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Importance of Setting and Stating the Input Target for
Organizational Control

Toshiaki Wakabayashi

Abstract

This study uses the contract theory and investigates (1) whether an input target aids in organizational control, and
(2) whether the principal decentralizes the decision right of target-setting to the agent based on the psychological
attributes of the agent and planning costs of the principal. The study tries to extend existing accounting studies about
organizational control by introducing psychological features.

This study shows that (1) setting an input target is useful for organizational control; (2) appropriateness of decen-
tralization depends on the level of planning cost, and (3) when the agent has low adherence to the input target, or when
the agent has high congruity with the principal’s idea, decentralization of decision right of target-setting to the agent
is preferable. These results indicate that both top-down and bottom-up organizations can exist. Moreover, while these
results are consistent with traditional discussions in accounting, the reasons vary. Thus, this study provides another
perspective to the theory of decentralization.
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EBORFE (7)) BREE (A Vb)) zuplary o= 5sd, 7T
ThbIATV 2V POBERBIIWHICEELSZLNREELRREETHS. AROEMII,
B PO— VD DIZEBIITEN 7y ) OBRABEREDALREIPED, ED
LOTHNEZDOREEET) /NI AT FOWTNDPETHREDEETEHIA b
EIAT Y POBAMEBROB S O RRPHERBIEKRLTHLEALZ L TH S, FTHOHERE,
WA 7y VEEOBRENHE I PO — VI LTERATHALIE, ) 7)) vy 70vDEr
BaRA MREZBES LT, 17y VEEOREEOFZFEORENRINENEZE, 3) 1
Y7y PERBIGEVWENEHR UL ) ETEERMEND, T I VBRRT AERISEN
HEAIA P2V MBEELL ) ET2EAFENIERMNLAT Yy TOBEREFREICLRS
WHEAIEAT B L RR L

SERIIBVWTI, S VATLAILI - THEESNLERE (TN Ty b)) RS2V
O— Vil LCERTH A & ST &7 (Lambert, 2001). $EI27 7 b7y MEHR % BEHZEH &
OO AHZET, GFHEHRO Y FO— VIBENEBHEINLI P SLTH S, LALEEIIRE
NICMAT, FTENCETAERMLZEE (F 7y FEE) 2%ETH I ELVHEKIIALNS.
DA HBITENERE I NAEDIE, 417y MEEDORRD I P O—VODIZERTH S
PHTHA9. FIZITLEZIBNT, A, MALOAEICK LA XLENR IR N 2H
% Z & (Tangpey et al., 1996; A ), 2007) R Z DK U HFDEEIMEANIC L o TE% S Z & (Harder
etal, 1992) IS TS, £ T, K TR SN TE Loy ba— VERRIC, LEEN
LEFREIMET S L THREFOEROIRZPHTE S,

ANEOBRIFICHE T 2 BN L REZ B, LEZOMBEZI) AN LBEFOZGER*
RS E 5 L) e n 8%, 7 Q015 13, TEROERLIFATHS, KR, BEFETER
ENTELECA A—TVRZRTHETNV] 2PRL, ¥ TRMAINTE oV bo—
VOERNCHTAZ L EHAD,

bobtd, BENHERBICBVTLIIA YV vy BRI IEESSEYTHIUL, 7Y v
IINVIE, BT ABBIEHICL o TIA V2 B BELBA Ty N EFUTEETHS. F
DIz, ATy PEERZHRLERLTH, VIR EDL) A4 Ty beRDTH
B0EHMBZHOFIZTFOEN M, Y ENTHEY, A4 V2V PP FNICRHITEIZBIRL T
WELEBRTAHZZLEDITESL, LOLBEELL ZAV 2 PP LTLIRRENA VT Y
FHEEYICITEHLTCWARVWIEDEVLHICARZE. /2, ATy VEELOTEET S
AT ALEHZIA NIV MILoTRE>TWATEEELH A0, RILA v
7y PEEEZRRLTY, EDLIRA VT PEHZELAINPDIA V2V MCLoTERST
WA H L. ZLTIA VY MR EBA YTy MERENUTTY) ¥ 27V ORIEER
FHOEZYHIBDT, A7y PEEZRIRTAIVPO— VI RATFLALERLEZWVI Y b
O— VI AT AL, BR2BFNRELL-0TEHEEINRSE. 22 C, ik ro—iZ
BT, 17y PEBERZRRTIERERETHLENDS.

