processeslmethods I use to produce outputs. '1 2 3 4 5 

4. My immediate boss monitors the extent to which 
I follow established procedures. 2 3 4 5 

S. The organization monitors the c:xtent to which I attain my goals. 2 3 4 5 

6. I am rewarded based upon my results. 2 3 4 5 

7. I am evaluated based upon specific performance goals established Cor my job. 2 3 4 5 

8. This organization cares about how work actually gets done. 2 3 4 5 

9. My (ormal work evaluations 6tress hill! my work gel£ <10M. 2 3 4 5 

3 



10. Our performance evaluation systems emphasize behaviors 
and methods to achieve work results. 

11. My boss is concerned that I go about job tasks the 'right' way. 

Strongly 
Disagree 

2 3 

2 3 

4 

4 

Strongly 
Agree 

5 

5 
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SECTION VU. ThIll set ol questions deals with Inrormal reedback you gi' ':out your performance during any time In the year. 

1. I get together with my boss to discuss my performance. 

2. My immediate boss provides me with performance feedback. 

3. When my manager is satisfied with my performance he comments abo 

4. When my manager doesn't find my performance satisfactory 
he tells me about iL 

S. My manager makes it a point to teU me 
when slbe thinks I am not performing weU. 

6. My manager expresses his opinion of how S/he sees my performance. 

7. My manager lets me know about my performance. 

SECTION VITI. This Dext set olltems concerns the use or. rormal ap! 

1. My superior uses an appraisal form in evaluating hislber subordinate, 

2. Appraisal forms are completed on a regular basis (Le., yearly, by-year 
in this organization. 

3. Formal 'paperwork' is completed to assess my perfonnance. 

4. My boss has to 'fiU-out' annual reviews for aU marketing personnel 
under hislbcr supervision. 

S. All managers in the SBU are evaluated with the same method. 

SECTION IX. This set ol quesdons deals with reedback you gd about, 
snu does not use II rOl'lDlllllppralsaJ document go to section X. 

1. I receive a written evaluation of my performance. 

2. My manager provides me with verbal feedback about my perf<>nnan< . 

Strongly 
Disagree 

1 2 3 

2 3 

~ t. 2 3 

2 3 

2 3 

2 3 

2 3 

. .;;,.1 system in your SBU. 

Strongly 
Disagree 

2 3 

2 3 

2 3 

2 3 

2 3 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

4 

Strongly 
Agree 

5 

5 

5 

5 

5 

5 

5 

Strongly 
Agree 

5 

5 

5 

5 

5 

'r performance I'1!lated to your rormal appraisal. If your 

Strongly Strongly 
Disagree Agree 

2 3 4 5 

2 3 4 5 
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SECITON X. In this section, I am concerned with your overall level of satisfaction with ),our apprnlsal system. Here I am 
referring to both the Infonnal c:vaJuatioos that take place as weU as ao)' formal process to assess ),our performance. I am also 
concerned about your last appraisal as well IlS the time the current appraisal system has been 10 place. 

Strongly Strongly 
Disagree Agree 

1. The current system does a good job of helping me reach my potential. 1 2 '3 4 5 

2. I am quite satisfied with tbe way my manager 
evalU3tes my performance. 1 2 3 4 5 

3. In gcneral, I am satisfied with our performance appraisal.systcm(s). 2 3 4 5 

4. I find the performance appraisal process quite useful. 1 2 3 4 5 

5. The performance appraisal system needs a major overhauL 1 2 3 4 5 

6. When was the last time you were appraised? : please specify the month and the year 

7. How long bas the appraisal system you are evaluated upon been in place? ___ -': please specify number of Ye:lrs 

SECITON XI. Thl. next sc:ct.loo deal. with behavior on the Job. Some of the questions are sensitive. Remember that your boss, 
your SBU or other parties will never have access 10 your response!. 

Strongly Strongly 
Disagree Agree 

1. I ignore my manager's comments about my performance. 1 2 3 4 5 

2. I uy to refute criticisms of my performance. 2 3 4 5 

3. I tend to Ignore cenaln Job.related activities, 
simply because they are not monitored by the division. 2 3 4 5 

4. I work on unimponant activities, 
simply because they are monitored by upper management. 2 3 4 5 

5. Evcn if my productivity is low. I still try to make it appear reasonable. 2 3 4 5 

6. I 1l3\-e adjusted marketing data to make my performance 
a ppear more in line wi th division goaJ.s. 2 3 4 5 

7. I prQ',ide candid estimates about what I CIJl accomplisb on the job. 2 3 4 5 

S. I provide candid estimates about bow long 
various tasks will take to complete. 2 3 4 5 

9. I openly discuss the activities I manage with my boss. 2 3 4 5 

215 
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SECfION XII. In this section, I would Uke you to consider top management's philosophy concerning performance assessments. 
Importantly, this view !!!!!I or moy not be reflected In the Mly evaluations arc currently done. 

