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. WA, AR S8 #-dste] A3E Tt
A ggrie] #F 9 s dHd JuY
(informativeness)©] ¥o}oF(Holnstrom, 1979:

Antle and Demski 1998)3}™ . T4 3 B g
(Milgrom and Roberts, 1995), 2434 3 3
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=
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A8 284 (procedural fairness) S =7 21218H
o o 4] =83t eE 57159 Hth(Roberts
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(Table 1) g7t HEd F WA

PP F5 3E
|

o4, A4 dd4l, 29749, FUH7}, AEH 7)o
Adne AFEE, 24 2 AAAY B, Avda L A, JFE B 2 A
R I A
T 3718 FaAdd AY, 2%, AUE FRHeE 9P}
T 71gA = ARt 74, AR AER, (E DI 2ol guq B AdAG, 4D
Y, 7452 2% ARERY] 2% 5 '2E/R EE FAAY F M MFEE RS £ 9008
9%t A et A9 s Ao (Table 1yellA 2leig 3 AAAD okt 495
3, AdE GUH A A71E SR A & FoF WUREE A 37194 w9t A edke
e s, M AAARY B9, 71 4% F8AE(common measure) o™, FLAIY Fof
Axe] g 9 753 23 5 AU/ zds = 3199 S B FeARE 1~370
Wdste Aol FdHT e Agate] g AAHES A9 HnE ST
T A2, A9 7} 488 (performance evaluation Y= TH8A & (unique measure) = A=) itk
execution)¥HAlo|t}, % Eﬂi TAE Frde 7] w3k, AAAQ HIAE oA A ZA E(objective
AT A%
AU 3714

st Wyl ule 2ReE . measure) 9} B A #A] & (subjective measure)2
S AH HEsl AARIME A H7EH1EL ¢k 60%9 40% = FAE o] ATH2012
ot Hr7kskA |nt. olglgt AAbel HrpEAE d FEvd AYHE ).
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nResw, Bree 9%

K
A HARIME 715 X*eroﬂ ] ]%‘3}1 2.3 AR 2o SHAY UY
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oA By oz FRdr
I, M3licif 3l J|M =
3.1 MIPIIX|Ee| MEfRO]

2]l o] &(agency theory)d] WaH, Fol&
tig]Qlo] Qo] dsle Wz d& s F
7154387] fet] JAEIE Aok AAsty A4
g AP 7 £E A st &8t (Ittner and
Larcker, 2002). o222 o2 A7 %= e
olo] 5o that AR (informativeness)ol| =
Asled AA = 2 (Holmstrom, 1979), H7FA] &l

Hojr)e AAQd 7F5A (relative weight) & 3

739

u]7l—1:

REAe w fi

(sensitivity) %t &= (precision)

o we} A3 Hth(Banker and Datar, 1989). 1t
£ A7 d s

oF
o]
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Y3471 &

oF QIAIEH A 2ol A
T A5 8% AR e diEoem @ 7k 7}
Zt}H(Feltham and Xie, 1994).
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WA Ittner et al.(1997)2 CEO HY

oFol *F"“Elh ZH‘I‘Z]-U—Q]' A A 2 3ke]

l

= i
ro 5

¢

)

N

Y

W o2 2

[
o

K
gic?
=S

T -0 2 ox
Ho, -

(informativeness) & =
71k BAF, sz EA),
Ap oo 7

= v3ige
and Selto(2004)=
control theory)el wa} A3}
of & 87| upgA g

pod

ox
2 o ® o X oo

=
[¢)

o

O n
=

)

A F7} ZE5o]
319 = RH
theFatal (diverse) H ¢4 (complementary) 2}

(Milgrom and Roberts, 1995). €4, 7 %@1
& (accurate) & A (Libby et

oAa

(obj ective)o] 1L

., 2004). AR, B8 (informative) S Zt1 9l
< Z(Antle and Demski 1988). YlA] H]-&tjH]
#9o] & Z(Merchant, 2012). tHA WA, Azt
A (causally related) 7} E4& A (Kaplan and

Norton, 2001),
(Kaplan and Norton, 1996)°.2 &84
& WA, A2 918 F715-9 (Rappaport, 1999)
7F bed A, mA o R 7H % JAER = A
(Luft and Shield, 2002)

E3k o]y EA

MM, A CJAaE pu

)

3}
=

[e]
s 2%

R
A 53 B EE ASHA Qe
2, ol @ HgAFES W)

(cross-sectional) &

al
e

71

A st

AT M49H H2E 20204 4%

S gioto] AAH7AR0 WSS EA s X
st ths dolA dHAI7E A g

ey, dF AFdM e AAE ARE 285t
7R ] e als A TH Meyer and
Gupta, 1994, Hassab-Elnaby et al., 2005).
Meyer and Gupta(1994)= AHATLE E3) 3
B7pAe] ggo R et £4 AHHIA R F

< ATe i Anes 7 sgo] ot
g A2y 7}Z]
o] ¢} frAtatAl, Hassab-

T Al=7lgEe] 97144
279 E43} A 74 BF
T, CEO7} A HAY 1A W}y
CEO HgA kM HAFARE &
gadet.

