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Because involving lower echelon employees in decision making requires risk on the part of man
agers, we suggest that certain contextual features must be in place for managers to be more will-
ing to do so. We hypothesize that managers’trust in employees, and two impersonal substitutes
for trust—performance information and incentives—will increase managers’ involvement of
lower echelon employees in decision making. Managers'involvement of lower echelon employ-
ees is further hypothesized to enhance organizational performance. Path analysis of survey data
from the automotive industry provides support for the hypotheses.

Given the fast rate of change resulting from increased customer expecta-
tions, innovative technology, and globalization, the efficacy of traditional
command-and-control systems is being questioned in today’s increasingly
competitive marketplace (Daft & Lewin, 1993; O'Toole & Bennis, 1992).
Rather than needing top-down management control, contemporary organiza
tions require the initiative of employees to seek out opportunities and respond
to customers’needs (Creed & Miles, 1996; Simons, 1995). In short, organiza
tional performance rests increasingly on the involvement of lower echelon
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employees in decision making (Arthur, 1994; Daft & Lewin, 1993; Davidow &
Malone, 1992; Hirschhorn & Gilmore, 1992). With specialized knowledge
about how to perform their work, lower echelon employees often have the
capacity to make better decisions than do their superiors regarding how their
work is accomplished (Lawler, 1992).

Although there is growing evidence that managers’ involvement in lower
echelon employees is necessary in today’s business environment (e.g.,
Arthur, 1994), many managers are hesitant to involve lower echelon employ
ees because they fear losing control. The very act of involving lower echelon
employees requires some risk on the part of managers who make themselves
vulnerable by ceding authority to lower echelon employees, authority that
was previously restricted to the manager (Donaldson, 1990; Locke &
Schweiger, 1979; Pfeffer, 1994). The involvement of lower echelon employ
ees creates the potential for managerial vulnerability in several ways. First,
involved employees may behave opportunistically, as agency theorists would
predict (Arrow, 1985). Because the needs of lower echelon employees may
conflict with the collective interests of the organization (Argyris, 1964),
managers often are concerned with how to ensure that involved employees
will work in the best interests of the organization and not only in their own
self-interest (Eisenhardt, 1989). Second, even if the assumption of opportun-
ism is removed, the potential for managerial vulnerability still remains due to
the possible incompetence or ignorance on the part of those receiving author-
ity (Leana, 1986).

Not surprisingly, managers are anxious about how to maintain some
essence of control when lower echelon employees are encouraged to use their
own discretion in performing their work (Simons, 1995). Managers wonder
about how they can ensure that employees will act in the best interests of the
organization and not shirk when managers do not have complete knowledge
of their employees’ actions (Cotton, 1993; Levine & Tyson, 1990). Thus, a
fundamental problem facing managers is how they can give up control
through the involvement of employees in decision making without losing
control—how to simultaneously make themselves vulnerable by involving
lower echelon employees in decision making yet not be taken advantage of by
employee self-interest or misfeasance (Simons, 1995). This paradox—giv
ing up control without losing control—is a core issue for the effective
involvement of lower echelon employees in decision making. Unfortunately,
we have limited knowledge about the factors that help to ease managers’con
cerns about self-interest or misfeasance among lower echelon employees in
decision making. We address this issue in our article by examining the roles
of trust and two substitutes for trust in facilitating managers’ willingness to
involve lower echelon employees in decision making.
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First, we discuss why traditional methods to manage authority relations
with lower echelon employees are more difficult in today’s business environ
ment. We instead argue that trust or various substitutes for trust will increase
managers’ willingness to become vulnerable in their relationship with lower
echelon employees by involving them in decision making. Next, we elabo
rate on the ways in which this vulnerability on the part of managers can be
expected to enhance organizational performance. Drawing these hypotheses
together, we further hypothesize that such vulnerability on the part of manag
ers, as manifested in acts of delegation and empowerment, will mediate the
relationship between trust, or its substitutes, and organizational performance.
After describing the research design using data from a set of automotive firms
in the United States and Canada, and discussing the results, we identify the
potential contributions of the research and suggest several directions for
future research.

THEORETICAL BACKGROUND

TRADITIONAL MECHANISMS FOR MAINTAINING CONTROL

Traditionally, one way that managers have managed authority with, or
maintained control of, lower echelon employees is by telling them how to do
their jobs and then monitoring them with constant surveillance to guard
against surprises (Miles & Creed, 1995). Although this approach has its roots
in 19th-century managerial philosophy that emphasized the “limited compe-
tence of the rank and file,” it persists in modern notions such as agency theory
and transactions cost economics, with their emphasis on distrust and oppor
tunistic behavior (Creed & Miles, 1996). But, new approaches to organizing
work such as self-managing teams (Cohen, Ledford, & Spreitzer, 1996) and
cross-functional collaboration (Denison, Hart, & Kahn, 1996; Hirschhorn &
Gilmore, 1992) make monitoring more difficult because it is more difficult to
assess individual contributions to performance outcomes. Moreover, the
trend toward downsizing (Cameron, Freeman, & Mishra, 1993) has resulted
in larger managerial spans of control, leaving fewer managers to monitor
more employees (Gomez-Mejia & Balkin, 1989). Thus, monitoring may be
more difficult in today’s business environment.

Another way to reduce the potential for lower echelon employees to act
only out of self-interest is to hire employees whose personal goals fit with the
goals of the organization or to socialize employees to those goals through
long-term arrangements. This approach has its roots in the human relations
and human resources philosophies of management, with their emphasis on
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creating and sustaining individual-organizational goal congruence (Miles &
Creed, 1995). However, most organizations implementing employee
involvement are not in the position of a “greenfield” operation, in which they
have the luxury of hiring all new employees. Moreover, socialization of
employees to organizational goals through elaborate training programs and
formal career planning is becoming more difficult, given the growth of the
contingent workforce and increasing fluidity of reporting relationships
(Rousseau, 1995). Given that these traditional mechanisms for control
appear more difficult in today’s business environment, what might be-effec
tive alternatives to formal control in a context of employee involvement?

ALTERNATIVES TO FORMAL CONTROL:
TRUST AND TWO SUBSTITUTES FOR TRUST

This article deals with an inherent paradox—how can managers keep from
feeling like they are out of control without the traditional mechanisms for
maintaining control? Are there alternatives to traditional mechanisms of con-
trol? We propose that trust and two substitutes for trust may help managers to
be more willing to involve lower echelon employees in decision making.
Recently, growing attention has been focused on the notion of trust as an
alternative to traditional control mechanisms. Trust becomes more important
when direct observation of employees becomes impractical (Mayer, Davis,
& Schoorman, 1995). Managers’ trust in lower echelon employees reflects a
belief on the part of managers that lower echelon employees care about the
goals of the organization and are competent to make good decisions (Leana,
1986). Italso reflects a belief that these employees are reliable in their actions
and are honest about their intentions. Scholars argue that these beliefs miti
gate the risks that managers ascribe to involving lower echelon employees in
decision making and thus make managers more likely to empower lower
level employees (Mayer et al. 1995).

