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ABSTRACT
This study proposes and tests a research framework that links the
perceived need for participation (PNP) and the degree of participation
allowed (DPA) to organizational consequences. We examine the ex-
tent of agreement between PNP and DPA, which is defined as the
degree of participation congruence (DPC), and link DPC to organiza-
tional performance. Survey data were collected from 386 accountants
across three industries. Consistent with prior research, the correla-
tion between organizational performance indicators and DPA was weak
in this study, as was the correlation between PNP and organizational
outcomes. However, the correlation between the DPC and organiza-
tional performance indicators was uniformly positive and significant.
Research findings suggest that participation congruence may be a
critical success factor in designing an effective participative budget-
ing strategy.

INTRODUCTION
The body of participative budgeting research spans some 40 to 50

years. Although the volume of research in the area is quite large, study
results have been diverse and generally inconclusive (Shields and Young
1993). Clinton (1999) provides a possible explanation for the equivo-
cal nature of past research findings. He asserts that the link between
participative budgeting and organizational outcomes does not depend
solely on the extant level of actual participation, as has been posited
and examined in many prior studies. Rather, the degree of participa-
tion congruence (DPC) between the perceived need for participation
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128 Clinton and Hunton

(PNP) and the degree of participation allowed (DPA) serves as a critical
gateway to improved individual decision-making and organizational
effectiveness. While Clinton (1999) proposed the DPC as a key success
factor in participative budgeting, he did not empirically test his propo-
sition. The purpose of this study is to extend the work of Clinton (1999)
by empirically examining the relationship between the DPC and orga-
nizational performance indicators.

The remainder of the paper is organized as follows. The second
section provides a background for the congruence relations examined
in this study and offers a central research hypothesis. The third sec-
tion describes the research method, the next presents the results,
and the last discusses research findings and implications.

BACKGROUND AND HYPOTHESIS
Prior Participation Congruence Research

Perhaps the most widely known and fully developed model of par-
ticipative decision making, the Vroom and Jago (1988) (VJ) model, uses
expert system software to suggest the appropriate degree and type of
participation to employ, given certain situational characteristics. Since
the VJ model is quite complex and comprehensive, it offers a rich frame-
work for refining the concept of budgetary participation and examining
the impact of participation on organizational performance—future re-
search issues that are consistent with suggestions offered by Shields
and Shields (1998).

Vroom and Jago (1988) argue that organizational effectiveness de-
pends on understanding the requirements of a situation and assess-
ing how much participation is essential for success. Outcome
consequences of using an inappropriate amount of participation in-
clude, among others, a decrease in decision quality at all organiza-
tional levels, which can adversely impact organizational performance.

Margerison and Glube (1979) normatively validated the VJ model
by examining organization performance variables. In their study, re-
sponses to hypothetical problems were used to divide managers of
retail stores into above- and below-median level of agreement with the
VJ model. Results of the study indicated that those managers with high
model agreement had significantly more profitable operations and more
satisfied employees. Vroom and Jago (1988, 82) explain the significance
of the Margerison and Glube (1979) results:

The results are particularly impressive because three distinct rela-
tionships were required to exist: (1) the problem set must be a rea-
sonably valid measure of leadership behavior in decision-making
situations, (2) the decisions that a manager makes must impact the
profitability of the organization and the satisfaction of subordinates,
and (3) the [VJ] model must be valid. Each link in this chain must exist
for the results to emerge as they did.RE
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Linking Participative Budgeting Congruence to Organization Performance 129

Tushman and Nadler (1978) proposed an organization-level model
that included a “fit” construct, which can be viewed as a congruence
factor in the design of an effective participative budgeting strategy.
They suggested that uncertainty arises from several sources and pro-
duces various perceptions of information processing needs. These pro-
cessing needs, or requirements, then help to shape organizational
coping mechanisms (e.g., information processing capacities). Tushman
and Nadler (1978) suggested that the most effective information delivery
system is one that properly matches requirements with capacities.

