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Abstract  

Cost accounting is used within organizations with a primary objective of helping managers plan, 

monitor and make decisions. Existing research has focused on different components of cost 

accounting such as Activity Based Costing, balanced scorecards, budgets and variance analysis. 

Past research has demonstrated that financial incentive structures influence employee 

satisfaction. However, there is a lack of knowledge on the relationship linking together these two 

areas within the context of an organization.  

My paper addresses this gap in research and examines how the method of cost accounting used 

in an organization influences employee satisfaction. I propose that employees with career 

rewards more closely tied to cost accounting targets will be more influenced in their daily job 

satisfaction. Additionally, I suggest that employees who perceive the organization as using 

financial incentives effectively will be more satisfied. In order to evaluate these relationships I 

surveyed MBA students at Carlson School of Management and used multivariate regression 

analysis to evaluate my data.  The effects of career rewards and employee perceptions of 

organizational support on job satisfaction were not found to be statistically influenced by 

evaluation based on meeting cost accounting targets. This, however, is likely a result of lack of 

awareness about the cost accounting method within the organization, as the qualitative data 

suggested. My research thus highlights the need for  more effective communication within the 

organization regarding cost accounting.  
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1.0-Introduction 

Many research studies have focused on the impact of financial accounting and reporting 

standards on employee performance within the organization. Frequent changes in accounting 

rules and regulations have rendered this research necessary and valuable to the stakeholders 

inside and outside an organization relying on the financial statements. While financial reporting 

presents accounting information to external stakeholders, cost accounting seeks to create a 

presentation of the same information to an organization’s internal stakeholders. Additionally, 

financial accounting focuses on accurately creating the financial statements in accordance with 

the Generally Accepted Accounting Principles while cost accounting focuses on determining the 

cost of producing a product or service and providing information to managers. Though cost 

accounting information ultimately ends up in the financial statements, it compares costs to the 

final output of an organization which ultimately helps company management measure the 

financial performance of the entire organization and conduct operations more efficiently. Despite 

the numerous implications of cost accounting for management within an organization, there has 

been relatively little research done on how it influences and can be used to influence employee 

satisfaction. 

Some of the main objectives of cost accounting are to aid managers in planning for the 

future, help managers motivate their employees, facilitate decision-making and assist in 

monitoring and controlling the activities of employees. Existing research has focused on several 

individual components of cost accounting such as budgeting, variance analysis, balanced 

scorecard measures and Activity Based Costing.  It has been demonstrated that financial 

incentive structures influence employee satisfaction. However, there is a lack of knowledge on 
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how cost accounting can influence financial incentive structures
1
 and then influence employee 

satisfaction. In this paper I examine that, to the extent employees are measured against meeting 

accounting targets, cost accounting has an impact on employee satisfaction through career 

rewards and employee perceptions of organizational support. I propose that employees with 

career rewards more closely tied to cost accounting targets will be more influenced in their daily 

job satisfaction. Additionally, I suggest that employees who perceive the organization as using 

financial incentives effectively will be more satisfied.  

Cost accounting is a common organizational practice designed to control and motivate 

employee behavior. Although different organizations may tend to emphasize different 

performance measures as a basis for reward, all are subject to the budgeted bottom line. As such, 

cost accounting constitutes an important part of diagnostic control systems. “Diagnostic control 

systems are used to help managers monitor the performance of both employees and other critical 

performance variables. These critical performance variables are standards used in firms to meet 

goals and are a significant component of diagnostic control systems” (Gulati, Mayo, Nohria, 

2013, p.235).  Additionally, it has been found that the ability of an organization to survive 

partially depends on the availability and quality of accounting information which managers can 

use to make decisions and evaluate performance (Hartmann, 2000; Ittner and Larcker, 1998). 

This existing knowledge allows me to assert that cost accounting is an element used in diagnostic 

control systems that will influence financial incentive structures.  

 

                                                           
1
 Incentive structure= is the complete package of rewards an employee receives from their employer. 

The incentive structure may consist of but is not limited to, the following elements: base salary, bonuses, 

and stock options 
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Past research has provided evidence that changes to financial incentive structures and 

accounting methodologies influence the behavior of employees. For instance, Kont (2011) found 

that members of an organization even outside the accounting department are impacted by the 

accounting methods and accounting-related decisions. When trying to implement certain costing 

methods in the organization many attempts were abandoned because of employee irritation. Kont 

suggests that collaboration with the accounting department is needed to make this type of project 

successful. The ideas presented in this study allow me to make two conclusions. First, the 

relationship of cost accounting on financial incentive structures will influence employee job 

satisfaction via career rewards (promotions and salaries). Second, employees who perceive their 

organization as using the cost accounting method in an effective way to motivate them will be 

more influenced by this relationship in their job satisfaction. I use the term perceptions of 

organizational support (POS) to discuss this perception of organizational effectiveness in using 

the cost accounting method in the remainder of my paper.  

The novel contribution I am making through my research is visually depicted in Figure 

1. The way in which career rewards and employee perception of organization support lead to job 

satisfaction is affected by the degree to which performance is evaluated by meeting cost 

accounting targets in the financial incentive structure of an organization. The relationship 

between cost accounting and employee satisfaction has not been studied in depth or via career 

rewards and employee perceptions of support, which allows my study to add value. Additionally, 

existing research on diagnostic control systems has not focused heavily on how the cost 

accounting element influences financial incentive structures. Understanding more about the 

relationships between cost accounting and employee satisfaction will provide more knowledge 

on how these systems can be used to benefit employees.  



5 

 

 

 

 

        

 

 

 

 

 

 

Figure 1: The connections between cost accounting and employee satisfaction 

Though cost accounting is more of a company’s internal process that is not as visible to 

the public eye, there is an incentive for managers to use a particular cost accounting method in 

order to influence the behavior and satisfaction of their employees. Figure 1 demonstrates that 

the effects of career rewards and employee perceptions of organizational support on job 

satisfaction are dependent upon evaluation by cost accounting methods in financial incentive 

structures. This relationship is worth investigating because I believe that both career rewards and 

POS help increase employee job satisfaction and, more importantly, such positive effects are 

further enhanced by evaluation based on meeting accounting targets in the financial incentive 

structure. Knowing how to increase employee job satisfaction is an element that can greatly 

benefit organizations.  

