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INTRODUCTION

Business managers have been searching for ways to reduce 

costs through increased productivity for probably as long as 

they have been paying for labor.

Fredrick W. Taylor* introduced a system in the 1880's 

known as the Taylor System or the Scientific Management Sys

tem. He did this in an attempt to increase the productivity 

of labor. His system was quite successful and was very widely 

accepted in industry. Although there are many variations of 

this plan in industry today, it is still finding rather broad 

application in the form of wage incentive plans.

More recently, the behavioral scientists have been 

involved in industry, making extensive studies on human behav

ior as it relates to motivation and productivity. They have 

espoused such theories as Human Relations Approach, Employee- 

Centered Supervision, and Job Enrichment to further improve 

productivity. They have tended to discount the value of wage 

incentives as a motivating factor.

Elton Mayo2 gets credit for developing the human

1J . K. Louden, Wage Incentives (New York: John Wiley 
and Sons Inc., 1947), p. 2.

^Saul W. Gellerman, Motivation and Productivity (U.S.A.: 
American Management Association, 1963), p. 19.
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relations approach. This development came about largely as a 

result of a series of experiments at the Hawthorne Works of 

the Western Electric Company in Chicago. As a result of these 

experiments and the subsequent interviews that were conducted, 

the Western Electric Company launched into a broad program of 

counseling in an attempt to cash in on Mayo's theory. Though 

there is some question about the manner in which the counseling 

program was handled, it was subsequently dropped; but the wage 

incentive program lingers on some forty years later.

The purpose of this study is to examine the apparent 

opposing positions concerning wage incentives and their value 

in ipodern industry. Inasmuch as there does not seem to be 

any open conflict on the issue, wage incentives still find 

wide acceptance in spite of the trend to further discount their 

value in current management literature.

The study will attempt to objectively examine and pre

sent both points of view on wage incentives and motivation and 

then, based on this evidence, make an evaluation of wage incen

tives as a tool in modern industry.



I. A BRIEF HISTORY OF WAGE INCENTIVES

It is doubtful that anyone knows how long ago the first 

wage incentive or piecework system was established. Surely, 

it was before the industrial revolution; and even in biblical 

times, agrarian workers were paid for units of work rather than 

units of time. Fredrick W. Taylor developed the basic techni

ques used for establishing our modern day wage incentive sys-
Qterns.J

Taylor developed his system in the 1880's in an attempt 

to overcome what he called "systematic soldiering"* 4 at the 

Midvale Steel Company. He felt that this soldiering was inher

ent in the practice of bringing men together on similar func

tions at a uniform rate of pay. The workers established a 

uniform rate of performance at or near the level of the poor

est worker.

As a gang boss and foreman, Taylor came face to face 

with such problems as: "What is the one best way to do a job?" 

and "What should constitute a fair day's work?" Taylor ex

plained his objectives in the following way: First, the devel

opment of a science for each element of a man's work replacing 

the old rule of thumb. Second, the selection of the best worker

3bouden, Wage Incentives, p. 1.

4Ibid.

3
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for each particular task and then training, teaching, and 

developing the workman in place of the former practice of 

allowing the worker to select his own task and train himself 

as best he could. Third, develop a spirit of cooperation be

tween management and the men in carrying on the activities in 

accordance with the principles of the developed science. Fourth, 

divide the work as equally as possible between management and 

the worker, relieving the workers of much of the responsibility.

Piece rates in effect at this time were usually based 

on a foreman's estimate of what constituted a day's work. When

ever earnings exceeded levels satisfactory to management, the 

rate would be adjusted to return them to a satisfactory level. 

Employers would determine a maximum sum which they felt was 

right for each class of employee, whether they were employed 

by the hour or by the piece. When the workmen determined 

about what this sum was, they would resort to soldiering in 

a deliberate attempt to keep their employers ignorant of just 

how fast work could be performed. This practice was so uni

versal that hardly a competent workman could be found who did 

not devote a considerable part of his time studying just how 

slow he could work and still convince his employer that he was 

going at a good pace.

Workers felt that it was in their own best interest to 

see that no job was done faster than it had been done in the 

past. Younger and less experienced men were taught this by
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their elders; and all possible persuasion and social pressure 

was brought to bear upon the greedy and selfish men, to keep 

them from making new records that would result in temporary 

increases in wages, because new standards would be established 

for the same old rate of pay.

Taylor felt a need for a systematic method of deter

mining what actually constituted a fair day's work. He responded 

to this need by developing his scientific method that became 

known as the Taylor System. Parts of this system have since 

been revised, refined, or discarded, while the system in all of 

its parts rarely has been adopted by business firms as a unified 

whole. Nevertheless, much of the methodology of present day 

"modern management" has been derived from the Taylor System of 

modern management.

The principles and practices of scientific management 

were not individually novel or original. They had been used 

or suggested before Taylor began his own work. However, he was 

probably the first to combine these elements into a system; and 

he thereby developed an essentially novel approach to the prob

lems of industrial management. His system was designed to in

crease and control industrial production by co-ordinating the 

elements that entered into it and by widening the functions of 

management. Taylor proposed to investigate and analyze "scien

tifically" all the components of the production process. His 

methods were to experiment with materials, machines, and manners
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of work and to employ measuring instruments in his investiga

tions, such as the stop watch (to measure the length of time 

it took a worker to complete a task). Hence, the term "scienti

fic" management came about.

There were four basic categories of scientific manage

ment : research, standardization, control, and cooperation. 

Research included analyses of the most effective design of 

equipment, studies of the size and output capability of machine

ry and the qualities of materials, time studies of worker per

formance, and qualities of tools and equipment. Accounting 

methods, wage rates, and operating procedures were made possible 

with the knowledge gained from research. Standardization ren

dered the production process more susceptible to understanding 

and control=

In order that research and standardization might most 

effectively function and contribute their full potential to the 

production process, management was required to assume greater 

control of the process. Control could be achieved by planning 

the work to be done, routing it through the factory, and schedul

ing each machine or group of machines for its part of the job, 

providing the necessary materials and tools for the worker when 

he required them and inspecting the finished product and even 

the workman's work methods.

Although scientific management employed many identifiable 

and characteristic mechanisms, its most prominent tool was the
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stop watch, the popular symbol of the scientific management move

ment. The stop watch symbolized a new approach to management, 

"management based on measurement.11 The time necessary for the 

completion of the worker's task was measured by the watch, and 

his wage was geared to the time of performance. Furthermore, 

time study could be, and was, used in analyzing work methods.

The time study observer's activities, therefore, vitally affect

ed the work and pay of the workman.

The success of the Taylor System resulted in a flood of 

demands for industrial engineers in an attempt to cash in on 

this new solution to productivity problems.

The demand for productivity increased further as the 

first World War approached. There were plenty of opportunists 

around ready and willing to palm themselves off as "efficiency 

experts", though they were not properly trained or qualified.

Although the scientific managers proclaimed themselves 

the best friends the workingmen had, they never seriously de

luded themselves into believing that they would be welcomed with 

open arms. There is little doubt that they expected worker 

opposition rather than cooperation. Taylor advocated under

taking all the physical changes necessary in a plant before the 

methods that directly affected the worker were introduced. It 

was necessary to standardize the conditions surrounding the work, 

of course, but this practice had the added advantage of permitting 

the shop to function along prescribed lines before the workman 

could react and possibly wreck the system. Taylor expressed the
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belief that an increase in wages could overcome worker opposition 

even to the hated stop watch.

Taylor's attitude toward labor unions was influenced by his 

own conception of scientific management. He had no doubts about 

the reliability of the information gathered during his various 

experiments, and he often announced his conviction that time study 

was scientific in method and result. Since "scientific facts" 

could not be questioned or debated, the practice of collective 

bargaining advocated by unions had no logical place in his new 

scheme of things. He disliked and distrusted organized labor and 

had no doubt that any shop would be better off with the workers 

unorganized.

The primary reason for the distrust of organized labor was 

that unions and collective bargaining meant interference. Taylor 

was confident that his system of management had uncovered the 

natural laws governing work and production. All management had 

to do was use the "correct" method of employing the techniques to 

obtain the statistical data necessary for the determination and 

application of the laws of management. If any employer was foolish 

enough to misapply the techniques, there were scientific manage

ment men available to apply them. The role of the worker was 

even simpler. He was only required to subject himself to exper

imentation and abide by the engineer's findings, adhere to the 

natural law of work. All elements in the production process re

ceived the same treatment and analysis. Taylor was confident his
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program had little to fear from organized labor. Unions had 

accomplished very little against it in the past, and he felt that 

they were unlikely to do much in the future. However, beginning 

in 1911, organized labor embarked on a campaign to disprove 

Taylor's contention.

The Executive Council of the A.F.L., in 1911, adopted a 

resolution denouncing "the premium or bonus system"; because it 

was designed, in their opinion, to drive workmen beyond a point 

compatible to their safety. They feared it could increase acci

dents and impair the health of the workers. Samuel Gompers^ de

cided that the scientific management group was even more dangerous 

than he had originally thought. He sarcastically spoke out against 

motion study and its attempt to mechanize the worker:

"So there you are, wage workers in general, mere ma
chines considered industrially, of course. Hence, why should 
you not be standardized and your motion-power brought up to 
the highest possible perfection in all respects including 
speed? Not only your length, breadth, and thickness as a ma
chine, but your grade of hardness, maleability, tractability, 
and general serviceability can be ascertained, registered, 
and then employed as desirable. Science would thus get the 
most out of you before you are sent to the junk pile."

Fear of scientific management began to grow, for labor had 

not yet been confronted by anything quite like it. Gompers was 

certain that the movement was bent on destroying trade unions.

In April 1911, another reaction took place in the House of 

Representatives. Irvin S. Pepper, a representative from Iowa,

^Milton J . Nadworny, Scientific Management and the Unions 
(Cambridge, Massachusetts : Harvard University Press, 1955), p. 51.
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introduced a resolution asking for an investigation of the Taylor 

System of shop management. A committee was formed and hearings 

were conducted. Most of the testimony consisted of an attack on 

Taylor's writings, but nothing conclusive resulted. The hearings 

ended, and nothing further was attempted for the time being.

The United States Commission on Industrial Relations noted 

the obvious differences in the attitudes of the scientific mana

gers and labor leaders. It considered scientific management one 

of the issues of the times and therefore a proper field for further 

detailed investigation.

Accordingly, Professor Robert F. Hoxie^ was appointed in 

1914 to undertake such an investigation. The most striking fea

ture of the investigation was the early discovery that there was 

nowhere any uniformity in the application of scientific management, 

including the order of installation, the manner in which the tech

niques were used, or the completeness of the systems. There was 

very little parallel between the writings of the engineers and 

the use of their methods in the factory. The desire of employers 

for immediate results was the principal cause for this state of 

affairs.

