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Characteristics of a Motivaticnal Contract Hodel
of Employee Appraisal
Heneman and Schwab have ;tated, A central concern of industr}ai relations
is the identification and measurement of factors associated with individual

lI]

differences in employee job performance. The purpose of this paper is to

i assessment of employee job
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develop a process mocel for identific
pzrformance through motivation contracting. The model integrates various
components of expectancy theories of motivation ard performance contracts
and is based on humanistic assumptions about the nature of people.
A humanistic épproach to employee appraisa! is based on the primary

assumption that people want to progress. Rogers has said,

It has been my experience that persons have a basically

positive direction. And what are these directions in

vwhich they tend to move? The words which | believe are

most truly descriptive are words such.as positive,

constructive, moving toward self-actualization, growing

toward maturity, growing toward self-actualization.?
People constantly strive to achieve their fullect pote:;..i:1. An assunption

that people are self-actualizing has an important implication for a model of

accountability. The assumption implies people are motivated %o achieve.

But people are not necessarily motivated to achieve the same outcomcs or the

same level of outcomes. Therefore a moéel of accountability should be able
to ascertain which individual outcomes are perceived as valuable and which
individual outcomes are perceived as less ..:..ble.

In addition the model should be able to ascertain which individual out-
comes or goals are compatible with organizational outcomes and if individuals

AN

perceive a relationshfp\between their own goals and organizational goals.
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The model should provide periodic information about an individual’s chaﬁéing
perceptions of outcomes and cutcome relatiénships. Information about an
individual's short-term and 'ong-term goals and information about an individual's
perception of the relationship between personal goals and Grganizatfona] goals
is essential to an adequate model of accountability.

A second humanistic assumption, which should be reflected in a model
cf accountability, is that people are choice-makers. Pecple make discriminatory
and discretionary choices about their behaviors. Choices are based on individ—’
ual frames of reference and reflect something about an individual's pefception
of the environment. If the unfqueness of ;ach p;rscn's frame of reference
is accepted then a model of accountabiiity will allow for incorporation of some
indicators of divergent choices in a wcrk envi ronment. For example, a humanistic

model would expect employees within the same work environment to make different

choices about individual goals or paths to attainment of goals. A humanistic

‘accountability model would facilitate gathering informetion about individual

differencgs in choice making because individual differences in the level of
individual outcome attained, difficulty of path to level of outcome attained,
or a combination of both factors could be accounted for.

The implications of such humanistic assumptions on a model of accountability
are numerous. One critical implication is that the model must foster a trust
relationshkip. Trusting relationships are based on some degree of mutual
vulnerability. Employees have traditionally been vulnerable to organizational
contingencies. Employees were held and are held accountable to their managers
for their performance. Vulnerability Is-unbalanced in the typical employee-
manager relationship. However, a relationship that fosters mutual accountability
may a}so create mutual, or more equitable degrees of, vulnerability and thereby

contribute to the possibility of greater trust.

4
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A by-product of a trust-re!ationshiptis high performance. .Haney suggests
that, 'by and Iargé high trust tends to ;timulate high performance.”3
Haney queskioned over 1,200 supervisors and found that they feel, ''a subordinate
generally respnnds well to his supervisor's genuine confidence in-him. He
tries to justify his boss's good estimate 6f him. And, axiomatically, high
performance wJIl reinforce high,irustt”b " The frugt cycle Haney describes
is manifest in a superior-subordinate relationship, but the principle seems
equal ly operative in horizontal relaticnships.

A-second }mbiication,rsince people's choices appear to fluctuate, is that
people learn from their environment. People pick up clues about what paths
are best to obtain tﬁeir goals and their behavior reflects those choices.

A humanistic approach to employee accountability should be based on. the
assumptién that people are self-motivated toQard positive outccmes chosen from
the perceived outcomes or goals of a given environment.

The model proposed in this paper provides information about the compat-
ibility of individya} and organizational goals or outcomes, the employee's
perception of\the relationship between orgaﬁizational and individual goals,
the salience of individual outcomés, the changing perception of outcomes
and outcome rélationships, and the difference among stcome hierarchies within
a unit. '

The Motivation Comporent of a Process Model of Employee Appraisal

Managers need some means of determining an individual's motivational
state in regard to certain organizational goals or outcomes. From 4n
accountability point of view this information would be useful in determining
the extent to which a person should be held accountable for the attainments
of others. Expectancy theories of motivation provide one me;ns for ascer-
taining information about individual states of motivation. Wanous has

~
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describsd expectancy theory as,

basically a rational model of how individuals develop preferences
and make choices. The theory states how cognitive (instrumentality)
and affective {valence) components of an irdividual's environment
combine to yield an index_of overall feeling about a referent ob-
ject or course of action. .

