Time rates tighten their grip
on manufacturing industries

Incentive pay plans continued to drop

in popularity in 37 industries comparing incidence
for the 1973-80 period with that for 1961-68;
but alternative methods of motivating workers
drew more attention from labor and management

NORMA W. CARLSON

Despite mounting concern in recent years over limited
productivity gains in the Nation’s manufacturing indus-
tries, interest in incentive pay systems seems to be de-
clining as a way to stimulate worker output. A review
of wage payment plans in manufacturing industries
found that time rates continue to cover the great major-
ity of production and related workers rather than losing
their grip; time-rated systems are actually strengthening
their hold in U.S. factories.

Emphasis on machine-paced manufacturing opera-
tions is a major reason for the limited incidence of
incentive plans. As in earlier years, incentives tend to be
concentrated in the restricted group of industries where
workers can exert substantial influence on the rate of
output. However, the widespread application of time
rates does not mean that the impact of workers on pro-
duction is being ignored. Various innovative programs,
many independent of compensation systems, have
emerged to address the issue of worker motivation.

This article examines recent trends in incentive and
time-rated payments in manufacturing. It also explores
factors that have influenced the movement toward time
pay. Finally, the article highlights developments in the
quality-of-worklife movement that seeks, among other
goals, to motivate workers to higher performance on
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the job. Data were obtained from the Bureau of Labor
Statistics’ nationwide occupational wage surveys in se-
lected manufacturing industries. These surveys collect
information on occupational wage rates and the inci-
dence of certain establishment practices, such as meth-
ods of wage payment, for about 50 manufacturing
industries. Thirty-seven were selected for this study on
the basis of available data for two 7-year periods, 1961—
68 and 1973-80. The periods were defined over several
years because the industries on the survey roster are
studied every 3 to 5 years, not annually. The sample
was also restricted to industries defined at the 4-digit
level of detail in the Standard Industrial Classification
Manual prepared by the U.S. Office of Management
and Budget. Altogether for both periods examined, the
37-industry group represents about a quarter of the pro-
duction and related workers in all manufacturing.! The
span between observations for a single industry ranged
from 10 years to 18; the average was 14 years.

Methods of wage payment

Workers are paid under a wide variety of incentive or
time-rated plans.? Incentive plans, which establish a
close link between output and earnings, are intended to
fill a dual role, that is, to both stimulate worker effi-
cliency and provide a system of employee compensation.
In contrast, time-payment plans base earnings on a
fixed hourly or weekly rate and rely heavily on supervi-
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sory skills to maintain quantity and quality of work.
Early in the Nation’s industrial era, the basic meth-
ods of pay were simple piece rates and day rates. But as
the manufacturing sector grew and mechanization of
production increased, compensation plans became more
complex. The scientific management movement dating
from the early 1900’s sparked wide experimentation
with numerous incentive plans devised by Frederick W.
Taylor and his colleagues. Some of these plans are still
in use today, such as the Halsey, Rowan, and Bedaux
systems, but many have been modified.’ In the 1930’s,
measured daywork plans were introduced in factories
with time-payment systems, incorporating a measure of
control of worker performance through production
standards.* Today, an assortment of incentive and time-

rated plans offers features which are adaptable to the
varying situations found in modern industrial plants.

Incentive workers may receive either piece rates or
production bonuses. Payments under incentive systems
may be based on either individual or group perfor-
mance. Time-rated wage plans include both formal and
informal arrangements. The former provide single rates
or ranges of rates for specific job categories. Pay rates
under informal plans are determined primarily by the
qualifications of the individual worker (table 1).

Bureau studies since World War II document both
the dominance of time-based plans and the gradual
drop in the proportion of factory workers paid under
incentive systems. A summary prepared in 1947 indicat-
ed that for 56 manufacturing industries, 30 percent of

plan, 1973-80!