In relating their model to the current study, Tushman and Nadler
(1978) would consider PNP to comprise an information processing need
or requirement, while DPA would be considered an information pro-
cessing capacity.1 Thus, the degree of participation allowed (DPA) can
be viewed as an adjustment/control mechanism to help organizations
effectively determine the appropriate participative budgeting strategy.

In the context of budgetary participation, Brownell (1982a) sug-
gested that role specifications could be modified to suit the personali-
ties of the role occupants. He further indicated that, when role
“matching” of this nature is not possible, one must consider the nega-
tive consequences that might occur, such as substandard performance
and job dissatisfaction.

Other participation congruence studies have examined individual-
level variables in the context of matching the perceived need for par-
ticipation with actual participation levels (e.g., Alutto and Belasco 1972;
Doll and Torkzadeh 1989, 1991). Such studies report a positive link
between congruence and individual outcomes. Doll and Torkzadeh
(1991) suggest that when affected parties receive a lower level of ac-
tual participation than they believe is necessary under the circum-
stances, a state of deprivation exists. Deprivation often leads to
frustration and dissatisfaction with the decision process, as well as
incomplete information sets from which to make decisions. As a re-
sult, deprivation can adversely impact decision quality and desired
performance. Conversely, a state of saturation exists when affected
parties receive more actual participation than they believe is neces-
sary under the circumstances. Saturation can lower individual per-
formance, as the organization is making inefficient use of human
resources by expending an excessive amount of time and energy on
participative decision-making activities. In addition, saturation can
negatively impact decision quality, as frustration and dissatisfaction
with the decision process are elevated in this state. Thus, it appears

1 Tushman and Nadler (1978) present the term “information processing capacity” in
their model as a general term to describe type of coordination and control mecha-
nisms available to an organization. The degree and form of participation in the bud-
get process is presumed among them.RE
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130 Clinton and Hunton

as though participation deprivation reduces the effectiveness of deci-
sion making and participation saturation lowers the efficiency of de-
cision making across the organization.

The studies cited above suggest that the quality of individual de-
cision making can be adversely impacted when the PNP and DPA are
incongruent. Furthermore, Vroom and Jago (1988), Margerison and
Glube (1979), Tushman and Nadler (1978), and Brownell (1982a,
1982b) indicate that the net impact of micro-level decision-making
effectiveness and efficiency throughout the entire organization will
likely become manifest at the macro level. That is, to the extent that
PNP and DPA do not match, one might expect less than optimal orga-
nizational performance.

Research Hypothesis
The participative budgeting congruence model developed for the

current study is presented in Figure 1. The PNP construct represents
the extent to which participative budgeting should take place within
the organization, as perceived by the organization’s members. The
PNP construct does not suggest the members’ desire to participate, but
rather their perception regarding the need for organizational members

a Greater participation congruence is indicated as the DPC measure (i.e., difference
between DPA and PNP) approaches 0. Therefore, a negative correlation would indi-
cate statistically a positive association between the participation congruence con-
struct and performance.

FIGURE 1
Research Framework Linking Participation Consequences to

Organizational Outcomes

Perceived Degree of Degree of
Need for Participation Participation

Participation Congruence Allowed
(PNP) (DPC)a (DPA)

Organizational
Performance

Indicators
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Linking Participative Budgeting Congruence to Organization Performance 131

to participate. The PNP construct as defined here should not be mis-
construed as indicating a static normative level of participation.
Rather, the PNP reflects a participation level that is contextually de-
rived and based on the perceptions of organization members. Clinton
(1999) empirically demonstrated that individuals are accurate at as-
sessing the PNP under differing organizational circumstances. In his
experiment, participants appropriately assessed the amount of par-
ticipation needed, as prescribed by the VJ model, thus confirming
the model’s descriptive validity and the ability of individuals to judge
the PNP. The DPA construct reflects the extent to which organization
members at various levels perceive that they actually engage in par-
ticipative budgeting activities. The DPC represents the “fit” or extent
to which the PNP and the DPA are aligned. As shown in the model,
the DPC is expected to positively impact organizational performance.