AgdTaas

)

m

=4
€
]_

2
=

o

ZFgshd, CEO BAAIY 2 49
o] QIAEI B Aok 749 B AH 7 & e 3 ol A
719 29l A (strategy), 4l (Innovation),
T4 (regulation), =2 (labor union)9} 2 &7
felo] G A, AAF A E EAQ FEE

(Informativeness), W% (sensitivity), 3 &4
(accuracy), A4 (objective), JAIAE 7154

(communication), 7142 913t 5715 (motivation)

S 9FE oAda ¢ 5 9

o =

2T

4L =

3.2 N oMolM o iRte] EoirE
B3 (target) & H7kAk 397121719

o2 AFoj"th(Murphy, 2000). whhA,

R e s P S R e R B Ao

Eolgle w8 £38 AR 2938 g9lo] "}

Chpe] Mol B (dih A% oM v]F
7kAke] o7k g3t viHE 9 EA AT
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23%4

WA, 997127} A e F
Aad 44 (procedural fairness)el ti
o] g3Eol BHIAL B EAle] =T =S
S71F7F Ao A2 248 Roberts
and Reed 1996: Wentzel 2002: Lau and Tan
2005). Roberts and Reed(1996)< 2% 7%}
oA 9] 9F 7k e HritEe, 9gYriat
715 aga A STt eAH o2 ke
nRvka 48t frAFHA, Wentzel (2002) 2
AN HA A FolFFe] S7te BElA

AEE AR BHE A g dAFES =
oA A7t A8 29 § dvu FAsSH
¥+ Lau and Tan(2005)2 oAHAA 2} o A €]
Aos A4 344 (procedural fairness)oll
g AT F(+)e #A ST st

ﬂ "o o}‘u

?30}7] o =
ste W7 &
7t gt 4
el s B i o7 B A e o o od B g O
=

ERE
7§§ SHAl =W AR R
(private information) & &-&3lo] £ (slack) =
S7MI0E A7EHE e EAGCH Christensen,
1982: Young, 1985 Baiman and Evans, 1983:
Fisher, Frederickson and Peffer. 2002; <Fef2]
9], 2011%).

Baiman and Evans(1983)& o 4t§ 717 of

A AR Hele B el A A

BH)thA (information asymmetry)©] &<

S|G4} el

534

Mz gE AAFud B2E 5 dE 7198 A
B, ol @ NS ATEO AIYHY
398

o g Sl Aol vt Feith. 1
Y, Christensen (1982)3} Young(1985)2 3|3
e AR dRE w71AY dI3E B

sto 24 dAk <9 (budgetary slack)< ”}—501
Atk ek, AR, Fisher et al.
(2002)& dadd B oA H7Aket 997zt
o FEU| YA (information asymmetry)e] oAt
<& (budgetary slack) S wHeo] ddeE A& &
5199t Baiman and Lewis(1989)& 3% 7}#}
=o] dirgA o Fd et WS Ue A5 9%
S-S e Eol7] 9fgte] &892 whEo] Witk
FotATt. & Dunk(1993)%= 7 Xr|tl#
o] E31, HAo| gl nhet 2 EH,
g o Abg3te A it
(budgetary slack) o] otk A&
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2014). HA, Maiga and Jacobs(2007)= d4t
AT oA 5] 7kAke] o7t Aabd g4 1)

wilH 34 BF 9% VA, odF 9F

A2 A £4E BE + G0, ALFAL AY
A7 A 2Ue gL AFE Tl AT A4

AN dlatds 2 ellA
&1k (top-down) 2] 2} *c}%k(bottom—up)*‘ 2343
Walo] Agzte] £ (slack) T #eld Azlo] n|
= ATt A2, A (bottom
up) 534 W A&ate A5 A4 we
(social exchange)= %3] €9 (slack)S 7H4aA
712 AE =Y & ddx
A 7] =oE APAT
FA% BN 9H7IAY el 534 A
oxel AAA 3 =
ol =82 /M £9& FoPIE A,
G727 B8t Qe A EE E8ato] o
A &S TrEo] d Ve E BAd EAlE. o
P ABF A 2B AARE APE 7R 19
A 3 ge oA RE 2T ), “LOT% EEei
2 Qg 97ty 715 &
g3t &Y (slack) S THEY] H%L FEE 2
Hd Zor AZEY, waps, 7M1 b 2
o] AF7HEe Fel= AA st} gttt