Table 1. Method of wage payment in manufacturing, by number of production and related workers covered and by type of

[In percent]
Production Time-rated workers Incentive workers
workers " Individual Grou
Industry and survey date (nthousands)| Tota | Sindle | Rangeof | indiidual |y, R
Piecework | Bonus Piecework |Bonus

Meatpacking, 5/79 .. ........... ... 104.3 290 72 10 7 10 (¥ 3 2 5
Prepared meat, 5/79 . .......... . ... .. 488 296 59 24 12 4 “ “ “ 4
Flour and other grain mill, 9/77 ................ 10.6 99 85 7 8 1 *) (W] *) V]
Candy and other confectionery, 8/75 ............ 403 89 33 45 1 1 4 1 1 5
Cigarettes, 5/76 ... ................o .. 328 100 63 37 ®) ®) ) ©) ) ()
Cotton and manmade fiber textiles, 8/80 ......... 2885 70 66 4 (K] 30 28 1 (¥ 1
Wool yarn and broadwoven fabric, 8/80 ... ... .. .. 131 75 63 7 5 25 14 7 2 2
Textile dyeing and finishing, 6/76 515 90 65 20 6 10 5 3 1 1
Women's hosiery, 7/76 ............ - 238 37 2 18 17 63 62 ©) ) (¥
Hosiery, except women’s, 7/76 23.9 39 t 7 31 61 59 1 1 )
Men's and boys’ shirts,

(except work shirts) and nightwear, 5/78 ....... 854 22 2 5 14 78 77 1 1 *
Men’s and boys’ suits and coats, 4/79 . .......... 614 25 3 6 16 75 74 1 ® @)
Wood household furniture

(except upholstered), 6/79 . .. ... ............ 137.2 88 10 55 23 12 3 2 3 4
Pulp, paper, and paperboard mills, 7/77 .......... 1479 97 90 8 C] 3 “) 4 ) “
Corrugated and solid fiber boxes, 3/76 .......... 61.9 75 61 9 5 25 3 8 3 12
Industrial chemicals, 6/76 . ................... 1299 99 62 35 2 1 4 ) “ “
Cellulosic fibers, 8/76 .. ... . ................. 108 98 60 38 3 2 W] ‘) ()] *)
Noncellulosic fibers, 8/76 .................... 51.9 98 67 31 ® 2 “) ) “) ¢
Paints and varnishes, 11/76 .................. 276 100 44 43 12 ) () ®) ) 5
Petroleum refining, 4/76 . .................... 63.3 99 88 1 ) 1 “) 4 ) “)
Miscellaneous plastics, 9/74 ................ .. 236.4 95 19 64 12 5 “ 4 ) “
Leather tanning and finishing, 3/73 ........... .. 16.7 285 30 15 10 44 28 7 7 1
Footwear, 4/80 ........................... 76.2 27 3 9 15 73 Il 2 ® ()
Glass containers,5/80 . ..................... 545 88 69 19 ©®) 12 1 6 ) 4
Other pressed or blown glass, 5/80 . ............ 284 79 32 47 © 21 3 8 6 4
Brick and structural clay tile, 9/80 .............. 17 280 4 23 16 18 8 1 6 3
Ceramic wall and floor tile, 9/75 .. ............. 52 68 43 19 6 32 10 7 8 7
Clay refractories, 9/80 .. ..... ... ... ........ 6.3 80 58 19 2 20 1" 3 5 2
Clay sewer pipe, 8/75 .. .................... 43 76 62 1" 3 24 9 1 4 9
Basic iron and steel, 2/78 .. .................. 345.0 20 ©) ©) ©) 80 ©) ® © ©
Grey iron foundries, except pipe and fittings, 9/79 . . . 93.1 82 54 25 4 18 9 4 3 2
Grey iron foundries, pipe and fittings, 8/79 ........ 15.2 77 32 44 (&) 23 1 12 1 9
Steel foundries, 9/78 . ........ . ... ... 526 79 39 36 3 21 10 3 4 3
Nonferrous foundries, 5/75 ................... 54.4 82 36 33 13 18 6 8 1 3
Fabricated structurai metal, 11/79 ............ .. 51.9 96 37 44 19 4 ) ) * )
Motor vehicle parts, 4/74 .. .................. 2421 73 35 35 2 27 12 7 4 5
Motor vehicles, 12/73 ... ... ................. 6114 98 © L) ) 2 © ) ) (©)

‘Estimates of the number of production workers within the scope of the study and per-
centages based upon them are intended as a general guide rather than a precise measure
of the industry’s work force and relative importance of wage payment plans in each industry.
Nearly all incentive wage plans provide for a rate guarantee to workers if production stan-
dards are not met. For this tabulation, all production and related workers eligible to receive
incentive earnings have been counted as incentive-paid workers, regardless of whether they
received earnings above guarantees. Plans such as Christmas or yearend bonuses and prof-
it-sharing were not considered as incentive wage plans.