To evaluate my hypotheses, I surveyed a sample of 127 part-time and full-time MBA 

students in three different Corporate Finance classes from the Carlson School of Management. 

Each participant was given a survey that asked questions regarding the following areas: type of 
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cost accounting used in their organization, job satisfaction, pay and promotion satisfaction, and 

employee POS. I then performed multivariate regression analysis using moderation tests to 

measure the relationships between my variables. The explanatory factor in my model was the 

way in which cost accounting is used to measure performance and the outcome was employee 

job satisfaction. I examined these two elements via the moderating mechanisms of career 

rewards (consisting of pay and promotion satisfaction) and employee POS.   

The benefits of my study apply to management, employees and shareholders of an 

organization. My study has significant relevance to the way business is carried out today as there 

is a large amount of interaction between the cost accounting information and decisions made 

within an organization. Cost accounting greatly influences decisions made in all the departments 

of an organization and understanding the influence of these cost accounting related decisions on 

employee satisfaction will create value for managers as they will better understand how to 

motivate their employees. If an employee feels that the relationship between their company’s 

cost accounting method and financial incentive structure is favorable to them, then the employee 

will be more satisfied and motivated on the job. If the employee feels that they have no benefit 

from the relationship between the cost accounting method and financial incentive structure, then 

they will not be as satisfied or motivated on the job. Employees who are more satisfied in their 

jobs are likely to perform better on the job, which will greatly benefit their own careers. The 

element of employee satisfaction applies to anyone who has a job, which allows the findings of 

my study to benefit a broad range of individuals. Lastly, shareholders investing in organizations 

will also benefit from this study when making investing decisions. Past research has shown that 

looking at employee POS in the area of career rewards can be valuable to not only the 

organization but to shareholders in society as a whole (Tickle et al., 2011).  
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I next discuss the established literature relating to my study and the relevance of my 

study to existing research. In section three, I present my hypotheses and the methodology that I 

used to carry out my study and evaluate my hypotheses. Section four discusses the results of my 

study and is followed by a discussion and conclusion with implications for future research.  
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2.0-Literature Review 

There has been extensive research focusing on specific cost accounting models as well as 

performance management or financial incentive structures. Typically, these elements of 

organizations are evaluated separately. I contribute to existing research by examining how the 

manner in which the cost accounting method of an organization is used to evaluate employee 

performance influences employee satisfaction. Specifically, I am studying this relationship via 

the effects of career rewards and employee perceptions of organizational support (POS) on 

employee job satisfaction. This section examines the existing knowledge on systems and 

measures used to evaluate employees and how these elements have been found to relate to 

employee satisfaction.  Additionally, I examine existing research on the influence of career 

rewards and employee POS on job satisfaction. I conclude with an explanation of the gap in the 

existing literature that my study attempts to address.  

2.1-Systems and measures used to evaluate employees 

Within a company, there are numerous systems and measures that can be utilized to 

evaluate employees. Cost accounting methods are one type of system used to evaluate 

employees.  

Kont (2011) examines the two specific cost accounting methods of Activity Based 

Costing (ABC), and Time Driven Activity Based Costing (TDABC) in the context of measuring 

the performance and specifically the work time allocation to activities of library employees. 

ABC identifies all the activities in an organization and then assigns costs based on the activities 

performed by the cost object. A cost object is a product or department for which costs are 

accumulated or measured. Cost objects that have more activity consumption and use more 

resources have more costs assigned to them. TDABC also identifies activities but assigns costs 



9 

 

based on how long it takes to perform an activity. Through interviews of library staff, direct 

observation of employees performing activities and data collection on the actual time spent on 

each activity, Kont found that TDABC presents library services at a lower cost than ABC. 

Kont’s study looked at costing systems from the employee’s point of view, which uncovered that 

historically, cost accounting systems are seen more as a technical innovation rather than an 

organizational or management innovation. However, the fact that librarians do not work like a 

machine to produce a uniform product at a set speed has already been taken into consideration in 

the cost accounting model. This is a promising sign that the cost accounting system is not simply 

a technicality in the organization but accounts for human factors to help manage employees more 

effectively and influence them in a positive manner. 

Additionally, there have been studies done on diagnostic control systems being used to 

help monitor and influence employee performance. These systems are a process that clarifies the 

values and contributions of individuals by translating them into variables that can be measured. 

A diagnostic control system is used to help determine what variables to use to evaluate 

employees and monitor their performance. The company Copytec, which is a supplier of office 

equipment, found in an evaluation of their diagnostic control systems that there are not enough 

accounting-based performance measures and that future management accounting systems should 

be designed by incorporating more of these measures (Haas, Kleingeld, 1999). This suggests that 

there is motivation for using accounting-based performance measures in financial incentive 

structures to evaluate employees.  

 

 

 



10 

 

2.2-Determinants of employee job satisfaction 

 Career rewards that include the pay and promotion structure have been found to have a 

direct impact on employee job satisfaction. In a study of how Human Resource Management 

impacts satisfaction, pay structures perceived to be more dispersed or unequal throughout the 

organization were found to lower job satisfaction (Petrescu, Simmons, 2008). Despite the fact 

that the actual pay structure may not even be unequal, just the perception that it may be unequal 

caused lower job satisfaction. This study concluded that information about the pay structure 

needs to be communicated accurately and effectively if managers are concerned with job 

satisfaction. Gupta and Sharma’s (2009) study on employees working in different public sector 

organizations found that recognition and rewards were factors impacting employee job 

satisfaction.  They found through their study that there are several environmental and physical 

factors that influence the level of employee satisfaction. Recognition and rewards were the third 

highest influential factor among the environmental factors. The findings of both of these studies 

demonstrate that career rewards do influence employee job satisfaction.  

