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Abstract

The Department of Accounting of National Chengchi University and National Science
Council co-host the 2007 Advanced Accounting Research Workshop, inviting Dr. Yuhchang
Hwang of Arizona State University to help enhance the ability to publish in international journals for
local teachers and PhD. students. The workshop includes an invited speech provided by Dr.
Yuhchang Hwang, interactive guidance of research proposals and papers, and a panel
discussion. Dr. Yuhchang Hwang addresses on several important issues of management
accounting research and focuses of accounting research for international journals. As for the
interactive guidance of research proposals, Dr. Yuhchang Hwang gives specific suggestions to
five scholars’ research papers. During the panel discussions, Dr. Yuhchang Hwang and local
scholars exchange ideas about how to stimulate excellent management accounting research
and teaching. The participants interact enthusiastically with Dr. Yuhchang Hwang and other
panelists, achieving the goal of sharing knowledge among scholars. In reviewing the
workshop activities, we propose the following suggestions. First, interactive guidance of
research proposals can provide specific and concrete suggestions to local scholars. We suggest
that future workshops adopt this interactive guidance approach. Second, there is a series of
five accounting workshops as planned by NSC in 2007. We suggest that the number of
advanced workshops may be reduced to one or two, not only to more effectively utilize the
resources but aso to save the budgets.

Keywords. Advanced Accounting Research Workshop, Accounting Research, Management
Accounting
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I ntroduction of Dr. Yuhchang Hwang

Education:

8 Ph.D., Business Administration, University of California, Berkeley; 1987.
8 M.S, National Chengchi University, Taiwan; 1979

§ B.A., Fu-Jen Catholic University, Taiwan; 1977

Teaching experience:
8 Associate Professor, School of Accountancy, W. P. Carey School of Business, Arizona State
University; 2001- present.
a  Coursetaught:
Executive MBA, ACC530 Introductory Managerial Accounting
Master of Accountancy, Master of Taxation, ACC585-- Performance M easurement
and Incentive Design
v Full-time MBA, Elective ACC585 -- Performance Measurement and Incentive
Design
v Doctoral Seminar in Managerial Accounting
v Technology MBA -- Motorola at Beijing, China; Managerial Accounting
v Executive MBA (Shanghai, China) -- Managerial Accounting
v Executive Training: China Mobile —Performance Evaluation
§ Assistant Professor, School of Accountancy, Arizona State University; fall 1995 - 2001.
§ Assistant Professor, Joseph M. Katz Graduate School of Business, University of Pittsburgh; fall
1987 - 1995.
8 Teaching Assistant, University of California, Berkeley; Fall 1982 - Summer 1983, fall
1984 - Spring 1985.
8 Instructor, Second Lieutenant, Chinese Army Finance & Quartermaster School, Taiwan, Oct.
1979 - Aug. 1981.

Biography:
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perlormarice riessrernen Lo laomg gl

Specific

kKnowledge }

Walue of 1

Koaniidis TR | Individuat |
Sharing ISR

i BTATE
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O Approach — Model £ Empirvical Analysis

1. To guide empirizal lesls we develop a parsimoniows model of
the firm's incentive desion problem in which the principal

a. impul Predictions should be interpreted

TR im terms of relative incentive weights and
7 lest the relative probability sty

Heek dala, which ol dala om.

1. Variows i uring practices

2. Types of menetary rewards offered to manufacturing

employess

i BTATE
Urrvirary
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Madal"s Main Assumptiens

u  Delsgation Medel (Raith 2005, Frendergast 2002}
a  Tweo-agent, tao-task model
% Indivadual versus proup Gasks (otal Devel and allecativn ol elfiad )
o Frivate signals an productivity dgroop amd individual raslk
o Bpecifie knewledoe
& Vallue of poaling informstion
o lamesr comrpersalion:
& Irdividual ingut performance meanm: (without noise:
o Delivadual oubpal perfamance msasare (il e
< Oroup oulpul pelvcrnanee medsure (wilh omse)

i BTATE
Lervirary

2R i T HETRE ST

11
Wil liang Fiwaig
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l'undamental Tensions in Analytical Model

< Impub versus oulput mepsures;
o Paving ool inputs mindmizes agent’s rigk bt provides no incentive o nse
gpaeific knowledpe
o Lricle-olf bebween rigk and icentives
o Imdividual verans group- based pay:
& Growp perfarmancs measnres cneoorape knowledee sharmg, bt redoee the
ngpil s rel leve moeniive o ese bis speolic knowbedie on e bl ] sk

* Trode-off betwean incentives touse specific knowledee an indnvidual versus group
tazk

m’.\u:uu‘l.\u
Lervirary

T 2R e ff FHERE L 2

Wil liang Fiwaig

I P CAREY
| s Summary of Predictions (1)

3 Hypthesis 1: The greater 1s emplayees” speclfle knowledge. the more Hloely planis are
10 nse g performanes measines, < Supparid

2 Hypmthesis 22 The greater the valoe of fermation saring, te more Hkely plas are
B nise Gl rerForTnARcs Measne, = Supjeerisl

= Hypotheals 3a: As the value of knowdedge sharing increases, the Hkelibood of using

exchasively groap nwed culpel perfunmusce measures Bereases Conversely, as e
level of specilic koovwbedee incruses, e likelileod of ming esclsively vroup based
anrpait. perfnrmames messares deerenses. =+ Sapporied

m’.\u:uu‘l.\u
Lervirary

2ameErar it TR LA o
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Summary of Predictions {2)

2 Hypothesls Jo: A fhe level of epecific knowledme Dneresses, e liflaence of the
valee of knowledge sharmp on the likelithood of wsing exchesively group-based
autput perforrnance ieasares decreasas. = Modest Suppon

o Hypoihesis 4: Az the unccrtainty in g fom*z operafing environment inercasea, the
bbbl s e o ess codpnel perGomnee memsees deceises. = Sopposled

m’.\u:uu‘l.\u
Lervirary

2ameErar it TR LA 4

Wil liang Fiwaig
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Empirical Construction of Dependent Variable

Which of the following neenetary rewarde dowe tee plant offar
to production employres? {Cheek gl that apply)
. Pay for Knowledge

Fay for Skille

Profit Sharing

Giain Sharmg

Kewends fin Lesirn e formomes

Rewards for individoal pesformance

Urther

Mume

i BTATE
Lervirary
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Classification of plants reward types

- Rewards for individual performance| gm  Output, Individual
- Gain Sharing
- Bewnrds for team performance = Output, Group
—T'av for Encwladge
— Pay for Fkills 4= Input based Measure
— Profit Sharng
— Cither
Mz
i BTATE
Urrvirary
e it TR LA b
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Figure 1; Sumple Distrbulion: Choice of Performaaee Measores

