Employee Involvement
and the Perils of
Democracy: Are

Management’s
Fears Warranted?

Many managers fear that employee-involvement
programs threaten their organizations. A
gainsharing case study i1s examined to test

their concemns.

Timothy L. Ross and Denis Collins

In recent years, many managenal theonsts. econo-
mists, psychologists. and others have encouraged
companies 10 install employee-involvement systems.
Literature on corporate culture has pinpointed a lack
of participation at the work place as one of the reasons
for the recent productivity slowdown. Yet a 1984
study found that only {4 percent of all American busi-
nesses with over 100 employees have some form of
human-resource management program.'

This discrepancy is almost certainly due at
least in part t0 managers’ fears of employee involve-
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ment. Surveys have shown that managers are consid-
erably more conservative than the general population,
and many of them feacr that democracy in the work
place will cripple their organizations. More specifical-
ly, their objections to employee involvement appear
to be very similar to the philosophicz! objections to
democracy raised by Anstotle, who argued that demo-
cratic principles encourage the following undesirable
characteristcs:

L. Mediocriry. Since all opinions matter n a
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Generically, gainsharing systems are group
incentive plans that differ according to bonus
calculation and employee participation.

democratic discourse. the dectsion-making process (s
slow moving and generates low-qualuy policy intia-
uves because of the many compromises necessary to
gatn the support ot all selt-interested pacties.

.2 Rule by the uneducuted and unskilled.
Skilled and knowledgeable individuals are alwavs a
minonty, and they will be consistently overruled by
the poorly trained and unintelligent majority.

3 Flanery, thus discouraging virrues. Char-
ismatic flatterers rise to the top of democratic organi-
zations and accumulate power by appealing to the
base nature of the majority.

4. Bureaucracy. Since the unquahified have
equal access to power. the number of offices must be
maximized in order to prevent uninformed decisions
from taking effect.

5. Instabtiirv. By their very nature. democra-
cies require large turmovers of officeholders. This or-
ganizational discontinuity creates an unstable environ-
ment,

.. 6. Lack of actountabilire. When everyone
shares power. nobody is held personally responsible.

This article will emplov a case study to test the
legitimacy of such concerns as they apply to employ-
ee involvement m contemporary corporations. The
implementation of a gainsharing system with a strong
participative component will be examined to deter-
mine if the deficiencies ¢ited above actually occurred.

Gainsharing and the
democratic model

Gainsharing links worker performance with
corporate performance. Organizationally. this entails
creating a channel ot two-way communication. often
a forum where workers contribute. review. and then
implement suggestions on how to run the production
process or other processes more efficiently and to 1m-
prove other performance-related activines. [f costs are
decreased or productivity is increased. the resulting
monetary gains are proportionately divided first be-
tween the company and workers, and then as a
monthly bonus among the employees as a group.
Many firms proceed bevond this level of involvement
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bv including employees in goal-setting and other
major change processes. such as developing new
work procedures or providing input on product de-
sign.

Generically. gainsharing systems are group in-
centive plans that differ according to bonus calcula-
von and employee participation. The three major tra-
dwwonal plans are Improshare™. Rucker®. and
Scanlon. although the trend today 1s toward more
flexible plans tadored for a particular organizauon,
The three plans can be briefly described as follows:

® {mproshare determines the emplovee bonus
by comparing expected productivity of units per hour
for an entire producton area or plant with actual pro-
ductivity of units per hour. When actual producuvity
exceeds expected productivity. the gains are divided
evenly between the company and the workers. No
employee participation systems are required under
{mproshare.