Based on prior research findings, individuals have demonstrated
keen abilities to recognize when participation is or is not needed in
accordance with criteria specified in the VJ model; thus, the model
exhibits a degree of descriptive validity. In addition, studies (e.g.,
Pasewark and Strawser 1994; Field 1982; Margerison and Glube 1979)
have demonstrated the VJ model has normative validity, as decision
quality is maximized and objective measures of organization perfor-
mance are enhanced when model criteria are met. Hence, the Vroom
and Jago (1988) model supports the expectation that individuals are
able to correctly perceive the type of and degree to which participa-
tion is needed under varied circumstances. Additionally, the model
supports the expectation that individuals will achieve high-quality
outcomes when the needed type and degree of participation is al-
lowed. This sequence thus lends support to the expectation that when
PNP is matched with DPA, the DPC-performance relation will be maxi-
mized. This leads us to our central research hypothesis (alternate
form):

H: As the degree of fit between the perceived need for partici-
pation (PNP) and the degree of participation allowed (DPA)
increases, i.e., as the degree of participation congruence
(DPC) measure approaches 0 (PNP–DPA), organizational per-
formance will increase.

METHOD
Sample

Data were gathered from 386 accounting personnel representing
the publishing, paper manufacturing, and chemical products indus-
tries. Respondents completed a questionnaire at an annual account-
ing and financial executives conference held in the northeastern United
States. Total attendance was estimated at approximately 1,710, re-
sulting in a response rate of about 22.5 percent. Each respondent
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132 Clinton and Hunton

represented a different business organization.2 All organizations were
publicly traded on national stock exchanges.3 Sample characteristics
are shown on Table 1.

Accounting personnel, the vast majority of whom were at a level of
accounting manager or higher (89 percent), were chosen as respondents

TABLE 1
Sample Characteristics

Number of Respondents (percentage) by Industry
Publishing 167 (43)
Paper Manufacturing 102 (26)
Chemical Products 117 (31)

Age
Mean (Std. Dev.) [Range = 23 to 62 years]  42 (11.2)

Number of Respondents (percentage) by Gender
Male 263 (68)
Female 123 (32)

Number of Respondents (percentage) by Job Position
Junior Accountant 20  (5)
Senior Accountant  22  (6)
Accounting Manager 89 (23)
Assistant Controller 36  (9)
Controller 134 (35)
Assistant CFO 50 (13)
CFO 35  (9)

Number of Respondents (percentage) by Reporting Level
Directly to CEO 49 (13)
One level from the CEO 150 (39)
Two levels from the CEO 54 (14)
Three levels from the CEO 85 (22)
Four levels from the CEO 37  (9)
Five levels from the CEO 11  (3)

Organization Size
Mean (Std. Dev.) Number of Employees

[Range = 200 to 2,920 employees] 889 (639)
Mean (Std. Dev.) Annual Revenue in Millions

[Range = $8 Million to $198 Million] $48.9 ($36)
Reliability Estimate (r  = 0.967)

2 The researchers requested that only one participant per company complete the survey.
Participants signed in prior to beginning the session, indicating their business affiliation.
The sign-in sheet was not linked to the specific survey responses, rather it was used as a
means to send summary results of the study to each participant. Participants were as-
sured that their responses were confidential and that only summary measures would be
presented. The researchers reviewed the sign-in sheet to ensure that each business orga-
nization was represented only once. Moreover, since only one respondent per organiza-
tion was allowed to participate, the reported response rate (22.5 percent) may be under-
stated since this percentage was obtained by calculating number of respondents as a
percent of total individuals in attendance vs. total organizations represented. Although
we are unaware of the number of organizations represented by the population, the likeli-
hood that multiple individuals attended from the same organization is high.

3 Due to the sensitive nature of the survey inquiry, the researchers were not allowed to
match respondents with their organizations; hence, it was not possible to use archival
data analysis to examine organizational performance.
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Linking Participative Budgeting Congruence to Organization Performance 133

to the questionnaire for reasons similar to those presented by Shields
and Young (1993, 271):

Controllers were chosen because they: (1) play a key role in
designing the information and control system of a firm and
are thus likely to appreciate the overall picture of the budget-
ing system (probably more so than the average manager), (2)
have direct and frequent access to top management to dis-
cuss issues relating to control system design and operation,
and (3) provide a perspective on the role of participative bud-
geting that has been missing from the literature.

