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The Effects of Span of Control and Temporal Disaggregation
of Performance Reports on Discretionary Performance
Evaluations

Razvan S. Ghita
University of Southern Denmark

Victor S. Maas
University of Amsterdam

ABSTRACT: Span of control and temporal disaggregation of performance reports are two important control system
elements that jointly determine the benchmarks that managers have available when evaluating employees’ performance.
Using an experiment, we investigate whether widening managers’ span of control and temporally disaggregating
performance reports affect managers’ evaluation decisions. We predict and find that managers with a wider span of control
evaluate their best performing employees more favorably and their worst performing employees less favorably. We also
find that disaggregating performance reports, i.e., providing quarterly performance figures in addition to annual
performance figures, has a negative effect on managers’ evaluations of their best performing employees, but only when
their span of control is wide. We discuss the implications of our findings for management accounting research and practice.

Data Availability: The data and research instrument are available from the authors upon request.
JEL Classifications: M10; M40; M50; D91.

Keywords: benchmarks; discretion; performance measurement; presentation formats; span of control; subjective
performance evaluation; temporal disaggregation.

I. INTRODUCTION

n most organizations, managers have substantial discretion when evaluating the performance of employees and
deciding about rewards such as bonuses, salary increases, and promotions (e.g., Bol 2011; Bol, Kramer, and Maas
2016). These discretionary performance evaluations inherently encompass comparisons. For example, managers
can, explicitly or implicitly, compare an employee’s performance to this employee’s own prior performance, to the per-
formance of a specific other employee, or to the average performance of all employees in the same unit. Existing research
suggests that the selection of benchmarks for comparison varies across firms and individual managers (e.g., Murphy and
Cleveland 1995; Chun, Brockner, and De Cremer 2018; Chan and Lill 2023).l However, prior research has not
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! Some firms require managers to compare employee performance to specific predetermined targets (Feichter, Grabner, and Moers 2018; Hyun,
Matéjka, Oh, and Ahn 2022). Our study focuses on settings without such explicit performance targets in which managers have full discretion when
assessing employees’ performance. Such settings are common in practice (Murphy and Cleveland 1995; Bol 2011; Bol and Smith 2011).
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examined which control system features determine this variation. Understanding how control systems influence which
information managers use when evaluating employees’ performance is important because performance evaluations
affect employee behavior and ultimately firm value.

We develop theory that suggests that two characteristics of an organization’s control system, managers’ span of con-
trol and the level of temporal disaggregation of performance reports, determine which information managers will use
and will therefore influence how employees are evaluated and rewarded. Span of control refers to the number of employ-
ees under a manager’s direct supervision (Hannan, Rankin, and Towry 2010; Guo, Libby, Lui, and Tian 2020). We pro-
pose span of control affects discretionary performance evaluations because it determines the availability of
interemployee performance information. Managers with a wider span of control have the opportunity to compare an
employee’s performance with that of a larger set of peers. We argue that this will cause managers to place more weight
on the relative standing of an employee such that, for the same absolute performance level, strong performers will
receive higher evaluations and weak performers will receive lower evaluations from managers with wider spans of
control.

Temporal disaggregation refers to the level of temporal detail provided about an employee’s performance.
Although some firms provide managers with highly temporally aggregated information, for example, total performance
for the year, other firms report more disaggregated temporal information, such as performance on a quarterly or
monthly basis (e.g., Hopwood 1972; Abdel-Maksoud, Dugdale, and Luther 2005; Casas-Arce, Lourengo, and Martinez-
Jerez 2017). The level of disaggregation determines how much intraemployee performance information is available to
managers. We propose that the larger number of intraemployee performance signals that is available to managers in
firms that use more disaggregated reports will cause them to shift their focus from the overall performance level to inter-
mediate signals that stand out as particularly negative. As a result, we expect managers to evaluate both strong and
weak performing employees less favorably when information is more disaggregated.

We also consider the joint effect of span of control and temporal disaggregation. We argue that managers who
receive a relatively large number of both interemployee and intraemployee performance signals will simplify their evalua-
tion decision by mostly focusing on a single type of comparison. For strong performing employees, interemployee com-
parisons will increase their evaluations but intraemployee comparisons will decrease their evaluations. In this case, we
expect that the joint effect depends on which of the two types of comparisons managers will partially ignore. For the
weak performers, both interemployee comparisons and intraemployee comparisons have a downward effect on manag-
ers’ performance evaluations. If managers partially ignore one type of unfavorable comparison, the negative effect of
either comparison will be weaker when managers can also make the other comparison. Consequently, we predict that
there will be an interaction effect of span of control and temporal disaggregation on the evaluations of weak performers.

To test our theory, we use an experiment. In the experiment, participants acting as managers evaluate hypothetical
employees. We examine how their evaluations are affected by their span of control and the aggregation level of the per-
formance reports they receive for each employee. We find support for our prediction that discretionary evaluations are
affected by managers’ span of control. Specifically, strong performers receive higher evaluations and weak performers
receive lower evaluations from managers with wider spans of control. Although we expected that temporal disaggrega-
tion would affect the evaluations of all employees regardless of their relative performance, we find that disaggregation
only negatively impacts the evaluations of the strong performing employees when span of control is wide.

Our study provides some important insights for management accounting research and practice. First, we contribute
to the discretionary evaluation literature by investigating how managers’ span of control affects discretionary perfor-
mance evaluations. Our results suggest that when companies decide to “flatten their organization” (Hannan et al. 2010),
managers provide more (less) favorable evaluations to strong (weak) performing employees. Existing research in
Human Resource Management has found mixed results when examining the effect of managers’ span of control on the
average evaluations of the employees under their supervision (Judge and Ferris 1993; Lahuis and Avis 2007; O’Neill,
Goffin, and Gellatly 2012; Ellington and Wilson 2017). However, these studies did not consider that span of control
may have different effects on the ratings of strong and weak performers. Our findings shed new light on the relationship
between span of control and evaluation outcomes and help explain the mixed results in the prior literature by showing
that the effect of span of control on evaluations depends on the relative performance of employees. The finding that
managers’ span of control affects their discretionary evaluations is also important because within organizations some
managers likely have more subordinates than others. Comparing managers’ ratings of their employees while ignoring
variation in managers’ span of control may therefore lead to inaccurate and unfair personnel decisions (Bock 2015;
Kahneman, Sibony, and Sunstein 2021).

We also contribute to the literature on aggregation in accounting. Whether more disaggregated accounting reports
improve valuation models and, more generally, users’ judgments and decisions is a question that has occupied account-
ing researchers for decades (e.g., Lev 1968; Ronen and Falk 1973; Otley and Dias 1982; Ohlson and Penman 1992;
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Amir 1996). In our paper, we tackle a different but related question: whether providing more disaggregated reports
affects managers’ discretionary evaluations of their employees. It has been argued that more aggregated reports are
more informative about employees’ relative performance levels and that not too much weight should be placed on
interim reports (e.g., Luft 2009; Hannan, McPhee, Newman, and Tafkov 2019). We develop theory that managers will
nevertheless consider employees’ performance levels in subperiods and that as a consequence their ratings will be
affected by fluctuations in employee performance over time. The results of our experiment do not support this general
prediction, potentially indicating we should not be overly concerned about disaggregated performance reports causing
bias in discretionary performance evaluations.

