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Abstract: This paper investigates whether, and if so, how procedural fairness affects performance evalu-
ation system satisfaction in a UK Police Force. Employing a survey method with samples of detective
inspectors and detective chief inspectors with significant managerial responsibilities in a UK Police Force,
this study finds that procedural fairness affects performance evaluation system satisfaction. Further analy-
sis reveals that the effect of procedural fairness on performance evaluation system satisfaction is medi-
ated by trust. This study provides empirical evidence on how procedural fairness affects performance
evaluation system satisfaction. The results of this study may benefit the designer of performance evalua-
tion systems in police organizations.

Abstrak: Makalah ini mengkaji apakah, dan bagaimana, keadilan prosedural mempengaruhi kepuasan
terhadap sistem evaluasi kinerja dalam Kepolisian Inggris. Metode survei dilakukan dengan sampel inspektur
detektif daninspektur kepala detektif dengan tanggung jawab manajerial yang signifikan dalam Kepolisian
Inggris. Studi ini menemukan bahwa keadilan prosedural mempengaruhi kepuasan terhadap sistem evaluasi
kinerja. Analisis lebih lanjut mengungkapkan bahwa pengaruh keadilan prosedural terhadap kepuasan
terhadap sistem evaluasi kinerja dimediasi oleh kepercayaan. Studi ini memberikan bukti empiris tentang
bagaimana keadilan prosedural mempengaruhi kepuasan terhadap sistem evaluasi kinerja. Hasil studi ini
mungkin berguna bagi perancang sistem evaluasi kinerja dalam organisasi kepolisian.
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Introduction

Performance evaluation system satisfac-
tion (PESS) has been found to be a signifi-
cant antecedent for various outcomes, includ-
ing individual and organizational perfor-
mance, job satisfaction, retention (Lilley and
Hinduja 2007), organizational commitment,
and turnover intention (Kuvaas 2000).
Therefore, understanding factors affecting
PESS and how those factors affect PESS is
worth studying,

Relying on organizational justice theory,
this paper proposes that PESS is affected by
perceived fairness of the procedures used to
evaluate managers’ performance. For ex-
ample, Lind and Tyler (1988) found that that
perceptions of procedural fairness result in
increased satisfaction (Lind and Tyler 1988).
They argued that “organizations that ignore
procedural justice concerns run the risk of
engendering negative organizational attitudes,
dissatisfaction with organizational outcomes
and decisions, non-compliance with rules and
procedures, and, in some instances lower per-
formance” (emphasis added). Similarly, Tang
and Sarfield-Baldwin (1996: 30) contend that,
“if managers can apply rules fairly and con-
sistently to all employees and reward them
based on performance and merit without per-
sonal bias, then employees will have a posi-
tive perception of procedural justice, which
may lead to a higher satisfaction ...” Empiri-
cally, Lissak (1983) and Alexander and
Ruderman (1987) found that procedural fair-
ness is associated with job satisfaction. A
similar finding within a management account-
ing context is also found by Lau and Sholihin
(2005).

Additionally, expectancy theory sug-
gests that when subordinates perceive that
the procedures used to evaluate their perfor-
mance are fair, they will be powerful motiva-
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tors for individuals to perform better (Vroom
1964; Porter and Lawler 1968) which may
lead to higher satisfaction. In contrast, when
subordinates perceive that the performance
evaluation procedures are unfair, they will not
be motivated to perform well because, with
unfair evaluation procedures, it is possible
that good performance may be evaluated as
poor performance. Consequently, subordi-
nates are likely to experience low satisfaction
when unfair performance evaluation proce-
dures are employed. Based on their review
of the procedural fairness literature, Lind and
Tyler (1988: 177) conclude that “the
research...has shown that satisfaction is one
of the principal consequences of procedural
fairness.” The paper therefore expects that
fairness of performance evaluation will af-
fect performance evaluation satisfaction.
However, this paper argues that the effects
may be indirect via trust in supervisor and
perceived fairness of outcomes the employ-
ees receive (distributive fairness) as will be
discussed later.