 Like career rewards, employee perceptions of organizational support (POS) have also 

been found to influence job satisfaction. In Duke, Goodman, Treadway and Breland’s (2009) 

study on a sample of two retail service firms, POS was studied as a moderating variable 

influencing the impact of emotional labor on job satisfaction and performance. Emotional labor 

was defined as the action of suppressing negative emotions and expressing positive emotions in 

order to meet job demands. Employees who were more emotionally strained were thought to 

experience lower job satisfaction however the possibility that higher POS would moderate this 

relationship to increase job satisfaction was explored. The study found that the interactive effect 

between emotional labor and POS predict both job satisfaction and performance. Specifically, 



11 

 

the results suggested that service organizations should increase POS in order to obtain higher 

levels of job satisfaction (Duke, Goodman, Treadway, & Breland). My study also examines the 

impact of POS on job satisfaction. However, evaluation by cost accounting in financial structures 

is the moderating variable in my model.  

2.3-Impact of incentive and evaluation structures on employees 

The existing literature also provides evidence on how changes to an organization’s 

incentive structures can influence employees’ performance and behavior. Tickle et al. (2011) 

conducted a study on dentists working in the English National Health Service and found that a 

change to financial incentive structures also changed the behavior of dentists. Rather than being 

paid twelve equal monthly payments, dentists were paid according to Units of Dental Activity. 

The main change in the financial incentive structure was that dentists were paid based on the 

types of treatments they provided to patients rather than receiving a fixed monthly compensation 

payment. As a result of this change, dentists were found to provide and emphasize different 

treatments and services to their patients based on what treatments would allow them to receive 

the most financial incentive. The findings of this study posed great concerns about the effects of 

the changes to the financial incentive structure on dentists’ behavior and actions in the 

professional setting. In its entirety, this study demonstrates that employees are influenced by 

changes to incentive structures, which creates concerns that this trend may carry over in a 

negative manner to other organizations involved in the service industry.  

Lazear (2000) performed a similar study on an auto glass company in which he compared 

the effect on the workforce of changing the compensation method from an hourly wage to a 

piece-rate wage. Employees were initially paid a fixed rate per hour regardless of how many auto 

glass pieces were installed. The change in compensation allowed employees to be paid based on 
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the number of glass units that they installed with a guarantee of approximately $11 per hour. As 

a result of this change in incentive method, Lazear found that the average levels of output per 

worker were impacted significantly, and the firm as a whole experienced a 44% gain in 

productivity. The outcome of this study showed that employees were impacted directly by the 

change made to the incentive system, and their behaviors on the job changed to be more 

productive. The evidence from these two studies motivates further investigation into how 

changing a financial structure can adversely or positively influence employee behavior. 

 

 The existing literature has laid a foundation for systems and measures used to evaluate 

employees and the influence these incentive structures can have on employee satisfaction. 

Additionally, both career rewards and employee perceptions of organizational support have been 

found to influence employee job satisfaction. These elements have been examined separately 

thus far, and there has been little research done to examine the relationship between the use of 

cost accounting to evaluate employee performance and employee satisfaction. Another 

unexplored area found in Kont’s (2011) study was that individuals who are not accountants rely 

on accounting information when engaging in strategic planning and operational decision-making, 

yet the ramifications for organizations as a whole have not been examined. My study investigates 

this gap in the research and contributes further value by looking at how the way cost accounting 

is used in an organization to evaluate performance ultimately influences employee satisfaction 

via the effects of the moderating variables of career rewards and employee perceptions of 

organizational support on employee job satisfaction. As a result, this will help managers make 

the planning and decision-making processes more effective for their entire organization.  
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3.0 Methodology 

3.1 Hypothesis Statements 

In the evaluation of existing knowledge on my topic, I have found evidence that cost 

accounting is an element that influences financial incentive structures. Diagnostic control 

systems are used to help managers monitor both the performance of their employees and also 

other critical performance variables. These critical performance variables provide standards that 

the firm can work towards and form a key component of diagnostic control systems (Gulati, 

Mayo, Nohria, 2013).  Prior research has found that the ability of an organization to survive 

partially depends on the availability and quality of accounting information. This accounting 

information can influence managers when they make decisions and evaluate performance 

(Hartmann, 2000; Ittner and Larcker, 1998). Knowing this, I assert that cost accounting is a 

design tool in diagnostic control systems used to evaluate employees and determine a company’s 

financial incentive structure.  

Organizations today are heavily influenced by external pressures to meet certain earnings 

values. Frequently, the budgeted bottom-line and the degree of emphasis on it that is reinforced 

through incentives based on the budget, have been found to have significant behavioral impacts 

(Van Der Stede, 2011). These pressures create great incentive for managers to insist that their 

subordinates use a particular cost accounting method or use the cost accounting method in a 

particular way.  Many times the best way managers can incentivize employees to comply with 

this pressure is to make their career rewards, specifically pay and promotions, dependent upon 

cost accounting. Tying together these relationships I arrive at my first hypothesis.  

 



14 

 

Hypothesis 1: Employees whose career rewards are more closely tied to cost accounting targets 

will be more influenced by the accounting standard in their day to day job satisfaction relative to 

employees whose career rewards are less closely tied to cost accounting targets.  

 

 

 

 

 

 

 

Figure 2: Hypothesis 1 

 Existing research on organizational support theory states that in order to determine 

whether an organization is ready to reward increased work effort, employees turn to their beliefs 

about the extent to which the organization values their contributions and cares about their well-

being (Rhoades, Eisenberger, 2002). In my study, I define perceptions of organizational support 

(POS) as the effectiveness of the cost accounting method in supporting employees. When the 

influence of cost accounting factors in the financial incentive structure used is viewed positively 

by employees, it is natural to assume that employees will be more satisfied when at their job. 