Industry studies nearly always have a minimum establishment size cutoff which may vary
between studies for the same industry; establishments under the cutoff usually account for
less than one-tenth of the industry’s work force. Minimum size cutoffs varied from none for

cigarettes, synthetic fibers, and motor vehicles to 250 workers for basic iron and steel; the most
common minimum was 20 workers.

2Excludes, “stint workers,” those receiving a fixed daily rate for a predetermined amount of
work regardiess of the time required to complete the task.

3Less than 0.5 percent.

“Information by type of plan was not tabulated for industries with less than 6 percent of the
workers paid on a time or incentive basis.

5No data reported.

€information not available by type of wage payment.

Note: Because of rounding, sums of individual items may not equal totals.
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production and related workers were on incentive pay
plans.’ In May 1958, a survey of factory workers’ earn-
ings found that 27 percent of all manufacturing produc-
tion workers were paid on an incentive basis.® Data
from the Bureau’s area wage surveys on incentive pay
coverage of plant workers in metropolitan area factories
show a drop in coverage from 26 percent in 1961-63 to
20 percent in 1968-70.7

This decline in the incidence of incentive pay systems
has coincided with lagging productivity gains in manu-
facturing. A number of studies have related the lag, in
part, to worker attitudes and behavior.® Advocates of
incentive systems have therefore argued that such ar-
rangements are valuable managerial tools for improving
efficiency and boosting productivity.®

During 1973-80, the median proportion of workers
on time rates was 82 percent (chart 1), up from 75 per-
cent for 1961-68.! Thirty-one of the 37 industries stud-
ied paid a majority of their production workers on a
time basis. Fight industries paid time rates to at least
98 percent of their work forces. These were cigarettes,
paints and varnishes, petroleum refining, flour milling,
industrial chemicals, noncellulosic fibers, motor vehi-
cles, and cellulosic fibers.

Seven of the eight industries share certain characteris-
tics. Their production departments, which employ the
bulk of the work force, are equipped primarily with au-
tomatic and semi-automatic machinery. Although the
equipment requires monitoring, the machine tenders
have little or no control over the pace of output. For
example, in petroleum refining, crude oil flows almost
continuously in closely interrelated refining units from
the time it is received until finished products are
shipped to customers. Even cigarettes are produced au-
tomatically throughout the fabrication, packaging, and
inspection processes. Automobile production, although
it actively involves workers in the process, is primarily
paced by the speed of the assembly line.

In the remaining 23 industries emphasizing time-rated
pay, coverage ranged from 97 percent of workers to 55
percent. This variation partly reflected marked differ-
ences in production processes and types of machines
used. The pulp, paper, and paperboard industry, with
97 percent of its work force paid time rates, uses me-
chanical and chemical processing equipment and ma-
chines that are among the largest in industry, which
workers operate and maintain. In contrast, the leather
tanning industry, with 55 percent of its production
workers on time rates, requires considerable handling of
hides and skins. Hand tools are used extensively by
such workers as tackers, about three-fourths of whom
were reported on incentives in 1973. The equipment in
the plants is largely under the control of the operator.
For example, machine buffers and embossing-press or
plating-press operators, both largely incentive jobs, are

responsible for starting and feeding the machines.

Six industries relied chiefly, but not exclusively, on
incentive wage payment plans. Incentive coverage
ranged from 61 percent in the men’s and children’s ho-
siery industry to 80 percent in basic iron and steel. The
other four industries stressing incentive systems were
women’s hosiery, leather footwear, men’s and boys’
suits and coats, and men's and boys’ shirts. The
workplaces in these factories, with the exception of ba-
sic iron and steel, are equipped with machines that are
largely under the control of the operators. In men’s ap-
parel (suits and coats, and shirts), for example, sewing
machine operators, who account for nearly half of the
work force, can exercise considerable discretion over the
pace of their work. Moreover, their output is iden-
tifiable and measurable. Individual piece rate plans are
the leading pay method in the men’s apparel, hosiery,
and footwear industries, covering between 60 percent
and 75 percent of workers. The occupations that are
paid hourly rates include those in maintenance and cus-
todial departments.