Exclusively Tiuput

Measnres

1.117¢51.57%% :':dlﬂdlml-hased
Total Sample | EmnrE
2166 planta A28 {15 01%y

Ouipnt Measures —
1040 (48 425)

Inalividual @nd

group-based Measures
296 (13,570

Crronp-based
Measures
25 (15 62%)

i BTATE
Urtviramy
2ameErar it TR LA v

Wil liang Fiwaig
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Proxies for Specific Knowledze and Knowledze Sharing

o Specific Knowledge:
% Productmm process conmplesily mnl workers” shill Bevels

& Frcdiger 10 Aneer, Balz seed Kroceer | 93s Tisdc sl Setere 1905 Slogpe] |95
Taema, Thanvre: are] Troske 1597

o Kuwewledge Slaring:
o Uhe gl liberanire suggeste et total qualivy msais g iilEstives
ATy sl fritionivea b enbsee the eMiciency and spead of the predoe i
pravess (e g agile mamuliunng] reyure knosledge diormg bedween workes (e
be gucressful
= Wk pnl s 15948 Cra, MeF s il Sclroada 101

i BTATE
Lervirary
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Fromies for Specific Knowladee amd Knowladee Shanng contimed

u  Identifissd two sets of survey questions that related to (1] the sxtent 0 winch
plants inveared in production related technalogies and 72y the extent 1o which
phunds vrpilermen el v bmives vl loogueh by msrigzernen | arod
efficiencyrepaed of the production procese

o Conmon factor anabysis evealed tlaree distioet Bactore (Tabde 2, Zb and 2u)
L. Cremlily (Vidlue of lnewledge shoringy
i Speed {Wahee of knowledgr sharing)

ES Techmslogy (Specific Knowiedloe)

i BTATE
Lervirary
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Envirenmental Unsertainty

u  Emvironmental uncertainty reflects the anderlying naturs of the
prosdnetiog process,

U:Ilﬂﬂ'tﬂ.’i.‘fl‘l.}‘: Serap maitas
S[n < ::} Defact rates
Mfiialinniare Warranty Costs

Inverse of first- pass quality vield (UNCERTAINTY)

i BTATE
Lervirary

2ameErar it TR LA o

Wil liang Fiwaig
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Control ¥Variahles

Chher infivential arganizational tactors that may be correlsfed with our
main mndependent vanables
2 Progzress leoweot b s fivalirg shalus QAR FRACTTITER)
+ Primary order fultillmant method (SFECIAL GROER)
% Product mix (LT
& Procuction volume (R0 LA
[roduction peocess (MR OCEES)
Ezcbent of twiowizaticn (LRTCN
Eize of plant f=alcsh (5T
Age of plant (AGE)

£l

LI -

i BTATE
Lervirary
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Empirigal Model Hypotheses 1. 2 & 4
{hoice of Performance Mewsare (41

Lot (TR '“"F f+ BT PRCHNCGOR Y 57 .;;r.mun £ SRREL et
o L-“.?_‘EE:A.NTI’ - et
/.-_’P'-' 11rFPR.-|CTIC‘£5 3‘01‘5‘.&3?:4?' "F "ﬂ.l'f‘ é?ﬁ POLIAE |
f,.-*’ PROCESS- m me,v i1 SRR ,a‘,; FAGEY ¢

_,.z" / ,,-' o

Hvpothesis 1 (spc.:if}qﬁﬁ'c.wladg;;:-ﬁ] -

.-°)"f .-"'-' a .
Hypothesis 2 (Value of Knetledge Sharing): 2 = 0 and f3 =0
Hvpothesis 4 (Environmental Uncertaingy): fd < 0

i BTATE
Lervirary

907N SC A FHE A i
Wialiet i s g Bl woang
- Trependent wariable CarfMelent
a1 Walkd =3}

= Fatrroa ERELI
TECHIOLOGY T e — Hypulhesis 1
(LD L- “:'i“-:.hil
e C it I vpothesis 2
UNCERTAINTY :-0-'10-_”:_'_.'.= +———— Hypothesis 4
MFEEACTICES ]
L T LA i)
MHF [N Fia
FGLLAE Dk
PR A5
LI AlAmg
P e ik
AGE 1561+
Likwlilkord B T s STATY

Urrvirary
T 4 FHET T A %

W il g Bl g
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Empirical Model Hypothesis 2a

Individual versus group-based output measures (W2}
gt ($RREH HT= e — ST THOHNORORT £3 QLTI Y— 83 SPRRI Sid
o UNCERTAINIT _o'..! i \
I &5 MF PRACTICES | ,-_,fif__m.ﬁl STMIXT SR VOLUAMED &P
PROCESS+ S10-UNION+ 511 SIZE+ F12AGE+ &
] i

"\ .h‘

Hypothesis 3o (Specific Knowledgel: pl <0
[Iypothesis 3a (Y aloe of Knowledge Shanng): (2= 0 and f3 =0

i BTATE
Lervirary

2ameErar it TR LA ]

Wil liang Fiwaig

I P CAREY
- RHOH T UG

Figure 1; Sumple Distrbulion: Choice of Performaaee Measores

Exclusively Tupu -
Meanres s i
1117 (51 57%) ¥ :':dlwdlml-hased \
Total Sample b it )
21656 plants Al
Quipnt Measures — Irnelivitdual amd
1040 (48 430 group-based Measures
2496 (13.57%)
< Gronpbased
Limit sample to abtain —__ Ir’ Measures %
—= 425 (1%62%)
clear contrast G e
Mg STATE
Urrvirary
2R e ff FHERE L as
Wil lian g Hwang
- Trependent wariable CarfMelent
I Wakd =2}
Feloreapl =D2ED
TACKNOLOGY [ Aasmr Ty 1 H fimry
ey (_i ’-ll“""‘,; T ypothesis 3a
EPFER L"'--'-.WI-- :_i
UNCERTAINTY AT
L7 ERATTICES A
L AL
iy o
FOLLASE o210
PRCEER s
L AL
AR L
AGE a1E:
Likwlilioeed Euin mE gy STATH
Urrvirary
TITEER AT FHIT TR BT £

W il g Bl g
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Testing Hypothesis 3b

Lol (GROUFY— o+ 51 TECHMGLOGY+ &3 QUALITY+ 53 5P + 4
Veeedwwsbeany ™ el + E5LNCERTAINTY — 84 U BRACHIORN— 87
QRDER+ 58 haly—
AR POl LE- _ﬁfﬁfﬁa}i‘fﬁtﬁf]&‘ﬂvﬂfﬂhw S1XEZEY 713
AGE— = -
-

