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Without the strong leadership of the CEO and his active in-
volvement in changing the working climate within the company we
cannot hope to regain an upward slope on the productivity curve.
This is obviously not going to be your ordinary Chamber of Commerce
pitch. I believe that we top managers bear the major responsi-

- bility for poor productivity. We do not even look for the reasons
for low productivity; Business people tend to list these factors:

. taxes, inflation and other disincentives to investment

. government regulation

. lack of innovation

. high energy costs

. employee indifference or even hostility

These are factors which do affect productivity but the list
says nothing about what caused the factors to coﬁehinto play.

High energy costs are.something we may have to learn to cope
with, but the others, I hope to show, are largely our responsibility;

The item listed last is the one that we can do something about
directly and it holds the key to solving the others. I won't say
anything about investment in capital equipment because there are
plenty of opportunities if we have the nerve to take them.

Where does e iﬁzyee aéienation 2 £rom? It comesAfr?P the
way people aréaggfagedﬁ We frac%ionate jobs, éﬂ?t;vise them, :
have quality and safety inspectors and so on and wonder why people
are irresponsible. "Management's prerogative' has been to issue
the orders because we know best. When this is asserted long
‘enough and loudly enough people finally come to accept it. They
accept but don't necessarily like it. They find in it no in-

vitation to be responsible or innovative. It may also encourage
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-he more imaginative to exercise their frustrated ingenuity in
ways quite contrary to company purposes. The sad part of all this
is that study after study going way back to the Twenties have
pointed to ways to change our management methods to improve'pro-
ductivity. The Hawthorne Studies which began in 1927 were in-

..tended to find the best physical conditions for light assembly
work. Thcx_snn;d-gcigng;cnxxela%ion—between—anymset=e£:cﬂnéi£ions

: ;éatzz;and—a££ —-6
In—other—words thz '

workers
saw that the company was interested in them as producers.

In the meantime we have more conclusive work from a host of

_%iesj%cgl l:sshoiuscws Dotglaé,:MgG?gorj Reﬂf’i’i Lié'%h‘é)l ke éfdm ””‘éz’:{f

e

Mouton and Louis Davis./\Their work has been used but most com-
panies leave those matters to the personnel department but the
problem is at the top of the company. We set the pattern that
filters down to the shop floor and wreaks havoc all the way.

e ail QA AL )
Studies show middle managergqoperating at about 50% of capability.

A
If this responsibility isn't enough for us to bear wait un-
til we look at government regulations. What turned Democrats
from their traditional policy of States Rights and a weak Federal
280 Lok J§

Government to being\jgﬁ%sz?gxzﬂfs of a strong Federal E&é;i?ment
and detailed control of business? The wild speculation of the
Twenties, the chicanery that accompanied it, the search for
profits without rendering any worthwhile service ended up in

the crash of '29‘and the Depression which ensued. By the time

Roosevelt was elected the people were demanding recovery first
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©.d then laws to prevent a repetition. When recovery was underway
business, unrepentent, fought against corrective actions. To gain
strength to insure that the reforms would be adOptefzitgisiness
got the Wagner Act and Roosevelt goa the support of the unions.

We have been at war ever since. In wars both sides do stupid and
damaging things and each side imagines that the other does even
worse things than thé bad that they do. This is where we are
today. The sins of business brought on big government. Instead
of admitting our faults we have made a bad situation worse. As a
result we enjo{Jﬁjﬁ@fublic rz}iﬁi;P;; , zggizmdo 99 trug:ﬁgé and
will accept almost any act that punishes businessy1 In this
climate we have not felt at all like looking for a constructive
solution to these problems of productivity. o

But finally this turmoil coming from our war with govern-
ment and unions and from mismanaging our employees is catching up
with our P and L statements. We are having a hard time competing.
Our investments don't pay off well becau;?r;;;ple resist innova-
tion. We build more sophisticated factories to eliminate trouble-
some people but these are terribly costly and inflexible. Too
much management time is spent quarreling and putting out fires.
But don't despair--help is at hand.