1. Top management believes in our formal appraisal systems. 

2. Our senior managers are committed to an explicit performance review. 

3. Our formal appraisal reviews have the suppon of senior management. 

4. Top managers around here like the idea 
of periodic performance reviews. 

Strongly 
Disagree 

2 

2 

2 

2 

3 4 

3 4 

3 4 

3 4 

Strongly 
Agree 

5 

5 

5 

5 

SEmON xm. ThIs sedJon deals with how you compare your performance with other marketing proCessionals In this SBU. 

My performance is '" 
Below my' . Same my Above my 
peers peers peers 

1. Solving most day-to-day problems. 2 3 4 5 

2. Adjusting to new situations. 2 3 4 5 

3. Taking responsibility in my work. 2 3 4 5 

4. Displaying up-to-date knowledge of the market. 2 3 4 5 

5. Making operating decisions to achieve the goals set for the SBU. 2 3 4 5 

6. Relationship with the Immediate boss. 2 3 4 5 

7. Coping with pressure or strain on the job. 2 3 4 5 

8. Having managerial integrity. 2 3 4 5 

9. Monitoring customers and competitors in our industry. 2 3 4 5 

10. Readily assuming responsibility. 2 3 4 5 

II. Being an honest employee. 2 3 4 5 

12. Having the creative ability to solve new problems. 2 3 4 5 

13. Having good working relationships 
with other managers in the division. 2 3 4 5 

14. Fully supporting and canying out the company policies. 2 3 4 5 

15. Making rigorous attempts to achieve the objectives 
set for the division. 2 3 4 5 

16. Making an efron to improve my managerial sldlls. 2 3 4 5 

17. Working long hours when necessary. 2 3 4 5 

6 
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SECTION XIV. This sectlon deals with your level or partlclpatJon In the appnllsal process. 

Strongly Strongly 
Disagree Agree 

1. My immediate boss and I jointly set the performance objectives 
I am expected to achieve. 2 3 4 5 

2. My manager specifies the activities I am expected to perform. 
.... ithout consulting me. 2 3 4 5 

3. My formal appraisal Is a "give-and-take" activity. 2 3 4 5 

4. I feel I can discuss my performance with my Immediate boss 
during my appraisal. 2 3 4 5 

5. I am encouraged to provide my boss with data 
to support my performance level 2 3 4 5 

6. My boss sets my performance Objectives without consulting with me. 2 3 4 5 

7. The performance assessment process in this organization Is top-down. 2 3 4 5 

8. I have little say in how my goals are established. 2 3 4 5 

9. I am an active participant in the performance appraisal process. 1 2 3 4 5 

SECTION XV. This sectlon deaJs with Interdepartmental relatJons In your business unit. 

To No To Gre:lt 
Extent Extent 

1. In the past six months, to what extent have you had effective 
working relationships with people in other units 
(e.g., manufacturing. R&D, accounting)? 1 . 2 3 4 S 

2. To what extent have these other units carried out their responsibilities 
and commitments in regard to you during the past six months? 2 3 4 S 

3. To what extent have you carried out your responsibilities and 
commitments in regard to these other units 
during the past six months? 2 3 4 S 

4. To what extent do you feel the relationship between you and 
these other units is productive? 2 3 4 5 

5. To what extent Is the time and effort spent in developing 
and maintaining the relationship with these other units worthwhile? 2 3 4 S 

6. Overall, to what extent were you satisfied with the relationship 
between your unit and these other units during the past six months? 2 3 4 S 

THANK YOU FOR YOUR COOPERATION 
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APPDDIX D 

Correlation Matrix 
•••••••••• __ ........................ __ ••••••••••••••••• __ •• _ •• Z_ •• &~. __ • __ • __ •• Z= •• __ • __ .=_. ___ E ____ .Z 

Bnvironmental Turbulence (1) 
COmpetitive Intensity (2) 
Hierarchy of Authority (3) 
participation in 

Decision Making (4) 
Bmploy.. Oriented 

Top Management (5) 
Output-oriented PAS (6) 
Bahavior-oriented PAS (7) 
ncx:uu.nt-ba.ed PAS (8) 
Interper.onal PAS (9) 
Dy.functional 8ahavior (10) 
Satisfaction with PAS (11) 
Interdepartmental 

Coordination (12) 

(1) (2) 

.016 
-.016 .182 

(3) 

.005 -.135 -.325 

(4) 

-.013 -.159 -.494 .393 

(5) 

.084 -.038 -.388 .248 .495 

(6) 

.018 .008 -.063 .034 .370 .312 

.120 .070 -.113 .045 .175 .242 

.004 -.100 -.336 .122 .510 .481 

.054 .040 .264 -.189 -.389 -.219 

.014 -.117 -.395 .200 .595 .614 

(7) (8) (9) 

.146 

.387 .~03 

-.086 -.130 -.287 

(10) (11) 

.314 .331 .643 -.287 

-.025 -.051 -.119 .105 .183 .207 .038 .138 .092 -.278 .194 

'" I--' 
00 
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