Using samples of detective inspectors
and detective chief inspectors, the findings
indicate the degree of satisfaction with the a
performance evaluation system is affected by
perceived fairness. Further analysis reveals
that the effects of fairness of performance
evaluation procedures on a performance
evaluation system satisfaction is mediated by
trust in superiors, but not mediated by fair-
ness of the outcomes (distributive fairness).
This paper focuses on detective inspectors
and detective chief inspectors because, ac-
cording to Butterfield et al. (2005), they were
expected to take on more devolved manage-
ment responsibility in the New Public Man-
agement era and they perform a crucial func-
tion in driving performance achievement
within the police force.
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This study was conducted in the UK
because while the UK Home Office has
recognised the importance of procedural fair-
ness in the police performance management
framework (Home Office, 2004), there is a
lack of empirical evidence on how procedural
fairness benefits the UK police organisations.
This study is expected to provide evidence
on this matter. This paper may contribute to
practice and literature in the following ways.
First, if it is found that procedural fairness
results in positive attitudes and behaviors,
particulalry trust, distributive fairness, and
satisfaction with performance evaluation sys-
tems, the government, particulalrly the Home
Office, should design and implement a per-
formance management system that is per-
ceived to be proceduraly fair. Second, whilst
previous literature in the context of police
service (e.g, Metcalfe and Dick 2000 and
2001; and Beck and Wilson 2000) has un-
derscored the importance of justice, however
they did not test empirically. This study
moves beyond the previous speculation re-
garding the positive effects of procedural jus-
tice on various favourable attitudes and
behaviours to test empirically the speculation.
Third, whilst the majority of previous stud-
ies in performance evaluation system satis-
faction (see Lilley and Hinduja 2007; Kuvaas
2006) have examined the consequences
PESS, this current study investigates the an-
tecedents of PESS and the way those vari-
ables affect PESS, whether direct on indirect.

The rest of the paper is organized as
follows. The next section will review the rele-
vant literature and develop hypotheses, which
will then be followed by the research method
and findings. The paper then presents con-
clusions, limitations, and suggestions for fu-
ture research.

Literature Review and
Hypotheses Development

Performance evaluation is an important
component of management and control sys-
tem design (Otley 1999; Merchant and Van
der Stede 2003) and a key management issue
for organizations (Otley and Fakiolas 2000).
Within organizations, performance evaluation
should be designed to motivate managers and
employees to exert effort towards attaining
organizational goals through a variety of in-
centives tied to the achievement of those
goals. It is important for employees because
it affects their compensation and rewards
(Kaplan and Atkinson 1998; Merchant and
Van der Stede 2003). Design of performance
evaluation systems should therefore engen-
der positive attitudes and behaviour; one
such attitude being reflected in managers’
satisfaction with the performance evaluation
system.

As previously mentioned, performance
evaluation systems satisfaction (PESS) influ-
ences both individual and organizational per-
formance, job satisfaction, and retention
(Lilley and Hinduja 2007) and organizational
commitment and turnover intention (Kuvaas
20006). This study argues that PESS is af-
fected by procedural fairness. However, the
effect is indirect via trust and distributive
fairness as will be discussed as follows.

Fairness of Performance
Evaluation Procedures and Trust

Fairness of performance evaluation pro-
cedures (procedural fairness) refers to the
perceived fairness of the means and proce-
dures used to determine the amount of re-
ward or compensation the employees receive
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(Folger and Konovsky 1989). In the context
of performance evaluation, procedural fair-
ness is likely to be the concern of both sub-
ordinates and superiors. Subordinates usually
consider performance evaluation to be par-
ticularly important when it is linked to the
reward system that will determine their re-
munerations and promotions (Lau and Lim
2002a). Due to the importance of perfor-
mance evaluation, subordinates normally ex-
pect that the procedures used for evaluating
their performance should be fair. High pro-
cedural fairness is also an important concern
of the superiors and the organization as a
whole. There is plenty of evidence to indi-
cate that the implementation of procedures
perceived by subordinates as unfair is detri-
mental to the organization’s interests (e.g.
Friedland et al. 1973; Thibaut et al. 1974;
Lissak 1983; Kanfer et al. 1987; Greenberg
1987). Since the perception of unjust proce-
dures can negatively affect organizations,
superiors are likely to maintain high proce-
dural fairness in conducting performance
evaluations.

Previous studies in various settings have
shown that procedural fairness has a positive
influence on trust. In a political setting, Lind
and Tyler (1988) reported that US. citizens’
trust in their national government was highly
correlated with the perceived fairness of the
government’s decision-making procedures.
They also found that citizens’ trust in legal
institutions was strongly related to procedural
fairness. In the organisational arena,
Konovsky and Pugh (1994) found a very high
correlation between subordinates’ judgments
of their superior’s procedural fairness and
their trust in their supervisor. Other studies
in the organisational area (e.g; Alexander and
Ruderman 1987; Folger and Konovsky 1989;
McFarlin and Sweeney 1992; and Korsgaard
et al. 1995) and in a budgeting context
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(Magner and Welker 1994; Magner et al. 1995)
have also demonstrated that perceptions of
procedural fairness are positively related to
trust in the leaders and decision makers. A
more recent study by Hartmann and Slapnicar
(2009), using samples of bankers in Slovenia,
also found that procedural fairness positively
affects trust in superior. Additionally, using
samples of managers of a UK financial insti-
tution, Sholihin et al. (2011) found that pro-
cedural fairness positively affects trust.
Hence, this study proposes that procedural
fairness is positively associated with trust. The
following hypothesis will be tested:

H : Fairness of performance evaluation procedures
is positively associated with trust in superior.