II. BACKGROUND AND HYPOTHESIS DEVELOPMENT

Background

Organizations often provide managers with discretion when evaluating the performance of employees because this
allows these managers to incorporate unanticipated and unverifiable information in evaluation decisions (Bol 2008).
Discretion comes in various forms, including the option to override formula-based evaluations (Bol, Hecht, and Smith
2015), the opportunity to subjectively attach weights to available performance measures (Libby, Salterio, and Webb
2004), and fully subjective performance appraisals (Bol 2011; Bol et al. 2016). Our paper focuses on settings in which
managers are given full discretion when evaluating employees, i.e., settings in which managers do not need to follow a
prescribed method but have complete freedom in translating observed employee performance into formal performance
ratings or rewards.>

Evaluating performance inherently means making comparisons between observed performance levels and one or
more benchmark performance levels. In absence of explicitly provided reference points such as pre-established targets,
managers will, explicitly or implicitly, select their own benchmarks. Two important sources of benchmark performance
levels are the performance of employees’ direct colleagues and employees’ own past performance. In other words, when
evaluating the achievements of an employee, managers tend to make two types of comparisons: (1) interemployee com-
parisons, where they compare how well employees are performing in comparison to their peers; and (2) intraecmployee
comparisons, where they examine how employees’ performance varies over time (Zell and Alicke 2009; Chun et al.
2018).

Whether interemployee and intraecmployee information is available to managers, and therefore has the potential to
influence their performance evaluations, depends on two core characteristics of an organization’s control system: man-
agers’ span of control and the level of temporal disaggregation of performance reports. First, the availability of informa-
tion for interemployee comparisons depends on the span of control of managers. A manager who needs to evaluate a
relatively large number of employees will use peer comparison differently than a manager who only needs to assess the
performance of a few employees. Surveys indicate that managers’ spans of control range from one to over 30 (Davison
2003; Topp and Desjardins 2011; Deloitte 2015). Moreover, due to technological advancements, it has become much
easier for organizations to widen managers’ span of control (Garicano 2000; Dixon, Hong, and Wu 2021) and, as a
result, to reduce managerial personnel costs (Acharya, Lieber, Seem, and Welchman 2017). Existing research in account-
ing and management suggests managers’ span of control can affect their judgments and decisions. For example, using
an experiment, Hannan et al. (2010) show that managers with a wider span of control are more critical when evaluating
subordinates’ budget proposals and more likely to reject proposals that they believe contain excessive slack. More
closely related to our research, several field studies (Judge and Ferris 1993; Lahuis and Avis 2007; O’Neill et al. 2012;
Ellington and Wilson 2017; Gong, Boh, Wu, and Kuo 2021) have looked into the effects of span of control on perfor-
mance evaluations. The results from these studies are mixed. Although Gong et al. (2021) and O’Neill et al. (2012) find
a positive association between managers’ span of control and their employees’ evaluations, Ellington and Wilson (2017),
Judge and Ferris (1993), and Lahuis and Avis (2007) find that span of control is not associated with employees’ ratings.
Notably, none of these studies differentiate between the ratings of strong and weak performers. Instead, they look at the
possible effect of span of control on the cross-sectionally average performance rating.

Second, the availability of information for intraemployee comparisons depends on the temporal disaggregation of
performance information. We define temporal disaggregation as the level of temporal detail provided about an employ-
ee’s performance. For example, assuming an evaluation period of a year, the highest level of aggregation would be a

2 . . . . . .

< Our paper focuses on employee performance evaluations (ratings) provided by managers. Evaluation outcomes are almost always associated with
explicit or implicit rewards, such as bonuses, salary increases, and promotions. Thus, in our experiment, we operationalize performance evaluation
by requiring managers to assign monetary rewards to employees.
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report about an employee’s performance at the end of the year that contains a single summary measure of performance.
At the other—disaggregation—extreme, the manager might receive a report at the end of the year that contains more
detailed information about employee performance on a weekly or daily basis. More disaggregated reports provide man-
agers with more signals about employee performance and thus allow them to compare employee performance in differ-
ent periods of time.

No study that we are aware of has examined the effect of temporal disaggregation of performance information on
discretionary performance evaluations of employees. However, the financial accounting literature has examined how
investors’ judgments about firm performance are affected by the availability of interim performance reports. The main
insight from this literature is that providing investors with disaggregated information does not necessarily improve the
accuracy of their judgments. For example, Pitre (2012) found that investors’ earnings predictions were less accurate
when they received more temporally disaggregated reports because cognitive limitations made it difficult for these invest-
ors to process the additional information in an optimal way. Similarly, Koonce and Lipe (2017) show that investors pro-
vided with disaggregated performance reports tend to use a counting heuristic when evaluating a firm’s performance,
where they do not process all granular information but instead count the instances in which the firm beat expectations.

Accounting researchers have also studied other forms of (dis)aggregation, such as aggregation of line items, e.g.,
reporting a small number of broad expense categories versus a large number of narrow expense categories (Ronen and
Falk 1973; Harvey, Rhode, and Merchant 1979) and aggregation of contributions of individual agents, units, or business
segments (e.g., Otley and Dias 1982; Feltham, Hofmann, and Indjejikian 2016; Bens, Monahan, and Steele 2018). One
research stream that is particularly relevant to our study is the management accounting literature that examines how
managers who receive multiple signals about different aspects of an employee’s performance integrate these signals into
one overall performance evaluation. This literature suggests that managers tend to use a dimensional information proc-
essing strategy, meaning that they focus on different dimensions of performance one at a time instead of making one
holistic evaluation judgment (Bailey, Hecht, and Towry 2011). In addition, a general conclusion from this research is
that the integration process is affected by biases and heuristics, such that managers who receive more detailed (i.e., dis-
aggregated) information do not necessarily make more accurate evaluation judgments (e.g., Lipe and Salterio 2000;
Ittner, Larcker, and Meyer 2003; Libby et al. 2004; Bol and Smith 2011; Kaplan, Petersen, and Samuels 2012; Maas
and Verdoorn 2017; Kaplan, Petersen, and Samuels 2018).

In summary, prior literature suggests that the number of signals available for interemployee and intraemployee
comparisons can affect performance evaluation judgments. Building on this general insight, we develop theory on how
span of control and temporal disaggregation affect managers’ evaluations of the performance of their employees. When
developing our theory, we consistently differentiate between the evaluations of strong and weak performing employees.

