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Abstract
This paper provides evidence on the role of mission congruence on teachers’ pay-for-performance and delegation of decision-making decisions using a dataset of child-care facilities in Minnesota, the United States. We find the teachers’ pay-for-performance is negatively related to mission congruence. Also, we find that teachers’ autonomy is positively related to mission congruence. These results support the idea that the identity of workers plays an important role in the design of the organization. In addition, as in previous empirical studies, we found that pay-for-performance and autonomy are interrelated decisions. 


Keywords: Mission congruence, pay-for-performance, autonomy.
JEL classification: D21, D23, D81, D82, J33, M52, M54










1. Introduction
	
	Based on a dataset of child-care facilities in Minnesota, United States, this paper provides empirical evidence on the effects of mission congruence on teachers´ pay for performance and autonomy decisions. The concept of mission congruence refers to the extent at which the objective of a worker is aligned to the one of the organization. In the last few years a growing theoretical literature (Akerlof and Kranton 2005, Besley and Ghatak 2005, Prendergast 2008, Van den Steen 2010, Aghion and Tirole 1997, Dessein 2002) has arose concerned in analysing the role of the degree of employers-employees mission congruence on the organizational design. However, despite this growing theoretical interest, empirical evidence is generally scant.   
		The economic analysis of the organization relies on the assumption that workers preferences are in conflict with those of the organization. Under this assumption, for instance, firms must offer incentives to make workers to exert productive effort and centralize decisions to preclude workers to select unproductive activities. Nonetheless, this is not always the case. In many circumstances, workers could exert productive effort or select the most productive activities just because they agree with the organization’s objectives (Aghion and Tirole 1997, Dessein 2002, Akerlof and Kranton 2005, Besley and Ghatak 2005, Prendergast 2008, Van den Steen 2010). As an instance, a child care facility teachers may work hard or select the best teaching program just because she believes in the mission of the organization.
		Recognition of this fact will have dramatic consequences on the organizational design (Akerlof and Kranton 2005, Ben-Ner 2008). The theoretical literature provides some efforts to model the effect of mission congruence on incentives and delegation of decision-making. For this literature, a less dissonance between organizations’ and employees’ objectives reduces the cost of exerting productive effort and permits organizations to economize on monetary incentives (Akerlof and Kranton 2005, Besley and Ghatak 2005, Prendergast 2008, Van den Steen 2010). Also, mission congruence allows principals to trust agents’ decisions encouraging the granting of autonomy (Aghion and Tirole 1997, Dessein 2002, Van den Steen 2010). In short, we will expect that workers who share the mission of the organization will receive less incentive pay and more delegation of decision-making than workers who do not. 
		As far as us aware, the first prediction, a negative association between pay-for-performance and mission congruence, has never been tested. On the other hand, empirical evidence on the second hypothesis, a negative association between delegation of decision-making and mission congruence, is scant. In this paper, we attempt to fill this gap. Relying on dataset of 206 child care facilities in Minnesota, the U.S., we provide empirical evidence for these hypotheses.
	We find that the provision of pay-for-performance is negatively associated to mission congruence. Child-care facilities economize on the provision of monetary incentives in teachers who believe on the mission of the organization. We also find that the provision of autonomy is positively associated to mission congruence. Teachers who believes in the mission of the organization has more discretion to take decisions than teachers who do no.  
As by product, with a unique dataset and specification, this paper provides empirical evidence supporting a positive association between pay for performance and autonomy. The interrelated nature of these decisions seems to be a stylized fact (MacLeod and Parent 1999, Nagar 2002, Abernethy et al. 2004, Foss and Laursen 2005, Moers 2006, Wulf 2007, Ben-Ner, Kong and Lluis 2011, Devaro and Kurtulos 2010, Itoh, Kikutani and Hayashida 2008).  
The rest of the paper is organized as follows. In section two we review the relevant literature and state the hypothesis to be tested. Section three presents a description of the sample data and the measures to be used in the estimations as well as the econometric approach. Section four shows the results. Section five deals with the implications of the results and section six concludes.