® The Rucker, Plan determines the emplovee
bonus by focusing on costs. If the ratio of variable
payroll costs to production value decreases over time.
the workers share a bonus. Commuttees of employee
and management representatives are formed o discuss
improvement possibilities. '

® The Scanlon Plan often calcuiates s bonus
by comparing the ratio of {abor and other cosis 10 the
sales value of production. A decrease in this ratio
eamns the workers a bonus. Many other calculations
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have been emploved by Scanlon-oriented firms over
the sears to handle problems caused by vanauons in
product mix and objecuves. Scanlon Plans require
management (o elicit, and workers o contribute. sug-
geslions pertaining to the production process or ser-
vice areas. These suggestions. as well as other work-
related issues. are discussed at meetings of area teams
and a hugher-level Review Board of management and
nonmanagement employees tfrom each area team. The
informauon shared at these meetings is passed down
to all company employees.

Over the vears, the Scanlon Plan has ofien
been misinterpreted as a simple calculation based
solely on labor costs. To dispel this false image and to
emphasize the flexibility of the svstem. we have ofien
invoked the term Performance Gainsharing. For ex-
ample. a company with a special need to reduce scrap
may include scrap costs in the calculation. The same
is dane for other pertinent costs. The bonus calcula-
tion may result from producing a better quality prod-
-uct or an improved return on investment. Because of
its flexibuity. Performance Gainsharing will probably
be ‘the most commonly used form of ‘gainsharing In
the fucure. :

Gainsharing can be a philosophy of manage-
ment. embracing such nouons as respect for emplov-
ees, shanng informauon, and dividing proportionately
the results of improved performance. Technically. in-
dividual incentive plans and employee stock owner-
ship plans (ESOPs) are not classified as gainsharing
plans. Individual incentive plans are omitied because
they are not group-based. and ESOPS are excluded
because the market price of a stock involves too many
factors beyond the workers®™ control. Also. the bonys
that cesults from ESOPs s not redeemable until after
the employee teaves the company or retires.

Of all the gainsharing plans. Performance
Gainsharing is the most analogous to the American
democratic model. Structurally. performance gain-
sharing plans maximize communication between man-
agement and employees. Management educates the
workers as to the economics of the company, and em-
ployees inform management as to the efficiency of
their performance. The establishment of multidimen-
sional commumcation within a facility has a direct
relationship to other democratic values. Employee
participation and cooperation are encouraged. respon-
sibtlities are clanfied. organizauonal goals are identi-
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fied. knowiedge is shared. equity between effort and
wages is established. and. most important. trust be-
tween workers and management s enhanced.

Organizations instalt gainshanng for a variety
of reasons. Typically. three reasons stand out: (1)
heiping a troubled company survive. (2) motivaring
an already successful system to even higher levels of
pertormance. and (3) subsututing what has been
called contingent or variable compensation (either
fully or parually) for ‘"automalic’’ wage increases
The last reason has probably been the most important
1o the recent growth (n gainsharing.

Can the numerous benefits derived from this
tvpe of plan be achieved without turning the whole
organization upside down? [s it possible 1o accom-
plish the dramatic changes in work-place attitudes and
effort promoted by these plans in a way that does not
confirm managers’ fears about the impact of organiza-
tional democracy? The following case study repre-
sents an etfort to answer these questions.

»

Implementing Performance
Gainsharing at TFI

In 1984 Tech Form Industries (TFD) in Shelby,
Ohio. was struggling to minimize lost customers and
avoid bankruptcy A producer of exhaust systems
with over 400 employees and sales of $30 mullion.
TFI had been hampered by the recession and a decline
in the quality of its production. One of its key custom-
ers, Ford, had decided 10 use a single supplier. and a
competitor won the major contracts. Meanwhile, s
quality ratings with ather customers had steadily de-
clined. The future looked bleak for the vaionized em-
ployees of this midwestern company.

[n autumn 1984, TFI was purchased in a le-
veraged buyout by a private investor who decided that
TFI's individual piece-rate incentive plan was out-
moded and counterproductive. Disputes between
union employees and the company about the faimess
of the piece rates were common. and the piece-rate
system seemed inappropriate in light of the new
automation thar the company needed and was plan-
ning to introduce. Furthermore. the piece-rate system
emphasized production quantity and not quality. With
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With the deterioration of quality, 25 percent of
labor costs was spent on repairs.

the detertoration of quality (40 percent of product tn
some depantmeats required rework). 25 percent of
labor costs was spent on repairs.