Hypothesis Development

Managers generally try to be accurate when evaluating employee performance (Golman and Bhatia 2012; Maas,
van Rinsum, and Towry 2012; Chan 2018). This interest in accurate evaluations is partially driven by managers’ concern
for relative fairness, i.e., they want to provide evaluations and rewards that accurately reflect employees’ performance
compared to their peers (Maas et al. 2012; Bol et al. 2015; Bol et al. 2016). Because of this concern for relative fairness,
managers will likely avoid giving exceptionally high or low ratings unless they have sufficient evidence that employees’
performance is truly exceptional (Golman and Bhatia 2012; Bol et al. 2016).

When evaluating the performance of employees, managers with a wider span of control will have more reference
points available for interemployee comparisons.® Thus, they likely have a more complete and accurate picture of the dis-
tribution of possible employee performance levels in their unit. We expect that this has an effect on how these managers
evaluate individual employees. Specifically, we propose that relatively high performing employees will receive more
favorable evaluations as the span of control of their manager widens, whereas relatively low performing employees will
receive less favorable evaluations if their manager has a wider span of control.

For managers of small teams, it will be difficult to assess whether the high and low performing employees in their
team are truly exceptional. For example, suppose a manager evaluates two employees. Although one employee may per-
form substantially better than the other, it is possible that if the team were larger, it would become apparent that both

3 Obviously, managers can also compare the performance of their own employees with the performance of employees working elsewhere in the organi-
zation, or even in other firms. Thus, in principle, both managers with wide and narrow spans of control can access a large set of interemployee refer-
ence points. However, collecting and appraising information about employee performance typically requires much time and effort (Maas et al. 2012),
and, moreover, more distant comparisons are likely seen as less relevant because of differences in working conditions, variation in rating scales, etc.
Thus, we expect that managers with a wider span of control will make more interemployee comparisons than managers with a narrower span of
control.
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employees are actually average performers, or that both are top performers or weak performers. As managers’ span of
control widens, it will become clearer to them whether the performance levels of the best and worst employees in their
team are in the tails of the distribution of possible performance levels. Managers will therefore be more comfortable giv-
ing low ratings to weak performers and giving high ratings to strong performers. This reasoning leads to our first two
hypotheses:

Hla: Managers’ span of control has a positive effect on their evaluations of the best performing employees.
H1b: Managers’ span of control has a negative effect on their evaluations of the worst performing employees.

Next, temporal disaggregation of performance information facilitates temporal intraemployee comparisons because
it gives managers more information about the variability over time in employees’ performance. Importantly, when
reports are more disaggregated, managers will observe more signals of exceptionally good and bad performance. This is
because less aggregated performance signals are noisier (e.g., Arya and Glover 2014) and because factors such as fatigue
and physical and mental health cause employees’ effort to vary over time (Fritz, Ellis, Demsky, Lin, and Guros 2013;
Pencavel 2015; Collewet and Sauermann 2017). To illustrate, a manager who observes performance aggregated at a
weekly level will note that there are weeks—or sequences of weeks—in which performance stands out favorably or unfa-
vorably. For a manager who only observes performance aggregated at a yearly level, these performance fluctuations
during the year are hidden, as both noise and controllable factors tend to reverse to their mean over time, such that their
effects are canceled out.

Of course, managers can just ignore the performance levels in specific weeks and focus only on the aggregate perfor-
mance level for the year. Note that this would imply that managers give equal weight to each intermediate performance
signal. We predict, however, that managers will not ignore employees’ performance levels in subperiods but will instead
compare employees’ performance across such subperiods, and place disproportionate weight on performance signals
that are below average, compared to signals that are above average.

Existing research in psychology and accounting shows that people tend to give more weight to negative information
than to equal-in-magnitude positive information. This tendency, which has been labeled the “negativity bias,” has been
observed in many different settings (Baumeister, Bratslavsky, Finkenauer, and Vohs 2001; Rozin and Royzman 2001).
Importantly, one setting in which judgments and decisions are likely to be affected by negativity bias is discretionary
performance evaluation (DeNisi, Cafferty, and Meglino 1984; M. Brannick and J. Brannick 1989; Ganzach 1995). The
reason is that “a single negative instance of poor performance, amid generally positive instances of performance, has
greater impact on lowering evaluations than a single positive instance has on raising them” (DeNisi et al. 1984, 383).
Consistent with this, Kaplan et al. (2012, 2018) argue and find that managers who evaluate an employee who performs
above target on some measures and below target on other measures, weigh the measures on which the employee under-
performs more heavily in their overall evaluation.

We propose that the negativity bias also extends to performance evaluations without explicit performance targets.
In absence of explicit targets, performance signals will be seen as positive or negative based on how they compare to
other available performance signals. Managers who receive more disaggregated reports will make intraemployee com-
parisons, where they evaluate an employee’s performance across different subperiods. As reports become more disaggre-
gated, managers will generally observe more signals that are clearly below each employee’s average performance. If,
consistent with the negativity bias, managers weigh these below-average performance signals more heavily than above-
average performance signals, we should expect the overall evaluation of an employee to be lower when performance
reports are more disaggregated. Notably, this prediction holds regardless of the average level of performance of the
employee. That is, independent of whether the employee performs stronger or weaker than their peers on average, disag-
gregation of their performance over time will reveal that they did better in some periods than in others. We therefore
test the following two hypotheses.*

H2a: Temporal disaggregation of performance information has a negative effect on managers’ evaluations of
their best performing employees.

H2b: Temporal disaggregation of performance information has a negative effect on managers’ evaluations of
their worst performing employees.

4 Our reasoning assumes that employees’ performance fluctuates over time. Settings in which there is a uniform positive or negative trend (i.e., settings
in which an employee’s performance over a longer time span consistently goes up or goes down from one period to the next) provide a special case to
which our theory does not necessarily apply. Note that the mere presence of a global trend in a certain direction by itself does not invalidate our rea-
soning, as increasing the number of performance signals (e.g., moving from reporting monthly performance figures to reporting weekly performance
figures) likely increases the number of observed performance signals that are inconsistent with the trend.
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Finally, we consider the joint effect of span of control and temporal disaggregation on managers’ discretionary eval-
uation decisions. When span of control is narrow and performance signals are aggregated, managers have few bench-
marks to compare an employee’s performance with. Both widening the span of control and disaggregating the
performance information increase the number of available performance benchmarks. We expect that the increase in
interemployee comparison opportunities due to a wider span of control will be more salient when performance signals
are more aggregated. Similarly, we expect that the increase in intraemployee comparison opportunities due to perfor-
mance report disaggregation will be more salient when managers have a relatively narrow span of control.