Trust and Performance
Evaluation Satisfaction

Trust is defined by Rousseau et al.
(1998: 395) as ‘a psychological state compris-
ing the intention to accept vulnerability based
upon positive expectations of the intentions
or behavior of another.” It has attracted the
attention of researchers from various disci-
plines. Lewicki et al. (1998) observed that
trust has been widely studied in disciplines
such as psychology, sociology, politics, eco-
nomics, anthropology, and organizational
behavior. They also noted that trust has been
found to have an effect on personality, inter-
personal relationships, cooperation, and sta-
bility in social institutions and markets. In
organizational studies, Mayer et al. (1995)
observed that trust has been cited as an im-
portant factor in the area of communication,
leadership, management by objectives, nego-
tiation, game theory, performance appraisal,
labor-management relations, and implemen-
tation of self-managed work teams.

While there are various types of trust,
consistent with previous management ac-
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counting studies in the context of perfor-
mance evaluation (e.g. Hopwood 1972; Otley
1978; Ross 1994; Lau and Sholihin 2005,
Hartmann and Slapnicar 2009; Agritansia and
Sholihin 2011), this study conceptualized
trust as interpersonal trust, i.e. ‘subordinate’s
trust or confidence in the superior’s motives
and intentions with respect to matters relevant
to the subordinate’s career and status in the
organization.” (Read 1962: 8). In addition, this
study focuses on the interpersonal trust that
subordinates have in their superior, as the
performance evaluation process involves
those two parties.

Whitener et al. (1998) identify three el-
ements for interpersonal trust: (1) an expec-
tation or belief that another party will act
benevolently; (2) a willingness to be vulner-
able and risk that the other party may not do
as expected; (3) a dependency on the other
party that causes one’s outcomes to be influ-
enced by the other’s action. With respect to
subordinate and superior relationships, they
suggest that a necessary foundation to in-
crease trust in supervisors is that the supe-
rior should engage in trustworthy behavior.
This implies (1) consistency across time and
situations, which reflects the reliability and
predictability of actions; (2) integrity, which
refers to the consistency between words and
actions; (3) sharing and delegation of con-
trol, such as participation in decision mak-
ing; (4) communication, that is, the informa-
tion should be accurate and forthcoming,
adequately explained, and open (exchange
thoughts and ideas freely); and (5) benevo-
lence or demonstration of concern, that is,
showing consideration and sensitivity to sub-
ordinates’ needs and interests, acting in a way
that protects subordinates’ interests, and re-
fraining from exploiting others for the ben-
efit of one’s own interests. Read (1962) noted

that trusting subordinates expect their inter-
est to be protected and promoted by their
superiors, feel confident about disclosing
negative personal information, feel assured
of full and frank information sharing, and are
prepared to overlook apparent breaches of
the trust relationship.

Zand (1997) defines trusting behavior
as a willingness to increase vulnerability to
another person whose behavior cannot be
controlled, in situations in which a potential
benefit is much less than a potential loss if
the other person abuses the vulnerability.
Further, he suggests that two people who
trust each other will greatly increase their
problem solving effectiveness. This will in-
crease their commitment to each other and
they will experience greater satisfaction with
their work and their relationships. Trusting
behavior can improve decision quality and its
implementation. Lippit (1982) argues that the
existence of trust between organisational
members can increase both problem solving
and performance. With regard to satisfaction,
an empirical study by Driscoll (1978) found
that trust is a predictor of satisfaction. In
management accounting studies, Lau and
Sholihin (2005) and Lau et al. (2008) found
that trust is positively associated with job
satisfaction. Based on the above discussion,
therefore, it is reasonable to propose that trust
is positively associated with performance
evaluation system satisfaction. The follow-
ing hypothesis is tested:

H : Trust is positively associated with performance
evaluation system satisfaction.

If H  and H , are both supported, they
would support the expectation that the ef-
fect of fairness of performance evaluation
procedures on performance evaluation satis-
faction is indirect through trust in superiors.
Hence this study also proposes that:
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H . Fairness of performance evaluation procedures
has an indirect effect on performance evalua-
tion system satisfaction through trust in supe-
rior.