Basic iron and steel is unique in that it is highly
mechanized but pays incentive rates to 80 percent of its
workers. The inclusion of maintenance and service
workers, who are typically paid time rates in other in-
dustries, accounts for this large proportion. To facilitate
the inclusion of these workers, the industry divided the
occupations into three categories, direct, indirect, and
secondary indirect, depending upon whether the job is
part of an actual production department or involves as-
signments that support the direct workers. For example,
furnace operators are direct workers, and maintenance
millwrights assigned to specific production departments
are indirect. Other maintenance workers and general la-
borers who are not assigned by department are second-
ary indirect. Guidelines in the industry’s major
collective bargaining agreements provide for incentive
earnings opportunities that range from 35 percent above
“incentive calculation rates”' for direct incentive jobs,
to 23 percent above for indirect incentive jobs, to 12
percent above for secondary indirect incentive jobs.

Recent trends

In 26 of the 37 industries studied, worker coverage
under time-rated systems for 1973-80 increased over
that for 1961-68. The increase ranged from as little as 1
percentage point to as much as 26 points (table 2). All
but 3 of the 26 industries had already extended time
pay to more than half of their production workers dur-
ing 1961-68. In one of the exceptions, women’s hosiery,
coverage under time rates rose from 25 percent to 37.
In another, men’s and children’s hosiery, it rose from
30 percent to 39. In the third, leather tanning, coverage
increased from 48 percent to 55.

The most striking growth of time-rated pay systems
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in selected manufacturing industries, 1973-80

Incentive wage plans

Petroleum refining
Industrial chemicals
Nonceliulosic fibers
Motor vehicles
Cellulosic fibers
Pulp, paper, and paperboard
Prepared meats
Fabricated structural metal
Miscellaneous plastics
Textile dyeing and finishing
Meatpacking
Candy
Furniture
Glass containers
Nonferrous foundries
Grey iron, except pipe
Brick and structural clay tile
Clay refractories
Steel foundries
Other pressed or blown glass
Grey iron pipe
Clay sewer
Corrugated boxes
Wool yarn and fabric
Motor vehicle parts
Cotton and manmade fibers
Ceramic wall and floor tile
Leather tanning
Hosiery, except women’s
Women’s hosiery
Footwear
Men’s suits and coats
Men’s shirts
Basic steel

Chart 1. Percent of production and related workers covered by time-rated or incentive wage plans

Time-rated plans

Percent Percent
100 80 60 40 20 0 0 20 40 60 80 100
Cigarettes
Paints and varnishes
Flour milting

occurred in the glass container industry, where the pro-
portion of time workers rose 26 percentage points, and
the meatpacking industry, where it rose by 24. In the
glass container industry, 88 percent of production
workers were paid time rates in 1980, up from 62 per-
cent in 1964. The expanded coverage is mainly attribut-
able to action taken in the late 1960’s to eliminate
incentive earnings for large numbers of workers. The
major producers and the two leading unions, the Glass
Bottle Blowers and the American Flint Glass Workers,
recognized that the incentive plans had become cumber-
some and costly to administer. They agreed to pay time
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rates to maintenance and service workers and to some
direct production workers who had been on incentives,
in exchange for an across-the-board pay increase that
ensured no loss in earnings.

In meatpacking, nine-tenths of the production work-
ers were paid time rates in 1979, up from two-thirds in
1963. This increase partly reflects the implementation of
time plans in new plants opened by major producers. A
comparison of the occupations in multiplant establish-
ments studied in 1963 and 1979 shows a substantial de-
cline in incentive coverage in the cutting, processing,
custodial, and material movement departments. Chang-




es in beef-cutting techniques, introduced by a few new
producers, also contributed to shifts in pay plan cover-
age. In the new process, carcasses attached to a convey-
or are divided into smaller cuts as each worker on the
line performs a limited number of cutting and trimming
operations. The cuts are vacuum sealed, boxed, and
shipped to supermarkets and butcher shops. Workers in
these “boxed beef” occupations, virtually all paid time
rates, accounted for slightly more than half the beef-
cutting department employment in the 1979 meat prod-
ucts survey.

Other industries reporting increases in coverage under
time systems typically experienced a shift to automatic
and semi-automatic machines. For example, the dehack-
ing and setting processes in structural clay products
manufacturing, once done manually, are now performed
automatically in many plants. Many larger corrugated
box plants are now almost fully automated, thus elimi-
nating numerous hand operations, such as bundling,
packing, and taping.