Mayer et al. (1995) argue that risk taking in a relationship by a manager is
not only a function of the level of trust that the manager has in subordinates
but also situational factors that contribute to the level of perceived risk of the
trusting behavior. These situational factors may be viewed as impersonal
substitutes for trust that reduce the risks inherent in working relationships
(Mayer et al. 1995; Sitkin & Roth, 1993). Two such substitutes include
(a) obtaining and disseminating information on performance, and (b)align
ing employee and organizational interests through reward systems. They are
substitutes for trust in that they help to reduce the vulnerability that managers
inevitably face as they involve lower echelon employees in decision making.
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First, the dissemination of performance information can work to reduce
opportunistic behavior by providing feedback to managers and employees
themselves on the performance of lower echelon employees. In contrast to
monitoring which focuses on the behavior of lower echelon employees, per
formance information is less intrusive because it focuses on the performance
outcomes of lower echelon employees. Such information allows employees
to determine the appropriate means to achieve the specified performance out
comes. Second, incentives can be used to minimize self-interested behavior
by creating accountability on the part of lower echelon employees. Incentives
alignlower echelon employees by tying their economic fate to the interests of
the organization. Specific logic linking trust and these two impersonal substi
tutes for trust to managers’ willingness to involve lower level employees is
provided below.

Managers’ trust Trust is an individual’s willingness to be vulnerable to
another based on the belief that another party is competent, honest, reliable,
and concerned about the individual’s own interests (Hart & Saunders, 1997,
Mayer et al., 1995; Mishra, 1996; Shapiro, 1987). Vulnerability is defined as
the potential for significant risk of loss (Granovetter, 1985; Luhmann, 1979;
Mayer et al., 1995; Moorman, Zaltman, & Deshpande, 1992). This definition
oftrust as a willingness and a belief is consistent with several other prior con-
ceptualizations of trust (Barber, 1983; Lewis & Weigert, 1985; Luhmann,
1979; McAllister, 1995).

We argue that managers’trust in lower echelon employees will be impor-
tant for managers to involve lower echelon employees in decision making
because each dimension of trust reduces perceived vulnerability. Through the
concern dimension of trust, managers believe that lower level employees will
not take advantage of the shared decision-making authority because the latter
are concerned with the interests of the organization (Cummings & Bromiley,
1996; Kanter, 1977; Mayer et al., 1995). Through the reliability dimension of
trust, managers believe that lower echelon employees each, in fact, will do
what they say they will do (Butler, 1991; Gabarro, 1987; McGregor, 1967).
The competence and openness dimensions of trust help assure managers that
employees have the skills and abilities necessary to perform their jobs well
and have not misrepresented these capabilities (Butler, 1991; Cook & Wall,
1980; Gabarro, 1987; Mayer et al. 1995).

Several scholars have argued that managerial trust in lower echelon
employees enhances their involvement of those employees in decisien mak
ing. Lawler (1986) states that the involvement of lower echelon employees
requires “people (who) can be trusted to make important decisions about
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their work activities” (p. 193). McGregor (1967) also posited that managers
are more likely to involve their employees in decision making if they are able
to trust that employees care about the interests of the entire organization. In
addition, Mayer et al. (1995) argue that trust facilitates the use of self-
directed work teams and delegation of decision making by supervisors that
require employee involvement. To date, however, the evidence for these argu
ments has been largely anecdotal or limited to single organization case stud
ies (Davidow & Malone, 1992; Ouchi, 1980; see Schoorman, Mayer, &
Davis, 1996 for an exception). Thus, we argue that trust may serve as an
important facilitator in managers to be more willing to involve lower echelon
employees in decision making.

Hypothesis 1Managerial trust in lower echelon employees will increase the like
lihood that managers will involve lower echelon employees in decision
making.

Performance informatiorPerformance information is data on organiza-
tional outcomes collected via methods such as benchmarking studies, evalua-
tions by independent external organizations, customer surveys, and internal
audits (Kanter, 1983; Lawler, 1992). Simons’s (1995) “diagnostic control
systems” and Rousseau’s (1995) results-oriented measures are similar to
what we call performance information. In contrast to monitoring, which
focuses on the continual assessment of the behaviors of lower echelon
employees, the measurement and dissemination of performance information
is less intrusive because it focuses on performance outcomes. The use of per-
formance information assesses predetermined ends while allowing employ-
ees to determine the appropriate means to those anticipated ends.

Sharing performance information is a critical component of any manage
ment process (Katz & Kahn, 1978). The types of performance information
that are gathered and disseminated determine what employees ultimately pay
attention to (llgen, Fisher, & Taylor, 1979; Porter, Lawler, & Hackman,
1975). For example, if information on quality is measured and disseminated
to employees, then employees will pay more attention to quality. Second,
performance information provides feedback to lower echelon employees and
their managers and thus can provide guidance regarding areas for improve
ments (Ashford & Tsui, 1991).

Although important to any organization, performance information is cru
cial in a high-involvement system (Lawler, 1986). Performance information
helps managers to track the progress of lower echelon employees,-depart
ments, or production facilities toward strategically important goals (Milgrom &
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Roberts, 1992). Moreover, the measurement of performance information
makes explicit what outcomes lower echelon employees should target
through their decision making.

Thus, performance information lowers the perceived risk inherent in
involving lower echelon employees by reducing the uncertainty about what
outcomes are expected from those employees. To the extent that lower eche
lon employees are made aware of progress toward performance targets, man
agers will be more confident that employees’ decision making will be used to
fulfill those targets. Thus, the measurement and disseminatiperédr-
mance information will help managers to be more willing to involve lower
echelon employees in organizational decision making.

Hypothesis 2The collection and dissemination of performance information will
increase the likelihood that managers will involve lower echelon employees in
decision making.

Incentives Another mechanism for reducing the risks associated with
trusting actions is incentives. In traditional hierarchical systems, a major
determinant of individuals’ pay is the type of work they do (Miles & Creed,
1995). A high involvement system requires a different reward system, one
that rewards performance rather than the job per se (Lawler, 1992). Such
rewards are termeithcentives Incentives contract on the outcomes of the
employees’ behavior rather than for specific behaviors per se (Eisenhardt,
1989). Incentives work to coalign employee preferences with those of the
organization which reduces the risk of self-interested behavior.