The time was nght for change: the union con-
tract was due (o expire at the end of March 1985. The
negotiating committee. consisting of four manage-
ment representatives angd five union employees, began
contract deliberations in January 1985.

The new management sought to combat TFI's
production and quality problems with a two-step pro-
cess: (1) buy out the exising individual incentive plan
for union production emplovees. and (2) institute a
companywide Performance Gaiasharing system for all
employees. hourly and salaried. Management insisted
that these two steps should not be linked with one an-
other: the buyout would be inevitable. regardless of
whether gainsharing was instituted. A plantwide his-
torical average of the union producuon iacentive
bonus was used to develop a day-work pay system,
and tf‘ce vanety of banus systems for all other employ-
ees was eliminated. Integrating all emptoyees— union
and nonumon, hourly and sataried —into-one bonus
system made the change process even more complex.

The implementation process began when
seven managers were surveyed for their views on the
applicability of Performance Gainsharing at TFIL.
They favored the change. The concept of gainsharing
was then introduced during the company's contract
negotiations with the United Steelworkers Union.
Both the local and intermmational union representatives
played. from the start. an extremely imponrtant role in
the plan’s development and successful operation.

Company officials invited a gainshanng con-
sultant from the BG Productivity and Gainsharing In-
stitute at Bowling Green State University to speak
with the negotiating committee. Afterwards. the com-
mirtee decided to attend a one-day meeting of gain-
shaning facilitators at a nearby unionized company
that had expenenced a dramatic turnaround through
its Performance Gainshanng system. Attendance by
both management and union officials from TFI was
the first step in developing trust so that each group
would equally support the new system. With contract
negouations still under way. a Steering Committee
consisting of three company representatives (the pres-
ident, vice-president, and controller) and three union
representatives (the president. vice-president and fi-
nancial secretary) was formed. The Steering Commit-
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tee visited other industnal piants operating under Per-
formance Gainsharing.

A major problem arose in deciding who shoutd
be the company’'s gainsharing coordinator. Most
companies have one coordinator, but the Steering
Committee decided to have two. one appointed by
management, the other appointed by the union. Man-
agement chose a supervisor who was a lifelong em-
ployee of the company. The union chose its financial
secretary. who worked n the Tool and Die Depan-
ment at TFL. The new umon contract was ratified. and
July 1. 1985 was set for the date that Performance
Gainsharing would be implemented.

Other company employees were now intro-
duced to the gainsharing concept. Extensive inter-
views were conducted of management and nonmana-
gement employees to evaluate company attitudes and
to foresee possible future problems. The Steering
Commuttee developed a loose draft of a Performance
Gainsharing plan. A twenty-seven-member Develop-
mental Task Force was created, consisting of thirteen
management representatives and fourteen hourly em-
ployees elected by their peers. The Task Force. meet-
ing once a week for two months, was responsible for
refining the gainsharing plan and advising the Steer-
ing Committee. The Task Force also served the pur-



The team representatives would be responsible
for encouraging suggestions from their
fellow employees and for initiating
problem-solving ideas.

poses ot initianng the group decision-making process
and keeping the emplovees intormed about changing
developments. To demonstrate management’s desire
for employee input. workers were asked o suggest
names for TF('s gainsharing plan; the winner was
chosen by the Task Force.