Fairness of Performance
Evaluation Process and Fairness
of Outcomes

The fairness of the means and proce-
dures used to determine the amount of re-
ward or compensation the employees receive
is termed procedural fairness, while fairness
of the amount of reward employees receive
is called as distributive fairness (fairness of
outcomes) (Folger and Konovsky 1989). Dis-
tributive fairness (justice) was initially con-
ceptualized by Homans (1961) in the con-
text of social exchanges, based on the notion
of relative deprivation introduced by Stouffer
et al. (1949). Homans offers the following
general rule of distributive justice:

“A man in an exchange relation with an-
other will expect that the rewards of
each man will be proportional to his
costs-the greater the rewards, the greater
the costs-and that the net rewards, or
profits, of each man be proportional to
his investments-the greater the invest-
ments, the greater the profit.”” (p. 75)

Colquitt et al. (2005) note that many
of Homans’ ideas about distributive justice
were developed more fully in Adams’ (1965)
equity theory; equity exists when a person
petceives that the ratio of his/her outcomes
to inputs and the ratio of other’s outcomes
to other’s inputs are equal. Conversely, ineq-
uity exists when a person is relatively under-
paid or overpaid. This may happen either
when persons are in direct relationship, or
when they are in an exchange relationship with
a third party, such as an employer, and one
person compares him/herself to the other.
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Early studies in a legal setting found that
distributive fairness is related to procedural
fairness (Thibaut and Walker 1975; Thibaut
and Walker 1978). The relationship between
distributive fairness and procedural fairness
is explained by Greenberg and Folger (1983)
as follows, “If the process is perceived being
fair, then there is a greater likelithood that the
outcomes resulting from that process will be
considered fair. The tendency for... proce-
dural justice to influence ... distributive jus-
tice ... has been called the fair process ef-
fect” (p. 236). A meta analysis of empirical
studies in the organizational justice literature
by Colquitt et al. ( 2001) found that proce-
dural fairness is positively and strongly cor-
related with distributive fairness. A recent
accounting study by Lau et. al. (2008) con-
firmed that fairness of performance evalua-
tion procedures is positively correlated with
fairness of outcomes. The following hypoth-
esis is tested to assess whether it holds for
the specific resaerch sample:

H : Fairness of performance evaluation procedures
is positively associated with fairness of out-
conmes.

Fairness of Outcomes and
Performance Evaluation System
Satisfaction

The managerial performance evaluation
process is often linked to rewards (compen-
sation, career progression, etc.). Applying
equity theory to distributive fairness within
an organisational setting; suggests a positive
association between distributive fairness and
performance evaluation system satisfaction.
Whilst this proposition has not been tested
empirically, previous empirical studies, in
accounting and others contexts, find distribu-
tive fairness to be positively associated with
other forms of satisfaction. For example,
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Folger and Konovsky (1989) and McFarlin
and Sweeney (1992) found that distributive
fairness is positively associated with pay sat-
isfaction. Additionally, McFarlin and Sweeney
found that distributive fairness is positively
associated with job satisfaction. In an ac-
counting context, Lau et al.(2008) and
Sholihin and Pike (2009) found a significant
association between distributive fairness and
job satisfaction. In that satisfaction with the
performance evaluation process is expected
to be linked to these other forms of manager
satisfaction, it is reasonable to expect that
distributive fairness (fairness of outcomes)
is positively associated with performance
evaluation systems satisfaction. Conse-
quently, the following hypothesis will be
tested:

H : Fairness of outcomes is positively associated
with performance evalnation system satisfac-
tion.

If H , and H  are both supported, they

a4 a5 .
would support the expectation that the ef-
fect of fairness of performance evaluation
procedures on performance evaluation satis-
faction is indirect through fairness of out-
comes. Hence this study also proposes that:

H . Fairness of performance evaluation procedures
has an indirect effect on performance evalua-
tion satisfaction through fairness of outcomes.

Methods

Data and Sample

Data for this study were gathered using
convenience sampling by means of question-
naire survey. The population of this study is
inspectors and detective chief inspectors in
a Police Force in the United Kingdom (here-
after Force). The questionnaires were sent to

112 detective inspectors and detective chief
inspectors in the Force, supported by inter-
views. The following procedures were fol-
lowed to get the samples. Firsz, the author
contacted an officer in the Force which acted
as a contact person to obtained the names of
potential respondents. To be inluded in the
samples, inspectors and detective chief in-
spectors should have managerial responsibil-
ity, participated in the last performance evalu-
ation review, and received performance feed-
back. Those criteria are to ascertain that
samples understand the construct examined
in this study. Second, a preliminary notifica-
tion was conducted whereby the contacting
officer notified officers of the survey and all
detective inspectors and chief detective in-
spectors were encouraged to participate.
Third, the covering letter with the survey in-
strument which was personalized and gave
assurance of confidentiality were sent to the
respondents. Fourth, to increase the response
rate, three reminders were sent. Reminders
were distributed one, three and seven weeks
after the original mailing. The survey pack-
age reminder letters were sent via e-mail.
However, responses, which were sent directly
to the researchers, could be sent via email or
post.