Mot significant

Te shows am mteractive effect 11 a non-inesr meodels we should not rely
exelusively on e sigmilwsoee of Oe nleroeton sosDoeal (A am)
Femmon, 2003

AN
Because: @)

=7
FTECHNOLOGY AQUALITY

AeniEedy BTATY

Urrvirary
2R e ff FHERE L ar
Wbt liang Hwang
I\ P CAREY
EHOH T RN
Figare 2: Average Interactive Effect Specilic Knowledge and the
Value of Knowledge Sharing
SLk %
LR
nwaa, — + & +
R T L]
S ’ =
wa = i it - L
s . i
SLE - .
£ : 3 ; [
LEd nw LLES LY L1t mrx

i BTATE
Lervirary
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it Conclusions

L] Ecmig Enowlcdge and fhe valoe of knowledze hating are important
terinants of icentive desigie for mamfaciing workere
u  As specific knowledge and valve of knowledge haring increase:
4 My inveotive weigbl: on nstpul:
a  For firins wsing autpar perfommance fmeases;
4 Au e value ol Enewledwe stirang menssses, leens shill Jhoorn s dual sulpol pas
B goup culp paay
o s the exdent of specific knowledge increases, firms shifl fhom groap autgan pay to
indivlaal i pay
u  Theinflnence of knowlzdge & on incentres desimm amd coneaquantly the
importance of proap-based pay is dimmizhme in the cxtent of werkors®
epeciiic knowladga

i BTATE
Lervirary

2ameErar it TR LA m

Wil liang Fiwaig
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Recap Hypotheses 1, 2 & 4

o Hypothesis 1- The greater is emplovess” speettie knowledge, fhe more likely
planis ase fo nse cotput perfoimalce reasies.

o Hypathesis - The greaer the valee of information shanng. the more hkely
planis ase fo nze cutput performance measares.

o Hygedhesis 40 As the wncecdomly o Fomn's openiding envmeannenl morsss,

the likelthood that a fimn vaes outpet perfoomans e messares docrcasra,

A STAET
Uravieary

IRITT 207N EC i T AR 40

Yulecliang Hwang

I P CAREY

Hypotheses 3a & 3b

Hy sl hessiis 3 Avs b value ol kriove ledae Sinmng menssses.

e likelthood of usleg exclusively gronp-Tased outgut pecfornances meaewree
inefeases. Conversaly, az the level of

spoeitic knowledpe incresscs_ the likelthood af namg

exulisavely wmong-tnsed cudpoel perfoamrve ressies deoseses

Hypotlesks 3t Ae dee level of epecific kinwledge increazez, the influence of the
viahiz of knowledge shanna on the

likelihood of neng sxelwsreshy gronp-based outgut

pertemmancs measures decreases

ARiE iy BTATE

Lervirary
2R i T HETRE ST 41
Wil L g Flwesting
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Table 2b: Association between QUALITY and SPEED Factors with Mean

Responsex on the Extent of Sell-Tirected Teams, Traindng and
Annual Labor Turnover Hate

QUALITY QUINTILES

= = w [ o
S kel gradicipale in acifSiecs raims: 174 IR 14 2425 2054 A5
Aanpnl ul ol by (Houns)] 13427 14,9 LT.a8 1053 PRI
Asnnel [shor Semover rale M0 k10 =N L5 LS Tk

ATEFD QUTHNTILES

s 1 ™ i Eil
e worker parhinpabe o sed-drect teams L 1021 2413 T A7 b
A | ar Tl by [Foara) 1350 1574 [ERE 16547 PR ]
Sl [l b raby (%60 &7 i M e 417

.1

2ameErar it TR LA a3
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Tahble 2¢: Association between TECONOLOGY Factor and Mean Dollar
Vulue of Flant Shipmenmis per Employee

TECHNOLOCY QUINTILES
i - $n 4 o

Hai conlieg %o inplen saladi 3o4n 4193 4458 £8.10 GE. 14
Comjmer o deden (S et R LINE] A I8 AR
Crompubr ilamalel g 4 iyl L] BE M 6L Hi0E TS
Compenized muntessnes management [V ITm w2 17 Ok a1k
implanmnlaly

Dl iy ehipmvml e plad. wogduyees (e L P ek | Frht 1 L MEAG
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Research in Managerial Accounting

Revising, packaging and promeling your
mannseript

i BTATE
Lervirary
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- HOH T RUEE ‘
Start with a good 1deas

+ Ciond paper va “papers”

+ TR RN I — where is the “heef™
— A grod dea m the hand i worth exceptional date act and'er
creatve methodology
+ Movelly, practicalily is lhe key
— Ask tha fellowing questicos: who wall read v papae T Why daes
iy [raper matter
= Movelly a5 miol e fneand by “rebaody b come a1 beefoee™
o Agid-test: the essawtial question bo ask is:
- Can Tuae fhe findines fior me MEBA davs. Wiuld cxocutlves be

imtzrested inmy research findings”

i BTATE
Lervirary

20 '-tH'M-' 'Huﬁ!l-'!‘-! [t
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Motivation

+ Simply extend other’s worls will not get published in tier-
one jounrnals
+ Mot to worry about finding zood idea; instad.
— Crun proper pracrical expanences b visining conymmies or
teaching hDAs
— Dollow professional/buziness joumals as well as acadermc articles
o Agig shadenrs in general lack proper consltingworking experience
AR shadent in statistics ecennmetics with proper work-eeperiences is
preleradbile Lhun o iraghl-A" sheded
— It & Likely you wall havee more rleas than whan you san hangdle

+ Teaching and rescarch arc inscparable
+ Good researchers often are good teachers
i BTATE

Urtviramy
T ENEC AU R 3

Fiilichamng Haang

I P CAREY
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Data set

+ When voul acquire an enigue data set:
Yo nowesl sk why ured o b dalo sl o help you sddzess
unpetant research quesions
o [iis orique becanse the data set could Jelp vow in shedding light on 2
arifieal roepcarch question
— Lmicpeiese s ol cefimed by “nobwdy clse ias 0
= Iax delined by pacbiolar charsdrasivs ol's duls el
= Altematively, a convenience data set is:
— O Uizl yire Bagrpen Lo barvees 1., parbicular indusby dala =d
Tt ean he used o test @n impritors. hapathesis tha: all the doa elements
neded)
— lbowever, yo must then gustity the possihility of generalizing findings o
alber szttings

i BTATE
Lervirary
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Fiilichamng Haang
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Data set