We argue that the use of incentives will help make managers more willing
to involve lower echelon employees in decision making because incentives
decrease differences between employee and organizational goals (Hesterly,
Liebeskind, & Zenger, 1990; Lawler, 1990). They also increase the motiva
tion level of employees to achieve the goals and objectives of the organization
(Blinder, 1990; Levine & Tyson, 1990). Empirical research has indeed shown
that when rewards are tied to performance, employees will adjust their effort
to optimize their own income and simultaneously boost organization per
formance (Cooke, 1994; Lawler, 1986). In effect, incentives enhance
employees’ concern for the organization by more closely tying their fate to
the success of the organization (Miles & Creed, 1995), thus reducing the per
ceived risks associated with empowering employees. Thus, managers will be
more willing to involve lower echelon employees in decision making when
their interests are coaligned with the interests of the organization through
incentives.
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Hypothesis 3The use of performance incentives will increase the likelihood that
managers will involve lower echelon employees in decision making.

In sum, managerial trust in employees and two impersonal substitutes for
trust—performance information and incentives—help managers to be more
willing to involve lower echelon employees in decision making because they
reduce the vulnerability and perceived risk inherent in employee involve
ment. Moreover, as described below, we expect that involvement can enhance
organizational performance.

RELATIONSHIP BETWEEN EMPLOYEE DECISION MAKING
AND ORGANIZATIONAL PERFORMANCE

Prior work has shown that the managerial involvement of lower echelon
employees in decision making has a positive, albeit small, effect on individ
ual performance (e.g., Cotton, Vollrath, Froggatt, Lengnick-Hall, &
Jennings, 1988; Miller & Monge, 1986; Wagner, 1994) and on organizational
performance (e.g., Arthur, 1994; Denison & Mishra, 1995; Hansen &
Wernerfelt, 1989; Kizilos, 1995). Through employee involvement, resources
required to monitor employee compliance (e.g., supervision and work rules)
can be minimized, thus reducing costs (Arthur, 1994). Besides cost consid-
erations, both cognitive and motivational rationales for the performance
effects of such managerial involvement of lower echelon employees in deci-
sion making have been documented in the literature.

From a cognitive perspective, employees often have more complete
knowledge and information about their work tasks than do managers, and are
in a better position to plan and schedule work and to identify and resolve
obstacles to achieving optimal organizational performance (Cooke, 1994). In
today’s fast changing and uncertain environment, organizations face an envi
ronment that is too complex for top levels to make all decisions. Organiza
tions seek to involve employees because they have untapped knowledge,
problem-solving skills, creativity, and effort, which if used through their
involvement in organizational decision making, can lead to enhanced-organ
izational performance (Cooke, 1992). Employees come to understand which
behaviors and task strategies are most effective, which do not work, and how
work processes might be improved (Lawler, 1992). Because employees pos
sess this knowledge, performance can be enhanced when employees are
given a degree of control over their own work (Locke & Schweiger, 1979;
Miller & Monge, 1986).

Increasing the degree to which employees make their own decisions also
may increase performance through enhanced employee motivation. Larger
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latitude in decision making provides employees with greater intrinsic
rewards from work than traditional forms of management (Thomas &
Velthouse, 1990). Bandura (1977, 1986) and Greenberger, Strasser,
Cummings, and Dunham (1989) have argued that more involvement in deci
sion making leads to the belief that there is a predictable relationship between
effort and task-related outcomes. If individuals perceive outcomes as desir
able, they will exert greater effort if they also believe their efforts will lead
directly to increased performance (Conger & Kanungo, 1988). Thus,
involvement increases organizational performance in these cases through its
direct tie to motivation.

Similarly, research on participative decision making has shown that
employees who have a say in the introduction of new work procedures are
motivated to do what is necessary to make them work. Internal work motiva
tion also has been linked to autonomy by researchers investigating outcomes
of various job characteristics (Hackman & Lawler, 1971; Hackman &
Oldham, 1976). Furthermore, employees who have greater choice regarding
how to do their own work have been found to have high job satisfaction and
thus contribute to high performance (Spreitzer, Kizilos, & Nason, 1997).
People who feel they have a degree of control over their work are also less
likely to feel alienated (Seligman, 1975).

In summary, we argue,

Hypothesis 4More managerial involvement of lower echelon employees will be
positively associated with organizational performance.

MEDIATING EFFECT OF MANAGERIAL INVOLVEMENT
OF EMPLOYEES IN DECISION MAKING

Integrating Hypotheses 1 through 4, we argue that managerial involve
ment of lower echelon employees in decision making is expected to mediate
the direct relationship between the three alternative mechanisms for control
(i.e., managerial trust, performance information, and incentives) and-organ
izational performance. In other words, it is through the act of involving
employees in organizational decision making that managerial trust, perfor-
manceinformation, and incentives can influence organizatiorexfqr-
mance. Trust, as a set of beliefs, influences organizational outcomes through
specific behaviors such as delegation (cf. Barber, 1983; Luhmann, 1979;
Mayer et al. 1995). When managers’ trust in lower echelon employees is
translated into those employees being able to take initiative and act autono
mously, such trust is likely to have a significant effect on organizational per
formance. Performance information and incentives are designed so that the
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Figure 1: Theoretical Framework

employees’interests and consequent actions will be in line with those of man-
agers, and so depend on such actions in influencing outcomes. In short, these
alternatives to traditional control mechanisms are believed to affect organiza-
tional performance through the employee behaviors they facilitate or rein-
force. Thus,

Hypothesis 5Managerial involvement of lower echelon employees will mediate
the direct effects of trust, performance information, and incentives on organ-
izaﬂonalpeﬁonnanc%.

To summarize, as indicated by the above hypotheses, the three alternative
mechanisms for control are viewed as antecedent conditions to managers
becoming more willing to involve lower echelon employees in decisiornrmak
ing. In turn, such decision making is hypothesized to be associated with
organizational performance. In this way, the involvement of lower echelon
employees is modeled as a mediating factor in the relationship between the
three control mechanisms and organizational performance. The overall theo
retical framework is illustrated in Figure 1.

METHODS

SAMPLE AND PROCEDURES

Although the theoretical framework may be tested at the level of
manager-employee dyad, we test the framework at the firm level. Because
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much of the research based on employee involvement has been conducted ata
more micro level, we know little about the firm-level effects. Thus, we testthe
framework using data collected from top managers. These managers provide
data on their own level of trust in employees as a whole, as well as on the
firm’s dissemination of performance information and incentives. These man
agers also provide data on the extent to which employees as a whole are
involved in decision making and in the performance of the firm. Data from
top managers are appropriate because the focus of our theoretical framework
is on managers’ willingness to involve employees rather than the extent to
which employees feel involved. In this way, top managers are acting as key
informants who provide information on the total organization in terms of the
variables in the theoretical framework. With this data, we will be able to draw
conclusions about the roles of trust and the two substitutes for managerial
trust as well as managers’willingness to involve lower echelon employees as
a whole.