From 112 questionnaires distributed, 57
responses were received, representing a re-
sponse rate of 51 percent. Given the diffi-
culties in accessing data within a police insti-
tution (Metcalfe and Dick 2000), this level
of response rate is considered to be highly
satisfactory. Moreover most of police force
surveys typically have a return rate of only
25-30 percent (Brodeur 1998). Whilst this
kind of sample selection restricts us in gener-
alizing the results to other organizations, this
method allows us to understand the context
within which performance evaluation is con-
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ducted. Indeed, Otley and Pollanen (2000)
advocate this method in studying performance
evaluation systems.

Non-response bias tests were conducted
as suggested by (Oppenheim 2000) to ascer-
tain whether there are systematic differences
between eatly and late responses.' The results
did not identify any systematic difference
between early and late responses.

Analysis of respondent characteristics
reveals that, on the average, they have been
working in the Force for 22 years (minimal 1
year, maximum 32 years), in their current
position for 2.4 years (minimal 1 year, maxi-
mal 10 years), and been supervised by their
current supervisor for 1.5 years (minimal 1
year, maximal 5 years).

Variables and Their
Measurements

Performance evaluation system
satisfaction

This variable is conceptualized as the
respondents’ satisfaction with the current
system used to evaluate their performance.
To measure this variable, this research uses
the modified instrument devised by Ittner et
al. (2003). Respondents were requested to in-
dicate their level of agreement using a seven-
point Likert scale, anchored 1 (strongly dis-
agree) and 7 (strongly agree) on the three
items to measure this variable.

Factor analysis for this variable revealed
only one factor with an eigenvalue greater
than 1 (eigenvalue= 2.507; total variance
explained= 83.574%). This supports the uni-
dimensional nature of this instrument. In
addition, a correlation analysis also indicates

Sholihin

that each item is correlated with the others
at p <0.01. The Cronbach’s alpha coefficient
for this instrument is 0.899 which can be
considered as indicating high internal reli-
ability for the scale (Nunnaly 1967).

Fairness of performance evaluation
procedures (procedural fairness)

This variable is conceptualized as the
perceived fairness of the procedures used to
evaluate the organizational members’ perfor-
mance (Folger and Konovsky 1989). It was
measured using a four-item instrument de-
veloped by McFarlin and Sweeney (1992). In
management accounting studies it has been
used by, for example, Lau and Sholihin (2005)
and Lau and Tan (2006). Respondents were
requested to rate the fairness of the proce-
dures used to evaluate their performance, to
communicate performance feedback, and to
determine their pay increases and promotion,
ranging from 1 (very unfair) to 7 (very fair).

Factor analysis extracted only one fac-
tor with an eigenvalue greater than one (eigen-
value= 2.283; total variance explained=
57.070%). This supports the unidimensional
nature of thisinstrument. A correlation analy-
sis also indicates that all items are correlated
significantly each other. The Cronbach’s al-
pha coefficient for this instrument was 0.734
which can be considered as reliable (Nunnaly
1967).

Fairness of outcomes (distributive
fairness)

This variable is conceptualized as the
perceived fairness of the rewards organiza-
tional members receive (Folger and Konovsky
1989). This variable is measured using Price
and Mueller’s (1986) five item Distributive

! In conducting the test, the responses wete divided into two groups based on their dates of artival. The test was

performed by running t-tests to compare the mean of responses for each variable between the two groups.
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Justice Index, subsequently used by McFarlin
and Sweeney (1992). These items asked re-
spondents to indicate the extent to which
they have been fairly rewarded in relation to
their responsibilities, experience, job stress,
effort, and performance, using seven-point
Likert scale anchored 1 (very unfair) and 7
(very fair).

Factor analysis extracted only one fac-
tor with an eigenvalue greater than one (eigen-
value= 3.815; total variance explained=
76.307%). This supports the unidimensional
nature of this instrument. In addition, a cot-
relation analysis also indicates that all items
are correlated significantly each other at
p<0.01. The Cronbach’s alpha coefficient for
this instrument was 0.920 which can be con-
sidered as very reliable (Nunnaly 1967).