To provide further assurance of the representativeness of our sample,
we compared responses of the managers and nonmanagers (11 percent)
in the sample and found no significant differences.

Measurement of Variables
Participants responded to survey items via personal computers. Sur-

vey items were fully randomized for each individual to preclude an or-
der effect. Only one survey item at a time appeared on the computer
screen. Once respondents answered survey items, they were precluded
from reviewing prior items and responses. At the field site, data from
each respondent were collected on a diskette. Data from all 386 dis-
kettes were subsequently transferred to a single computer file using a
computer program. Descriptive statistics and reliability estimates for all
variables in the research model are shown in Table 2. In addition, a
correlation matrix of variables examined is presented in Table 3.

The PNP and DPA variables were examined in a manner patterned
after Bruns and Waterhouse (1975). They identified three separate di-
mensions of participative budgeting: (1) participation in planning, (2)
participation in budgeting, and (3) interaction with superiors regarding
budget issues. Two items were selected to represent each dimension in
the current study. Choice of the two items was based on the degree to
which they loaded high, using factor analysis, on the named construct
in the Bruns and Waterhouse (1975) study, and on each question’s ap-
plicability to respondents in the current study.4

4 Since respondents to the questionnaire were composed of individuals of diverse re-
porting levels, questions—although worded after the manner of Bruns and Waterhouse
(1975)—were adapted to reflect a response that would not be indicative of any par-
ticular reporting level. Also, it was desired that responses regarding the perceived
need for participation not necessarily be restricted to respondent desires or prefer-
ences, but rather that they encompass a broader participation construct (i.e., they
inquire about perceptions of the behaviors and attitudes of others in the organiza-
tion as well as those of the respondents themselves). For example, in measuring the
construct interaction with superior , one of the Bruns and Waterhouse (1975) ques-
tions reads “I work with my superior in preparing the budget for my unit.” The adapted
version reads, “Superiors and subordinates work together in preparing the budget.”
Accordingly, the Bruns and Waterhouse (1975) instrument was chosen because it
reflects more than the degree to which a given decision maker has influence over his
or her own budget and extends to participative budgeting as an administrative pro-
cess and element of the organization’s structure.
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134 Clinton and Hunton

TABLE 2
Descriptive Statistics for Model Variables

Std.      Reliability
Mean Dev. Estimate

Perceived Need for Participation
(sum of six items: 6 = Low, 42 = High) 22.5 (7.9) α = 0.881

Degree of Participation Allowed
(sum of six items: 6 = Low, 42 = High) 23.5 (7.7) α = 0.841

Degree of Participation Congruence
Difference between DPA and PNP

[Range –27 to 28] 0.9 (10.7) NA
Absolute value of difference between

DPA and PNP [Range 0 to 28] 8.9 (6.0) NA

Organizational Performance
Mean (Std. Dev.)

Percent Change in Net Income 0.030 (0.197) NA
Mean (Std. Dev.)

Percent Change in Stock Price 0.013 (0.213) NA
Mean (Std. Dev.)

Percent Change in Return on Investment 0.019 (0.188) NA
Mean (Std. Dev.) Self-Reported Performance

(1 = Low, 7 = High) 4.020 (1.900) NA
Reliability Estimate α = 0.867
(Standardized Cronbach’s alpha)

Using seven-point, bipolar, fully anchored scales (1 = Not at all
often, 7 = Very often) the DPA and PNP constructs, respectively, were
assessed using two sub-questions per questionnaire item: (1) “How
often does this take place?” and (2) “How often should this take place?”
The same procedure was used by Bruns and Waterhouse (1975) to
determine frequency and normativeness. Related items were summed
and collapsed into two separate indices.

The DPC was determined by calculating the difference between PNP
and DPA. The absolute value of this difference was used to examine the
correlation between DPC and performance measures. That is, the ab-
solute difference between PNP and DPA, regardless of direction, re-
flects the degree of participation congruence. Hence, as the DPC
approaches 0, the measure indicates greater congruence. No difference
between PNP and DPA would reflect perfect participation congruence.