The theoretical apprgach utilized in the development of a humanistic

—

model - of employee accountabilicy is based on 'job effort' models, of expectancy

theory. Mitchell and Nebeker offer that,

The job effort model contends that one exerts a certain amount
of effort based on three factors: (a) the degree to which effort
is seen as leading to good perfagrmances, (b) the degree to which
good performance is instrumental for the attainment of some out-
comes, and (c) the evaluation of these outcomes.

Symbolically, W= E(E; = 1"I;V;) where
, W = amount of work {effort), . :
! E = expectancy, i.e., the degree to which effort lcads to

successful performance,
| = the instrumentality of performance for the attainment
of the ith outcome,
Vi the valence or importance of the ith outcome, and
N = the number of outcomes. -

Thus, one works hard if (a) he thinks his effort will lead to
good performance (E) and (b) he believes thag good performance

will leed to valued outcomes (E; = E171;:V;).

Numerous modifications have been made to the basic .job effort formula;

one of which appears to represent a significant addition. Dulany/ and

Fisbein8 argue that behavior is at least partially determined by the surround-

ing social environment. Their conclusion is that not only do people behave in
~order to achieve highly valenced outcomes but people also behave in order to

meet the expectations of others.

Therefore, effort will be predicted both with and without the
inclusion of an expectation measure (e.g., to what extent do _
your peers expect you to spend time on scademic activity?). ' ~
The revised model is W= (Ej = i71jVi) + Ep + Ef, where
- Ep expectations of peers
Ef = expectations of facultyd

¥y
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Ways of measuring job effort variables differ considerably, therefore

a few sampies For esch variable follow. Types of survey mezsures and examples

of respcnse items are also provided.

Outcomes. Selection of outcomes normaiiy associated with working in a
given environment can be accomplished thréugh a survey of a sgmple population
to determine what outcomes are perceived as be%ng related to performance or
satisfaition: Some resezarchers hypothesize that potential outcomes are related
to perférmance and then utilize these outcomes in the investigétion of valences.
Managers should either solicit employee perceptions of cutcomes or devise a

list of Qutcomes based on their own experience.

Valence of Qutcomes (V). An essential assumption of expectancy theory is

that people have a éoal hierarchy. The valence comp;nent of the theory measures
the attractiveness of specific outcomes to a given individual. Methods for de-
termining the valence of oﬁtcomes vary, but usually subjects are asked to rank
arder a serfes or list of outcomes, or subjects are asked to respond to a Likert-
type scale for each outcome. Galbraith and Cumming utilized a graphic rating
Eechnique which incerporated both fankings and scale responses and listed six
outcomes presented té each subject. Their §ubjects were presented with the

[

following:



Listed befow are several things which you could receive in
.cecnnection with your Jiob.
(a) You could be popular and accepted by the men with
whom you work.
(b) You could receive an increase in pay.
(c) You could receive the support and consideration of
your immediate supervisor.
(d)  You could receive a promotion.
(e} You could receive greater fringe benefits, vacation
time, pensicns, etc. .
(f) You could be given a reduced work load resulting in
more free time. '
1. Rank the above items in the order which you prefer them.
Rank tham by placing the underlined word in the spaces provided.
2. Draw lines from the word to the scale indicating how much you
prefer these outcomes.

1. o extremely desirable
2. very desirable
3. desirable
L, 1 does not matter whether | receive it or not
5. very undesirable
. 10
6. 1 extremely undesirable

When Likert-type scales are used they are generally seven, nine, or eleven
point scales. The purpose of using scale responses is to determine a numerical
S
estimate for each outcome. Sometimes subjects are asked to rate the degree to
which obtaiﬁing or maintaining a high level of each outcome is important and
pleasant. Using two Likert-type scales, a valence eﬁtimate is based on the

‘mean of the two scores.

Expectancy (E). Expectancy was defired breviously as the belief that'

one's efforts lead to performance. Pritchard and Sanders have stated that,

'the E component carries a great deal of weight in calculating predicted

; .
effort since the sum of all Y-I (valence - instrumentality) products is

~multiplied by the single value of E."'1 The authors then propose using three
8
5
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items to measure E rather than the standard procedure of using one item.