Survey data were collected from 43 firms in the U.S. automotive industry,
including one of the Big Three firms (Chrysler, Ford, and General Motors).
Only business units of each firm that were classified as suppliers exclusively
to the automotive industry were surveyed. In total, 92 business units in the
United States and Canada were identified, including 21 operating units from
the Big Three firm. Based on analysis of variance, no significant differences
between the 21 business units of the Big Three firm and the other business
units were found for any of the variables in the model. Of the business units,
23% were not unionized; however, analysis of variance revealed that no sig-
nificant differences in means were found between unionized and nonunion-
ized firms on any of the variables in the theoretical framework.

Surveys were sent to all top managers of each business unit, as identified
by the CEO of the organization. To ensure a consistent definition of top man
agers across business units, the head of each business unit was contacted per
sonally by the second author and asked to identify all individuals who
directly reported to this person. Each person participating in the study was
either a functional head (e.g., human resources, manufacturing, finance,
product engineering) or the head of the entire business unit. To encourage
cooperation with the study, each business unit head and CEO was promised a
copy of a feedback report based on the study’s aggregated findings, which
would preserve the anonymity of individual responses. As part of the feed
back report, each organization received confidential feedback comparing
aggregated data from their own organization to averages for the entire
sample.

Surveys were received from all 92 business units, for a 100% response rate
at the business unit level. At the individual level, 517 of 792 surveys were
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returned for a response rate of 65%. Response rate within a given business
unit was uncorrelated with any of the variables in the model. The mean age
for respondents was 47 years, with 27 years of work experience on average.
The average tenure within an organization was 19 years, with 7.2 years being
the average tenure as a member of top management within a business unit. As
is typical for the industry, the vast majority of this sample of top managers
was male (92%), and 89% possessed at least a college degree. Given that our
dependent variable was organizational performance, we aggregated our data
to the business-unit level prior to testing of hypotheses. To be able to assess
the reliability of the respondents prior to aggregation to the level of the busi
ness unit, four business units with less than two respondents were not
included in the analyses.

MEASURES

Data were collected using survey data assessed by multiple top managers
of the firm. To minimize the potential for common method bias between the
different components of the model, the alternative control mechanisms and
managers’ involvement of lower echelon employees (i.e., independent and
mediating variables) were measured with the assessments from half of the
top managers responding from each business unit. In contrast, the perfor-
mance outcomes (i.e., dependent variables) were measured with the assess-
ments from the other half of top managers responding. The assignment of
respondents to assess the two different sets of variables was randomly deter-
mined. In this way, common method bias was minimized.

The survey items for all of the variables are included in the appendix and
were assessed on a 7-point Likert-type scale, where higher values indicate
more agreement with a given item. Performance information and incentives
were measured with items developed for this study to capture the organiza
tional control systems specific to these firms. The performance information
items address issues of common performance assessments such as customer
surveys, internal audits, and benchmarking. The incentive items address rec
ognition and rewards that are part of a performance management system.
Both the performance information and incentive scales achieved acceptable
levels of reliability @ = 0.79 andx = 0.87, respectively).

Managers'trust in employees was measured with 16 items that assess the
four dimensions of trust in the theoretical framework—concern, cempe
tence, reliability, and openness. These items have been shown to have accept
able levels of validity and reliability and were found to load onto a single fac
tor in a factor analysis (Mishra, 1993). The trust construct composed of the
four dimensions achieved a Cronbach alpha reliability of 0.93. The
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mediating variable was measured as the extent to which managers involved
lower echelon employees in decision making. It was measured with three
items that have been shown to have acceptable levels of validity and reliabil

ity (Denison & Mishra, 1995). This employee involvement scale achieved an
acceptable level of reliabilityo(= 0.75). Note that managerial assessments of
employee involvement were used instead of employee assessments because
we were interested in the extent to which managers were willing to make
themselves vulnerable in their working relationships with lower echelon
employees, rather than in employees’ assessments of their actual
involvement.

Results of a confirmatory factor analysis demonstrated adequate discrimi
nantand convergent validity among the independent variables (i.e., trust, per
formance information, and incentives) and mediating variable (i.e., manage
rial involvement of lower echelon employees in decision making). (Specific
results are available from the authors; root mean squared residual = 0.05,
adjusted goodness of fit index = 0.85, comparative fit index = 0.85.)

Organizational performance was assessed with three indicators: labor
productivity, innovation, and employee morale. These outcomes were cho-
sen because they are likely to be influenced by the behavior of employees, in
contrast to other performance measures such as profitability, which are more
likely to be influenced by external factors such as product demand, degree of
competition, and buyer or supplier power. Our choice of organizational per-
formance measures is also consistent with those used in previous research in
this area (Arthur, 1994). Although labor productivity and innovation were
measured with single items (see the appendix for the actual items), employee
morale was measured with three items and attained excellent reliadility (
0.90). The correlation among the three performance measures ranged from
0.35to 0.50.

Prior to aggregation of the multiple respondents for each business unit on
each construct, a test of the interrater reliability among the responding top
managers for each of the survey measures was conducted using the measure
developed by James, Demaree, and Wolf (1984). The interrater reliability of
the involvement of lower echelon employees was 0.77, trust was 0.92, per
formance information was 0.82, and incentives was 0.63. Each of these reli
ability coefficients met James et al.’s criteria for acceptability.

An objective measure of organization size, the total number of employees
in a given business unit, was included as a control variable because previous
research had indicated that unit size was associated with unit performance
differences (Govindarajan, 1988). Thus, business unit size was controlled for
in the analysis.
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RESULTS

Descriptive statistics and correlations for all of the variables included in
the analyses are provided in Table 1. Following James, Mulaik, and Brett
(1983), we used both correlational and path analysis to investigate our
hypotheses. We used path analysis to explore more fully the relationships
among the three control mechanisms, employee involvement, and organiza
tional performance. We ran separate models for each of the different per
formance measures. We now turn to examining the paths representing the
various hypotheses.