Although not hypothesized, directional effects were also examined.
Preliminary test results did not evidence significant differences in di-
rectional effects (i.e., a negative vs. positive DPC) on the performance
variable; however, the situations created by each of these effects are
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Linking Participative Budgeting Congruence to Organization Performance 135

presumed to be different, and perhaps important, on other dimensions.
For example, using the language of the Tushman and Nadler (1978)
model, greater PNP than DPA implies that a degree of uncertainty still
remains that has not been addressed adequately by organization ca-
pacities. Alternatively, more DPA than PNP implies an inefficient par-
ticipative budgeting strategy (i.e., an unnecessary amount of
participation is being allowed).

Organizational performance was measured by obtaining responses
to four items used by Shields and Young (1993). These included (1)
percentage change in net income, (2) percentage change in stock price,
and (3) percentage change in return on investment for the most re-
cent reporting year, and (4) a self-reported rating of overall perfor-
mance as compared to peer organizations (1 = Very low, 7 = Very high).

RESULTS
Preliminary Testing of Sample Characteristics

MANOVA was used to assess the extent to which participant re-
sponses were influenced by sample characteristics shown in Table 1
(i.e., industry, age, gender, position title, or reporting level from CEO).
Organization size was not included in testing of sample characteris-
tics since it is included in the research framework. All variables shown

TABLE 3
Correlation Matrix of Variables

2 3 4 5 6 7
1. Perceived Need for Participation .088 –.183 –.005 –.034 –.058 .102

(.084) (.003) (.927) (.504) (.252) (.045)
2. Degree of Participation Allowed .030 .015 .029 .036 .014

(.562) (.765) (.571) (.484) (.780)
3. Degree of Participation –.151 –.187 –.181 –.209

 Congruencea (.001) (.001) (.001) (.001)
4. Percent Change in Net Income .905 .898 .369

(.001) (.001) (.001)
5. Percent Change in Stock Price .872 .343

(.001) (.001)
6. Percent Change in Return .334

 on Investment (.001)
7. Perceived Firm Performance

 Compared to Industry Peers

a Greater participation congruence is indicated as the DPC measure (i.e., difference
between DPA and PNP) approaches 0. Therefore, a negative correlation here indi-
cates a positive association between participation congruence and performance, as
hypothesized.
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136 Clinton and Hunton

in the research framework (Figure 1) were tested as a unified set of
dependent variables. Independent variable categories were classified
as shown on Table 1, except for age. Cluster analysis (K-means) was
used to group respondents into two age categories to facilitate MANOVA
calculations. The first cluster (n = 206) had a mean/standard devia-
tion of 50.9/6.0 years and the mean/standard deviation of the second
cluster (n = 180) was 31.8/5.8. The MANOVA model was significant
(F-ratio = 126.43, p-value < 0.01). The two independent variables with
p-values ≤ 0.10 were age and position title. Therefore, we ran separate
ANOVA models to isolate which dependent variables were significantly
different based on either age or position title. In all, 14 separate ANOVA
calculations (7 dependent variables × 2 independent variables) were
performed. ANOVA models with overall p-values ≤ 0.10 were further
investigated.

The ANOVA models revealed that mean DPA significantly differed
based on position title (ANOVA p-value = 0.05). There were seven posi-
tion levels recorded. Hence, Scheffe’s multiple pairwise comparison
test was used to determine which means were significantly different
from one another (p-value = 0.05). Only one pairwise comparison re-
vealed significantly different means. As one might expect, junior ac-
countants recorded the lowest mean level of degree of participation
allowed (18.8) and CFOs recorded the highest mean level (25.6). All
other means fell within that range and were not significantly different
from any other mean. There were no other statistically significant dif-
ferences based on either age or position title. In summary, there did
not appear to be a systematic pattern of variable responses based on
demographic data that would affect hypothesized results of the study.