2. THEORETICAL BACKGROUND

2.1	Mission Congruence

Mission congruence refers to the extent at which the objective of a worker is aligned to the one of the organization. This construct captures the idea that individuals have different objectives, and thus some of them could share, at different intensities, the objectives of the organizations for which they work. In standard economic theory, utility depends only on pecuniary variables. It ignores that some workers have non-economic motives so that they have the same goals of the organization (Akerlof and Kranton 2005).
The non-economics motives of the workers have been addressed in the literature from several points of views. In one of them, it is stressed that individuals exhibit, besides self-interests, values such as altruism, honesty, reciprocity, trusting, trustworthiness, truth-telling and fairness (Ben-Ner 2010, Ting Ren 2010). Then, the congruence of objectives follows from that dispositional dimension of human behavior. In concrete, people who tend to exhibit more values tend to be more aligned to the organizational objectives. Another point of view, stresses the idea that employers and employees can be either profit-oriented or mission-oriented (Besley and Ghatak). For instance, they could be strict profit-maximizer or be oriented to the provision of collective goods. Some employers and employees of a society can be mission oriented because they perceive intrinsic benefits from doing so. The congruence of objectives is achieved when a mission-oriented agent match a mission-oriented principal. Most of the literature (Akerlof and Kranton 2005, Prendergast 2008, Bénobou and Tirole 2003, Aghion and Tirole 1997, Dessein 2002) relies on the idea that in some cases there is a coincidence of the objectives of the agents and the principal, without specifying the type of preferences of the workers or organizations. Last, the concept of mission congruence has been also been defined as differences in beliefs instead of as differences in objectives (Van den Steen 2010). The idea is that both firms and workers care about the success of the firm but may openly disagree on the best course of action. From a practical point of view both definitions are equivalent. Shared beliefs reduce the difference in objectives.                    
The theoretical construct of mission congruence is not concern about the motives that lead the agents to behave in agreement with the objectives of the organization. It only tries to capture the extent at which both the objectives of the worker and the objectives of the firm are aligned. The implications of the degree of mission congruence on the organizational design are analyzed in each of the particular theoretical models that we review below.                        

2.2	Main hypotheses

The traditional analysis of the organizational design relies on the assumption that workers’ preferences are in conflict with those of the organization. This is exemplified in the agency model (Holmström 1979), where there exists a tension between principals and agents regarding the optimal level of effort to be exerted. Firms would like that workers work hard, while workers would like to exert a low level of effort. The same is true in models of delegation of decision-making (see Prendergast 2002). In this case, firms would prefer that workers select the activities that maximize their benefits, while workers will prefer to select the activities or projects that maximize their own utility. Under this assumption, for example, firms must offer incentives to make workers exert productive effort or centralize decisions on the selection of the activities to be carried out. Implicit is the idea that workers do not share the objectives or the mission of the organization.
However, although standing as an important departing point for the understanding of the organizational design, this approach ignores that sometimes workers care about what they do (Prendergast 2008). Some workers may derive utility from the organizations´ mission´s success. This is likely, for instance, in the social work (Prendergast 2008), army (Akerlof and Kranton 2005), or non-profit sector (Besley and Ghatak 2005) contexts.    
Different assumptions about the extent at which workers share the mission of the organization (mission congruence), or in other words about the degree of disparity between the preferences of the organization and workers regarding effort exertion and activities selection, will have important effects on the structure of the organization (Akerlof and Kranton 2005, Ben-Ner 2008). For instance, we will expect that workers who share the mission of the organization will receive lesser monetary incentives and more discretion (without need of monetary incentives) than workers who do not. 
In the last few years, several theoretical works have appeared that take into consideration the effect of mission congruence on (particular variables of) the organizational design (Akerlof and Kranton 2005, Besley and Ghatak 2005, Prendergast 2008, Van den Steen 2010, Bénobou and Tirole 2003, Aghion and Tirole 1997, Dessein 2002). 

2.2.1	Incentives and Mission Congruence

For most of this literature (Akerlof and Kranton 2005, Besley and Ghatak 2005, Prendergast 2008, Van den Steen 2010) mission congruence can operate as a substitute for monetary incentives. Workers who share the objectives of the firm require less incentive pay to motivate effort. The common underlying idea of these models is that mission congruence provides intrinsic motivation. The desire of the workers to perform an activity because of inherent enjoyment of the activity (Baron and Kreps 1999) reduces the cost of exerting effort and therefore economizes on the need to provide explicit monetary incentives. Recent economic literature provides efforts to model this assertion. 
		Akerlof and Kranton (2005) suggest that some employees may have identities that lead them to behave in concert with the goals of the organization. Those workers identify with the firm or, in other words, they are insiders. The norm of an insider is to act in the interest of the firm and therefore do the high effort. Workers with such identities lose utility by deviating from norms of high effort. Thus, for those workers, firms can reduce the wage differential needed to induce the worker to take the high effort action. This paper also speculates about the possibility that motivation by identity and monetary incentives will be complements rather than substitutes. Given that identity reduces the employees cost of effort, firms may find optimal to elicit yet more effort.    
Besley and Gathak (2005) classify organizations as either mission or profit-oriented. They define mission as the attributes of a project that make some principals and agents value the success of the project over and above any monetary income they get in the process. The attributes of the project may refer to the organizations´ business approach, e.g. if it is commercial or charitable, and are exogenously associated with a particular principal. Some organizations in the economy give more importance to the mission motive than to the profit motive. Payoffs of the projects’ success for those principals include a non-pecuniary component. Moreover, some agents also care about the mission of the organization for which they work. The idea of the model is that they get a non-pecuniary benefit from project success when they are matched with similar minded principals. In the optimum, those agents receive lower incentive pay. 
Prendergast (2008) studies the change in the firm’s hiring preferences upon changes in contractibility of performance measures. He predicts that in absence of perfectly contractible performance measures, organizations will hire agents disproportionately motivated to carry out a subset of activities the firm cares about. In other words, the firm will hire workers with preferences over some actions of particular interest for the firm. A firm can economize on the provision of monetary incentives by hiring such workers. 
Van den Steen (2010) studies the role of differences in beliefs in the provision of monetary incentives. He suggests that when the members of an organization openly disagree on the right course of action, then at least some members will feel that the organization goes down the wrong path. This lowers their expected utility from being part of the organization and will lower their motivation because they will feel that their effort is spent on the wrong project. Implementation effort increases as beliefs of manager and employee are more similar. This result is straightforwardly translated to the case of mission congruence. Implementation effort will be higher in organizations with more homogeneous preferences or values.         
	