"t

Matsui and Terai]‘ also utilize a three Item measure of expectancy. The

following example of an expectancy item znd response alternatives is represen-
tative of response items normally utilized. Matsui and Terai presented in-

surance salesmen with the following hypothetical situation:
Let us consider that you have a potential customer. Besides the
fact that this person does not yet have an insurance policy, from
the point of view of incomes, family situation, etc., he seems to
be a certainty to take out a policy. What would you estimate to
be your own likelihood of signing this person up without the in-
troduction of an influential person?

The authors explain that,

The response alternatives included ''completely certain,' ''very
promising,' "“"fifty-fiity,' "rather difficult,' and ''complietely
hopeless.'" |t was assumed that the more confidence the subjects
had in their sales ability, the more strongly they -would believe
that their ?Zfortﬂ led to performance and hence the higher their
expectancy.

Matsui and Terai included two other expectancy items and scored the response
alternatives from four to zero. The mean score of the three items constituted

the expectancy score for each subject.

Instrumentality (1). Instrumentality is defined as an individual s belief

that a given performance will be instrumental in attaining a specific outcome.

Fl

It reflects a perceived relationship between performance and outcomes. Instru-
mental ity measures ascertain the extent to which a person perceives that per-
forming a first level outcome will lead to gccomplishment of second-level
outcomes. For example, after a emplcyee has responded to whether or not his/
her effort will lead to prémotion (expectancy), the instrumentality factor is
determined by having the same employee estimate t;e degree to which obtaining

promotion detracted from or contributed to the possibility of achieving each

valenced outcome.
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This factor is generally determined by using Likert-type scales with

positive and negative values. However, Pritchard and Senders, working with
Post Office emplcyees, utilized & ''chances in ten' method. Thair First
instrumentality item read, ''The chances are in ten that learning the

routing system will result in gaining the admiration and respect of my fellow

workers .12 Gaining respect ard admiration was one of fifteen valenced out-

-

comes identified through interviews. The same item response was solicited

for each outcome. -

The basic formula for predicting individual effort or motivation is W = E
(E; = iﬂ&fv;). A relatively reliable indication of a person's effort can be

obtained from this formula. The expectancy score of an individual, times the

sum of the mean of the products of the valence measure, times the instrumental ity

measures for each outcome equals individual effort.

Elements of expectancy theories of motivation are included as s procedure
in a motivation contract model! of accountability for two reasons. First, and
perhaps most imporiantly, expectancy theory provides a means for gather?ng
information about employees motivation toward achieving certain outcomes.

In addition to providing information about an employee's pé}ciPtions of in-
strumental relationships between first and second level outcomes; the theory
provides a means of gathering information about an employee's belief that his/
her effort will lead to performance. An employeé who does not believe his/her
efforts will lead to promotion will not be motivated_toward promofioa.' )

The second reason for inclusion of elements of expectancy theory of motivation
is that the elementé(are quantifiable. Data can be gathered as evidence, by eitter

manager or supervisors, which indicates each emﬁloyee's motivation to achieve

specific organizational goals or outcomes.

10



A HMotivation Contract of Employee Accountabil
C B
The model described here involves several interrelated steps or procedures
and is designed for use in organizaticns. The modzl refiects humanistic assumptions
previously discussed and is designecd to encourage equal participation between

managers and employees in the accountability process.

The core of this model is expectancy theory and the theory's procedures

“h
0
-1
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sthering informaticn about motivational variabies. The result of this
approach is the formalization of asccountabiiity processes which have generaily

been informal, i.e., implicit psychological contracting.

Preparatory Procedures

The discussion of éxpectancy theory focused on procedures for obtaining
information about employees (the same procedures may be utilizé¢ to gain
information about managers and supervisor;f. A manager committed to a human-
istic model of accountability accepts the reality. that eachAém;Tayeé’in the
‘unit may have different first and second level outcomes and may perceive
instrumentél relationships differently. Recognition of these differences
requires that the manager endage in formal or informal contréctual negoti-=
ations with each employee so that individualized accquntapiliﬁy gﬁidelines
and procedures can be structured which are consistent with organizational
goals and objectives. '

Sometirﬁe prior to the beginning of the fiscal year the management or team of
managers should either hypothe§ize a list of possible outcomes or interview
employees in order to obtain a list of valenced outcomes. Then the manager
shouid utilize instruments for measuring expectancy, instrumentality, and

valences. The information gleaned from these measures may then be utilized

as the basis for contract negotiations.