With this conclusion, I arrive at my second hypothesis.  
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Hypothesis 2: Employees who perceive that the organization uses financial incentives 

effectively will be more satisfied.  

 

 

 

 

 

 

Figure 3: Hypothesis 2 

I next describe the data I collected and the variables used in my multivariate regression model. 

3.2 Data and Variables 

 In order to carry out my study, I surveyed a sample of 127 part-time and full-time MBA 

students in three different Corporate Finance classes from the Carlson School of Management. 

These MBA students worked in different functional areas and had varying amounts of 

experience, which helped enhance the diversity of my sample. The exact composition of 

organizational departments in which the individuals forming my sample worked can be seen in 

Appendix A. Each participant was given a survey that asked questions regarding the following 

areas: type of cost accounting used in their organization, job satisfaction, pay and promotion 

satisfaction, and employee POS. The survey questions used a 7-point Likert scale and were 

developed using existing scales that have been used in the past to evaluate how employees feel 

about their pay, organizational support or job satisfaction (Fields, 2002). Since I used existing 

scales, I was able to collect data with more certainty that my results will be consistent from one 

individual to the next. I also included an open-ended question at the conclusion of my survey 

asking about why the particular cost accounting method was chosen at their organization and 
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how it had evolved over time. This provided qualitative information that I could draw upon to 

help explain more nuances in my data. Appendices B-F provide details on the wording of my 

specific survey questions and the scales I used.  

The data I collected measured four different variables.  

Cost accounting: evaluation by meeting cost accounting targets 

My first variable was the use of cost accounting targets to evaluate employee 

performance. Participants answered the question “To what degree are you evaluated at your 

company based on meeting accounting targets?” with a Likert scale of 1 to 7 where 1 was not 

evaluated by meeting cost accounting targets and 7 was evaluated by meeting cost accounting 

targets. I created a dummy variable which I called ‘evaluation based on meeting cost accounting 

targets’. Responses ranging from 1-4 were coded as a 0 and responses ranging from 5-7 were 

coded as a 1.  

Career rewards: pay and promotion satisfaction  

The second variable I measured was career rewards. I measured this variable on the two 

dimensions of pay satisfaction and promotion satisfaction (variables 2a and 2b). Participants 

were asked five questions about how satisfied they were with their pay and five questions about 

how satisfied they were with their promotions. After performing a correlation analysis between 

the responses to each set of five questions, I found that the questions were highly correlated with 

each other. Please reference Appendices G-H to view the correlation results between these two 

sets of questions on pay and promotion satisfaction. The high correlations between these 

questions allowed me to average the responses to each set of five questions and create a ‘pay 

satisfaction index’ and ‘promotion satisfaction index’ to measure this variable in my regression 

model.  
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Employee perceptions of organizational support 

The third variable I measured was employee perceptions of organizational support. I 

asked participants three questions on this variable and created a ‘POS index’ to measure the 

variable in my regression model as the three questions were highly correlated with each other. 

Please see Appendix I to view the correlation results between these three questions.  

Employee job satisfaction 

The final variable I measured was employee job satisfaction. Participants were asked one 

question on their job satisfaction and given a scale of 1-7 with 1 being not satisfied and 7 being 

very satisfied. Below I have provided the descriptive statistics for all of these four variables in 

Table 1. 

  

Evaluation based on 

meeting cost 

accounting targets 

 Career 

rewards-pay 

satisfaction 

Career 

rewards-

promotion 

satisfaction 

Employee 

Perceptions of 

Organizationa

l Support 

Employee 

job 

satisfaction 

Minimum 
1.00 1.00 1.00 1.00 1.00 

Maximum 
7.00 7.00 7.00 6.67 7.00 

Mean 
3.22 3.87 3.71 3.47 4.53 

Standard 

deviation 
2.05 1.31 1.49 1.41 1.57 

Table 1: Descriptive Statistics measured 

I also performed correlation analysis between the four variables I measured and found 

that there was a low correlation between them. This was a positive sign as it showed that my 

independent variables didn’t relate to each other and therefore their relationship to my dependent 

variable can be observed more clearly through regression analysis. The correlation between my 

four variables can be seen in Table 2. Additionally, I have presented the variables used to 

evaluate each my two hypotheses in Table 3 and Table 4. 
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Evaluation 

based on 

meeting cost 

accounting 

targets 

Career 

rewards-pay 

satisfaction 

Career 

rewards-

promotion 

satisfaction 

Employee 

Perceptions of 

Organizational 

Support 

Employee 

job 

satisfaction 

Evaluation based 

on meeting cost 

accounting 

targets 1.00         

Career rewards-

pay satisfaction 0.10 1.00       

Career rewards-

promotion 

satisfaction 0.39 0.44 1.00     

Employee 

Perceptions of 

Organizational 

Support 0.19 0.49 0.57 1.00   

Employee job 

satisfaction 0.24 0.54 0.66 0.74 1.00 

Table 2: Correlations between all four variables I measured 

 

Hypothesis 1 Variables                                                          

Dependent variable:   Employee job satisfaction 

Independent variables:   Evaluation based on meeting cost 

accounting targets (Dummy variable) 

 Career rewards-2 dimensions:  

pay satisfaction and promotion satisfaction 

Table 3: Variables measured to evaluate hypothesis 1 
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Hypothesis 2 Variables                                                          

Dependent variable:   Employee job satisfaction 

 

 

Independent variable:   Evaluation based on meeting cost 

accounting targets  (Dummy variable) 

 Employee perceptions of organizational 

support 

Table 4: Variables measured to evaluate hypothesis 2 

I next describe how I used the data I collected to analyze my two hypotheses.  