A number of programs have been developed and are in use
which do make a difference in a company. They are consistent with
the findings of research on how to make organizations more effec-
tive. I would like to stress that none of them is a plug-in
type of program. It is the process of installing a program that
starts the change in the mode of operation that gives people the

desire to work in a more cooperative way. Some of the programs
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are the Managerial Grid, Quality of Working Life K Type Z Organi-
zations and the Scanlon Plan. The latter is the oldest of the lot,
has the most research on i t fand—has—the—mostTESTAaTCh—0A~it) and
has the most comprehengive framework for understanding what'needs

doing. =¥ company's experience has been with the Scanlon Plan

" which we installed in 1952.

The steps required to install a Scanlon Plan are really
what must be done with any plan if we hope to get the maximum
benefits in productivity. So I will speak primarily from our ex-

perience with the Scanlon Plan. The research of two people will
o ——T

make the procesg more logical. First there is the work of
Douglas McGregor.

By observing effective and less effective managers at work in
several large companies, he found that the effective managers had
different assumptions regarding the attitudes toward work of their

subordinates than did the less effective managers. The assumptions

of the less effective managers he called Theory X; those of the

more effective, Theory Y. ThoOlitf—i—tiat—t—areT=byr—Trows—Ppaiietd

thetthey areusimpg-fheory—T.
Let me refresh your memory with an abbreviated list of assump-

tions for Theory X and Theory Y.

Theory X : Theory Y

Dislike work Work is natural

Shun responsibility People learn to accept
responsibility

Must be coerced
People have creativity

which 1s seldom used
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McGregofqﬁgﬁfffgi Scanlon Plan as a primé way of implementing

Theory Y in a company.

The second piece of work deals with motivation. It also is
well known, and is the work of Abraham Maslow. He suggests'that
when people act purposefully, including work, they do so to meet
needs that are currently felt. This does not sound earth-shatter-
ing, but he follows fhis with the proposition that people tend to
have a schedule of needs which must be met in a specified order.
The first are the basic physical needs of food, shelter, and
clothing. When these are regularly satisfied, people seek security
against the hazards of unemployment, sickness, old.age, etc. Then
they desire to be part of a warthwhile group, church, company,

2\
union, club, and so on. When this-%s reasonably- met

; recognition
for achievement is sought. - The highest goal that Maslow identi-
fied was self-actualization, becoming the fullest person one is
capable of being. Business is supposed to be great with incen-
tives but tends to think only of money which helps only at the
first two levels.

All this squnds; 'tc£;;5t’ a bit etherial, but Maslow was
down to earth. HQ “neddteed that a higher need is largely unfelt
until the earlier one is reasonably met. If, for some reason, a
person is blocked from meeting a newly felt need in one way, he
can try alternate ways or seek an excess of an already met need.
An example from business is the blue collar worker, who generally
~could feel no sense of belonging to his company, so he satisfied
this need by joining a union. He also demanded an excess fulfill-
ment of the physical and security needs by demanding more pay.

So far as the issue of productivity is concerned, this
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failure to recognize higher level needs as a motivating factor
has ended up with business losing the affiliation of their em-

ployees and then paying extra wages without asking anything in

return. — PTIaT . >
.."W%ﬂ—mwﬁmmm;" The non-

recognition of this fact of 1ife has led to business paying more
and more and asking nothing in return -- a prime prescription
for low productivity.

The steps which are needed in installing a thoroughgoing
plan for improving the work climate in a company were developed
by Carl Frost of Michigan State University out of long experience
with companies in the use of the Scanlon Plan. He finds that we
need to clarify what the company is all about, how it wants to
serve its customers, and how shareholders and employees will
benefit from this activity. This is summed up in an Identity
Statement.

When this is communicated throughout the company all em-
ployees are invited to cooperate in carrying out this statement
in a plan for participation. There is finally needed a plan for
sharing the improvements or an equity plan. The three steps then
are Identity, Pérticipation and Equity.