During the spring of 1985, three key ingre-
dients for the implementanon of Performance Gain-
sharing were put into place:

® A companywide attitude survev was admin-
isrered. All employees were asked to evaluate the
company's organizational climate in areas such as job
saustaction, communication. cooperatnon, trust, iden-
tification with company goals, and the handling of
employee complaints. The survey results highlighted
significant organizational problems, and this informa-
tion was shared with all company employees. By
making the survey results available to the employees.
managemtent was formally demonstrating its willing-
ness to make its own shortcomings public. This step
further developed trust between management and the
employees. T e
. ® Departmental teams were formed. Founeen
departmental teams were established. each having
from three to seven members. The number of team
members was determined by a 13:1 ratio, or one rep-
resentative for every thirteen employees in the depart-
ment. Each of the company's three shifts was as-
signed one representative per team. Half of the team
members would be elected 10 a one-year term, the
other half to a six-month term. When the latter’s term
of office expired. newly elected members would serve
for one year. This established a staggered system of
team membership for the purpose of continuity. Em-
ployees could not be reelected 10 the team uniess no
one else wanted the position; however, they could run
again for the position six months later. The teams
would be led by a supervisor appointed by manage-
ment. Team members would vote on all suggestions
and determine cost and savings estimates. They could
accept and implement suggestons costing less than
$200. They could atso reject a suggestion or hold it
for further investigation. Only suggestions receiving
unanimous support could be implemented. The team
representatives also would be responsible for encour-
aging suggestions from their fellow employees and tor
initiating problem-solving ideas. Management was
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sull solely responsible for making decisions on such
key 1ssues as pay. promotion. pricing. staffing. sched-
uling, shutdowns, and layoffs.

® A Review Board was estavlished The Re-
view Board consisted of twenty-six employees: the
company president and vice-president. the union pres-
ident. seven department managers. one represenianve
from each of the fourteen deparimental teams (elected
by the team members). and the two gainsharing coor-
dinators. Review Board members would meet once a
month to vote on suggestions estimated to cost be-
tween $200 and $2.000. hear reponts from each team
representanive about suggestions either accepted. de-
clined, or held for further investigation. and vole on
departmental team decisions lacking unanimous sup-
port. Any suggestion with estimated costs over
$2.000 had to be approved by the company president.

The Steering Committee agreed to a 60/40
split between company and employees of gains from
implemented suggestions and improved productivity.
For calculation purposes. a historical base period of
eight years was established. This base period would
float over ume. At the end of every monthly period
the controller would summanze the overall cost sav-
ings. companng actual costs to the historical costs. [f
the former was lower. 40 percent of the total savings
would be allocated to the employees. Fifty percent of
the employees’ share was to be distnbuted immediate-
ly. as a separate check. based on a percentage of
wages that would be the same for all employees. The
remarning 50 percent of the employees’ share would
enter a reserve pool. This reserve would fluctuate on a
monthly basis. reflecting the company's monthly per-
formance. (See Table [.) Al the end of the fisca! year,
any bonus reserve would be divided among all em-
ployees. also as a percent of wages.

Gainsharing went into etfect at TFI one month
before its July 1 implementation deadline. A summary
of events through the beginning of implementanon is
shown n Figure (.

The Performance Gainsharing
experience

The first week of June {985 was a pivotal time
for Performance Gainsharing implementation. Be-
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Table 1
Example of Bonus Calculation over Two Months

Month Month
1 2
Net Sales $3 000 000 $2 70G 000
Allowed Cost (82 46%) 2773800 2.496 420
Actual Cost 2719 800 2.505 420
Bonus Pool $ 34,000 (% 9 000)
Company Portion (60%) 32400 ( 5400
Employee Portion (40%) 21 800 ( 3.600)
50% to Reserve 10 800 (- 3 600)
50% Distribution 10 800 0
Labor Base $ 800 000 $ 800.000
Payout % 1.35% 0%
Reserve Balance $ 10.800 % 7 200

B

cause of previously lost customers and a slump in
Amencan car sales, rmanagement informed the em-
ployees that 1t forecast a 12.5 percent decline in sales
tor fiscal year 1985-86. Therefore. it séught means
of lowening the break-even point by {0 percent in one
vear and an additional S percent the following year. A
piece-rate (ncentsve system could no longer be used to
motivate union employees, so other goals were moved
to the forefront: higher quality raungs from TFI's cus-
tomers, an 8 percent reduction in variable manufac-
turing costs. and a 5 percent reduction in fixed costs.
Also. yearly goals of 510 suggestions fostering
$380.000 in cost savings were established.