A7y PEEEZRETATLDICEIANPELLZEPFEREINSE. 2HbaRX LT
XZaTNWRHAFNIA Y DEINIA Ty VEEEZHALT 200 ERKIA ML EEL2
ATV MIEBBIEL7-ODEFIA MPERINS. BB HEN 2 ET 25,
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LdL, 417y FEEOREHERZIA VY PVIEFHETIE, T4V MIBEFOEEF
HEAEAEKLTALICA Ty VEBELXBEBIRT A THAH. €T, BRENLEBESTS
VYUV OHAERKET B L RES V. FlZE, BREERAREN NG RAATA
SRR TAIEIERENE. #2C, A7y PEEOREb Y b a— L AT
5%,

DL, ATy FPEERXRETAHEE, FOREEZTI) VIV EIAL TV D
WINBREL T TA T YISOV A MEEL S, Lo T, Mz bo—wics
W, A7y VEEERRETAERERETHILENH 5.

FITABTIE, HBa b a—LDDIlA Ty EEREDIRENED, TOHD
THNEZDOREEEZT) VNN EIA V2V FPOWTNIETAEREPZEEIAME L
A2y NOBAWBHEOBELSHLS. SHICEY, FIZIEY 7 b2 T708EIZBY
T, HEERTIREY 70V 27 M) =¥ — LV AT ALYV TOVTNIRTRED, &
HZVREYRMMOBREIZBWT, IRRZ AL LBHBEBEOVTRIRTIRE), Zhi
IR HEGHEBE CHRITRETERVOPEZH LLI LN TES.

AETIE, ITFA 7Y FVEEZ2EDRVWIV MO— VY ATLARELZ, ThE [TL—V
VAT L] EEETH. TV VIV AT ARBFEOEEREREKHOERIIBVTHVWLNTE
RIATV2 v v—FNVERUTHE. ZRIIHL, 17y VEEZEDLIY bu—L Y
ATLE (A7 PEERE (vbo—)) YRA74] LEHRTSH. WELHABTLZL
THEa Y PO —VDDIZA Ty FHEZEDLREDPEPERFTTHIENTES., &
LI, BEREWEZ ) VeI A P2 POWTREETENIBLT, 17y B
BRESATFLAR MY I VLY—AER VAT Y LI — A HETS.

ENFNOIY PO— VI AT AIBWT, TY VISV EBMICRDE I B AN A
TIA Tz NOBBREBEIIHEZRIZZFH) ETA.

ARICBITET V=V VAT L, TbbINE COEFRERSFOBERIIBNTL, KO
LRy - VI ATFLARERE LCERLTW., ¥, RERZHKRTRICERL,
TV NNVEIA T2 hOELBA VT Ve BIERETHALET S, P2AEGETTT
VUL, BEOFRTBBEEREBB-OI, ATy MIEYRA YTy MBS
BRIThE e okw, 22T, REORBEHE 2L 77Ty P 2HIEL, ZhICE
By AR MEERRTNE, ATV D4 YTy MEAICEELARIZTTIENTE S,

LaL, BHEKE, 7)) OUriEZh L /A 7y NEERIRRT S, T4bb
ATy VEEREVATAL (M TFI U LI—L) #AVEIELHE. Tk, 7Y
YIUNRNWEIAL T2 DAY Ty MEAERBETELRLTY, WnEshiA v 7y PEEL
KLAVTY VDERIA V2V MPREBTEBLDOTHIUL, 7)o n85NVEA Ty M
ACHEZRIZTTIENTES.