We can now look at the three considerations in more detail
and, at the same time, see how the proper installation of a pro-
gram'of participation, or specifically the Scanlon Plan, improves
.the work climate, and so productivity. Identity--what is the
company there for? Everyone knows it is to make a profit, but

this is an oversimplification. It puts results before causes.
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We are interested in what the company intends to do to earn the
profit. Overemphasis on profits is something like overemphasis
on winning. When winning is overstressed in sports, all sorts
of mischief replaces the original intent. The degree to whfch
winning approaches "everything" is a measure of how many referees
" are needed to prevent mayhem and trickery. What begins as fun,
.as a game, or as healthful exercise, ends up as a deadly serious
business. Winning is important, just as profit is. When dis-
proportionate embhasis is placed on either, we tend to skimp on
the basic objectives. In football, the game often becomes, "How
to incapacitate the opﬁosing quarterback.'" In business, it can
be, '"We cannot afford to dispose of these poisons in a safe

manner,"

- -

If the head of a company can, on the other hand, state clearly
what the company is about, several good things happen. He, himself,
will probably better understand what he is trying to do. People
all through a company can exercise intelligent discretion more
easily when an occasion arises. Assuming that the identity is

/
respectable, people see a goal that they can work toward. TFha

% oo zas : : b I s i
sibilitins ofJeedershis. People respond well to high goals set

by their leaders. This overall identity statement has to be in-
terpreted and amplified as it is carried through the organization,'
because each department and level must see how its work contributes
to the goals of the identity statement.

To make identity operational we will want to be serious
about encouraging participation which is our second point.

Merely decreeing that participation is wanted will not auto-
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matically do away with the lethargy that is bothering our com-
panies, our economy, and life in general. Old habits are hard to
overcome. There are many verbal and nonverbal signals in the
organization that have to be eliminated. The very first step is

to make a decision. We must decide, "Is there a need to change?"

.This is perhaps the hardest single step to take correctly; be-

cause it is easy to do without conviction. It is always others

who need changing, not I.

We need to prepare managers for their new roles. They need
to know, "How does one encourage suggestions and responsible be-
havior? How do you turn a complaint into a spggesfion? How do
you encourage trust, or, in words that are more to the point;
how do you yourself become trustworthy?" These questions must be
answered at every level of management, because each level has
its own set of biases and problems. Sensitivity training or the
managerial grid are examples of the kind of training that can

help. Formal training in listening can be a big help. m—eur—-

We usually think of participation being needed on the shop

floor, but there is adequate evidence that people in middle

management can be just as alienated as the blue collar worker.
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As our payrolls pass the 50 percent ratio of white collars in the
company, the need for white collar involvement and effectiveness
becomes even more evident. Upper management needs the tra;ning,
as well as first line supervision. In fact, training consultants

generally insist that this training for middle and first line

_managers is wasted, if top managers do not take the training first.

a situagion in which one or more unions are present and the p€-
lationshi} is adversarial, or even hostile. It is essentjAal

that the unMon be involved before the organization, as/a whole,
is involved a\l it must be demonstrated very earlyAhat there is
no intention to\displace the union, or to divid¢/its members from
it. There are modgls for dealing with this p oblem which a good
Industrial Relations\ Department should kn# of. The key to change
is the ldentity statement, which should clarify the powerful mar-
ketplace demands which Whe company /an only meet if it can draw
fully upon the abilities O\f its _geople, not only to perform their
allotted tasks, but also to ink, to innovate, to cooperate, and
to be responsible. The cofipet\tion is not just from companies
making the same produc locally N\Nbut from the whole world. The
grounds for the compAny and union m3dking common cause are real.
It remains for t CEO to make the nee¥s explicit and to clear
away past diffgTences enabling the compan}\and union to get on

with the joift task at hand. One thing that¢an pave the way for

more opendess with the union is a clear acknowleéqgement that

unions/have become a part of industrial life becaus{ _past managers

have/not sufficiently regarded the needs of their peophke. They

cofitinue to exist because of more recent failures of managers. l
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I am sure that there must be a feeling that I am demanding
a lot of work from the organization. I can only counter with the
reminder that this problem has been a long time coming. When we
look back over the century and a half to two centuries, during
which this problem has been building, we can be a bit more
patient if the cure takes some doing. Furthermore, the magni-
tude of the present problem and the benefits available from
developing a responsible and cooperative workforce, are great
enough to justify the managerial effort required.