The most glaring variations and deficiencies were found in 

the application of time study and task setting, the keystones of 

the Taylor System. Time study and task setting were the sport 

of individual judgment and opinion, subject to all the possibili-

6Ibid. , p. 87.
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ties of diversity, inaccuracy, and injustice that arise from human 

prejudice. The selection of the worker to be timed, the determina

tion of standards, the number of readings, and the percentage val

ues added for delays were arbitrarily fixed and not subject to 

rules of procedure. Neither was the scientific management require

ment that time study technicians be trained in psychology and the 

social sciencies being adhered to generally. Employers considered 

time study to be a mechanical task with the result that techni

cians were poorly paid and occupied relatively low positions in 

the managerial organization.

The committee insisted they were merely reporting things as 

thpy had found them. Their sentiments were that, properly applied, 

time study would substitute knowledge for ignorance in the setting 

of tasks.

They further concluded that scientific management tended 

to take away from the worker his craft knowledge and parcel out 

such knowledge as it was required to complete a task. It indivi

dualized the worker, opposed unions and collective bargaining, and 

discouraged group solidarity. In doing this, it weakened the 

worker and strengthened the employer, preventing any form of 

equality in their relationship. Scientific management fell far 

short of its claim to democracy. The committee regarded it as 

autocratic, since it left the conception of fairness solely to 

the judgment of the employer.

In 1916, largely as a result of the use of scientific 

management principles in government arsenals, Representative
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Clyde Tovenner^ of Illinois introduced a bill to prevent the stop

watch and bonus system from speeding up government workers, thereby 

increasing accidents and fatalities. Although originally offered 

as a separate piece of legislation, the bill was subsequently at

tached to another appropriations act. The bill was passed, but 

there were more abstentions than there were votes in favor of the 

legislation. Not until August 1949 were the time study and bonus 

restrictions removed from the statute books.

The early thirties marked a logical culmination in the 

relationship between the Taylor originated scientific management 

movement and the unions. The depression drew the attention of 

both groups to the matters of unemployment, relief, recovery pro

gramming, and even self-preservation. The Taylor inspired movement 

was succeeded by a management movement with somewhat different 

loyalties and a more varied background. Even words and phrases 

like "Taylor" and "scientific management" fell into disuse by the 

end of the thirties. The system and philosophy of scientific 

management became further diluted as it was absorbed piecemeal 

by industry and business. It was no longer possible to identify 

the movement in the same terms by which it had been defined for 

so long. Its apparent successor had its roots only partly in 

the soil prepared by Taylor and his followers.

7Ibid., p. 102.



II. EFFECTIVE WAGE INCENTIVES

A. Fundamental Types of 

Wage Incentive Plans

There are many different types of wage incentive plans in 

use today. When incentive plans first broke away from piecework 

systems, many different types were developed. Most of them were 

complex and difficult to understand and operate.

In recent years, as practices have become somewhat standard

ized, the trend has been away from the complex plans and toward 

those that are more easily understood. There are still a large 

number of different plans being used; but for the purpose of this 

study, our discussion will be limited to the five basic types of 

plans that, at least fundamentally, represent the majority of plans 

now in use. They are as follows:

1. Straight Piecework.

Straight piecework is probably the most widely used plan.

It is so-called because standards are expressed in terms of so much 

money for a given unit of production. Time standards developed by 

time studies are converted to money. This is done by applying the 

time allowed for a unit of production to the hourly rate. Pro

duction at 110 per cent of the rate results in pay at 110 per cent 

of the hourly rate. This is easily understood by the workers.

This plan provides for constant unit costs once production

13



14

reaches or exceeds the amount required to earn the base rate.

This is advantageous from both a cost accounting and budgeting 

standpoint. Linking the time study function irrevocably with the 

amount of money earned is not in keeping with the wage incentive 

principle of disassociating these elements in the minds of the 

workers. It is very difficult to convince employees that the time 

study man is not interested in how much they earn but only in the 

accurate measurement of the work.

Another disadvantage of piecework is the vast amount of 

clerical work involved in changing piece rates when the general 

wage scale is changed.

Piece rates are difficult to administer in group incentives 

where more than one base rate is paid to workers performing the 

same job. Under such circumstances, standard unit costs no longer 

exist. Neither are piece rates practical where material costs 

make quality a much more important factor than quantity.

Organized labor is suspicious of this plan, because they 

associate it with some of the past bad practices in the use of 

incentive plans where rates were set on foremen's estimates and 

rate cutting was commonplace.

Straight piecework is quite commonly used to compensate 

migrant workers for harvesting fruit and vegetables. They are paid 

an hourly rate for which they are expected to harvest a specified 

quantity. For example, a worker paid $1.25 per hour, with a rate 

of five bushel of grapes per hour, would be paid twenty-five cents 

for each bushel he harvested beyond that required to make the rate.
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This makes it easier for the grower to calculate his cost per unit, 

and it therefore facilitates the determination of the price he must 

have for his product. If he finds it necessary or desirable to 

pay some of his workers a higher base rate, however, he compounds 

his determination of unit costs because he must now use a weighted 

average.

2. Hour for Hour or 100 Per Cent Plan.

This plan achieved prominence in wage incentive history 

when the determination of production standards became a function 

of engineering and was no longer based on previous averages and 

foremen's estimates. Like Straight Piecework, this plan provides 

for paying the worker all of the bonus he earns. In fact, the only 

major difference between Straight Piecework and Hour for Hour is 

that under the latter plan standards are expressed in time per 

units produced rather than money.

Usually, there is a bonus associated with the Hour for Hour 

Plan. A time standard is determined for a unit of production; and 

when a worker achieves this standard, he is paid a bonus, for exam

ple, 25 per cent. A worker will earn base rate at 80 per cent effi

ciency. At 100 per cent efficiency and above he will be paid 125 

per cent of his base rate for every hour recovered.

Hour for Hour has the advantages of the Straight Piecework 

Plan; but because standards are not expressed in terms of money, it 

does not have the same disadvantages. There is no problem in admin

istering this plan to groups or individuals, and records can be 

easily posted by the supervisor in terms of hours recovered daily.
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This makes it relatively easy for the worker to calculate his earn

ings, and it lets him know that the supervisor is aware of his level 

of efficiency.

Unit costs are stable once the break-even or 80 per cent 

level is reached, and rate adjustments are more readily accepted 

since standards are not expressed in money terms. This is the best 

and most equitable plan in our discussion.

The Western Electric Company uses this plan for about 85 

per cent of its hourly workers. It is readily applied to a vast 

number of different kinds of jobs; jobs that are repetitive and 

manual in nature and jobs that consist of running high speed ma

chinery. They have a 20 per cent bonus plan and group incentives. 

Because of the large numbers of employees, the cost of administering 

individual incentives is prohibitive from the standpoint of main

taining accurate individual records. Individual incentives require 

more rigid inspection, also, because workers must be held account

able for quality individually. They do concede, however, that group 

incentives limit the motivational value of incentives.

3. The 50-50 Premium Bonus Plan (Halsey).

This plan was developed by F. A. Halsey^5. He was one of the 

first to break with Straight Piecework in an attempt to develop a 

modern wage incentive system. He was also one of the first to 

guarantee base rate and to express standards in terms of time rather 

than money.

^Louden, Wage Incentives, p. 41.



The philosophy of this plan was to share equally the time saved 

between employer and employee. The bonus was double that of the 

Hour for Hour Plan with the company and employee each sharing 

equally in the bonus. One of the main drawbacks of the plan is 

that with bonus at a 50 per cent rate employees break even on base 

rate at 67 per cent. They begin to earn bonus when efficiencies 

exceed this level. This results in higher labor costs per unit when 

compared to Hour for Hour.

The plan provides a hedge for the worker if the performance 

standard is set too high; and by splitting the bonus, the company 

is protected if the performance standard is too low. Such pro

tection is not necessary today because of the advancement in the 

science of time and motion study, provided qualified people are 

employed to develop standards.

Labor costs per unit vary under the Halsey Plan at efficiency 

levels above 100 per cent. This makes costing and budgeting diffi

cult. Also, with the company sharing a larger percentage of the 

bonus at higher levels of efficiency, the plan tends to discourage 

efficiency levels beyond 100 per cent.

A jobbing foundry on the west coast used the Halsey Plan for 

well over twenty years and experienced productivity increases. It 

is questionable whether they were able to realize anywhere near the 

total potential of their employees, however, because the efficiency 

of the employees averaged about 85 per cent with a bonus of 20 per 

cent. Some employees were unable to maintain an efficiency level 

sufficient to earn base rate. As a deterrent to low productivity,

17
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employees were required to make written explanations of their 

failure to make base rates.

The experience of this company would support the premise 

that efficiency beyond 100 per cent is discouraged. Of the company's 

share of the bonus, one-tenth was paid to the foremen to encourage 

them to do all they could to increase productivity. It is doubtful 

in light of contemporary theories of motivation that the foremen 

were able to significantly influence productivity beyond levels 

established by the workers.

4. The Bedaux System.

This plan, commonly known as the point system, gained wide 

acceptance and was very popular when first developed. Its popu

larity is attributable to the emphasis it placed on controlling 

costs and efficiency. It was known as the Point Plan because 

workers were credited with points per unit of production. Through 

the process of evolution the points have generally been abandoned in 

favor of units of time, so that the plan today is very similar to 

the Hour for Hour Plan.

Some of the Bedaux Plans still pay a bonus of 33 per cent, 

and this is the significant difference between them and the Hour 

for Hour Plans. The fact that the trend has been toward lower 

bonuses is evidence that companys are recognizing that a bonus of 

25 per cent is more effective in achieving an efficiency level of 

100 per cent, and it therefore results in lower unit costs for

labor.
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5. Measured Daywork.

Measured Daywork was developed in an attempt to pacify labor 

unions that were objecting to other forms of wage incentives.

Like other plans, rates are set in the conventional manner 

and a specified level of efficiency required to recover base rate.

As efficiency increases, a corresponding increase in hourly rate is 

granted. These new hourly rates are in effect for specified time 

periods of one to three months. The three month period is most 

commonly used.

Measured Daywork was well received by organized labor and 

the workers as long as efficiency and wages were ascending. When 

a worker's efficiency dropped and his wages were lowered in the 

subsequent period, the plan's acceptability deteriorated.

Efficiencies were difficult to maintain in times of de

scending wages; and morale deteriorated, placing a burden on super

vision. The plan is no longer widely used in its entirety. Some 

companies still use the plan for measurement and control, but the 

majority of them have dropped the incentive feature.