HYPOTHESES 1 THROUGH 4

We used ordinary least squares regression analysis to assess Hypotheses 1
through 4. Hypotheses 1 through 3 specify the relationships between the
three alternative mechanisms for control and managerial involvement of
employees. Trust, performance information, and incentives were each pre-
dicted to be positively related to managerial involvement of lower echelon
employees in decision making. In support of Hypotheses 1 through 3, the cor-
relations (see Table 1) indicated that all three were significantly related to
managers’ involvement of employees. The path coefficients between the
three independent variables and managers’ involvement of employees were
consistent with the zero-order correlations (see Table 2), and the overall
equation was significanR = .56,p < .001). Using a one-tailed test of signifi-
cance given that all path coefficients were in the expected direction, signifi-
cant paths (see Figure 1) were found for trst (41,p <.001), performance
information @ =.34,p<.001), and incentiveg(= .19,p < .05). Thus, these
findings provide general support for Hypotheses 1 through 3.

Hypothesis 4 posited a positive relationship between managerial involve
ment of lower echelon employees in decision making and organizational per
formance. Correlational analysis (see Table 1) supported this hypothesis. As
expected, managers’ involvement of employees was found to be positively
related to productivity improvement£ .34,p<.01), innovation(=.39,p<
.001), and employee morale<.35,p<.01). Path coefficients supported the
correlational findings for the three outcome variables, even when the three
independent variables (i.e., trust, performance information, and incentives)
were controlled for (see Table 3 and Figures 2-4). Managers’ involvement of
employees was found to be positively related to productivity improvement
(B=.47,p<.05), innovation = .36,p<.05), and employee moral@ £ .45,

p < .05). These results provided support for Hypothesis 4.
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TABLE 1

Descriptive Statistics and Correlations

Construct Mean SD 1 2 3 4 5 6 7 8
1. Employee
involvement 4.93 .70 (.75)
2. Trustin
employees 5.69 41 B2%**  (.93)
3. Performance
information 5.42 71 5Qrrrk RS Y kil (.87)
4. Incentives 4.01 1.09 RoVikdid AQF*Ex B2Fkxx ((79)
5. Size 2,853 3,699 -.07 .07 .07 .06 (NA)
6. Improved labor
productivity 4.57 1.13 .34%*x 21 .34%xx 24%* .01 (NA)
7. Increased
innovation 3.25 1.10 L3Qrrkk .25%* 3Gk L29%* .06 AQrrr* (NA)
8. Employee
morale 3.72 1.19 .35%*x 21 .33k 19* .10 .36** 5Q¥*xx (.90)

NOTE: NA = not applicable. Cronbach alpha reliabilities are provided in the diagonal.
5. Size figures are number of employees.

*p<.10. *p<.05. **p< .01. **** p < .001, two-tailed test.
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TABLE 2
Regression Analysis of the Direct Effect of Information,
Incentives, and Trust on Employee Involvement

Independent Variable Dependent Variable: Employee Involvement
Information .34xrrk

Incentives 19

Trust in employees N R

R-Square .56

F 36_9****

N 91

NOTE: Beta coefficients are reported.
**p<.05. ***p< . 0l. *** p<.001, one-tailed test.

TABLE 3
Regression Analysis of the Effect of Control Mechanisms
and Employee Involvement on Organizational Performance

Dependent Variable

Independent Variable Labor Productivity Innovation Employee Morale
Performance information -.07 .18 A7
Incentives -.04 .00 =27

Trust in employees 12 -.01 -.03
Involvement AT .36** A5**

Size .04 -.04 .14
R-Square .24 .25 .22

F 3.85%* 4.,03%** 3.54xx

N 68 67 68

NOTE: Beta coefficients are reported.
**p<.05. ***p< 01, *** p<.001, two-tailed test.

These results, coupled with the support for Hypotheses 1 through-3, sug
gest that trust, performance information, and incentives are associated with
the managerial involvement of lower echelon employees and that such risk
taking in involving lower echelon employees is related to the three organiza
tional performance outcomes (innovation, quality, and employee morale).
But further analysis was needed to determine whether managers’ involve
ment of employees mediated the relationship between the three alternative
mechanisms for control and the performance outcomes. We needed to show
that any direct effect of the three control mechanisms on performance was
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Size

Performance
Feedback 04
34%*
19* A47*
« Incentives Employee - Labor
Involvement Productivity
%3l
Mgmt Trust 12
in Employees

R’=.24 F=3.85*

Figure2: Path Diagram of Control Mechanisms, Employee Involvement, and Productiv
ity Relationships
*p<.05. *p<.01. **p<.001.

Size
Performance
Feedback -.04
34+
19 36 -
« Incentives Employee Innovation
Involvement
%3 Sl
Mgmt Trust -.01
in Employees

R*=.15 F=4,03*

Figure 3: Path Diagram of Control Mechanisms, Employee Involvement, and Innova
tions Relationships
*p<.05. *p<.01. **p<.001.

reduced or went to zero when managerial involvement of employees was
entered into the regression equation.
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1 Size
-27
Performance
Feedback 14
34%*
19* 45*
« Incentives Employee @Eyee
Involvement Morale
A1 **%
Mgmt Trust -13
in Employees

R’=.22 F=3.54*

Figure 4: Path Diagram of Control Mechanisms, Employee Involvement, and Employee
Morale Relationships
*p<.05. *p<.01. **p<.001.

MEDIATING EFFECT

We used path analysis to assess Hypothesis 5, the mediating hypothesis.
To ascertain the extent of mediation, we tested the relationships between
(a) the three alternative control mechanisms and organization performance,
(b) the managerial involvement of lower echelon employees and organiza-
tional performance, and (c) the three alternative mechanisms for control and
the managerial involvement of lower echelon employees. Although no direct
effect between the three control mechanisms and organizational performance
was explicitly hypothesized, these effects must be estimated in the -assess
ment of the mediating effect. If no direct effects or reduced direct effects were
found, then we will have support for our mediation hypotheses.

Testing the mediation effect involved three steps (Baron & Kenny, 1986).
The first step entailed computing the correlation between the three alternative
mechanisms for control and organizational performance to ascertain the total
association between the independent and dependent variables. In the second
step, two sets of ordinary least squares regressions were conducted. In the
first set, the managerial involvement of employees was regressed against the
three alternative mechanisms for control. The resulting standardized beta
values represented the path coefficients of the paths from the three alternative
mechanisms of control in relation to managerial involvement of employees.
This regression analysis allowed us to test Hypotheses 1 through 3. In the
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TABLE 4
Regression Analysis of the Three Control Mechanisms
on the Performance Outcomes

Dependent Variables

Independent Variables Labor Productivity ~ Innovation Employee Morale
Performance information .14 .34%* 37+
Incentives .04 .06 .20

Trust in employees 29%* 12 .14

Size -.02 .09 .08
R-Square .16 .20 .15

F 2.90** 3.89%** 2.74%

N 68 67 68

NOTE: Beta coefficients are reported.
**p<.05.**p<.0l. ***p< 001, two-tailed test.

second set of regressions, each organizational performance measure was
regressed against the three alternative mechanisms for control, employee
involvement, and the control variable, size. The standardized beta values rep-
resented path coefficients showing the direct paths from the independent
variables to organizational performance and from managerial involvement of
employees to organizational performance. These regression analyses
allowed us to test Hypothesis 4, that managerial involvement of employees
was related to organizational performance.