+ When design a survey data set
Vulichly cheeck 15 orilsa]
— Spend 20% your time on research msues, hypothese: development
annl g pmdicanmires desizn
— Ancher voar research oo a specitic “thecretical® around
o Dhwvalop proper “alrevnative hypotheses™
* Having interasting counpeting hypothesie 1= coitical to a pood research
papt
Clureully pre-lest (use renl sargle nolodenl smmpsle ) vour
R EE A T=TARE ]

i BTATE
Lervirary

i A A S T 5

Fiilichamng Haang

27



I P CAREY
- RHOH T UG

Theorv/hvpotheses development

+ Familiar with the literatre
— Swmumarlzirg, mainstream literature pertains to your research topic
— Theory 1= not equivalent to “model*
o Kany of the manaperent theory are son-maedel oseared
v Theory™ helps ron artienlate the kegie of your thought process
= Fromer Theary haly yon devialop ibe Frimawaerk G pol hesas
— De focused
* Be leaz ambitions i developing theory amd hypothseses
Tenlally ke eootobulions of your waork
o Justify wliy wour research ie critical
— Extent exisfing theoys
= Irwegrade diffcrent achoals of thongt:?
— Reclving vorlbiding prediclsmsT

i BTATE
Lervirary
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Fiilichamng Haang
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Manuscript writing

+ RiMG of vour time on a paper is i writing and dealing with
FOVISWETS
— [will take amvone with pood writing to be my co-author
o Dhata analyeis iz leagt Dopertasce duing the proooss,

* Your career palh 1s primary delermined

— Mot Iy vour grade,

Melbeer Ty how smend vou e
— Tnateacl b whether wou are a gead wrirer or noe!!

i BTATE
Lervirary
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How to write

+ Lzarn by example
Find oaie or Lo clussio urlicles moyeor Debl
= by Lhe sly e ol wrilng
= Al ol P onn yon uriderstan the sy sdly
= Wl e e alsle bermrne e siyle
+ DPractice writing by summarizing kcy concepts of an article
into shoet paragraph
— Hequired task for my students
Tlse shomd sendences, convilled exgrmessaan will i help

+  Internal comsistency of all nartatives

i BTATE
Lervirary

i A A S T ]

Fiilichamng Haang
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How to write

+ HKeadability and comprehensible ars the kev
Flaws ol the poper muost L prope
— Ddake the story =imgple
— Proper lmkage/transition between paragraphs
+ Proof-rending for typos is a must
— Hire a professional editor to assest you (Chlson docs 1t

— Altematioely. ask o sonddmeghrer collesgnes o friends o ramd
and commentimg on your manuscrt

o It realby deesn't matrer whether teey anderstand vour field ar nod

i BTATE
Lervirary
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o

Fiilichamng Haang
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Presenting the manscript

+ The more the hetter

i ugzmemssive 11 seeking opporioniies Lo presenl vour pagper
— Presentation unvells'reveals “twoles™ in the paper
— Other people with a frezh mmd =zt can casily spot shortecming of
your work
* Presentation iz ot tee occaeion for yea to “shoa-off”
o Ratler, vow ame looking for constroctive supgestions
Rrean-hag, werkshop ar conference

— Mever submir a paper without having at least three o four
[eseta ions

i BTATE
Lervirary
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How to deal with reviewers

+ Monews is good news

Theere 15 ulveuys o hoge — so looe s il s ool en oozl rejesion
— Remember, reviewsers” job ie not to praise vou
o litead., their job ie to find faalte oo o ga par
— ln vory Tare ocoasicns TovISWer s ) may give positrie prascs
o Thick-shin with a cabm-sprit is essential for sorvival in the fald
* Upen reeerving the reports, glance throngh the resaews and have an

ol | imppnnsod regnoching dhe Gl ol (he pooper Goes exnmmples: Lol
newws alnd “not-so-bad” newe)

— If thewc 4= arw doeodda pegaeding rhe dreerlon of the citanrevl o’
aplrdde

w Ak vour colleague to resd the review far you

i BTATE
Lervirary

0T ENSCEH R TR

11
Fiilichamng Haang
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How to deal with reviewers

o Pur asede reviews” repors for a ew days
v Review comments a few days latter
— Taka detailed notes oo all the comments  (offen mere than 2% comments
b a single reviewer)
— Upon completion of wote-taking
» Disouss with your co-authors on the intents of the reviewersieditor
— Tour (e i b g e o e wpepsmivmily . ur e clenie i asdnandy <lin
— Pricmtze reviswers” comments
* Emk mnd group comansnts into:
- ik fives.
~ Bimzhe, msiby o Fooiks, 2l
- Exderaive 1o dlest inpassid: taks

= Evaluating the chanve Fn soseplamee il raang probleon: m faing Tiopessible
ks
* Tidentity sbernenive weana e aoflady oevicwers' demanda
ARiE iy BTATE
Usavirary
T ENEC AU R Lz

Yulichng Hewang

I P CAREY

Responses to reviewer s report

+ Npan completion of revision, vou wouold need to write
response o reviewsars
— The rule:
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Memorandum to Associate Editor

Thank you for your encouragement and extensive constructive comments. We believe
they helped us immensely to improve the focus, clarity and contributions of the paper.
Compared to the previous version, the revised manuscript now contains a much deeper link
to the prior literature and with stronger managerial implications. We also made significant
revisions to the measurement and data analysis sections to address the issues that you and
the reviewer raised.  Below is an outline of our revisions to the manuscript, organized
based on the sequence of the comments in your review. Whenever applicable, we briefly
summarize the essence of your comments to ease the review process and to communicate
our interpretation of your concerns and suggestions.

Strengths
We appreciate your encouragement and the suggestions to incorporate the recent worksin
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the HR and organization learning literature.
By incorporating these works, the revised manuscript is now better motivated (see pp. 1-2)
and is able to render evidence supporting of these recent developments (see pp. 26-27).

Theory

Motivation and Introduction.

We appreciate your suggestion to re-orient the manuscript by focusing more on testing the
general implications of the contingency theory. In so doing, purchasing management
becomes the context of theory testing. We further appreciate your suggestion to highlight
that purchasing management is an important context for theory testing, especially with the
rising interests in business-to-business e-commerce.

Accordingly, we have significantly re-written the introduction (pp. 1-2) to reflect the
need to test the broad theories of the performance contingency effect between product
strategy and organization design. Additional efforts were made to highlight the
practical significance of the issue and our contributions to the literature (pp. 3-4).

Whenever applicable, we also made the needed revisions and/or enhancements
throughout the rest of the manuscript to further elaborate on the impacts of the
preceding changes.

Hypothesis

a. Hypothesis 1

1) Matching
Following Reviewer 1’s comments we have re-worded Hypothesis 1 and

changed the word “matching” to “congruence” to better reflect a
non-binary notion of alignments between structure design and a
chosen strategy.