Measured Daywork finds its most likely application in a busi

ness where a conveyor or some other form of automatic equipment tends 

to control production. In this type of application, wages will 

increase until the worker reaches the level of efficiency required 

to keep pace with the machine. After this level is reached, he has 

very little control over production; and his wages are therefore 

not subject to severe fluctuation.

Even in such a setting there is little evidence that Mea-
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sured Daywork is superior to Hour for Hour; and if effective appli

cation is so limited, it is difficult to recommend this plan for 

effective use in industry.

B , Basic Requirements of a 

Wage Incentive Plan

The following is by no means a complete list of all of the 

requirements of a wage incentive plan, but it is a list of the 

basic requirements of an effective system:

1. The plan should pay an employee in direct proportion to 

his productivity.

Rates or standards should be correctly and justly estab

lished. Management's purpose in establishing wage incentives is 

to get a fair day's work. When the worker makes or exceeds the 

standard, he should be so compensated. Justice is not a one way 

street. Employees should not be asked to share their rewards with 

either the company or other employees.

2. The plan must be readily understandable.

Employees must be able to understand the plan and be able 

to compute their own earnings. All information required for such 

computation should be readily available to them.

3. Base rates should be guaranteed.

Base rates established by a standard job grading should be 

guaranteed to the workers independent of their efficiency. Workers 

can be required to attain a specified level of efficiency to retain 

their job, but they should not be asked to bear part of the financial
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responsibility for production losses due to external factors over 

which they have no control.

4. The degree of incentives must be meaningful.

Workers will not respond to incentives that are too low to

represent an adequate reward for their efforts. Incentives that 

are too high will make the challenge meaningless to the employee 

and result in inflated labor costs.

5. Standards must be guaranteed.

Employees must be assured that rates or standards will not 

be changed unless there are substantial changes in equipment, ma

terial, or method of manufacture. Management must adhere to this 

requirement and not attempt to change rates as a result of mean

ingless or incidental changes, regardless of the level of earnings.

6. Company policy should be precise and articulate.

Management must define the responsibility of itself as well

as employees regarding the plan. Ambiguity must be minimized if 

not eliminated.

7. Standardize procedures.

Materials, machines, and manufacturing process specifica

tions should be standardized and employees made fully aware of 

them.

8. Quality must be assured.

Quantity is meaningless without quality. Workers cannot be 

paid wage incentive bonuses on product that cannot be utilized or 

sold. Standards of quality must be established and not compromised, 

but they must also be realistic.
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9. Equitable adjustments must be built in.

Wage incentive earnings should be adjusted accordingly for 

failures and shortcomings. Management must accept its responsibil

ity for maintaining opportunities in the interest of fair play.

10. Plan maintenance.

Once the plan has been put into effect it must be maintained

and updated. The plan should provide for its own continued sur

veillance.

C. The Wage Incentive Philosophy

"Wage incentive plans are designed to offer a financial 
incentive for a worker to produce work of an acceptable quality 
over and above a specified quantity. It presupposes that the 
worker will be fairly and adequately compensated for his efforts 
and output up to and including the specified quantity."9

"Too many people think that incentives is just a way to 
pay more money to those who turn out more pieces. They are 
thinking primarily of increasing production or reducing costs. 
Such thinking is behind the long time practice of using piecework 
to pay people for what they produce."^

These statements by wage incentive engineers seem to point to

a difference of opinion regarding the use of wage incentives. Wage 

incentives were first used to pay for work performed. The fact that 

it served as an inducement for workers to produce more is, in my

opinion, a by-product but an important one. Why else did the Taylor 

System create such an immediate demand?

The Taylor System was devised because of the need to stan-

9houden, Wage Incentives, p. 16.

lOphil Carroll, Better Wage Incentives (New York: McGraw- 
Hill Book Company, 1957), p. 6.
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dardize and simplify work functions. Trained engineers were needed 

to minimize the effort required to perform them. Eut another way, 

it was their responsibility to find the "one best way" to perform 

any job.

This is precisely the reason that training and supervision 

are so important to the success of wage incentives. Ill-trained 

or untrained workers cannot be expected to find the best way to 

do a job and if left to do it the way they see fit, are almost 

certain to have difficulty in making rates. This, of course, does 

not presuppose that workers cannot improve or further simplify 

methods. They can and do, and this is one of the reasons pro

visions for plan maintenance must be built into the plan.

No discussion of the philosophy of wage incentives would 

be complete without consideration of the aspect of fitting the job 

to the worker.

If rates or standards are set on the average worker ex

tending reasonable effort, as they should be, and we can further 

assume that abilities are distributed among the workers in a nor

mal distribution, then some of the workers are not going to be 

able to perform at a satisfactory level. It is a supervisory func

tion to be on the alert for these workers in order to refer them 

to the personnel organization for placement in work for which they 

are better suited. Some supervisors find this a difficult task to 

perform, hoping against hope the worker will eventually come around 

and hoping to avoid a confrontation with the union. A worker knows 

before anyone else whether or not he can do a job. Placement on a
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job that he can perform, even at a lower base rate, will provide 

more satisfaction for him; and the increase in wage incentive pay 

would more than likely offset his loss of base rate.

The normal distribution of abilities presents one of the 

serious problems in group incentive plans. There are exceptions 

at all levels of ability, of course, but not too many workers 

with exceptional ability are willing to extend themselves when 

those with lesser ability receive the same pay. It is a difficult 

task for a supervisor to convince a man that a low producer is 

working harder than a high producer. I have seen a good many 

workers with average ability or below extend considerably more 

than I would consider reasonable effort, while those with excep

tional ability elect to control their performance by some form of 

malingering. Are equality and excellence compatible?H

D. Wage Incentive Plans:

A Comparison

Since the 100 per cent bonus plan is probably the most de

sirable of the plans in use, it would simplify the comparison to 

compare the other plans to it. At the same time they should be 

measured against the requirements of a plan set out previously.

The Piecework Plan ties the time function directly to money. 

This simplifies the computation of earnings for the worker but com

plicates rate revisions from a clerical standpoint when base rate

H-John W. Gardner, Excellence (New York: Harper and 
Brothers, Publishers, 1961), p. 11.
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changes are effected. In today's inflationary economy, base rate 

changes are annual occurrences.

Piece rates are synonymous with bad wage practices to many 

workers and labor leaders. There is naturally more resistance to 

rate adjustments when rates are tied to money, regardless of how 

well they may be justified.

Either of these plans can be readily designed to meet all of 

the requirements we have established. It is management's responsi

bility to see that they are so designed.

Piece Rate Plans may be more easily understood, but certainly 

Hour for Hour is not difficult for anyone of normal intelligence 

willing to extend the effort. Since this one minor advantage cannot 

offset the disadvantages, the Hour for Hour would be the most desir

able of the two plans.

Although the Halsey Plan pays the same to the productive 

worker as the Hour for Hour at 100 per cent efficiency, the fact 

that it provides for the worker splitting the bonus with the com

pany limits its acceptability. The feature of starting incentive 

payment at 67 per cent may accelerate performance at a lower level, 

but acceleration may stop with the worker peaking before his full 

potential is ever realized. There is also some question of the 

fairness of this plan because of the lower performance acceptability.

The Halsey Plan results in a variety of costs per unit of 

production. This is undesirable from a management and cost ac

counting standpoint. It fails to meet the criteria established in 

that it does not reward workers in direct proportion to their efforts,
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particularly at high performance levels. It is also hard to under

stand .

Although the 50-50 Plan may have had a place during the de

velopment of wage incentives, it is not consistent with good time 

and motion technology in today's business. It is outmoded and is, 

therefore, the least desirable of the plans cited.

The Bedaux Point Plan, like the 100 Per Cent Plan, guarantees 

the base rate and pays all of the bonus earned to the workers. It 

goes further toward making the bonus meaningful than does any of 

the others. It's questionable whether it is necessary to go that 

far. If not, then it would be economically undesirable from a 

management point of view.

The Bedaux Plan is probably second only to the Hour for Hour 

because its 33 per cent bonus inflates labor costs. There are some 

Bedaux Plans in use, however, whose bonuses have been revised down

ward. At 25 per cent the differences are insignificant.

After the Halsey Plan, Measured Daywork is the next least 

desirable of all of the plans we have examined. Although it is 

intended to pay workers in direct proportion to productivity, it 

does not effectively accomplish its goal because of the fact that 

rates for one period are based on the performance of another period. 

Also, wages are stabilized for too long a period of time. Under 

this plan a minimum base rate can be guaranteed; but because the 

incentive portion of the wages becomes a part of the wage structure, 

it is psychologically demoralizing to see a decrease in the hourly 

rate of pay.
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The other plans are superior to Measured Daywork in this 

respect: They maintain a stable hourly rate and fluctuate the

incentive payment as a form of bonus.

In summary, we have ranked our plans in the following order:

1. Hour for Hour

2. Bedaux

3. Straight Piecework

4. Measured Daywork

5. Halsey 50-50 Bonus

E ■ A Plan for Effectiveness

Before a wage incentive plan can be effective there are 

other factors to be considered.

Wage rate structures must be established independent of the 

incentive plan. It is not a simple task to equitably compensate 

employees when that compensation is based on their occupation.

A standard for measurement must be developed against which 

any and all jobs can be evaluated. Jobs must be described and 

evaluated so they in turn can be evaluated one to another. This 

is true not only within a plant or company but also within a com

munity if a business wants to assure itself of an adequate supply 

of labor.

Pressure can be expected from management and labor in an 

attempt to influence the values assigned jobs. Supervisors would 

like to have their jobs upgraded at least one level to reduce per

sonnel movement and training. Union representatives would upgrade 

jobs by attempting to provide for every conceivable contingency.
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These pressures must be resisted by the wage practice engineer.

Probably the best and most universally adopted system is 

one that uses point scores. After the job has been thoroughly 

defined as to nature and content, it is assigned point score values 

to each of a number of factors common to all jobs. Such a typical 

list of factors is as follows:

1. Training and experience

2. Mental ability or demand

3. Complexity of the task

4. Dexterity

5. Responsibility for loss of materials

6. Responsibility for safety (self and others)

7. Responsibility for equipment

8. Responsibility for work of others (leadership)

9. Physical demand

10. Working conditions^-2

This approach facilitates the establishment of a fair base 

rate for work performed objectively. Jobs suspected of being im

properly scored should be restudied. No attempt should be made to 

supplement a low grade with inflated wage incentives or overtime.

Incentives and rate structures must be independent of each 

other in preparation and determination. The rate man need not be 

concerned about the level of the job for which he is asked to es

tablish rates. If both have been established equitably and accu-

12Louden, Wage Incentives, p. 18.
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rately, they are more likely to be accepted and supported by super

vision and employees. Without the acceptance and support of super

vision and hourly employees, our plan has little chance of success. 