F, ATy FEEOREER I A2 MIRETS, vhbb4 7y FEEMRXY
ATh CRFAT 7LV —A0) VLI HD. ZDLE, T4V MIBFOHE
MHAZRRLT L LA Ty PEEXRIRT 200, 47y MEASBRICINA TEER
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RICH L TOHELRIZTLENHS. 22T, BEMICTY) Y00k, BEOEREZRT
EIRET D, FD728, IAV VDS, TV VI NVORJRTHERES YTy FBEDOT
B OBIUORELLA YTy PEEEERIKZRLAM Ty FOEZEBTIOTHNL, 7
Vo INVIEA YTy FEEDEIREA Ty MEAICHEBLZRIZTIENTELS). T
UVHBBETELDORTINTY POARTHENS, 7)) 7 VOREREIIAFET 7 b
Ty MIKETA., by T UL T —AIBWT, 47y FEELBMEZHOTEN A
Tl bDA YTy MEACEET AL, TV ISV o TR, Y7y PEELH
B DR EMEIIHEICHEE LD > TS, /2, FPAT v 7L ¥ —allBVTiE, 7Y
YINRNVOEREFEHEXOREMEISHELICEELHoTWVD. SHIZKFIMATY LY —
LIZBWTHE, 417y PEELIA V2 FOREERIIR B0, A7y FEEORE
LTI NNIZE B2 = VORRELSE. IAOLDZEIEELLRYS, AEIEL, 3
DDAV A= VI AT LERRBTEIE2BUTAROENEZER L T L.

AL, UTOXSICHEENS. 28Tk, TFVORELHBETL. EI3WHTIX, 7
L= VAT LB AEE2ER TS, 72720, ThEZIRTITHLNIZENTE L0
BLRILTHA3 E4HiTIE, Py ¥ 90D Ty MEERNE Y AT AIIBIT AR
EHL, TV ATLALEETS. E5HTIX, KVATv 7047y FEEMGFEY
AT LB AHERYERTS. LTI 32003 ba— VI ATLRLEL, Bl
BYATFHIDOWTEETS. ETHTEABEEYL, SBROBLEZ BN,
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AR, 1HES Y IV A7 DLEN EFVERWTHN 2T, TV 78Vid) XA 2%
METHY, TAV 2 NIV AZEBITHEETE. ATy FBENE VAT LEFH
THHMBIZBNT, WEIX, KOTLLFA VI Lo T, TEIRBEIRT 5.

BE2TIA YV ML, 1 BEOE D ecRT 2R/ UEBLEIRET . eld, 7)) 7902
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VA INSZaY %k Az b
§%9:°»’ by 7 T REALTy B D BEARRL T~y A3
Fi;;;;i<::ﬁ¢y BWERTT S 5 R IR
RELT w78 R A W 1 .2 /ZM$ﬁ%bn
SRS F T ~ 7Yy S EAY T
RMERFL, BT > Fy FEEEEE
DEREELD L, Bh%EKLS



Mo ra—NicBIT AL Y7y FEEORELHENDES

ET 5. jix, fle/ 1 XE~NO,02) DEEEZTHLRET S, yiE, Kt LOMFIRRE
EFELBRTH LB TESDL, ROEXR ROA 2 LONNBHEDIRIELBERTHI LB TE 5.
WL, BE LTS VNV RRT A, T, BEEBwGE) =a+B5 TH5 LR
ET S, a VEERTHY, BIA T4 THRETHS. =472 MNIHRE wi) 215
T, EHUPRTT 5.

Wi, TV IV osABEBUP LAV v b OSEBEKUA %

Uf =5—w(j) - ks? o
U4 = —exp[—r(w() — € —A(I —5)* — (s —e)?)] @

LEHETH. seRY I}, TA V2V -HTAEENLA YTy NEETHE. 6(s—e)? 13,
A7y VEEPOTRETAZHEZR LA ETIA VY PALEHLZIAN2EIZEE:
RLTWAS, LEEIIBWT, AR, MALDOEZBICR LA EELENZIA M 2HLIE
(Tangney et al., 1996; A, 2007) R Z DKL FDBREIMEAIC L > TELR S Z & (Harder et al.,
1992) IS N T WA, RETIE, My T¥ T L IY— AT, ZUFHERICIA Y2 MSs
FERELTBY, RPAT YT VLI—ATRIA VY s 2REL, 7YYy VICHE
ThHLD, FRICRTAILEIEETATHLEIA VLY MHETAI EIZL o THREK
RERLDL ) BBEDOEEREL LR KETS. 0eRT # [HERTER] LR Zh
X, 17y FEEPOTRETAZHEZRUAZ L HETIEEICHTAEANBESETH S
EEHRTAH. Tz, IeRT I, TV YIINNVDERTHE. T4V METY VI VDE
REBLZDAVTy NEER2BEEU#£) LT, 7V IVIEENEZHETHZ ERREL
TWAEY, T4V ME) VIV EDOBRBZHETHLEN DL, 2ITIA VY