When managerial involvement of lower echelon employees was not con-
trolled, several of the mechanisms for control were found to be related to the
three outcome variables (see Table 4). Performance information was found to
be positively related to innovation and employee morale, and trustin employ
ees was found to be positively related to labor productivity, using two-tailed
tests. Using a one-tailed test, the rewards variable also was found to be posi
tively related to employee morale. However, as shown in Table 3, when
managerial involvement of employees was controlled for, the significant
relationships between the three alternative mechanisms for control and the
performance outcomes became insignificant. This suggested support for our
hypothesis that managerial involvement of lower echelon employees medi
ated the relationship between the three alternative control mechanisms and
organizational performance.

The third step in the analysis involved decomposing the correlations
between the three alternative mechanisms for control and organizational per
formance (Alwin & Hauser, 1975; James et al., 1983). The association
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TABLE 5
Decomposition of the Association between
Control Mechanisms and Organizational Performance

Causal Effects

Bivariate Total Covariance Direct Indirect Total

Relationship Spurious (A)  Effect (B) Effect(CP£B+C) (E=A-D)
Trust-productivity 21 12 .19 .31 -.10
Trust-innovation 25%* -.01 .15 14 A1
Trust-morale 21 -.03 .18 15 .06
Information-productivity 347> -.07 .16 .09 .25
Information-innovation L 3Qrrk .18 12 .30 .09
Information-morale .33 17 15 .32 .01
Incentives-productivity .24%* -.04 .09 .05 .19
Incentives-innovation 29%* .00 .07 .07 .22
Incentives-morale .19* =27 .09 -.18 .37

*k p < .05. ***p < 0], *Fxx p < .001.

between the three alternative mechanisms for control and organizational per-
formance was examined using their zero-order correlations and standardized
regression coefficients. The direct effect of the three control mechanisms was
the part of the total effect that was not transmitted by the mediating variable,
managerial involvement of employees. The indirect effect of the three control
mechanisms on organizational performance was the part of the total effect
that was mediated by managerial involvement of employees. The spurious
effect of each of the three control mechanisms was due to its unanalyzed cor
relations with all remaining independent variables (Prescott, Kohli, &
Venkatraman, 1986). These analyses allowed us to further examine Hypothe
sis 5, the extent to which the managerial involvement of employees mediated
the relationship between the three control mechanisms and organizational
performance. Once the direct and indirect effects were obtained, the spurious
effects could be calculated by subtracting the causal effects from the eorrela
tion coefficients. This analysis allowed us to identify the specific nature of
the relationships between the three alternative mechanisms for control, the
managerial involvement of employees, and organizational performance.
Table 5 broke down the covariance between the three independent vari
ables and the three organizational performance variables into direct, indirect,
total, and spurious effects. ColumiD'E B + C)” indicated which of the three
alternative mechanisms for control had the strongest influence on each of the
outcome variables. These results indicated that although trust was most
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important in improving levels of productivity (total effect is .31), perfor-
mance information was most important for achieving both high levels of
innovation (total effect is .30) and morale (total effect is .32). Compared to
the other two alternative mechanisms for control, incentives played a much
less important role in achieving any of the three outcome variables. As such,
the moderate spurious calculationsin Table 5, Colur+='A - D)indicated

that there was still substantial unexplained variance in the relationships
between incentives and the outcome variables and between performance
information and the productivity outcome. However, our purpose was not to
reproduce the correlation matrix but to understand the comparative centribu
tion of direct and indirect effects (cf. Ancona & Caldwell, 1992). Thus, these
results helped us better understand the magnitude of the relationships among
the three alternative mechanisms for control and managerial involvement of
lower echelon employees in decision making.

DISCUSSION

Overall, the results indicate support for the theoretical framework linking
trust, performance information, and incentives to an increased willingness on
the part of managers to involve lower echelon employees in decision making
and ultimately to organizational performance. First, in support of Hypotheses
1 through 3, we found that all three alternative mechanisms for control had
significant relationships with the managerial involvement of employees.
These findings suggest that managers were not likely to involve lower eche-
lon employees unless performance information was measured and dissemi
nated, unless incentives were used to coalign employee interests to those of
the organization, or unless managers had trust in lower echelon employees.
These findings are consistent with Cooke’s (1994) research on employee
involvement in unionized firms, Lawler’s (1990) work linking incentive pay
systems to employee involvement, and Leana (1986) and Schoorman et al.'s
(1996) work that found that trust contributed to delegation.

Second, in support of Hypothesis 4, higher levels of managerial inrvolve
ment of employees were found to be associated with all three measures of
organizational performance. Managers’ involvement of lower echelon
employees in decision making was found to be related to increased produc
tivity, more innovation, and enhanced employee morale. Given the efforts to
minimize common method bias by using one set of respondents to assess the
performance outcomes and another set of respondents to assess the independ
ent and mediating variables, the magnitude of these relationships was quite
strong. These results confirmed some of the real organizational benefits of
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managerial involvement of employees that are specified in the literature
(Bowen & Lawler, 1992; Kizilos, 1995).

Third, in support of Hypothesis 5, managerial involvement of lower eche
lon employees in decision making was found to mediate the relationship
between the three alternative mechanisms for control and organizational per
formance. These findings suggest that trust, performance information, and
incentives affected performance when they were accompanied by involving
lower echelon employees in decision making. In other words, trust, perfor-
mance information, and incentives must be employed in tandem with-a will
ingness of managers to involve lower echelon employees in decision making
to achieve desired performance effects. The results also indicated that trust
and performance information had the highest magnitude effects on the per
formance outcomes, substantially more so than incentives.

CONTRIBUTIONS OF THE RESEARCH

This study may contribute to the organization studies literature in several
ways. First, Daft and Lewin (1993) have called for research on new para-
digms of management that rather than emphasizing centralized control on the
part of management, emphasize greater trust and involvement of all levels of
employees. However, practitioners and scholars have argued that one reason
why employee involvement has not experienced more widespread adoption
(Lawler, Mohrman, & Ledford, 1995) is managers’fear of losing control over
subordinates (Klein, 1984). Some managers see the involvement of lower
echelon employees as encompassing too great a risk, a fear of losing control.
Managers fear that lower echelon employees, when involved in decision
making, will actin their own best interests rather than for the good of the firm
(Eisenhardt, 1989). Unfortunately, the research literature provides few theo
ries and models that elucidate alternatives to traditional, hierarchical control
mechanisms such as monitoring (Daft & Lewin, 1993).