Plantwide meetings were held to convey this
informarion as well as to provide the employees with
greater knowledge of the gainsharing system. On June
7. nonmanagement employees voted for departmental
team representatives. The fourteen teams met individ-
uvally to discuss involvement aspects under Perfor-
mance Gainsharing. A suggestion feedback system
was created, and bulletin boards were placed in heavi-
ly frequented areas of the plant so that employees
could be informed about the progress of the company.
Though it may sometimes take several months from
the start of a gainsharing system before the first bonus
is earned, TFI employees earned a 0.2 percent bonus
(about $3 per person) during the first month. The em-
ployees joked about the amount.
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Figure 1
Events Leading to Implementation of Gainsharing
at TFi

January 1985

e Union negotiations begin

e Management states desire to buy out individuval
incentive plan

e Seven managers surveyed about gainsharing
applicability at TF!

February 1985

® Gainsharing consultant speaks with negotiating
committee

e Negotiating committee visits a unionized
gainsharing company

e Steering Committee is established

e Steering Commitiee visits a unionized
gainsharing company

e Steering Commitiee decides to have two
gainsharing coordinators

e Deadline of July 1, 1985 is set for
implementation of gainsharing

o New three-year union contract is ratified

® Extensive interviews of management and
nonmanagement employees assess their
knowledge of gainsharing and general worker
attitudes

March 1985
e Developmental Task Force is established
April 1985

e Review Boadrd established
e Department Teams formed
e Significant educational efforts begun

May 1985

e Attitude survey administered companywide:;
results shared with ali employees

June 1985

e Gainsharing goes into effect June 3
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Every month one meeting is held to inform
workers about the bonus and other relevant
business information.

The small size of the emplovee bonus led to a
change in the alreadv agreed-upon pertormance gain-
shanng plan. At the first Review Board meeting in
July. the panel agreed that all payouts of less than one
percent would be included in the emplovee's regular
paycheck: as ininially planned. all larger bonuses
would be 1ssued in a separate check. Although the
Review Board reported a reduction in scrap. from 9
percent to 7 percent. no bonus was carned n July be-
cause of low summer sales. the reserve pool had a
negative surm.

Minutes of the Review Board meerings were
posted on the departmental bulletin boards. Charts
showing company sales. purchases of new equipment,
and other relevant information were displayed in the
company lunchroom. A “'Direct-Line”" box allowed
workers to address questions directly to any member
of management. If the question was signed. the ap-
propriate manager would personally give the worker a
written response in a sealed envelope. [f the question
was anonymous, a written response would be posted
on the bulletin boards. R »

~Many of the first suggestions dealt with work-
place environment or ““creature comfort’” issues. Sev-
eral of these had been offered before gainshanng was
implemented. but nothing had come of them. This
time management responded. One suggestion. offered
as a joke by one of the workers. was thoroughly re-
searched. and a reply was given directly to the
worker. Through this process. trust was created.

Several months after Performance Gainshanng
was implemented. a team of eight TF1 employees vis-
ited another gainsharing company and spoke with its
employees. This team consisted of production em-
ployees with very strong views, some negative, some
positive. about implementing a group-based incentive
program. The individual incentive plan buyout hur
the highest eamning workers financially. since 1t was
based on 2 plantwide average buyout. Convincing the
negative employees was considered instrumental to a
successful implementation because these employees
tended to be informal leaders and were most likely to
talk about what they saw and thought. This visit was
heipful in convincing them.

The dissemination of information has played a
vital role in TFI's gainsharing operation. Every month
one meeting is held to inform workers about the bonus
and other relevant business information. One month
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all emplovees are divided 1nto two groups and the
vice-president chairs the meeting The following
month the employees are divided according 1o their
departmental assignment and the meeung s chaired
by the supervisor.