M, TEBRRBsHBETHILEZEEY, LI-s)DLEHZIRNEE) ERET AL
AeRT % [EHEEAWRE] LR Zhik, 7YY/ VOBRPOTRET LSV 7 Y FEE
THETHAILEHMETIRECHIAMANBH TCHL LEHRTSH. T L CkeRt % &
BEaR MRE] EIER. (DRBLOQ RCESWT, ARETHRETA3203 Y ba—L Y
ATLERBTHIENTESD,

BB Py 7T LY=L ERILAT Y LY —LATIRRD3 SRR E. 8112,
My TFI LT —ATR s BT VI NVDORELEHTH L ERETHOIZHL, Kha
Ty TUI—LTEsHPIAV 2 FOREEREBRETHHETHA. 212, by TFo v
LYV —ATIRk>0 ERETADIINL, KFATYy LI —ATidk=0 L BRETHETH
. LEDFo>TT) YoV, by 7870 LI — 0L Ek? DIAAMER) DITHL,
RILAT Yy TVLI—LTEEDRW, 312, by T¥FI VLY —ATIERIE s E#RXBILEW
U=9) EEETAHDIKL, FPAT Y FLY—ATIEIE s 2RXBT A ERETAHETH 5.
LA oTIATV2y Mg, by Ty LY —ATIRAI-) DI M 2EDLEVOIZHL
TRMLAT Y VLY —2DEZAI-s)? DI 2ED THMESD 5.

F2LEIOHEVPELLBHIIKROL ) ICHHATE S, by 7¥ oL I—AaTi}, 7Y
IRV s HRPET AP, TA T2 MIBEFEBIEL-OCEMMEEELY, E
TUERETHLIPERNEY LT, LDEIRDLETI=a 7ML RTRIER %W, 2007
VYNV ks DETE IR MFEL L LREL TS, EHHBOILAPEENELRICON
THLSEIREEHSWER 5L, BEREORBESIEETLZL2RELTNS. —F,
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RPMLAT Y TVI—=LTHE, sid, T4V MREL, TV YV NSNVEERI #88X5.
FDlbxk=0%,%5b. i, IIZELRET) Y SVOERTHLDT, 7)) rIvig,
BHMHEEBLY, ETTRETHLIPERNEZ LT, =27 VLT ELEN LW, £07:
O, IOEBIZELTT) I NVIEaAMeBbEW, ZLT, My 7¥Fo LI —AICE
Wi, 13RIV, Z07020, T4 V2V Mo TI=sTHENPLIA Vv MiE
AI-s? DaARMEEDE,

HCA A=V IR b2 _REHETERET 5 ETFIVEEEIX, Akerlof and Kranton
(2005), Bruggen and Moers (2007), Fisher and Huddart (2008), Heinle et al. (2012), 3 & U Stevens and
Thevaranjan (2010) % &4 ZERXTRON, RRIHEEDODOTIE R\, LALARTIE, 1
Ty PEBEW) T VYNV BRENICEDE A A—TJLOFHLR LTS H, T,
RIAT v 7L V=L EFEELTWEHTEITHELIIRLR 3.

DEDREFVORETHL. &R, 7V I NSVORELERE, LaBLUBTHY, =4
VYV IOREBEERIL, eTHAB. sid, by T oL I—21BVTIETI IOV
FEBELRY, KFAT v LI —AIlZBWTEIA YV FOREEHE LS. BoNEY
g, FHE X P2 S CNICEHEEEENE L UBERITERE V24 Vv FOBEAK
BHIIKETS. ABTR, HEIA M AV 2y POBAMBEOBS2S, 17y b
HEZEDLRES, 107y MEEREEROTHEILORIEZH LT L.