2) Monotonicity

Basically you suggest we make a better and more readable presentation. The
reviewer expressed the same concerns. We thus revised the presentation
accordingly. The discussion following H1 is now kept at the conceptual level (pp.
8-9) without resorting to the prediction of the functional form of the relationship.
Instead, the testing and the discussion of the functional form are provided later in
the hypothesis testing section with a series of self explanatory numeric examples
derived from the analytical findings (see pp. 21-23). In addition, the managerial
implications of the findings are discussed in the results and implications section (pp.
25-28). We believe the preceding changes should enable a better understanding of
our unique contribution to the literature by [1] specifying the functional form of the
relationship between structure and design and [2] offering the managerial insights
derived from the analytical findings which are supportive of the recent thesis in the
organization learning literature.
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3) Literature review
Whenever applicable, we provided relevant literature to the preceding revisions.
b. Hypothesis2

Your suggestions on hypothesis 2 are greatly appreciated. Upon reflection, the
development of hypothesis 2 in the previous draft was not clearly written, lacking
support from the prior literature, which caused unnecessary confusion, even though it
does bring out an interesting contrast between “global” and “local” performance
evaluation. The comments from the reviewer essentially reflect the same problem.

Accordingly, H2 is now better developed: starting with a discussion in the
introduction section (p. 4), with the explicit contrasts (between H2A and H2B)
explaining our rationale for the predictions (pp. 10-11), and concludes with the
implications of the findings (p. 28). We believe the revised manuscript now
clearly articulates the merits of investigating hypothesis 2 and the basis for making
differential predictions.

C. Three-way interactions

Your suggestions here, together with those relating to the introduction and
motivation section, clearly point to the need for deepening the link between our
manuscript and the prior contingency theory literature. We appreciate and agree
with your assessment.

The previous draft treats uncertainty as a construct in measuring product strategy —
a position that we should not have taken upon extensive review of the prior
literature. Uncertainty and product strategy should have been treated as separate
constructs regardless of their empirical correlations. We believe this
misspecification caused further confusion.

In the revised manuscript, we now make it clear that the focus of the manuscript is
on the performance contingency effect between structure and strategy, both are the
results of adaptation to, and learning from, the changing environment (see
discussion on pp. 2, second paragraph). Given this focus, we view the
environmental variables (for which uncertainty is a part) as the control variables.
Thus, our study is in sharp contrast to the previous works — which focus mostly on
the contingency link between environment and strategy or between environment
and design choices.

With this current focus, we believe it is crucial to first filter out all the
environmental effects (including those related to uncertainty) from the dependent
measure (i.e., ROA) before examining the interactions among the structure and
strategy variables implied in the hypothesis. We also revised our analyses
accordingly using a two-step regression, pp.20 and footnote 12. We believe by
taking the preceding perspective, the revised manuscript is able to focus on its
contributions to issues of theoretical and managerial interest. By contrast, if we
were to follow the three way interaction perspective, the focus of the manuscript
would be completely different and we are unsure [1] if this tradeoff is worthwhile
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given the nature of the three way interactions remains unclear, especially with
respect to the functional form and [2] our data set has sufficient power to model the
underlying dynamic of the interactions.

In addition, the revised draft no longer confounds the measurement of uncertainty
to that of product strategy. Per your suggestion (see later), the measurements used
in the revised draft for product strategy are now directly tied to the prior literature.

Methods and Measures

1. Sample

As a response to your suggestion and reviewer’s comment (response to reviewer
Point # 1), there have been several changes made to the sample.  First, throughout
the paper we now use 194 unique observations. Each firm accounts for a single
entry. The number of observations increased because we changed the variables used
in the analysis, and the new set of variables was available in 20 more observations.
Table 2 was added to explain how we arrived at the 194 observations.

Per your suggestion to compare our sample to the total population, we have added
Table 3, Panel B, of demographic data about our sample. This table shows, and
we discuss this in the text, that the firms in our sample are larger than the average
firms in COMPUSTAT. We date that one of the limitations of this study is that
we have underrepresented smaller firms, so extrapolating our results to such firms
may not be possible.

Unlike most surveys, response rates are not a problem in this situation because
firms pay to participate in the CAPS studies. Therefore, once they become part of
the organization, they participate. Thus, the "non-response bias' that occurs with
other surveys is not a problem here. However, there is a self-selection bias
because firms choose to participate. By comparing the sample and industry means,
we have identified how the self-selection bias affects our sample.

2: Measures
a: Confirmatory Factor Analysis

Thank you for pointing out the need for using confirmatory factor analysis to validate
our measurements for product strategy and organization design. We agree that this
would be an ideal way. However, we did not do so for the following reasons.

1. Confirmatory factor analysis is commonly used in studies that have relied
on survey responses to confirm construct validity and insure that the
measurement does not suffer from perceptual bias. In contrast, measurement
of the congtructs in this study is based on archival data (i.e., CAPS and
COMPUSTAT). While using archival data mitigates perceptual bias, it
presents a sample size problem in our context. As you have correctly
pointed out, the main concern we are facing by using a holdout sample for
testing the validity of the constructs is the size of our sample.
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2. However, we did follow very closely your suggestion to identify the
empirical proxies for measuring product strategy based on the prior
literature (see pp. 12-17). In doing so, we believe the measurement now is
grounded in the prior literature and is explicit on the selection criteria (see
page 13) and thus allows for replications and making comparisons to the
past and future studies. As for the proxies for the design, we are restricted to
the archival data set collected in the CAPS survey. Again, we now tie the
measurement to the prior literature.

To make sure that the readers are aware of this orientation, we make it clear
that our use of the factorial analysis is for data reduction rather than
hypothesis testing (Harman 1967, Kim and Mueller 1978).  Specifically,
the factor analysis is for reducing the dimensionality of the proxies (for
measuring product srategy and design structure) and with the resulting
factor scores to be used in the later analyses when testing the main
hypotheses.

3. The main focus of the study is to investigate the performance contingency
effect between product strategy and design rather than validating their
construct validity. In fact, given the vast amount of the literature on both
constructs and the disparity in the measurement approaches (e.g., survey vs.
archival) in the literature, future studies may find this investigation to be
worthwhile. Granted that our measurement may suffer in precision for
lacking a confirmatory analysis treatment, we believe the noise in the
measurement could bias against finding the results (i.e., the interaction
effects and the functional form) we hypothesized.

b. Measure for Product Strategy

In essence, your comments point to the need to tie the measurement of product
strategy to the prior literature. We agree and have revised the measurements
extensively to make them more credible and more focused.