The reason we expect that one type of comparison will be more salient when the other type of comparison is not
available is that people who need to process many information cues often use “divide and conquer” or dimensional
information processing strategies (e.g., Chase and Simon 1973; Shanteau 1988; Bailey et al. 2011). Instead of making
one holistic judgment, taking in all available information at once, they use simplifying heuristics and process informa-
tion in discrete chunks, often giving less weight to some cues than to others. In the extreme, managers may even
completely ignore relevant pieces of information when they are presented with too much information (Lipe and Salterio
2000; Ittner, Larcker, and Randall 2003). We predict that managers with a wide span of control who receive relatively
disaggregated performance reports receive more information cues than they can cognitively process and, as a result, will
simplify their evaluation decisions, either by partially disregarding changes in employee performance over time or by
disregarding how employees compare to each other.

Regarding evaluations of the best performing employees, the joint effect of span of control and temporal disaggre-
gation depends on whether managers partially neglect the intraemployee or the interemployee comparisons. On the one
hand, if managers partially ignore the unfavorable intraemployee comparisons but fully consider the favorable compari-
sons with other employees, the negative effect of disaggregation will be weaker for managers with a wider span of con-
trol. That is, the best performers in a large group of employees will be less affected by the temporal disaggregation of
performance figures than the best performers in a smaller group because their supervisor is more likely to overlook tem-
porary slumps in performance. On the other hand, if managers disregard the favorable interemployee comparisons but
fully consider the unfavorable comparisons over time, the negative effect of disaggregation on the evaluation of the best
performing employees will be stronger for managers with a wider span of control. This is because when managers have a
wide span of control, providing them with disaggregated performance reports not only lowers their evaluations of their
best performing employees by showing that these best performers performed below their full potential in certain periods,
but also by attenuating the positive effect of the favorable interemployee comparisons.

Although our theory suggests that managers who have a wide span of control and receive disaggregated perfor-
mance information will tend to disregard one type of comparison, it does not tell us which type of comparison (intracm-
ployee or interemployee), will be more frequently overlooked.® Thus, we cannot predict which of the two effects, the
stronger positive effect of span of control or the stronger negative effect of temporal disaggregation, will be more impor-
tant. Consequently, we formulate a research question instead of a hypothesis:

RQ1: What is the joint effect of span of control and temporal disaggregation of performance information on
managers’ evaluations of their best performing employees?

Regarding the evaluations of the worst performing employees, our theory suggests that enabling interemployee
comparisons, by widening managers’ span of control, and enabling intraemployee comparisons, by temporally disaggre-
gating performance reports, will both lead to lower evaluations. When managers can make both types of comparisons,
the negative effect of either will be weaker than when only one type of comparison can be made. The reason again is
that managers will simplify their decision by partially disregarding one type of unfavorable comparison. For example,
suppose a manager supervises two employees, one of which clearly performs better than the other. Imagine that this
manager receives a disaggregated report that shows that the worst performer was doing exceptionally badly in certain

3 No existing theory or research that we are aware of has examined the relative weight placed by managers on interemployee and intraemployee perfor-
mance benchmarks. However, existing research in psychology has investigated how people evaluate themselves when they receive information about
how they compare to others and how they compare to themselves across time (Zell and Alicke 2009; Zell and Strickhouser 2020). Zell and Alicke
(2009) and Zell and Strickhouser (2020) suggest that when making self-evaluations, individuals consider both comparisons with their peers and com-
parisons with their own past-self but place more weight on the former type of comparisons, as these are more salient and perceived to be more
strongly associated with implicit and explicit rewards. While it is possible that comparisons with peers also dominate employee performance evalua-
tions by managers, this is not self-evident. On the one hand, the results of Zell and Alicke (2009) suggest that observers, like actors, are more strongly
affected by comparisons with peers. On the other hand, Chun et al. (2018) show that perceptions of performance evaluation fairness are more
strongly affected by within-person comparisons over time than by peer comparisons. Since most managers care about performance evaluation fair-
ness (e.g., Maas et al. 2012), they might choose to focus on intraemployee comparisons, and largely neglect how employees perform in comparison to
their peers.
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periods. This information will likely have a noticeable negative effect on this employee’s performance evaluation. Now
compare this to a manager supervising a much larger group of employees who receives a report detailing the periodic
ups and downs in the performance levels of all the employees in the group, including the worst performer. This manager
might feel overwhelmed by this information and simplify their evaluation decision by largely ignoring how the employ-
ees’ performance fluctuated during the evaluation period. As a result, the information that the lowest performing
employee performed exceptionally badly in certain periods has relatively little effect on this employee’s overall evalua-
tion. In sum, our theory suggests that the negative effects of span of control and temporal disaggregation on the perfor-
mance evaluations of worst performers will be weaker when managers can make both interemployee and intraemployee
comparisons.

H3: There is an interaction effect of span of control and temporal disaggregation of performance information
on managers’ evaluations of their worst performing employees, such that negative effect of increasing
span of control is weaker when performance reports are more disaggregated and the negative effect of
temporal disaggregation is weaker when managers have a wider span of control.

1. METHOD
Design

To test our hypotheses and answer our research question, we use a scenario experiment with a 2 (span of control: narrow
versus wide) x 2 (temporal disaggregation: aggregated versus disaggregated) between-subjects design. Participants assumed
the role of a regional manager of a retail company. Their task was to evaluate the performance of multiple store managers
and to allocate a bonus to each of them. We manipulated span of control and the temporal disaggregation of performance
information in the scenario.®

Participants and Procedures

We recruited participants on the online platform Prolific (Palan and Schitter 2018). Using Prolific’s pre-screening
feature, we limited our target sample to workers who reported having the authority to give instructions to at least one
employee at work. We also restricted our sample to participants residing in the United States or the United Kingdom
who were using a desktop or laptop computer (not a mobile device). We collected data from 291 participants.” This
final sample consists of 154 (52.9 percent) males and 137 (47.1 percent) females. In total, 206 participants (70.8 percent)
are from the U.K. and 84 (28.9 percent) are from the US.® On average, participants are 39.85 years old, have 19.56
years of work experience, and 9.18 years of supervisory experience. The average number of supervised employees at
work is 15.88.

Participants were randomly assigned to conditions by the Qualtrics software in which the experiment was pro-
grammed.” After completing the experiment, they filled out a short post-experimental questionnaire (PEQ). The partici-
pants received £1 for, on average, 9.5 minutes of their time.

Task and Manipulations

Participants were asked to assume the role of a regional manager at JSM Inc., a hypothetical retail company. JSM
Inc. was described as operating a chain of 150 stores that sell apparel, accessories, and shoes, in different regions of the
country. In their role as a regional manager, participants needed to evaluate the performance—and determine the

© The design and procedures were approved by the Economics and Business Ethics Committee at the University of Amsterdam.

7 In total, 334 qualified Prolific workers started the study and provided their informed consent. After reading the instructions, participants had to
answer a few comprehension check questions correctly before they could move to the main task. Although they started reading the instructions, ten
workers quit and did not attempt to answer the comprehension check questions. On the first attempt, 94 participants failed to correctly answer all
questions and were requested to read the instructions another time. Of these 94 participants, four did not attempt to answer the questions again and
28 failed to correctly answer all questions on their second attempt and were not allowed to continue. Finally, one participant was removed from the
sample because of technical issues. This participant restarted the experiment after completing the comprehension check, likely because of a technical
issue. Because this participant was in a different experimental condition on their second attempt, we decided to exclude this participant from our
sample.