They need to become partners in the project and will, if they have 

faith in the integrity of it.

Most managers and supervisors would agree that the ideal 

operation to manage would be one with high wages and low costs.

One important consideration toward such an achievement is elimina

tion of waste. Ineffective or unnecessary work is waste. It 

therefore becomes management's responsibility to reduce all func

tions to their simplest and most basic motions to eliminate waste 

and obtain maximum utilization of employee's efforts. By maxi

mizing employee's effectiveness, we increase his job satisfaction 

and reduce fatigue. Jobs must be simplified, standardized, and 

organized. Workers must then be properly trained, or they will 

find themselves expending excessive effort to keep up.

Once a time study man has broken a job down into its basic 

elements or motions, he applies standard values to them that have 

been developed over the years. They are reliable. Contrary to 

common belief, he is not setting rates when he is seen timing a 

worker with a stopwatch. He is checking himself. If the time re

quired to perform a motion varies significantly from the standard 

time he has applied, he re-examines the motion. A typical example 

would be: Analyze a motion as reaching and touching an object that 

in fact required a reaching, grasping, and releasing. Repetitive 

timing will confirm that all elements have been accurately defined.
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A wage incentive man must be as objective and unyielding 

in establishing standards as is the wage practice man in estab

lishing base rates.

From a human relations standpoint, worker's resistance to 

wage incentives, once they are established, are primarily based 

on fear, fear of the unknown in the following forms :

1. Will job simplification result in lower base rates?

2. They will not be able to attain the performance level 

required.

3. A reduction in the work force may cost them their jobs.

4. Failure of attainment may result in demotion or firing.

5. As production increases, rates will be adjusted upward.

The success of a program is contingent on management's

ability to allay these fears. The degree of these fears will de

pend on the degree of trust and confidence they have in management, 

based on their past experiences.

Education and communication are imperative.

It is the line supervisor who has full responsibility to 

implement the program. If he is to be successful, he must under

stand and believe in it. His is still the task of getting the work 

done through the efforts of others. He cannot expect the engineer 

to do the job for him; nor should the engineer attempt it.

A training program may be necessary for the supervisors.

They must fully understand the program, believe in it, and be able 

to answer any questions put to them in order to sell it and dispel 

the worker's fears. They must be able to establish a relationship



31

of confidence and understanding. One way to approach this problem 

is to select workers who have the respect of the group to work with 

the engineers and by all means keep the union informed and involved. 

The union should be asked to form a wage incentive committee, and the 

company should spend the time and effort to educate them in wage 

incentives to the best of their ability.

All of these factors are not easy to accomplish, but most 

worthwhile accomplishments are not easy. Once they are accomplished 

and a real partnership is established, tied to a fundamentally sound 

plan as outlined earlier, we will have an effective wage incentive 

system. Such a system provides for controlling labor and material 

costs by making the supervisor directly accountable for the effi

ciency of his labor force. The more efficient his force becomes, 

the more product he has over which to spread his overhead. This 

is the big benefit for the company and should be justification for 

returning all of the incentive earned to the employee.



III. MOTIVATION AND MONEY

A. Motivational Forces

When we talk about motivation we are usually speculating 

about someone else's purpose. Ordinarily, we expect to find that 

purpose in some immediate goal such as money, security, or pres

tige. A closer and more thorough analysis will reveal that these 

are instruments for achieving a more fundamental goal. That is, 

the goal that every man has to be himself„

Man's ultimate goal is to make his concept of himself come 

true. Providing he does not perceive external obstacles in the 

path of this achievement, man will continue to pursue this goal.

The force that compels him is motivation. It is a force from 

within, a universal human characteristic that moves everyone to 

follow the advice that Polonius gave to his son : "This above all, 

to thine own self be true."13

When our experiences are confirming our ideas, we tend to 

be content and think we are living in a pretty good world ; but if 

our experiences seem to be denying us that to which we feel entitled, 

we will usually conclude that society has been unfair to us.

13Gellerman, Motivation and Productivity, p. 291„
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There are as many selves to be true to as there are people 

and an infinite number of ways of being true to them. This only 

helps to explain the complexity of motivation; it does not deny 

or conflict with our premise.

Motivation and human behavior have received considerable 

attention in recent years. Much progress has been made; but each 

milestone that is achieved only reveals the complexity of the prob

lem and points to the need for additional vigorous research, if 

we are to maximize the contribution and satisfaction of people for 

a better society.

No discourse on motivation would be complete without some 

mention of the classical theories of Freud and Adler. Beyond men

tioning them, there will be no attempt to explore them in depth 

because we are looking at motivation as it relates to productivity 

and particularly wage incentives; and the current theories on moti

vation are more relevant than are the classical ones.

Freud was the first to call attention to unconscious moti

vation. By this he meant that people are not always fully aware 

of all of their desires. Because of their lack of awareness, people 

are unable to account for their behavior. A proper balance between 

the conscious and unconscious was necessary. Too much unconsciousness 

or unawareness develops tensions that lead to neurosis or mental 

disease. Too much consciousness of one's motives causes distractions 

and impairs orderly thought processes.

Freud held that people are products of the events and encounters
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they have experienced in the past. Because of the lack of ex

periences of children, they have a greater capacity for experience 

than does an adult. From this he concluded that a person's fun

damental personality was developed by the time he was five years 

old, subject to changes only in detail from future experiences.

Unlike Freud, who stressed the pleasure-seeking and life- 

sustaining motives, Alfred Adler put most of his emphasis on the 

power motive. He further contended that personality development 

was mostly influenced between the ages of six and ten.

By the power motive, Adler meant the ability to influence 

the behavior of others. He cites the reaction of adults to the 

outcrying of an infant. As an infant grows and becomes less de

pendent, he finds that cooperation with adults results in a bet

ter relationship with them.

Too many disappointing contacts with dishonest adults may 

result in a rejection of the cooperative trait in favor of an 

even stronger development of the power motive.

Freud and Adler were both primarily concerned about the 

causes of neurosis and mental disorder and, therefore, concen

trated their efforts on the psychological factors causing abnor

malities in people. More recently psychologists have begun to be 

concerned about factors related to normal psychological develop

ment and particularly as it relates to environmental adjustment.

Robert W. Whited expanding on the theories of Freud and

l^lbid., p. 111.
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Adler, maintains that people want to understand their environment 

in order to get what they want from it. They want to make things 

happen through the manipulation of their physical and social envi

ronment. They do not like to passively wait for events to occur.

White calls this desire for creativity "the competence mo

tive." The development of this motive manifests itself in all 

stages of human development and is first recognized as infant's 

inquisitiveness causes them to finger and explore things. Later 

it is manifested in the disassembling and reassembling of toys, 

clocks, etc. The success one has in his ever-expanding world 

will determine to a large extent the degree of confidence with 

which one enters the adult world.

If one's successes have predominately overshadowed his 

failures, he is very apt to enter the adult world confident of 

his ability to succeed. If his life has been an experience pre

dominated by failure, he is likely to view life as a series of 

risks that will result in additional failures. Such a person 

would rather wait for circumstances to occur in his environment 

than to attempt to influence them at the risk of another failure.

Because life is a continuous series of environmental trans

actions, one's competence motives are therefore subject to con

tinual change. Even the most timid will gain confidence after a 

series of successful experiences„ Conversely one's self-confidence 

will begin to subside after a series of failures. In this respect 

the competence motive or self-confidence is never firmly established 

to the extent that it is not subject to change. There are factors,
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however, that tend to limit change. An extremely timid person 

will avoid risks, therefore, limiting his chance for success.

One's self-confidence may be justified by his ability and willing

ness to extend the effort required to minimize risk and therefore 

the probability of failure.

The competence motive in adults will more than likely be 

expressed in job mastery and professional growth. This may fur

ther account for the tendency of professional employees to iden

tify with their profession rather than their employer, a problem 

trend for corporations. Scientists engaged in pure research are 

often so concerned about the scientific value of their efforts 

that they are completely indifferent to the economic factors of 

concern to their employer.

Jobs structured to allow exercising of the competence mo

tive can be very rewarding to people so motivated, while jobs that 

are too routine and over-supervised will fail to satisfy them 

causing considerable frustration. On the other hand, such jobs 

may appeal to those employees lacking the competence motive. The 

element of risk has been removed, and they can find acceptance by 

following relatively simple directions.

Man is by nature a social creature. Some, of course, are 

more sociable than others. Scientists have begun to explore this 

tendency of sociability to see how it is related to motivation.

One such scientist, Stanley Schacter|5 calls such tendencies in

iSlbid., p. 115.
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human beings the Affiliation Motive. That this tendency is 

stronger in some than in others is obvious, but Schacter contends 

that the degree of the desire for social contact is also affected 

by circumstances.

Previous research had shown that when something occurs 

that strongly contradicts a person's belief, believers will seek 

each other out with great urgency. They derive great comfort from 

their group effort in attempting to find an explanation about the 

event. New consensuses will emerge with which they can associate. 

The fact that their original beliefs have been contradicted is not 

a matter of as much concern to them as is the fact that their new 

beliefs are shared by others.

Socializing in this type of a situation makes life a little 

more acceptable in the face of uncertainty and ambiguity. Schacter 

feels the most important element in such a situation is the re

assurance from sharing opinions.

Schacter was not content that this explanation of affilia

tion was the only valid one. To prove his point he conducted his 

own series of experiments. College students were excused from 

examinations for offering to participate in his experiment. After 

they had volunteered, it was explained to them that they would be 

required to endure some physical pain. He further apologized for 

the delay but said the experiment would have to be delayed pending 

further development, allowing them to bide their time alone or 

together. When they chose the option of togetherness and therein 

set out to discuss the situation, they were told that the experiment

J
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was over. The experiment was successful. The conclusion was that 

misery loves company.

In subsequent experiments Schacter proved to his satisfaction 

that the affiliation motive is stronger between subjects in similar 

predicaments. Unhappiness is reduced most when in the company of 

other unhappy people. Schacter's experiments tend to support Mayo's 

theories about the informal work groups. Workers feel less de

feated by the environment when they band together with the reassur

ance that all other members of the group are equally defeated.

These are not the only reasons for affiliation, nor do they 

predispose that a worker cannot be content and associate with mem

bers of management when his job is properly structured and he has 

the reassurance of management that his efforts are appreciated„

Such affiliation does, however, restore some of the worker's se

curity when he feels he is no match for his environment.