Hypothesis Testing
The central hypothesis, tested using correlation analysis, posits

that organizational performance is positively associated with the DPC
construct (i.e., negatively correlated with the DPC variable since it is
reverse-scaled). Results can be observed in the Table 3 matrix of cor-
relations. The reader should note that greater congruence is indicated
as the DPC measure approaches 0; consequently, the negative corre-
lation between the DPC and organizational performance is directionally
consistent with the hypothesis. All four of the performance indicators
are significantly associated with the DPC. Based on the results of cor-
relation analysis, the central hypothesis is supported.

Post Hoc Testing
The premise behind the DPC is that as the difference between the

DPA and the PNP nears 0, measures of performance will increase cor-
respondingly. At or near the zero point (i.e., perfect congruence), the
performance measures should peak. In order to examine this issue
further, we mathematically modeled the “best fitting” function of DPC
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Linking Participative Budgeting Congruence to Organization Performance 137

on organizational performance and derived a polynomial curve from
the underlying data.

Figure 2 represents the organizational performance curve (n = 386).
The reverse-scaled raw DPC score (not the absolute value of the DPC)
is graphed on the X-axis, as it better illustrates the relationship be-
tween the DPC and performance. The Y-axis represents the summed
z-score index of all four performance-measure responses used to form
a single organizational performance index. The curve shown on the
graph represents the best fitting polynomial function, as determined
by the statistical analysis software package Statistica. The graph re-
veals a maximum point where the DPC approaches 0. Specifically,
when Y reaches its maximum point of 0.413, X = 0.105. Statistical
testing (t-test) on the maximum value (0.413) and the performance
mean when the DPC = 0 (Y = 0.468) reveals no significant difference
(p-value = 0.9340).

When the PNP exceeds the DPA, the resulting DPC reflects a state
of perceived actual participation that is lower than deemed appropri-
ate by respondents (deprivation). When the DPA exceeds the PNP, the
DPC measure reflects a state of perceived participation that is higher
than deemed appropriate (saturation). We conducted additional cor-
relation analyses to examine whether either of these states are differ-
entially associated with organizational performance. In our sample,
187 respondents indicated that participation levels were lower than

FIGURE 2
Frequency Scatter Plot

Organizational Performance by
Degree of Participation Congruence
Best Fitting Polynomial Function
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138 Clinton and Hunton

perceived appropriate and 199 indicated that participation levels were
higher than perceived appropriate. The correlation (p-value) between
the DPC and summed organizational performance index for respon-
dents in the too little participation category was 0.2232 (≤ 0.0001); the
correlation (p-value) between the DPC and performance for subjects
in the too much  participation category was –0.2173 (≤ 0.0001). A
nondirectional test of significance (t-test) between the two correlation
statistics (0.2232 and –0.2173) reveals no significant difference (p-value
= 0.9898). Therefore, we find no differential relationship between orga-
nizational performance and either the too little or the too much partici-
pation states.5

DISCUSSION
The purpose of this study was to examine the influence of partici-

pative budgeting congruence on organizational performance indica-
tors. The degree of participation congruence (DPC) was conceptualized
as the difference between the perceived need for participation (PNP)
and the perceived degree of participation allowed (DPA). Use of this
congruence measure is suggested as a key component of a successful
participative budgeting strategy.

Prior studies of participation have examined associations between
the extant degree of participation allowed (DPA) and performance, yield-
ing somewhat mixed results. Had we used the DPA measure in this
study as the independent variable, our results also would have been
inconclusive since correlations between the DPA and organizational
performance indicators were nonsignificant. In addition, correlations
between the PNP and performance indicators were nonsignificant, ex-
cept for “perceived firm performance compared to industry peers.”
Hence, using the PNP as a predictor of organizational performance
would have been problematic as well.

Considering the set of all possible associations in the framework
with organizational performance, the relationship between the DPC
and performance was most clear. Organizational performance peaked
as congruence was maximized. It did not matter whether respondents
reported an extant state of actual participation that was perceived to
be higher or lower than appropriate; organizational performance peaked
when the difference between the DPA and the PNP approached 0. These
results build on theoretical suggestions of Brownell (1982a, 1982b) and
the empirical results of Shields and Shields (1998), Shields and Young
(1993), and Clinton (1999) regarding antecedent-consequence relations
in participative budgeting.