	Hypothesis 1: Monetary incentives are negatively related to Mission congruence.

	As far as we know there is not empirical work on the relationship between monetary incentives and mission congruence. 
The literature, however, has devoted a lot of effort to provide empirical evidence on the “crowing out” effect (Frey 1997). That is, if the subjects´ intrinsic motivation is destroyed when explicit monetary incentives are provided (Etzioni 1971, Kruglanski 1978, Deci and Ryan 1985, Baron and Kreps 1999; see Bénobou and Tirole 2003 for an effort to formalize this effect). This negative effect of monetary incentives on intrinsic motivation has been largely documented in the experimental literature in the students’ context (Kruglanski, Friedman and Zeevi 1971, Lepper, Greene and Nisbett 1973, Deci 1975, Wilson, Hull and Johnson 1981, Deci, Koestner and Ryan 1999). However, this evidence is not conclusive (see Gneezy and Rustichini (2000) for a discussion). 

2.2.2	Delegation of Decision-making and Mission Alignment

Another variable of the organizational design that has captured the attention of this literature is the delegation of decision-making. Overall, this literature (Aghion and Tirole 1997, Dessein 2002, Van den Steen 2010) predicts that the congruence between the principals’ and the agents’ objectives has a positive impact on the delegation of decision-making. 
Delegation of decision-making arises when the relevant information to take decisions regarding how to carry out a job (i.e., which are the projects or activities that should be implemented) is disperse along the organization (Melumad and Reichelstein 1987, Aghion and Tirole 1997, Prendergast 2002, Dessein 2002). However, the management could hesitate to delegate decision-making to workers if their objectives are not aligned to that of the organization. On the contrary, when there is less discrepancy of interests, employers are more likely to see employees as more reliable and trustworthy to pursue the interests of the organization (Ben-Ner 2008, Ting Ren 2010) by selecting the most appropriate projects and are more likely to delegate decision-making.  
Aghion and Tirole (1997) shows that managers delegate more when the objectives of the workers are more aligned to those of the firms. The idea of this model is that workers have private benefits over course of actions or projects. Then, the firms will delegate more whenever their profits are positively linked to the private benefits of the agent. That is, whenever the principal can trust the agent. This is likely in those cases in which firms´ and workers´ objectives are more similar.       
Dessein (2002) shows that an uninformed principal may delegate decision-making to a better informed agent to avoid the noisy communication, and hence the loss of relevant information, which stems from the objectives dissonance between them. In this model, more mission congruence enhances both delegation of decision-making and better communication. However, delegation dominates communication. Delegation of decision-making is a better instrument to use the local knowledge of the agent than communication.         
Van den Steen (2010) shows that managers will delegate more if the employees´ beliefs are sufficiently similar to her own. The intuition for this result is that as the manager and employee have more different beliefs, the employee is more likely to make the wrong choice from the manager’s perspective. Belief differences thus give the manager more reason to keep control by not delegating. As in the case of effort, this result is straightforwardly translated to the case of mission congruence. More granting of autonomy will be observed in organizations with more homogeneous preferences or values.         
 
  	Hypothesis 2: Delegation of Decision-making is positively related to Mission congruence.
 
	To the best of our knowledge, empirical evidence on the positive association between mission congruence and delegation of decision-making is restricted to Ting Ren (2010). With a sample of 91 nursing homes in Minnesota, the U.S., he finds a positive effect of firms-workers mission congruence on the “employees’ participation in any employee involvement program.” However, he fails to find a positive association when a more direct measure for delegation of decision-making is used, namely, the degree of control over how their work is done. Campbell (2010) analyses a related hypothesis using data from a credit-union in the U.S. He finds that employees aligned via selection are more likely to use their decision-making authority in the granting and structuring of consumer loans than those who are not. The emphasis of this work is on workers´ reaction. The effect on firms’ decentralization decisions of changes in hiring practices is not analyzed.  