Although the conclusions drawn from Schacter's experiments 

did not totally agree with those of William F. Whyte^ regarding 

those who do and do not join informal groups, the experiments were 

conducted under somewhat different circumstances. Schacter was 

observing the formation of groups, whereas Whyte was analyzing the 

members of long standing groups. Schacter was able to make a 

contribution toward the understanding of why men form informal 

groups for controlling productivity. The group is defensive by 

nature. They are establishing their own organization on a small

16ibid p. 119.
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scale where they can find at least some degree of pride, im

portance, and security; factors they feel are missing for them 

in the formal organization. They feel dependent upon a system 

that is not dependent upon them. They feel a lack of control 

over their own environment. The more jobs are simplified and 

over-supervised, the more this lack of self-control or self- 

determination is inherent in the job.

Men are therefore often drawn to the informal work re

stricting groups in search of meaning and for strengthening and 

preserving the group that offers meaning to them rather than for 

any hostile opposition to management as such. Work restriction 

i^ probably a by-product of the informal group rather than a 

primary reason for it. The informal group is a by-product of a 

formal organization that structures jobs so that people have lit

tle or no control over their own activity.

Work restriction is costly to all segments of society, even 

the worker himself. Organizations will have to be structured so 

that the worker can identify with it and take meaning from it. A 

genuine feeling of affiliation with the corporate structure would 

eliminate the need for affiliation with the informal structure. 

Obviously, this is not a simple proposal to accomplish because the 

extent that workers can be involved is limited. Authority for final 

decisions must be vested in individuals if we are to reach decisions 

and move ahead.

As a result of some experiments by a Harvard research group
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ment motive plays a vigorous role in the lives of people influ

enced by it. Although most people are motivated at least to some 

extent toward achievement, the degree varies significantly. The 

most prominent aspect of persons with a high degree of achieve

ment motives is their susceptibility to appeals to try harder. 

Because of their willingness to extend themselves the most when 

the chips are down, their level of accomplishment far surpasses 

their competitions.

The fascinating thing about the achievement motive is that 

accomplishment seems to be an end in itself. People so motivated 

take enough satisfaction from task accomplishment that they need 

not be bribed to performance by money or public recognition. 

Achievers do not spurn money, but neither do they view it as a 

necessary prerequisite for status or security. Entrepreneurs so 

motivated are more comfortable in a situation that offers accom

plishment accompanied by profit than in a situation offering a 

safe and easy fast buck.

The achiever's attitude toward risk is probably the key 

to his success in business organizations. He likes enough risk 

to provide a challenge but not so much that sheer luck would be 

more of a factor in the results than his efforts. He likes peri

odic feedback on his progress and it should be specific. He wants

40
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precise measurement of results and is not satisfied to be told he 

is doing well or bad without knowing exactly why.

Achievement motivated people are not necessarily always 

more productive. They will be so long as the task is to their 

liking, requiring personal initiative and creativity. Challenged 

by simple tasks geared to the average or ordinary individual, such 

people will usually turn in a very ordinary and uninspired perfor

mance. How many people are languishing in such assignments un

noticed or unstimulated is obviously unknown. The fact that there 

obviously are some should be disturbing enough to anyone concerned 

about effective organizations to re-examine job structures and 

question the validity of simplifying and standardizing job func

tions.

Achievement motives as well as others are to a large degree 

determined by a person's social origin. Children of entrepreneural 

parents are usually indoctrinated in self-control, self-denial, 

and will independently pursue goals once they put their mind to 

the task. Achievement motives are usually stronger in this middle 

class segment of society than in either the upper or lower classes 

and probably explains some of the phenomenal growth of the middle 

class society.

Since there is little agreement on the division of classes 

in society and there are obviously many members of the middle class 

society that are not entrepreneurs, let it suffice at this point to 

say that social backgrounds are a factor in the development of mo

tivational forces without broadening our study by attempting to
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draw or defend lines that segment our society by classes.

Of all of the drives and ambitions becoming pent up in 

industry, the achievement motive is the one most pent up. In 

industry jobs are not structured for feedback or personal re

sponsibility in mass production industries. Production oriented 

supervision does not provide for personal responsibility or sat

isfaction. Though our efforts are intended toward goal achieve

ment, they are resulting in limited achievement by providing an 

environment that is more compatible to the affiliation motive.

If it has not been made clear to this point, people are not en

dowed with one or the other of the motives mentioned but are 

usually endowed to some degree with all of them. Motives will 

usually appear strongest depending upon the circumstances of the 

environment.

Abraham Maslow^ maintains that man has a hierarchy of 

needs. It is his contention that the higher order needs do not 

concern or motivate a man until his lower order needs are satis

fied. His order of needs is as follows:

1. Physiological needs: The need for food, shelter, and 

other life-sustaining needs.

2. Safety needs: Protection and security; the ability 

to retain what one has; job, home, family, etc.

3. Social needs: A feeling of acceptability and friend

ship from society, from his employer, and from those with whom he

18Wil1iam F. Whyte, Money and Motivation (New York: Harper 
and Row, Publishers, 1955) , p. 135.
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associates; his work group.

4. Esteem or status needs: Respect of others.

5. Self-actualization: Development of one's talents and 

abilities to their utmost; achievement.

This hierarchy of needs does not necessarily conflict with 

our motives already set forth. It merely shows that these factors 

of motivation are geared toward the upper end of Maslow's scale.

Since we are looking at money incentives, Maslow's whole range 

of values is important because money obviously is more of a factor 

in satisfying the lower order of needs than it is in satisfying 

the higher order needs. Even the church has given tacit recogni

tion to Maslow's theories as evidenced by their redirection of 

missionary effort toward satisfying the physiological needs.

"In the early 1880's a band of pioneers led by a man 
named Donner crossed the western plains with ox drawn covered 
wagons and climbed into the Rocky Mountains. For most of them 
the trip ended there. Marooned by enormous snow drifts and 
slowly freezing on the wind swept slopes, they were unable to 
move forward or go back. As they exhausted their food supply, 
the party gradually deteriorated. A diary kept by a member of 
the party was published in which the writer described his com
patriots at the beginning of the journey as: "salt of the earth- 
god fearing and individualistic, but cooperative and concerned 
for each others welfare. During their protracted ordeal in the 
mountains, they withdrew upon themselves; concern shifted from 
the larger group to the family; then to the individual; finally 
the strong began to prey on the weak for personal survival, and 
the ultimate horror emerged--cannibalism."19

This unpleasant illustration is testimony to Maslow's theory 

in descending order. Members of the party who had reached the third

-t-̂ David R. Hampton, Charles E. Summer, and Ross A. Weber, 
Organizational Behavior and the Practice of Management (Glenview, 
Illinois: Scott Foresman and Company, 1968), p. 104.
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or fourth level of needs rapidly descended to the first or lowest 

level where they were motivated only by fear and survival and all 

of their thoughts and actions were directed toward obtaining food.

B . Motivation and Productivity

One of the reasons so little is known about motivation is 

that in some respects we do not want to know too much about it.

We need it but we fear it at the same time. Research often results 

in concepts that conflict with our own preconceived ideas. This 

can be emotionally upsetting to us with the result that we reject 

the new concepts on the basis that they are impractical or wrong.

If the work of social scientists is going to make a con

tribution, it is important that we recognize our ambivalence to

ward their research. If we are to realize greater productivity 

and human satisfaction as well as minimize waste and strife, we 

are as dependent upon objective managers as we are the behavioral 

scientists.

It has been established that such things as apathy, re

stricted output, strikes, and demoralization of workers are not 

necessarily inevitable. It has even been suggested that self- 

fulfillment can be made available to many more with the probable 

result of a dramatic surge in creativity and efficiency.

If managers are to find ways of implementing the concepts 

espoused by scientists, they must start by accepting the responsi

bility of understanding the attitudes of the people with whom they 

deal and upon whose efforts they depend, whether they agree with 

them or not. Managers are liable to find that their habits and
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ideas are more in need of change than are those of the people 

who work for them; accordingly, they should concentrate more on 

improving their own effectiveness than the effectiveness of the 

people who work for them. They must re-examine the necessity and 

usefulness of managerial practices that heretofore have not been 

questioned because they have been deemed indispensable, particu

larly with regard to organizations, supervisory methods, and com

pensation. Practical ways must be found to release the energy and 

creativity that is pent up in apparently apathetic employees.

Work must be so structured that it does not prevent employees from 

being themselves.

Most men, whether managers or those being managed, are de

cent people and respond to just and decent treatment. To date too 

much emphasis has been placed on their mistakes while discounting 

their ability to learn from these mistakes and work together. They 

often argue too much and work too little, but this is not inherent 

in the nature of man and is therefore likely a result of the envi

ronment.

The average man spends about as much time at his place of 

work as he has to spend for leisure ; but industry, in trying to 

encourage employees to be more productive and less difficult, has 

concentrated more on employees' leisure hours than it has on their 

hours of work. Rewards are geared to feed, clothe, and house em

ployees as well as make their leisure time meaningful and enter

taining. Very little has been done to provide meaning and satis

faction from work itself. The emphasis has been on making non



46

work more inviting than work.

Since there is little fun or satisfaction from the work 

itself, people often devote their energies and creative abilities 

to their hobbies. It appears that our logic is that the way to 

maximize productivity on a dull job is to pay workers enough that 

they can find diversion and satisfaction away from work in the form 

of vacations, hobbies, or idleness.

The paradox of this approach to industrial motivation is 

that while material needs are being satisfied and even satiated, 

the lack of intangible rewards is probably the biggest barrier to 

productivity. Because what the talent industry is paying for does 

not get converted into production, they are required to spend vast 

sums of money for additional plant and machinery, while the pro

ductivity to be gained from utilizing the ingenuity and effort of 

employees, at no cost at all, eludes them.

As a matter of sound economic policy, as well as for human 

consideration, it is increasingly important that management struc

ture work that will appeal to the worker's enduring rather than 

secular motives. This will require an understanding of the impact 

of the industrial environment on the worker and why it so affects 

him. It will also require a willingness to let motivational con

siderations have equal billing with engineering and cost consider

ations while planning. Management must accept this challenge since 

the effective and productive use of human resources is a primary 

responsibility of management.
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C. Money as a Factor

A sensible theory of money motivation must somehow conclude 

that for some money is everything all of the time. For others 

money is everything only part of the time, and for still others 

money has very little meaning at any time. Money can serve as a 

motivator in its own right or as an instrument of other motivators 

Dissatisfaction about monetary rewards can be a simple matter of 

inadequate purchasing power or a mask for intangible frustrations.

Money's most obvious characteristic is at the same time 

its subtlest and most important characteristic. Money is a symbol 

This symbolizing power is not confined to market value or pur

chasing power. Money can represent achievement, prestige, power, 

or security. It can represent the cynics only trustworthy com

panion.

Money means whatever people want it to mean and therefore 

reflects the ambiguously logical and emotional nature of man.