ERIC
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Feur cgeneral purposes should be accomplished 2t the initial reeting Selves
= r [ =
employee and manager. First, the manager should communicate what the gca:s of

those goals. tianager and employee should come to . censensus on expected 2CCom-
b=} + 7 .

plishments for the year. |If the.organizational goals revolve around procucticn

quotas and guality control a centract should be made that reflects each employee

performance toward those coals. Each employee should be pro. :ad the opportuni

.

to weight the organizational goals towarc which he/she will cirect the most efi
This rgting should not contréd%ct or be inconsistent with an organizationzal
hierarch; of goais but should represent the best compromise between mznager
and employee member.

The manager should use this meeting to talk about information gathered
from motivation measures. The manager might attempt to correct misperceived
instrumentalities, reinforce a highiy valenced outcome, or strengthen an
expectancy. For example, an employee might contract to have hi;/her overall
evaluation based on a sixty percent evaiuation of.job perfcrmance. However,
valence measures obtained by the manager indicate job performénce is not highly
valenced as an outcome by that employee; rather being popular and accepted
by‘peers is highly regarded. Instrﬁmentality measures, used by the manager,
indicate that the employee perceives an instrumen;a] relationship between job
performance and promotion. Thus the manager mith conclude the sixty percent
wéighing reflects the employee's perception of how to get promoted but is
inconsistent with the employee's personal goal hierarchy. The manager can
then encourage the employee to reduce the weighting given to job performa- ce
and increase the weighting of peer respect. The result would be to direct the

employee's efforts toward a highly valenced outcome and simultaneously increase
i . .

the bossibility that the employee might perceive a strengthened relationship

L]

between peer respect and promotion.

H
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“Four general purposes should be'accomplisqu at the initial meeting between
employee and manager. First, the manager should communicate what the goals of
the organization are and

)

those goals. Manager & wouid come to consensus on e 1 accom-

.d from the employee toward m~=ting

plishments for the year.: If the organizational goals revolve around sroduction
quétas and quality control a contract should be made that reflects each employee's

performance toward those goals. Each employee should be provided the opportuni ty

[§

to welght the organizational goals toward which he/she will direct the most effort.
This rating should not contra?ict or be inconsistent with an organizational

hierarchy of goals but should represent the best compromise between mariager i

-
N »

and employee member.

. 0 The managedr should use ;his meeting to talk about information<gathered

S - ‘ o . .
from motivation measures. The manager might attempt to correct misperceived
instrumentalities, reinforce a highty valenced outcome, or:strengthen an

¢

expectancy. For example, an employee. might contract to have his/her overall

) i
+

evaluation based on a sixty pércent evaluation of job pérformance. However,_
valenﬁe measures osfained by the manager indicate job'performanceiis notbhighly
valenced as én outcome by that emplo?ee; rather beidg\pop;lar gndbaféepted

by peers is highly regarded. Instrumentélity measures: useé by the ménager,

indicate that the employee perceives an instrumental felationship between peer;,ok)
Pelo mance ' \ . :
acceptance and promotion. Thus the manager might conclude the sixty percent -

Qeighin§'reflects the employee's péfﬁeptionvof how;to gét promoted but is

~

inconsistent with the employee's personal goal hierarchy. The manager can

|
-

then encourage the employee to reduce the‘Weightihgibiven to job performance

and, increase the weighting of peer respect. The résuit would bé\tb\ﬁigect the
employee's‘éfforts toward a highly valenced outcome and’simulianeously increase ™

the possibility that the employee might perceive a strengthened relationship

: 4
between peer respect and promotion. S
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. -The second general purpose of the meeting should be to determine what

methods will be used to evaluate an employee's performance. Emp loyees may
devise their own methods for evaluation or employees and the manager may
devise instruments or methods that -'i! e used by the organizdtion. Pro-

"

cedures and instruments for evaluation should be mutually agreed upon by
!

r the manager and employee at the initial meeting prior ter the beginning of

[}

: : B
the fiscal year.

' \ N . .
Employee performance may be evaluated by supervisor evaluation, peer
: , ;

)

evaluation;dself-évaluaxion, or combinations of various appraisai metho@f.
When a@ ehp]o*eqjeIQCts to.emphasize job pérformancé in the contract witH
the divfsion'and manager, the burden of proof falls on the employee to pro-
vide eviéence.of good work. ‘Job péfformanée appraisal forms should be devised
and.utilized to gather‘ev{dence about effective performance.

The third pgrpose of the meeting should be;to determine how évideqce of
perforﬁance is to be submitted. The manager mgy wish to meet with each employee
éo discuss evidence of good work, etc., or;may accept written'evidente withoﬁt

A%

a méeting. The manager and employee.ﬁhould also discuss which”instruments or_.,
appraisql forms are required for use and which -may be used to provide.additionar\
but optional inforﬁation.