2.3 Other Considerations
 
2.3.1	Incentives and Delegation of decision making
	The theoretical economics and management literature has devoted a lot of effort for understanding the relation between the provision of incentives and delegation of decision-making (Melumad and Reichelstein 1987, Melumad et al. 1992, Jensen and Meckling 1992, Holmström and Milgrom 1994, Prendergast 2002, Baiman and Rajan 1995, Bushman et al. 2000, Baldenious 2003). Overall, this literature predicts that both variables of the organizational design should be positively correlated.  
The idea is that when organizations delegate decision-making they create a room for workers to choose the activity or project they like the most instead of the activity or project with the highest productivity. Then, the constraining of misbehaviour by the part of the workers created by the delegation of decision-making implies that firms offer incentives (Prendergast 2002).	Moreover, when organizations decide to delegate decision-making, effort exertion within a task is more difficult to monitor (Ben-Ner et al. 2010). That is, delegation of decision-making also fosters the asymmetric information problem analysed in the standard agency model (Holmström 1979, Shavell 1979, Holmström and Milgrom 1987, 1991). 
	The prominent role of incentives is to prevent both the selection of a suboptimal project (in terms of productivity), and therefore the encouraging of delegation of decision-making, as well as a suboptimal level of effort. The idea that the possible misbehaviours created by delegation of decision-making needs to be constrained via the provision of incentives seems to be a stylised fact (MacLeod and Parent 1999, Nagar 2002, Abernethy et al. 2004, Widener et al. 2004, Foss and Laursen 2005, Moers 2006, Wulf 2007, Itoh et al. 2008, Gibbs et al. 2009, Devaro and Kurtulos 2010, Ben-Ner, Kong and Lluis 2011).

2.3.2	Control Variables
	For testing the hypotheses above, it is necessary to control for specific characteristics of the business units or the environment where they operate that could determine the use of the variables of the organizational design analyzed in this article, incentives and delegation of decision making. In concrete, we control by the size of the business unit, the number of business units belonging to the same parent organization, the age of the organization, the degree of task complexity, the degree of skill demanded by the tasks, and the legal status of the organization.
	The inclusion of a variable related to the size of the business unit is standard in the empirical literature for its effects on all organization design choices (Nagar 2002). In fact, this variable has been considered in every empirical analysis where the relationship between delegation of decision-making and incentives has been analyzed (Adams 2002, Nagar 2002, Shi 2005, Foss and Laursen 2005, Devaro and Kurtulos 2010, Ben-Ner et al. 2011). Overall, we will expect that larger units, in which supervision is more difficult, have larger asymmetry information problems than smaller firms. Then, we would observe less delegation of decision making and more incentives. However, we do not provide empirical prediction for this variable because some other arguments provided by the literature leads to ambiguous conclusions. For instance, smaller establishments could be more agile (e.g. flatter hierarchies) and more likely to adopt human resources innovations than large establishments (Osterman 1994).
	We also control for the number of business units belonging to the same parent organization (Foss and Laursen 2005) because the decisions related to organizational design could be made by the headquarter instead of by the child-care facility. So, despite establishments that are part of larger organizations may receive greater resources, information and technical assistance for implementation of innovative organizational practices (Osterman 1994), we consider the expected sign of this variable as an empirical question. 
	In addition, we control by the years of the organization in business since establishment (Shi 2005, Ortega 2009, Ben-Ner 2011), because the number of years could be an indicator of the difficulty to develop particular organizational practices (Lafontaine 1992). Also, the epoch when the organization was founded is important in that cultural attitudes about appropriate policies get set into place. For instance, this is exemplified by the tendency of recently formed firms to provide autonomy (Osterman 1994).     
	Delegation of decision-making arises when relevant information to take decisions regarding how to perform optimally a task by choosing the right activity or project is in hands of the workers (Melumad and Reichelstein 1987, Aghion and Tirole 1997, Prendergast 2002, Dessein 2002)[footnoteRef:2]. For empirical implementation, some authors (Prendergast 2002, Raith 2008, Ben-Ner et al. 2011) suggest that the amount of the agent’s local private knowledge is closely related to the degree of complexity of the tasks that workers have to perform[footnoteRef:3]. When the production process is simple, there is not much room for differences between the workers and supervisors to identify the best course of action for a given task. But when the task is complex, the worker, who is closer to the production process, is in a better position than the supervisor to determine how a task should be done. So, job complexity can be interpreted as a measure of the agents’ informative advantage (Ortega 2009, Ben-Ner et al. 2010) and a positive relationship of this measure with delegation of decision-making is expected. Recent empirical studies provide support for the positive relationship between the delegation of decision-making and measures of job complexity (Ortega 2009, Gibbs, Levenson and Zoghy 2010, Ben-Ner, Kong and Lluis 2010) or other measures intended to capture the principal-agents’ asymmetric information (Baiman, Larker and Rajan 1995, Colombo and Delmastro 2004).  [2:  The literature suggests alternative explanations to delegating the decision to the workers. For instance, delegation of decision-making could encourage incentives to collects information (Aghion and Tirole 1997), incentives to implement or execute the project (Van den Steen 2006) or because it takes time and effort (Van den Steen 2010).   ]  [3:  For some other authors (Garicano 2000), the association between task complexity and delegation of decision-making is exactly the opposite one. More task complexity should result in less delegation of decision-making and vice versa. The sign of the relationship is after all an empirical issue.    ] 