As predicted. sales did decline during the
19851986 fiscal year and this, coupled with declin-
ing car sales, necessitated layoffs. However. the gain-
sharing structure created an atmosphere in which the
reasons for the layoffs were well-known 1o the em-
plovees. and worker morale remained high in antici-
pation of new business due to the high quahty ratings
that the company was achieving and by the fact that
substantial employee bonuses were being eamed by
early 1986.

Results of Performance Gainsharing
implementation

TFI has benefited from 1ts decision to imple-
ment a plantwide gainsharing system. Though the
American automobile indusiry has not grown signifi-
cantly in recent years, both management and produc-
tion employees are opurmstic about the company’s
future.

Suggestions relating to production were quite
practical. Those accepted and implemented dunng the
first two months included twming off the machines
duning break time and whenever they were not in use,
moving the welders to a different locanon in the plant.
shortening the length to which pipes were nitially
cut, and parking the fork Lift trucks in a special area.
Suggestions that were rejected ranged from removing
all the air conditioners in management offices to
painting the rest rooms and reducing the Saturday
shift to only five hours. By the end of the first quarter.
71 suggestions had been received. of which 89 were
accepted and implemented, 30 rejected. 2 withdrawn.
and 50 investigated further. By May 1986, TFI had
saved over $750.000 from Performance Gainshanng
suggestions.

The first bonus of over one percent was earned
in November 1985, six months after ymplementation,
and a positive reserve pool was achieved in March
1986. The quality of TFI's product had increased
drastically. and the company received praise and new
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As two-way channels of communication opened
up, employees were more willing to accept
managerial direction.

contracts from some of 1ts old customers A SPEAR
(I raung (preferred supphery from General Motors en-
abled the company to offer price quotes for new busi-
ness. TFI became the first tubing supplier to be
Source Certified by AC Spark Plug This meant that
the quality of TFL's product had reached a point—
less than one percent rejections— at which AC Spark
Plug could bypass 1ts own inspectors and have the
tubes available for installation immediately by its own
assembiy line workers.

These and other improvements from June
1985 to fune 1986 inctude the foltowing:

1. Product quality ratngs tfrom TFI's cus-
tomers have improved dramatically.
2. Over 500 suggestions were otfered in the
first year of implementanon. resulting in
savings of more than $750.000. double
the company's goal of $380.000 annual
savings.
Direct labor for repair decreased from 22
percent to { | percent.
4. Absenteeism was reduced from 4 percent
10 2.9 percent. L
5. Employees are more accountable for the
finished product. '
6. Teamwork was enhanced.
7. Channels of communications were
opened.
8. Non-rate-related employee gnevances de-
clined by 33 percent.
9. Employee knowledge of the company’s
performance rose.
10. Scrap decreased by over 30 percent.
11. Employees took greater care of the ma:
chines they utilize.
(2. The production area’s appearance
changed from dingy to excellent.
13. Long-term job secunty was enhanced.
14. Management became more willing to
share. and employees more willing to be-
lieve. ftinancial information about the
company.
[5. The financial savings enabled the com-
pany to purchase over SL million of new
equipment.

The greatl majonty of the changes are the re-
sult of improved worker morale. Employees are now
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more sensitive toward corporate profits. and thev are
more aware of how their effort 1s associated with the
overall well-being of the company An emplovee sur-
vey admunistered one year after Performance Gain-
sharing smplementation measured a positive change in
attitudes of over 15 percent. (See Table 2.) Employ-
ces believe their opinions are respected by manage-
ment and, as the number of suggestions indicates. are
seeking new ways of cutting costs and increasing pro-
duction. The cost of this to the company is an average
monthly bonus of one percent and a first year total
bonus of roughly 3400 per employee.

Assessing the objections to
participatory management

These beneficial changes were achieved with
hardly any of the forecasted problems of participatory
management. Managerial risk was minimal. The
company avoided bankruptcy and generated optimis-
tic forecasts by utilizing worker involvement. As
noted earlier in this article. Anstotle formulated six
basic philosophical objections to the democratic pro-
cess. These objections. with minor modifications.
have reappeared in the current arguments being
espoused in OpposION O particlpatory management,
Some explananon should be given as to why the antic-
ipated problems did not matenalize.