Only five industries reported increases in incentive
plan coverage, mostly marginal. Two of the five (men’s
and boys’ shirts and leather footwear) were predomi-
nantly incentive industries in the 1960’s, with at least
seven-tenths of the workers in each earning piece rates.
Only one industry, basic iron and steel, reported a sig-
nificant increase in incentive coverage, from 66 to 80
percent, between 1962 and 1979. This rise for the indus-
try as a whole largely reflects the impact of develop-
ments in the 1968 bargaining round between the United
Steelworkers of America and the 11 major companies in
the industry. The union reportedly was seeking
incentive pay for all workers. Producers hoped to limit
the extent of incentive coverage. The impasse led to ar-
bitration. The panel ruled that each of the 11 companies
was to extend incentive coverage to at least 85 percent
of its production and maintenance employees on a
companywide basis, and not less than 65 percent in
each plant.

The remaining six industries recorded no change in
proportional coverage under the two basic methods of
wage payment. Among them are highly automated in-
dustries, flour milling, cigarettes, petroleum refining,
and the traditionally incentive suits and coats industry.
Nonferrous foundries and motor vehicles also reported
no change.

Method linked to multiple factors

The choice between time rates and incentive pay de-
pends on such factors as technological and economic
environments, managerial preferences, and union philos-
ophies.

Machine-paced production. Highly automated industries
virtually rule out incentive wage systems because work-

Table 2. Percentage of production and related workers
covered by time-rated wage payment plans in selected
manufacturing industries, 1961-68 and 1973-80
Percentage of
time-rated Percentage
Industry workers point
196168 | 1973-80 °
Glass containers .. ..................... 62 88 +26
Meatpacking . ....................... .. 66 90 +24
Other pressed or blownglass . ............ 64 79 +15
Cellulosic fibers . ................... ... 84 98 +14
Candy and other confectionery products . . . ... 75 89 +14
Brick and structural clay tile . ... ........... 68 80 +12
Women'shosiery ................... ... 25 37 +12
Corrugated and solid fiber boxes .. ....... .. 64 75 +11
Ceramic wall and floor tile .. .............. 58 68 +10
Hosiery, except women's . . ............... 30 39 +9
Miscellaneous plastics products ... ......... 87 95 +8
Wood household furniture, except upholstered . 80 88 +8
Pulp, paper and paperboard mills 90 97 +7
Grey iron except pipe and fittings . . o 75 82 +7
Leather tanning and finishing .. . .. . 48 55 +7
Industrial chemicals .. ................... 95 99 +4
Prepared meatproducts ................. 92 96 +4
Fabricated structural metal o 92 96 +4
Clay refractories .. .............. o 76 80 +4
Steelfoundries . ................ ... .. .. 75 79 +4
Motor vehicle parts . . . . 69 73 +4
Paints and varnishes . . . 98 100 +2
Grey iron pipe and fittings 75 77 +2
Wool yarn and broadwoven fabric . 73 75 +2
Cotton and manmade fiber textiles . 68 70 +2
Textile dyeing and finishing . . . . 89 90 +1
Cigarettes .................. 100 100 0
Flour and other grain mill products . S 99 99 0
Petroleum refining . . ............. ... .. 99 99 0
Motor vehicles ................... ..., 98 98 0
Nonferrous foundries . ................... 82 82 0
Men’s and boys’ suits and coats . .......... 25 25 0
Noncellulosic fibers . .................... 99 98 -1
Clay sewerpipe ....................... 77 76 —1
Men’s and boys’ shirts . .. ................ 23 22 -1
Leather footwear . ..................... 30 27 -3
Basicironandsteel ................ ... .. 33 20 -13

ers have little or no control over the pace of production
or the volume of output. Conversely, incentive pay is
widespread in industries where workers can exercise
such control.

To illustrate, the amount of fixed assets per worker
was compared with the incidence of time-rated workers
for 35 of the 37 industries. The assumption was that the
higher levels of assets per worker reflected more ma-
chine-paced operations and, therefore, would be associ-
ated with higher worker coverage under time pay.'?

The heavy processing industries with per-worker
assets well above the $25,000 median for the group
have higher incidences of time-rated workers. The tradi-
tional incentive industries showed assets ranging be-
tween $3,000 and $13,000. Again, the exception among
the heavy industries is basic iron and steel. Unlike the
extremes in this comparison, the middle group of indus-
tries in terms of per-worker assets produced a mixed
pattern of pay plans and asset levels.