Some other authors argue that the agents´ informative advantage (Zabojnik 1996, Prendergast 2000, 2002, Adams 2002, Baker and Jorgensen 2003, Shi 2005, Raith 2008) could have positive effects on the provision of incentives. The idea is that firms can take advantage of the workers´ local private knowledge by increasing the strength of incentives. The empirical literature provides some efforts (Baiman, Larker and Rajan 1995, Ortega 2009, Ben-Nert et all. 2011) to test this prediction.     
	The degree of skill demanded by the tasks could also have important effects on delegation of decision making. We expect that task that are more difficult to perform will be more delegated. Also, we expect that a highly skilled task could have negative effects on the provision of incentives because it affects negatively the marginal productivity of effort and could add risk to the relationship (Holmström and Milgrom 1991).
	Last, the legal status of the organization, namely, if it is a for-profit, non-profit, or local government organization, could have effects on the severity of the agency problems of the organization (Clarkson 1972, Brody 1996, Steinberg 2008, Ben-Ner and Ting Ren 2010). In for-profit organizations principals are equity owners who maximize returns on their investment, in non-profit organizations principals are members of boards of directors who have fiduciary duties towards the organization but are not required to pursue specific goals, and in government organizations principals are the constituents who exercise their rights through elected officials, i.e., citizens with no enforceable property rights, (Ben-Ner and Ting Ren 2010). For-profit organizations are more likely to take advantage of the residual asymmetric information to their clients and to be more efficient in the use of resources than other forms of corporate government. Thus, we expect this type of organizations will be more motivated to direct their agents to act in profit-maximizing ways. We should observe a larger use of incentive mechanisms such as performance pay. This assertion is supported by the empirical literature (Ballou and Weisbrod 2002, Bertrand, Hallock and Arnould 2003).  
   
3. METHODS

3.1. Data description

	The data for testing the hypotheses is drawn from the structure and performance in the human services industry in Minnesota survey applied to child-care institutions. We believe this is a suitable setup to carry out the analysis. Children-liking must be an important motivational element of teachers in child care facilities. Also, the use of subjective assessments by the interviewee on various scales to get information on the theoretical concepts above examined is a common practice in the related empirical literature (Adams 2002, Foss and Laursen 2005, Wulf 2005, Nagar 2005, Shi 2005, Ortega 2009, Devaro and Kurtulos 2010, Ting Ren 2010, Ben-Ner, Kong and Lluis 2011). This approach allows the possibility of getting information on some concepts even if more objective information is not available.
	The survey was administered in summer 2006 to all child-care facilities existing at that time. So, we expect no sampling selection bias problems. The survey was addressed to child-care facilities’ directors and requested detailed information on human resources and work organization practices for teachers as well as information on general characteristics of the facilities and/or parent organizations. We got 504 responses. Because some questionnaires were incomplete, we ended up with 206 observations.    
A similar database has been used previously for the study of the impact of mission alignment on delegation of decision-making and supervision by Ting Ren (2010). This study uses a sample of 91 nursing home administrators in Minnesota, also drawn from the structure and performance in the human services industry in Minnesota survey.       

3.2. Measures
Dependent variables

Pay-for-performance (p)

The question related to the provision of incentives asks the interviewer if the teachers receive any form of incentive pay or bonus. The answer is presented in a dichotomized way. Based on this question we create the variable Pay-for-performance, which take the value of zero if incentives are not provided and 1, otherwise. The distribution of child-care facilities for teachers for the two categories is 74.76 and 25.24 percent, respectively.   