Trust in superiors

This variable is conceptualized as
‘subordinate’s trust or confidence in the
superior’s motives and intentions with respect
to matters relevant to the subordinate’s ca-
reer and status in the organization’ (Read
1962). To measure the variable this reseach
also adopt Read's instrument to measure the
variable. It asks the respondents to indicate
to what extent they trust or have confidence

Table 1. Descriptive Statistics of Variables

in their superiors’ motives and intentions with
respects to matters relevant to their career
and status in the organization, ranging from
1 (to a very little extent) to 7 (to a very great
extent).

Factor analysis for this variable revealed
that only one factor with an eigenvalue value
greater than 1 was extracted (eigenvalue=
2.668; total variance explained= 66.691%).
This supports the unidimensional nature of
this instrument. In addition, a correlation
analysis also indicates that each item is cor-
related which the others at p <0.01. The
Cronbach’s alpha coefficient for this instru-
ment was 0.818 which can be considered as
indicating high internal reliability for the scale
(Nunnaly 1967).

Findings and Discussions

Descriptive Statistics

The results of the descriptive statistics
for each variable are provided in Table 1. The
table shows that the_respondents’satisfaction
with the performance evaluation system is
relatively low (mean: 3.12; SD: 1.25). The
table also indicates a relatively low level of
perceived fairness with regard to the proce-

Actual Score

Variables Minimum = Maximum Mean StdDev
Procedural Fairness (PF) 1.00 6.00 3.69 1.16
Distributive Fairness (DF) 1.00 6.00 2.75 1.28
Trust 1.25 6.50 4.26 1.22
Performance Evaluation System
Satisfaction (PESS) 1.00 5.33 3.11 1.24
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dures used to evaluate the detectives’ pet-
formance (procedural fairness) as well as the
distribution of outcomes or rewards (distribu-
tive fairness) they received. The mean for pro-
cedural fairness is 3.70 (SD: 1.16) and the
mean for distributive fairness is even lowet,
i.e.2.75 (SD: 1.28). However, the table shows
that respondents’ trust in their superiors is
relatively high (mean= 4.26; SD= 1.22).

Bivariate Analysis

Bivariate analysis was performed using
correlation analysis. This is to examine
whether procedural fairness is associated with
other variables in this study. Table 2 shows
that performance evaluation system satisfac-
tion is positively and significantly correlated
with procedural fairness (r = 0.338; p<0.05).
Therefore, the table supports the research’s
expectation that performance evaluation sys-
tem satisfaction is affected by the fairness of
procedures used to evaluate respondents’ per-
formance. The table also indicates that fair-
ness of performance evaluation is positively
correlated with trust in superiors (r= 0.299;
p< 0.05). Therefore, hypothesis H , which
states fairness of performance evaluation pro-

bl

cedures is positively correlated with trust in
superiors is likely supported. Further, the
table also likely supports hypothesis H ,

Table 2. The Results of Correlation Analysis
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which states that trust is positively correlated
with performance evaluation system satisfac-
tion. It can be seen from the table that the
correlation between trust and performance
evaluation system satisfaction is significant
at p< 0.01 (r= 0.380).

The correlation analysis provides initial
support for hypothesis H , on the mediating
effects of trust on the relationship between
fairness of performance evaluation proce-
dures and performance evaluation system
satisfaction (Baron and Kenny 1986). Fur-
ther analysis to investigate the mediating ef-
fect of trust will be conducted using PLS,
which is discussed later. While Table 2 shows
a significant correlation between fairness of
performance evaluation procedures and fair-
ness of outcomes (r= 0.399; p< 0.01), it does
not reveal a significant correlation between
fairness of outcomes and performance evalu-
ation system satisfaction. Therefore, whilst
hypothesis H , (fairness of performance
evaluation procedures is correlated with fair-
ness of outcomes) is likely supported, hy-
pothesis H , (fairness of outcomes is corre-
lated with performance evaluation system
satisfaction) is likely not supported. In addi-
tion, based on Baron and Kenny’s (19806) ar-
guments, hypothesis H _ (fairness of perfor-
mance evaluation procedures has an indirect

PF DF Trust PES
PF 1
DF 0.399** 1
Trust 0.299* 0.236 1
PES 0.338* 0.174 0.386** 1

** Correlation is significant at the 0.01 level (2-tailed).
* Correlation is significant at the 0.05 level (2-tailed).
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effect on performance evaluation satisfaction
through trust in superiors) is likely not sup-
ported. They argue that in order to have an
indirect effect, three requirement must be met
(1) the independent variable (fairness of per-
formance evaluation procedures) is signifi-
cantly correlated with the dependent variable
(performance evaluation system satisfaction);
(2) the independent variable is significantly
correlated with the mediating variable (fair-
ness of outcomes); and (3) the mediating
variable is significantly correlated with the
dependent variable. The table indicates that
requirement 2 is not met because fairness of
outcomes is not significantly correlated with
performance evaluation system satisfaction.