3. FV—VVYRATA

I, A0Sy VEEREDEY, U=V ATFLRERZL, TL—VYATFLEL Y
Ty FEEME (3 bO—N) VAFLARRBTAZILT, o tu—LolzoicA
Ty PEEBEREEOAREDPEIERETHIENTELNSGTHE. TL—V VAT LG
I s bBIRENT 2322/ —2 a2 Fbenir—A%2#HVTns, LiaFoTI
EsDORBER s L e DFEBIIELHZRHNLVOT, T4 V2V FOBABEEICEDLST
Al =52 =0(s—e?=0, A LTI\, F7, HEIRXRFSGELLZVDT, ks?=0%,7%5.
2FN, FL—YIAFAIR, ¥EBEBSFHIIBVTHEVONTELBENIS vV —F
FVERULTHE, ZIZT, Ny 2 T7—FICEEZ2E2T, =4y OB RARAILRE
ol T4z VOMER, QRTHA.

given o and f max EUA = / —exp[—r(w(5) -—ez)]f(y)dy 3)

DR e LT H. FRMUHK AC) £l e=e. THENH, TV X I 7UHHELIRER
A,

mngUP (ex) = ex — E[w(F)|ex] )]

subject to EUA (&) = /—exp[—r(w()"i) - f(y)dy > UA (5)

E%B, UM, T4 POBRBATHS. BRELT0LIRETS. Z2hb, HE
I 1% (LN
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g1 LUV ATFAIBOWTIA Y 2 MSBEIRT A28 e, TV VI NSVHBIRRT S
A2y 714 7R B BLUEER o 2 OO T ¥ VORI EUP 14,

1 b= 1 _ —1+2ro? P_1,
20+2r0?) P T Txzer T lgae? Ot 2

ey =

TbH5.

ORI, BYBERICBIAEHNLBRLEANTH L. ra? BHEKRTHL B BAL,
e DBPTBIEDNDS, VAZEA VRV TFATDI L= FF7HELTWE I ENhNBS

BT, HB1 X7 I/ A V2 FOBENBRPBEARETHS I LEREL T
50, TATV Y POBGHBRRIBETRETHE2LTIUELED L) ABERVBEONETHA
. EHBRIIEET LN, CNLEWERICBIAEHNLBERLEANIC, bYW
[77—AMRAME| PEBEONS, Thbb, MAFEFBETAE, TV—VIATAILB
WTIZA V2 VOGHBIRVEBTRTHE LTI A V2 PASEIRT B8 epp, 7
VOV WHBRIRT B4 2T 4 7R Bre B L PEEMR apg ZOTIZTY) ¥ V73V D]
HAH EUR &, erp=1/2,Bra=0, 003 =1/4, EUL; =1/4 TH 5.

TVL—V VAT LDL ETHELONIBRERVFT—2LLT, 17y FBEORRS,
Moy bO—VIZET A2 %25,

4. b TEI/VI—A

4.1 ¥EOEH

KETIX, by T4 Ty VEBHESRATLARFBETARERXERXD. Thb
L, TNV INVEA Ty VEERERET AT —ATHAH, TL—r I AFLERBIINY
77— FICHIBEBCL, T a,BBLIUsEHRELLT, =4V FOMFNHREKRIL
MRBEM L hd ATz FOMENHERERILTI2RELTNERE ¢1pp £ T 5.
ewop W&, ICHRHELRD. 7)) ¥ VORI,
mszEUP(ew,,) = erop — Ks? — E[w(5)|erop) (6)

subject to EUA (€r0p) = /—-exp[—-r(w(i) - etzop —0(s —emp)z)]f(y)dy >0 ™
Thb. BASEER) FMHIX, CEA=0LTE2. IhEBL, WE2PEONS.