5 Statistical tests were also performed to determine the extent to which the “too little”
and “too much” DPC groups differed on any of the sample characteristics shown on
Table 1. No significant differences were found. Hence, if the two groups are system-
atically different, such differences reside along dimensions that were not measured
in the current study.
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Linking Participative Budgeting Congruence to Organization Performance 139

Also of interest is the fact that more than half of the respondents
indicated that participation levels were too high. This may suggest
that our sample responses reflect a somewhat conservative group in
terms of perceived need for participation in the budget process. More-
over, nonsignificant correlations between PNP and DPA as shown on
Table 3 may be considered a surprising finding. Often in the past, the
accounting literature has presumed, perhaps implicitly, that PNP and
DPA are strongly related. Our findings suggest this may be a ques-
tionable assumption.

Several practical managerial implications can be derived from this
study. Merely increasing the level of participation in budgetary pro-
cesses, without considering the amount of participation that ought to
be allowed under the circumstances, may not always be an effective
strategy. Study findings support this contention (i.e., DPA levels were
not significantly correlated with organizational performance). Certainly,
considering the perspective of subordinate preferences for participa-
tion alone is insufficient to achieve effectiveness. Since the actual de-
gree of participative budgeting is a choice made by decision makers,
we suggest that they first determine the level of participation that
should be used in a given context and then match actual participa-
tion to that level.

It seems that a key factor in determining participation congruence
is establishing the amount of needed participation, as perceived by
decision makers. The level of perceived need for participation is likely
associated with the degree of differential uncertainty perceived by the
decision makers and other situational factors. Future research could
investigate cognitive processes used to determine the level of partici-
pative budgeting that should be allowed given specific organizational
characteristics and specific decision-maker populations. The VJ model
has already identified important situational factors in this regard.
Further identification of important factors at the organization level
would likely be helpful in improving decision-makers’ abilities to de-
termine appropriate participation levels.

Some limitations are inherent in this study. First, the accoun-
tants who participated in this study were volunteers. Since we do not
have access to demographic characteristics of all accountants who
attended the accounting and financial executives conference, we can-
not attest to the representativeness of the sample. Moreover, some of
these accountants (11 percent) were reportedly of a rank (i.e., junior
or senior level) that may not imply significant decision making in the
budget process. Second, the sample reflects three industries and study
findings may not generalize to other industries. Third, we do not sug-
gest that our research framework is complete, for there may be other
factors not included in the framework that can partially or wholly ex-
plain the results. Fourth, the degree of validity and reliability of sub-
ject responses attributed to behaviors and attitudes of others in their
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organizations is unknown. Also, only one employee from each organi-
zation reflected the perceived state of the entire organization. Fifth,
although the relationship between the DPC and organizational perfor-
mance was statistically significant (p = 0.0001), DPC did not have a
large effect size on organization-level performance variables of the type
examined here (e.g., change in stock price). Sixth, the respondents
self-reported the organizational performance indicators, and it is doubt-
ful that they could remember precise changes in net income, stock
prices, and ROI. However, there is no reason to believe overall re-
sponses were biased in either a positive or negative direction. At worse
case, this added noise to the data. At best case, this attests to the
robustness of our model, since significant associations between the
DPC and performance measures were found. Finally, as with any cor-
relation study based on survey results, there remain questions re-
garding internal validity. Specifically, we cannot say with any degree
of confidence that the relationships found in this study represent causal
linkages. Consequently, we believe that the results reported here should
be interpreted in light of these limitations.

In conclusion, we believe the congruence framework presented in
this study is a step forward in our quest to better understand ways to
maximize the effectiveness of participative budgeting. Future research
may reveal that the relationship of participation congruence to out-
comes is a workable universalist theory. In much the same way as
contingency theory has superseded questions regarding the universal
desirability of participation, the congruence framework may ultimately
replace the endless search for moderating variables which contingently
support recommendations for all-or-nothing participation in the bud-
geting process.
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