Inconsistent with our pre-screening criteria, one participant indicated their current country of residence was Italy. We leave this participant in the
sample. Removing the participant from the sample does not affect any of our inferences.

Consistent with effective randomization, one-way ANOVAs indicate participants’ age, sex, work experience, supervisory experience, number of sub-
ordinates, and country of residence do not vary between conditions (all p > 0.20).

o

©
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annual bonus—of the store managers in their region. They had full discretion in allocating a bonus between $0 and
$10,000 to each store manager.'® They were asked to base their bonuses on store manager performance and were pro-
vided with a performance report with the net incomes of each store."!

We manipulated the independent variables by varying the number of stores and the specifics of the performance
report. Participants in the narrow span of control conditions evaluated two store managers, whereas participants in the
wide span of control conditions evaluated five store managers. In both span of control conditions, participants learned
that the best performing store in their region was Store A (annual net income of $425,000) and the worst performing
store was Store B (annual net income of $280,000). Participants in the wide span of control condition also evaluated,
and therefore learned about the performance of, the managers of Stores C, D, and E who generated net incomes of
$395,000, $335,000, and $365,000, respectively.

In the aggregated information condition, participants received an aggregate annual net income report for each store.
In the disaggregated information condition, they additionally received information about the net income of each store in
each specific quarter. Naturally, each store had at least one quarter in which the performance was lower than their own
average performance during the year. Specifically, Stores A and B each had one period with below-average performance
(Store A generated $80,000 in Q3, with an average quarterly performance of $106,250 and Store B generated $40,000 in
Q2, with an average quarterly performance of $70,000). Stores C, D, and E each performed below average in two or
three quarters. The dips in performance for different stores were not concentrated in specific quarters to avoid the con-
clusion that dips in performance were due to seasonality.'? Figure 1 presents the performance reports as they were seen
by the participants.

We asked two factual questions in the PEQ to assess the effectiveness of the manipulations. First, to check the
manipulation of span of control, participants were asked to indicate how many store managers they assigned a bonus to
using a scale running from 1 to 5. Most participants (271; 93.1 percent) answered this question correctly, and partici-
pants in the wide span of control conditions on average provided a higher number than participants in the narrow span
of control condition (4.83 versus 2.01; tyg9 = —65.61; p < 0.001). Next, to check the manipulation of temporal disaggre-
gation, we asked participants whether they received quarterly net income reports or only an annual net income report.
This question was answered correctly by 281 participants (96.6 percent). Together, these results indicate that our manip-
ulations were overall successful.

Although the manipulations were overall successful, 24 participants failed one of the manipulation checks and three
participants failed both checks. A closer look at the data reveals that 18 of the 20 participants who failed the manipula-
tion check for span of control are participants in the wide span of control condition who indicate that they assigned a
bonus to three or four instead of five store managers. Moreover, 10 of these 18 participants assigned a bonus of $0 to
one or more store managers, which might be interpreted as not giving these store managers a bonus. Thus, it seems likely
that these manipulation check ‘failures’ are due to the wording of the question and not to an ineffective manipulation.
We therefore take a conservative approach and keep all participants in the sample.

IV. RESULTS

Hypotheses Tests

Table 1 presents descriptive statistics for the bonus allocated to the store managers in each of the four conditions.
These results are also illustrated in Figure 2. In each condition, the bonus allocated to the manager of Store A (the best
performing store) is higher than the bonus allocated to Store B (the worst performing store). The difference between the

19 We operationalize the performance evaluation decision as a bonus assignment to make sure that it was clear that the evaluation was of importance
to the employee. As discussed above, in real world settings formal performance evaluations nearly always have consequences, either for employees’
pay or more broadly for their career, e.g., chances of being promoted.

Participants were told to assume that all stores were of a similar size and faced similar economic and market conditions. They were also asked to
imagine that their own payoff depended on the average performance of the store managers. To ensure that participants were not motivated to delib-
erately underestimate store manager performance in order to use the unallocated bonus for their own purposes, they were informed that money that
is not rewarded to the store managers is redistributed to the company bonus pool. Finally, to ensure that our results are not driven by participants’
anticipation that store managers will compare their bonuses (Bol et al. 2015, 2016), the case informed participants that JSM’s policy was to keep all
bonus decisions strictly confidential.

For the stores relevant for our hypotheses tests (Store A and Store B), we opted for one period below-average and three periods above-average per-
formance for two reasons. First, we believe this pattern is relatively common in practice, where most employees generally perform at a certain level
but sometimes experience a temporary dip in their performance level. Next, one period of below-average performance is a conservative choice with
regard to testing H2a and H2b, as the probability of finding support for these hypotheses is likely higher in settings where there are more periods of
clearly below-average performance.
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FIGURE 1
Performance Reports Seen by Participants

Panel A: Narrow Span of Control—Aggregate Condition

Store A Store B
Net Income for the Year $425,000 | $280,000

Panel B: Wide Span of Control—Aggregate Condition

Store A Store B Store C Store D Store E
Net Income for the Year $425,000 | $280,000 | $395,000 | $335,000 | $365,000

Panel C: Narrow Span of Control—Disaggregate Condition

Store A Store B
Net Income in Quarter 1 (JAN - MAR) | $120,000 [ $75,000
Net Income in Quarter 2 (APR - JUN) | $110,000 | $40,000
Net Income in Quarter 3 (JUL - SEP) $80,000 | $85,000
Net Income in Quarter 4 (OCT - DEC) | $115,000 | $80,000
Net Income for the Year $425,000 | $280,000

Panel D: Wide Span of Control—Disaggregate Condition

Store A Store B Store C Store D Store E
Net Income in Quarter 1 (JAN - MAR) | $120,000 [ $75,000 [ $80,000 | $110,000 | $125,000
Net Income in Quarter 2 (APR - JUN) | $110,000 | $40,000 | $95,000 [ $75,000 [ $85,000
Net Income in Quarter 3 (JUL - SEP) $80,000 | $85,000 | $120,000 | $105,000 | $80,000
Net Income in Quarter 4 (OCT - DEC) | $115,000 | $80,000 | $100,000 | $45,000 | $75,000
Net Income for the Year $425,000 | $280,000 | $395,000 | $335,000 | $365,000

This figure shows the performance reports seen by the participants in the experiment. Each panel contains a performance report from one of the
experimental conditions.

bonus assigned to the best performer and the bonus assigned to the worst performer is significantly higher than zero in
all four conditions (all p < 0.001, untabulated).

We test our theory using factorial ANOVAs with the two manipulations as factors and the bonuses assigned to the
managers of Store A (BONUS_A) and Store B (BONUS_B) as dependent variables. We also examine the effect of our
manipulations on the sum of these two bonuses (COMBINED). The results are in Table 2.

