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that the exact knowledge of daily output necessary
for direct payment by results cannot be obtained
without disproportionate expense. This has been,
most cousplcuouslv trie of the expense of inspect-
mg after each operation and of figuring quality
ratings in those few. places \where direct. quality
incentives have been attempted. There are many
places where the difficulty or the expense of stand-
ardization and of exact measurement of results
are so greﬁt that time payments in one form or
another are far -better than any form of piece

_payment.’

4. In conszdu'mg the effect of any financial in-

“centive, ils effect on the whole problem of produc-
fi(m‘ not just upon output, must' be considered.
-To an emlnrrassm" degree an incentive on one
“element of an employe’s value tends to a sllglmnU
of all others. If we put a variable rate on ouput
only, we cannot, as has been stated, expect the
worker to maintain an equlva[ent interest in im-
proving quality. As the differences between group
and mdnldual rates indicate, if we pay for individ-
" ual pr()(luctlvlty only, we must not be surprised
if the individual fails to embrace opportunities for
No form of immediate finan-
sure of financial

co-operative action.
cial incentive adjusts the pre
intérest unifor: mly

5. When all is said and done, much of the best
value of an employe is too intangible for reward
and; therefore, for stimulation by any form of finan-
cial incentive, even the time .rate. Men are t00
complex and too individual ever to be reduced to
slot machines whose entire effort can be .com-
pelled by the insertion of a coin. Valuable as
financial incentives are, their limitations must not
be overlooked. Primary among these is the fact
that they do not reach the invaluable voluntary

“)Co-operati(m and. effort which each workman can,
but cannot be forced to, give.

Moreover, the financial *desire is not the only
great force in man. In considering his conduct, his!
whole range of fundamental desires must be

‘recognized.
His desires for, self-respect, for respect of others,
for self-expression and for justice are also power-
_ful forces within him, His fears of social pressure,
of loss of job or prestige, and of injury or unem-
ployment are likewise powerful. These are funda-

". “mental factors that in any shop must be considered.

How the working out of the financial incentive
affects these forces is always'a pertinent question.
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A financial incentive is. never the whole story.”'We
do not introduce financial incentives in a vacuo but
in a condition—we do not apply them to one desire
but to the whole man. ' ‘ s
' . Conclusion

Since whatever makes the receipt of pay o['lcratc
to stimulate greater effort likewise, operates as*a fi-
nancial incentive, the possibilities for variety in the
composition of a plan of financial incentivestare
almost unlimited. Moreover, what renders any
program effective in inducing effort is its relation
to the needs and conditions of the particular work
workers. Consequently, success in de-
s rarely consists so much

room and
veloping financidl incentiv
in transplanting a fully developed plan a$ in evolv-
ing out of the sweep of possibilities a program of
incentives that has been developed in full under-
standing of the conditions of the particular work
sroom. Besides, the fullest success in developing
financial incentives involves bringing about the
development of shop conditions and of the work
room management so that they interweave with
the incentives and together make a consistent and
unified whole. Financial incentives cannot be suc-
cessfully considered as a thing apart from man-
agement. They are an integral clement in man-
agement-and with At forth ’zmg inseparable whole.

Since financial incentives cover but certain
aspects of the employe's value and appeal to
only certain sides of his nature, other aspects of
his environment and of his character influence his
conduct.
sides of his nature are in turn affected by the char-
acter of the financial appeal. From this aspect
also financial, incentives are an inseparable part of
the task of management.

The task of management still remains. Financial
incentives are in no sense a substitute for man-
agement. Instead, the more precise and direct ‘the
financial incentive employed, the more highly ide-
veloped must the management be to cope with
it. They make management more difficult, as do
most advances in managerial technique, but they
also make a higher degree of management possible.
If they are suited to conditions, if they are made
part of the general structure of control, if they
are employed by (s\understanding management
that realizes their nature and ifs responsibility, ‘and
if they are recognized as only one element among
the forces that influence employe effort, they can

And yet these other .values and” ether.
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- “elaborates this in

of Management,”
* be necessary.

. centive whatseever.”