If our understanding of how flexibility and coordinated individual initia
tives are to be achieved within and across organizations, new theories of con
trol that de-emphasize unilateral power and dependence inherent in
command-and-control systems (Aktouf, 1992; Alvesson & Willmott, 1992;
Miles & Creed, 1995) need to be tested and refined. This research provides a
small step in that direction. It offers several alternative mechanisms te tradi
tional control systems, such as monitoring, that may enhance managers’ will
ingness to make themselves vulnerable in their relationship with lower eche
lon employees. These mechanisms may enhance the willingness of managers
to make themselves vulnerable in their relationships with lower echelon
employees through acts such as delegation or empowerment.
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Second, research on employee involvement has clearly lagged behind
practice (Ledford & Lawler, 1994). Although extensive research has begunto
examine the individual and organizational outcomes of managers delegating
decision-making discretion to lower echelon employees (e.g., Wagner,
1994), little empirical research has focused on the antecedent conditions that
make managers more willing to accept the inevitable vulnerability that
comes with delegating decision-making authority. Cotton et al. (1988) call
for a richer, more contextual understanding of employee involvement; we
respond with an empirical examination of a theoretical framework articulat
ing several alternative mechanisms for control, which may help managers
become more willing to involve lower echelon employees in organizational
decision making. These mechanisms may serve to reduce the managerial risk
inherent in employee involvement and may enhance the potential for per
formance outcomes to be achieved. To our knowledge, no research has simul
taneously examined both antecedents and outcomes of employee
involvement.

This research also contributes to the growing literature on the role of trust
in organizational behavior (Hosmer, 1995; Mayer et al. 1995). Several schol-
ars have conceptualized trust at the organizational level as multidimensional
(Barber, 1983; Hart & Saunders, 1997; Mishra, 1996). To our knowledge,
this study is the first to operationalize a multidimensional conceptualization
of trust and to relate it to organizational performance outcomes. This study is
also among the first to explore the larger nomological network of trust in the
workplace. It looks at the relationship between trust and several impersonal
substitutes for trust in relation to managerial risk taking as operationalized as
the managerial involvement of lower echelon employees in decision making.

In this way, the article begins to empirically examine several of the key
linkages in the comprehensive theoretical model of trust offered by Mayer et
al. (1995); this article examines the relationship between managerial trust,
managerial risk taking in relationships (conceptualized as managerial
involvement of lower echelon employees in decision making), and eventual
outcomes of such trusting behaviors. This work is important because it is
among the first to empirically distinguish trust as a willingness and belief
from actual acts of trust that place the individual in a vulnerable position.
These trusting actions have been variously labeled trusting behavior (Lewis
& Weigert, 1985), risk-taking (Deutsch, 1973), or risk-taking in relationship
(Mayer et al., 1995), but they rarely have been empirically examined inde
pendent of trust as a willingness and belief.

A final contribution of this research is that it suggests some extensions of
agency theory to the employer-employee relationships. Although agency
theory applies to a variety of macro- and microlevel issues, within
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organizations, it primarily has been used to investigate only certain types of
agents, typically boards of directors (Fama & Jensen, 1983) or top executives
(Eccles, 1985) rather than lower echelon employees. Agency theory argues
that incentives may be most appropriate in systems in which managers have a
relatively complete knowledge of the transformation process (inputs to out
puts) and the ability to effectively measure employee outputs (Arthur, 1994).
These conditions enable employers to directly reward employee behavior. In
the absence of these conditions, which is more likely in today’s fast-changing
global environment (Daft & Lewin, 1993), trust and sharing performance
information may be more efficacious mechanisms for aligning employee
interests with those of the firm (Barney & Hansen, 1994), as our results have
suggested.

Furthermore, incentives require employees to bear additional risk in the
exchange relationship (Arrow, 1985). Particularly in the context of centin
gent work forces (Kramer & Tyler, 1996; Rousseau, 1995) and of frequent
downsizings (Cameron et al., 1993), employees may become increasingly
risk averse and unwilling to reveal their full potentiality, where doing so may
mean more effort in the short run and possible job loss based on process
improvements in the long run. Thus, this research supports recent arguments
in agency theory that calls for examining traditional control mechanisms in
conjunction with trust (Barney & Hansen, 1994). As noted by Simons (1995),
most effective organizations do not rely on one set of mechanisms for control
but rather rely on several that work in concert to create a system that supports
employee involvement in a way that minimizes the potential for opportunis-
tic behavior on the part of lower echelon employees.

IMPLICATIONS FOR PRACTITIONERS

Although employee involvement in decision making has become increas
ingly prevalent amongortune1000 firms (e.g., Lawler et al., 1995), con
cerns still remain about the potential for opportunistic behavior by lower
echelon employees who have been delegated decision-making authority
(Pfeffer, 1994). How can employee self-interest be balanced with the €ollec
tive interests of top management and the shareholders they are supposed to
represent (Berlew, 1986; Culbert & McDonough, 1986)? How do senior
managers maintain control when lower echelon employees are encouraged to
use their own discretion in performing their work (Simons, 1995)?

A key issue for effective employee involvement is how to ensure that
employees will behave in the best interests of the organization and not shirk
(Levine & Tyson, 1990) when managers do not have complete knowledge or
control of the employees’actions (Cotton, 1993). Any potential benefits from
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greater employee involvement in decision making require that employee
interests be aligned with organization interests (Ogden, 1992). In this article,
we suggest that trust and two substitutes for trust (performance information
and incentives) work to align employees to the goals of the organization. As
Lawler (1992) argues, “Simply sharing power with low-level employees in
organizations is both foolish and dangerous. without giving them the
knowledge and information to make good decisions and without holding
them accountable through reward systems” (p. 58).

Our findings suggest that trust and the two substitutes for trust are related
to a greater willingness of management to involve employees in decision
making. Trust acts a social lubricant in the relationship between managers
and lower echelon employees. Managers trust employees when they believe
that employees are competent to make good decisions, concerned about the
needs of the organization, reliable, and open to sharing sensitive information.
But trust takes a long time to develop and can be easily broken by a brazen act
on the part of either managers or lower echelon employees. Consequently, it
may make sense for organizations to simultaneously use one or both of the
substitutes for trust examined in this article. Incentives help to align
employee self-interest with the goals of the organization. They tie lower
echelon employees’financial success to the performance of the organization.
Performance information provides direction to employee behavior. It also
can provide feedback to employees to ensure that their actions are aligned
with the needs of the organization. Thus, each of these mechanisms helps to
reduce the potential for opportunistic behavior that is not aligned with the
goals of the organization.