3.3 Method of Analysis 

For my data analysis I found the descriptive statistics (minimum, maximum, mean, 

standard deviation) for the response to the questions “To what degree are you evaluated at your 

company based on meeting accounting targets?” and “What percentage of your annual pay is 

made up of a regular base salary?”. This allowed me to divide my respondents into two groups 

based on whether or not they were evaluated by meeting cost accounting targets. Since I used a 7 

point Likert scale with 1 being not evaluated at all and 7 being evaluated completely by 

accounting targets, I said that anyone answering 1-4 would not be evaluated based on meeting 

cost accounting targets and anyone answering 5-7 on the scale would be evaluated.  

To evaluate my first hypothesis, I performed a two-sample t-test. I took the responses to 

my survey question on job satisfaction which stated, “I am satisfied with my current/most recent 

full time job” with a scale of 1-7 where 1 was strongly disagree and 7 was strongly agree. These 

responses were my dependent variable. I then divided the participants into two groups based on 

whether or not they were evaluated based on meeting cost accounting targets. The percentage 

each group comprised of my total data set can be seen below in Graph 1.These two groups 
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comprised my independent variable. I then performed a two-sample t-test that compared each 

group to the dependent variable of job satisfaction to see if there was a statistical significance.  

 

Graph 1: Percentage of people evaluated and not evaluated by meeting cost accounting 

targets 

To conduct my regression analysis on my hypotheses, I used moderation tests on my 

entire data set, which included both individuals evaluated by meeting cost accounting targets and 

those not evaluated by meeting cost accounting targets. Moderation takes place when the 

relationship between two variables depends on a third variable. The third variable is the 

moderator variable and is expressed statistically as an interaction term. To evaluate my first 

hypothesis I evaluated the influence of ‘evaluation based on meeting cost accounting’ on 

‘employee job satisfaction’ using the interaction term of ‘evaluation based on meeting cost 

accounting multiplied by career rewards (pay satisfaction)’. I utilized the ‘Pay satisfaction index’ 

I created and arrived at the regression equation below.  

Employee job satisfaction=β0 + β1 (evaluation based on meeting cost accounting) +              

β2 (career rewards-pay satisfaction) + β3 (evaluation based on meeting cost accounting x 

career rewards-pay satisfaction) + έ                 (1) 
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I next evaluated the influence of ‘evaluation based on meeting cost accounting’ on 

‘employee job satisfaction’ using the interaction term of ‘evaluation based on meeting cost 

accounting multiplied by career rewards (promotion satisfaction)’. Below is the regression 

equation I used. I used the ‘Promotion satisfaction index’ I created and arrived at the regression 

equation below. 

Employee job satisfaction=β0 + β1 (evaluation based on meeting cost accounting) +                  

β2 (career rewards-promotion satisfaction) + β3 (evaluation based on meeting cost 

accounting x career rewards-promotion satisfaction) + έ              (2) 

For my second hypothesis, I evaluated the influence of ‘evaluation based on meeting cost 

accounting’ on ‘employee job satisfaction’ using the interaction term of ‘evaluation based on 

meeting cost accounting multiplied by employee perceptions of organizational support’. I used 

the ‘POS index’ I created in my regression model and arrived at the regression equation below. 

Employee job satisfaction=β0 + β1 (evaluation based on meeting cost accounting) +                    

β2 (employee POS) + β3 (evaluation based on meeting cost accounting x employee POS) + έ                                 

                   (3) 

3.4 Appropriateness of Methodology 

 
A quantitative methodology is most appropriate for my research question. The data I have 

collected through Likert Scales is best analyzed using multivariate regression. This method 

allows me to accurately analyze and explain the relationships between the multiple variables I 

am measuring.  

An assumption that I’ve made for my methodology is that all companies have some form 

of cost accounting in their organization. Though there may be situations where a company does 

not have any form of cost accounting, this was not something I allowed as a response in my 
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survey question. Additionally, to manage the scope of my project within reasonable limits, cost 

accounting is taken as an overall factor without addressing that the results from each of my 

hypotheses could vary if the effect of each individual cost accounting method was considered. I 

present my findings on the proportions of the different methods of cost accounting I received as 

responses in my survey in Appendix J. A description of all the methods I provided as answer 

choices can be seen in Appendix B. 

The sample that I surveyed included students with varying levels of experience that 

worked in different functional areas of an organization and came from different levels of an 

organization. This is a strength of my methodology as all these students are expected to have a 

different understanding of the cost accounting method and its implications on their own 

performance which allows me to conclude that my results can apply to a larger portion of the 

corporate workforce.  

The first limitation of my methodology is that the individuals I surveyed may have been 

only partially informed about their organization’s cost accounting method due to communication 

barriers within their organization or as a result of the functional area in which they work. For 

instance, someone in the Finance department of an organization may be more informed about the 

nuances of the cost accounting method compared to someone in the Marketing department. This 

aspect is difficult to overcome under the limits I had for my survey sample. MBA classes are 

typically comprised of students from varying functional areas and organizations, so based on the 

group that I surveyed, it wouldn’t be reasonable to assume that everyone would have similar 

work experiences. However, the nature of my survey sample also serves as a strength as 

aforementioned, and I will be able to apply my results to a larger portion of the general corporate 

workforce. 
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Second, a limitation is presented through the variation found in the accounting method 

used in particular industries and within different departments of an organization (Balakrishnan et 

al., 2012). For instance, in certain industries the speed of technological and product changes 

might require that there is a more frequent updating for costing systems (Balakrishnan et al., 

2012). Additionally, blended systems that draw from more than one costing method are 

frequently used in organizations and members of each department may utilize different 

components of the overall costing system. It may have been difficult for my survey participants 

to separate one method from another if their organization or department used a blended system. I 

attempted to account for this factor by providing “Hybrid method” as an answer choice, but 

participants may still have struggled to answer the question about which cost accounting method 

their organization uses. 