The motivational value of money cannot be understood until its 

dual representation of material and emotional values is revealed.

Money would probably be ineffective as a motivator if its 

value was entirely rational and had no power to symbolize intan

gible goals. In underdeveloped parts of the world where there 

is little chance of improving one's status or power, money offers 

little hope to people and serves only as an instrument for ob

taining simple commodities. It has been the experience of em

ployers in these countries that native employees will often work 

only long enough to obtain the bare essentials to sustain life,
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despite the fact that work is available and additional income 

easily attainable. Only when money becomes an instrument for 

acquiring status, security, and other intangible goals can it 

symbolize for them; and until it can symbolize it will not serve 

as a significant motivator.

The power of money to motivate, therefore, depends in 

some degree on whether it seems to make non financial goals at

tainable. It also depends on whether one has been able to save 

in the past. If he has, and experience shows or at least prom

ises, that by doing so he may affect his own future, he is likely 

to begin saving at an ever-increasing rate. Conversely, people 

with little or no capital and little or no optimism about the 

future are not likely to be responsive to monetary incentives.

For the man who considers himself at the mercy of his environment, 

security takes precedent over money. Security is likely to mean 

a continued demand for his services. He attempts to insure this 

continued demand by controlling his production. Paradoxically, 

he is inflating the cost of his labor and making himself less valu

able to his employer.

On the other hand, there are people with little or no capi

tal but with an optimistic outlook toward the future. Take for 

example a recent college graduate. Money will likely be highly 

attractive to him because he views it as an instrument for drama

tically improving his standard of living. Having demonstrated the 

ability to acquire and accumulate savings makes the prospect of 

additional income even more attractive. At this point people begin
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to behave like "economic men" seeking to maximize their income by 

responding to monetary incentives. The money motive thereby feeds 

on itself with each gain making additional gains seem obtainable 

and therefore attractive.

This ever increasing desire for money does not go on forever, 

however. When man has satisfied his desire for materialistic 

things, his thoughts will begin to turn to the more intangible 

motivators such as achievement and prestige. At this point money 

slips into a secondary role acquiring non financial overtones.

Money now serves as a symbol for the new primary motive and is 

less significant as an instrument of purchasing power.

A classic example of the symbolic rather than financial 

role of money is illustrated in the setting of executive salaries 

at extremely high levels. A large percentage of this salary is 

taxed and, therefore, not available to him to spend. It is a 

symbol of his worth to the organization relative to the other 

members of that same organization.

Money motives vary from person to person. In a sense man's 

reaction to money summarizes his biography to date: his early 

economic environment, his training, his non financial motives, and 

his financial status. Attitudes about money reveal much about men. 

Like the psychologist's ink blots, money is an essentially neutral 

object which each individual interprets in his own way of thinking 

about the world and his relation to it.

There are, of course, people who never satisfy their desire 

for income or wealth regardless of how much they acquire; but their
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numbers are probably less than is usually suspected because of 

the large numbers of people still achieving. Many of them have 

yet to satisfy their desire for capital; others lack the potential 

of ever attaining it. Since their motive for money has not been 

tested by the serenity of affluence, they have not yet aroused 

their non financial or intangible motives. The attrition of 

money motives from primary to secondary importance is quite sig

nificant after substantial incomes have been enjoyed for some 

time. This is a factor to be reckoned with in our ever increasing 

middle class society, particularly as it relates to wage incentives.

D. Obstacles in the Path of Performance

To this point in our discourse on the forces that motivate, 

we have taken a broad view and have tried to establish what it is 

that causes people to act as they do. We have looked at forces 

that move men to action. These forces have varying effects on men 

at various times. There are also counter forces to be reckoned 

with. These forces tend to offset, at least in some measure, the 

motivating factor.

The informal group has already been mentioned as a factor 

in limiting the effectiveness of the group. At this point we 

should explore the informal groups to determine why they persist 

in industry. At the same time we should look at some of the other 

factors that prevent men from being themselves and thereby prevent 

management from obtaining its objectives.

The first real break through in the art of human relations 

came at the Hawthorne Works of the Western Electric Company in
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Chicago. The late Elton Mayo^O of the Harvard Graduate School of 

Business Administration was the champion of this accomplishment. 

Mayo theorized from these studies that workers tend to cluster 

together into informal groups in order to fill a void in their 

lives and that this void results from a basic need for cooperation 

and comradeship which modern industrial organizations had ignored. 

These informal groups could exert a far stronger pull on worker's 

motivation than the combined strength of money, discipline, and 

even job security itself. Mayo would have resolved this problem 

by cultivating improved communication so that management and the 

workers would have a sympathetic insight into the minds of one 

^mother and to put supervision into the hands of men to whom a 

respect for their fellow men came naturally. Supervisors would 

be trained in the skills of listening, understanding, and elicit

ing cooperation.

Mayo did not invent this form of human relation theory. 

Serious students of industry and sociologists were already con

vinced of its value. He was able to put the stamp of respect

ability on ideas which, even though they had been thought of 

before, had usually been considered softheaded and permissive. 

Perhaps his most important contribution has been his effect on 

other students of industrial motivation. Nearly any serious 

study of what is known about the motivation of people at work

2C>Gellerman, Motivation and Productivity, p. 19.
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begins with Mayo or with the studies from which he developed his 

theory.

The first of Mayo's major studies took place in a Phila

delphia textile mill. He was called in to determine the cause 

of extensive employee turnover. In an attempt to overcome the 

problem which he attributed to physical fatigue, he instituted 

a series of rest periods. As an experiment the workers were 

allowed to schedule the rest periods themselves. The effect was 

dramatic. Turnover dropped off sharply; morale and productivity 

shot upward.

Mayo did not discount the effect of eliminating the fa

tigue, but attributed the results primarily to allowing employees 

to participate in the management of their own work. Also, men 

who had previously been unable to communicate because they were 

tied to machines now had time to communicate and were welded into 

a work group which formed a partnership with management rather than 

opposed to it. This discovery of the group spirit represented a 

crucial piece of the motivational puzzle that had been missing up 

to this time.

The studies at the Hawthorne Works of the Western Electric 

Company were started by the company engineers. They were attempting 

to increase production through proper illumination. Control groups 

were established in several different rooms where the lighting was 

provided in varying degrees of intensity. To the surprise of the 

engineers production of all groups increased regardless of the 

degree of lighting provided.
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Mayo and his researchers from Harvard were called in. They 

soon discounted the lighting as a factor in the increased produc

tion. Despite the attempts by the researchers to keep all other 

factors constant except those they were varying intentionally, 

production continued to soar. It finally became apparent to them 

that they had inadvertently ignited a powerful dormant motivator.

Membership in the groups gave the workers an elite feeling. 

The situation was further compounded by the fact that members were 

given the right of assent and, therefore, control over their own 

work day. The group was working under motivational conditions 

that were far different from other workers in the plant. By 

allowing workers to coalesce into groups relieved of impersonal 

controls and affording them more humane treatment in general, 

motives were being harnessed for dramatically improving production.

In an attempt to define the nature of these motives more 

precisely, the researchers inaugurated an interview phase of the 

study. Interviews were not restricted to members who were parti

cipating in the experiment. When they branched out in other de

partments of the factory, they found an entirely different climate 

prevailing; a climate frought with apathy, enmity, and frustration. 

Mayo attributed this to an arbitrary and impersonal management.

He felt that management was treating people as a pair of hired 

hands without regard for their inner feelings, thus stripping them 

of their dignity and giving them no reason for cooperating.

Most of the workers welcomed the interviews because they 

were encouraged to do most of the talking and in so doing were
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able to get a lot off of their chests. Having done so they were 

in a better frame of mind and began to relate with supervisors or 

other workers. This led to the formation of additional groups.

In addition to the therapeutic effect of the interviews, 

the researchers were able to learn more about the informal work 

groups and their arbitrary production standards to which members 

would adhere out of group loyalty. For the most part supervisors 

were powerless in attempting to curtail this massive footdragging. 

The workers were clever enough to make it almost impossible to 

prove they were withholding intentionally, and supervisors who 

got too tough were singled out for special obstruction.

It became quite obvious that informal groups were very 

influential in determining their level of output. When the group 

associated itself with management, productivity was high. When 

they felt in opposition to management because of impersonal treat

ment and too much bossing, production hovered at a controlled level 

that management would tolerate. Wage incentive plans were inef

fective as motivators for enhancing productivity.

Mayo analyzed the morale changes in men after they began to 

think of themselves as belonging to a group. He was convinced that 

he had hit upon a phenomenon that was international in scope. He 

began to see the industrial society as a gigantic breeding ground 

for dissention and strife, largely because it was organized in a 

way that resulted in workers being treated like hordes of auto

matons who were activated by economic self- interest and nothing 

else. Work had deteriorated into an impersonal exchange of money
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for labor. Workers were to passively accept any method management 

might choose for organizing their work, even if it meant fragmenting 

their work to a point of tedium. Money was buying not just labor 

but humiliation as well. A system designed for efficiency by 

ignoring human needs was resulting in frustration and enmity.

Though Mayo's analysis was in part substantiated by specific 

incidents, it obviously contained a lot of generalizing and some 

very dubious assumptions. One of Mayo's most astute students,

Henry Landsberger?^- points out that Mayo's tendency to be dogmatic 

has actually made it harder for his ideas to get the serious at

tention they deserve.

Studies conducted by a University of Michigan research 

group focused on the attitudes and behavior of first line super

visors and how these affected the productivity of their subordinates. 

Whereas Mayo's studies had centered upon the informal work groups, 

the Michigan group concentrated on the supervisor, since it was 

through him that management's attitudes and policies were trans

mitted to the workers.

This research group, headed by Rensis Likert and Daniel 

Katz?2 selected the Newark office of the Prudential Insurance Com

pany for their first study. One of the primary reasons for choosing 

this office was that it afforded a large number of subjects with a 

reasonably homogeneous background, culturally, socially, and ethi-

21Ibid. , p. 27.

22i b i d . , p. 33.
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cally speaking. They interviewed the supervision of twelve low 

and twelve high producing groups of clerical workers without regard 

to which type of group the supervisor was in charge of until they 

had completed their ratings.

Supervisors were rated on where they centered their emphasis 

as they described how they handled their subordinates. The re

searchers concluded that those supervisors who were employee-cen

tered were most likely to be in charge of a high producing group, 

whereas those supervisors who were production-centered were most 

likely to be in charge of a low producer. The employee-centered 

supervisor displayed more concern for his employees. He tended to 

outline the work in a general manner, leaving the problem solving 

and task achievement to the employees without looking over their 

shoulder to see that it was done.