Fear: Mediocrirv. Decisions will be made
slowlv and will be of poor qualitv because 100 many
self-interested parties must be pleased.

Acrual experience. Well-informed decisions
quickly implemented. The large volume of worker
suggestions has led to well-informed decisions. Be-
cause of the bleak status of TFI's business in [984.
the employees were aware that a mediocre effort
would mean their plant would close down and they
would be out of a job.

Fear: Rule by the uneducated and unskilled.
The unknowledgeable majoriry will overrule the ex-
pert mnoriry.

Acrual experience: Increased managerial n-
fluence. As two-way channels of communication
opened up, employees were more witling to accept
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Table 2

Evaluation of Employee Attitude Change under Performance Gainsharing'

Factor Measure
Qverall sat s‘acron
Commuricaion batween work units

Commurication across management ‘evels

Cooperation between work uniis
Trust in management
Idenuficauon mih campary goals
Hanalirg of emrployee complaints

May 1985 July 1986
32 38°
24 28?
2.4 28
28 3
21 25
33 3¢9
36 39

1 The employee attituae survey consists of over 100 statements which the employees rate on a 1 -5 scale
2 Overall sansfaction was measured on a 5-point scale

1 Very dissatisfiec
2 Dissatshed

3. Unoeciced

4 Satsfieo

5 Very salsfied

3 Al other factore vere measured according 10 the foliowing 5-point scale

Strongty qisagree
Oisagree
_Undeciged
Agree

Strongly agree

»
(60PN N \V BT

managenal, direction. With cooperation and trust in-
creasing, the employees focused mostly on providing
production suggesuons and did not attempt to inter-
fere with general managenal policy tnitiatives.

Fear: Encourages flattery, discourages vir-
tues. Leadership will be based on charisma. not
merir.

Actual experience: Rewards based on group
performance. The hero at TFI 1s not the flatterer. it is
the individual who provides a suggestion that de-
creases costs and increases profits. Since the value of
suggestions is objectively measurable in dollars. there
is little or no chance that appeals to emotion can sub-
stitute for mert.

Fear: Excessive bureaucracv. The company
will become less efficient as a result of added lavers of
checks and balances.

Actual experience: New levels of bureaucracy.
This is the only fear that has been proven partly cor-
rect. Workers vote for representatives. and the depart-
mental teams comprised of those representatives meet
to discuss the proposed suggestions. However, this
extra layer came about as a result of corporate ineffi-
clency: it 1s not a cause of inefficiency.
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Fear: Instabiliry. There wil be a large turn-
over of officeholders.

Actual experience: Stabilirv. TFI has been able
10 regain s lost prestige and some of its customers.
Workers believe their long-term jobs are now more
secure than prior 10 Performance Gainsharing.
Though there is fluctuation in team membership. this
is a result of additional employees wanting 1o get in-
volved.

Fear: Minimizes accountabiliry. When deci-
sions are shared, nobody will be directlv responsible.

Acrual experience: Maximizes accountabiry,
At TFI Performance Gainsharing has encouraged em-
ployees to be more accountable for the finished prod-
uct. Pror to gainsharing, they were content 1o maxi-
mize individual productivity, regardless of quality.
By linking worker performance to corporate perfos-
mance, greater concern was given 10 minimizing
scrap and repairs. Each employee now feels directly
responsible for customer satisfaction. [he employees
and management share common goals. In addition,
employees feel accountable to each other, since with
gainshanng it is unmistakably clear that each employ-
ee's welfare depends upon the performance of all em-
ployees.
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In our case study, most of the fears expressed by
those opposed to participatory management
were not substantiated.