An additional limitation presented by my methodology is the absence of data about 

factors other than cost accounting that may influence financial incentive structures. I focus on the 

influence of cost accounting on financial incentive structures, however any “problems with an 

incentive practice do not arise in isolation from other features of organizational design” (Van Der 

Stede, 2011, p.608). This means that certain incentive practices in an organization may result 

from aspects such as the governance and culture of the organization rather than from the cost 

accounting method. These elements are hard to quantify, but they are crucial components of any 

organization’s overall incentive structure. This may seem like a large limitation, however it is 

important to note that cost accounting is an element of organizational design that hasn’t been 

studied as much, so studying its effect on financial incentive structures in isolation does add 

value to existing research.  
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4.0 Results and Discussion 

4.1-Results 

The results of the two-sample t-tests demonstrated that there is a difference in the level of 

job satisfaction experienced by employees based on whether or not they are evaluated by 

meeting cost accounting targets. This suggests that among the employees who know the cost 

accounting method, there is an observable variation among different organizations between 

employees who are and aren’t evaluated by meeting cost accounting targets. The results of the t-

tests are presented in Table 5.  

 Employees whose career 

rewards are measured based 

on meeting cost accounting 

targets 

Employees whose career 

rewards aren’t measured 

based on meeting cost 

accounting targets 

Mean 5.72 1.93 

Variance 0.54 1.35 

t stat 4.19 -10.03 

P(T<=t) two-tail 0.00*** 0.00*** 

*** p-value < .01, ** p-value < .05, * p-value < .10 

Table 5: Two-sample t-test results 

However, the results of my multivariate regression analysis on my quantitative data 

yielded unexpected results. Both of the main relationships I hypothesized were not supported by 

my data. This means the effects of career rewards and employee perceptions of organizational 

support on job satisfaction were not found to be statistically influenced by evaluation based on 
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meeting cost accounting targets. Below are the statistical results of my three regression equations 

in Tables 6-8. 

The coefficients from Table 6 and Table 7 demonstrate that for both evaluation based on 

meeting cost accounting targets and the interaction term, the standard error is greater than the 

coefficient. This indicates that though the coefficient itself is close to zero, the moderating effect 

of evaluation based on meeting cost accounting targets was not statistically supported.  

 

Table 6: Regression Equation #1
2
-Career rewards-pay satisfaction 

 Coefficient Standard Error P-value 

Evaluation based 

on meeting cost 

accounting 

targets (A) 

0.02 0.20 0.46 

 

 
 

Career rewards-

pay satisfaction 

(B) 

0.60 0.16       0.00 *** 

 
 

Interaction term 

(A x B)  

-0.01 0.05 0.45 
 

*** p-value < .01, ** p-value < .05, * p-value < .10 

Table 7: Regression Equation #22-Career rewards-promotion satisfaction 

 Coefficient Standard Error P-value 

Evaluation based 

on meeting cost 

accounting 

targets (A) 

0.01 0.16 0.48 

Career rewards-

promotion 

satisfaction  

(C) 

0.59 0.13        0.00 *** 

Interaction term 

(A x C)  

-0.01 0.04 0.40 

*** p-value < .01, ** p-value < .05, * p-value < .10 

 

 

                                                           
2
 Dependent variable=Employee satisfaction  
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The coefficients from Table 8 demonstrate that again for both evaluation based on 

meeting cost accounting targets and the interaction term, the standard error is greater than the 

coefficient. This indicates that though the coefficient itself is closer to zero, the moderating effect 

of evaluation based on meeting cost accounting targets was not statistically supported.  

 

Table 8: Regression Equation #3
3
-Employee perceptions of organizational support 

 Coefficient Standard Error P-value 

Evaluation based 

on meeting cost 

accounting 

targets (A) 

-0.14 0.17 0.20 

Employee 

perceptions of 

organizational 

support 

(D) 

0.44 0.16         0.00 *** 

Interaction term 

(A x D)  

0.02 0.04 0.32 

  *** p-value < .01, ** p-value < .05, * p-value < .10  

  The regression results did demonstrate that career rewards (pay and promotion 

satisfaction) and employee perceptions of organizational support (POS) individually impact 

employee job satisfaction, which shows that a part of my model does relate to each other. 

Existing research has already established this link, but my study evaluated the moderating 

variables of career rewards and employee POS in a model where evaluation based on meeting 

cost accounting targets was the explanatory factor. This was an area where my study contributed 

value to existing research since the context in which I measured this established link was 

different.  

                                                           
3
 Dependent variable=Employee satisfaction 
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 The nature of my results also presented some unexpected findings from my qualitative 

data. Many individuals stated that they were not familiar with the cost accounting methods used 

at their company or did not have much visibility into how a particular method was used. 

Additionally, though most employees do not know any specifics about their company’s cost 

accounting method, many did know that they were evaluated by meeting cost accounting targets. 

This suggests that there is a significant lack of awareness about the cost accounting method 

amongst employees of an organization. Next, I discuss some of the deeper implications of my 

findings.  

4.2-Discussion 

The lack of statistical significance between evaluation based on meeting cost accounting 

targets and employee job satisfaction may reflect the lack of awareness of the cost accounting in 

general and its effect on the organization. This raises many concerns and suggests areas for 

future research. Budgets are used in every organization and being evaluated based on meeting a 

budget is the same thing as being evaluated based on meeting cost accounting targets. The 

majority of the participants that took my survey stated that they were not evaluated based on 

meeting cost accounting targets. This unawareness of MBA students who are currently 

managers, have been managers or are aspiring to be managers is astonishing. There is clearly a 

lack of misunderstanding about the implications of cost accounting within the organization. This 

suggests that organizations may use other performance variables that trump meeting the budget 

or more likely that there is not enough publicizing of the cost accounting method throughout the 

organization. In order to make cost accounting something significant that employees and 

managers care about, it has to be emphasized and communicated effectively throughout the 

organization. Currently this communication is greatly lacking within organizations.  
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The qualitative data I collected showed that many individuals who were slightly 

knowledgeable about the cost accounting method were only partially informed. For instance, 

though employees knew that they were evaluated based on meeting cost accounting targets, they 

did not know what method was used. Additionally, even if employees knew which cost 

accounting method was used, they did not know why the method was chosen or how it 

influenced them. This suggests that there may be some communication issues within an 

organization regarding the development or structure of the incentive structure. Telling an 

employee why a particular method was chosen may make that employee more willing to accept 

the pay structure and view the organization’s support in a positive light which would increase job 

satisfaction.  