Among this middle group are fabricated structural
metals and nonferrous foundries, whose high propor-
tions of time workers and low levels of assets are partly
attributable to certain characteristics of these industries.
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They are composed mostly of small to medium size job
or order shops, producing varied product lines in short
production runs. Such conditions of constant change
and nonstandardized tasks make incentive systems diffi-
cult, if not infeasible, to install.

Managerial preferences. The technological and economic
environment clearly determine the feasibility of a pay
method in certain industries.!> But in others, more sub-
jective factors may influence managers. Among these
are the complexities involved in designing and imple-
menting incentive plans. For example, rather than un-
dertake the costs and uncertainties involved in
establishing performance standards that effectively moti-
vate the worker, some managers prefer to pay hourly
rates. Difficulties in making allowances for conditions
that might reduce a worker’s full production potential,
such as frequent interruption in the flow of materials or
mechanical breakdowns, also argue against incentive
plans. ' :

The more complex the design of an incentive plan,
the more care is required in administering it. Foremen
can become preoccupted with recording nonstandard
conditions and handling questions and grievances on
rules relating to work flow and work distribution. If
only part of the production work force receives
incentive wages, a feeling of inequity can develop
among timeworkers whose jobs rank higher in terms of
education and responsibility, but not in pay. These con-
ditions can, of course, generate inefficiencies in the
workplace. !4

Complications that emerge during periods of rapid in-
novation tend to compound these problems. Changes in
production facilities, techniques, or product assortment
require revision of performance standards if worker mo-
tivation and effort is to be maintained. If standards are
not redefined to fit changing conditions, incentive plans
may become ‘‘demoralized.”’® This term implies high
levels of earnings for low levels of effort. Eventually,
such conditions can affect a plant’s competitive posi-
tion.

Union preferences. Trade unions have not maintained a
consistent position on methods of wage payment.'®
Union preferences have been influenced by an industry’s
technological and economic environment and by their
goal of rewarding workers equally for the same kind of
work.

In those industries where incentive plans could be
reconciled with this goal, unions have adapted to
incentives. The majority of these industries are charac-
terized by labor intensive production methods and a
highly competitive product market. In certain apparel
industries, for example, unions historically have negoti-
ated the schedule of piece rates, thus achieving some
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control over worker pay.

Unions have been able to harmonize their goal with
the use of incentives, even in highly mechanized indus-
tries such as basic iron and steel. Underlying the
incentive system in basic steel is a common job and pay
system designed jointly by the Steelworkers and the
major producers. This system is based on a highly uni-
form job evaluation procedure among the companies
that assigns point values to jobs on the basis of 12 fac-
tors that include such major concerns as experience,
skill, responsibility, effort, and working conditions.

Other approaches to motivation

The post-World War II growth in time-rated pay sys-
tems has been accompanied by concern over rising inef-
ficiencies in the workplace. Questions are being raised
as to the effectiveness of methods of pay as motivators,
and attention is focusing on other means to improve ef-
ficiency."”

Pay methods tap the self-interest of the worker, but
many of the other approaches are designed to help the
worker identify with the long-term interests of the en-
terprise. Such identification would presumably result in
better interpersonal relationships, stronger job interest
and satisfaction, less absenteeism and waste, and lower
rates of turnover, all of which would lead to productivi-
ty improvements.!8

Productivity enhancement, however, is not the sole
objective of these approaches, known generally as quali-
ty-of-worklife improvement programs. This umbrella
term covers a diversity of ventures, a number of which
are still both experimental and controversial. In some
instances, allegedly, the programs have been introduced
to circumvent union representation. In other instances,
they have had joint union-management sponsorship.'
Some quality-of-worklife programs explicitly link fi-
nancial reward to program results. Other approaches
stress such motivators as the worker’s need for personal
fulfillment on the job, recognition, and involvement in
corporate decisionmaking.