These findings provide some insights on the paradox that today’s manag
ers increasingly face—the need to foster employee involvement while limit
ing opportunistic behavior on the part of employees. In other words, how can
managers begin to give up control to lower echelon employees without losing
control? Clearly, alternatives to traditional control mechanisms such as trust
or trust substitutes are critical in helping management to resolve this
dilemma.

LIMITATIONS OF THE STUDY AND
DIRECTIONS FOR FUTURE RESEARCH

In spite of its potential contributions to the literature, this research has a
number of limitations and raises a number of questions for future research.
First, it is not clear how the findings will generalize to different contexts and
industries. The auto industry is cyclical and has had significant declines in
employment in the last decade. It is also not clear how the findings would
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generalize to firms in the automotive industry outside of the United States.

For example, Japanese automotive firms have traditionally placed a higher
premium on trust than have U.S. firms. Given the less adversarial nature of
relationships within Japanese firms, trust may have a less positive effect on
organizational performance than found for this sample, because it is more
prevalent within Japanese organizations. Clearly, future research must repli

cate these findings in other industry contexts.

Second, because of the cross-sectional design of the research, we cannot
assess true causality between the alternative mechanisms for control and
managerial involvement of lower level employees. It may be that such acts of
vulnerability on the part of managers enhances managers’ propensity to pro
vide performance information, to offer incentives, and to trust employees.
Clearly, trust can be developed only over time through interactions-(Luh
mann, 1979). Future research must employ longitudinal field studies or
experimental designs to tease out the causal relationships among the control
mechanisms and the managerial involvement of lower echelon employees.

Third, a limitation of the research is that we collected data from only top
managers and not lower echelon employees. Itis possible that senior manag-
ers have a more positive view of morale than do lower echelon employees.
However, given their broad perspective, we do feel that they provide a more
valid assessment of organizational performance in terms of productivity and
innovation than can lower-level employees. We also believe that in our efforts
to ensure anonymity among our respondents, we have encouraged frank
responses to the survey questions, including employee morale.

In addition, although the focus of this research was on how managerial
trust facilitates managers’ involving lower echelon employees in decision
making, employee trust also may enhance lower echelon employees’willing
ness to take part in organizational decision making (Mayer et al., 1995). If
decision outcomes are negative, the employee is likely to be held accountable
(Schoorman et al. 1996). Future research must assess the relevant antece
dents to employee involvement from the perspective of lower echelon
employees. Such a study would require lower echelon assessments of their
trust in management and the extent of involvement that lower echelon
employees actually experience (Marchington, Wilkinson, Ackers, & Good
man, 1994).

Fourth, our dependent variables were measured subjectively. Labkor pro
ductivity and innovation were measured by single-item measures. Based on
extensive interviews with executives in the automotive industry prior te con
ducting our survey research (Mishra & Mishra, 1994), strong consensus
existed as to how labor productivity improvement was assessed: reduction in
the number of hours per unit. Not surprisingly, less consensus existed as to



Spreitzer, Mishra / GIVING UP AND NOT LOSING CONTROL 181

how innovation was evaluated, but most typically was defined in terms of the
number of new products or new manufacturing processes introduced in a
given year. Although the measure of innovation was left purposely broad to
capture these different elements, it is not clear which elements are related
most strongly to involvement.

Finally, employee involvement comes in many different forms, from self-
directed work teams (Cohen et al. 1996) to suggestion systems and quality
circles (Lawler, 1986). More intensive forms of employee involvement are
likely to have stronger influences on organizational performance (Lawler,
1992). Although our data set is not able to identify the specific types of
employee involvement implemented in each organization, this is clearly an
important area for future research. More intensive forms of involvement are
likely to require even higher levels of trust.

In conclusion, this article provides an initial understanding of the role that
managerial trustin employees, performance information, and incentives play
in enhancing managers’ willingness to involve lower echelon employees in
decision making. Itis our hope that this initial research linking these alterna-
tive mechanisms for control and managerial acts of vulnerability with per-
formance data provides the stimulus for future research integrating these
concepts.

APPENDIX
Survey Measures

Managerial involvement of employees in decision making
Most employees in our organization are highly involved in their work.
Decisions in our organization are usually made at the level at which the best
information is available.
Working in our organization is like being part of a team.

Trust
“I trust that employes. . .”
Are completely honest with me. (openness)
Place our organization’s interests above their own. (concern)
Will keep the promises that they make. (reliability)
Are competent in performing their jobs. (competence)
Express their true feelings about important issues. (openness)
Care about my well-being. (concern)
Can contribute to our organization’s success. (competence)
Take actions that are consistent with their words. (reliability)
Share important information with me. (openness)
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Care about the future of our organization. (concern)

Can help solve important problems in our organization. (competence)
Have consistent expectations of me. (reliability)

Would make personal sacrifices for our organization. (concern)
Would acknowledge their own mistakes. (openness)

Can help our organization survive through the 1990s. (competence)
Can be relied on. (reliability)

Performance information
We use several types of quality assessments (such as benchmarks, independent
evaluations, customer surveys, internal audits) to measure our quality
performance.
The types of quality data collected and our analyses of them are continually
improving.
We gather data, analyze it, and disseminate it throughout our organization.

Rewards
Rewards and recognition are given to our employees forimprovement, not just for
achieving a goal or target.
Awards, ceremonies, and/or other recognition are provided to individuals and
teams who provide outstanding customer service.
We have well-defined recognition and reward systems to acknowledge group and
individual quality improvements.

Organizational performance
Productivity
Labor productivity has improved.
Innovation
Experimentation and innovation have decreased among employees.
(reverse coded)
Employee morale
Conflict is increasing among our employees. (reverse coded)
Morale is decreasing among employees in our organization. (reverse coded)
Criticisms and complaints by employees directed at management team
members are increasing. (reverse coded)

NOTE: All items were measured using 7-point Likert-type scales.

NOTES

1. Ourarticle focuses on the general involvement of employees by their managers in decision
making within an organization. We do not focus our theory on a specific level of management
and employees (such as first-line supervisors and assembly-line workers); instead, the involve
ment of lower echelon employees can reflect employees at almost every level of the organiza
tion, who are involved in decisions that were previously restricted to their managers.
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2. Although we expect employee involvement to mediate the effects of trust and the two sub
stitutes for trust on organizational outcomes, we do not necessarily expect complete mediation.
Trust, incentives, and performance information may have independent effects on organizational
performance, in addition to the mediating effects that we specify in this article. However,
because some prior research has already addressed the direct effects, we focus our theory on the
mediating effects of the involvement of employees in decision making.
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