The fougth burpose should be to digcuss the criteria against which evidence
of perfogmance will be compared. The difficulty.of determining performance
rstandé?ds is obvious. The manager and emplo*ées should determine, as a unit,
gtandérdg,for job perfbrmance and other goals. For-eiample,‘the unit may decide
théf maintenance of éroduction quotas is.accgptable as eQﬁdence of. average per-

formance. Each unit within the organization may develop its own standards;

honger, organizational';tandards may also be developed jointly, among all

/“
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members of a division or unit. Cooperation between manager and employee

is essential in determining performarice evidence to prove unit accountability,

"and employees must support the standards or they might hamper evidence-

~

gathering attempts.

The initial mr i should result in a mutual understanding of the goals
of the employc A -ganization, the goals toward which the employee
will df}ect\his or hes greatest ef?orts, the means of sﬁbmitting evidence of
perférmance, and the criteria against whicH‘evidence w}!l be coﬁpared,

Certainly organizations have divergent authority structures; however

_the procedures just outlined can bé implemented within a number of such

structures. For example, an organizational appraisal committec can perform

the functions of the manager, and the manager can establish a contract with

each member of -the appraisal committee\ The procedures do not suggest a

- superior-subordinate relafionship. They suggest a relationship in which

employeeland‘ménagement work together to develop a means for indicating

~accountability that will satisfy both parties as well as other units withir

'

the organization.

Several potential advantages may accrue from ufilization of the mbtivation
contraCtimodel of job appraisal. Employee participation in the accountébility;
process may create greater trust between management-and labor which suBéequently
may result in greater_productivityu

Data gathered through expectancy meusures may enable managers to identify

areas of potential conflict by providing information about incompatible or-
ganizational and individual goals. Data may also be utilized to develop

communication strategies promoting increased expectancies and strenghtening

perception of instrumental rélationships.

1o

Lo

™~
7
{



Footnotes

|

Herbert G. Heneman and Donald P. Schwab, ''Evaluation of Research on

Expectancy Theory Predlctlons of |Employer Performance " Psychological
Bulletin, 78 (July, 1972), \

)

"5, On Becoming a Pers. .: A Therapist's View of Psychology
(Bo. ... Hougaton Mifflin Company, 1961), pp. 26-27.
B ) \
3. . C

William V. Haney, Communication and Organizational Behavior (Homewood,
Mlinois: Richard D. Irwin, Inc., 1967), p. 12.

J. P. Wanous, ”Occupatlonél Preferences: Perceptions of Violence and
Instrumentality and Objective Data,' Journ~=' of Applied Psychology, 5

©(1972), ]54
€
“a2rence R. Mitzhe ' and Delbert M. Ne- =, Y"Expectancy Theorv Pr ztions
. of icazdemic Effor. and erformance, " Jourr - F Applied Psychology, 57 973),
61. - . ‘

D. E. Dulaney, 'Awareness, Rules, and F opositional Control: A
Confrontation with S-R Behavior Theory,'" in D. Horton and T. Dlxon, Verb:z .
Behavior and General Behavior Theory (Englewood Cliffs, N. J. Prentice-all,
1968). : :

. i
. 8 _ Y ’

M. Fishbein, "Attitude and the Prediction of Behavnor ""'in M. Fishoein,
Readings in AttltJde Theory and Measurement (New York: Wlley and Sons, 1967)

y

fitchell and Nebek:z-, p. 62.

J. Galbraith and L. L. Cummings, "An Empirical Investigation of the
Mot:vational Determinants of Task Performance: Interactive Effects Between

Vai_ize-Instrumentality and Motivation-ability," Organlzat:onal Behavnor and
Human Performance, 2 (1967) 2h9.

Ty



11
R. D. Pritchard and M. E. Sanders, '"The Influence of Valence,

Instrumentality, and Expectancy on Effort and Performance,'" Journal of
Applied Psychology, 57 (1973), 57.

12 ‘
T. Matsui and T. Terai, "A Cross-Cultural Study of the Validity of

the Expectancy Theory of Work Motivation,'" Journal of Applied Psychology,
60 (bpril, 1975), 263-265.:

13
1bid.

—————

14.
Matsul and Terai, p. 264,

4

1
"~ Mitchell and Nebeker, p. 63.

W

°r" :ch.-d and Sa-~ders, p. 57.

b=
~J