Not only do these fears appear to be unsub-
stanuated. but the dynamics of gainsharing’s impte-
mentation process permit management 1o deliberate
carefully before putting a gainsharing system (nto ef-
fect. At TF[ many pieces had to fall into place prior to
the institutionalization of gainsharing. If management
or workers had given insuffient support. the entire
gainsharing system could have been rejected.

Figure 2 is a simplified mode! of the Perfor-
mance Gainsharing assessment process. It illustrates
that at any pownt during an appropriatelyv designed as-
sessment. a company can decide not to go through
with a Performance Gainsharing system. The decision
not to go ahead can be made if the initial explanation
of the Performance Gainsharing model to manage-
ment does not generate nterest: if staff meetings fail
to generate a consensus for 1t if emplovee surveys
show that conditions are untavorable: if an appro-
pnate gainsharing formula cannot be developed: or if
the presentation of the appropnate plan does not seem
to meetthe company’'s needs. Furthermare, a yearly
evaluation and survey offers the opportum(y 10 scrap
Performance Gamsharmg : ‘

* Meanwhile. during the lmplementatlon pro-
cess 'no jobs are threatermed. nor is there a need for a
bureaucratic overhaul. At TFI the corporate bureau-
cratic structure remained basically the same. Depart-
mental teams and a Review Board were added to the
structure, but evervthing else remained intact—in-
cluding the chain of command.

[t should be noted that not every Performance
Gainsharing program s as successful as TFI's, which
hopetully will be tully institutionalized and continue
indefinmtely. Like any other organizational develop-
ment model, a number of variables must be properly
implemented; like the gainsharing bornus. success 1s
not guaranteed without adequate effort. Poor calcula-
tion of the bonus. lack of managerial sincerity and
commitment, inapproprate feedback. or inadequate
education are just a few of the many factors that can
cause a plan to fail. But problems stemming from de-
mocracy are not among the plausible causes.

Conclusion

At the outset of this amicle we suggested that
the literature supporting empioyee-involvement sys-
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tems 1s more abundant than the implementations
Though there may be many reasons for this lukewarm
reception. the most often overlooked reason pertains
to the political nature of organizational change. Too
often employee-involvement systems are perceived by
America’s corporale leaders as bnnging about demo-
cratic change that will cripple those corporations that
implement them.

Modem critques of participatory management
are quite similar to Aristotle’'s basic objections to de-
mocracy. Using Performance Gainshanng as an orga-
mizational model, we demonstrated how a corporate
hierarchy can be compatible with democratic princi-
ples. [n our case study, most of the fears expressed by
those opposed (o participatory management were not
substantiated. {n many instances, the exact reverse of
the forecasted fear matenalized. and the company
prospered.

Performance Gainsharing is a conservative ap-
proach to changing organizational behavior. A dis-
tinction should be made between radical structural
changes angd radical functional changes. Prospective
gainsharing managers fear the former while actual
gainshanng managers experience the latter. Perfor-
mance Gainsharing acts as a change agent in organi-
zational development.? Without transforming the bu-
reaucratic structure. substantial improvements can be
achieved in product quality, work-ptace environment.
and corporate profits. Worker attitudes can be
changed positively and discretionary effort can be
maximized by opening up previously closed channels
of communication and providing a group-based finan-
cial incentive. Thus. gainsharing becomes a tool for
aligning the outlook of employees more closely with
that of management. This outcome 1s far removed
from the fears of management that we have ¢numerat-
ed here.

NOTES
I. William C Freund and Eugene Epstein. People and Produc-
rviny (Homewood, IL: Dow Jones-{rwin. 1984). p 24.

2. Larry L Haicher and Timothy L. Ross, “"Organizaton Devel-
opment Through Producuvity Gainsharing.”” Personnel
62(10).42-45. October (985.
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Figure 2
Gainsharing Assessment Process
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Source: Brian Graham-Mcore and Timothy L. Ross, Productivity Gainsharing (Englewood Cliffs. NJ. Prentice-Hall.
1883), p. 14.
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