To better measure Product Strategy, we reviewed the prior literature extensively to
insure that the empirical proxies we now use in the revised manuscript are rooted in
the prior literature. As indicated in the revised manuscript, our conceptualization
of product strategy is based on Porter’s framework (see page 12-13) and is now
being proxy by six measures. R&D Propensity, Advertising & Administrative to
Net Sales, Relative Gross Margin, Market to Book Ratio, New Capital Investment
to Sales, and Asset Utilization (see pages 13-14).

In addition, the new measure of Relative Gross Margin is a ten year moving
average of the differences of a firm’s gross margin against industry mean gross
margin. It thus removes the industry effects on margin.

Concerning your observation that some of these measures are correlated with ROA,
we agree. In fact, by resorting to the use of “objective” rather than “subjective”
measures of product strategy, it is unavoidable. However, we are comfortable
with this tradeoff in that the main focus of our study is on the interaction rather than
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the main effect (see footnote 7, p. 14).

We have also addressed your concerns on the coefficient of variation and cash flow
predictability. We no longer used these two measures to proxy product strategy.

Justify the use of ROA per Accounting literature

We have reviewed the accounting literature to identify papers that are studying
similar questions to ours using ROA as the dependent variable. Balakrishnan,
Linsmeier, and Venkatachalam, (1996) make the argument that ROA is an
appropriate performance measure when the phenomena being studied can improve
a firm's gross margins and profits but may require additional assets to produce the
benefits.  In such cases, looking solely at income or asset utilization measures of
financial performance would be inappropriate. Rather, using return on assets to
combines both measures and enables an examination of their joint effect on firm
performance.

c. Measuresfor design

In the prior version, we attempted to describe the anticipated congruencies in the
discussion of the measures. This is what lead to your concerns about whether
specific variables were measures of strategy or structure design. In this revised
manuscript, we have discussed measures exclusively in the Measures for Product
Strategy and Measures for Organization Design at Purchasing Management L evel
sections.  We believe that this will eliminate your concern.

d. Editorial consistency — done.

e. Control Variables

Thank you for your comments on the control variables. The revised manuscript now
contains a much broader set of control variables as indicated by the prior literature,
including those at the environmental and industry levels (see p. 19 and Appendix 1).

Analysis
a Cross-sectional and Time series data

Your observation concurs with the reviewer’s comment (point # 1) that our earlier
analysis suffered from a problem of pooling both cross-sectional and longitudinal data
in the analysis. In theory, a panel data approach would be the ideal model for the
analysis (Green, Ch. 16, 1993). Unfortunately, our sample is not a balanced panel (i.e.,
same number of years of observations from each firm); and the technique requires a
minimum of two years of observation for each sample firm. Thus, under the panel
analysis many of our sample firms will have to be dropped. This will further reduce the
sample size. Given that we have a small sample to sart with, an unbalanced panel
approach is deemed impractical. For the same reason, it is impossible to have a change
model.

Alternatives to a formal panel analysis are as follows. 1) Taking the mean value of
the independent and dependent variables of different years of a sample firm and make
it into one entry for each firm [Lang & Lundholm, 1993]; or 2) using just a single year
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for each firm (e.g., using the most recent observation available in the sample for each
firm) for the analysis.

In this revision, we have taken the first approach. Although in the current text we only
report findings from the “mean value” approach; qualitatively, results from the “most
recent year” approach are quite similar to those based on the “mean value” approach
(please see footnote 6 in the text).

The final sample size for the analysis is 194 distinct observations and is consistent
throughout the analyses in the paper. Table 2 shows how we arrived at that number.
The reason that the number of unique firms in the sample increased is because we
eliminated/added some variables based upon the reviewer's comments. As a result, the
number of complete data setsincreased from 174 to 194 firms.

b. Lag Effects:

There are two difficulties with presenting a lag model for our analysis.  First, there are
no clear event dates from the data set. Hence, we do not know when the firm made its
strategic and design decisions.  Thus, we are unable to hypothesize how long (or even
if) we should lag the performance measures from the independent measures. For
example, if the firm has adapted its strategy and design in the past, then the effect of
those changes would already be seen in the current performance measures.  Second, if
firms only recently made those choices, we should not find the hypothesized
performance congruency effect. Thus, using an un-lagged model biases against our
results. Because of these reasons, we believe that using data from the same year is

appropriate.

However, to evaluate the robustness of our findings, we aso ran the model using a
one-year lag model, and the results did not change (see sensitivity analyses on p. 25).

Editorial points

1. Citations:
We have added appropriate scholarly references; including many suggested by the
reviewer.

2& 3:

We have shortened the title of paper as you suggested. Also, materials not
belonging in the method section have been removed.
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Memorandum to Reviewer

Thank you for your encouragements and constructive comments. We believe, your
comments and those from the associate editor, help us immensely to improve the focus,
clarity and contributions of the paper. Compared to the previous version, the revised
manuscript now contains a much deeper link to the prior literature and with stronger
managerial implications. We also made significant revisions to the measurement and data
analysis sections to address the issues that you and the associate editor raised.  Below is
an outline of our revisions to the manuscript, organized based on the sequence of the
comments in your review. Whenever applicable, we briefly summarize the essence of
your comments to ease the review process and to communicate our interpretation of your
concerns and suggestions.

Sample and statistical analysis (Comment #1)

Thank you for the valuable comments, we agree with your observation that our
earlier analysis suffered from a problem of pooling both cross-sectional and
longitudinal data in the analysis. In theory, a panel data approach would be the ideal
model for the analysis (Green, Ch. 16, 1993). Unfortunately, our sample is not a
balanced panel (i.e., same number of years of observations from each firm); and the
technique requires a minimum of two years of observation for each sample firm.
Thus, under the panel analysis many of our sample firms will have to be dropped.
Thiswill further reduce the sample size. Given that we have a small sample to start
with, an unbalanced panel approach is deemed impractical.

Alternatively, as per your suggestion, we can take the mean value of the
independent and dependent variables of different years of a sample firm and make
it into one entry for each firm [Lang & Lundholm, 1993]; or using just a single year
for each firm (e.g., using the most recent observation available in the sample for
each firm) for the analysis. Although in the current text we only report findings
from the “mean value” approach; qualitatively, results from the “most recent year”
approach are quite similar to those based on the “mean value” approach (please see
footnote 5 in the Text).

The final sample size for the analysis is of 194 distinct observations and is
consistent throughout the analysis. Table 2 shows how we arrived at that number.
The reason that the number of unique firm in the sample increases is because we
eliminated/added some variables based upon the reviewer's comments. As a result,
the numbers of complete data sets increase from 174 to 194 firms.