A key takeaway from my study is that employees identify that meeting accounting targets 

is influential on their pay structure, but they do not understand how the system works. This is a 

communication issue that suggests that the understanding of accounting throughout the 

organization is not clear. Knowing this, communication could have been an element that I 

explored by asking a set of questions in my survey. Additionally, considering that many 

managers and employees that I surveyed weren’t from an accounting background, there may be a 

lack of training for all employees on how to use or interpret the cost accounting method’s 

implications.  Education and training on cost accounting is an additional element that I could 

have explored via my survey questions.  
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5.0 Conclusion and Implications for Future Research 

I conclude by readdressing the limitations of my study and areas of my study that can be 

built upon for future research.  

 My study sought to show that evaluation based on cost accounting moderates the effects 

of career rewards and employee perceptions of organizational support on employee job 

satisfaction. The overall nature of my study had to overcome several limitations before arriving 

at my presented results. As a result of the department in which individuals worked, they may 

have been only partially informed about the cost accounting method. This factor proved itself to 

be very true in my qualitative results but the overall results of my study demonstrate that this 

lack of communication about cost accounting is an issue throughout the organization that needs 

to be addressed. The fact that different departments of an organization may use a blended or 

more than one cost accounting method was a second limitation present in my study. However, 

the lack of awareness about even knowing the name of one of the cost accounting methods or 

how it influences an employee’s evaluation, suggests that there is a larger issue present. Rather 

than struggling to decipher one cost accounting method from another, employees don’t even 

understand the overall implications of the cost accounting method on their day to day job. Lastly, 

my study focuses on only the element of cost accounting within a financial incentive structure. 

There are obviously many elements that go into creating a financial incentive structure that my 

study didn’t account for. This may be a larger limitation, but few studies have focused on only 

the influence of cost accounting on the financial incentive structure. This limitation can also be 

viewed as a valuable area for future research.  

Though the results of my study did not support my hypotheses, the findings make a 

valuable contribution to existing literature. It is clear that there is a lack of awareness about the 
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cost accounting method throughout the organization, and this suggests that though my data didn’t 

prove my hypothesized relationships to exist, this does not necessarily mean that those 

relationships do not exist. My study has found that the relationship is not properly 

communicated, which is why employees do not understand the influence of cost accounting on 

their daily job.  Organizations need to make more efforts to properly communicate and educate 

all their employees about the implications of cost accounting on their job.  

My study highlights that, despite the lack of the effect I predicted, cost accounting is an 

important element of financial incentive structures and should be more effectively communicated 

throughout the organization. The results add to the current understanding of financial incentive 

structures and provide numerous avenues for future research.  

 The findings from my study could be expanded upon for future research in several 

manners. Many of my study participants had no idea regarding whether their company switched 

between different cost accounting methods. It would be interesting to study a company that has 

switched between different cost accounting methods and examine the influence on job 

satisfaction. Additionally two different companies that each uses a different costing method 

could be compared to study the influence on job satisfaction. The participants from my study 

showed Activity Based Costing (ABC) as being used most frequently in their organizations (see 

Appendix J) so it would be interesting to compare a company that uses ABC with a company 

that uses a different cost accounting method.  

The results of my study also demonstrated that there was a lack of consistency between 

departments on their interpretation and use of cost accounting. It would be interesting to examine 

which department of an organization is more attuned to understanding the cost accounting 

method. Learning more about this phenomenon would help companies analyze how to help other 
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departments become more aware. This type of study could also be expanded to different 

industries to see if certain industries have a stronger understanding of the cost accounting 

methods or emphasize cost accounting more effectively throughout their organizations.  

On a broader basis, an area to delve into deeper would be education on financial incentive 

structures for employees within an organization with an emphasis on how to effectively educate 

and train those without an accounting or finance background. A focus could be placed on the 

leaders of the organization. For instance, a CEO with a stronger accounting background may 

create a more effective organizational emphasis on cost accounting implications for employees, 

which would have a greater influence on employee satisfaction. The specific communication 

methods of these organizational leaders could also be studied to gain a better perspective on what 

exactly helps messages get through more effectively to employees.  

 

To conclude, the relationship between evaluations based on meeting cost accounting targets 

and employee job satisfaction is an area where more research would be greatly valued. 

Addressing this area would benefit many individuals and create a more well-rounded 

understanding of the implications of cost accounting on employees. Understanding how to utilize 

the financial accounting component of the organization to satisfy employees will ultimately 

create a more satisfied workforce and allow managers to make more effective decisions for their 

organization as a whole. 
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Appendix A-Composition of work experience for my sample  

 

 
 

Appendix B-Survey questions pertaining to cost accounting method 

and evaluation by cost accounting 

 
Cost accounting is the accounting information used within an organization for product costing and 

managerial decisions. 

 

Please circle the one letter below that best describes the cost accounting method used to make business 

decisions (not inventory valuation) in your functional area. 

a. Standard Costs 

b. Absorption costing-Process costing 

c. Absorption costing-Job order costing 

d. Variable Costing (Direct/Marginal costing) 

e. Activity Based Costing 

f. Hybrid method: __________________ 

g. Other __________________________ 
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Explanation of different cost accounting methods (just for your reference): 

a. Standard Costs: Standard costs are the expected costs for manufacturing a product and also the 

benchmarks used to see how much the actual costs have deviated from what they should have been. 