)
)
~
=5
=
)
=8
DO
(e}
—
=
12
—LJ

M 10 BEAR BN FRAe) Bels
#3 AR Yot e R
3.
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3.3 SEX|EL}t IRXAE

AYH 7N 28] AAAE A7 A E A
oA IR 545 T8 neledtt
(Malina and Selto, 2004; Ahn, Choi and
Kim, 2019). ¥ AFdxe A7 %9 54
oA FEA E (common measure) 9 A3
(unique measure)E AW H 2} vt FTEAR
© oo A7t RE(Ee 59) 97kt
Al ALEe AT EH, A EE 5
ek B A ARE A v = AAH A RE v
gtk 53], 8RR A5 HATE Alol9] A
thA A3} 7} relative performance evaluation)
7k 7besttt, Wel, 1fAEe 5% F9 kA
A7y ARt EAelr] Wil digrtE Qe
27140 AHYEL o]er),

Solvic and Macph11amy(1974
HHG74AE Atole] A w7t 7hss %
AT o & 7RIS steta —rxo%}?iﬂr. s
ARsHAl, Lipe and Salterio (2000)& #3433
(BSC)E 7Ivte= Hrlete 4% by
7}Z}ﬂ Aeke] gL v "/Pb e HAH T

—1—‘\—/

A (common uncertainty)< A
s Adard ot "k, F8AEE
(informativeness)©] ¥ IH 745 F7
a7l el sttt (Fredrickson, 1992).
& WA, ALS]H| a0l &
theory)dll wa™, 3)%712=
St} sieEle A3 7P E(relative performance
information) 7} A5+ A% ¢ 438 =83l
t}. Festinger(1954)¢l W2, AlFES & A}

soc1a1 comparlson
F7HH9] HgE A
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o,
(self—ldentlty o] ?]—’E%E}ﬂ =717] w2l
AtgET o U ABE 243 A Y (Tesser and
Campbell, 1980), 3441 271 o|n|A](self-image)
£ FA8t2A @t} (Beach and Tesser, 1995).
A AFES E}E Abgrat H]JLO}O:] ‘31 E s
h’/} 131‘/} "/PE Abgt
b7 fell= 9% 7k
#H(Lazarus, 1991;
Smith, 2000).

Stevens(2002)=

(relative Performance evaluation)&
5572l ADE W ohleh ALY
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(BETA)7} ¢ 7.3%, A2 (TREND) 7} ¢ 41.3%,
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(Table 2) Descriptive Statistics

Standard

Variables N Mean . Min Q1 Median Q3 Max
Deviation
Drop 3785  0.2354 0.4243 0 0 0 0 1
Participative 3785  0.4431 0.4968 0 0 0 1 1
Negotiate 3785 0.2460 0.4307 0 0 0 0 1
Assign 3785  0.1971 0.3979 0 0 0 0 1
Beta 3785  0.0737 0.2613 0 0 0 0 1
Trend 3785 0.4103 0.4920 0 0 0 1 1
Average 3785 0.0005 0.0230 0 0 0 0 1
Quant 3785 0.0040 0.0628 0 0 0 0 1
Sigma 3785  0.0684 0.2525 0 0 0 0 1
Common 3785  0.4188 0.4934 0 0 0 1 1
M-tenure 3785  4.5469 3.6816 1 2 3 6 24
Weight 3785  3.6060 2.2627 0.27 2 3 5 27
Attain 3785  0.8931 0.1772 0 0.8504286 0.9798 1 1
Ln_Asset 3785  21.4586 1.9723 17.0995 19.9148  21.4967 23.2066 25.7197
Roa 3785 0.0120 0.0577 -0.4685  0.0014 0.0083 0.0337 0.3149
Lev 3785  0.6164 0.3006 0.0583 0.4199 0.5852  0.7602 2.1679
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(Table 3) Pearson Correlation Matrix °

(3) 4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16)