The big difference in this effort from more conventional
approaches, is that we are looking for an organizational change
more than a patching up, a clarification of company goals and
the marshalling of everyone's efforts and talents toward reach-
ing those goals. This involves a fundamental shift in emphasis,
from a focus on rewards and punishments, to a focus on the job to
be done. Today, most of our needs, like food, shelter, medicine,
and education do not come directly from the work itself, but
through the medium of money earned. It is easier for us to focus
on the money rather than the work, especially When we are told
that the prime or sole purpose of the enterprise is money. It
takes some attention to focus first on the work, but if we are
to work responsibly we have to péy attention. To pay attention
we have to focus on the work to see it as the source of the other
goods we want.

This is where equity comes in. I believe that people can be

" led to dedicate themselves to company goals for a long time with-

out special reward, when survival is the only benefit. But, in
those happy times when these dedicated efforts result in pros-

perity for the company, it is not unreasonable for people to
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ask about some share in that prosperity. Indeed, one of Joseph
Scanlon's brightest moves was to develop ways of determining,
ahead of time, how that sharing was to take place.

By doing this ahead of time, several beneficial results occur.
First of all, it is usually easier to establish a formula for
sharing before there is something to divide. If we wait with
the decision about sﬁaring the results of improﬁements until the
improvements have been made and the results are in, each person's
mind will have been busy totalling up what his or her contribution
is worth in his or her eyes. The sum of these evaluations tends
to exceed the actual improvements made. Scanlon recognized that,
regardless of what each individual did, the improvements had to
be a group effort, and the group included everyone in the company.
His formulas shared the savings between the company and the em-
ployees. The employees' bonus was shared on the basis of their

base pay, so everyone received the same percent bonus. htWoRet.

as fair, before they are asked to go about their work in a more

responsible-fashion.

Equity means more than a fair share of monetary rewards,
since there is more to life than money. If we look at Maslow's
hierarchy of needs, the typical job is seen to provide satis-

factions for physical needs thrgu%b pay and for security needs
d

through insurance and pensions. /The need to belong, the need

for recognition, and the need for self-fulfillment are seldom

considered when jobs are designed and rewards are provided. A

little thought will reveal mumny possibilities for bettering this
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situation when a company decides to go through the steps of iden-
tity, participation, and equity in establishing a Scanlon Plan or
any other plan of participation.

The whole experience of serving the genuine needs of people
through participation, of meeting company goals and serving one

another by this cooperative effort, brings with it a new sense of

~worth and self-fulfillment. All these opportuﬁities for belong-

ing, for recognition and for self-fulfillment are an added out-
put of the company and are powerful motivators. AHieye=tne—oome -
: SIS T e Lo AT et} -

enlarged quity by re-

pany;~ People in t

ceiving a share of

ncidentally, John Ruskin said this well in his dictu

"The hig

but what he omes by it.'" Our company has b in the process

lon Plan for 27 years We are not finished,

of adopting the S

because each year's exp research of social science

gives us new insight into wh he process means. Have we elimin-

ated alienation and all e attemdant problems? Not entirely. We

have certainly.re ced the problems to ageable levels. There

nt. Work does

is less ali tion and more responsible invo

have e meaning for most people. There is less polil

mére cooperation.
Early in this talk, I elected to put the people problem at
the head of our 1list and suggested that its solution might help
on all the others. I would like to suggest briefly how this can
be. The solution of the industrial relations problem would take
a great deal of friction out of society. Business would be seen
The Holland Museum
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in a more wholesome light. Business leaders would be more re-
laxed and could approach the political arena with more confidence.
Because of their regained public respect, business leaders could
hope for a more sympathetic hearing on changes in regulationé. In

addition, I would say that one of the strongest disincentives to

" investment is the fear that people in the company will not allow

the investment to produce well. With pérticipafion effectively
working, this fear should be lessened. At the same time, partici-
pation encourages widespread small innovations, and makes the
acceptance of the occasional major innovation more likely. Par-
ticipative management won't bring Heaven to earth, but it can

make the business world much less like the Hell we hear so much
about. The top executive can bring this about if he is willing

to lead rather than commanq.

##4
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