The production-centered supervisor considered the task achieve

ment his main job and viewed the people as the instruments with 

which to accomplish it without much regard for the fact that they 

had needs and emotions very much like his own. He tended to be 

more detached and objective. Obviously, this type of supervisor 

was doing the job management expected of him and considerably more 

conscientiously than his employee-centered colleague; but the results 

belied the impression. It would seem then, that the best way to 

get the work done would be to maintain good personal relations and 

let the work take care of itself.

The researchers did conclude, however, that employee-cen

tered supervision carried to an extreme would almost certainly incur
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production losses ; and, therefore, the two styles were not entirely 

incompatible.

Robert L. Kahn in reviewing these studies noted that :

"Most successful supervisors combine employee-centered 
orientations, working out their own creative way of synthesizing 
these two concerns. (By itself, employee-centered supervision 
may) sometimes generate a superficial popularity among the men, 
although we predict that in time this would be replaced by 
feelings of aimlessness and lack of accomplishment."23

Too much emphasis on production has shown to lead to low 

morale and low productivity, but Kahn further speculates that the 

most ineffective supervisor is the one without much emphasis on 

employees or production.

Employee-centered supervision, therefore, is probably the 

best if it is not carried too far. When carried too far, the re

sults will usually confirm the suspicion of the production-centered 

supervisor about what will happen if he were to attempt a more per

sonal approach.

One study by the Michigan group yielded evidence that pro

duction-centered supervision may even produce better results over 

short periods of time. Two control groups under each type of 

supervision were studied for a year with the result that the groups 

under production-centered supervision showed a 25 per cent increase 

in production, whereas the other group showed a 20 per cent increase. 

Conceding such results are possible, they also noted that changes 

in attitudes in the groups during the period of the study was such

23I b i d . , p. 37.
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that the production-centered groups had begun to lose interest and 

their loyalty and commitment was declining. They felt that in time 

the employee-centered groups would far surpass the others.

In Likert's view motivation that makes for continued high 

productivity is usually a response to a particular kind of leader

ship- - interested, supportive, non intrusive, and not a response to 

money. Over the long haul efficiency is incompatible with the kind 

of leadership that is devoted primarily to getting things done. It 

is almost as though the most sophisticated way to serve management 

is to ignore it and serve the employees instead.

The key to a productivity-motivated work force is a super

visory style which enhances the workers' proprietorships of their 

jobs. Management has approached this problem negatively, fearing 

gold-bricking and work stoppages would be the result of allowing 

workers more control over their own jobs. Likert says a positive 

approach would be to delegate this control to allow the worker to 

derive satisfaction from self-discipline. He is referring to the 

jurisdiction over the part of the enterprise that is daily under 

the worker's nose.

Neither participation, employee-centered supervision, or 

any other kind of enlightened leadership is likely, in itself, to 

stimulate all kinds of workers under all kinds of circumstances.

The Michigan research group is not espousing a panacea; they are 

exposing an area of management where improvements can and should 

be made.
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Still another study conducted by Abraham Zalenick.24 and his 

co-workers at the Harvard Business School is worthy of our con

sideration. This study took the hardest look yet at the bond that 

holds the informal group together and at the mechanism through 

which the group exerts its influence on productivity.

The study took place over an extended period in one de

partment of a manufacturing company. Highly trained observers 

went into the department, gradually winning the confidence of the 

workers. They made detailed observations of how workers got along 

with each other, noting which ones got along with each other and 

noting which ones belonged to the more or less dominant informal 

group. They were also noting which workers were on the outside 

looking in as far as membership in the "shop society" was con

cerned. These observations were then correlated with the pro

ductivity of the individuals.

Most of the men were turning out work at essentially the 

same low rate. This was true of the regular members of the infor

mal group as well as some of the non members. Others of the non 

members, on the other hand, were producing at very high rates.

It appeared that the informal group was operating to restrict the 

output of all but a few "rate busters" who were apparently immune 

to the group's influence.

The researchers were not satisfied with these answers.

They wanted to know further why all non members were not producing

24 j b i d ., p . 56.
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Was it because management had been able to reach them with their 

incentive plan? The deeper they probed the less they were con

vinced that management's efforts were having any significant effect 

on either the high or low producers. The most powerful motivators 

were being distributed by the men themselves.

Membership in the group was prized far more than anything 

management had to offer with the possible exception of employment 

itself. Acceptance by the group was the key motivator, even for 

those who did not belong. The group was basically stagnant and 

unhealthy, and the price of membership was personal frustration 

in the form of conformity to group standards, indifference to 

management, and contempt for non members. Any attempt to distin

guish oneself, to accomplish something out of the ordinary, or 

to attract attention was regarded as treason because of the possi

bility of undermining the solidarity of the group. The worker who 

became a regular member was abondoning his chances for growth, per

sonal pride, and individuality.

Although such groups are self-defeating, there is an under

lying logic to them. They prevent workers from being isolated from 

one another. Fear of isolation was such a powerful force in some 

of the workers studied that it overrode all other motives including 

the desire for self-development. For others the choice between try

ing to make something of themselves and avoiding isolation was a 

bitter choice. The chance of achieving anything significant seemed 

so remote, but the prospect of being shunned if they were to attempt
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it was certain and forbidding. Therefore, men with the potential 

of rising above a mundane level of achievement elected not to do 

so, as it represented to them the lesser of two evils. In the face 

of an indifferent environment safety seemed to be in banding to

gether in an association which at least protected its own interest 

if nothing else. Thus, men who could presumably have been most 

responsive to management became the most alienated.

Regular membership in the group was sufficient to set the 

prevailing pace in the shop, and non members could not be indifferent 

to it. Either they sought membership and followed the example of 

the regulars in order to gain acceptance, or they became bitter 

pver their exclusion and sought revenge by, of all things, a high 

rate of production.

Ironically, the "rate busters" were not responding to 

management's efforts to increase productivity. They were seeking 

revenge for their exclusion by outproducing the frozen group and 

openly flouting their values. Management was very nearly an irrel

evant factor.

Membership in the group served many functions. It pro

vided a sense of belonging and an escape from anonymity, a way of 

life for those without purpose. Most of all it provided a way of 

defining one's status. Importance was no longer undefined. Most 

of the workers in the study had been brought up in an ordered en

vironment that seemed to have little room for them. There was 

little chance for them or their co-workers to amount to anything 

or to make much of a mark in the world. The environment seemed to
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be unconcerned whether they lived or died, let alone whether or 

not they made any significant progress. The system simply did not 

provide for growth. Men were expected to remain the same year 

after year. Management did not expect them to have a great deal 

more to offer at retirement than they did when they were hired.

For the Harvard team this assumption was the center of the 

whole issue. Once such an assumption is made, the frozen group 

becomes inevitable and so do all of the problems such groups create.



IV. CONCLUSION

A. Additional Comments on Wage Incentives

Some significant insights into the worker's reactions to the 

wage incentive system have been obtained by Donald Roy.25 He 

worked on a drill line in a factory for eleven months while working 

toward his Ph.D. at the University of Chicago. Not only did he 

observe and record valuable information about the feelings and 

reactions of his fellow workers as it related to the wage incen

tive system, he actually found himself experiencing some of these 

same feelings and reactions.

In the beginning he was contemptuous of the system because 

he thought that it was not a mature approach and not entirely honest. 

This feeling was displaced by a feeling of indifference since he 

considered his employment as temporary. As he gradually felt 

pressure mounting to respond to the system, he developed a deter

mination not to do so. In a matter of months, however, he began 

to see values other than economic values. He found himself strug

gling to make quotas "for the hell of it." It was a game he was 

playing to reduce the boredom. He derived considerable satisfac

tion from feeling that he was the only one so motivated, while the

25whyte, Money and Motivation, p. 31.
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others were being induced to work for higher pay in much the same 

manner a horse is led to pull his wagon by a carrot dangling from 

his nose.

Roy further discovered that by working in a fast rhythmical 

manner the work was less fatiguing. In discussing these discov

eries with some of the other workers he found that they were also 

motivated in some degree by the same factors. He also found out 

that many of his colleagues did not view their jobs as their per

manent lifetime work either.

Quota attainment was a game, a challenge, and a constant 

topic of discussion. If someone failed to ask a worker how he 

had made out on his quota, he would volunteer the information.

Making quota was also a means of reducing tension and interaction 

with the supervisor. Supervisors would apply pressure when rates 

were not made but would leave the workers alone when they were.

As workers perfected their skills, they used their ability 

to achieve quota to buy free time. If quota was made by actually 

working from six to seven hours, workers would conspicuously loaf 

in the presence of the supervisor. This inactivity violated a 

traditional supervisory precept of keeping the appearance of being 

busy at all times, so the workers used it as a way of getting even 

with supervision for applying pressure when quotas were unattainable.

Roy's experience makes it clear that while money may be 

important it is not the only reward in a piecework setting. Play

ing the game of making quota provides meaning in the form of a 

goal to shoot at but only when the outcome is reasonably possible
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and not completely certain. If it is unattainable, he will abandon 

the game. Conversely, if attainment is certain, the task no longer 

provides a challenge, making the work monotonous and meaningless.

In addition to reducing supervisory pressures, workers 

gain some control over the management of their own time and gain 

the opportunity to express their agression toward supervision and 

time study engineers by loafing as conspicuously as they dare.

Roy's experiences have further helped to explain why people 

respond both positively and negatively to wage incentive systems; 

why they will strive for a predetermined level of attainment beyond 

which they are unwilling to go. There are still other factors in 

performance restrictions that are pertinent to our study.

To question the proposition that everybody benefits from 

high production would appear almost un-American, but we cannot 

accept it if we are going to understand the worker's response to 

incentive systems.

The high and rising standard of living in the United States 

would seem like sufficient proof of the proposition, but at this 

point we must introduce a distinction between short run and long 

run results. In the long run most people benefit from increasing 

production, but in the short run this same increase may cause hard

ships and difficult adjustments for large numbers of people. Most 

people plan for the long run, but they live their daily lives in 

the short run.

Management's need for balanced production presents us with 

a limiting factor. Few incentive workers make a total product
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themselves. In most cases men in different departments produce 

parts of the total product or they make components upon which 

subsequent operations depend. If one department is so respon

sive to management's incentive plan that they produce more com

ponents than can be used in a subsequent operation, management 

will be forced to make some adjustments. These adjustments will 

take the form of transfers, lay offs, or reductions in the hours 

of work. Another alternative would be the use of overtime in 

the lagging department. Some of the workers will gain through 

increased incentive earnings or overtime, while others will lose 

or at least have some other adjustment to make. Under the cir

cumstances it may appear more logical to them to maintain pro

duction at the existing level, rather than go after the incentive 

and risk a loss.

This concern about a short run adjustment may result in 

the long run. If production is maintained at too low a level, 

management may be forced by competition to make other adjustments 

or go out of business.