Structural Equation Model
Analysis

As previously mentioned, in order to
ascertain the mediating effect of trust on the
relationship between fairness of performance
evaluation procedures and performance
evaluation system satisfaction a further analy-
sis of structural equation modeling using PLS
approach was conducted. A structural equa-
tion modeling approach was selected because
it offers the flexibility to model relationships
among multiple predictor and criterion vari-
ables, constructs unobservable latent vari-
ables, models errors in measurement for ob-
served variables, and tests « priori theoretical
and measurement assumptions against em-
pirical data (Chin 1998a). A PLS approach is
deemed most appropriate because of the rela-
tively small sample size.”

The PLS technique consists of both a
measurement and structural model. The mea-
surement model specifies the relationship
between the manifest items (indicators) and
latent variables (construct) they represent.
The structural model identifies the relation-
ships among constructs. PLS is therefore able
to assess the validity of constructs within the
total model (Chenhall 2005). Although the
measurement and structural models can be
evaluated together, they should be interpreted
separately (Hulland 1999). The objective of
the structural model using a PLS approach is
to maximize the variance explained by vari-
ables in the model using R-Square as the good-
ness-of-fit measure (Chin and Newsted
1999). The parameter estimation procedure
associated with covariance-based structural
equation modeling is not appropriate (Chin
and Newsted 1999; Hulland 1999). Rather,
a bootstrapping resampling procedure is used
to estimate t-statistics for the PLS structural
path coefficient. Following standard practice
in accounting studies which use PLS (e.g.
Chenhall 2005) this study uses a large boot-
strap sample of 500. This figure is chosen so
that the data approximate normal distribu-
tion and leads to better estimates of test sta-
tistics as PLS does not required normal dis-
tribution (Chin 1998b; Gefen et al. 2000).

Whilst in PLS there are two epistemic
measurement model, i.e. reflective indicators
and formative indicators (see Chin 1998b;
Hulland 1999), in this study, relationships are
modeled as reflective indicators as items for
each construct are assumed to be correlated

* For example, to employ AMOS it is more approptiate when the number of cases is above 200 (Bacon 1997).
With PLS this study can use a small number of samples. Chin (1998b) argues that an adequate sample size for PLS is 10
times of the independent vatiables in the largest structural equation. Since this study have 3 independent variables in the

largest structural equation (with performance evaluation systems satisfaction as the dependent variables), the minimum

sample should be 30. Hence our current sample is adequate. However, when the formative approach of measurement
model is employed, the minimum sample should be 10 times the part of the model that requires the largest multiple
regressions between the measurement model and structural model.
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and measure the same underlying phenom-
enon (Gefen et al. 2000). Using the reflec-
tive model the individual item reliability is
assessed by examining the loading of mea-
sures with their respective construct.’

Table 3 provides the results of the mea-
surement model. The table shows that all
items load on their respective construct above
0.5. Hence the results of the PLS approach

Table 3. The Results of Measurement Model

Sholihin

validate the results of factor analysis
(Chenhall 2005). To assess the discriminant
validity and convergent validity of the con-
structs in PLS, Average Variance Extracted
(AVE) is used (Hulland 1999; Chin 1998b).
Discriminant validity is assessed by compar-
ing the AVE and the squared correlation be-
tween constructs. Table 3 shows the AVE
value for each variable for comparison with

Variables and Items Loading
Fairness of performance evaluation procedures (AVE= (.618)

Procedural Fairness 1 0.888
Procedural Fairness 2 0.771
Procedural Fairness 3 0.815
Procedural Fairness 4 0.653
Fairness of outcomes (Distributive Fairness) (AVE= 0.806)

Distributive Fairness 1 0.871
Distributive Fairness 2 0.932
Distributive Fairness 3 0.899
Distributive Fairness 4 0.868
Distributive Fairness 5 0.917
Trust in superiors (AVE= 0.668)

Trust 1 0.722
Trust 2 0.771
Trust 3 0.905
Trust 4 0.859
Performance evaluation system satisfaction (AVE= 0.851)

Satisfaction 1 0.879
Satisfaction 2 0.938
Satisfaction 3 0.949

> Whilst Hulland (1999) allows tesearchers to use a threshold of 0.4 loading to asses the reliability, to be consistent
with the benchmark used in the factor analysis previously performed, this study use a threshold of 0.5.
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the respective squared correlation. With re-
gard to convergent validity, table 3 shows that
all variables have AVE above the conven-
tional guidelines of 0.5 indicating that they
have convergent validity.