Autonomy (a)

The question that explores our measure of delegation of decision-making asks the interviewee to evaluate the degree of control that teachers have over how their work is done. The answer ranks in a five-point scale, where 1 means “not at all,” 2 means “small,” 3 means “moderate,” 4 means “large” and 5 means “extreme.” The distribution of the child-care facilities for teachers for the five categories is 0, 0.49, 10.68, 51.46, and 37.38 percent, respectively. Based on this information we create the 4-categories ordinal variable Autonomy.   
	
	Independent variables

Mission congruence (m)

The concept of mission congruence is measured through a question that asks the interviewer if teachers believe in the mission of the organization. The answer ranks in a Likert scale from 1 to 5, where 1 means that the interviewee strongly disagree with the statement, 2 that she disagrees, 3 that she neither agrees nor disagrees, 4 that she agrees and 5 that she strongly agrees. The distribution of plants for the five categories for teachers is 2.91, 0, 2.43, 26.21 and 68.45 percent, respectively. 
Like in this case, many of the independent variables used in the empirical part have been measured by Likert scales from 1 to 5. These values are ordinal, so these variables are not cardinal, consequently the proper use of the information available for each variable implies including four dummies in the regression. Some of the categories, in most of the variables, have very few observations, causing collinearity in the estimations. In order to avoid such problems, and for the sake of expositional simplicity, we will opt to use only one dummy variable for each independent variable. This implies the selection of a category cut off. Some studies (e.g. Foss and Laursen 2005) opt to use the original middle category (value 3 in our case) as the category cut off. This procedure assumes that the meaning of the categories of the Likert scales is the same for all the variables. The application of this procedure in our data provides highly skewed distributions of some variables. This fact casts some doubts on the assumption that all the variables follow the same distribution. Then, we follow an alternative procedure used in the literature (e.g. Devaro and Kurtulus 2010), which is some kind of standardization. The cut off is the category closest to represent the median of the variable. So in all the cases we proceeded to group the adjacent original categories to finally obtain two categories with the most egalitarian distribution possible of observations. A challenge appears when the original middle category (value 3) concentrated more than 50 percent of the observations. In these cases we consider three categories (two dummy variables) but only if each resulting category had at least the 10 percent of the observations. Applying this general procedure to this distribution, we gather together categories 1 to 4  and create the dummy variable Mission congruence, whose value of zero (former categories 1 to 4) is interpreted as the existence of weak mission congruence and one (former category 5) as the existence of strong mission congruence.
In this case, we gather together categories 1 to 4 and create the dummy variable Mission congruence, whose value of zero (former categories 1 to 4) is interpreted as the existence of weak mission congruence and one (former category 5) as the existence of strong mission congruence.

Other variables (x)

Following the theoretical discussion above, as well as the related empirical literature, we control for by the size of the business unit, the number of business units belonging to the same parent organization, the age of the organization, the degree of task complexity, the degree of skill demanded by the tasks, and the legal status of the organization.
The size of the child-care facility, Size, is measured as the number of full time employees. With regard to the number of child-care facilities, the survey provides a question that ask the interviewee approximately how many child-care facilities does your organization have. Based on this question, we created the variable Number of facilities. The variable Age is taken from a question that asks the interviewee in which year the organization that owns a particular facility was established.
The question that brings the measure for task complexity asks the interviewee to evaluate if the tasks performed by the teachers are complex. The answer is presented on a 5-point Likert scale, where 1 means “not at all,” 2 means “small,” 3 means “moderate,” 4 means “large” and 5 means “extreme.” The distribution of the plants for teachers for the five categories is 2.91, 3.88, 35.44, 40.78, and 16.99 percent, respectively. In this case, we gather together categories 1, 2 and 3, and 4 and 5, and create the dichotomous variable Task Complexity. The value of zero (former categories 1 to 3) is interpreted as the existence of no task complexity and the value of one (former categories 4 and 5) as the existence of task complexity.
For the degree of skilled of the task we rely on a question that asks the interviewee if the task performed by the teachers is highly skilled. The answer is presented on a 5-point Likert scale. As in the former case, 1 means “not at all,” 2 means “small,” 3 means “moderate,” 4 means “large” and 5 means “extreme.” The distribution of the plants for teachers for the five categories is 1.94, 4.85, 19.90, 45.63, and 27.67 percent, respectively. In this case, we gather together categories 1, 2 and 3, and 4 and 5, and create the dichotomous variable Task skill. The value of zero (former categories 1 to 3) is interpreted as the existence of a low task complexity and the value of one (former categories 4 and 5) as the existence of a high task complexity.
Ultimately, the questionnaire requires the interviewee to respond if the child-care facility belongs to a “for-profit,” “non-profit” or “government” form of corporate governance. The distribution of the childcare facilities for the three categories is 51.94, 45.15 and 2.91 percent, respectively. Based on this information we created the dummy variables For-profit, Non-profit and Government. The omitted variables will be Non-profit and Government. Table 1 shows the frequency distributions and the means and standard distributions of the variables defined in this section.