Comments (#2, #3 and #4)

In essence, your above comments speak to the need to rethink the study’s motivation,
research focus and its managerial implications. The associate editor also made similar (and
extensive) comments.

The revised manuscript now focuses more on testing the general implications of
contingency theory. In so doing, purchasing management becomes the context of
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theory testing. We further highlight that fact that purchasing management is an
important context for theory testing, especially with the rising interests in
business-to-business e-commerce.

Accordingly, we have significantly re-written the introduction (pp. 1-2) to reflect the
need to test the broad theories of performance contingency effect between product
strategy and organization design. Additional efforts were made to highlight the
practical significance of the issue and our contributions to the literature (pp. 3-4).

Whenever applicable, we also made the needed revisions and/or enhancements
throughout the rest of the manuscript to further elaborate on the impacts of the
preceding changes.

Sharpen the difference between H1 and H2 (comment #5, #12) and Clarify H2
(Comment #9 and #10)

You suggestions are highly appreciated. Upon reflection, the development of H 2 in
previous draft was not clearly written, lacking support from the prior literature, and
has caused unnecessary confusions, even though it does bring out an interesting
contrast between “global” and “local” performance evaluation. The comments from
the associate editor essentially reflect the same problem.

Accordingly, H2 is now better developed: starting with a discussion in the
introduction section (pp. 5), with the explicit contrasts (between H2A and H2B)
explaining our rationale for the predictions (pp. 10-12), and concludes with the
implications of the findings (pp. 28-29). We believe the revised manuscript now
clearly articulates the merits of investigating H 2 and the basis for making
differential predictions between H1 and H2

Definition of “matching” (Comment #6)
Per your excellent suggestion, we have reworded Hypothesis 1 and changed the word
“matching” to “congruence” to a better reflection of a non-binary and adaptive nature

of structure variables in the paper.

“Page 9 confusing” (Comment #7)

We agree and the revised manuscript should make the discussion clear.

Benchmar king (Comment #8)

We have brought benchmarking discussion toward the front of the paper. In the first
section on pp. 5, we have included the paragraph that introduces our second research
guestion, and motivates our analysis with a discussion of the contradicting nature of
benchmarking practices with the contingency theory.
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Monotonicity (Comment #11)

Basically you suggest a better and more readable presentation. On this the associate
editor expressed the same concerns.  We thus revised the presentation accordingly. The
discussion following H1 is now kept at the conceptual level (pp. 8-9) without resorting to
the prediction of the functional form of the relationship. Instead, the testing and the
discussion of the functional form are provided later in the hypothesis testing section with a
series of self explanatory numeric examples derived from the analytical findings (see pp.
22-24). In addition, the managerial implications of the findings are discussed in the
results and implications section (pp. 26-29). We believe the preceding changes should
enable a better understanding of our unique contribution to the extant literature by [1]
specifying the functional form of the relationship between structure and design and [2]
offering the managerial insights derived from the analytical findings which are supportive
of the recent thesis in the organization learning literature.

M ain effects vs. I nteraction effects (Comment #13)

Agree, we have de-emphasized the importance of the main effects. All discussions are
now focused on interaction effects and its implications.

Editorial

Thank you for your suggestions (including the citation of Doty et al). We believe the
revised manuscript avoids those abuses to the minimum.
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The Characteristics of Innovation Teams and Diver sity of

Perfor mance M easur ement

Mzvd LB pEFmgmy s #1424

. Abstract

The purpose of study is to investigate the relationships among the characteristics of
innovation teams, diversity of performance measurement and organizational performance.
The path analysis is adopted to test the sample of 92 manufacturing companies in Taiwan.
The empirical results suggest that formalized <ructure, innovation strategy and
management support are positively related to diversity of performance measurement. In
addition, diversity of performance measurement has a direct and positive association with
organizational performance (including financial and non-financial performance). Finally,
formalized structure, innovation strategy and management support have indirectly positive
effects on organizational performance through diversity of performance measurement.

Keywords: Characteristics of innovation teams, Diversity of performance measurement,

Organizational performance
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Factors Effect on Implementation of | FRS: A Developing Country

Per spective
Shwu-Hsing Wu
Department of Accounting Information Tainan University of Technology

|. Research Motivation

Many developing countries commit to the adoption of the fair-value-oriented of
International Financial Reporting Standards (IFRS) in recent years to meet the need of the
development of economy, due to the strong demand of a great level of transparent and reliable
accounting information to the participants of the international capital market. There is a
debate in the literature on the usefulness of fair value of IFRS accounting information in the
developing countries, the usefulness of IFRS accounting information may subject to the
strong enforcement of accounting standards, effective capital market infrastructure and
institutions, which controls manager’s use financial reporting judgment under 1FRS principles
(Eccher and Healy, 2000; Chen, Sun and Wang, 2002; Ball, Robin and Wu, 2003).

China commits to substantially converge its accounting standards with International
Financial Reporting Standards (IFRS) starting from Jan 1, 2007. Convergence with IFRS in
China raises a concern whether the current Chinese capital market infrastructure and
ingtitutional environment base have matured to support the implementation of the
fair-value-oriented accounting system? Wi-Guo Zhang, a chief accountant with the China
Securities and Regulatory Commission (CSRC), points that adopting the principle-based and
fair-value orientation accounting system provides big challenge for the preparers, users, and
regulators of financial information in China. The application of IFRS principles rely more on
financial reporting judgment than the traditional Chinese accounting system. | mplementation
of fair values accounting may increase opportunities in accounting manipulation when the
market price is not actively (Holthausen and Watts, 2001).

Eccher and Healy (2000) argue that IFRS accounting information did not provide
additional material benefit to Chinese investors in the early age of Chinese capital market
infrastructure during the year 1992 - 1997, due to the ineffective control mechanism and
infrastructure to monitor management’s exercise of reporting judgment under IFRS. To
prevent managers using financial reporting judgment to manipulate earnings, China regulates
some restriction in fair value measure in 2001. In addition, China has policy changes, and
revised its regulation for shareholders’ protection, disclosure requirement, renovated
institutions and financial infrastructure in recent years. Such as, in 2001 and 2002, the CSRC
released a series of disclosure requirements and standards to ensure quality of disclosure; A
Qualified Foreign Institutional Investor Program was introduced in 2002 to alow Foreign
investors to invest in A-shares, Treasures, convertible bonds and corporate bonds listed on
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China’s stock exchanges; the CSRC released an amended on quarterly reporting in March
2003; on April 2005, the CSRC announced a reform plan to convert al non-tradable shares to
be publicly tradable. As aresult, it is not clear whether investors of the Chinese stock market
perceive accounting information based on IFRS principles is useful under current Chinese
capital market infrastructure and institutions.