Figure 1 presents the PLS results. The
tigure shows that, despite the strong signifi-
cant zero-order correlation coefficient be-
tween fairness of performance evaluation
procedures and performance evaluation sys-
tems satisfaction observed in Table 2 (r=
0.338; p< 0.05), when the proposed mediat-
ing variables (trust in superiors and fairness
of outcomes) are included in the model, the
direct effect of fairness of performance evalu-
ation procedures on performance evaluation
systems satisfaction is no longer significant
(see Figure 1). The figures also show that the
path from fairness of performance evaluation
procedures to trust in superiors is significant
(r= 0.282; p< 0.05) and the path from trust
in superiors is also significant (r= 0.371; p<
0.05). However, the Figure 1 shows that

Figure 1. PLS Results

whilst the path from fairness of performance
evaluation procedures to fairness of outcomes
is significant (r= 0.476; p< 0.01), the path
from fairness of outcomes to performance
evaluation satisfaction is not significant. This
tinding is different from previous studies (e.g
Folger and Konovsky 1989; McFarlin and
Sweeney 1992; Lau et al. 2008; and Sholihin
and Pike 2009) who found that distributive
fairness is positively associated with satisfac-
tion. As previously mentioned, Folger and
Konovsky (1989) and McFarlin and Sweeney
(1992) found that distributive fairness is posi-
tively associated with pay satisfaction. Addi-
tionally, McFarlin and Sweeney found that
distributive fairness is positively associated
with job satisfaction. In an accounting con-
text, Lau et al.(2008) and Sholihin and Pike
(2009) found a significant association be-
tween distributive fairness and job satisfac-
tion. The difference may be attributable to
different samples or to different construct of
satisfaction.

Trust in
superior

0.2822 @) 0.371%
Fairness of
erformance Performance
pevaluatio n 0.291 > evaluation
procedures _system
(1) satisfaction (4)
0.476* Fairness of 0.004

** Path is significant at the 0.01 level (2-tailed).
* Path s significant at the 0.05 level (2-tailed).

outcome

3)
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Therefore, whilst hypothesis H , is sup-
ported, hypothesis H  is not supported. Based
on the path coefficients in Figure 1, the indi-
rect effect of fairness of performance evalu-
ation procedures on performance evaluation
systems satisfaction via trust is calculated as
follows:

Fairness of procedures — trust —satisfaction

0.282x0.371 =0.105

Since the indirect effect of fairness of
performance evaluation procedures on per-
formance evaluation systems satisfaction via
trust exceeds the absolute threshold amount
of 0.05, the indirect effect is meaningful
(Bartol 1983).

The results of structural equation mod-
eling support the group value model of pro-
cedural justice but not the self-interest model.
The self-interest model argues that people
prefer fair procedures because they are moti-
vated to maximize their personal outcomes,
whilst the group value model assumes that
people value their group membership not sim-
ply for economic reasons, but also for social
and psychological reasons (Lind and Tyler
1988; Blader and Tyler 2005). Whilst these
two models provide different arguments for
why individuals prefer fair procedures, they
both propose that enhanced fairness percep-
tions can improve various outcomes, such as
satisfaction.

Conclusions, Limitations, and
Suggestions for Future
Research

This paper investigates whether, and if

so how, procedural fairness affects perfor-
mance evaluation system satisfaction in a UK

Sholihin

Police Force. In particular, this study exam-
ines whether trust and distributive fairness
mediate the relationship between procedural
fairness and performance evaluation system
satisfaction. The study finds that procedural
fairness is associated with performance evalu-
ation system satisfaction. Further analysis
reveals that the effect of procedural fairness
on performance evaluation system satisfac-
tion is mediated by trust.

The results, however, should be inter-
preted cautiously mainly due to the fact the
data used are only based on 57 responses from
a UK Police Force. The responses, however,
represent 51 percent of potential responses.
Given the difficulties in accessing data within
a police institution (Metcalfe and Dick, 2000),
this level of response rate is considered to be
highly satisfactory. Moreover most police
force surveys typically have a return rate of
only 25-30 percent (Brodeur 1998). Future
studies, however, may validate the results of
this study using more samples or using
from other public
organisations. Apart from the aformentioned
limitation, this study provides empirical evi-

samples sector

dence on how procedural fairness affects per-
formance evaluation system satisfaction. The
results suggest that a performance evaluation
system should be designed in a way that the
system is perceived as procedurarly fair be-
cause when the system is perceived to be
procedurarly fair it will enhance trust in su-
perior and finally satisfaction with the per-
formance evaluation system.
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