Among the quality-of-worklife approaches that are
compensation related are Scanlon plans. Initiated by the
late Joseph Scanlon in the 1930’s, they are designed to
motivate all employees to improve production methods
and to suggest ways to cut costs. One of the important
elements of Scanlon plans is a system of joint shopfloor
and plantwide review committees that meet regularly to
discuss and evaluate worker suggestions for work im-
provement. Another unique feature is a plantwide
incentive arrangement based on measuring productivity
changes and a formula for distributing savings in the
form of monthly bonuses.*

Other efforts link rewards to the overall profitability
of the firm, such as profit-sharing and stock plans. Prof-
it-sharing cash plans usually distribute a part of profits



to employees annually. Under deferred versions, the em-
ployer makes payments to a trust for the benefit of the
employee, who usually receives final distribution at re-
tirement.?' Stock plans traditionally permitted employ-
ees to buy company stock, often at a discount, through
payroll deductions over a year. The stock purchased
was distributed shortly after the closing date specified.
However, under current employee stock ownership
plans, delivery is deferred until the employee leaves the
plan or retires. Because of special tax benefits enacted in
1975, the number of such plans has grown from about
200 in 1975 to nearly 5,000 plans in 1980.22

Not all programs that seek to promote worker sup-
port of collective goals of the firm are directly linked to
compensation. Some draw upon the expertise and cre-
ativity of the work force to help redesign and reorganize
production operations, thereby involving workers in
decisionmaking. Although not always a primary objec-
tive, productivity improvement has been reported as a
result of some of these efforts.?® Interest in worker par-
ticipation in decisionmaking has grown since the early
1970’s, even though the concept was discussed much
earlier. The basic framework for worker participation is
the labor-management committee, which functions as an
advisory body to management on a wide assortment of
workplace issues. These issues range over topics such as

' The sample is relatively small because several manufacturing in-
dustries in the wage survey program were excluded either for lack of
nationwide statistics or historical data. These include women’s and
misses’ dresses, drug manufacturing, nonelectrical machinery, semi-
conductors, electrical transmission and distribution equipment,
millwork, upholstered furniture, and shipbuilding and repairing. Be-
cause of the limited number of industries studied, no generalizations
are drawn about methods of wage payment for all manufacturing.

* This analysis is limited to production and related workers in man-
ufacturing. Thus, commission plans for sales workers and various
piece-rate arrangements in transportation are outside the scope of this
article.

' Pinhas Shwinger, Wage Incentive Systems (New York, John Wiley
& Sons, Inc., 1975).

* Under measured daywork, employees receive time wages, yet man-
agement establishes, and in varying degrees discloses and enforces,
production standards. Measured daywork can be used for mechanized
operations where employees are required to work at the pace of the
conveyor line or within the cycle of automatic machinery.

*Joseph M. Sherman, “‘Incentive pay in American industry 1945-
46, Monthly Labor Review, November 1947, pp. 535-38. The 56 in-
dustries included in the study covered about S5 million workers, or
about 40 percent of all production and related workers in manufactur-
ing.

®L. Earl Lewis, “Extent of incentive pay in manufacturing,” Month-
ly Labor Review, May 1960, pp. 460-63. The estimate of incentive pay
coverage was based on a survey in May 1958 of 73 industries
employing approximately 9 million production and related workers,
or about 80 percent of all manufacturing workers.

’ John Howell Cox, “Wage payment plans in metropolitan areas,”
Monthly Labor Review, July 1964, pp. 794-96, and “Time and
incentive pay practices in urban areas,” Monthly Labor Review, De-
cember 1971, pp. 53-56.

* Richard R. Nelson, *“Research on Productivity Growth and Pro-

absenteeism, safety, waste reduction, reorganization of
the shopfloor, forecasting manpower requirements, and
training programs. Such committees can now be found
in a wide variety of industries, including basic steel and
auto manufacturing.”® Generally, committees in orga-
nized plants are separate from the collective bargaining
framework. In the case of the United Auto Workers-
General Motors approach, the members of the local
union shop committee serve on the quality-of-worklife
committee.?

Another type of advisory group, Quality Circles, has
recently gained prominence. Unlike labor-management
committees, these bodies are composed solely of em-
ployees. They meet voluntarily on company time to de-
fine workplace problems, discuss solutions, and formu-
late strategies to eliminate the problems.?

THE TREND TOWARD PROGRAMS that enhance workers’
roles in factories will probably continue as labor and
management search for ways to make the workplace
more efficient. The movement reflects in part, changing
perceptions by workers, unions, and managers, of their
roles. There is little likelihood, however, that the rela-
tive incidence of time and incentive methods of pay in
U.S. plants will change greatly from present levels, giv-
en the dominance of machine-paced operations. |
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