1927 BULLETIN OF

join with the other forces inducing cffort and
bring out response that ¢ould be secured in
othér way. If they are ptoperly employed, [llldl]— -
cidl incentives are not a eans-of reducing man
to a mercenary mechanism. If they are properly
employed the line between|financial and non-finan-
cial incentives fades. Th¢ problem becomes one
of employing the financial appeal, together with all
that causes man to strivé for ‘attainment, to bring

nn

employes and management aliké to join forces
vigorously in a common understanding.
Discussion
Robert B. Wolf.' The title of Mr. - Smith's

paper; “Financial Incentivgs—An Inseparable Part

dmplies that he believes them to

My own experiences prdvent my agreeing with
him. Furthermore, I believe 1 can show from
his own wwords that the |difficulties encountered
from their use are so great as to make them not
only unnec v, but also undesirable.

Mr. Smith defines finantial incentives as

“any

Jl]czl!urc which increases the effectiveness of pay

effort,” and he further
his first general principle by
stating that “the cffectiveness of any form of finan-
cial incentive depends largtly upon the degree of
reliability with which the

as a stimulus to productive

reward varies in pro-
portion to the value rendered.”
While he endeavors to show that straight day

act as financial
he does not really
states quite definitely
ntive to attain medio-
the month, week, day

rates, qunder certain conditions,
incentives, it is clear that
gard them as such, for he
that “a flat rate is an inc
crity,” and that “to pay by
or hour is'to provide no fmmediate financial in-
In my discussion, therefore,
[ am going to proceed upon the assumption that
Mr. Smith will accept the foll‘é\\'in?g definition:
A financial incentive is a stimulus deliberately
applied from without, upon .the individual "or
group, for the purpose of ’in-creasing’ the amount
of work done, by arousing the acquisitive instincts
of the workers. It is so applied that the worker
is always conscious that the amount of pay he
receives is the immediate and direct result of the

re-

amount of work he does.

“President Pulp Bleaching Corporation, New York.

THIE

‘them for me.

discourage all but the outstanding workers.”

. cates,
‘not

- thing quite impossible of a
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This definition removes
for straight clock time: from
cial incentives. *

Let me state my ()\vh position at the outset: L.
believe T have a'right to stipwulate my own acquis-
‘iti\'c instincts, if I choose o do so, but I do not
believe it is right for sompone else to stimulate
Providing an [industrial environment
where the worker can be progressively promoted
from a lower to a |1ighciI paying -job is quite a
different thing from havihg him constantly stim-
ulated in cach job by dangling a material reward
before his eyes. All forms |of financial incentives
exert what Mr. Smith referp to as “financial pres-
sure” upon the workman. |He calls attention to
the coercive speeding  up | which  resulted  from
the use of differential pigee rates, which have
been largely. abandoned on| account of the hard-
ship to the learner, for: fhey were “aimed to
: The
practice of setting severe “because of its
harshness both upon the worker and the manage-
ment,” was abandoned: firgt, as Mr. Smith indi-
because it was discovered that they could
sach the invaluable, yoluntary, co-operative
efforts of the workers, aid, second, [ bhelieve,
because the accumulative resistance of the workers
to coercive measures loaded|upon the management

methods of payment
the category of finan-"

asks,

an ever increasing burden| to do most of the
thinking. Management, ratler than the individual

workers, had to determing the most effective
way to cope.with each particular situation, some-
tainment without rob-
bing the worker of his normal desire to express
individual initiative. It is probably ‘this resistance
of the workers to having their thinking done for
them that caused Taylor to encounter so much

“soldiering” on the job.

T am inclined to think that Mr. Sthith has been
so preoccupied with the task of job and rate set-
ting that he has not had a chance to get sufficiently
close to the worker to find out how uhnecessary
and undesirable it is to apply individual financial
pressure. 1 am not, therefore, surprised that he
finds “no step in the introduction of direct pay-
ment by results is more important than discover-
ing as nearly as possible the ideal ‘one-best-way’
and then seeing that conditions are maintained at
that standard.” This sentence explains why man-
agement has loaded such a severe task upon itself,