-Insert Table 1-

3.3. Econometric approach
	
	In concordance with the theoretical section and the nature of the data, we propose the following econometric approach. 
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where and are latent variables. For the childcare facility i, the value of the variable Pay-for-performance  will be equal to one  when the childcare facility i has an associated positive value and will be equal to zero , otherwise. Also, for the childcare facility i, the value of the variable Autonomy () will depend on the value of the latent variablein the following way:= 4 if   , = 3 if  >  ,  = 2 if  >    and = 1 if  > . The independent variables are Mission alignment (m) and a set of J control variables (), where j = 1…J. The error terms, are distributed as bivariate normal with mean zero, unit variance and correlation coefficient. The parameters to be estimated areand. Hypotheses 1 and 2 predictand, respectively. From the theoretical section we also expect. With regard to the control variables we expect a positive relationship of Pay-for-performance with Task skill and for-profit. Also, we expect that Autonomy will be positively correlated to Task complexity and Task skill. For the rest of the control variables, we provide no prediction. 
	The general model proposed is logically consistent (for further discussion see Maddala, 1983 section 5.7) and the parameters are identified (Wilde 2000) and can be estimated by the bivariate ordered probit probability model.
	
4. RESULTS

4.1. Parameters’ estimation and hypotheses tests


	The results are shown in Table 2. The likelihood ratio test rejects at the 1 percent level the null hypothesis that all the explanatory variables are zero. The first column of Table 2 presents the results of the estimation of the incentives equation. These results provide support for Hypothesis 1. The coefficient of the variable Mission congruence is negative and statistically significantly different from zero at the 5.6 percent level (). With regard to the other variables, Autonomy and Size are also important to explain the decision on incentive provision. The three dummy variables associate to the variable Autonomy are positive and statistically significant at conventional levels of significance while Size is positive and statistically different from zero at the 1 percent level.   


	The second column of Table 2 presents the results of the estimation of the Autonomy equation, which is relevant for Hypothesis 2. The results also provide support for this Hypothesis. The coefficient of variable Mission congruence is positive and statistically significant at the 6.9 percent level (). None of the other independent variables in this specification resulted statistically significant to explain the decision on the provision of autonomy. Note however that the fact that the coefficient of the variable task complexity is very close to being significant  provides some insight of its importance. 
-Insert Table 2-

4.2. Results´ implications

The results found in this article have important implications for firms’ management. Such as it has been suggested by the theoretical literature (Akerlof and Kranton 2005, Besley and Gathak 2005, Prendergast 2008, Van den Steen 2010), the child-care facilities of Minnesota, the U.S., seems to economize on the provision of monetary incentives for teachers whose objectives are aligned to the mission of the organization. We believe that this is the first test of this hypothesis using survey data in the working context. Precedents refer to the negative effect of explicit incentives on intrinsic motivation (the “crowding out” effect) much emphasized by the psychological and sociological literatures and provides empirical evidence under controlled conditions usually involving (different categories of) students.     
	The theoretical literature has also suggested that workers who share the mission of the organization can be trusted by the organization and receive more discretion to take decisions than workers who do not. Our analysis for teachers in the child-care facilities of Minnesota context seems to confirm this suggestion. This type of organizations seems to take advantage of the local knowledge (Hayek 1945) of the teachers when the later shares the mission of the organization. Antecedents of empirical work on this prediction are scant. Ting Ren (2010) works with an identical survey to ours but applied to nursing homes in Minnesota, the U.S. This paper provides evidence on the positive association between mission congruence and workers participation in any employee involvement program. But, unlike us, he does not find the same result when a more straightforward measure for delegation of decision-making (i.e., degree of control over how their work is done) is used. Campbell (2010) exploits a change in decentralization of authority and employment selection policies in a credit-union organization. He finds that the use of decision-making authority is significantly higher for employees selected via channels that are likely to sort on the alignment of their preferences with organizational objectives. But note that this paper does not test the effect on firms’ decentralization decisions of changes in hiring practices. As far as all workers are granted full authority, it measures the effect of hiring practices on workers predisposition to make use of this authority. 
As in previous empirical studies, we find that workers’ autonomy and pay-for-performance decisions are positively associated. This hypothesis has receive support in the banking (Nagar (2002)) and industrial (Foss and Laursen 2005, Devaro and Kurtulos 2010 and Ben-Ner et al. 2011) contexts. We confirm this result with a different dataset and in different working context. The idea that any misbehavior by the part of the worker resulting from their discretion needs to be constrained via the provision of incentives (Prendergast 2002) seems to be a stylized fact. 
Another relevant prediction of the literature is the positive association between delegation of decision-making and the degree of complexity of the job (Ortega 2009, Gibbs, Levenson and Zoghy 2010, Ben-Ner, Kong and Lluis 2011). The idea is that complex environments create asymmetric information regarding how a task should be done. In those setups, the worker, who is typically closer to the production process, is in a better position than the supervisor to determine how a task should be done (Prendergast 2002, Raith 2008, Ben-Ner et al. 2011). Then, employers should delegate decision-making. With our dataset and specification we did not find a strong correlation between these two variables. However, the fact that the degree of significance of task complexity is pretty close to being significant provides some insights of its importance.      
       