We are not assuming that workers always make such economic 

analyses as these and then decide to restrict production because 

management's promises of more incentives and more jobs may not 

materialize. We are concerned with the workers' reaction to 

management's system based on past experiences.

The threat of rate changes is another factor ever present 

in the minds of incentive workers. As stated earlier, rates are 

not subject to change unless there are changes in machines, meth
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ods, or materials. The problem is significantly compounded by the 

dynamic nature of American industry. New machines and processes 

are constantly being created, and old ones are constantly being 

altered. A rate that is acceptable today may be obsolete to

morrow.

How does management meet the challenge of changing rates? 

Workers expect management to revise upward a rate that has been 

proved to be too tight. Can managers expect workers to accept a 

downward adjustment in a rate that has been set too loose? It 

seems that one adjustment would be as fair as another, but in 

practice how does management discover that a mistake has been made 

in rate setting? Workers have the impression that this discovery 

will take place only if they make exceptionally high earnings on 

the job. In fact, some organizations require their engineers to 

take a new look at any job showing earnings over a specified amount. 

Such practices could hardly fail to create an impression that it is 

dangerous to go beyond a certain quota.

Beyond adjusting rates for errors, rates are adjusted for 

changes in job method or content. Such changes are usually quali

fied by an adjective, such as substantial or major. This is to 

prevent management from making insignificant changes in job content 

just to justify rate changes, a practice of which they have been 

accused.

It is the function of engineers to improve machines and 

methods so as to reduce the cost of production. Rothlesberger
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and Dickinson^ have properly pointed out that low production on 

an incentive job may call it to the attention of the engineers. 

They will try to improve the cost situation by changing the job. 

Therefore, it is not only high earnings and high production that 

bring a job to the attention of the engineers. Nevertheless, we 

can expect the engineers to pay special attention to jobs with 

exceptionally high earnings. If they discover a loose rate, it 

is a natural tendency to attempt to institute a change that will 

justify changing the rate. We are also confronted with possible 

problems with intergroup relations in such a situation. If the 

rate is so loose that a group can make earnings well above that 

of their fellow workers at the same job grade level, there may 

be disturbances within the ranks of the workers.

If we were to rule out of consideration rate changes that 

are clearly motivated by an engineer's desire to find an excuse to 

cut the rate, we still come face to face with major questions of 

judgment. What constitutes a major or substantial change? It 

is obvious that labor and management will have different opinions 

about the matter. If they could agree or at least reach a com

promise that a new rate was in order, they then open up a whole 

new area of conflict. Management will want to establish rates in 

line with the earnings potential of their incentive plan. The 

workers will want the rate set so as to maintain the same earnings 

potential they were enjoying under the more loose rates.

26ibid. , p. 201.
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B . An Appraisal of Wage Incentives 

in Today's Business

How effective is the piecework incentive? To measure its 

effectiveness in productivity terms we would have to compare pro

duction under piecework with production in the same situation with

out piecework. This, of course, is impossible. There is no such 

thing as a same situation existing at two different times. All 

things can never be equal twice. Industry is too dynamic. Ma

chines, materials, processes, people, and even attitudes are con

stantly changing.

Fredrick W. Taylor's scientific management approach was 

^successful and in such demand because of the measurable improve

ment in productivity that followed its inception. The Harvard 

researchers discovered that productivity increased almost in direct 

proportion to the duration of the experiment during the Hawthorne 

studies, regardless of how conditions were varied. The Michigan 

researchers concluded that over the long term employee-centered 

supervision was the most productive; but for short periods, as 

long as one year, production-centered supervision was slightly 

more productive. If we can classify the Michigan studies as two 

different experiments or approaches, then we have four experiments 

under vastly different conditions; but they have all resulted in 

productivity increases. The Hawthorne studies were even conducted 

with groups on wage incentive plans.

There is, however, one thing that all of these experiments
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had in common. There was a concentration of management people in 

all groups being studied. (Researchers were managing the workers 

during the experiments.) Interrelationships and interactions were 

also highly concentrated during the studies, and researchers claimed 

to have been able to gain the confidence of the people. We have 

noted in our discourse on informal groups that when these groups 

associated themselves with management, productivity was high.27

As a result of the Michigan studies, Kahn^® speculated that 

the ineffective supervisor was one who could not give much emphasis 

to either employees or production. There are such supervisors.

They are as common in industries where incentive plans prevail as 

they are where daywork wages are paid. As mentioned earlier in 

the study, one of the advantages of wage incentives was their em

phasis on efficiency and controls. This applies to first and sec

ond levels of management as well as to the worker. Supervisors 

can be held accountable for the performance of their subordinates 

whether a wage incentive plan is employed or not, but this account

ability is to his superior. When operating under a wage incentive 

plan, he is also accountable to his subordinates. He is accountable 

for the way he charges their time, for maintaining adequate mate

rials to work with, for machine maintenance, and for enforcing dis

cipline to members of the group who are inclined not to make quota.

Admittedly, wage incentive engineers are not perfect in the

27Gellerman, Motivation and Productivity, p. 23.

28lbid., p. 38.
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art of setting rates. They are not even in agreement on the matter, 

but their approach is far superior to the system in effect prior to 

Taylor whereby employees established their own methods and the rate 

was based on a foreman's estimate, with the standard being some

where near the ability of the poorest performers. Workers will 

still find short cuts and better ways of doing the job. They will 

find ways to abort rates by non performance of supporting functions 

such as testing for quality and housekeeping. A good plan provides 

for incorporating better methods into the plan by rate adjustments. 

Functions that are not being performed can be deleted from the rate, 

and management can hire a dayworker to perform them with the sav

ings in wage incentive payments.

Workers do not have to be motivated by the incentive to 

perform, though some of them will be. There will always be some of 

them at levels one and two of Maslow's hierarchy of values. Some 

of them can be motivated by social values; the value of acceptance 

in a performing group; some by status values, wanting status within 

the group based upon his ability; and some can be motivated by 

achievement for attaining goals heretofore unattained. Roy29 found 

himself working for quota "for the hell of it." If necessary they 

do not need to be motivated; they can be compelled to perform at 

satisfactory levels to retain their job.

Organizational structures should be changed, and jobs that 

are so monotonous and repetitious by their nature should be auto-

29whyte, Money and Motivation, p. 31.
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mated as rapidly as possible. They are the ones best adapted to 

automation; but until such time as this can be accomplished, in

dustry must continue to function and compete. There are, and al

ways will be, people in industry who are far from self-actualiza

tion and without the potential for attaining that level of human 

satisfaction. Their relative numbers are decreasing due to the 

fact that each generation is acquiring more education and affluence. 

This only means that we will be required to do a better job of fit

ting work to the abilities of the workers. This will require cut

ting through considerable union management red tape and recogni

tion that not all workers are equal and should therefore not be 

assigned jobs based on seniority. A genuine display of management 

objectivity would go a long way toward resolving this problem.

1 would submit that one of the problems with management is 

the too broad application of any theory of motivation and produc

tivity. There was such a demand for wage incentives at the outset 

that management attempted to install them without a full under

standing of them and without qualified staffs. This led to abuse 

and ill will that has never been completely resolved.

Today the emphasis is on sensitivity training^ and job

3C>Sensitivity training is a new technique for learning.
Ten or twelve men meet away from their everyday environment for 
a period of one to three weeks. They have no agenda but are guided 
by a trained psychologist. Participants allegedly learn to see 
themselves as others see them by learning about group processes 
and about their own behavioral patterns in a group setting.
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e nr i c hm e nt .I n  many cases they are being attempted by unqualified 

people on other people and job situations for which they are not 

suited. These are obviously attempts by management to improve and 

to capitalize on new ideas and new concepts, but balance and judg

ment are needed in management for steady progress. Most managers 

are rational people who use good judgment, but some of them are 

impatient and overly confident and do not consider all of the 

factors before making a decision. If sensitivity training has been 

a rewarding experience for them, they subject their subordinates to 

it without full regard for their emotional stability. If job en

richment is successful when applied to an engineering or accounting 

group, they would apply it universally.

Management has retained wage incentives because to date 

there has not been enough evidence developed to conclude that they 

are valueless. Evidence has been developed, as we have shown, that 

there are many other motivating factors and that wage incentives 

are not as effective as management would like them to be.

William F. Whyte^ says:

"It is only a fraction of the jobs - perhaps one-third 
of those assigned - that the piecework provides an incentive to 
tap the full productive capacities of workers. Would management 
be satisfied with a machine that functioned at about 33 per cent 
efficiency?"

Based upon his premise that incentives tap the full productive

31job enrichment is an attempt to make work more meaningful. 
This is allegedly accomplished by increasing responsibility and 
not just the work load. This approach was developed by Fredrick 
Herzberg. He calls it a motivation-hygiene theory.

32whyte, Money and Motivation, p. 28.
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capacities of one-third of the workers, his conclusion that the 

group is 33 per cent efficient is illogical unless the other two- 

thirds of the group are idle.

Management is still responsible for the effectiveness of the 

work force and must therefore evaluate research studies on the basis 

of who conducted the research and how objectively their conclusions 

were reached. It has not been proven that many of the motivating 

factors that have been discovered would not be effective when used 

in conjunction with wage incentives.

We developed early in our study that there are two schools 

of thought regarding wage incentives. They are: financial incen

tives to induce workers to produce more, and piecework designed to 

pay people for what they produce. Regardless of which position is 

correct, group piecework will limit the effectiveness of an incen

tive plan to accomplish either goal. Piecework does not pay people 

for what they produce when the pay is equal regardless of the level 

of performance. Nor will as many workers be induced to work harder 

by money incentives when they know that their earnings are limited 

to the average performance of the group.

From an administrative standpoint individual incentives are 

difficult and costly to administer because of the accuracy required 

on individual performance records and the tendency of the worker to 

compromise quality for the sake of quantity. Neither can the wage 

incentive engineer balance loose rates against tight rates and re

main smug as long as the group's earnings are within his range of 

acceptability. Individual rates make it imperative that the en
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gineers sharpen their skills and keep them sharp.

Businesses are becoming more sophisticated. Workers are 

becoming better educated and less responsive to money as a whole, 

but management must continue to function by dealing with indivi

duals. It is attendant upon them, therefore, to become even more 

sophisticated. They must not only accept change, they must intro

duce change, but cautiously, tempering what they learn by what 

they already know; and at this point in time they know what they 

have in wage incentives. Their value is limited, particularly as 

a motivator, but even that value could be improved if management 

could develop a bond of trust and a working relationship with the 

workers. They can by demonstrating honesty and goodwill in their 

administration and by recognizing the workers as individuals with 

something to offer besides hours of labor.
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