We first look at the effects of span of control. Hla predicts that the best performing employees will receive more
favorable evaluations from managers with wider spans of control. Consistent with this hypothesis, Table 2, Panel A
shows that there is a main effect of span of control on BONUS_A (F = 24.38; p < 0.001). As is clear from Table 1, the
average bonus assigned to the best performer increases from $7,250 to $8,497 when managers’ span of control widens.
These results support Hla.

Next, H1b predicts that the worst performing employees will receive less favorable evaluations from managers with
wider spans of control. Consistent with this hypothesis, Table 2, Panel B shows that there is a marginally significant
main effect of span of control on BONUS_B (F = 3.58; p = 0.060). From Table 1, it is clear that the average bonus
assigned to the weakest performing store manager was $4,246 when managers’ span of control is narrow and $3,744
when managers’ span of control is wide. These results provide marginal support for H1b. Notably, Table 1 and Table 2,
Panel C also show that span of control has a marginally significant positive effect on COMBINED (F = 3.06;
p = 0.082), implying that the increase in the bonus of the best performer is larger than the decrease in the bonus of the
worst performer. We discuss this result in the Conclusion section of the paper.

We next look at the effects of temporal disaggregation. H2a predicts that temporal disaggregation has a negative
effect on managers’ evaluations of their best performing employees. Table 1 shows that the mean of BONUS_A in the
disaggregated condition ($7,818) is lower than the mean of BONUS_A in the aggregated condition ($7,916). However,

Journal of Management Accounting Research '@ e B
Volume 36, Number 1, 2024 F Association



148 Ghita and Maas

TABLE 1

Descriptive Statistics about Managers’ Bonus Assignments

Difference
Narrow Span Wide Span of (Wide Span of Control —
of Control Control Opverall Narrow Span of Control)
Aggregated n=73 n=73 n = 146
BONUS_A 7,034 8,799 7,916 1,765
(2,226) (1,883) (2,237)
BONUS_B 4,130 3,560 3,845 -570
(1,935) (2,434) (2,210)
COMBINED 11,164 12,359 11,761 1,195
(3,906) (3,496) (3,742)
Disaggregated n=74 n=71 n =145
BONUS_A 7,464 8,187 7,818 723
(2,135) (2,329) (2,253)
BONUS_B 4,360 3,934 4,151 —426
(1,859) (2,672) (2,295)
COMBINED 11,824 12,121 11,969 297
(3,200) (3,914) (3,558)
Overall n =147 n=144 n =291
BONUS_A 7,250 8,497 7,867 1,247
(2,184) (2,129) (2,242)
BONUS_B 4,246 3,744 3,998 —502
(1,894) (2,552) (2,254)
COMBINED 11,496 12,241 11,865 745
(3,571) (3,697) (3,647)
Difference (Disaggregated — Aggregated)
BONUS_A 430 —612 —38
BONUS_B 230 374 306
COMBINED 660 —238 208

This table presents means and standard deviations (in parentheses) for the dependent variables in each of the experimental cells in the experiment,
and overall. The dependent variables are the bonuses assigned to the manager of a store that performs strongly (BONUS_A), the bonus assigned
to the manager of a store that performs weakly (BONUS_B), and the sum of these two bonuses (COMBINED). The table also presents the differ-
ence between the average BONUS_A and the average BONUS_B in each condition and overall. Each bonus could be any amount between $0
and $10,000. Span of control is manipulated between participants by varying the number of employees that each manager needs to evaluate: two
(in the Narrow span of control conditions) or five (in the Wide span of control conditions). Temporal disaggregation is also manipulated between
participants, by varying the availability of quarterly performance information about each employee to the managers. In the Aggregated condi-
tions, managers only observe the annual performance of the employees. In the Disaggregated conditions, managers also observe four quarterly
performance reports. The manipulations are illustrated in Figure 1.

as is clear from Table 2, Panel A, the main effect of temporal disaggregation on BONUS_A is not significant (F = 0.13;
p = 0.720). This means that there is no support for H2a.

H2b similarly predicts a negative effect of temporal disaggregation on managers’ evaluations of their worst perform-
ing employees. Inconsistent with this hypothesis, Table 1 shows that the mean of BONUS_B in the disaggregated condi-
tion ($4,151) is higher than the mean of BONUS_B in the aggregated condition ($3,845). However, as for the strong
performers, the main effect of temporal disaggregation on BONUS_B is not significant (see Table 2, Panel B: F = 1.31;
p = 0.253) and thus there is no support for H2b.

We next turn to the joint effects of span of control and temporal disaggregation on the evaluations of the
best (RQ1) and worst (H3) performing employees. Considering the best performers, we find a significant interac-
tion effect of the two independent variables on BONUS_A (Table 2, Panel A: F = 4.28; p = 0.039). Table 1
and Figure 2, Panel A show that span of control has a more positive effect on BONUS_A for managers who
received one aggregated performance signal than for managers who received disaggregated performance reports
and, vice versa, that temporal disaggregation of performance information had a more negative effect for
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FIGURE 2
Bonus Assignments to the Best and Worst Performers

Panel A: Bonus Assigned to the Best Performer

10,000
9,000
8,000 ===
7,000
6,000

5,000

Aggregated
4,000 = = = Disaggregated
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2,000

1,000

Narrow Wide
Span of Control

Panel B: Bonus Assigned to the Worst Performer

10,000
9,000
8,000
7,000
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= e = Disaggregated

4,000
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2,000
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This figure presents the results of the experiment. The dependent variable is the bonus assigned to the store managers. The bonus could be any
amount between $0 and $10,000. Panel A shows the bonus assigned to the manager of the best performing store (BONUS_A). Panel B shows the
bonus assigned to the manager of the worst performing store (BONUS_B). Span of control is manipulated between participants by varying the
number of employees that each manager needs to evaluate: two (in the Narrow span of control conditions) or five (in the Wide span of control
conditions). Temporal disaggregation is also manipulated between participants, by varying the availability of quarterly performance information
about each employee to the managers. In the Aggregated conditions, managers only observe the annual performance of the employees. In the
Disaggregated conditions, managers also observe four quarterly performance figures. The manipulations are illustrated in Figure 1.
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TABLE 2
ANOVA Results for Bonus Assignments to the Best and Worst Performers

Panel A: Analysis of Variance of the Bonus Allocated to the Best Performer (BONUS_A)

Sum of Squares df Mean Square F p-value
Model 133,300,000 3 44,443,493 9.63 <0.001
Span of Control 112,500,000 1 112,500,000 24.38 <0.001
Temporal disaggregation 595,393 1 595,393 0.13 0.720
Span of Control x Temporal disaggregation 19,761,996 1 19,761,996 4.28 0.039
Error 1,325,000,000 287 4,615,058
Total 1,458,000,000 290 5,027,077