(1) Drop 0.14293™"  -0.10428""  0.08657™* -0.07796™"  0.04144""  0.11368"* -0.04926"" -0.06704"**  -0.03287"*  -0.1028"" -0.06706™"* -0.01687 0.04759™* -0,01771
(2) Participative 1 0.64035""  0.55549""  -0.25161"*" -0.74399"" -0.02051 ~ -0.05626"* -0.24174™* -0.13827*" -0.17283"* -0.25954™"  (0.18329"* -0.00722 0.00908
(3) Negotiate 1 0.28208™  -0.16112"" -0.47642* -0.01313  -0.03603" -0.15479*** -0.37536"" -0.04236™" -0.31142""  0.23248"* -0.12837""  0.03064"  -0.01438
(4) Assign 1 S0.13977% -0.41328™ -0.01139  -0.03125°  -0.13428%*  0.23371%*" -0.16996"*  0.01304  -0.02281 012996 -0.02184  -0.01882
(5) Beta 1 -0.23531%" -0.00649  -0.01779  -0.07645"" 016361 -0.1331"** -0.06446™ -0.00742 0.00717 003321 -0.02373
(6) Trend 1 001918 -0.05262" -0.22607"*"  0.16294™*  0.26887"*  0.2756™"  -0.132"" -0.05799"" -0.01801 0.02917°
(7) Average 1 -0.00145  -0.00623  -0.0192  -0.02215  -0.00616 0.00933  -0.03595™  0.02068  -0.01362
(8) Quant 1 -0.0171 0.07431" -0.05964"*  0.0289™  -0.12554™*  0.00996 000864 -0.00372
(9) Sigma 1 010727 -0.02018"  0.03379"  -0.06538"*  0.12056™* -0.02119 0.02407
(10) Common 1 -0.01249 0.37279"*  -0.2335"*  0.10106™* -0.03654™ 000914
(11) M-Tenure 1 0.04386* -0.01281 0.05965™*  -0.12788"*  0.07105™
(12) Weight 1 -0.0408%  -0.04354™* -0,01215 0.03476°
(13) Attain 1 -0.05716%  0.05996"*  -0.00696
(14) Ln Asset 1 20,0233 -0.13713™
(15) Roa 1 -0.53487""*
(16) Leverage 1

a. This table presents Pearson correlations in the upper diagonal. The number of observations varies depending on data availability

* Kk Kk

indicate significance at less than the 10 percent, 5 percent, and 1 percent levels, respectively, based on two-tailed t-tests on mean differences
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(Table 4) The Effect of Participation on
Measure Drop

Dependent variable = Drop

Independent Predicted Coefficient
Variables Sign (p-value)
-0.0542
Intercept (0.9319)
o i 0.0713
Participative / + (0.4404)
C -0.3185"**
ommon (0.0009)
} -0.0273**
M-Tenure (0.0315)
. -0.095%**
Weight (0.0004)
. -1.304"**
Attain (0.001)
-0.00791
Ln Asset (0.7241)
2.893***
fioa (0.0045)
L 0.1966
v (0.2548)
Year Fixed Effect Yes
Number of Observation 3785
Pseudo R’ 0.108

The symbols *, **, and *** correspond to the 10-percent,

5-percent, and 1-percent significance levels (two-tailed),
respectively. Please refer to the paper for a detailed
explanation of these tests.
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(TablE b) The Effect of the Participative
Common Measure on Measure Drop

Dependent variable = Drop

Independent Predicted Coefficient
Variables Sign (p-value)
Intercept (_(?814271%
Participative + 0(02 %7593)
Participative* Common - 7(%%32%%)
Common ~ -0.1628
(0.1657)
i -0.034***
M tenure (0.0088)
. -0.0885%**
Weight (0.0008)
. -1.318***
Attain (0.0001)
-0.00686
Ln Asset (0.7597)
2.8355%*
foa (0.0053)
Lev 0.2143
(0.215)
Year Fixed Effect Yes
Number of Observation 3785
Pseudo R’ 0.1093

The symbols *, **, and *** correspond to the 10-percent,

S-percent, and l-percent significance levels (two-tailed),
respectively. Please refer to the paper for a detailed
explanation of these tests.
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a4A] gt} ek BERol ARHSIGMA)E -0.0795  (Table 6) The Effect of Individual Target Setting
2 99 A% #S HolY EAACR SoliA] & Methods on Measure Drop
ot o3t Age HA FAXE T3] Y5t Dependent variable = Drop
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WA AESEE R A A4} $2 Hariables v
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The Effect of Participative Target Setting on
Performance Measure Drop

Bum-Joon Kim*

Abstract

This study investigates how the ratee's participation in the target setting process affects
performance measure drop. In general, we evaluate performance by comparing actual performance
to target in quantitative performance measures. It is very interesting research topic to examine
whether the level of ratee’s participation in target setting process affects the performance
measure selection because it is different by target setting method of performance measure.

According to the prior literature, it is known that participative target setting provides the
ratees the perception of procedural fairness in the evaluation process, thereby motivating them
to work hard. In the other side, there is also an incentive for ratees to utilize private information
to make budgetary slack in participative target setting process when there is information
asymmetry between rater and ratee. Thus, I expect that designers of a performance evaluation
system will consider countervailing two incentives when he decides to drop performance measure.
Using performance evaluation results of Korean public companies from 1985 to 2011, I investigate
how participative target setting affect performance measure drop. As a result, I find that
participative target setting does not significantly affect the performance measure drop. However,
I find that the common measure is relatively less likely to be dropped compared to the unique
measure because common measure is more informative than unique measure due to relative
performance evaluation. These findings suggest that participative target setting influences
performance measure drop differently depending on the performance measure characteristics
like common versus unique measure. This study contributes to expand research stream in

performance measure choice.

* Associate Professor, Department of Accounting, The Catholic University of Korea, First Author
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