5. CONCLUSIONS 	

	This article provides evidence on the role of mission congruence, i.e., the extent at which the objectives of the workers are aligned to that of the firm, on pay-for-performance and autonomy decisions for Minnesota child-care facility´s teachers. 
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	Appendix 1
Definition of variables from the questionnaire

	Pay-for-Performance

	Please check the forms of compensation and fringe benefits received by most employees in each group

	
	
Teachers


	
Any form of incentive or pay bonus 
Please specify type:

	



	Autonomy

 	To what extend do these employees

1. Not at all, 2. Small, 3. Moderate, 4. Large, 5. Extreme  

	
	
Teachers

	
Have control over how their work is done?

	
1  2  3  4  5



Mission Congruence

Please evaluate the following statements 

	
	
Strongly disagree
	
Disagree
	
Neither agree nor disagree
	
Agree
	
Strongly agree

	Most of our Teachers believe in the mission of our organization 
	

1
	

2
	

3
	

4
	

5



		
Task Complexity

To what extend

1. Not at all, 2. Small, 3. Moderate, 4. Large, 5. Extreme  
 
	
	
Teachers

	
Are the tasks performed by these employees complex?

	

1  2  3  4  5



	Task Skills

To what extend

1. Not at all, 2. Small, 3. Moderate, 4. Large, 5. Extreme  

	
	
Teachers

	
Are the tasks performed by these employees highly skilled?

	
1  2  3  4  5



	Size
	
	
	
Teachers
	
Assistant Teachers 

	
Aides
	
Supervisors

	
Number of full-time employees

	
	
	
	


 
	Age

	In what year was the organization that owns your particular facility established?
	_____________________
	
	Number of child facilities 

	Approximately how many child care facilities does your organization have?
	______________________

	Legal Status 
______________________



Tables
	
	Table 1
Frequency distribution and descriptive statistics

	
Variable
	
Categories
	
Percentage
	
Mean
	
S.d.

	Pay-for-performance
	Low pay-for-performance 
	74.76
	
	

	
	High pay-for-performance
	25.24
	
	

	Autonomy
	Likert scale
	
	4.26
	.66

	Mission congruence
	Likert scale
	
	4.57
	.80

	
	Low Mission congruence 
	31.55
	
	

	
	High Mission congruence
	68.45
	
	

	Task complexity  
	Likert scale
	
	3.65
	.91

	
	Low Task complexity  
	42.23
	
	

	
	High Task complexity  
	57.77
	
	

	Size
	Continuous
	
	7.21
	8.03

	Number of facilities
	Continuous
	
	32.05
	209.14

	Age
	Continuous
	
	40.49
	34.71

	Task skill
	Likert scale
	
	3.92
	.92

	
	Low Task skill  
	26.70
	
	

	
	High Task skill  
	73.30
	
	

	For-profit
	
	51.94
	
	

	Non-profit
	
	45.15
	
	

	Government
	
	2.91
	
	

	Number of observations: 206










	Table 2
Results of the Bivariate Probit Probability Models Estimations

	

	Equation [1]
Dependent variable: p
	Equation [2]
Dependent variable: a

	Independent Variables
	Estimates
	p-values
	Estimates
	p-values

	Autonomy1
	-.70**
	0.035
	
	

	Autonomy2
	
	
	
	

	Autonomy3
	1.19***
	0.000
	
	

	Autonomy4
	2.60***
	0.000
	
	

	Mission congruence
	-.33*
	0.056
	.32*
	0.069

	Task complexity
	-.25
	0.131
	.27
	0.108

	Task skill
	.005
	0.979
	.02
	0.933

	Size
	.03***
	0.004
	-.02
	0.125

	Number of facilities
	-.0003
	0.475
	.0001
	0.751

	Age
	-.0007
	0.790
	-.002
	0.522

	For-Profit
	.048
	0.773
	-.06
	0.729

	Cons
	
	
	
	

	Cut1
Cut2
Cut3
Cut4
	1.79
-2.39
-1.08
.53
	
	
	

	Wald Chi2

N

Log likelihood

Rho
	234.88
206
-304.49
-1
	.000


0.103
	
	

	*Statistically significant at the 10% level, ** at the 5% level, *** at the 1% level
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