. %2 8RB 2 2HEY ¥ uF

| will revise my paper by changing the title to factor and financial standards effects of
implementating IFRS: The case of China. First of all, | will compare the IFRS and Chinese
Accounting Standards (CAS) measure, to analyse the effects of adopting IFRS on key
acconting measrues and financial ratios. To explore the value relevance of IFRS and CAS
accounting measure. To examine whether the assets and equity of book values of IFRS are
significantly larger under IFRS than CAS due to the IFRS’s fair-value orientation.

Furthermore, | will do more research in finding the institutional factor effects of

implementing IFRS in Chinese stock market. For getting more understand the institutions and
Chinese market infrasturcture, | plan to do more research in Chinese institutions and examine
whether the current chinese market infrastructure would support the implemantation of the
fair-value accounting system in China.  Aswell as finding a specific issue relating the
Chinese new accounting standards.
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The Process and Power of Self-categorisation and Social | dentification in
New Product Development Project Teams

ErinLin
Dr. Magdy Abdel-Kader
Senior Lecturer, Department of Accounting, Brunel UK

|. Research Motivation

Taiwan is a place of contradictions; a small island called Formosa 240 miles long,
home to 22.7 million people (January 2005 est.). From a population standpoint, Taiwan is a
‘small’ country. In contrast to Taiwan, the USA has 293 million people, Japan has 127.3
million people, and Mainland China has 1,298.8 million people. Using China as an example,
China has an immense population, so it has the capability to manufacture products for other
countries such as the USA, Taiwan, using low-skilled Chinese workers.  In contrast to China,
Taiwan is extremely small and even if all 22.7 million people work 24 hours per day, 7 days
per week, Taiwan cannot compete with China in manufacturing (production) capacity. Thus,
Taiwan must transform into a high-technology industry in order to remain competitive in the
international market.

New product development (NPD) teams are the key of success in high-technology
sectors.  Also, NPD project teams perform in dynamic environments that are not easy to
appropriately align team-members and shareholders’ interests as well as to find out the
dominant incentive which properly motivates members of NPD project teams to produce
successful new products. Asaresult incentive related problems, such as the free-rider
problem, the principle-agent problem, and so on, can emerge.

In Lin’s (2006) dissertation, a qualitative case study is identified as an appropriate
research strategy due to its capability of exploring the holistic quality of project teams and the
practices of human actors. The interview was a principal preference for this multiple case
study research because such work can provide both critical insights and lay a foundation for
further research on the topic as many authors argued. Documentation could notify what was
going on and what has been done in organisations, but provide little insight into issues of how
and why. Therefore, documentary information played an ensuing role in data collection in
conducting this case study research.  Briefly, interviews asked what informants do and what
informants perceive; and then documents examined whether what informants perceived was
correspondent.

The multiple case study presents, in all material respects, the texts of interviews by
preserving the specific history of each unique case and focuses only on the background of
each company, the structure of each team, the interaction of its NPD process and its
breakthrough product project team, performance measurements applied to each team, and
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what motivates each team. Within-case analysis is based on a series of themes, including
values and corporate culture, leadership and vision, teamwork setting, success and failure,
which look directly at the causal relationship of team performance measurement systems and
new product success/failure. The researcher utilises the linkage effect to view the causality
so that the credibility of such claims are increased. After performing within-case analysis,
the researcher advocates a replication strategy for cross-case analysis to see whether the
finding could be duplicated.

Findings of Lin’s (2006) Ph.D. dissertation show that some so-called ‘new product
success factors’ are basic considerations when approving NPD projects and structuring NPD
project teams. Lin’s (2006) study does not seek to validate either agency theory or
stewardship theory as the one-best-way of thinking. Instead, Lin’s (2006) study contributes
additional insight into the role that organizational architecture could play in invisibly
influencing employees’ performance within NPD project teams. Also, Lin’s (2006) study
explores that an open and non-discriminatory performance measurement system as the
dominant incentive which invisibly motivates employees of teams, influences performance of
members of teams and in turn affects new product success or failure in four cases.

. %o 8RB o2 2HEY Y oE

Globalisation and technological revolutions have made companies’ capabilities to R&D
and launch new products an essential factor for survival in a dynamic and highly competitive
environment, especially within high technology sector. Accordingly, the process of New
Product Development (NPD) represents a crucial activity for business success. Such activity
is, normally, performed by a project team whose members come from different functions and
have diverse backgrounds.

It is argued that introducing teamwork and team-based activities into an organisation is a
complex process which involves multifunctional, interactive processes that are frequently
complicated to control. It aso is difficult to appropriately align team-members and
shareholders’ interests. To overcome such difficulty companies should have an incentive
scheme that can properly motivates the team’s members to achieve the company’s purposs; i.e.
to produce a successful new product. The incentive scheme should also avoid incentive
related problems, such as the free-rider problem and the principle-agent problem, which may
emerge.

The aim of this paper is to explore which incentive scheme properly motivates members
of NPD project teams, influences effort and performance of teams’ members and in turn
affects new product success/failure. Our aim is not to dispute whether incentives work or not
but to find out what congtitutes an appropriate incentive scheme and to understand how it
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works. As human behaviour is complicated and difficult to predict from a single perspective,
we use theories from economic, sociological, and psychological perspectives including
positive agency, stewardship, self-categorisation, and social identity theories to capture the
complexity of human behaviour. In particular, we examine the relationship between the level
of self-categorisation and team identification of project teams and the outputs of NPD process
in four Taiwanese high-tech companies.

We employ a case study approach due to its capability of exploring the holistic quality of
project teams and the practices of human actors. The primary method of data collection was a
series of in-depth interviews. Issues related to project teams such as the organisation of
project teams, new product strategy and corporate resources for project teams were discussed
with presidents, CEOs, project managers, and key team members, such as sales mangers and
engineers, who attempt to match customer needs with the company’s technical capabilities.
Additionally, issues related to the operation of performance measurement systems, the use of
measurement results, and the impact of measurement results on project teams and functions
were discussed with human resource managers. Then, a within-case analysis was undertaken
to investigate the causal relationship of self-categoisation and team identification and new
product success/failure. This analysis was based on a series of themes, including values and
corporate culture, leadership and vision, and teamwork setting.

Key findings show that adopting either agency theory or stewardship theory depends on
corporate culture and executives’ management philosophy and beliefs. The results indicate
that strong self-categorisation and team identification are the dominant incentive of the
succesd/failure of the new product in the four cases. Findings of this study contribute to the
wider understanding on the relationship between characteristics of the incentive scheme and
success/failure of NPD process.
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