Panel B: Analysis of Variance of the Bonus Allocated to the Worst Performer (BONUS_B)

Sum of Squares df Mean Square F p-value
Model 25,255,361 3 8,418,454 1.67 0.174
Span of Control 18,038,945 1 18,038,945 3.58 0.060
Temporal disaggregation 6,622,456 1 6,622,456 1.31 0.253
Span of Control x Temporal disaggregation 378,379 1 378,379 0.07 0.784
Error 1,448,000,000 287 5,045,828
Total 1,473,000,000 290 5,080,717

Panel C: Analysis of Variance of the Aggregate Bonus Allocated to the Best and the Worst Performer (COM BINED)

Sum of Squares df Mean Square F p-value
Model 58,459,771 3 19,486,590 1.47 0.222
Span of Control 40,456,290 1 40,456,290 3.06 0.082
Temporal disaggregation 3,246,469 1 3,246,469 0.25 0.621
Span of Control x Temporal disaggregation 14,671,362 1 14,671,362 1.11 0.293
Error 3,799,000,000 287 13,235,373
Total 3,857,000,000 290 13,300,041

This table presents the results of factorial ANOVAs with span of control and temporal disaggregation as factors and BONUS_A (the bonus
assigned to the manager of the best performing store A), BONUS_B (the bonus assigned to the manager of the worst performing store B), and
COMBINED (the sum of the bonuses allocated to the best and the worst performer) as dependent variables. Span of control and temporal disag-
gregation are manipulated between participants (see Figure 1 and Table 1 for details).

managers with a wide span of control than for managers with a narrow span of control. In fact, looking at the
simple effects (untabulated), we see that the negative effect of temporal disaggregation on BONUS_A is (margin-
ally) significant when managers have a wide span of control (t = 1.74; two-tailed p = 0.085) but not when their
span of control is narrow (t = 1.198; two-tailed p = 0.233)."?

At first sight, this interaction seems consistent with our reasoning that managers with a wide span of control who
receive disaggregated performance reports will simplify their evaluations by either disregarding comparisons over time
or comparisons with other employees. Specifically, we argued that one possibility is that managers disregard the favor-
able interemployee comparisons but fully consider the unfavorable comparisons over time such that the negative effect
of disaggregation on the evaluation of the best performing employees is stronger for managers with a wider span of con-
trol. However, given that we find no effect of temporal disaggregation on the evaluation of the best performer when
managers have a narrow span of control, and therefore can only make intraemployee comparisons, it seems unlikely
that the interaction effect emerged through the theoretical mechanism that we proposed. We come back to this in our
additional analyses.

13 The effect of span of control on BONUS_A is significantly positive when managers receive aggregated reports (t = 5.17, two-tailed p < 0.001) and
when they receive disaggregated reports (t = 1.95, two-tailed p = 0.053).
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Considering the worst performers, we find no interaction effect of the two independent variables on BONUS_B (Table 2,
Panel B: F = 0.07; p = 0.784). Instead, span of control has a similar moderately negative effect on worst performers’ evalua-
tions for managers who receive aggregated and disaggregated reports. Thus, the results do not support H3.'#

In sum, the results of the experiment support our theory that managers with a wider span of control give higher rat-
ings to their best performing employees and lower ratings to their worst performing employees. We find no evidence
that providing managers with temporally disaggregated performance information consistently decreases their perfor-
mance evaluations. Instead, disaggregation only reduced the evaluations of the best performers for managers with a
wide span of control.

Additional Analyses

In our theory development, we proposed that when managers need to evaluate multiple employees and the perfor-
mance reports are disaggregated, they will simplify their evaluations by partially ignoring either intraemployee compari-
sons or interemployee comparisons. Although, consistent with this prediction, we find an interaction effect of span of
control and temporal disaggregation on the evaluation of the best performers, a closer look at the overall pattern in our
results suggests that this interaction effect is likely not due to managers simplifying their evaluations. First, a simplifica-
tion process cannot explain why managers apparently disregard the unfavorable comparisons over time when their span
of control is narrow but do consider it when their span of control is wide. In addition, simplification does not explain
why span of control and temporal disaggregation do not also interactively affect the evaluation of the weakest per-
former. Without additional research, we can only surmise about what is driving our results. One possibility is that man-
agers’ evaluations are primarily influenced by interemployee comparisons and that they only consider employees’
performance over time in specific situations, for example when, based on comparisons with other employees, a specific
employee is considered for an exceptionally low or high evaluation.

As indicated, existing research (e.g., Bol et al. 2016) suggests that managers tend to avoid giving exceptionally high
and exceptionally low ratings. Our theory implies that managers with a wide span of control are more likely to consider
such extreme evaluations than managers with a low span of control, as they have more evidence that their best and worst
performers are truly exceptional. To the extent that these managers are nonetheless uncomfortable with assigning
extremely high ratings to their best performers, temporal disaggregation provides them with a reason to curtail these
evaluations as it makes it salient that even the best performing employees sometimes perform below their average. This
same reasoning does not apply to the evaluations of the weakest performers by managers with a wide span of control.
Although these managers may be reluctant to give their weakest performing employees the extremely low rating they
apparently deserve, they cannot curtail their evaluations based on the disaggregated performance reports. The reason is
that disaggregation promotes lower evaluations, and using this information would therefore make the evaluations of the
weakest performing employees more, not less, extreme.

To examine this possibility, we look at the most extreme assignments. Table 3 presents the proportions of managers
assigning the maximum bonus of $10,000 to the best performing employee (Panel A) and the proportion of managers
assigning the minimum bonus of $0 to the worst performing employee (Panel B), as well as the results of Chi-square tests
comparing these proportions in different conditions. Consistent with managers being less reluctant to curtail the evalua-
tions of top performers than those of weak performers, we find that managers with a wide span of control are more
likely to allocate the maximum bonus of $10,000 to the best performing employee in the aggregate condition (60.27 per-
cent) than in the disaggregate condition (42.25 percent). A Chi-square test indicates this difference is significant
(* = 4.68; p = 0.031). In contrast, managers in the wide span of control condition are not more likely to assign the low-
est possible bonus of $0 to the weakest performer in the aggregate condition (10.96 percent) than in the disaggregate
condition (7.04 percent), as confirmed by a Chi-square test (> = 0.67; p = 0.412). For managers with a narrow span of
control, the likelihood that they award the maximum bonus to the best performing employee is not significantly different
(4 = 0.14; p = 0.713) between the aggregate condition (19.18 percent) and the disaggregate condition (21.62 percent).
Similarly, for these managers the likelihood that they award the minimum bonus to the worst performing employee is
not significantly different (5> = 1.02; p = 0.312) between the aggregate condition (1.37 percent) and the disaggregate
condition (0 percent).'> These results support the speculative idea that when deciding how much weight to place on

14 If we exclude the three participants who fail both checks all results remain inferentially identical. If we also exclude the 24 participants who fail only
one check, all results are inferentially identical except that the main effect of span of control on BONUS_B is no longer significant at the 10 percent
level (F = 0.80, p = 0.373). If we keep the 10 participants who “failed” the span of control manipulation check but gave a bonus of $0 to at least
one store manager, but remove the 17 other participants who failed at least one manipulation check, the results are similar to those using the full
sample (the main effect of span of control on BONUS_B is significant (F = 4.01, p = 0.046)).