W2 b7 DAYy BB E VAT AEHETABAIBONEI VY b
BEIRT BB erop, 71 ¥ S ISVHRFET B4 Y79 b BBsiop, 17 EY T 4 T Brop
BLUEER aop 2 5TICT ) ¥ YV OIERE EUL, 1,

K+ 0 +2r6%0? 0 1 (k+6+2r8%62)(A; - 2) 1
€rop = ——ZAJT’ Stop = E’ ﬁtop = X]‘; Otop = 4A,A, s EU::;p = Eetop

THL. 1L, A =1+2r(140)0%, A, =x0+Kk+60 TH5.
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A2 FVOMAEBKRILECIHELZIETELVWALTHS. T-BHLEE, « PER
Kz,

1 ) 1
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bbb T, MLLELTORVWEVWI S Ty PEERERRTST. LL, =4z b
ATy PEBEZZDENEBATD. s1p=0 THNITE e & 1 Bl LTI
ATz MIiZ2(14+0)e DIRFR IR MASEL 2%, RAMGHRMI 2% EMARYEH %
BLBDPLTHAE. FLT, ATV IFA Ty VEBRIZAENEHKLBZET, 4
vy FEERY ICTFETABELI VLT VI SNVIEBVRIEABAZENTESE. 0L
EDIA Tz MEITI YV Tk %L, HLETHEOMHEZED S7-DIZBED)
LEEEL TWB LRI RETHE. ME2HPS, T4 T2V b4 U7y FEEIZEDZW
CEDBOBLAT) UV INRNVIZESTEEFLWEASHALZ L, ZLT, ZA TV MLV
Ty PEBEIDIKRELRENERLDHENH LI LD R 5.

RIZ, WE2 THONBE L BEETERE OBREEEL W,

#hirE 3

(1) TV ISVHFERTBAL Ty FEER, 610 L CHEAMMT 5.

Q) Artry74 7THREIE 01K LTHARLT 5.

B) BHBLCT) v VolEHREIE, 0<0, DL X0 I LTRAL, >0, DL &
0 IR L THMT 5.

®
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I Stop ) (R Erop

K
2ro?

BRI, BERITERICH L CERAZBEETIERY, 6, &) HERTERIENE &2
X, BEZBITERIMBEVIEZETS) YIStk oTEZ LY. Euwhibdk, 6=6,0L %,
PAVRZAVZL L2y Nk e - N/

T/, HEZRTEENEBWIET) DU VBV ENIKELERT S, BEFTERNE
WEEZAT 2 ATy PEBIGEWTEIZ LA L) XRhELD, T riviiEn
EBDAATs10p ZBOT, LVBVENEFFTE2HLTHS. Z0k, BEERTERD
BVIEICHRMAZFBICEBIEL I ETENERFITIEREINESLRY, 12V T4 T
BlBop BB THIELDTEDL LI ICAD, bbb, /17y VEEMEIV M-V I R
TARHVWB LRIV RIEA VY TFATDOML—FF 70BN THZ E2hh 5. Brop
DT, 7V INUPKII VR T VITLAEBIETIFAI LI RBD, T
VOBHAIILIA D2 POEBEFTERPBVIZEKRE AL LEHBATHLIENTE BS

—7, BEZETERPENLIE, AV M Ty PEBIZEWIZ W L RER
LT3, ZOHA, BUSHKEZERTLSA 7y PEZIR, aAMIRAELEV. By
BHEERTEZA Ty VEERRETAHLOICEBEVEEIRA MEL, T4 T2y M54
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5. LA, HZTHEBA YTy VEERS5Z, IA V2V M4 Ty VEEZBAAEN
FBRATAZLEHFELALANRY. BB, 12y 7q1 7REZBOTE N2 BT 2
FRIEZ SRV, 20D, s0p b3, 01K L THAMML, Bop 1, 612 L THEARDT
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2L, BERTERN 6 EZDELEIE, A7y FBEOKENBEL THhZA Tz |
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EBROBRAZHEIN OB, 7y PEHEZRRTESL &, HEZTERNENEIETY ~
VIWIZE o TEE LW,

42 TV—VVATFALDREB

Mo TT DAY Ty PR EVATFARFBT AR, T IV, BRERET
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