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Despite the importance placed on accounting as a means to influence performance in public
healthcare, there is still a lot to be learned about the role of management accounting in
clinical managers’ work behavior and their link with organizational performance. The article
aims at analyzing the motivational role of budgetary participation and the intervening
role of individuals’ mental states and behaviors in influencing the relationship between
budgetary participation and performance.

According to the goal-setting theory, SEM technique was used to test the relationships
among variables. The data were collected by a survey conducted in an Italian hospital.

The results show that: (i) budgetary participation does not directly influence the use of
budget information, but the latter is encouraged by the level of budget goal commitment
which, as a result, is influenced by the positive motivational consequences of participa-
tive budgeting; (ii) budget goal commitment does not directly influence performance, but
the relationship is mediated by the use of budget information. This study contributes to
health policy and management accounting literature and has significant policy implications.
Mainly, the findings prove that the introduction of business-like techniques in the health-
care sector can improve performance if attitudinal and behavioral variables are adequately
stimulated.

© 2014 Elsevier Ireland Ltd. All rights reserved.

1. Introduction

healthcare sector reforms, mainly related to New Public
Management (NPM) [5], have encouraged or even required

Clinicians’ decision-making is a key factor in resource
consumption in hospitals, and their involvement in
resource management is seen to be critical for hospi-
tal effectiveness and performance [1-3]. According to
this view, despite some reservations [4], accountability
in the financial sense has been assigned to clinicians.
Assuming a causal link between accounting practices, indi-
vidual behavior, and organizational performance, public
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the introduction of management accounting systems, such
as internal budgeting, as “a key element in [the] new con-
ception of accountability” [5: p. 95].

International literature has widely addressed the issue
of only partial integration of clinicians in financial manage-
ment and responsibilities [6-10] and a number of studies
have pointed out the ineffectiveness of such accounting
systems in healthcare [7,8,11-18]. Despite the importance
placed on accounting as a means to influence performance
in public healthcare, there is still a lot to be learned about
the role of management accounting practices in clinical
managers’ work behavior and their link with organizational
performance. In fact, in contexts like healthcare where cli-
nicians assume multiple roles which have very different
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characteristics within the organization [19-21], profes-
sional culture and values could struggle with expected
organizational behaviors and performance. In principle, cli-
nicians’ primary loyalty belongs to their profession rather
than to the organization they work for [2,22,23] and their
decision-making processes do not typically include effi-
ciency evaluations. A strong professional identification
and emotional attachment to the profession can manifest
themselves through low commitment to reach organi-
zational goals and result in a scarce attitude through
managerial roles. In particular, the potentially low identi-
fication with organizational goals can influence the clinical
managers’ budgeting behavior and, specifically, their use of
budget information which could be disregarded because it
is perceived by clinicians as being distant from their values.
This could impact the extent to which the organization is
able to achieve its objectives.

Although this reasoning has important theoretical and
practical implications, NPM literature has mainly adopted
anormative or descriptive stance, respectively focusing on
the ideal features of reforms or on a description of the
actual ones [24,25]. Health policy literature is no excep-
tion in this regard and little attention has been focused
on verifying and better understanding one of the corner-
stones of the managerial reforms in public healthcare, that
is, the assumed link between accounting practices, indi-
vidual behavior and organizational performance. This link
cannot be assumed, but evidence should be collected to
suggest that it exists, especially in healthcare where cli-
nicians’ professional culture is powerful in shaping their
behaviors. Hence, there is reason to raise the question of the
variables through which accounting affects clinical man-
agers’ behavior and, perhaps more importantly, facilitates
the achievement of organizational goals [2,3,22].

Management accounting literature may provide some
insights which can contribute to this important research
area in the health policy field. Management accounting
literature has widely stressed the benefits of participative
budgeting in motivating individual behavior and a stream
of research has focused on the link between budgetary
participation and performance (see 26 for a review).
However, so far, the results of these studies have not
provided consistent evidence with theoretical predictions
and across samples [27]. This lack of empirical confirma-
tion of the participation-performance link sheds further
light on the complexity of individual behavioral responses
to management accounting practices. Consequently, a
psychology based approach to management accounting
research has been suggested to explore intermediary
processes in terms of mental states, such as attitudes [28],
and behavior underpinning the missing links between
management accounting practices and performance
[29].

According to this approach, the purpose of this article
is to refine the understanding of the motivational role of
budgetary participation in healthcare and the intervening
role of individuals’ mental states and behaviors in influenc-
ing the relationship between budgetary participation and
performance, namely budgetary performance.

Accordingly, building on the insights of the Goal-
Setting Theory and focusing on the motivational effects of

budgetary participation, this paper proposes a research
model which seeks to examine: (i) the role of clinical
managers’ budgetary participation as a means to improve
clinical managers’ use of budget information; (ii) the medi-
ating role exerted by budget goal commitment, a mental
state, in the relationship between budgetary participation
and use of the information it provides; (iii) the mediating
role of the use of budget information in the relationship
between budget goal commitment and budgetary perfor-
mance; and (iv) what the implications may be for budgetary
performance.

To test the model, empirical research was conducted in
a large Italian hospital were budgetary participation aims
at motivating clinical managers to commit to budget goals
based on data collected from them. The motivation for con-
ducting this study in Italy is that the Italian healthcare
sector has undergone significant reforms with financial
responsibilities being delegated to the point of delivery
[30-34], but the impact of these initiatives on performance
has been questioned [18,35].

The contribution of this study to the existing literature
is twofold.

The first contribution is to health policy literature.
As previously mentioned, the adoption of management
accounting has often been encouraged by government
policy based on an assumption about the behavioral conse-
quences of accounting practices on performance. Although
research has been conducted in the healthcare sector to
analyze clinical managers’ budget behavior [18,20,22], the
underlying psychological processes by which clinical man-
agers’ participation in budgeting translate into behaviors
(the use of budget information) and their impact on per-
formance have not been addressed. In attempts to fill this
gap in the existing research, we question the assumption
about the causal link between accounting and performance
and collect evidence to suggest that important psycholog-
ical and behavioral mechanisms have to exist in order for
this causal link to emerge.

The second contribution is to management account-
ing literature. This study adds to the “third-stage” of
research on the psychological perspective of management
accounting practices [36]. Taking into consideration the
inconsistent results obtained by the first two stages of the
psychology based budgeting research, which focus respec-
tively on the additive and interactive relations between
management accounting, mental states, behavior and per-
formance, we are particularly interested in contributing to
the explanation of the indirect paths between accounting
practices and performance [36,37]. Focusing on some key
direct and indirect relationships between budgeting prac-
tices, individual-level attitudinal and behavioral variables
and organizational performance, this study aims at investi-
gating the role of individuals’ psychological and behavioral
mechanisms in the link between budgetary participation
and performance in an underexplored research setting, that
is the healthcare sector.

2. Literature review

Budgetary participation is believed to be a key fac-
tor in stimulating individuals to engage in a particular
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