!5 Notably, Table 3 also shows that, consistent with our main findings, widening managers’ span of control significantly increases their tendency to
give extreme bonuses to both strong and weak performers, independent of whether they receive aggregated or disaggregated performance reports.
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TABLE 3

Proportions of Maximum and Minimum Bonuses

Panel A: Proportion of Managers Assigning the Maximum Bonus of $10,000 to the Best Performer

Narrow Span of Control Wide Span of Control 7 p-value
Aggregated (14/73) (44/73) 25.74 <0.001
19.18% 60.27%
Disaggregated (14/74) (30/71) 7.12 0.008
21.62% 42.25%
e 0.14 4.68
p-value 0.713 0.031

Panel B: Proportion of Managers Assigning the Minimum Bonus of $0 to the Worst Performer

Narrow Span of Control Wide Span of Control 1 p-value
Aggregated (1/73) (8/73) 5.80 0.016
1.37% 10.96%
Disaggregated (0/74) (5/71) 5.34 0.020
0.00% 7.04%
P 1.02 0.67
p-value 0.312 0.412

This table presents the proportions of assigned maximum and minimum bonuses in each condition. Panel A provides the proportion of partici-
pants in each condition who assign the maximum bonus of $10,000 to the best performing manager. Panel B provides the proportion of partici-
pants in each condition who assign the minimum bonus of $0 to the worst performing manager. Span of control and temporal disaggregation are
manipulated between participants (see Figure 1 and Table 1 for details).

different types of comparisons, managers may take into account whether incorporating these comparisons will lead
more or less extreme employee evaluations.

Finally, we present a brief analysis of participants’ responses to four questions in the PEQ. We asked participants
how important each of the following four considerations were when they made their bonus decisions: (1) Motivating the
store managers for future periods, (2) Ensuring fair bonus allocations, (3) Ensuring that differences in pay accurately reflect
differences in performance, and (4) Minimizing pay differences between the store managers. Responses were recorded
using five-point Likert scales (1 = Not at all important, 5 = Extremely important).

First, item scores reveal that, on average, managers were concerned about motivating their employees (Mean = 3.92,
Std. Dev. = 0.97), ensuring fair allocations (Mean = 4.15; Std. Dev. = 0.73), and ensuring that differences in pay accu-
rately reflect differences in performance (Mean = 4.18; Std. Dev. = 0.80). Minimizing pay differences between the store
managers was rated as less important (Mean = 2.38, Std. Dev. = 1.14). Next, untabulated factorial ANOVAs with the
two manipulations as factors and the PEQ items as dependent variable show that with one exception, none of the main
effects or interactions are significant (all p > 0.100). This suggests that span of control and temporal disaggregation had lit-
tle effect on the specific considerations that are important for managers when assigning bonuses. The one exception is the
main effect of span of control on the importance of ensuring fair bonus allocations (F = 2.96; p = 0.086). Participants in
the wide span of control condition, who needed to evaluate five employees, rated the importance of fairness higher (4.23)
than the participants in the narrow span of control condition who evaluated only two employees (4.08). This seems natural
given the larger number of employees involved, and is consistent with our reasoning that managers are concerned with rel-
ative fairness.

V. CONCLUSION

Using an experiment, we examine how two features of the organizational control system, managers’ span of control
and temporal disaggregation of performance reports, affect discretionary performance evaluations. The results of the
experiment support our prediction that strong performers receive more favorable evaluations and weak performers
receive less favorable evaluations from managers with wider spans of control. Although we expected that temporal dis-
aggregation of performance reports would negatively affect the evaluations of all employees regardless of their relative
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performance, we find that disaggregation only lowers the evaluations of the strong performing employees by managers
with a wide span of control.

Although we can only speculate about why we did not find support for our hypotheses that temporal disaggregation
would have negative effects on the evaluations of strong and weak performers, one possibility is that the managers in
our experiment did not process below-average quarterly performance figures as negative events that need to be weighted
more heavily. Since there is overwhelming evidence for the existence of a negativity bias (Baumeister et al. 2001), it is
important to better understand when this bias does and does not affect performance evaluations, and how this depends
on the design of control systems. For example, future research could examine whether supplementing temporally disag-
gregated performance figures with explicit targets or standards per period would result in different effects. Another pos-
sibility is that the lack of support is partly due to our manipulation of temporal disaggregation. We took a conservative
approach by assuming a performance pattern over time that was relatively stable, but with one period of clearly below-
average performance. We cannot rule out that one period of below-average performance is not enough to induce a nega-
tive bias, and that more periods of clear below-average performance are required to decrease managers’ evaluations of
their employees when receiving disaggregated reports.

Another unexpected finding of our study is that span of control had a positive effect on the sum of the bonuses
assigned to the weak and the strong performer. This implies that the positive effect on the bonus of the strong performer
was larger than the negative effect on the bonus of the weak performer. Although we did not make any ex ante predic-
tions about these relative effect sizes, we note that our finding is consistent with existing research that suggests that man-
agers are often more reluctant to give low evaluations to low performers than to give high evaluations to high
performers (e.g., Golman and Bhatia 2012; Bol et al. 2016). Thus, our results tentatively suggest that widening span of
control may increase the average performance evaluation and in turn the total bonus paid to employees. If this is the
case, the cost savings that companies often hope to obtain by widening span of control (Acharya et al. 2017) may be
lower than expected.

Our study also points toward several other avenues for future research. For example, a wider span of control likely
makes it more costly for managers to observe each employee’s performance and work conditions (O’Neill et al. 2012;
Gong et al. 2021). This additional cost could lead managers to gather insufficient information about their employees
and to become more lenient in their evaluations (Bol 2011; Maas and Verdoorn 2017; Gong et al. 2021). However,
because most managers are concerned about the fairness of their evaluations (Maas et al. 2012), a wider span of control
could also motivate managers to put more time and effort into the evaluation process, leading to more accurate perfor-
mance ratings and bonus allocations.

Next, performance evaluations typically are not isolated events but are part of an ongoing interaction between man-
agers and employees. Future research can investigate how employees respond to performance evaluations and whether
and how their responses are affected by their supervisor’s span of control and the level of temporal disaggregation in per-
formance reports. One particularly promising path forward could be to look at settings where employees can manipulate
their performance measures and see how these design variables affect honesty in reporting. Another avenue would be to
investigate how task, environmental, and individual characteristics interact with span of control and temporal disaggre-
gation in affecting the behavior of employees and managers.
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