For example, the standard direct materials cost would be found by taking the expected cost of raw 

materials multiplied by the expected number of units of raw material. These costs are frequently used 

to set cost targets and evaluate performance based on how well those targets are met. Standard costs 

technically aren’t a "method" but more of a way to measure performance. It can be used with one of 

the other methods below.  

b.  Absorption costing-Process Costing: This costing method assigns cost based on the number of units 

of output. It is used in industries and companies that convert raw materials into homogeneous and 

uniform products on a continuous basis.  The total costs incurred are spread uniformly across the 

number of units of output. Additionally, this method may also be used at a company that has 

assembly operations or produces utilities such as gas, water and electricity.  

c.  Absorption costing-Job Order Costing: Job order costing assigns cost based on the amount of 

resources consumed by the product or customer. It is used in companies that create customized or 

unique products and services each period. Every unit or customer will tend to be different from the 

next. Some examples of situations where job order costing may be appropriate are a custom home 

built by Toll Brothers, or in a service industry such as public accounting to track billable hours spent 

on each client’s account. 

d.  Variable Costing (aka Direct/Marginal costing): Variable costing is not allowed by GAAP but this 

method is widely used by many companies for internal purposes. Under this method the cost of 

inventory produced includes only direct labor, direct materials, and variable manufacturing overhead. 

The main difference with the method compared to other costing methods is that fixed manufacturing 

overhead is expensed in the current period rather than being treated as part of the cost of the inventory 

produced. When a cost is expensed in this manner it is said to be treated as a period cost. When a cost 

is capitalized as part of the cost of the inventory then it is a product cost. Under this method only 

manufacturing costs that vary with output are treated as product costs. 

e.  Activity Based Costing: Activity-based costing assigns costs based on the activities performed by 

the cost object. Objects that have more activity consumption and use more resources have more costs 

assigned to them. Firms identify drivers that influence the amount of resources a cost object 

consumes to determine the cost per unit of activity. This method helps managers with strategic 

decisions that affect capacity. 

Many companies evaluate performance based on meeting certain targets such as, customer 

satisfaction or sales. To what degree are you evaluated at your company based on meeting 

accounting targets?  

1= not evaluated at all; 7= evaluated completely by accounting targets 

1  2  3  4  5  6  7 
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Appendix C-Survey question pertaining to Job Satisfaction 

        

The following question pertains to how satisfied you are with your current/most recent full time 

job. 

Please indicate your level of agreement or disagreement: 

 
Strongly 

Disagree 
Neutral 

Strongly 

Agree 

I am satisfied with my current/most recent full time job. 1 2 3 4 5 6 7 

 

Appendix D-Survey questions pertaining to Career Rewards 

Pay Satisfaction 

What percentage of your annual pay is made up of: 

 Your regular base salary ___________________% 

 A Bonus/incentive pay _____________________% 

The following questions pertain to how satisfied you are with your pay.   

Please indicate your level of agreement or disagreement: 

 
Strongly 

Disagree 
Neutral 

Strongly 

Agree 

15a. I am satisfied with my company’s current pay structure. 1 2 3 4 5 6 7 

15b. Considering the skills and effort I put into my work, I am satisfied 

with my current annual salary. 
1 2 3 4 5 6 7 

15c. Compared to my desired income level at this company, I am satisfied 

with my progress towards meeting my goals at work. 
1 2 3 4 5 6 7 

15d. I am satisfied with the amount of say I have in determining my pay.  1 2 3 4 5 6 7 

15e. I have control over the performance criteria against which I am 

measured to determine my pay. 
1 2 3 4 5 6 7 
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Promotion satisfaction 

The following questions pertain to how satisfied you are with promotions at your company.   

Please indicate your level of agreement or disagreement: 

 
Strongly 

Disagree 
Neutral 

Strongly 

Agree 

16a. I am satisfied with the opportunities that exist in my company for 

advancement or promotion. 
1 2 3 4 5 6 7 

16b. I am satisfied with my chances for salary increases. 1 2 3 4 5 6 7 

16c. My supervisors do a good job of approving employees for skill-based 

pay raises. 
1 2 3 4 5 6 7 

16d. I am satisfied with the amount of say I have in determining my 

promotions. 
1 2 3 4 5 6 7 

16e. I have control over the performance criteria against which I am 

measured to determine my promotions. 
1 2 3 4 5 6 7 

 

Appendix E-Survey questions pertaining to Employee perceptions 

of Organizational Support 
 

The following questions pertain to how the cost accounting method impacts your perception of 

the support provided by your company. 

Please indicate your level of agreement or disagreement: 

 
Strongly 

Disagree 
Neutral 

Strongly 

Agree 

18a. My company uses accounting targets to effectively motivate my 

performance. 
1 2 3 4 5 6 7 

18b. My company takes into consideration my opinions when determining 

how to motivate me to perform well.  
1 2 3 4 5 6 7 

18c. The management at my company is rational and has a well-informed 

outlook when it comes to management policies and applying cost 

accounting to measure employee performance. 

1 2 3 4 5 6 7 

 

Appendix F-Survey question for qualitative data on cost accounting 

method 

 

I am looking to learn more about how the cost accounting method at your company was 

developed and has evolved. Since you started working for the company has the company 

changed its cost accounting method? Do you know why the method currently being used at your 

company was chosen? Please provide comments below. 
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Appendix G-Correlation table for questions on Pay satisfaction 

 
  15a 15b 15c 15d 15e 

15a 1.00         

15b 0.67 1.00       

15c 0.64 0.54 1.00     

15d 0.61 0.66 0.54 1.00   

15e 0.51 0.54 0.45 0.64 1.00 

 

 

Appendix H-Correlation table for questions on Promotion 

satisfaction 

 
  16a 16b 16c 16d 16e 

16a 1.00         

16b 0.72 1.00       

16c 0.60 0.78 1.00     

16d 0.65 0.75 0.72 1.00   

16e 0.70 0.70 0.63 0.82 1.00 

 

 

Appendix I-Correlation table for questions on Employee 

Perceptions of Organizational Support 

 
  18a 18b 18c 

18a 1.00     

18b 0.53 1.00   

18c 0.53 0.65 1.00 
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Appendix J-Composition of different cost accounting methods used 

in my sample  
 

 


