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Context
Motivation for this Experiment
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Context

We hear and see stories of nepotism (quite often)



Is it that nepotism is in all of us?

Is nepotism something that is common in HR decisions?

Context



Study
Aim | Theory | Method
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Study: Aim

To compare nepotism with two 

other widely-studied decision-

rules (Needs & Performance) in 

the context of HR decisions.

To see how the decision-rules 

used can be affected by the 

context (Reward vs. Punishment)



Study: Theory

Three Decision Rules

Performance-rule

Needs-rule

Relationship-rule (Nepotism)

Nepotism: “actual or perceived preferences given by one family member to another” or “… related to 

favoritism in hiring one's own family members, by blood or marriage, as well as advancing unqualified or 

under‐qualified family members simply on the basis of family relationship” (Holm, Westin & Haugen, 2018)

Holm, E., Westin, K., & Haugen, K. (2018). Place, kinship, and employment. Population, Space and Place, 24(3).



Study: Theory

Decision Rules

 Performance-rule
 One of the most widely studied rule. Based on the Equity Principle. Tend to lead to acceptance of large 

pay differentials. Applied rule across all cultures studied in the literature reviewed. (He, Chen, & Zhang, 2004; 

Chen, 1995)

 Needs-rule
 One of the most widely studied rule. More accepted in collectivistic than individualistic culture. Tend to 

lead to small pay differentials. (He, Chen, & Zhang, 2004; Chen, 1995)

 Relationship-rule (Nepotism)
 Less studied rule. Rule not consistently applied across cultures. Experimental results differ (e.g., Hu et al., 

2007; Hassan & Ahmed, 2019)

Mannix, E. A., Neale, M. A., & Northcraft, G. B. (1995). Equity, equality, or need? The effects of organizational culture on the allocation of benefits and burdens. Organizational behavior and human decision processes, 63(3), 276-286.
He, W., Chen, C. C., & Zhang, L. (2004). Rewards-allocation preferences of Chinese employees in the new millennium: The effects of ownership reform, collectivism, and goal priority. Organization Science, 15(2), 221-231.
Chen, C. C. (1995). New trends in rewards allocation preferences: A Sino-US comparison. Academy of Management journal, 38(2), 408-428.
Hu, H. H., Hsu, C. T., Lee, W. R., & Chu, C. M. (2007). A policy-capturing approach to comparing the reward allocation decisions of Taiwanese and US managers. Social Behavior and Personality: an international journal, 35(9), 1235-1250. 
Hassan, A., & Ahmed, M. (2019). Fairness in Allocation Decisions: Does Type of Resource and Relationship Matter?. Psychological Studies, 64(1), 103-109. 

Nepotism: “actual or perceived preferences given by one family member to another” or “… related to 

favoritism in hiring one's own family members, by blood or marriage, as well as advancing unqualified or 

under‐qualified family members simply on the basis of family relationship” (Holm, Westin & Haugen, 2018)



Study: Research Questions & Hypotheses

Research Question 1:

Will rules such as performance rule, needs 

rule, and family relationship rules (nepotism) 

affect the way rewards are allocated? 

H1a:  Performance rule affects the way rewards are 

allocated. Employees with higher performance will 

be allocated more rewards than employees with 

lower performance. 

H1b: Needs rule affects the way rewards are 

allocated. Employees with higher needs will be 

allocated more rewards than employees with lower 

needs.

H1c: Family relationship rule affects the way 

rewards are allocated. Employees with family 

relationships to the manager will be allocated more 

rewards than employees with no family relationships 

to the manager. 

Research Question 2:

Will family relationships between a subordinate 

and manager change the way performance rule 

is applied in a reward scenario?  

H2a:  Family relationship to manager offers a 

protective effect to reduce the differences in reward 

in a punishment context. Specifically, those with 

relationship to the manager, the difference in reward 

between below-average performers and average 

performers will be less than those without family 

relationships. 

H2b:  Family relationship to manager offers an 

enhancement effect to increase the differences in 

reward in a reward context. Specifically, those with 

relationship to the manager, the difference in reward 

between above-average performers and average 

performers will be larger than those without family 

relationships. 



Study: Method
Policy-Capturing Approach
(Zedeck & Kafry, 1977; Karen & Barringer, 2002)

Experimental Design

• CONDITIONS to test:
• 2 (performance levels) x 2 (needs levels) x 2 (family ties level)

• OUTCOMES to measure:
• 2 dep variables (Bonus Allocation, Promotion 

Recommendation) – 2 DV to increase robustness of results.

Random-assignment to two different experiments

• Punishment Context

• Reward Context

Sample

• 2 demographic groups (combined) – working adults 
with managerial experience & university students

Zedeck, S., & Kafry, D. (1977). Capturing rater policies for processing evaluation data. Organizational Behavior and Human Performance, 18, 269-294.
Karren, R. J., & Barringer, M. W. (2002). A review and analysis of the policy-capturing methodology in organizational research: Guidelines for research and practice. Organizational Research Methods, 5(4), 337-361. 

Scenario

Read instructions

Reward 
Context 

4 avg
performers

vs.
4 above-avg
performers

Punishment 
context 

4 avg
performers

vs.
4 below-avg
performers



Study: Method



Study: Method
Punishment Scenario Reward Scenario



Study: Method



Study
Result
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Study: Result

• Higher performance, higher 

needs and greater 

relationship is related to 

higher bonus allocation.

• ALL three rules affect bonus 

allocation.

• BUT, the effect size for 

Performance Rule is the 

largest, consistent with the 

literature.

• Relationship rule’s effect is 

the smallest.



Study: Result

• Only higher performance is 

related to higher promotion 

recommendation.

• In fact, having a relationship 

with the manager have a 

significant negative effect 

on promotion recommendation 

in the punishment context 

(when performance 

differences were framed as 

poor vs average).



Study: Result

Statistically controlling for direct effects 

and interactions of all three rules:

• Only performance rule is consistently and 

strongly related to both bonus allocation and 

promotion recommendation.

• Higher needs has no significant effect when 

performance and relationship are low.

• Higher needs has significant positive effect when 

relationship is high in the reward context.

• Relationship has significant negative effect 

promotion when performance and needs is low. 
[you negatively “punish” your related person in terms of 

promotion recommendation if they do not perform well!]

• Relationship reduces the effect of below average 

performance (punishment), but does not increase 

reward or promotion for above average 

punishment (reward)



Limitations & 

Implications
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Limitations

• Inadequate sampling affecting generalizability

• Vignettes and scenario are not realistic

• Covid pandemix may affect the way people respond

• Did not conduct in laboratory environment resulting in a variety of confounds

• Insufficient sample size



Implications

• For the sample we tested, Performance rule is consistently and strongly applied across 2 contextual 

condition (punishment & reward conditions) and for 2 types of reward (bonus & promotion). 

• When average across a variety of conditions, Needs rule and Relationship rule (nepotism) has an effect. 

BUT the picture is complicated.

• Being related can more severely affect your promotion when you are performing below average.

• Being related can reduce your punishment (when you are below average). But not increase your 

chances when you are above average. [negative enhancement effect]

• Managers and students appear to consistently understand that performance is the key rule to apply. But 

may make special accommodations due to the context.

• Follow-up Conjecture (integrating with Construal-level Theory):

We get upset when we see nepotism from the outside (because we know performance is KEY).

But apply some level of nepotism in specific situations from the inside ourselves, due to unique conditions.
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